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ABOUT US
B AN

San Miguel Beer was first produced by La Fabrica de Cerveza de San Miguel, an
upstart brewery in the heart of Manila, Philippines, that began its operations in
1890. In 1963, the brewery was renamed San Miguel Corporation (SMC) to reflect
its growing ventures into food and packaging. All beer operations were then under
the San Miguel Beer Division, a business unit of SMC.

As early as 1914, San Miguel Beer was being exported from its headquarters in
Manila to Guam, Shanghai and Hong Kong. A pioneer in Asia, SMC bought a
brewing facility in Sham Tseng in 1948 and established what is now SMBHK, the
current longest-serving beer manufacturer in Hong Kong. SMBHK was publicly-
listed with The Hong Kong Stock Exchange in 1963.

In the meantime, the domestic beer business was spun off from SMC to San
Miguel Brewery Inc. (SMB) on October 1, 2007. SMB acquired San Miguel Brewing
International Limited (SMBIL) from SMC in 2010 to achieve full integration of its
domestic and international beer businesses. SMB is a subsidiary of SMC and SMBHK
is a subsidiary of SMBIL. SMB is currently the 14" largest brewer in the world'.

Today, SMBHK (Stock Code: 0236) is the only international beer company having a
large scale brewery in Hong Kong. Its Yuen Long brewery not only supplies to the
local market but also exports to the international market.

SMBHK has two key subsidiaries in mainland China, namely Guangzhou San Miguel
Brewery Co. Ltd. (GSMB) and San Miguel (Guangdong) Brewery Co. Ltd. (SMGB).
GSMB, based in Guangzhou, takes care of the sales and marketing of beer in
South China. SMGB, based in Shunde, focuses on its beer manufacturing business
providing quality products and services to both GSMB and SMBILs export markets.

Hong Kong &8

70%

2017 Sales Revenue

by Operations
2017 BT
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Source: Canadean Global Beer Trend - 2017
' BEHAE : Canadean Global Beer Trend - 2017
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The Hong Kong operations include a brewery in Yuen
Long and the main office in Shatin. Aside from marketing
and distributing products that are brewed locally in Yuen
Long, we also import and distribute products from other
countries to ensure a varied portfolio that will be able to
cater to and satisfy the needs of the growing and highly
segmented Hong Kong market. To ensure that our products
reach the consumers, we sell directly to supermarkets and
convenience store chains; and key restaurants and bars.
Meanwhile, we also engage distributors and wholesalers to
ensure that our products are readily available in the market
at all times.

Brands sold in the Hong Kong market in 2017 include San
Miguel Pale Pilsen, San Mig Light, San Miguel Cerveza Negra,
Red Horse, Blue Ice, Valor, Bruck, Knight, Kirin, Arcobrdu, Angry
Orchard Cider, Blackthorn, James Boag's, Mac's Great White,
Magners Irish Cider, Mahou Cinco Estrellas, Samuel Adams
Boston Lager, Samuel Adams Rebel IPA, Spitfire Kentish Ale,
Whitstable Bay Blonde, and Whitstable Bay Pale Ale.

Our Yuen Long brewery also provides quality products
and services to SMBILs export market. Products from the
brewery are exported to Australia, Canada, Estonia, Italy,
Japan, South Korea, Mainland China, Malaysia, Maldives,
Panama, Qatar, Saudi Arabia, Singapore, South Africa, Taiwan,
UAE. and US.A, amongst others.

Key brands for the export market in 2017 include San Miguel
Pale Pilsen, San Mig Light, San Miguel Non-Alcoholic Beverage
(NAB), Red Horse and Blue Ice.
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Angry Orchard Cider * Blackthorn * James
Boag's » Mac's Great White ~ Magners Irish
Cider ~ Mahou Cinco Estrellas + Samuel Adams
Boston Lager ~ Samuel Adams Rebel IPA
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GSMB is responsible for marketing and selling beer
products in the South China market. Based in Guangzhou,
it sources its products from SMGB; and also imports from
Hong Kong and the Philippines. As the South China market
encompasses a vast territory, it is through carefully selected
distributors that our products are brought to the retail level.
We also serve directly to key supermarkets and convenience
store chains.

