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l. Board Statement

ISDN Holdings Limited (the “Company”) and

its subsidiaries (collectively, the “Group”)
stringently fulfil their environmental and social
responsibilities. Through this Environmental,
Social and Governance (“ESG”) report, the Group
demonstrates its progressive performance

in terms of sustainable development to its
stakeholders during the reporting period. This
report has been prepared in accordance with the
Global Reporting Initiatives (“GRI”) Standards.

The Group developed its sustainability strategy
with the goal to create sustainable values to its
stakeholders, and to lower the Group'’s impact on
the environment. In order to carry out the Group’s
sustainability strategy from top to bottom, the
Board of Directors (the “Board”) of the Company
has ultimate responsibility for ensuring the
effectiveness of the Group's ESG policies. The
Board established dedicated teams to manage
ESG issues within each business division of

the Group. Designated staff was assigned to
enforce and supervise the implementation of
the relevant ESG policies. The Group is also
committed to constantly reviewing and adjusting
its sustainability policies to satisfy the ever-
changing needs of its stakeholders. Details of its
management approach in both the environmental
and social aspect can be found throughout
different sections of this ESG Report. The Group
believes sustainability is essential to the its long-
term development.

Il.  About ISDN

Headquartered in Singapore, ISDN Holdings
Limited is an integrated engineering solution
provider focusing on motion control, industrial
computing and other specialised engineering
solutions. The Group’s customers are primarily
manufacturers and original design manufacturers
of products and equipment that have specialised
requirements in precision controls. The Group
provides the full spectrum of engineering services
from conceptualisation, design & development to
prototyping, production, sales & marketing and
after sales engineering support.
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ISDN'’s vision is “To be the engineering solution
provider of choice focused on delivering innovative
and quality solutions to both its customers and
stakeholders”. To achieve its vision, the Group is
committed to doing the following:

To be recognized as the leader in all the
markets it serves

+ To continue to build enduring relationship of
trust with its customers and business partners
To be an employer of choice that inspires and
rewards performance excellence
To generate value for shareholders through
measured growth strategies in earnings and
distributions.
To conserve the environment through the use of
technology for better resource management

lll. Reporting Period and Scope of the
Report

This ESG Report covers the environmental

and social performance within the operational
boundaries of the Group that includes the Group’s
(i) business operation, which comprises sales and
administration offices in Singapore, Hong Kong, the
People’'s Republic of China (the “PRC"), Malaysia,
Vietnam, Taiwan, Indonesia, and Thailand; and

(ii) manufacturing operation, which comprises
manufacturing plants and warehouses in Wujiang,
Suzhou, PRC. Notable change in the operational
scope would be the inclusion of the Group’s sales
offices in Taiwan, Indonesia, and Thailand, which
has previously been scoped out of its operational
boundaries. The reporting period is the Group’s
financial year dating from 1 January 2017 to 31
December 2017 (“FY2017").

IV. Stakeholder Engagement

With the goal to strengthen the sustainability
approach and performance of the Group, the Group
puts tremendous effort into listening to both its
internal and external stakeholders. The Group
actively collects feedback from its stakeholders

to maintain a high standard of sustainability

within the Group, while also building a trustful

and supportive relationship with them. The Group
connects with its stakeholders through their
preferred communication channels below.
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Table 1 Communication with Stakeholders

Stakeholders Expectations and Concerns
T ZEAHRA & HALE FNBHE RS

Government and regulatory authorities

BB EE

Shareholders

ARER

Employees
8T

Customers

BF

Suppliers
e

General public

—RR R

- Compliance with laws and
regulations

- ESPAERER

- Support economic development

- TRFREE R

- Return on investments
- REEHE

- Corporate governance
- NAERE

- Business compliance
- EBEEN

- Employees’ compensation and
benefits

- B T AYFrENE F

- Career development

-BERR

- Health and safety in the working
environment

- TEREMEERZ S

- High quality products and services
- BEMER MRS

- Protect customers’ rights

- REER FE AL

- Fair and open procurement
- RERFRREE
- Win-win cooperation

-BREE

- Community involvement

-itESH

- Business compliance

- EBAEM

- Environmental protection awareness
- R RES R

3
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Communication Channels
BIERE

- Supervision on compliance with
local laws and regulations

- BERTE T ARER

- Routine reports

- BliTHRE

- Regular reports and
announcements

- ERERE A

- Regular general meetings

- EHBHRRAE

- Official website

- B R #8uh

- Performance reviews

- BEE

- Regular meetings and trainings

- FEHR e R B

- Emails, notice boards, hotline,
caring activities with management

- EEMEENE B HsE. &%
R IEE

- Customer satisfaction survey

-BERRRERT

- Face-to-face meetings and on-site
visits

- M EERME RS

- Customer service hotline and email

- B PRI FGNE T B

- Open tendering

- N BRTAE

- Suppliers’ satisfactory assessment

- EEmEE R

- Face-to-face meetings and on-site
visits

- mH E R MNE IR

- Media conferences and responses
to enquiries

- REER AR A EE



Materiality Assessment

The Group undertakes annual review in identifying
and understanding its stakeholders’ main concerns
and material interests for the ESG Report. In
FY2017, the Group engaged its stakeholders

to conduct a materiality assessment survey.
Specifically, internal and external stakeholders
were selected based on their influence and
dependence on the Group. Stakeholders with high
level of influence and dependence on the Group
were selected and invited to express their views
and concerns on a list of sustainability issues via
an online survey. The results from the materiality
assessment survey were mapped and presented
below.

