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APPROACH

Yuk Wing Group Holdings Limited (stock code: 1536) and its subsidiaries
(hereafter, called the “Group”, “we/our”, or “us”) are pleased to present
the first Environmental, Social and Governance (“ESG”) report.

The results of the ESG review shown in this report demonstrate the
importance which we place on environmental protection in addition to
our business development targets, and explain how we seek to
continually improve our ESG strategy in line with the global standards.

With both integrity and purpose, we look at issues that may have a
reputational impact on, or that may pose a risk to, the Group in the short,
medium or long-run. Issues that are important to our stakeholders,
including but not limited to, our customers and employees, as well as the
community, are also crucial to us. We are positive in developing
opportunities with a focus on work ethics to ensure that the Group’s
success in business development is sustainable, and that the benefits will
pass on to our employees, customers and the environment.

The Group follows the principle of sustainable development and
incorporates policies and mechanisms so as to reduce the damage to
the environment caused by the business operations of the Group.
Environmental protection is our priority and our target is to minimise
adverse impact on the environment by adopting environmental protection
practices in our operational activities.

We are confident that as part of the business decision-making process,
whenever the Group can properly monitor the ESG issues with all relevant
stakeholders involved in the ESG management process, the Group’s
success in the long-run can be maintained.

Our sustainability strategy in the following aspects is applied to the work
streams:

To contribute towards environmental sustainability;
To attract, support and retain employees;

To engage with stakeholders;

To support local community;

To strengthen community relations; and

To grow suppliers’ commitment.
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ABOUT THIS REPORT

Report Profile

This year’'s ESG report is our first step in environmental, social and
governance reporting and mainly focuses on our Hong Kong operations
and the operations of our factory located in the Shunde District,
Guangdong Province, the People’s Republic of China (the “PRC”) (being
the main operations of the Group). It describes the progress in the way of
our contribution towards creating sustainable value for our shareholders
and other stakeholders.

Report Scope and Boundary

During the process of preparing this ESG report, we have conducted
thorough review and evaluation of the existing ESG practices of the
Group with the aim of achieving better performance results in the future.

The ESG report contains information that is material to allow report
readers understand our practices in the Group’s operations in Hong
Kong and the PRC.

This ESG report is prepared in accordance with the Environmental, Social
and Governance Reporting Guide (the “ESG Guide”) as set out in
Appendix 27 to the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”) and focuses
on providing an overview of the performance of our operations in Hong
Kong and the PRC with respect to the aspects of ESG for the financial
year from April 1, 2016 to March 31, 2017 (the “financial year” or
“reporting period”). The ESG reporting period is consistent with our
financial year.

This ESG report mainly covers general disclosures on the environmental
and social aspects of the Group for the reporting period and excludes
disclosure of environmental and social Key Performance Indicators
(“KPIs”). The Group will expand the scope with disclosures on KPlIs for
the next financial year. For corporate governance matters, please refer to
the Corporate Governance Report in the Group’s 2016/17 Annual
Report.

All the materials contained herein are sourced from the official documents
and data of the Group, and refer to the management and operational
information provided by the Hong Kong office and the factory in the PRC
in accordance with the internal policies of the Group.
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OUR STAKEHOLDERS

We believe that our key stakeholders play a crucial role in sustaining the
success of our business, and we seek for every opportunity to
understand and engage our stakeholders in pursuance of constant
improvement in our business operations. The Group’s stakeholders cover
a diverse group of parties, including, but not limited to, its employees,
customers, suppliers, investors, shareholders, and other governmental
and community groups. Communication with stakeholders would
normally be conducted via our day-to-day interaction or during the annual
general meeting. Announcements and publications relevant to the Group
would also be issued on the Company’s or the Hong Kong Stock
Exchange’s websites.

Stakeholders’ Feedback

We value the stakeholders’ feedback on both the content and the form of
this ESG report. Comments and suggestions regarding our ESG
performance are always welcomed and can be sent by post to our
principal place of business in Hong Kong at Unit B, 17/F, E-Trade Plaza,
No. 24 Lee Chung Street, Chai Wan, Hong Kong for the attention of our
Company Secretary.
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ENVIRONMENTAL

Overview

The Group is principally engaged in the manufacturing and trading
of down-the-hole (“DTH”) rockdrilling tools, trading of piling and
drilling machineries and rockdrilling equipment.