Brands sold in the South China market in 2017 include San
Miguel Pale Pilsen, San Mig Light, San Miguel Cerveza Negra,
Red Horse, Dragon, Dragon Gold, Dragon Platinum, Dragon
Qingchun, Guang's and Guang's Pineapple.

SMGB also provides quality products and services to SMBILs
export market. Products from SMGB are exported to South
Korea, Taiwan and UAE, amongst others.

Key brands for the export market in 2017 include Red Horse,
Ceus, Eliteand Valor.
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OUR APPROACH TO CORPORATE

SOCIAL RESPONSIBILITY
RANEREFEELE

S

The management and control of the business of the Company, including the
overall duty on the performance and progress of its corporate responsibility, is
vested in the Board; while specific responsibilities that relate to the day-to-day
operations are delegated to the Management Executives. The Company’s business
strategy is to drive profitable volume in a sustainable and responsible manner so
that we can build a consistent lasting value for our shareholders. The Company
is also committed to maintaining compliance with local statutory and regulatory
standards.

The Company's corporate responsibility works towards balancing and meeting
the different evolving needs and expectations of both the internal and external
stakeholders. As part of the SMB group, SMBHK adheres to the core purpose of
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leading the growth of the beverage industry, being the brand, business partner
and employer of choice, and making accessible its products and services to existing
and new markets; and to the core values of social responsibility, people orientation,
integrity, customer delight and excellence. These core purpose and core values
express the kind of company we endeavor to be. They guide the Company, its
management and its people in their day-to-day operations.

With these core purpose and core values in mind, and our continuous
communication with internal and external stakeholders, we prioritized the different
aspects of our Company that are most material to our stakeholders and to us for
inclusion in this report. These also helped direct our company objective, choice of
suppliers, employee engagement, community investments and profit.
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STAKEHOLDER ENGAGEMENT

&S

Our Company defines stakeholders as all those who affect, and/or are affected
by, our business. It embraces both internal and external stakeholders, ranging
from employees, trade partners, shareholders, suppliers, government and local
communities. We believe that engaging stakeholders is crucial for the sustainability
of our business, as this does not just help us understand the possible risks and
opportunities to our business, but also makes possible the actual mitigation of the
risks and the full comprehension of the opportunities.

We have an extensive range of stakeholders: from our shareholders who finance
our business; our employees who run our operations; customers who buy our
products to sell to consumers, who in return buy and consume our products;
suppliers and contractors who provide raw materials, equipment and services for
our operations; government and its agencies which regulate our business; and the
local communities where we operate.

We engage our stakeholders at a local level and/or Group level as we endeavor to
conduct our business sustainably and responsibly to ensure that our overall impact
is a positive one. We communicate with them through various channels such as
brewery visits, meetings and outreach programs to ensure that our stakeholders
are made aware of and understand our business and/or products.
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SMBHK recognizes the value of providing current
and relevant information to its shareholders and the
investing public. This is recognized by the board with the
establishment of the Shareholders Communication Policy
which is published in the section dedicated to investor
relations in our website. The effectiveness of the policy
is subject to review by the board and will be amended if
needed.

Every year, an annual report and an interim report are
delivered to our shareholders to ensure that they have
all available information reasonably required to make
informed assessments of the Company’s performance.
These information and the ESG report are made available in
our company website where various announcements and
notices are also published.

At the annual general meeting, shareholders are given
ample time to express their opinion and/or ask questions;
and in the event that there is not enough time to address
the questions; shareholders will receive a written reply
within 14 calendar days. Shareholders may continue to ask
questions and/or express their opinion through the various
available channels anytime in the year.

The SMBHK website also includes information related to
the Company’s corporate governance, such as the list of
its directors and their role and function, code for securities
transactions, whistleblowing policy, and information on
the Company’s audit, remuneration and nomination board
committees.

