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ABOUT THE REPORT

In 2017, China Automotive Interior Decoration Holdings Limited
(collectively “the Group” or “We") has adhered to the principle
of “Seek Truth from Facts, Lead by Examples”. With care and love
for the environment, ecology, talents and active participation of
employees, we have achieved effective practices in environmental
and social performance. We hope employees and the Group
working together to raise awareness in environmental and social
responsibility, to develop and grow together. For stakeholders,
we have followed the principle of mutual benefits by maintaining
effective communication, sharing information on environmental and
social responsibility, and establishing long-term partnership.

Reporting Scope: This annual report covers the operations of the
Group's automotive interior decorations business at Wuxi City, the
PRC for the year ended 31st December 2017. The reporting period is
the fiscal year 2017 (1st January 2017 — 31st December 2017), which
runs consistent with the annual report of the Group.

This report was prepared in accordance with Appendix 27
Environmental, Social and Governance Reporting Guide to the Rules
Governing the Listing of Securities of the Stock Exchange of Hong
Kong Limited. This is the Company’s second Environmental, Social
and Governance ("ESG") Report in accordance with the Guide.

COMMUNICATION WITH STAKEHOLDERS

Understanding the needs of the stakeholders is an important
consideration for the Group to lead and develop. We have
maintained good relationships with our stakeholders by
understanding their expectations through two-way communication.
This was done via meetings, telephone conferences, information on
the company website, company publications and E-mails on issues
such as environmental protection awareness, fire safety, product
quality and emission reduction. The Group has held regular annual
general meetings, as required by the Stock Exchange, to provide
shareholders with the Group's business situation and vision, in order
for them to build understanding and confidence in us.
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1.

ENVIRONMENT

1.1

Cherish Environment and Reduce
Emissions

As the problem of environmental pollution has
become increasingly serious, national governments
have established strict environmental laws towards
this issue. As a responsible and dutiful company, the
Group is dedicated to controlling and reducing impact
to the environment.

The Group has adopted organized emissions for
organic compound generated from various stages of
the manufacturing process. Collected exhaust would
be emitted to the environment through pipelines.
In order to implement the local government’s legal
requirements on air pollutant emissions, the Group
would delegate a third-party inspection body to
conduct regular monitoring on organic compound
emissions.

The industrial wastewater generated by the Group
mainly comes from the production of adhesive backed
fabrics. During the production batch change, water for
equipment cleaning would be collected, precipitated
and recycled. This step could prevent wastewater
pollution and effectively reduce the usage of water
resources.

The Group would appropriately separate hazardous
and non-hazardous waste for disposal. Hazardous
waste, such as waste plastics and waste active
charcoal, would be entirely transferred to government
licensed processors for safe disposal. Non-hazardous
waste would be managed by the industrial park
management committee. To reduce waste, we
would segregate and recycle waste such as glass and
aluminum cans. In addition, a simple process would be
carried out for trimmed materials and regrind materials
generated for reuse in the manufacturing process. This
would help reduce waste disposal and increase cost
effectiveness.
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During the reporting period, the exhaust emissions
generated by the Group were mainly vehicle exhaust

RBEMA AEBEFROERET
ERAFEWMHERFR T2

emissions generated by the Company’s vehicles. Major WERI T

emission data is as follows:

Major emissions Unit Emissions

TEHRY By BHE

Nitrogen oxides kg 74.2

BElyw Fr

Suspended particles kg 7.1

BF RRL Fr

Sulfur dioxide kg 0.1

k=R Fr

During the reporting period, the data of greenhouse RBERARN AEEERNEER

emissions generated by the Group is as follows: ‘&g%(TFZZDT

Type Emissions Intensity

5l HE RE

(tCO2e) (emission per square meter)

(M-—F{tBREE (LEBFHREREST)

Greenhouse gas 4,203.76 5.48

A Py & A

ym 2 R iE

During the reporting period, the data of hazardous
waste and non-hazardous waste generated by the
Group is as follows:

Type
bl

Hazardous waste
EEEEY
Non-hazardous waste
BEREEY

The Group has strictly complied with the laws and
regulations related to emissions. During the reporting
period, there have been no cases of prosecution
against the Group due to violation of any relevant
laws.
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1.2

