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PREAMBLE

Huabao International Holdings Limited and its subsidiaries
(the “Group”), consisting of flavours and fragrances segment,
aroma raw materials segment, tobacco raw materials segment,
innovative tobacco products segment and other business, is
mainly engaged in the R&D, production and sales of flavours
and fragrances, aroma raw materials, tobacco raw materials,
as well as innovative tobacco products. The Group also
makes diversified investments around its core businesses. It
is an investment holding group based on China’s taste-based
consumer goods market.

The Group has developed its sustainability strategy with aims
to continue to lower the Group’s impact on the environment.
To carry out the sustainability strategy from top to bottom,
the Group has established dedicated teams to manage
environmental, social and governance (“ESG") related issues,
and the Board of Directors (the “Board”) of the Company has
ultimate responsibilities for ensuring the effectiveness of ESG
policies. The Group is committed to constantly reviewing and
adjusting its sustainability policies to satisfy the ever-changing
needs of its stakeholders. Details of the Group’s management
approach in both environmental and social aspects can be
found throughout this ESG Report (the “Report”). The Group
believes that a sustainable, resilient and reliable stewardship is
essential to the Group's long-term success.

The Group is pleased to present its second ESG Report to
demonstrate the Group’s approach and performance in terms
of sustainable development for the financial year ended on
31 March 2018 (FY2017/2018). This ESG report was prepared
in compliance with the ESG Reporting Guide as set out in
Appendix 27 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited.
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REPORTING PERIOD AND SCOPE OF THE
REPORT

The ESG report covers the operational boundary of the
Group’s key income drivers of the business segments, namely
the Administration offices, Flavours and Fragrances business,
Tobacco Raw Materials business, and Aroma Raw Materials
business. The businesses are mainly located in the mainland of
the People’s Republic of China (the “PRC").

For corporate governance section, please refer to page 41-62 of
the Group’s 2017-2018 Annual Report. The reporting period of
this ESG report is for the financial year 2017/2018, from 1 April
2017 to 31 March 2018, unless specifically stated otherwise. If
there is any conflict or inconsistency, the English version shall
prevail.

INFORMATION DISCLOSURE

The information in this ESG Report was gathered through
numerous channels, including official documents and statistics
of the Group, the integrated information of supervision,
management and operation in accordance with the relevant
policy, the internal quantitative and qualitative questionnaires
based on the reporting framework, and sustainability practices
provided by the subsidiaries of the Group. A complete content
index is available at the end of the ESG report for readers’
convenience to check its completeness.

STAKEHOLDER ENGAGEMENT

With the goal to strengthen the sustainability approach and
performance, the Group has put tremendous efforts into its
internal and external stakeholder inclusiveness. The Group
highly values the feedback from its stakeholders and takes
initiative to build a trustful and supporting relationship with
them through their preferred communication channels, which
are listed in the table below.
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Shareholders

iR R

| Expectations and Concerns

Employess
=

Expectations and Concerns

=0

HAEFE T

e Return on investments;
& Bl

e Corporate governance;
REER

e Business compliance.
XBAaR

Communication Channels

BERE

e Regular reports and
announcements;
PERENNSE

e Regular general meetings;
RERE

e Official company website.
NSNS

HEME Y

Communication Channels

BERE

Employees’ compensation and
benefits;

BB mmE NN &

Career development;

BxER

Health and safety in the working
environment.

REMEZ2H TR

Performance reviews;

B EXRBRAE

Regular meetings and trainings;
B AE

Emails, notice boards, hotline, and
employee engagement activities.

Customers

BE

Expectations and Concerns

HEME Y

High quality products and
services;

= o B B E RS
Protection of the rights of
customers.

RER P R R

Communication Channels

BERE

ER -BER ARNEEZ2ETH

Suppliers
HIER

Expectations and Concerns

S ELLD

Fair and open procurement;
RN RFERE
Win-win cooperation.

BRATE

Communication Channels

BERE

Open tendering;

General public
N

- Expectations and Concerns

S

Involvement in communities;
2t &

Business compliance;
(BER

Environmental protection
awareness.

REREEH

NGRS Communication Channels
Customer satisfaction survey; e  Suppliers’ satisfactory BRERE
BEEMEERAS assessment; e Public welfare activities.

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

T 40 A & [ IR 35 5 5 [
Customer service hotline and
email;

BEPRBAGMEF B

g A B E T
Face-to-face meetings and
on-site visits.

HHENEEMRISHNTH

REBEHEB




HOMBREEBENERY

Importance to External Stakeholder

Materiality Assessment

The Group undertakes annual review in identifying its
stakeholders’ main concerns and material interests for the
ESG Report. In FY2017/2018, the Group engaged certain
stakeholders to conduct a comprehensive materiality
assessment survey. Specifically, internal and external
stakeholders were first selected based on their influence and
dependence on the Group, and then were invited to express
their views and concerns on a list of sustainability issues via an
online survey, which was meticulously prepared according to a
diverse range of ESG topics. By organising and prioritising the
issues raised by stakeholders, the outcome from the materiality
assessment survey was mapped and presented below.
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Environmental Impacts

RERE

Air and greenhouse gas (‘GHG') emissions

RREFEYIEE RPN

Sewage treatment

J5IKEE R

Land use, pollution and restoration
TR SRR

Solid waste treatment

[E] 88 % 1) p 12

Energy use

BEIR (£

Water use

IKE TR E M

Use of raw/packaging materials

R BEMEEE R

Mitigation measures to protect natural resources
RRE

Employment and Labour Practices

BREEIER

9.

10.

11.

12.

13.

Composition of employees

EEAX

Employee remuneration and benefits

1 8 3 B 5% 1 A0 48 FI B R

Occupational health and safety
BEEFEHEHZE

Employee development and training

BB ERKIE

Prevention of child and forced labour

By 1B & TRsa 4 T

EHRERZERARAA

Operating Practices

EEED

14.