SMBHK has always recognized the important role of its
employees in the overall success of the Company, and
as such, we invest in our people by ensuring that they
are equipped with the necessary knowledge, skills and
experiences. We also offer competitive remuneration
packages commensurate with industry standards, as well
as provide attractive fringe benefits, including medical
and insurance coverage; and paid leaves on top of legal
requirements. SMBHK believes that keeping the employees
informed and listening to them are integral to their
continued motivation and enthusiasm about work, leading
them to take positive action to further the Company's
reputation and interests. SMBHK usually engages its
employees at the start the year with a Corporate Direction
Briefing where they are informed of the Company’s
performance for the previous year; and target and plans for
the current year.
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Once every two years, the Company conducts a formal and
comprehensive employee feedback survey to understand
the needs of its employees. The results of the survey
enable the Company to identify areas for improvement
and appreciate the priorities of its staff, and thus determine
which aspects to focus its efforts on. This is complemented
by our annual performance appraisal, when individual
employees can provide job and/or position related
concerns; and receive direct feedback from their supervisor.

Other structured communication platforms specially
designed with the employees in mind are our intranet and
the triannual employee newsletter entitled Beer Talks.

SMBHK's business is highly dependent on our customers.
The level of engagement and satisfaction a customer has
with the Company has profound effects on profitability.
For the long-term sustainability of the Company, we fully
understand that we must endeavor to establish loyal ties
with customers that have the necessary capabilities to
compete and stay ahead of competitors.

At the core of the engagement with our customers is
our strong and dedicated team of sales people who, on
a day-to-day basis, are in constant communication with
our customers. Our sales people ask questions, uncover
or create customer needs, and help the customer make
informed decisions.

Complementing this constant engagement is our customer
service hotline that offers customers support by providing
useful information, handling concerns and offering
appropriate recommendations. Representatives of SMBHK
are also contributing members of various trade associations.

SMBHK believes in evaluating the capabilities of our
suppliers and contractors to determine if they are able
to meet the requirements and needs of the Company.
Our focus is to develop collaborative, mutually beneficial
business relationship with strategic suppliers and
contractors to achieve greater and/or higher levels of
efficiency; and economic and competitive advantage.

Apart from the multiple interactions over time with our
suppliers and contractors through face-to-face meetings
and/or electronic means, the Company has a supplier
assessment system for key partners where higher level and
more detailed feedback are communicated on an annual
basis.
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We understand the importance of engaging the government
and other regulators in positive communication to make
certain that the Company is in compliance with all relevant
local laws, rules, requlations and standards. This, in return,
facilitates the continuous grant of specific licenses and
permissions.

SMBHK is also actively in consultation with the government
in the area of policy and regulatory framework development
that relates to the beer industry. We participate through
having direct meetings with government agencies and/or
legislators; and joining government initiatives, regulation
and policy working groups.

SMBHK participates actively in industry and professional
organizations that are relevant to its local operations and
industry.

As an active member of these organizations, SMBHK
shares expertise and knowledge on best practices that will
benefit the industry as a whole and assist in raising industry
standards. Also, through active partaking, SMBHK is kept
abreast of issues and best practices in the industry. This
provides us the knowledge and understanding through
which we can contribute to and influence public policy
positions.
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A few of the many industry and professional organizations
that SMBHK is a member of are:

Hong Kong General Chamber of Commerce (HKGCQ),
the oldest business organization in Hong Kong, whose
mission is to promote, represent and safeguard the
interests of the Hong Kong business community.

The Hong Kong Food, Drink & Grocery Association
(FDGA), an industry-issues driven association that was
established to provide a forum for companies active in
manufacturing, importing, marketing and distribution
of branded food, drink or grocery products in Hong
Kong. SMBHK is a member of the Executive Committee.

Hong Kong Forum for Responsible Drinking (FReD),
a coalition formed by the major companies engaged
in the importing and selling of beer, spirits and wine
in Hong Kong, with the aim to provide a platform
for the alcoholic beverage industry to engage the
Government, lawmakers, catering trade, consumers and
other stakeholders on initiatives to promote responsible
drinking in Hong Kong. SMBHK was the Chairman of
the organization.

The Hong Kong Institute of Human Resource
Management (HKIHRM), the most representative
human resource management professional body in
Hong Kong with the mission to develop, maintain and
enhance professional human resource management
standards through its members and partners, and to
increase the value and influence of the human resource
management profession.
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The Company is committed to being an active and
supportive member of the community. Our engagement
with the community ranges from the immediate district
to the wider city-level where our brewery is located.
Our commitment is exercised at the company level and
employee level. At the company level, SMBHK engages in
two-way communications with key charitable and non-
governmental organizations to understand their needs
and how the company’s support is or will be utilized. At the
employee level, their involvement is encouraged, and such
voluntary participation leads to awareness, engagement
and better understanding of the support the community
needs.