Use of Resources

“Lower Energy Consumption, Reduce Resource Use”
has been the priority in the Group’s efforts to improve
the environment. We have implemented a series
of measures for reducing energy consumption and
resource used. They are as follows:

3 For processes that use thermal setting, new
and highly effective steam trapping equipment
have been introduced. This has shortened the
length of the steam pipes, and consequently
reduced steam and energy consumption. The
steam consumption during 2017 has been
decreased by 30% from previous years;

° Cotton insulation has been placed around the
thermal setting process drying room to improve
insulation and reduce heat loss. The drying
speed of nonwoven fabric has been increased
with an additional one meter per minute;

o Fiberglass light transmitting panels have been
installed in the roof of main workshop to
reduce the use of lighting in the daytime. This
measure could save approximately 50,000
kilowatt hours electricity per year;

o Use of energy-saving machines to reduce
energy consumption;

o To effectively reduce the use of packaging
material, the Group would negotiate with
clients to increase the number of items in
individual packages. If this is carried out, we
estimate a decrease in packaging material
consumption of up to 15%;

° Strict control on procurement and use of raw
material based on production orders;

. We have advocated energy saving in the office
by using natural light and reducing the use of
power in office area and unoccupied areas. We
have also encouraged employees and visitors to
save water.
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1.3

During the reporting period, the major consumption
of energy and resources is as follows:

Types
E=ba]|

Electricity consumption (kilowatt hours)
FEE (TRE)

Electricity consumption density (kilowatt hours per square meter)

MEZE (8FTAKATERE)

Water consumption (cubic meter)
FEARE (LFK)

Water consumption density (cubic meter per square meter)

FEREE (LA T 73 R3LTT KED)

Total amount of plastic packaging materials for finished product (tonnes)

HRmABEEBRMHEE (1)

The Environment and Natural
Resources

The Group has successfully obtained the 1SO14001
Environmental Management System certification since
2006. We have developed programmes related to
prevention of environmental pollution for continuous
improvement. This is to fulfill our commitment to
environmental protection. Moreover, the Group
has primarily focused on saving energy, reducing
consumption, reducing pollution and improving
efficiency. We have strived to reduce impact on the
environment and natural resources by actively using
energy-saving devices and technology, introducing
wastewater recycling systems, recycling manufacture
waste and reducing raw material consumption.

In addition to implementing environmental
management system, the Group has reinforced
cooperation with suppliers that advocate green
management. We prioritize raw material suppliers
with green certification. In regards to the supply of
one of our main raw material, fibers, we have secured
suppliers that have obtained green certification
now account for around 80% of the Group's fiber
procurement.

Besides, the Group has promoted a paperless
operation through various means such as providing
clients with online purchasing services and using
computer filing instead of printed copies.

CHINA AUTOMOTIVE INTERIOR DECORATION HOLDINGS LIMITED
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2.

EMPLOYMENT AND LABOUR PRACTICES

2.1

Employment

We are committed in providing fair employment
opportunities and have created a work environment of
mutual respect for the employees. The Group strongly
advocates anti-discrimination and has implemented
relevant policies that focuses on treating others
with fairness and dignity, and giving everyone equal
opportunities. The Group has also been actively
fulfilling its social responsibility by hiring people
with disabilities, exemplifying the spirit of equality.
Moreover, we follow a policy of employee diversity.
Candidates, whether local or foreign, would be
hired as long as they fulfill the job requirements.
During the reporting period, foreign employees were
accounted for 80% of the Group's employees. In
terms of remuneration, internally, we would determine
primarily base on personal capabilities and rank.
Externally, competitiveness would be maintained to
attract and retain outstanding talents. To maintain
fair competition, employees’ personal qualities and
capabilities would be the only deciding factors for
employee promotion.

The Group has provided a diverse range of staff
welfare benefits. All employees are entitled to
statutory holidays, paid annual leave, marriage
leave, maternity and paternity leave and other such
holidays prescribed by the local labour laws. Apart
from statutory holidays, we would arrange additional
welfare for employees to celebrate the festivals.
Benefits would be given for special occasions such
as birthdays, marriage or sickness. Employees’
social insurance and commercial accident insurance
would be paid for by the Group so that they can be
compensated in the event of an accident. In terms
of lay-off, contracts would be terminated according
to the Labour Law and company regulations for
employees who were not abiding by the Labour
Law. Retirement procedures would be arranged for
employees who have reached the retirement age
according to the national policy.