Stakeholder Engagement Materiality Matrix

Important4

Importance to Stakeholders

Not

Important Importance to Group Important
# Environmental W Employment and Labour Practices

@ Community Investment

A Operating Practices

—_

2 Sewage treatment 57K EIE

Air and greenhouse gas emissions X 5% = A%
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=R FHEFEESEE HE
* R m MR T A B ot

3 Land use, pollution and restoration £iif#F . 353 HMikE

4 Solid waste treatment [& 8% EEZE 55 I8
BEA
6 Water use F7K

5  Energy use B

7  Use of other raw/packaging materials Efth FE&1EL/ S5 R # A

8  Mitigation measures to protect natural resources R B A & R 4E R HE e

9  Composition of employees & T#HRY

10  Employee remuneration and benefits & T 57 &/

11 Occupational health and safety B 224

12
13

Employee development and training & & 25 & ft% |
Preventing child and forced labour B LE & T 13 %145 T
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14 Suppliers by geographical region #&HhI2 (i & 8 5 L FERS

15  Selection of suppliers and assessment of their product/services it FERTIEIE & H & & /R 5214

16  Environmental protection assessment of the suppliers ffERS B IR EL(E

17  Social risks assessment of the suppliers fit g 4t & R 5

18  Procurement practices BT 5

19  Health and safety relating to products/services & f/RIEHERNEE R =

20 Customers’ satisfaction R EmEE
21  Marketing and promotion T T84 5% H#E &

22  Observing and protecting intellectual property rights & <7 FI{R#E &N 5% BF E1E

23 Product quality assurance and recall percentage 7 i 5 & {R#5 A1 23 & L 11

24  Protection of consumer information and privacy % 5 & FIFE FAIR &

25  Labelling relating to products/services ZE f/BRFS1ZSH: ERE
26  Preventing bribery, extortion, fraud and money laundering F71EBGEE. R, SEEAEE
27  Anti-corruption policies and whistle-blowing procedure [z J& BB 5% FIEE2RTEFF

28  Understanding local communities' need &t 751t [E A7 K

29  Public welfare and charity A 3@ 5| f1z =

With respect to this ESG Report, the Group
identifies “Customers’ satisfaction”, “Preventing
bribery, extortion, fraud and money laundering”,
“Occupational health and safety”, and “Protection
of consumer information and privacy” as issues
of highly important to both the Group and its
stakeholders. This review helped the Group in
meeting stakeholders’ expectation by prioritising
its sustainability issues and highlighting the
relevant material aspects.

Stakeholders’ Feedback

As the Group strives for excellence, stakeholders’
feedback is always welcomed, especially on
topics listed as highly important in the materiality
assessment. Readers are also welcome to share
their views with the Group at info@isdnholdings.
com or www.isdnholdings.com.
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V.  ENVIRONMENTAL SUSTAINABILITY

The Group is committed to ensuring long-term
environmental sustainability in places where
it operates. The Group stringently controls its
emissions and resource consumption through
implementation of the energy conservation
measures at its offices and manufacturing
factories.

This section primarily discloses the Group’s
policies, practices and quantitative data on
emissions, use of resources and the environment
and natural resources in FY2017.

A.1. Emissions

The Group complied with all relevant local
environmental laws as set out in the countries
where the Group operates. In FY2017, the Group
found no disregard to influential laws relevant

to air or greenhouse gas emissions, discharging
contaminants to water or land, and hazardous or
non-hazardous wastes.

In FY2017, the Group's greenhouse gas (“GHG")
emissions under Scope 1 (Direct Emissions),
Scope 2 (Energy Indirect Emission), and Scope
3 (Other Indirect Emission) were 405 tonnes
carbon dioxide equivalent (“CO,e"), 1,551 tonnes
CO,e, and 102 tonnes CO,e respectively. The
Group'’s total GHG emissions amounted to 2,058
tonnes CO, e, and the GHG intensity for the Group
was 7.04 tonnes CO,e/SGD (“Singapore Dollar”)
million. Other than GHG emissions, the Group
also generated 82 tonnes of non-hazardous
solid wastes (with an intensity of 0.28 tonnes/
SGD million), and 17 tonnes of non-hazardous

wastewater (with an intensity of 0.05 tonnes/SGD
million) in its operations. The Group’s operation did

not generate any hazardous waste. The Group'’s
total emissions is summarised in Table 2.
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Table 2 Total Emissions by the Group in FY2017

Emissions

HER [ E g

GHG Emissions

iR = AR HERT

Scope 1 (Direct Emission)

SEE (BEAR

Scope 2 (Energy Indirect Emission)

SEE2 (RETRREEHD

**Scope 3 (Other Indirect Emission)

SEES (HfthmEH)

Total (Scope 1, 2 and 3)
HEt CeEl. 2713)

Non-hazardous Waste Solid Waste

BEREEY) E R EEEY
Wastewater
757K

* Intensity was calculated by dividing the amount by
the Group’s FY2017 revenue of $$292.185 million

** The Group’s Scope 3 (Other Indirect Emissions)
includes only paper waste disposed at landfills

Business Operation

The Group is committed to environmental
protection in its daily operations. The Group has
established policies to reduce emissions coming
from the daily operation in the office. The specific
emissions generated were indirect greenhouse
gases emissions from use of electricity, and
municipal solid waste and wastewater generated
by the employees. The measures taken to reduce
electricity consumption in the office, and thus GHG
emissions from this business segment, are further
described in A.2.Use of Resources.

To reduce the amount of municipal solid waste
generated, the Group implemented the following
practices:

« Separate and recycle solid waste;

« Encourage employees to reduce use of
disposable items such as plastic tableware; and

+ Advocate office stationeries reuse.

Any non-recyclable municipal solid wastes

were collected and disposed by the property
management.

7
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Since the amount of wastewater generated
highly depends on the amount of water used,

the Group adopted specific measures to reduce
water consumption, which are further described
in A.2.Use of Resources. Municipal wastewater
was directly discharged into the property sewage
system.

Manufacturing Operation

In the manufacturing operation, the Group is very
prudent in controlling all discharges. Emissions
generated from the manufacturing production
process include air & greenhouse gases,
wastewater, solid waste, and noise in FY2017. The
Group has established internal policies to control
and manage air & GHG, wastewater, solid waste
and noise emissions.