SMBHK monitors how the different environment, social
and governance aspects of the Company are perceived
by the media and how they may be communicated to the
public. These insights are provided to our executives based
on their functions and needs so as to ensure that they are
taken into consideration in the decisions made for greater
understanding and balance.

A special time is allotted for the media after our annual
general meetings to ensure that questions in relation to the
Company’s performance are answered and the Company’s
positions are understood with clarity. On top of this, several
channels are also provided so that the media may engage

the Company whenever the need arises.
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ESG DISCLOSURE
RIR  #HBRERKE

2 90% of Non-hazardous Waste are

spent grains. Spent Grains are the
leftover malt and adjuncts after the
mash has extracted most of the
sugars, proteins, and nutrient.
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3 92% of Non-hazardous Waste are

spent grains.
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4 94% of Non-hazardous Waste are

spent grains.
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Emissions

The Company endeavors to continually improve the
management of its operations to prevent pollution and
minimize waste.

Over the last few years, the Company has gradually
increased the use of biogas generated from our anaerobic
wastewater treatment plant to reduce the use of fossil fuel.
Unlike aerobic treatment, the anaerobic treatment produces
excess energy in the form of biogas while improving the
properties of the wastewater in order to ensure that the
wastewater can be safely discharged into the environment,
as well as reduce CO, emissions.

In 2017, we used around 25,904 cubic meters of biogas that
is equivalent to 20,023 liters of diesel, which is approximately
1.3% of the Company’s total diesel consumption in the
brewery for the year. The use of biogas is projected to
have reduced emission of greenhouse gas by 49 tons. The
Company hopes to increase the use of biogas from 1.3% to
2.0% of our total diesel consumption in the brewery in 2018.

In 2016, the Company modified the water system in the
brewhouse. The modification allowed the water for the
wort cooling process to be sourced from a tank with a lower
temperature, which saves on the refrigeration load. In 2017,
this initiative has reduced the Company’s use of electricity
by 180,000 kWhr, and averted 223 tons of CO, emission.
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SMBHK has no material non-compliance on applicable
laws and regulation in relation to air and greenhouse gas
emissions, discharges into water and land; and generation
of hazardous and non-hazardous wastes.

The Company ensures proper handling of both hazardous
and non-hazardous wastes by contracting only Hong Kong
government-licensed waste collectors.

Use of Resources

SMBHK endeavors to continually improve the proper
management and usage of the different resources not only
to reduce operating costs, but also to reduce the effect
of the usages to the environment. The Company is also
committed to continuously train and encourage all our
employees to be more environmentally conscious.

Water is a major material in the production of beer and the
Company subscribes to the Water Supplies Department of
Hong Kong whose main sources of water are rainwater from
natural catchment and the supply from Guangdong. While
there is no issue in sourcing, the Company employs several
water recovery programs. Water recovery programs can
provide additional water for productive and environmental
purposes, while reducing the overall costs to the Company.
Some initiatives include the water recovery of clean-in-place
(CIP) final rinsing water during cleaning for the re-use as
pre-rinse in the subsequent CIP maintenance period; and
the water recovery of cans rinsing water as heat transfer
medium in the pasteurization process.
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The Environment and Natural
Resources

SMBHK strives to minimize the impact of our operations
on the environment and natural resources. The Company
endeavors to manage its operations to prevent pollution
and minimize waste. It works with suppliers and contractors
to ensure that they also understand the importance of
environmental protection.

A situation identified by the Hong Kong government as
having a significant impact to the environment is the waste
problem of glass beverage bottles. Currently, a significant
volume of glass containers end up in the landfill. The Hong
Kong government is introducing a producer responsibility
scheme (PRS) to not only save Hong Kong's limited landfill
space but also help Hong Kong turn waste into a resource.
The Company has been in frequent communication with
the government on its implementation of this scheme
with focus on operational efficiency and effectiveness of
execution.

While the Company sells beer in glass bottles, it is important
to note that they comprised only 17% of the Company’s
local sales in 2017. Seventy-eight percent (78%) of the
Company’s local sales in 2017 was in aluminium cans,
which are rarely found at Hong Kong landfills. This is due to
the active private market that recovers waste aluminium
cans at viable prices and facilitates their eventual recycling.
Also rarely found at Hong Kong landfills are beer kegs as
they have long reusable life. Moreover, kegs are traded for
recycling at the end of their useful life. The Company has a
big population of kegs in the market and they account for
5% of our local sales.