20.

Suppliers’ geographical regions in which materials are
sourced
HERZDRSEEBER

Selection of suppliers and assessment of their products/
services

HEmBRELEERRE NG RE

Environmental protection assessment of the suppliers

R B IR R AT A

Social risks assessment of the suppliers

1 8 7 0 AL = L B BT A

Procurement practices
REBER

Health and safety relating to products/services

Em/ REEEMZ 2

Customer satisfaction

BEREE

21. Marketing and promotion
FTEHANHE R

22. Observance and protection of intellectual property rights
38 ST ANOR o A B E AR

23. Quality control and management of products
EmmEREMGE X

24. Protection of consumer information and privacy
BEEMMBALRE

25. Labelling relating to products/services
HE D RGEBORERE

26. Prevention of bribery, extortion, fraud and money
laundering
D7 I-BREN B3R MRFF AL B8R

27. Anti-corruption policies and whistle-blowing procedures
RESBERBHRRIZ

Community Investment

HERE

28. Understanding local communities’ needs

29.

TRE A RER

Public welfare and charity
REMEZ



Given the materiality analysis matrix and prioritisation of
the 29 sustainability issues accordingly, the Group identified
'Health and safety relating to products/services', 'Customer
satisfaction’, and 'Observance and protection of intellectual
property rights' as issues of the highest importance to both the
Group and its stakeholders. This review has helped the Group
to better prioritise its sustainability strategies, practices and
outcome, and highlight the material and relevant aspects of
the Group's operation, so as to align them with stakeholders’
genuine expectations.

Stakeholders’ Feedback

As the Group strives for excellence, stakeholders’ feedback is
always welcomed, especially on topics listed as high importance
in the materiality assessment. Readers are also welcome to
share their views via the Group's email at ir@huabao.com.hk.

ENVIRONMENTAL SUSTAINABILITY

To seek the long-term sustainability of the environment and
the community where it operates, the Group is prudent in
controlling its emissions and consumption of resources, and
complies with relevant environmental laws and regulations in
Hong Kong and the PRC during its daily operations, including:

o Environmental Protection Law of the People’s Republic of
China;

o Law of the People’s Republic of China on the Prevention
and Control of Atmospheric Pollution;

o Law of the People’s Republic of China on Prevention and
Control of Water Pollution;

o Law of the People’s Republic of China on the Prevention
and Control of Environmental Pollution by Solid Wastes;

o Law of the People’s Republic of China on the Prevention
and Control of Pollution from Environmental Noise;

o Law of the People’s Republic of China on Conserving
Energy;
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Regulations of the Management of Economical Use of
Urban Water;

Emission standards for industrial enterprises noise at
boundary (GB12348-2008);

Emission standards for odour pollutants (GB14554-93);
and

Standards for pollution control on the storage and
disposal site for general industrial solid wastes (GB18599-
2001).

This section primarily discloses the Group's policies, practices,
and quantitative data on emissions, use of resources, the
environment and natural resources in FY2017/2018.

A.1. Emissions

The Group has complied with relevant national and local
environmental laws in terms of industrial emissions set
out in the operating regions. In FY2017/2018, the Group
found no disregard to influential laws relevant to air and
greenhouse gas (“GHG") emissions, discharges into water
and land, generation of hazardous and non-hazardous
waste, and noise. The Group commits to constantly keep
mitigating its environmental impacts through effective
measures, such as the smart control of the Group's
resource consumption and the upgrade of outdated
equipment that performs poorly in energy efficiency.
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Given the nature of the Group's business, air emissions
mainly come from fuel combustion for machineries,
vehicles, boilers and other operating processes. In
FY2017/2018, the air emissions of sulphur oxides (“SOx"),
nitrogen oxides (“NOx") and particulate matter (“PM")
amounted to 12,134.8 kg, 50,399.0 kg and 2,822.4 kg,
respectively. Greenhouse gases are a major contributor
to climate change and rigorously governed by the United
Nations (UN) ‘Framework Convention on Climate Change’
and the subsequent UN ‘Kyoto Protocol’. GHG emissions
from the Group are primarily due to the large amount
of fuel and electricity consumption during industrial
operations. Specifically, the Group’s total GHG emissions
were 88,680.8 tonnes CO2e, with an intensity of 23.04
tonnes CO2e/Million RMB being calculated during the
year under review. Other than GHG emissions, the
Group also generated certain amounts of solid wastes
and wastewater from its administration offices and
operating sites. Precisely, a total of 1,470.0 tonnes of
non-hazardous commercial and domestic wastes (with
an intensity of 0.38 tonnes/Million RMB), and 58,595.8
tonnes of non-hazardous commercial and domestic
wastewater (with an intensity of 15.22 tonnes/Million
RMB) were discharged during the Group’s operations.
In terms of the hazardous wastes, it is found that the
toxic solid wastes added up to 5,487.8 tonnes, while
the hazardous industrial sewage amounted to 438,747.3
tonnes. In FY2017/2018, The Group’s total emissions
are summarised in Table 1 below. To better illustrate the
GHG emissions of the Group in detail, especially from the
perspective of geographical locations, business segments,
use of resources, and emission scopes, a GHG emissions
Sankey diagram is formulated. It visualises the patterns
of corporate GHG emissions with the width of the arrows
representing the magnitudes of the amount of emissions.
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Table 1. Total Emissions by Category in FY2017/2018 ®—. —F—t /—ZT-N\BEHEHE
BB
Emissions Unit Amount Intensity*
BBy B #E BE*
(Unit per
Million RMB)
(Bfr/
HEAR¥)
Air emissions SOx Kg
R ety Fr 12,134.8 3.15
NOx Kg
RENLY Fr 50,399.0 13.09
PM Kg
LRy = 2,822.4 0.73
GHG emissions Scope 1 (Direct Emissions) tonnes COze
BERBHEN HE— (BEHR M-flREE 52,853.2 13.73
Scope 2 (Energy Indirect Emissions) tonnes COze
HE = (RRAEHR M-SlREs 35,365.9 9.19
Scope 3 (Other Indirect Emissions) ** tonnes COze
HE= (AmEEHER) <> MoEikEs 461.7 0.12
Total (Scope 1, 2 & 3) tonnes COze
R (BE— k=) MoEikEs 88,680.8 23.04
Non-hazardous waste  Solid Wastes tonnes
BEREY ElfEEEY 1 1,470.0 0.38
Wastewater tonnes
JE K W 58,595.8 15.22
Hazardous waste Solid Wastes tonnes
BEEEY ElfEEY ] 5,487.8 1.43
Wastewater tonnes
BEIK 1A 438,747.3 113.99
* Intensity was calculated by dividing the amount * B ERRAEBfMEARER &F
of air, GHG and other emissions by the sales RENEMENEBERUBREARER
revenue of RMB3,848.626 million for FY2017/2018 —E—+ /- N\BBEEERD
according to turnover and segment information in LEEMRBELSINAERHE
Annual Report. WA # AR #3,848.626H & JTrTHE
*x The Group's GHG emissions for Scope 3 (Other * % AEES=REYENESE= (EMmEE
Indirect Emissions) only cover that from paper waste R EBRERNHEREE 2B U
disposed of at landfills and electricity used for RBFEERE HEREERK&REEK
processing fresh water and sewage by government Frol B s aERET K-