Air & GHG Emissions

Air emissions from this business segment include
volatile organic compound (“VOC”) generated
during the production process. In FY2017, the
Group had designated collection ducts to collect
VOC, which was first purified by the external

air purification unit in the ventilation system
before being released to the atmosphere. The
main source of GHGs in this business segment
came from the use of purchased electricity,

while petroleum and diesel fuel consumed in
vehicles and backup generators were also major
contributors to the Group’s GHG emissions. The
Group has established internal policies to reduce
energy use and thus the air and GHG emissions,
as further described in A.2.Use of Resources. The
Group’s business has complied with the Integrated

Emission Standard for Air Pollutants ( < XE;524)

HREHERAZZEEY ).
Wastewater

Wastewater produced in this business segment
includes domestic wastewater and industrial
wastewater. Wastewater in compliance with the
Integrated Emission Standard for Wastewater (
G5/KEREHEMAZXEY ) was directly discharged
into the local sewerage system. As for industrial
wastewater, the Group assigned qualified
wastewater treatment company for its handling.
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Solid Wastes

The solid wastes generated in this business
segment include domestic solid waste from
employee’s daily life and electronic wastes.
Domestic and electronic wastes were well
sorted, collected, and recycled by local waste
management company. Notably, the Group has
obtained the CE marking in electronic waste
handling as required for relevant export markets,
such as the European Union market.

Noise

Noise is mainly generated from the operation

of machinery and equipment during the
manufacturing process. According to the
monitoring results from the factory in FY2017, the
noise level complied with the Industrial Enterprise
Boundary Noise Emission Standards ( « T3£1b 3
SRR HE AR EE Y ).

In order to maintain a green production
environment, the Group regularly inspects and
monitors the environmental conditions of the
operation areas to ensure emissions generated by
the Group strictly comply with the local emission
standards at all times.

A.2. Use of Resources

The Group has complied with the relevant laws
and regulations in relation to the Group’s use of
resources during the reporting period. In FY2017,
the Group consumed electricity, petroleum, diesel
fuel, water, paper, and paper packaging materials.
The Group has established internal policies to
ensure the efficient use of resources.
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Table 3 Total Use of Resources by the Group in
FY2017

Use of Resources Key Performance Indicator (KPI)
HRHF A B EIRE (KPI)

Energy Electricity
BEiR B
Petroleum
b
Diesel Fuel
SemEAR
Water Water
KEIR KER
Paper Paper
ik AR
Packaging Materials By Paper
sk AR

* Intensity was calculated by dividing the amount by
the Group’s FY2017 revenue of $$292.185 million

Electricity

The Group’s electricity consumption came from
regular operations of its offices and manufacturing
factories. In FY2017, the Group’s total electricity
consumption was 2,292 kWh'000 (with an intensity
of 7.84 kWh'000/SGD million). The Group also
requires its subsidiaries to stringently comply with
the Group’s energy saving policy.

The Group started replacing traditional light bulbs
with electricity-saving ones as well as educated
its employees about energy conservation and
emission reductions. It is widely acknowledged
that the electricity consumption is inextricably
correlated with GHG emissions. As the Group
started reducing its electricity consumption,
the total GHG emissions would decline
correspondingly. To ensure the effective use

of electricity, the Group has implemented the
following practices:

« Turn off all idle lighting and air conditioning
system;

« Turn off computers at the end of the day

+ Place energy saving reminder labels next to
switches;

+ Clean office equipment (such as refrigerator,
air-conditioner) regularly;

+ Replace old equipment with energy saving
equipment; and

+ Set temperature of air conditioners according to
the season.

Unit
BA{i st

RINVV/MHFEFAERERBRE

Amount

*Intensity (Unit/ SGD million)

‘BE (Bi/—E&HT)

kWh'000 2,292 7.84
TFET FL s

Litres 162,673 556.75
F

Litres 8,999 30.80
F

m?3 32,025 109.61
MK

tonnes 21 0.07
Mg

tonnes 76 0.26
Mg

* RIS 201 7B 292,185 E M O M
MR T B

AELEE THFE T B AR = RIS TR
EMNEE. 2017 BFE, AKEE JHFERR
R2292 TETRE (BEAR7.84 TETRES
BEFINEIT) o SN, AEEBRERET QAR
R8T AR E AR REIR
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Energy

The Group consumes petroleum in its vehicles and
diesel fuel in its back-up generator. In FY2017, the
amount of petroleum and diesel fuel consumed by
the Group were 162,673 litres (with an intensity of
556.75 litres/SGD million), and 8,999 litres (with an
intensity of 30.80 litres/SGD million) respectively.
To reduce the energy consumption during
operations and therefore address the challenge

of climate change, the Group highly encourages
energy saving through simple measures, such as
turning off all idle equipment and replacing highly
polluting vehicles with more environmentally-
friendly ones .

Water

The Group spares no efforts to educate its
employees on saving water. In FY2017, the Group
had no issues in sourcing water for its business
operation, and the total water consumption of the
Group was 32,025 m?® (with an intensity of 109.61
m?3/SGD million). To further improve the utilisation
efficiency of water resources, the Group has
adopted the following practices:

Place posters “Saving Water Resources”

in prominent places to encourage water
conservation;

Fix dripping taps immediately to avoid further
leakage of the water supply system;
Strengthen the inspection and maintenance on
water tap, water pipelines and water storage;
and

Use water saving equipment.

Packaging Materials

The Group uses paper based packaging materials.
In FY2017, the amount of paper packaging
materials consumed by the Group was 76 tonnes
(with an intensity of 0.26 tonnes/SGD million). To
reduce the use of packaging materials, the Group
opts for simple packaging and packaging that can
be re-used easily.
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A.3. The Environment and Natural Resources

The main natural resource that the Group
Consumed was paper. In FY2017, the amount of
paper consumed by the Group was 21 tonnes (with
an intensity of 0.07 tonnes/SGD million). To ensure
more efficient use of paper, the Group has adopted
the following practices:

Think before print: posting reminders to avoid
unnecessary printing;

Set duplex printing as the default mode for
most network printers;

Distribute information through email or
electronic bulletin boards;

Use environmentally friendly paper for printing
reports; and

Use the back of old single-sided documents for
printing or as draft paper.