Employment

SMBHK employed an average of 237 people in 2017 with
98% of them under permanent employment. We recognize
that our success is driven by the contribution of each of our
employees; and by having the right workforce with the right
skills, commitment and motivation. The age distribution of
SMBHK's workforce is comparable between the younger
and the older, with the majority of the employees being
between 30 to 50 years of age and the average age of the
workforce in 2017 at 40.9. On the average, the employee
turnover rate of SMBHK is 23%, with the highest rate
amongst the employees who are below 30 years old.
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SMBHK recruits and promotes employees based on their
suitability for the position and their potential to contribute
to the Company. We are committed to promote our
employees’ material well-being by offering competitive
remuneration and benefit packages commensurate with
the industry standards and which comply with applicable
law. We remunerate according to the skills and performance
of our employees within the context of local competitive
conditions and performance of the Company. We offer
benefits according to what is being practiced in the market;
and help our employees build financial provisions for their
retirement according to local laws.

SMBHK supports and encourages an environment where
everyone can freely communicate their opinions and
suggestions; and where a wide range of visible and invisible
differences that exist among its employees can co-exist and
be treated fairly and respectfully.

We do not tolerate harassment or discrimination on the
basis of race, colour, national or ethnic origin, sex, pregnancy
or marital status, age, disability, religion, sexual preference,
or some other characteristic specified under relevant and
applicable local legislations.

Each employee is afforded the opportunity to explain
in case of dismissal and is treated in a just and dignified
manner during investigations. SMBHK takes appropriate
measures to ensure that the rights of its employees are
protected.

SMBHK strives to exceed local applicable requirements in
relation to wage protection, rest days, holidays with pay,
paid annual leave, sickness allowance, maternity protection,
severance payment, long service payment, employment
protection, termination of employment contract; and
protection against anti-union discrimination.

In recognition of the importance the Company accords to
family core values, its efforts to foster a pro-family culture
and environment within its organization, and the family-
friendly employment policies and practices it implements,
the Company was given the biennial Family-Friendly
Employer Award by the Family Council for the years 2015
and 2016. The Family Council also gave the Company the
Award for Breastfeeding Support for providing suitable
facilities in the workplace to support employees who are
breastfeeding.

SMBHK has no material non-compliance with applicable
laws and regulations on compensation and dismissal,
recruitment and promotion, working hours, rest periods,
equal opportunity, diversity, anti-discrimination, and
benefits and welfare for the year 2017.
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SMBHK continued to have no work-related fatality in 2017. =B —+4F - HE S HEE L EETEH

| 2014 | 2015 | 2016 | 2017 |

TOTAL WORKFORCE #2{EE A &

Meanwhile, the lost days due to injury have decreased by
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Health and Safety

SMBHK aims to provide a safe environment for our
employees, contractors and visitors. The Company has a
comprehensive health and safety manual which contains
the Company’s guidelines and procedures in order to
create a healthy and safe environment. The Company has a
Safety Council representing the management and a safety
committee representing the employees to ensure effective
communication, monitor compliance, regularly review
safety measures, and establish immediate and long term
action plans when work accidents occur.

SMBHK has no material non-compliance with applicable
laws and regulations relating to health and safety for the
year 2017.
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that the Company has adopted are:

The Safety Council was established to direct all safety
initiatives within the Company to ensure that a safe and
healthy work environment is provided for all employees
and our safety systems and procedures meet local legal
standards.

All employees are advised by their supervisors of the
following safety precautions relating to their job or
environment:

*  Offices — Location of fire extinguishers, fire exits and
fire alarms, evacuation policy and procedure, etc.

*  Production - Proper handling of heavy objects,
protection from malt dust, diatomite dust, slippery
floor, noise, broken bottles, caustic, hot liquid and
electrical shock, evacuation policy and procedure,
etc.

*  Engineering — Proper handling of heavy objects,
protection from cranes, abrasive wheel, electric
shock and slippery floor, evacuation policy and
procedure, etc.