2.

BREEITER

2.1

&=
BPBONRELRTFORERE B
BTAE—EEREENTIERE
AEBANBEEREAR IS EH
ARER TRAF EEMBYEGFM
AN BTEAFEFNKE -8R
B AEETERETELEE S B
FERAATERET LBHRAA
FENRBE - RMEETEEZ T
EMBE BREREANEER
HTEER Tim 2 Ao i
AL #HERF MBREHAEEE
TEEHEBEDZNTHRIMNMEAR -
HEOE SEHANETEAMBAL
N BB AROREE - TSN & R
BEOHEF D URSIMBEES
AF-BIBAITE TREEEER
ITHOBAREREN REFQF
B S B o

AEERE TRHEZ TR
B-HAEBIHZTAEMEE LR
EREE - MBEFHFFR AEHRA
MIERERS B TOAERMIN &K
PR LB R BB RE MG B
TomENE T —LERIER M
AR BB ERFHLERTED
BAFEE-m—TE NEBXAMH
EEITHMHEREBIIEERR
mEBTBELEEIN A RE AP
EHREE M ESE  B& YR
BEHEREEANE T RES
BEMRRIRETERELEHAER
BRKTTE  AIRIBEE KB R AE ED
BRAFROBINEBRKRFE-

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2017

B g REAREE 2017

7



Distribution of employees (number of employees):

EISM(EIA#R):
Total 145
e
Gender Male Female
R & D 2] z
113 32
Age group 18 - 24 25-34 35-44 45 - 54 55 - 64
BERAR 85
1 41 49 46 8
Employment type Full-time Part-time Contract
REEBERES 25 R &%
140 0 5
Employee Senior Middle
. Regular
category management management Supervisor emplovee
BRESEAE D level level =E —;ﬁéyl
BREERE FREEE
4 5 6 130
Turnover rate of employees (%):
BT RAE(%):
Gender Male Female
& Bl &l 5 ] x
7.1 3.1
Age group 18 - 24 25-34 35-44 45 - 54 55 - 64
RERAR 8 5
100 7.3 4.1 2.2 0

AEBEIKTHBNREREZEN HA
AEBHLEEFERZRBEABED
T 52 A 42 O B 2

The Group has strictly complied with the laws
and regulations related to employment. During
the reporting period, there have been no cases of
prosecution against the Company due to violation of
any employment related laws.
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2.2

Health and Safety

As part of the manufacturing industry, safe production
and employee health are crucial to the Company’s
operation. The Group has implemented occupational
safety management measures to create a safe and
healthy work environment with the goal of “Zero
Fire Hazards, Zero Deaths, Zero Severe Injuries,
Zero Occupational Disease”. In 2017, the Group
had successfully achieved all goals and has been
awarded the “Manufacturing Safety Standardization
Grade 3 Certificate for a Textile Company” from
the local government. To fully implement the safety
management system, the Group has carried out
various measures as follows:

o Identify hazard and risk so that they can be
managed;
° Provide appropriate personal protective

equipment and first aid kits to ensure safety
and health of employees;

. Appoint safety officers to monitor and inspect
the equipments in the workplace to ensure all
are in safe conditions;

. The Group places the same importance on the
safety supervision on the subcontractors. We
would sign a safety management agreement
with the subcontractors, clearly detailing
relevant safety responsibilities, and carry out
supervision and inspection on them.

To raise employee awareness of work safety, the
Group would offer corresponding occupational health
and safety training and drills for employees to let
them fully aware of the potential risk in the work
environment and measures that could be taken to
prevent such incident from occurring. Apart from
physical health, the Group also places importance on
employees’ mental health. Psychological counseling
and stress relieve sessions would be provided for
employees.

The Group has strictly complied with the laws and
regulations related to occupational safety and health.
During the reporting period, there have been no cases
of prosecution against the Group due to violation of
any relevant laws.
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2.3

Development and Training

The Group has made significant efforts in building a
good platform for employees to grow and assisting
them in making their career plans. Moreover,
employees could independently formulate their career
goals. Through this, we would then establish a series
of plans such as training, promotion and human
resource deployment to help employees to grow
together with the Group.