VI. SOCIAL SUSTAINABILITY
EMPLOYMENT AND LABOUR PRACTICES
B.1. Employment

As at 31t December 2017, the total number of
employees of the Group was 809. ISDN believes
that its success in the engineering industry is
highly dependent on its employees; therefore, it has
devised a competitive compensation and benefit
package to attract, retain, and motivate employees.
Employees’ remuneration is commensurate

with their educational qualifications, industry
experience and interpersonal skills. Recruitment

of employees is based upon continual analysis of
human resource requirement in coping with the
Group’s business development. Salaries and wages
are reviewed annually based on performance
appraisals, qualifications, experience, position and
seniority.
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The Group provides equal opportunities for
employees in respect of recruitment, training and
development, job advancement, and remuneration
and benefits. The employees would not be
discriminated or deprived of such opportunities

on the basis of gender, ethnicity, religion, colour,
age, marital status, family status, pregnancy or
any other discrimination prohibited by applicable
laws. ISDN also appreciates cultural diversity in the
development of the Group, and therefore employs
people in a wide range of ages and ethnicities.

The Group believes that the exceptional working
experience, skill set and professional techniques
brought by the cultural diversity is of paramount
importance to the success of company and makes
for a friendly and harmonious workface by building
the trust among employees.

Apart from the basic package, other benefits
including severance pay, mandatory/central
provident fund, employment compensation
insurance, medical insurance, unlimited times
doctor visit reimbursement, annual leaves, sick
leaves, additional remuneration and benefits to
reward and recognise performing employees
such as performance based bonus, commissions
and variable annual bonuses are provided
discretionarily as well. Besides, based on the
different job duties of employees, local travelling
(parking and petrol inclusive) allowance, mobile
phone allowance, overseas travelling and meals
allowance, and overtime taxi claim are included
in the total remuneration and benefit package for
employees. During the reporting period, the Group
was in compliance with the following laws and
regulations related to employment:
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Table 4. Employment Laws and Regulations the FRAKREBFEHEELEEER
Group was in Compliance with

Hong Kong Employment Ordinance (Chapter 57 of the Laws of Hong Kong)
& CIEEEEY  ( «BBEFD $H57%F)

Mandatory Provident Fund Schemes Ordinance

CGRFMEAEEFTEERGD

People’s Republic of China The Social Insurance Law of the PRC
AR «HhEE AR FE MBS R A

The Provisional Measures for Maternity Insurance of Employees of Corporations
IEEBTEFRRETIEE

The Decisions on the Establishment of a Unified Program for Old-Aged Pension
Insurance of the State Council

CEFBHRAREIEZREBAR —FTERREY

The Decisions on the Establishment of the Medical Insurance Program for Urban
Workers of the State Council
B F5 e B A FEE 2 3 SE T BB (R IR F T2 AR E Y

The Unemployment Insurance Measures
CREERBRHEED
Singapore The Employment Act (Chapter 91) of Singapore (EA)
DI G REZE (EA) » ($91F)
Central Provident Fund Act
CHRAESEY

Employment of Foreign Manpower Act (Chapter 91A) of Singapore (EFMA)
MK REINESS T (EFMA) »  (5F91AFE)

Malaysia Employment Act 1955 (“EA 1955")
2R K1955FfEE> ( “EA 19557 )

Industrial Relations Act 1967 (“IRA 1967")
1967 FE 4 BRAMFEEY ( “IRA 19677 )

Trade Unions Act 1959 (“TUA 1959”)
C1959FE &%y ( “TUA 19597 )

Employees Provident Fund Act 1991 (“EPF 1991")
CI9VFEETAFESZEY ( “EPF19917 )

Employees’ Social Security Act 1969 (“SOCSO Act”)
1969F 8 TitEiRiExY ( “‘SOCSOE” )

Vietnam The Labour Code

HEg CEEEIEY
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B.2. Health and Safety

The Group has established work safety policies
and procedures to ensure that its operations are
fully in compliance with the applicable work safety
laws and regulations on both local and national
levels. The Group is actively engaged in caring for
the wellbeing of its employees through adopting
various occupational health and safety trainings
and measures; specific instructions and guidelines
to ensure employees’ health and safety are well
developed and efficiently communicated to
maintain a healthy and safety working environment
for employees. The management of the Group is
also responsible for the overall health and safety
performance of employees to ensure work safety.

The Group was in compliance with the following
laws and regulation related to employees’ health
and safety during the reporting period:

Table 5. Laws and Regulations related to
employees’ Health and Safety the Group was in
Compliance with

Hong Kong
&

B2 g% £

AEECEYREEEBSRMNER, UHBRERHR
BRETE2FABEANMSNIRRBLeEEX
BER . AEEBERMEERERRER 2
MiEwEERE OB TRF, BREIERENRE
MAREEMGHESRFERMSRIIR,
BRI REFREEZENIERE. A8ENE
EECEERINERRERERE, URRE
ERE.

EHREHE, AREFAEUTHETRERENZE
BRRERER:

ROAEBHANEETRRMZEHRMAIEEESR

Occupational Safety and Health Ordinance, Chapter 509
CRERDREREHD $£509%

Employees' Compensation Ordinance, Chapter 282

KB THERG 52828
Production Safety Law of the PRC

People’s Republic of China

HREE AR CHEARJNBZEEEEY
Regulation of Insurance for Labor Injury
TG IRBR &>
Singapore Workplace Safety and Health Act, Chapter 354A (WSHA)
N CKILEGREMERZE (WSHA) » $354A%
Work injury compensation is governed by the Work Injury Compensation Act, Chapter 354
THREES «<THREE> H34TEE
Malaysia Workmen’'s Compensation Act 1952 (WCA 1952)
5P i 19525 TREEEY  (WCA1952)
Occupational Safety and Health Act 1994 (OSHA 1994)
19945 BEL 2 BEREY (OSHA 1994)
Vietnam The Labour Code
15
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The Group has been providing health and safety
trainings, safety tips in internal communications
and briefings in the production plant that aim to
promote and enhance safety awareness among
employees. During the reporting period, there

was no incidence of work stoppages, labour
disputes, litigation, claims, administrative action or
arbitration against the Group.