departments.
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Air & GHG Emissions

Air and GHG emissions generated by the Group mainly
come from the use of electricity, diesel, natural gas,
town gas, gasoline, refrigerant, and coal for its daily
operations. Specifically, exhaust gases including SOx,
NOx and PM are primarily generated during the boiler
combustion and transportation process. The Group strictly
complies with relevant laws in controlling its exhaust gas
emissions, such as ‘Emission standard of air pollutants
for boiler’” (GB 13271-2014), and has implemented
effective policies by taking specific measures to abate
the impact of air emissions on the surrounding areas.
To minimise the amount of dust and SOz emissions from
the boiler combustion in factories, for instance, the
Group has adopted the bag filter facilities and double
alkaline desulfurization facilities. Besides, the Flavours and
Fragrances business particularly regulates that exhaust
gases should be filtered through activated carbon and
discharged only when it meets the standard. Furthermore,
high-quality coal is always the priority choice to the
Group when it comes to procurement, which is believed
to be an effective measure to maintain the high operating
efficiency of the equipment.

The Group has put great attention to the control of its
GHG emissions as well. It is widely acknowledged that
the consumption of energy resources is a fundamental
cause of the rising level of diverse kinds of greenhouse
gases, including CO2, CH4 and N20. To minimise the
emissions at source and lower the risks of ineluctable
GHG emissions during daily operations, the Group has
set up and implemented its internal policies, which are
further described in the next subsection under Electricity
and Other energy resources.
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Wastewater

Administration office

The wastewater generated from administration offices
of the Group is mainly commercial wastewater from
buildings, which is directly discharged into the building
sewerage network and handled by the property
management of the building. Since the amount of
wastewater highly depends on the amount of water
used, the Group has adopted specific measures, further
described in the next subsection under Water, to reduce
its water consumption in offices.

NWERCRVELED
Control
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Flavours and Fragrances business

The wastewater generated from this business segment
falls into commercial and industrial sewage. The
commercial wastewater is carefully treated before being
discharging to the municipal drainage systems. The
industrial wastewater, however, will be treated in a more
sophisticated manner. A great many subsidiaries under
this business segment adopt different methods to treat
wastewater. For instance, the wastewater from several
subsidiaries is processed first through internal wastewater
treatment facilities and then discharged to the
wastewater treatment work when it meets the first grade
of ‘Integrated wastewater discharge standard (GB 8978-
1996). The processing method is integrated hydrolytic
acidification and biological contact oxidation. Precisely,
the industrial wastewater is through the rack where the
suspended matter is removed. The filtered water is then
pumped to the hydrolytic acidification tank, where the
large molecules will be transformed into small ones. The
following biological contact oxidation tank massively
reduces the chemical oxygen demand (COD), biochemical
oxygen demand (BOD) and amount of ammonia nitrogen
of the wastewater, after which the water will finally be
purified. Meanwhile, for the wastewater generated from
the cleaning reaction vessels, a sedimentation process is
applied first before the wastewater is discharged to the
municipal drainage pipelines. The floating mud during
the treatment process is collected and transported to the
third-party certified environmental organisations.

Tobacco Raw Materials business

In addition to the commercial wastewater, which is
handled similarly to Flavours and Fragrances business,
the industrial wastewater in this business segment
is scientifically treated as well. Specifically, through
the sewage network, the wastewater is drained to
the wastewater treatment work inside the factory,
where the pre-treatment, biochemical treatment and
advanced treatment are conducted sequentially. To save
the precious water resources, part of the processed
wastewater is circulated to the production line for reuse.
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Given the average industry level of water consumption
rate (40 tonnes/tonnes products), in FY2017/2018,
the Group set the objective of reducing this ratio to
30 t/t products in the factory compared with average
industrial value. Through a series of effective measures
and innovative change, including the optimisation of the
production process and improvement of water circulation
system, this business segment of the Group has
successfully accomplished the goal and reduced its water
consumption rate by 18.96% compared with its previous
value.