We understand that the foundation for economic progress and
well-being of the society is crucial to a healthy environment. We are
committed to upholding high environmental standards to fulfil
relevant requirements under applicable laws and regulations in
Hong Kong and the PRC for our operations. The Group complies
with relevant local environmental regulations and international
general practices, with an aim to reduce the use of natural
resources and to protect the environment.

The Group has been persistent in conducting business in an
environmentally responsible manner through the efficient use of
resources, including energy, water, and raw materials, and
minimising the Group’s impact on the environment and natural
resources.

We ensure that the concept of environmental sustainability is
integrated into every part of our business operations. For instance,
the Group has set up a Safety Committee (%2 & 4 E S8 & /\4H),
and the “Enterprise Environmental Protection Management System
Policy” (P2 RRERHIE) in order to comply with environmental
matters in our production processes in the PRC, including use of
resources, greenhouse gas emissions, generation of hazardous
and non-hazardous wastes, and waste discharges into water and
land, for minimising the impacts on the environment and natural
resources. The Group ensures that internal guidelines and
procedures for complying with the relevant laws and regulations in
relation to business operations, production and working
environment are in place and up-to-date.

To further enhance the Group’s ESG reporting standards, we have
also engaged an independent professional firm specialising in the
provision of verification, testing and certification to perform a
quarterly review and produce a report on environmental impact in
April 2017, including the data on air pollution, greenhouse gas
emissions and noise levels. Qualitative and quantitative measures
have been introduced. In this respect, recommendations have been
considered for the continued improvement of our ESG reporting
performance.
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Emissions

Our operations in Hong Kong do not impose any material impacts
on air pollution and greenhouse gas emissions. For our operations
in the PRC, air pollution and greenhouse gas emissions mainly
consist of metallic dust and weld fumes from the production
processes and exhaust gas from petroleum gas furnaces.

We comply with the requirements as set out in the local
environmental protection laws and regulations in the PRC,
including, but not limited to the “Law of Environmental Protection of
the PRC” (2 A R £ M BIIR R IREX), the “Law of the PRC on
the Prevention and Control of Atmospheric Pollution” (FF % A R
B K &5 2 B A %), “Standards of Guangdong Province on
Emission Limits of Air Pollutants” (BR & FIZ%E — KESEY
PEMBR{E DB44/27-2001) issued by the Guangdong Environmental
Protection Bureau and the Administration of Quality and Technology
Supervision of the Guangdong Province in the PRC and “Standard
of Smoke and Dust Emission for Industrial Kiln and Furnace” (T 2
ZIE AR T AR ZE GBO078-1996).

In order to minimise the emissions of metallic dust, we collect and
reuse the ball blast dust by a cyclone dust collector with a shot
blasting machine. We also gather the weld fumes and exhaust gas
by using collection channels to release them through an exhaust
funnel that is approximately 15 metres in height.

There were no cases of non-compliance with laws and regulations
relating to air pollution and greenhouse gas emission during the
reporting period.

Hazardous Waste & Non-Hazardous Waste

Our operations in Hong Kong do not impose any material impact
on generation of hazardous and non-hazardous wastes, and/or
discharges into water and land.

Our operations in the PRC principally generate non-hazardous
wastes including scrap metal and metal powder; and minor
hazardous waste including machinery oil, used oil rag and waste
cutting fluid buckets.
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We comply with the requirements as set out in the local
environmental protection laws and regulations in the PRC,
including, but not limited to, the “Law of Environmental Protection
of the PRC” (£ AR A FBERFR#EX), the “Law of the PRC
on Prevention and Control of Water Pollution” (FRZE A R £ FE 7K
y5 B8 %), the “Law of the PRC on the Prevention and Control
of Atmospheric Pollution” (7 % A R AN [E B2 B #1755 IR R A
’%), “Regulations of Guangdong Province on Prevention and
Control of Environmental Pollution by Solid Waste” (/& 3R & & §& fF
W5 RIRIE B A 16 M01).