* Yard - Safe ways to drive forklifts, pallet height
standards, protection from broken bottles,
evacuation policy and procedure.

*  Sales — Proper handling of heavy objects and
broken bottles, evacuation policy and procedure,
etc.

The Company provides safety equipment to employees
whose jobs require them to work consistently in a
hazardous environment.
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The Human Resources and Administration Department
and the Safety Council arrange employee awareness
programmes on occupational safety and health on a
periodic basis.

Direct supervisors investigate safety accidents and
incidents; and re-educate the relevant personnel
through the use of case studies to prevent repetition
and reinforce the concept of safety at work.

The Human Resources and Administration Department
and the Safety Council conduct regular safety inspection
in the workplace to ensure that the Company’s safety
standard is maintained.

Employees have the right to refuse to work in an unsafe
environment where the safety protective equipment is
insufficient for use. Employees can lodge a complaint
to the Company following the Employee Grievance
Procedure should they be penalized by their respective
superiors for such refusal.

Development and Training

The Company has always recognized the role the workforce
plays in its overall performance success, and such, we invest
in our people by ensuring that they are equipped with the
necessary knowledge, skills and experiences. We believe
in investing resources in training, seminars, mentorship
and team-building workshops, to develop our employees,
support their professional growth, and foster harmony in
the organization.

The annual performance appraisal is conducted for all
permanent employees. This provides an open two-way
communication between employees and their superior to
assess their performance, personal and career development,
and training progress. This is also the time when specific
work objectives and improvement targets are set.

The Company provides, at its own cost, training which
includes internal and external courses. To improve the
quality of the training, the effectiveness of instructors
or the choice of training providers, we solicit feedback
and recommendations from participants by means
of assessment forms. Some of the key training and
development programs we had in 2017 are:

Safety Management Workshop

San Miguel Beer Awareness Training
7 Habits of Highly Effective People
Training The Trainer Workshop
Anti-Corruption Seminar
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Gender M5

Male 514

Female 2Z%

Employee Category & S 387
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Labor Standards

Consistent with the local labor legislation, the Company
does not use child or forced labor in any form.

The Company defines child labor as the recruitment, hiring
and employment of workers under the minimum legal
working age of 15. For young workers, defined as a person
of or over the age of 15 years but under the age of 18 years,
the Company ensures that it follows the legal maximum
working hours and working days set by the government. It
is the Company’s policy not to allow young workers to work
overtime, at night, during rest days, statutory holidays, or in
hazardous jobs.

The Company defines forced labor as situations in which
persons are coerced to work through the use of violence or
intimidation, or by more subtle means such as repayment
for accumulated debt, retention of identity papers or
threats of denunciation to immigration authorities. It is the
Company’s commitment to only work with licensed labor
agencies or brokers who comply with all applicable local
laws.

SMBHK has no material non-compliance with applicable
laws and regulation on child and forced labor for the year
2017.
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Supply Chain Management

SMBHK is committed to source goods and services from
suppliers who share its core values and integrate them
into their own operations. To this end, SMBHK works
to build relationships with suppliers who cultivate safe
working environments, promote dignity and respect for
their employees, and advance responsible environmental
practices. To ensure that its suppliers conduct their
businesses consistent with SMBHK's principles and values,
SMBHK has adopted and published a Supplier Code of
Conduct in 2015, which outlines the standards that SMBHK
expects its suppliers to espouse. The details of the Supplier
Code of Conduct can be viewed in the Company’s website.

NUMBER OF SUPPLIERS BY

GEOGRAPHICAL REGION
Tt E S N HER R E
America FEM

Asia Z2M

Europe BUM

Oceania AJF M

Product Responsibility

The effect of SMBHK's products and services to our
customers and consumers are very important to the
Company. The Company exercises due care in the design,
production and sourcing of its beverage products to
ensure that they are fit and safe for consumption. The
Company communicates information related to its products
and services with due consideration to the needs of its
customers and consumers and their rights to privacy.