Aroma Raw Materials business

The industrial wastewater from this segment is treated
through a series of stages, including grating grease
separation tank, flotation tank, pH adjustment tank,
Iron-carbon micro-electrolysis Fenton oxidation reactor,
neutralisation tank, intermediate adjustment and
collection tank (with domestic wastewater), up-flow
anaerobic sludge blanket, biological sedimentation
tank, membrane bioreactor, and clean water tank. The
processed wastewater is then discharged to natural water
bodies after being verified to meet the first grade of
‘Integrated Wastewater Discharge Standard’ (GB 8978-
1996) or relevant local standards. The sludge separated
from the wastewater at preliminary stage is concentrated,
dried and eventually handled by certified organisations.
By and large, the entire wastewater treatment adopts a
combination of physio-chemical and biochemical process.
It is the mature anaerobic process and high-efficient
aeration device that immensely enhance the energy
efficiency in the wastewater treatment.

Furthermore, the Group has never stopped its footstep
to explore new ways to reduce the amount of sewage.
For example, the Group keeps upgrading its equipment,
especially through the redesign of supporting facilities,
to lower both the operating cost and sewage generation.
Plus, the Group partly recirculates the purified wastewater
to production process and cooling towers, thereby to
some extent decreasing the generation and discharge
of wastewater. What is more, to strengthen the cooling
water utilisation and conservation, the Group not only
uses remaining cooling water for plantation, but also
improves the efficiency of condensing systems and makes
the cooling water circulate in a separated pipe network
by reconstructing the old drainage systems.
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Solid Wastes EREEY

Administration office TR

The solid waste in this business segment is mainly TBRAENERBEEMEZRENA
commercial solid waste from staffs working in offices. ERE T FRBETREENEEERBERE
To efficiently manage the waste, the Group adopts Yo TENBRUEREEY  NEE
various measures, such as centralised garbage can, for KR Z 128 s - Il a0 &% A HE iy SR AR -
the collection of waste. The Group classifies the solid FA LA MG &= B B8 4y 3% o AN SR B R 2 40 4 [E
waste scientifically. The sorted municipal solid waste from BEVETHIBE - MAEKBYENN
offices is then handled by the property management of TEEEZEYERREYEETER
the building, and finally disposed of in landfills by the A B 4% B A A IR 2 P9 1 by SRR S8 35 3
government. TR -

Solid Waste
Control

[E] B8 7% 4] 22 5




Given the commitment of the Group to Sustainable
Waste Management, effective actions to reduce, reuse
and recycle the materials are taken in all offices, as
highlighted below in particular:

o Recycle as much solid waste as possible through
classification process;

o Educate all employees on reducing the use of
disposable items such as plastic tableware;

o Purchase microwaves in offices to encourage
employees to take lunch boxes by themselves
instead of ordering take-away food, which could
largely reduce the waste of food packages;

. Advocate the reuse of office stationeries; and

o Provide glass cups to clients and guests instead of
disposable ones.

Flavours and Fragrances business

The domestic waste from this business segment is sorted,
recycled and handled by certified municipal department.
For example, domestic wastes from the industrial park
are mainly paper, glass and wood products, which are
stacked at the rubbish bins altogether and transported by
the waste recycling department with special trucks twice
a week. The Group has also signed the ‘Domestic Waste
Recycling Contract’ with certain municipal department.
In terms of hazardous wastes, certified environmental
protection companies hold the responsibility for the
recycling and handling of them.

To better manage the dangerous waste from this business
segment, the Group sets a clear target for the annual
emission of its hazardous waste. Specifically, dangerous
waste in production fields and offices should be collected
and disposed of according to the relevant regulations.
Normally, the dangerous waste will be temporarily
stored at dangerous goods storing area with meticulous
monitoring system, while all domestic waste from offices
must be separately collected for centralised treatment.
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Tobacco Raw Materials business

The solid waste from this business segment mainly falls
into three categories: domestic wastes, non-hazardous
industrial wastes and dangerous wastes. The domestic
waste is normally handled by municipal sanitation
department, while non-hazardous industrial wastes such
as coal ash, cinder and mud are recycled and disposed
of by certified organisations for the manufacturing of
cement and organic fertilisers. The dangerous waste
is handled more discreetly by organisations which
have been granted the certification and permission for
dangerous waste treatment.

During the operation process, lubricant is gradually
degraded to waste oil due to the mechanical wear
and changing surroundings. The Group has specific
mechanical engineers who are responsible for the
recycling and reusing of waste oil. The remaining
waste oil is stored in the temporary warehouse which
is only for the storage of dangerous waste, and then
recycled by certified companies once a year. It is also
worth mentioning that the Group has established strict
standards for oil change process on the equipment. For
instance, the Group regulates that the waste oil must be
recycled according to its characteristics, such as recyclable
oil, unrenewable oil and general oil. The same category
of oil should be collected and stored in the same barrel
to reduce the number of containers, which are required
by polices to be clearly and correctly labelled for future
reference.

The Group has put great emphasis on the control of
packaging materials, recycling of paper products and the
implementation of other environmentally friendly ways in
its manufacturing process, which will be further described
in the next subsection under Packaging materials and
Paper.
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Aroma Raw Materials business

In this business segment, the domestic waste is handled
by municipal sanitation department, whereas the
distillation residue during the production process from
workshops and waste activated sludge are handled by
certified municipal departments. Other industrial wastes
including coal ash and clinker are transported to farmers
in the neighbourhood as fertilisers. During recent years,
the subsidiaries of this business segment replaced
traditional fossil fuels with clean energy gradually, which
massively reduced the amount of industrial waste. It is
noted that empty barrels that are used to transport the
raw materials are highly encouraged by the Group to be
collected by material suppliers for reuse.

To further reduce the generation of solid waste, the
Group not only has built specific target for waste
emissions, but also keeps adjusting the formula of
synthetic and hydrolytic reagent to further decline
the generation of magnesium slag. Furthermore, the
Group has set a long-term goal, aiming to transform all
coal-fired boilers into gas boilers, thereby nipping the
generation of clinker, sulphur dioxide, nitrogen oxide and
dust at bud.