To mitigate the effects of waste disposal, we engage qualified
recyclers who have obtained the “Hazardous Waste Collection,
Storage, Disposal Business License” (B[ EEIIWE ~ 17 - BRE
48 & 2 1] ) and “Dangerous Goods Road Transport Business
License” (3B 3% /&% & ¥ i& 8 £ & 37 7] %) to dispose hazardous
waste, such as metal powder and scrap metal, and return cutting
fluid buckets back to the suppliers for recycling purposes.

Water is neither used nor released in our production processes.
Our PRC office utilises low levels of water and releases non-
hazardous waste water and sanitary sewage. The Group complies
with “Discharge Limits of Water Pollutants” (7K 55 2% % #F 7R (&
DB44/26-2001).

The employee canteen located at our PRC factory mainly produces
non-hazardous waste water and sanitary sewage. Waste water is
handled by the use of three-stage sludge to separate oil and slag,
while sanitary sewage is first processed by the use of three-stage
septic-tank. Waste water and sanitary sewage are then further
processed by Wusha sewage treatment plant before being released
to Honggqi drain channel located in the Guangdong Province in the
PRC.

The Group is not aware of any material cases of non-compliance
with laws and regulations relating to generation of hazardous and
non-hazardous waste arising from its operations, and waste
discharges during the reporting period.

Yuk Wing Group Holdings Limited
ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2016/17

BT AP BEEMRRERSERAE
MARE  BREFRRIHEARKM
BIRBEREE ] [HEARKMBEKS
RPEE] THREARKNBEEEEY
BRRENAE] K EREEREYS

RBREBHAGD] -

REERIEMEBEXRNOTZE - HAM
BHEIE [ehEDMERSE  #F  BEL
BIAE] R EREREERKERT
AEINAEROAKAR UEBEEE
BEE(MeBNRKLESE) A KRR
FERZEIRIRFEF IR EE Y 2 A -

BMREEBREFR  BEFH IR
Ke BHMHMFPBRPERAKER T
PERUEEREK R AEIEFK - KEEFE
[ 755 2 Y0 ¥k B BR 1B DB44/26-2001 ] &9
23K o

UREMTEIBHEIRETRZGE
R REK M AR ITK o BEKIE B =B
BOTURR A 2 R o B2 408 - T A 5& )5 7K R
BARB=-BRIIEMEE - Hig - &
KRR FRKEFEALRPEERER
ALEBEICRAT - BEKEBEDI5KEEIE
JBE — P RR IR

RBEHRE - AREYTERBEARE
EBELENEEREZERYM ALY
EMEBREERBERNERNEER -



Use of Resources

Efficient use of energy is more than just consuming less, but also
making the most efficient usage of energy we consume, while
delivering safe and quality products to our customers. Our office
and factory processes implement effective energy conservation
measures in order to reduce greenhouse gas emissions and
consumption of resources.

Our operations in Hong Kong do not impose any material impact
on the use of resources.

For our production operations in the PRC, energy and resource
usage includes domestic water, electricity, steel and petroleum
gas. We comply with the requirements as set out in the local
environmental protection laws and regulations in the PRC,
including, but not limited to, the “Environmental Protection Law of
the PRC” (P 2E A R HFNBIIRIZIR7E)X) regarding the efficient use
of resources, including energy (mainly electricity), water and raw
materials. We have implemented the “Policy for Mitigating
Greenhouse Gas Emissions and Saving Resources” in order to
prevent wastage of water, electricity and raw materials in our
operations.

The water consumption of the Group is minimal, as a majority of
the water consumption is for basic cleaning, sanitation and
domestic use. In order to reduce water wastage, we inspect the
operations of water supply facilities and promote water
conservation awareness of the employees.
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The main practices that help us reduce the use of resources and
protect the environment include:

1. Control raw material usage and reduce raw material wastage
by procuring raw materials, especially tungsten carbide ring,
with size as similar as that of finished products, and
monitoring the quality of our work-in-progress and products;

2. Switch off electrical appliances and lights during lunch hours
and non-working hours;

3. Keep indoor temperature at 24 degrees celsius or above to
reduce unnecessary energy wastage;

4.  Keep the doors closed while using the air conditioning
system;

5. Control paper usage and promote the concept of double-side
printing; and

6.  Recycle cutting fluid, which is used for prevention of floating
metal dust in the air.

Environmental Impact

The production facility in the PRC complies with the “Emission
Standard for Industrial Enterprises’ Noise at Boundary” (T 12
R 57 ER 35 1 22 HF U Z YE GB12348-2008). During the production
process, comprehensive control of noise is adopted which includes
sound insulation, vibration reduction, noise elimination and sound
absorption.