B.3. Development and Training

The Group regards employees as the most
valuable asset that allows the Group to produce
products of high quality. Therefore, a series of
formal trainings are provided on a regular basis to
ensure employees are equipped with professional
and qualified skill-set. Specifically, various training
programs are developed to enhance employees’
knowledge and understanding on customer
handling skills, quality control standards, internal
policy, procedures and safety related issues.

B.4. Labour Standards

In FY2017, the Group was in compliance with
the related Employment Act, Labour Laws and
Employment Ordinance of the countries where
the Group operates in terms of employment
management, and there was no child nor forced
labour in the Group’s operations. The recruitment
mechanism of the Group is strictly in line with
the guidelines of the Group’s human resource
department. During the process, a recruitment
questionnaire is used to collect personal,
educational, and employment information

of job applicants. After all necessary data
related to employment is verified, the qualified
candidate would be hired in accordance to the
job requirement and employer’s expectation
and provided a healthy and sustainable work
environment.
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OPERATING PRACTICES
B.5. Supply Chain Management

As a socially responsible enterprise, it is critical for
the Group to maintain and manage a sustainable
and reliable supply chain that takes environmental
and societal impact into considerations. The Group
monitors the quality of its suppliers and supply
chain practices on a strict and regular basis.

Procurement policy

The Group recognises the importance of using
reputable suppliers who offer reliable, cost-
effective and technologically advanced products
in order to meet the engineering needs of its
customers. With a broad customer base comprised
of industries such as medical equipment, robots,
mobile phones and transportation, the Group
typically selects suppliers based on the suitability
and value of components and parts and/or readily
available products they supply according to the
customers’ specifications. Furthermore, financial
reliability of suppliers, stable supply of products,
delivery time commitment, price stability and
market reputation of the quality of the products
are the critical selection criteria for the Group

to ensure its product quality. The suppliers are
being assessed based on factors including their
reputation, the quality of their products and their
receptiveness to feedbacks. Sourcing for supplies
generally executed by the subsidiary or branch
office where the related suppliers are located and
it usually takes place in the PRC, while the parent
companies of such suppliers are usually located in
Asia or North America. The Group maintains close
liaison with its suppliers to ensure they comply
with local environmental laws and regulations in
their country during operations and stick to their
corporate ethics such as prohibiting child labour.
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Machinery and equipment maintenance

The Group’s machinery and equipment are
primarily comprised of computer numerical control
(CNC) machines as well as sawing and milling
machines for die casting or stamping, and are
generally sourced from manufacturers in the PRC
and the United States. In order to maintain the
performance and functionality of the machine

and equipment, regular cleaning and maintenance
activities are carried out to ensure the production
will not be adversely affected. As a result,
customers and businesses would not be impacted
due to the insufficiency of machinery or equipment
failure. Given the firm and stable relationship
between the Group and its suppliers, the Group

did not experience any major difficulty in obtaining
adequate supplies for its production in FY2017.

B.6. Product Responsibility
Customers’ satisfaction

The engineering personnel is available to assist
customers with their complaints and products
related problems. Although no warranty is provided
to customers in case of a product fault that is
attributed to a part produced by the supplier, repair
service or replacement of the part will be provided
to the defective component or system. During the
reporting period, there were no product returns

or product quality issues or complaints from
customers.

Quality control

The Group strives to provide well-suited and
appropriate engineering solutions with quality
service that consistently meet or exceed
customers’ requirements. By focusing on the
needs and expectations of customers, improving
operations and services, introducing the latest
technology and products, developing the skills,
competency and commitment of its employees,
and establishing strategic relationships with its
suppliers, a strict quality assurance and control
system is established and in place to ensure

the consistency and quality of the engineering
solutions are in compliance with the standards of
the International Organisation for Standardisation.
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Table 6. List of International Organisation
Standard the Group is in Compliance with

Certified since
SRFE FAtE B HE

Certification Recipient

RE 3 0]

ROBIFEFGRETE AEEANS

ISO 9001:2008 Servo 11 December
Dynamics 2000
2000F12H

11H

Precision 11 December

Motion 2000
2000128
11H

11 December
2000
2000128
118

ISO 9001:2008

1ISO 9001:2008 Portwell

11 December
2000
2000128
1MH

Servo Suzhou 13 February
BM&fEHE 2015
BEILBR 201552H813H

A

ISO 9001:2008 Dirak Asia

GB/T19001-2008
1IS09001:2008

The Group’s procurement policy is to screen,
select, and assess quality suppliers for the
provision of the best available quality products
for its production. During the production process,
In-process quality assurance is implemented
throughout the production line of the engineering
solutions to ensure that defect is identified and
corrected at an early stage. All prototypes must
undergo a series of stress tests and simulation
runs to ensure that they meet the customers’
specific requirements and needs. After the
engineering systems have been assembled,
another quality inspection will be performed
before they are packed and labelled according to
strict internal packing standards and delivered

to the customers. Moreover, as part of the total
quality management (TQM) approach, the Group’s
management has implemented continuous
improvement processes for its business
operations. These processes are designed to
improve all aspects of its operations including
internal controls that incorporate preferred
financial practices and procedures such as
inventory and accounts receivable management .

Quality control area Issuing Expiry date
Fh AR 4B organization Z|#iH
E R

Factory automation SGS United 18 August
solutions Kingdom Ltd 2018
ITHEEBLBRALR 2018%8H

18H
Factory automation SGS United 18 August
Products Kingdom Ltd 2018
IreaEk 2018%8H
B 18H
Industrial information SGS United 18 August
technology products Kingdom Ltd 2018
TEEMBMER 2018584

18H
Industrial hardware SGS United 18 August
accessories Kingdom Ltd 2018
TERSRHY 2018484

18H
Control series — Guardian 12 February
mechanical and Independent 2018
electrical equipment Certification Ltd 201828
EHIRT] - HEX 1285
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Inventory control

Enterprise resource planning (ERP) systems

are employed to track inventory levels to ensure
adequate levels of products are available. The
Group’s products are barcoded to enhance flow
tracking from the warehouses. Monthly stock
count at random locations are performed to verify
the accuracy of the inventory system, while a
complete stock check is performed annually to
ensure stable availability of raw materials and
products, and to minimise obsolete stocks in the
inventory .