Noise

Noise generated by the Group mainly comes from
the operation of machineries and equipment during
manufacturing processes in the factory. The Group is in
strict compliance with national and local regulations in
terms of noise emissions. The Group has adopted several
noise-reducing facilities to mitigate the effect of noise
on the surroundings. For instance, the Group constantly
brings forth practical innovation and purchases new
equipment that is notably quieter, more environmentally
friendly and more efficient compared with the outmoded
machineries of which the noise pollution might reach a
high decibel level.
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A.2. Use of Resources A2.ERFEA
In FY2017/2018, primary resources consumed by the AEER=_ZT—+ /ZF— ) \FHFA
Group were electricity, diesel, natural gas, town gas, FANETEERAEN 5B RXAR
gasoline, refrigerant, coal, steam and paper. Table 2 HR -l B EAMAR
illustrates the amount of different resources used by the AEEREFAETRERNEREW
Group during the year under review. Tx=--
Table 2. Total Resource Consumption in FY2017/2018 K=. Z2—+ /—FE-N\HELER
ERE
Resource Category Item Unit Amount Intensity*
ERER BE B #$E BE*
(Unit per
Million RMB)
(Bf/
BEAKH)
Energy Electricity kWh;000
B2 EWl TTRE 64,302.7 16.7
Diesel litres
e # 491,722.9 127.8
Natural gas m?
RBR AR 236,808.7 61.5
Town gas m?
KR MK 1,686.6 0.4
Gasoline litres
b # 218,975.3 56.9
Coal tonnes
# i 15,988.0 4.2
Steam m’
A R 6,797,227 1766.1
Water Water m?
X K MK 833,337.8 216.5
Paper Paper kg
Eig TS Fr 6,191.5 16
Packaging materials**  Plastic tonnes
BR MR bkl W 684.2 0.18
Paper tonnes
#® [l 1,088.4 0.28
Metal tonnes

t B 18 145.3 0.04




* Intensity was calculated by dividing the amount of Energy,
Water, Paper and Packaging materials produced by the
Group by the sales revenue of RMB3,848.626 million
for FY2017/2018 according to turnover and segment
information in Annual Report.

* Packaging materials here exclude one subsidiary under
Flavours and Fragrances business, which cannot calculate
the weight of materials due to the complexity of each
packaging item. Instead, the number of items produced
by this subsidiary in FY2017/2018 was 31,308 (Plastic),
146,855 (Paper) and 1,175,546 (Others), respectively.

Electricity

The electricity consumed by the Group mainly comes
from the operation of electrical equipment and device in
offices and factories. All business segments of the Group
have stringently complied with relevant regulations and
the Group’s policy of saving electricity. To greatly mitigate
the consumption of electricity so as to diminish its GHG
emissions, the Group has embedded the slogan of ‘Saving
Electricity’ into its business strategy and particularly
implemented the following practices:

° Turn off all lights, electronics and other power
consumption equipment at the end of the day;

o Switch off all idle lights and air conditioners (e.g.
most electrical equipment will be turned off during
lunch time);

J Place ‘Save electricity and turn off the light when
you leave please’ posters to encourage workers and
employees to conserve energy;

o Clean and maintain the electrical equipment in
offices and factories (such as air conditioner and
paper shredder) regularly to maintain their high
efficiency;
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Electricity
management
AL

e Adjust the set temperature of air conditioners in the s REFHAGHAZTANRTE
office based on the season; I

. Educate workers and staffs working in the office on e HEIAMBMAZEI(EMBEIE
the importance of energy conservation; DR EEMN

. Replace lamps that consume large amounts of . AESRMLEDE AR EREARNE
electricity with more efficient LED bulbs for office BHHER  ARFAERE:
lighting; and

. Encourage all employees to open curtains and . HEMBEIEAENEBRTT
utilise the natural sunlight for lighting in the office FMagE FMRaABxREHA
when possible. Eo

Apart from the common practices that have been BRTHBTRARDEE KNS RME

implemented among all subsidiaries, here is the highlight N ATRANAEBRRESORE S

of efforts of different business segments in electricity HEATHE LN :

conservation:



Flavours and Fragrances business ° Installed LED lights;
BB 2R LEDRE ;
o Replaced outmoded central air conditioning periodically to keep

its high efficiency;
EHERBRAPREFHUREERBRE
° Installed electric relay to avoid unnecessary lighting caused by
improper operation of the staff.
ZRERETR BEEATEASRIETEMERTUERIRA -

Tobacco Raw Materials business o Changed 500 high electricity consuming lights to LED lights in
JZ R RHR 5 this business segment.
1% 5001E = 76 5 /& B LEDE ©
Aroma Raw Materials business o Replaced most bulbs in workshops with LED lights;
& R B 5 FALEDE B E R WY K 2 BB 8
o Focused on the monitoring of its electricity consumption and

installed electricity meters in each workshop and dormitories of
employees.

HIRNERSHEEENENERLEERMETHEELEEK-

Other energy resources H th g IR &R

The Group consumes diesel, natural gas, town gas,
gasoline, coal as energy resources for manufacturing
operations and transportation. The Group is dedicated
to reducing the use of fossil fuel and improving the
efficiency of operation, and sees it as the key to its
commitment of becoming an eco-friendly company. For
instance, the Group encourages its employees from all
subsidiaries to take public transports instead of driving
to work, and to utilise the electronic device for online
conference to avoid unnecessary travelling. In addition,
the Group embeds environmental protection into its
business strategy and always puts energy conservation
in the first place. Therefore, the Group purchases
environmentally-friendly vehicles for transportation and
operation, redesigns the machineries to be more eco-
efficient, and initiates a competitive mechanism to
incentivise subsidiaries which pursue a ‘low carbon and
low consumption’ working environment and operation
process.