In its advertising communications, SMBHK sees to it that
such communications are in accordance with the Hong
Kong Broadcasting Ordinance, the Communications
Authority’s Code of Practice and The Association of
Accredited Advertising Agencies of Hong Kong's Code of
Practice. Also, we are a member of the Hong Kong Forum
for Responsible Drinking (FReD) and a signatory of its
Marketing Code of Conduct Principles. As a member of
FReD, SMBHK recognizes that the responsible promotion
of alcoholic beverages is in the interests of the industry
and society as a whole. The Marketing Code of Conduct
Principles applies to all forms of commercial communication
by SMBHK and its purpose is to ensure that our sales and
marketing communications (including advertising and
labeling) are consistent with responsible drinking behavior.
The details of the Marketing Code of Conduct Principles can
be viewed in the FReD website (www.fred.org.hk).
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As part of our Quality Assurance process, SMBHK strives to
ensure that all its labeling initiatives, be it primary (bottles
and cans) or secondary (carton boxes), are in compliance
with local laws and regulation.

SMBHK has no material non-compliance with laws and
regulation relating to its products’ health and safety,
advertising, labeling and privacy matters for the year 2017.

Consumer and customer satisfaction are very important to
the Company and they do not just serve as goals but are
among the very foundations of the Company’s business
activities. Feedback, whether in the form of comments,
requests or concerns, serves as vital inputs into the
improvement of the Company’s management and the
development of our products and services.

In relation to consumer or customer concerns or problems,
the Company has a system that strives to consider
and respond to these concerns or problems correctly,
courteously and swiftly. We see every form of feedback
as a crucial opportunity that should be embraced with
commitment and integrity to further enhance our
relationship with our stakeholders.

The Company is pleased to report that there was no
product sold subject to recall for safety and health reason in
2017.1n 2017, the total number of problem-related feedback
has dropped by 37% when compared with 2016.

Problem-related feedback that concerns products or
services, be it from consumers, customers or the general
public, are all logged and recorded in a specially-designed
system. Trends are monitored closely to determine whether
a problem is an isolated case or a recurring one. Feedback
from consumers and the general public are dealt with
by the Corporate Affairs section, which acts as the main
contact point during the whole process, from receiving
and exploration of the feedback up to the provision of an
appropriate response. Feedback from customers, on the
other hand, is handled by the Sales Department as part of

its on-going customer satisfaction responsibility and goal.
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Product-related concerns are directly forwarded to the
Quality Assurance team for immediate inquiry. Field visits
and various tests are conducted accordingly. If the product
concerned is supplied by a different brewery or by a partner
company, the source brewery or company will also be
informed, if necessary. Outcome from field visits and tests;
and/or response from other source breweries or companies
will be consolidated and analyzed to determine the required
and appropriate actions and response. The Manager
of the Quality Assurance team shall be responsible for
validating any non-conformities, including the magnitude
and seriousness thereof. If a product recall is required, the
Senior Manager of the Operations shall be responsible for
coordinating with the concerned parties in implementing
the product recall in accordance with the Centre for Food
Safety standards and guidelines.

Service-related concerns are sent to the relevant
department for immediate resolution and improvement.
The relevant department may look into its operations or
the operations of subcontractors or suppliers, if necessary.
Outcome from the inquiry will be consolidated and
analyzed to determine the required and appropriate
actions and response.

SMBHK has policies on respecting intellectual property
rights and avoiding infringing acts when discharging
its duties in the course of business. The policies apply
to all employees of the Company, including casual and
contractual employees. The policies, in particular, deal
with, but are not limited to, computer software, books,
newspaper, magazines, internet information, audio and/or
visual recordings. Section managers are tasked to ensure
proper records management and to monitor usage of
copyright assets by their respective work functions.

SMBHK collects a range of personal information in its course
of doing business. The Company strives to ensure that
personal data provided by customers and business partners
are protected. Section managers are tasked to ensure that
the personnel who handle data of customers or suppliers
keep the said data in strict confidence and use the same
for the specified purposes only; and that all confidential
documents are stored properly.

Anti-Corruption

The Company believes that honesty, integrity and fair-play
are important assets of the organization. All employees
must ensure that the Company's reputation is not adversely
affected by dishonesty, disloyalty or corruption. They are
expected to conduct the business affairs of the Company in
a professional manner and in full compliance with the laws
and regulations. It is the policy of the Company to prohibit
employees from soliciting any advantage from clients,
suppliers, contractors or any person in connection with the
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Company’s business. The Company has adopted the SMC
group’s Policy on Solicitation or Acceptance of Gift in 2016
as part of its continuous improvement to provide guidance
in handling gifts solicited from or offered by third parties/
business partners/suppliers to executives, employees,
consultants, and agents of the Company.