To increase employees’ professional knowledge
and skills, the Group would regularly establish the
annual training plans. Training would conduct to
all departments. Training programs would primarily
cover the operations of critical production process,
e.g. “Needled Fabrics Quality Training”, “Product
Quality Requirements and Recent Measures of
Quality Improvement” and manufacturing equipment
maintenance knowledge. We have also arranged
external training programs on various subjects
including system auditing, financial operations,
seminar on new changes to personnel training and
discharged pollutants declaration.

Percentage of trained employees (%):
TZHEEE D (%) :

2.3

BERRE
NEFEBHDAEILEZRIFNKE
F a3 T E b A B 2 AT
B UwEBABITHEIHMUBERR
BEMEHERN  Emal il FA
BANERARSE —ZHA9RE -
NREB TAMENHKF# P ES
TH B & o

BEFBINEEMBRE K
SEeEHMRHFEEIEF
AT ERE AR MFIIRE
AT2REEMHEEMMLIEIE W
(HRIGREEI)  AHEmEETE
HBITE - A CEm B E ZSRME
HRERENER)  AREERE
HENEE R BAXZHTH
K% E&SENINEEIRE 2
BHREREZ WHKEER AFEI
MBERARESRBRETENE
TRIE -

Gender Male Female
R B8 5 3 z
81.4 78.1
Employee Senior Middle
. Regular

category management management Supervisor emplovee

BREREERNE D level level E _;;léyl
EREEE PREERE
100 100 100 78.5
Average training hours completed per employee:
EBEZREZINNFHRH (NE) :
Gender Male Female
&1 5 & 5
14.8 4.6
Employee Senior Middle
. Regular

category management management Supervisor emolovee

HEEER S level level e i rpde
BREEE hREERE
14 20.4 15.7 14.9
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2.4 Labour Standards

The Group respects the rights and interests of each
employee. In compliance with the regulations of
“Labor Contract Law of the People’s Republic of
China”, we have forbidden the employment of child
labour and have prohibited the recruitment of any
persons under the age of 18 or child labour. The
Group has also prohibited the execution of forced
labour. No employee shall be forced to work overtime
against his own will. Overtime work must be done
voluntarily and employees would be required to fill out
the “Voluntary Overtime Application Form”. Overtime
hours would strictly follow local labour law regulations
to fully protect employees’ rights.

The Group has strictly complied with the laws and
regulations related to labour standards. During
the reporting period, there have been no cases of
prosecution against the Group due to violation of any
relevant laws.

SUPPLY CHAIN MANAGEMENT

Over the years, the Group had spared no effort in the
sustainable development of the supply chain. In terms of
supplier selection, we have established a set of guidelines
that includes areas relating to corporate social responsibility.
These areas cover product and service quality, environmental
protection, occupational safety and health, community
participation and conscientious employers. At the same
time, we require our suppliers to have obtained awards and
certifications related to corporate social responsibility.

To ensure suppliers and subcontractors continuing to provide
quality products and services, the Group would strictly require
them to follow the Code of Practice for suppliers. We would
conduct annual performance assessments on our suppliers
and subcontractors to see if they meet with our requirements.
On the other hand, the Group places significant importance
on the social responsibility performance of our suppliers
and subcontractors, hence we have engaged in third-party
organizations to conduct regular audits.
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PRODUCT RESPONSIBILITY AND
PRIVACY

The Group has continuously committed to provide clients
with the best quality products and services. As an automotive
interior decoration manufacturer, we have been certified in
the 1SO/TS16949 Quality Management System for Automotive
Industry since 2009. To fulfill the requirements of our
clients and the technical specifications of the automotive
industry, the Group has placed emphasis on the assessment,
analysis and process control of all stages from research and
development, manufacturing to quality control. Our quality
control department would conduct strict quality control on
raw materials, semi-finished products and final goods. All
goods would need to pass the acceptance test in accordance
with the “Product Inspection and Verification Management
Procedure” before reaching the client. We have also placed
great importance on product safety. All products must go
through product certification by independent authorities
before delivering to clients.