Yuk Wing Group Holdings Limited
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SOCIAL

Employment and Labour Practices

The Group regards its employees as its most valuable assets. The
Group’s internal policies have been implemented in order to comply
with relevant labour laws and regulations related to compensation
and dismissal, recruitment and promotion, working hours, rest
periods, equal opportunity, diversity, anti-discrimination and other
benefits and welfare, employment development and training, child
and forced labour.

As a responsible employer, we comply with all relevant employment
laws and regulations, including “Employment Ordinance”, “Minimum
Wage Ordinance”, “Employees’ Compensation Ordinance”, and
“Mandatory Provident Fund Schemes Ordinance” in Hong Kong,
and the “Labour Law”, “Labour Contract Law”, and “Law of the
PRC on Work Safety” (R A R R Z 2 £ E %) in the PRC.

During the reporting period, there was no case of non-compliance
in relation to labour laws and regulations.

Compensation, Dismissal, Recruitment, Promotion, Working
hours and Rest Periods

We are committed to providing our employees with critical benefits
including annual remuneration, bonus for full attendance and
compensation to leaving employees. Our employees are entitled to
legal holidays, marital leave, maternity leave, etc.

Open recruitment is conducted through various methods such as
recruitment advertisements, online recruitment, campus
recruitment, job market recruitment, and head-hunter referral.
Comprehensive evaluation will be conducted for every applicant.

For effective personnel management, the rewards (e.g. promotion)
and punishments (e.g. dismissal) are linked to employee attendance
and performance.

The employees’ rest time is well respected. To comply with “Labour
Law” in the PRC, we manage the work schedule for our employees
in PRC production facility with no more than 8 working hours per
day and no more than 44 hours per week on the average. Any
arrangements of overtime work are agreed by the employees
voluntarily to prevent forced overtime work.
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Child Labor and Forced Labor

The Group does not tolerate the recruitment of children and/or the
use of forced labour. During the reporting period, the Group had no
non-compliance cases regarding violation of relevant child labour
and forced labour laws.

To ensure that the Group complies with the “Employment
Ordinance” in Hong Kong and “Labour Law” in the PRC, stringent
internal review procedures are taken. For example, during the
recruitment process, the responsible personnel collect the identity
documents from candidates to ensure that the age of the
candidates can meet the legal requirements.

Equal Opportunity, Diversity, Anti-discrimination

Our Group is committed to providing a friendly working environment
where our employees are treated fairly and equally. All employees
are assessed regularly based on their ability, job performance and
contribution, irrespective of their nationality, race, religion, disability,
sexual orientation, political opinion, gender, age or family status.
Harassment and discrimination are strictly prohibited within the
Group as stated in its “Staff Handbook”.

The Group has established a “Staff Handbook” which clearly
defines the rights of its employees, recruitment procedures,
dismissal procedures, attendance management procedures,
promotion procedures, working hours, leave entitlements,
internship arrangements, other benefits and welfare. To ensure that
our employees follow our labour policies and understand theirs
rights and obligations, written employment contracts are signed
with all our employees and a copy of the “Staff Handbook” is
provided to our employees.

All employees who have successfully completed the probationary
period are entitled to special leave such as paid marriage leave,
matemity leave, and bereavement leave, as the case may be.

Health and Safety

We are dedicated to providing a working environment that
prioritises the occupational health and safety of our employees and
protection of employees from occupational hazards. The Group
complies with relevant laws and regulations relating to provision of
a safe working environment and protection of employees from
occupational hazards in Hong Kong and the PRC, including but not
limited to the “Law of the PRC on Work Safety” (Fr2E A R F1E
Z 24 #EK) and the “Regulations on Work Safety Permits” (%%
HEEERT AT REAERA).