Intellectual property

The Group owns a number of trademarks, patents
and domain names in Singapore, PRC and Hong
Kong. During the reporting period, there was no
material infringement of the intellectual property
rights. The Group is confident that all effective
measures have been taken to prevent any

infringement of its own intellectual property rights.

Consumer data protection

In FY2017, the Group was in compliance with

the Personal Data (Privacy) Ordinance of Hong
Kong, the Personal Data Protection Act 2012 of
Singapore and the Personal Data Protection Act
2010 (“PDPA 2010") of Malaysia. While company
computers and servers are protected with access
passwords, employees, in the meantime, are
instructed of their responsibility to ensure that
data should be collected, stored and handled
properly and securely, as well as the risks involved
with malpractice. The Group strictly abided by
the regulation in the collection, disclosure, usage,
retention, and storage of data to ensure data
integrity and safety during the year under review.
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B.7. Anti-corruption

In order to promote the highest standards of good
corporate practices and to support the value

of integrity and accountability, and to conduct
business in a transparent and honest manner,

the Group strictly adheres to the local laws and
regulations relating to anti-corruption and bribery,
irrespective of the area or country where the Group
conducts its business, such as the Prevention of
Corruption Act (Singapore) and the Prevention of
Bribery Ordinance (Chapter 201 of The Laws of
Hong Kong). ISDN has established confidential
channels for the reporting of bribery, extortion,
fraud, money laundering, conflict of interest,
criminal offences, illegal or injustice practices,
health or safety endangerment and concealment
behaviour. The whistle blower can file reports
without fear of reprisals or victimisation as they
will be treated with strict confidentiality. Various
channels have been established for this whistle
blowing policy such as direct communication to
superiors, email to any of the Group’s Managing
Director and President, or the Chairman of the
Audit Committee. What is more, post is also
available to allow a more convenient method for
concerns submission or reporting. All reported
cases will be investigated by the involvement of
the Group’s Audit Committee, and/or external or
internal auditor; and/or forensic professionals;
and/or the Police or Commercial Affairs
Department depending on the nature of the
concern raised or reported. The Group encourages
the whistle blower to identify himself/herself
when raising a concern or providing information
to facilitate investigation. The Group warrants
that any employee who makes a genuine report
will be treated fairly but mischievous or malicious
allegations will conversely lead to disciplinary
action in accordance with the Group Disciplinary
Procedures. During the reporting period, the Group
did not violate any laws or regulations regarding
corruption.

COMMUNITY
B.8. Community Investment

In FY2017, there was no company-wide formal
policy on community investment in the Group. The
previous awards received by the Group have been
left to the board of directors for future references
in decision-making of community investment.
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Table 7. List of Awards the Group obtained RN BIFTESRIEEE

Award Recipient Year(s) awarded Issuing organization
4ZI5 WA B E R EIRAE

Singapore 1000 company — public ISDN Holdings 2008 to 2017 DP Information Group
listed companies Limited 2008F&E201745
F N 1000R A &)-/A 5 LA A BAEERER
2]
Year-to-year turnover growth rate Servo Dynamics 2010 Maxon Motor AG

award — Tst place
R HEEEALEREE—F

Supplier appreciation certificate Servo Dynamics 2012 Manufacturing Integration
HER I EES Technology Ltd
ASEAN best over-achiever award Servo Dynamics 2013 Invensys
AR fERIREE
FT1000: High-Growth Companies Asia  ISDN Holdings 2018 The Financial Times Limited
Pacific Limited
BAMESER A A 100054 BASERAR
N E]
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VII. Report Disclosure INDEX

HKEX ESG

Indicators
HKEX ESGH54Z

GRI Standards and Disclosures

GRIRZE R 1K 5

£

HEERH

Description

FEA

Aspect A1
Emissions:
General
Disclosure

AV EHR: —
MR

KPI A1.1

KPI A1.2

KPI A1.3

KPI A1.4

KPI A1.5

GRI 103: Management Approach: Disclosure
103-2 (c-i) (used together with GRI 305:
Emissions, and GRI 306: Effluents and Waste)
GRI 305: Emissions: Management approach
disclosures guidance
GRI 307: Environmental Compliance:
Disclosure 307-1
GRIT03: EEAHI: WEMEHKI03-2 (c-)
(EAGRI 305:
HERUIANGRI 306: EEKMEMERF )
GRI305: HE4: BB H X HEEr
GRI307: IRIREH : WEHFK307-1

GRI 305: Emissions: Disclosures 305-1, 305-2,
305-3, 305-6, and 305-7

GRI 305: HEy): TG E305-1. 305-2

< 305-3. 305-6F1305-71%

GRI 305: Emissions: Disclosures 305-1, 305-2,
305-3,305-4

GRI 305: HE#): #E S EE305-1. 305-2

< 305-3. 305-41%

GRI 306: Effluents and Waste: Disclosure
306-2 (a)
GRI 306: EE/k FIEEY): I EKRFR306-2 ()

GRI 306: Effluents and Waste: Disclosure
306-2 (b)
GRI 306: BE/KFNEEY): EE=H3I06-2 (b)

GRI 103: Management Approach: Disclosure
103-2 (used together with GRI 305:
Emissions)

GRI 305: Emissions: Clause 1.2 and
Disclosure 305-5

GRIN03: B AR : #KFE103-2 (BAGRI305:
HERB)

GRI 305: HER4D: f&7K1 2504 3 1£51305-5
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Information on:
(a) the policies; and
(b) compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to air and
greenhouse gas emissions, discharges
into water and land, and generation of
hazardous and non-hazardous waste.
BEUTRE:

(a) Bk; A

(b) BEFHERZTRAAERBEHR.
IKEISKHE MERR R AR e bR EEI LM
BITEAEERENHRERER.

The types of emissions and respective
emission data.

HEBURE AR A E R

Greenhouse gas emissions in total (in
tonnes) and, where appropriate, intensity
(e.g. per unit of production volume, per
facility).
BERBHREE
HBERT, ROE

E%) o

Total hazardous waste produced (in
tonnes) and, where appropriate, intensity
(e.g. per unit of production volume, per
facility).