In addition, the Group has established a “Product Issue and
Recall Management Procedure”, a mechanism which recalls
a product when it encounters major quality or safety issues.
When the related department receives such notification,
they would track the customer district and arrange for an
emergency recall. The quality control department would carry
out root cause analysis on the recalled products and take
action to prevent such issues happen again. The recalled
products would finally be disposed properly.

Ensuring the privacy of client's information is an important
reason why the Group has gained client’s trust. We have
implemented a comprehensive policy for protecting client’s
information and have made a commitment not to give or sell
our client’s confidential information to third-parties. When
collecting or using client’s information, we would change
the product model given by the client into our company’s
internal code to prevent leakage of information. Furthermore,
before initiating a project, we would sign a contract and
confidentiality agreement with the client. In addition, we
would require our sales team to provide true and correct
information when selling a product to avoid misleading our
clients.

The Group has strictly complied with the laws and regulations
related to product responsibility. During the reporting period,
there have been no cases of prosecution against the Company
due to violation of any product responsibility or privacy laws.
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UPHOLD INTEGRITY

The Group's corporate governance philosophy is based on
prioritizing the interests of the shareholders and, at the same
time, upholding the principle of business integrity. The Board
of Directors includes the Chairman of the Board, Executive
Directors and Independent Non-Executive Directors. The Board
of Directors is responsible for maintaining and promoting the
successful business development of the Company, at the same
time, it also formulates the Group's guidelines and visions.

The Group abides by the anti-corruption policy and has
implemented an anti-bribery commitment policy whereby the
Group's internal key segment employees and key position
employees are required to sign a “Letter of Undertaking of
Anti-bribery/Anti-corruption”. The Group has also encouraged
employees and companies whom we have business dealing
to report any acts of corruption. Investigations of these cases
would be kept strictly confidential. The Group realizes that
accepting improper benefits would ruin the Group’s integrity.
As such, in cases where business dealings would involve
conflict of interest, employees would be required to fill out
a “Conflict of Interest Declaration Form”. In addition, the
Group would provide related training to increase employee’s
understanding on conflict of interest.

The Group has followed the principle of a fair and open
procurement and tender process, comparing both prices
and quality so as to prevent misconduct in the process.
Furthermore, the Group has strictly required that all service
contracts to be approved by the finance department and
the general manager. Contracts with amount more than
$200,000 would be approved by the managing director. To
prevent money laundering, prior to paying out substantial
amount in cash cheque, receiver’s personal information must
be recorded. For fraud and extortion prevention, we would
provide training through case studies to increase employee
awareness.

The Group has strictly complied with the laws and regulations
related to anti-corruption. During the reporting period, there
have been no cases of prosecution against the Group due to
violation of any relevant laws.
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CARE FOR THE COMMUNITY

The Group has actively cared for the needy people and has
enthusiastically participated in different charity events, as well
as sponsoring such events. We have worked together with
local communities to organize activities for cancer patients,
to care for the next generation and helping persons with
disabilities to attain employment. We have acted as examples
to create a caring community.

The Group has always promoted community integration and
has set up channels to manage opinions from community
group. On receiving an opinion, we would act and discuss the
follow-up plan with related parties immediately. We have also
increased our community involvement in the district where
we are through participation in corporate sports, education,
environmental related activities and trainings as a mean to
strengthen our link with the community.
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ESG CONTENT INDEX

Subject Areas/Aspects of the ESG Reporting Guide
BR HEREAREESIZEER BE

A. Environment
A. RIE

Aspect A1 Emissions

[EEAT - HERY

Aspect A2 : Use of Resources

EHEA2 : EIREM

Aspect A3 : The Environment and Natural Resources
BEA3 - RRERRKAER

B. Social

B. e
Employment and Labour Practices

ERRBIER

Aspect B1 : Employment
BB : EE

Aspect B2 : Health and Safety
[EMEB2 - ERELE

Aspect B3 : Development and Training
[EEB3 : B & Kl

Aspect B4 : Labour Standards
BEBA : 8 TR

Operating Practices
ZEE D

Aspect B5 : Supply Chain Management
[EHEBS : e E IR

Aspect B6 : Product Responsibility
[BmEB6 : EmEE

Aspect B7 : Anti-corruption
[EmEB7 - RE)S
Community

R

Aspect B8 : Community Investment
[EHEB8 : HEIRE
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