AEBEEBIZNRERHBEHRRE
HRAR BR TR R - N E B
WA ER IR EEM
ME - WHEBSBARRITERSE
R R AR RS - Pl REEZE
FIEFRABNEIRENAZTBITAR
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Besides the common practices that have been
implemented among all subsidiaries, here is the highlight

Flavours and Fragrances business

BERERA

RTHEFARBEKERN T RME
SN AT ETREBRBEEIEIRE
of efforts of different business segments in optimising R EAMEES

their usage of energy resources:

Conducted centralised disposal of obsolete device and equipment
periodically to minimise its negative impact on the environment;

EHRETRBERERE URERLEURENEETE:

Replaced diesel-fired boilers with steam boilers, which could
approximately reduce 18 tonnes diesel per year;

FRZTSRIE A SO SR AR - B F KA AR 18I S

Strengthened the routing inspection on waterpipes and prevented
any leakages failure;

058 HKE M ARIRE ) L DR IFEREE

Checked and maintained the energy supply lines to prevent any
energy losses from non-functional operation of supply lines;

R B HEE R IR AR AD) IE LR AR B0 BT BE B 1T P A A BV (E
fAlge =K

Used energy-efficient water pumps and installed circulating water
cooling tower to reduce the energy and water consumption as
much as possible;

15 A B BB /K R AN 22 MR ER KOS AlEE - 2R AT B R A B2 IR MK ) H #%

Installed the energy-saving heating device on the boiler;

FERE - REAEMAKE:

Input warm or hot water to the boiler at primary stage when
possible;

22 7] BEAE 1) 40 B R A SR RO AR /K S ARUK

Retrofitted the steam pipes with additional heat insulating
materials to reduce the heat loss during steam transportation
process;

52 FARE SN B 2 KL 28 9 B TS - AR R R B R B
WEEEK:

Adjusted the boiler type according to demand requirement;
RIET KR RERE

Delivered materials to the oast house for pre-treatment;

et = UM R E (TR R IR

Examined and repaired the energy supply lines timely;

KB mEMEEERERAR

Educated employees on energy conservation through various
channels.
BBEBEBHEE TEHNRLIR-



Tobacco Raw Materials business

12 R RORHR 52

Aroma Raw Materials business

=R B AR5

ol

Purchased the appropriate type of coal that generates less smoke
during combustion;

BEEERENK EREBRETFELARINE:

Maintained the boiler regularly to keep its high working
efficiency;

FHEERERE  URFES TERCE:

Optimised the manual operation by training;

BBE B FEIRE:

Redesigned the boiler to enhance its thermal efficiency.
B AT B LA R S AR R -

Replaced the glass-lined double conic rotary vacuum dryer with
titanium ones to enhance the heat exchange efficiency;

REREEEERE XA ELRBIBRRD]  RIERRABYE:

Took full advantage of surplus heat of steam condensate to raise
the temperature of domestic water;
AOFBFEARBKNBARESEERAKOEE
Maintained the energy supply pipelines regularly to keep its high

efficiency;

EHRERRUEEE RESBE:

Removed the begrime of heat exchanger to enhance its heat
exchanging rate.

BRARBENEE ERARBRE -
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Water

The Group prioritises water conservation among a
growing number of environmental issues and strictly
follows the 3R rules — Reduce, Reuse and Recycle in the
daily operation. By applying the robust water resource
protection measures, the Group did not face any
problem in sourcing water during the year under review.
Furthermore, not only has the management and board
put great emphasis on water preservation, the offices
and production sites of the Group have implemented
their water conservation measures very well. For instance,
the Group organises formal meetings delving into more
advanced and innovative ways of saving water in all
factories and industrial parks. All subsidiaries, where
water can be largely consumed, are incentivised to reuse
the wastewater as much as possible. The employees in
the office are highly encouraged to reduce the amount
of flushing water in a proper way. The Group strives to
gradually instil the principle of ‘Saving Water’ to every
employee during their daily lives and work. To further
improve the utilisation efficiency of water resources, the
Group has adopted the following practices:

o Fix dripping taps immediately to avoid further
leakage of the water supply system;

o Strengthen the inspection and maintenance on
water tap, water pipelines and water storage;

o Run regular leakage test on water taps, joint rings
and other defect in the water supply system;

o Require employees to strictly comply with
company’s water saving policy; and

o Advocate the importance of saving water among
employees by professional trainings.
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Apart from the common practices that have been BRTHBEFRARBEKERNSRME
implemented among all subsidiaries, here is the highlight SN AN RN REBRIREES LA KA
of efforts of different business segments in water [EIlinGiG=t=0k Sl

conservation:

Flavours and Fragrances business

BRERA

Tobacco Raw Materials business

2 PR AR 5

Aroma Raw Materials business

&R B

Reused the cleaning water in the reaction kettle to wash the
floors;

EMERRBEDTNERKERBIR

Recycled the steam condensate for reuse properly;

B 2 T2 B K AEEEE A

Warned its employees to use the right amount of water to wash
reaction vessels to avoid excessive consumption of fresh water.
REEBETFRBEMKHREREDS  UEBRBEHEKK-
Placed “Saving Water Resource” posters in prominent places to

encourage water conservation.

EERUERE HLKER SR ASBEHLIRK-

Reuse the remaining cooling water for plantation inside the
industrial park.