Yuk Wing Group Holdings Limited
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To fulfil commitment of providing a safe working environment to our
employees, we have established a set of comprehensive policies
covering occupational health system, safety management system
and detailed machine operation rules for each production process.
The Human Resources Manager is responsible for monitoring the
compliance of the Group with all the relevant laws and regulations.

The Group has developed emergency plans in regard to production
disruption, fire control, unexpected events and industrial injuries. In
case of the occurrence of any unexpected event, actions are taken
immediately in accordance with the emergency plan. The Group
should first report the nature of the accident, and then should
investigate and analyse the possible causes in order to implement
remedial measures. Furthermore, the Group assesses its
production effectiveness and impacts on the environment in order
to prevent any unexpected events with the expansion of negative
impacts on the environment.

The Group has established a “Fire Safety Management Guideline”
in order to ensure that its employees are aware of the procedures
in case of any unexpected events. We also perform regular fire drills
to ensure that employees are well aware of evacuation routes and
fire extinction measures.

We ensure that our workers are technically and professionally
certified before assigning them to operate any special equipment.
The Human Resources Department ensures that the certificates are
valid and keeps the certificates during the period of our employees’
service with the Group.

To further ensure compliance with safety requirements in our
production facility, the Human Resources Department also
performs daily inspections on hygiene, workplace and machinery
safety, and regular inspections on designated protective measures,
including wearing of protective clothing and face masks by
employees while they are operating machines.

In addition, the Group provides regular safety and first aid training
to different levels of employees in order to strengthen the safety
protection awareness of its employees.

The Group also ensures that all its employees receive proper
medical care and treatment in the case of work related injuries.
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Development and Training

As mentioned in the “Health and Safety” section, the Group has
established a broad employee training programme covering
production safety, fire safety and occupational health. Various types
of internal training courses are regularly provided to all employees.

Training is provided to newly recruited employees by their
department supervisor about the Group and their department
structure, their responsibilities, required skills and working
instructions.

In April 2016, occupational health training was provided by the
Safety Manager of the Group to all employees in the PRC
production facility, covering requirements under the relevant laws
and regulations and the Group’s policies, such as use of personal
protective equipment, promotion of safety awareness in production
process, machinery operation and first-aid measures for minor
work injuries. In August 2016, training in machinery operation was
provided by the Safety Manager of the Group to production
workers in the PRC production facility, covering safety measures in
operation, maintenance and inspection of various machineries. In
October 2016, fire safety training and drills training were provided
by the Safety Manager of the Group to all staff in the PRC
production facility for demonstration of rescue skills including
evacuation route and use of fire extinguisher.

Supply Chain Management

The Group values the well-established and long-term relationships,
and effective communication with its suppliers. The Group has
developed a “Purchasing Policy (FREEEEHIE)” covering
procurement procedures, selection criteria for suppliers and quality
control on raw materials. We select suppliers based on factors
such as scale of production, on-time delivery, price advantage,
quality assurance, after-sale service and compliance with the
relevant laws and regulations on environmental and social matters,
including but not limited to, environmental impacts minimised and
child labour prohibited.

Approved suppliers are evaluated annually based on their quality of
products and services and compliance with the relevant laws and
regulations on environmental and social matters, and we continue
to cautiously select suppliers to ensure effective supply chain
management.

Yuk Wing Group Holdings Limited
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Product Responsibility

In order to minimise our product liability risk and ensure customer
satisfaction in the quality of our products, the Group has
established a “Quality Management System and Process Policy” (i
EEIRHIE N7 F2). The product quality is inspected by the Quality
Control Department. The Quality Control Department carefully
checks all processes, including the quality of raw materials, the
production process and the quality of finished goods. A product
inspection report is issued by the Quality Control Department for
the finished goods prior to the delivery of products to our
customers.

We have an experienced aftersales service team to ensure that
customers are using our products effectively. Upon request, the
aftersales service team provides onsite technical support at our
customers’ construction sites in Hong Kong and Macau. Whilst we
rely on our overseas distributors in Scandinavia, Japan and India to
provide the users with aftersales technical support in the first
instance, we also provide assistance to them in this regard when
necessary. Moreover, we offer other value-added services,
including repair services for the machineries and equipment, to our
customers.