It is the Company’s policy that every employee should
take it as his personal responsibility to avoid engaging in
situations that may lead to or involve conflict of interests.
Employees should at all times ensure that their dealings
with customers, suppliers, contractors and colleagues do
not place them in a position that may lead to a conflict of
interest. Every employee or his family members who are
engaged, or consider engaging in, business, investments or
activities that may have existing or potential conflict with
the Company's interests must make a disclosure in writing.
Furthermore, all new employees are required to make a
disclosure of their interests when they join the Company.

In 2017, the Company invited the Hong Kong Independent
Commission Against Corruption to conduct preventive
education to all its employees to increase awareness and to
further build up an ethical corporate culture.

SMBHK is committed to complying fully with local anti-
money laundering laws, rules, regulations and standards.
SMBHK engages only with reputable customers involved
in legitimate business activities, with funds derived from
legitimate sources.

SMBHK has no material non-compliance in relation to
bribery, extortion, fraud and money laundering for the year
2017.

In pursuit of ensuring that the business of the Company
is conducted in the highest standards of fairness,
transparency and accountability, the Company has adopted
a whistleblowing policy in 2015. The policy details the
procedures and channels through which its directors,
employees and other interested parties may communicate
concerns, in confidence, about any possible misconduct or
malpractice within the Company. The details of the policy
can be viewed in the Company’s website.

Community Involvement

SMBHK endeavors to create positive impact in the
communities where it operates. We are committed to
creating meaningful change in these communities through
activities that are consistent with our organizational
objective; and business and social needs of each locality.
A characteristic of our business is the ownership and
operation of large-scale breweries; and this means that
we employ a significant amount of people and operate in
relatively less developed locations. With these, we are well
aware of our impact on these communities and we see it as
an opportunity to give back to the lives of those around us.
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The Company supports education through university
scholarship and sponsorship of university-related social
activities where the development of trust, peer support
and network are nurtured. Philanthropic efforts through
the provision of resources also form an integral part of our
community investment. The Company also supports the
arts, sports and local community-based non-governmental
organizations. We support charitable organizations and
suitable NGOs, not only through financial or product
support, but also with the experience and expertise of our
employees.

In 2017, the Company contributed to the community an
estimate of HK$576,191, 28% of which was received by
Hong Kong registered charities. The rest are given to entities
that are not registered charities but have purposes, or deliver
activities, that are broadly recognized as charitable and are
being managed in a way so as to deliver public benefit.
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Amongst the different types of issues these communities
face, one of the areas the Company focused on in 2017
was health. The Company supported organizations or
activities that prevent or alleviate illness or human suffering,
as well as promote health and healthy lifestyles. Some of
the organizations that the Company has contributed to
are the Society for the Promotion of Hospice Care, Lifewire
Foundation Limited and RunOurCity. The Company also
focused on social welfare, and arts and culture. Some of
the organizations that the Company has contributed to in
this connection are the Child Welfare Scheme, Hong Kong
Guide Dogs Association and South Island Cultural District.

The Company has been actively involved in the management
of the Hong Kong Forum for Responsible Drinking (FReD).
FReD aims to promote responsible drinking in Hong Kong
and to work in partnership with the government and/
or social organizations to support targeted initiatives that
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Of the total contribution, 18% was cash contribution
in which monetary amount was paid in support of a
community organization or project. Meanwhile, 82% was in-
kind in which the Company committed non-cash resources
to community activities. These include donations of the
Company'’s product or services.
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The Company also provides volunteer opportunities to
its employees by organizing volunteer services training
and events as part of its contribution to building a caring
community that promotes positive values of self-fulfillment,
and in enhancing the sense of social involvement among
its employees. In 2017, a total number of 122 employees
contributed 339 volunteer hours.

The Company received the 2017 Bronze Award for Volunteer
Service from the Social Welfare Department for its volunteer
service to the community. Also, the Company was awarded
the Caring Company Logo since 2014 by the Hong Kong
Council of Social Service in recognition of the Company's
good corporate citizenship and its efforts in building
strategic partnerships with non-profit organizations to
create a more cohesive society.
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