ETXREBASEEARGBNSAKETER

Water
management

AXERE
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Paper

One of the main natural resources consumed by the
Group is paper for administrative work. To minimise the
use of paper, the Group has put great efforts into the
implementation of following policies:

o Choose suppliers with more environmentally-
friendly paper source, so as to reduce the amount
of tree losses while consuming the same amount of
paper indirectly;

o Promote the concept of paperless office, and
disseminate information by electronic means (i.e. via
email or e-bulletin boards) as much as possible;

o Set duplex printing as the default mode for most
network printers when printouts are needed;

o Spread the idea of “Think before print” by using
posters and stickers in offices to remind the staff of
avoiding unnecessary printings;

o Reconsider boxes and trays as containers beside
photocopiers to collect single-sided paper for reuse;

o Use the back of old single-sided documents for

printing or draft paper; and

o Recycle used stationery whenever possible.
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Packaging materials BEME

To raise the utilisation efficiency of packaging materials, ARESBEMBARARE  KEBR
the Group adopts effective measures at different HEIHESERROER T ARMRE
stages from procurement to sales. To better illustrate Mo/ T EIFMHREREAREMAE
the endeavour of the Group in packaging materials BHREMKRR U TERETRAEBIRRBAT
management, below is the highlight of efforts of different YEH M Z D AERED 0% -

business segments:

Flavours and Fragrances business

BB

The plastic and iron barrels are widely used and recycled for packaging
purpose in order to significantly reduce the amount of packaging
materials. Also, some subsidiaries of the Group adopt 30L rectangular
barrel rather than 30L flat barrel to fully take advantage of the
packing space. To reduce the consumption of packaging materials,
one subsidiary of the Group has altered its packaging way from 8
kilograms (16 cans) per case to 16 kilograms (4 packing bag made
of aluminium foil). With this approach, the amount of packaging
materials of that subsidiary has been reduced to 50% of the previous
amount. Furthermore, the Group tries its best to convince its customers
to purchase large packages instead of small ones to reduce the
unnecessary waste of packaging materials.

2B} A7 RN 50 4 1 78 35 T A R 48 B % (50 PR N HE 7T Bk - DA R A B B R
HEFESE o AN RE B E 2 M & A B ER 30177 22 15 i JE30Lm 2248 -
RAOMFETEEEM  BRSBEMBEERE AEBH—KWEQ
AREBETAAEMIAT (168)A/16AF (MERARER) <&
BMERERE ZTFARNBEMBEBEE MR ZATEEH50% © BRIt
2N AERERNAREFBERBEMIFENBEER AR TBE
WEEMEEIRE -

The packaging materials in this business segment include packaging
barrels, cardboard barrels, woven bags, aluminium bags and so on. To
largely reduce the consumption of packaging materials, the Group has
implemented the following practice as well:
BERRBOBDEMHEEBER AR AR BERE  AXERD
BEMENERE NEBENEHEIATHER:

° Purchase as much recyclable and reusable packaging materials as
possible;

BARZHWEBEA LR SEERANBEME:

o Choose packaging materials properly to avoid excessive usage and
massive waste of packages;

BEAENEEME BRBEERAMRE:

o Partly substitute advanced ‘Green packaging’ materials for
traditional ones.

MOBHROBEMMBEEN [REREIMHLE-
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Tobacco Raw Materials business

12 PR R AR 5

Aroma Raw Materials business

=R B 5

The packaging materials used in this business segment are mainly paper
pulp, film bags and cartons. To decrease its consumption of packaging
materials, the Group is committed to negotiating with its customers
about the packing specifications and tries to convince them to select
the large size.
ZEBRAEAHNBEMHEZRMAE BEINEM - RO BEM
FHOERE  AEBEB )BT RRETER Y AB S RLERE
ARTH BRI -

The packaging materials used by this business segment are mainly
cardboard barrels, composite paper barrels, cartons, plastic tanks,
200L and 30L plastic barrels with bungs, and polyethylene bags. It is
also worth noting that except for the packaging materials for finished
goods that are newly bought, the packaging materials used for barrels
inside the production workshops are all reused. The Group educates
its employees to reduce, reuse and recycle packaging materials, and
promotes the prioritisation of environmentally-friendly materials in
procurement.
ZEBRBERANBEMK EELLR B AR 4548 BRE 2000
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A.3. The Environment and Natural Resources

Through a series of measures to save electricity, water,
gasoline, natural gas and all raw materials during
operations that have been introduced above, the Group
has made a significant progress towards the building
of a reliable, resilient and sustainable corporation
that pioneers in the industry of food additives and
flavouring. In FY2017/2018, the Group’s environmental
impact was minimal due to its unremitting efforts to
create a resource-saving and environmentally-friendly
enterprise. The emissions of exhaust gas and GHG, solid
waste, wastewater and noise are all in conformity with
relevant environmental laws and regulations. Among all
the GHG emissions during the year under review, the
Group’s major impact on the environment was from the
consumption of electricity and various types of fossil
fuels. To minimise its GHG emissions, which are always
connected with the precursor of global climate change,
the Group strictly monitors, manages and improves
its business model and relies on the efficient usage
and control of energy resources, especially monitoring
the details of its daily operation. With regard to the
consumption of gasoline for transportation, for example,
the Group not only calls on all employees to generally
control their gasoline consumption during daily lives and
work, but provides a comprehensive guideline leading
them to align with the corporate policy scientifically and
cumulatively to implement its sustainability strategy and
values. Specifically, the Group regulates in detail that
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o All drivers need to plan appropriate driving routes in
advance;

o Keep the vehicle travelling at a constant speed to
avoid any unnecessary brake;

o Stick to the principle of '‘Open windows at low
speed, Turn on air conditioning at high speed’;

. Maintain the vehicle on a regular basis;
o Control the pre-heated start time properly; and

o Clean up the mess inside the vehicle.
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To further eliminate its possible repercussions on the
environment, the Group has put great emphasis on
three main areas in its daily operations. Precisely, the
Group is committed to seizing every opportunity to
innovate, design and utilise eco-efficient machineries for
daily operations in terms of their energy consumption,
air and GHG emissions, and most importantly, the
compliance with relevant environmental regulations.
Second, the Group values the education and advocacy
of low-carbon operation and lifestyle. Employees are
tremendously encouraged to take public transport
instead of private cars, thereby to large extent reducing
their individual carbon footprint. Besides, the Group
endeavours to cultivate the good habits of diligence
and frugality in terms of the use of natural resources
among its employees through plenty of channels. Third,
to align with the international standard in preserving
energy resources and protecting the planet, a series of
efficacious, adaptable and globally compatible policies are
considered the fundamental asset to keep the enterprise
go with the tide of world development by the Group.
The Sustainable Development Goals (SDGs) came into
force on 1 January 2016 and laid out a roadmap to tackle
17 vital sustainability issues around the world. With
a strong corporate ambition to address the imminent
global environmental crisis, the Group prioritises and
incorporates certain SDGs into its policies and decision-
making process, which are ‘Affordable and clean energy’,
‘Industry, Innovation and Infrastructure’, ‘Responsible
Consumption and Production’, and ‘Climate Action’,
respectively.
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SOCIAL SUSTAINABILITY
EMPLOYMENT AND LABOUR PRACTICES
B.1. Employment