The Group complies with the relevant laws and regulations relating
to product responsibility, including but not limited to the “PRC
Product Quality Law” (/2 A R 2L F1E Z= f3 & £ %), the Product
Liability Act in Finland and the Product Liability Act of Japan. During
the reporting period, no non-compliance case regarding product
responsibility, including product and services, health and safety,
advertising, labelling and privacy matters relating to products and
services provided by us and methods of redress was reported.

Customer Service

Sound customer service is essential in maintaining a long-term
relationship with our customers. Should our customers have any
complaint in relation to our products or services, they can do so in
writing, and our Quality Control Department should acknowledge
receipt of the complaint and respond in a timely manner. After the
complaint is accepted, internal investigation will be conducted in
order to find a practical solution so as to settle the complaint.
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Intellectual Property Rights

The Research and Development Department (‘R&D Department”)
files the documents for trademarks and patents, and monitors the
status and usage of the Group’s intellectual property (“IP”). When
potential infringement comes to the attention of the Group’s
employees, the matter will be reported to the R&D Department. The
R&D Department will then assess the matter on a timely basis, and
the matter will be reported to management for further action.

In the case of cooperation with third parties on research and
development, a technical cooperation agreement, specifying
relevant right of patent application, entitlement of patent, and
confidentiality of proprietary information, is signed with the relevant
parties to protect the Group’s IP rights.

In addition, every agreement signed by distributors, suppliers,
professional firms and agents (when the professional firm or agent
has access to the IP), and business partners contains the
confidentiality clause in order to protect the IP of the Group.

Employees of the Group are required to sign the confidentiality
agreement and anti-competitive agreement.

Data Protection

While a majority of the products are tailor-made by the Group as
required by its customers, construction drawings are passed to the
Production Department for the manufacturing process. In order to
ensure that the construction drawings should not be disclosed
without authorisation, the drawings are prohibited from copying or
scanning, the computers with the drawing files have no internet
connection, and no external USB storage devices can be used on
those computers.

Moreover, non-disclosure agreements are signed by all employees
of the Group to ensure that the production details are not
disclosed, without authorisation, to third parties.

Anti-Corruption and Money Laundering

All business operations of the Group are in compliance with relevant
local and national laws and regulations relating to prevention of
bribery, extortion, fraud and money laundering, including, but not
limited to, the Prevention of Bribery Ordinance (Cap. 201 of the
Laws of Hong Kong), Drug Trafficking (Recovery of Proceeds)
Ordinance (Cap. 405) and the Organized and Serious Crimes
Ordinance (Cap. 455).

Yuk Wing Group Holdings Limited
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The Group’s “Employee Feedback and Anti-corruption Policy” (&
B[O 88 M [ SE IR B 15 4R 0) clearly defines procedures and channels
for reporting corruption and fraud cases. Employees of the Group
are required to strictly observe the applicable laws and regulations
to prevent any acts of bribery, extortion, fraud and/or money
laundering from taking place. After detecting potential fraudulent
case, investigation is conducted with due care and the investigation
process is kept confidential. For the proven frauds, management
takes appropriate action immediately.

The Group strongly prohibits corruption and bribery committed by
its employees. In the case of conflict of interests, the employees
must declare their personal interests and report the matters to the
Group’s management. Employees are strictly prohibited to use
business opportunities, power and/or occupational position for
obtaining personal interests or benefits.

During the reporting period, no corruption and money laundering
cases were noted or reported.

Community Investment

Social care is embedded in the Group’s corporate culture as part
of our community policy. We aim to foster local community through
supporting our employees’ health and development.

To further understand the needs of the community, support the
local community and strengthen community relations, the Group
will look into the possibility of investing into the community as and
when the opportunity arises, e.g. donation to charity organisations.

As we look to the future, we will continue to devote our time,
resources and capital to fostering a stronger and more sustainable
Hong Kong. We believe that by sharing our knowledge and best
practices, we aim to contribute to the long-term development of
the communities we operate in.
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