ELEBREYEE (M) , UREEEN
BT, ZE (FN, SEXRMEME

2) .

(W) , URFEEE
(B, SaRBEL

Total non-hazardous waste produced (in
tonnes) and, where appropriate, intensity
(e.g. per unit of production volume, per
facility).

ELiFekEYEE (W) , UREEE
HBERT, BE (B, SERBELE
2) .

Description of measures to mitigate
emissions and results achieved.

DR fE TR AR AN AT AR

wE
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HKEX ESG#5/® GRIZ#E R I 55 =REA =
KPI A1.6 GRI 103: Management Approach: Disclosure Description of how hazardous and non- 7
103-2 (used together with GRI 306: hazardous wastes are handled, reduction
Effluents and Waste) initiatives and results achieved.
GRI 306: Effluents and Waste: Disclosures HERMIEEREMMEIE. RARETE
306-2 and 306-4 MRS
GRIN03: B : #HE103-2 (EEGRI306:
REKFEEIHRE )
GRI 306: EE/KFNEEY): K EEFR306-2%306-4
Aspect A2 Use GRI 103: Management Approach: Disclosure Policies on the efficient use of resources, 9
of Resources: 103-2 (c-i) (used together with GRI 301: including energy, water and other raw
General Materials, GRI 302: Energy, and GRI 303: materials.
Disclosure Water) BRFAZRENER, BiERE. KE
A2 EEIRF GRIN03: EEH: WEMFEHKI03-2 (c-) fth =A%
H: —KE= (E2GRI 301:
ML, GRI302: gEiE, KGRI303: 7K)
KPI A2.1 GRI 302: Energy: Disclosures 302-1 and 302-3  Direct and/or indirect energy 10
GRI 302: iR : #EMSEF302-1%302-3 consumption by type (e.g. electricity, gas
or oil) in total (kWh in '000s) and intensity
(e.g. per unit of production volume, per
facility).
SRBEEN/ B ENRREERE
(kWh ©000s) (fiIan:E. ki)
BE (B, SERBENES) -
KPI A2.2 Not covered by the GRI Standards Water consumption in total and intensity 10
GRIZEARE (e.g. per unit of production volume, per
facility).
FKEEMZE (fla, SEREBELE
=) o
KPI A2.3 GRI 103: Management Approach: Disclosure Description of energy use efficiency 10
103-2 (used together with GRI 302: initiatives and results achieved.
Energy) A AR REIR G FR R e A P AL 2R
GRI 302: Energy: Disclosures 302-4 and 302-5
GRINO3: &I #HE103-2 (EEGRI302:
RER)
GRI302: gEJR: W FEHFR302-4%302-5
KPI A2.4 GRI 103: Management Approach: Disclosure Description of whether there is any issue 11
103-2 (used together with GRI 303: in sourcing water that is fit for purpose,
Water) water efficiency initiatives and results
GRI 303: Water: Disclosure 303-3 achieved.
GRIT03: EHEFH: #KE103-2 (JACGRI303: RMPASHESBENEREFEEMEE. &
7K) IREG R AE T R FT A AR
GRI303: 7k : & £7k303-3
KPI A2.5 GRI 301: Materials: Disclosure 301-1 Total packaging material used for 11

GRI301: ##}: HFHEMFHFR301-1

24

finished products (in tonnes) and, if
applicable, with reference to per unit
produced.

RaBEMEEE (M) UK, EA,
SEQENESR.

Environmental, Social and Governance Report 2017



HKEX ESG
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5 S == =

HKEX ESG#5& GRIRER K= =LEA B

Aspect A3 The GRI 103: Management Approach: Disclosure Policies on minimising the issuer’s 12

Environment 103-2 (c-i) (used together with GRI 301: significant impact on the environment

and Natural Materials, GRI 302: Energy, GRI 303: Water, and natural resources.

Resources: GRI 304: Biodiversity, GRI 305: Emissions, DT EHIRBHE B AESRIERERY

General and GRI 306: Effluents and Waste). EHIBER.

Disclosure CRIN03: EEFH: WEMKKI03-2 (c-)

A37 T FREEHL (E2GRI301:
BR&ER: —MKk  #HR, GRI302: &R, GRI303: K, GRI

B 304: E£HZiEE, GRI30S: HEMHD,
FIGRI 306: EE/KFIEEYD)
KPI A3.1 GRI 103: Management Approach: Disclosures  Description of the significant impacts of 12
103-1 and 103-2 (used together with activities on the environment and natural
GRI 301: Materials, GRI 302: Energy, GRI 303:  resources and the actions taken to
Water, GRI 304: Biodiversity, GRI 305: manage them.
Emissions, and GRI 306: Effluents and Waste) mRIAEBEEEAAESREEEZENEH
GRI 303: Water: Disclosure 303-2 ARIRER R R TE .

GRI 304: Biodiversity: Disclosure 304-2

GRI 306: Effluents and Waste: Disclosures

306-3 (c) and 306-5

GRIN03: BEAR: WEMFEKI103-151103-2
(B

GRI301: #+#l, GRI302: gEj&, GRI303:

7K, GRI304: &Y% i5M, GRI305:

HE A FIGRI 306: EE/KMEEHIEE R 3 )

GRI 303: 7k : IKEEEFk303-2

GRI304: £ 151 KT BEFK304-2

GRI 306: EE/KFIEEYD: E152(306-3 (C)

%306-5
Aspect B1 GRI 103: Management Approach: Disclosure Information on: 12
Employment: 103-2 (c-i) (used together with GRI 202: (a) the policies; and
General Market Presence, GRI 401: Employment, GRI (b) compliance with relevant laws and
Disclosure 405: Diversity and Equal Opportunity, GRI regulations that have a significant
Bl mEEAH: —  406: Non-discrimination) impact on the issuer relating to
A EE GRI 419: Socioeconomic Compliance: compensation and dismissal, recruitment
Disclosure 419-1 and promotion, working hours, rest
CRIT03: EEHI: MEMFKEFKI03-2 (c-) periods, equal opportunity, diversity, anti-
(EAGRI 202: discrimination, and other benefits and
IHERE, GRI401: &M, GRI405: #& welfare.
R ZEMEMBEM, GRI BEUTRE:
406: FEEARERA]) (a) Bk; #n
GRI419: HERBEEHR: WEEFER419-1 (b) ErHARBESMERE. RIEM

BI. LR, IRERFRE. BEY%E.
SR REARA R H AR m MEF A3
TERERZENMERERER.
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HKEX ESG

Indicators
HKEX ESGg#&

Aspect B2
Health and
Safety: General
Disclosure

B2L EERME
& —RIEE

Aspect B3
Development
and Training:
General
Disclosure

B373 T i 25 Ha
Al: —f =

Aspect

B4 Labour
Standards:
General
Disclosure
B4 4 T1E
#E: —RIEE

Aspect BS
Supply Chain
Management:
General
Disclosure

BSL EfftIESEE
B —REE

GRI Standards and Disclosures
CRIIZEXE K 5=

GRI 103: Management Approach: Disclosure

103-2 (c-i) (used together with GRI 403:

Occupational Health and Safety)

GRI 419: Socioeconomic Compliance:

Disclosure 419-1

GRIN03: EEAI: WEMFFKI03-2 (c-)
(HAGRI 403:

BERENZE)

GRI419: HEEER: WEHEK419-1

GRI 103: Management Approach: Disclosure

103-2 (c-i) (used together with GRI 404:

Training and Education)

GRI 404: Training and Education: Disclosure

404-2 (a)

GRIT03: EEAI: WHEMFKFK103-2 (c-i)
(BEGRI 404:

EHFEE)

GRI 404: 237|713 E : KT\ EFK404-2 ()

GRI 103: Management Approach: Disclosure

103-2 (c-i) (used together with GRI 408:

Child Labor and GRI 409: Forced or

Compulsory Labor)

GRI 419: Socioeconomic Compliance:

Disclosure 419-1

GRIN03: &EEHI: IHWEMBKFK103-2 (c-)
(EAGRI 408:

EITFCRI409: 5818554 T4 8))

GRIA19: HEREEH . WEHK419-1

GRI 103: Management Approach: Disclosure

103-2 (c-i) (used together with GRI 308:

Supplier Environmental Assessment and GRI

414: Supplier Social Assessment)

GRI103: EEAI: WEMBFKI03-2 (c-)
(E2GRI 308:

HERIRIRRATICR 414: HERBREM)

26

Description Page
FREA B
Information on: 15

(a) the policies; and
(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to providing a safe
working environment and protecting
employees from occupational hazards.
BEUATHE:

(o) BUSK; M

(o) BrHBRRHERE TIERERR
HEE TR ZHERENRTERERLE
RIMERR A AR

Policies on improving employees' 16
knowledge and skills for discharging

duties at work. Description of training

activities.

B IR S B T TIEP B0 Fak Ak sk
BUR. HEAEERRAA.

Information on: 16
(a) the policies; and
(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to preventing child
and forced labour.
BEULTRE:

(a) Bk, A

(b) EB<F¥HERP LE T M5RB 4 B
BIEREERENHERERER.

Policies on managing environmental and 17
social risks of the supply chain.
B RESER IS A S EREUR -

Environmental, Social and Governance Report 2017
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Indicators
HKEX ESGg#&

Aspect B6
Product
Responsibility:
General
Disclosure
BémEEME
£: — R E

Aspect B7
Anti-corruption:
General
Disclosure

B7 1 ERIEHL:
— IR

Aspect B8
Community
Investment:
General
Disclosure
B8 EL &R
B BB

GRI Standards and Disclosures
CRIIZEXE K 5=

GRI 103: Management Approach: Disclosure

103-2 (c-i) (used together with GRI 416:

Customer Health and Safety, GRI 417:

Marketing and Labeling, and GRI 418:

Customer

Privacy)

GRI 416: Customer Health and Safety:

Disclosure 416-2

GRI 417: Marketing and Labeling: Disclosures

417-2 and 417-3

GRI 418: Customer Privacy: Disclosure 418-1

GRI 419: Socioeconomic Compliance:

Disclosure 419-1

GRI103: EEAI: WEMFKFKI03-2 (c-)
(HAGRI 416:

EEREREZS, GRI417: THIMEE, &

GRI418: &5

FEFA)

CRI416: AR @RRE 2 WEFRR416-2

GRI 417: {TSEFIZE: . IREBIEFR417-25%417-3

GRI 418: &= FREFA: WEHFR418-1

GRI419: B ER: WEHEK419-1

GRI 103: Management Approach: Disclosure

103-2 (c-i) (used together with GRI 205:

Anti-corruption)

GRI 205 Anti-corruption: Disclosure 205-3

GRI 419: Socioeconomic Compliance:

Disclosure 419-1

GRIN03: EEHH: WEFKI103-2 (c-i)
(E2GRI 205:

KRB

GRI 205 j JBR: K EEFR205-3

GRI419: HELHEER: WEBEK419-1

GRI 103: Management Approach: Disclosure

103-2 (c-i) (used together with GRI 413:

Local Communities)

CRIT03: EEHI: MWMEMEFKI03-2 (c-)
(BAGRI 413:

75 EEE)

27
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Description

Page
AR EA =i
Information on: 18
(a) the policies; and
(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to health and
safety, advertising, labelling and privacy
matters relating to products and services
provided and methods of redress.
BFELLUIAE -

(o) BUSK; M

(b) BErHBRERERE. BE. 1§
BEREEMKBRBERNABEEER
R ZNBTEEERZZENMERES
EH.

Information on: 21
(a) the policies; and
(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to bribery, extortion,
fraud and money laundering.
BIEATHE:

(a) BUR: A

(b) BB LR #1R. 565
MFEENBETEREELENHERER
EH

Policies on community engagement 21
to understand the needs of the

communities where the issuer operates

and to ensure its activities take into
consideration the communities' interests.
ARAMESHEIBRETEMSE ZEN

HEF KA R EREEBE B R TE F &
RIBR .

wE
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