The Group treasures employee’s talent and sees it as
the key in driving the success and maintaining the
sustainable development of the Group. The Group strives
to provide its employees with a safe and suitable platform
for gaining professional knowledge and developing

VI.

vocational career.

Total male employees by age of the Group
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Total employees by department in the Group

AEBEBHAETAH
260 162
. Production Material Control (PMC) @ Research and Development
A R R HIEB EEE
. Financial @ Production
B BED HEES
Management . Investment
EHE HEE
. Administration and Human Resources @ Business
TERAEH [SES:
Law compliance EFEE
The human resources policies of the Group abide by the AEBHANERBEETHETE
applicable employment laws and regulations in Hong LB AREEANEBEERERER 8
Kong and the PRC, including: &

. Employment Ordinance (Cap. 57 of the Laws of CRIBEDD) (BEZEHIES7E)

Hong Kong);

. Employees’ Compensation Ordinance (Cap. 282 of . (EEHEGKRD) (BEEEME
the Laws of Hong Kong); 282%) ;

. Mandatory Provident Fund Schemes Ordinance . CGaElE R BT EEA) (BA
(Cap. 485 of the Laws of Hong Kong); SEPIEA485%E ) ;

. Disability Discrimination Ordinance (Cap. 487 of the . CERER GO (FEEE0E
Laws of Hong Kong); 487%) ;

. Race Discrimination Ordinance (Cap. 602 of the . CGERRIEBAEH) (BBEHE

Laws of Hong Kong); 602%E ) ;
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. Sex Discrimination Ordinance (Cap. 480 of the Laws
of Hong Kong);

o Minimum Wage Ordinance (Cap. 608 of the Laws of

Hong Kong);
o Labour Law of the People’s Republic of China :
o Law of the People’s Republic of China on Promotion

of Employment;

o Insurance Law of the People’s Republic of China;

o Labour Contract Law of the People’'s Republic of
China;

. Minimum Wage Regulations; and

o Regulations on the Supervision of Labour Security.

The Human Resources Department of the Group is the
unit that holds responsibility for the reviewing and
updating of relevant company policies on a regular basis
in accordance with the latest laws and regulations.
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Recruitment and promotion

The Group adopts a set of transparent and clear
procedures to conduct its annual recruitment plan, such
as 'Personnel Recruitment Plan’, aiming to live up to
‘Openness, Fairness, Transparency, Standardisation’ in
every detail. To attract high-calibre candidates, the Group
offers fair, competitive remuneration and benefits based
on the individuals’ past performance, personal attributes,
job experiences and career aspirations. The Group also
references market benchmarks and has formulated
‘Compensation Management Regulation’ in determining
its remuneration and benefit policies. As talent retention
is vital to the sustainable business development, the
Group constantly reviews its compensation packages
and performs probationary and regular evaluations on
the employee’s capability and performance in the past.
This ensures that all employees can be recognised by
the Group appropriately with respect to their efforts and
contributions.

Compensation and dismissal

Any appointment, promotion or termination of
recruitment contract should be based on reasonable,
lawful grounds and internal policies, such as Staff
Handbooks. The Group strictly prohibits any kind of
unfair or illegitimate dismissals. For those who have poor
working performance or constantly make mistakes, the
Group would warn verbally before issuing a warning
letter. For those who remain untamed despite making the
same mistakes repeatedly, the Group would dismiss the
person according to relevant laws in Hong Kong and the
PRC.
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Working hours and rest periods

The Group has formulated its policy based on local
employment laws including Regulations on Working
Hours of Employees to determine working hours and
rest periods for employees. Specifically, the Group has
installed the attendance management system that could
keep monitoring its employee’s working hours, and
compensate those who work overtime with overtime pay
or additional days off. In addition to basic paid annual
leave and statutory holidays, employees are also entitled
to additional leave benefits such as marriage leave,
maternity leave and compassionate leave.

Equal opportunity and anti-discrimination

As an equal opportunity employer, the Group is
committed to creating a fair, respectful and diverse
working environment by promoting anti-discrimination
and equal opportunity in all its human resources and
employment decisions. In other words, training and
promotion opportunities, dismissals and retirement
policies are based on factors irrespective of the
employees’ age, sex, marital status, pregnancy, family
status, disability, race, colour, descent, national or
ethnic origins, nationality, religion or any other non-
job related elements in all business units of the Group.
Meanwhile, the equal opportunity policy allows zero
tolerance in relation to any workplace discrimination,
harassment or vilification in accordance with local
ordinances and regulations. Moreover, employees are
vigorously encouraged to report any incidents involving
discrimination to the human resources department
of the Group. The Group will then take responsibility
for assessing, dealing with, recording and taking any
necessary disciplinary actions on such incidents.
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Other benefits and welfare

The Group cares about the wellbeing of its employees.
According to national regulations, the Group provides
employment injury insurance for its employees. In
addition, travelling packages are arranged for its
employees, which the Group believes are significant
to ensure their physical and mental health. The Group
values its employees and believes that employees are the
creators, practitioners and trailblazers of the fulfilment
of corporate values. Helping employees realise their
ambitions is not merely an idea for the Group. Rather,
it is the foundational attitude of the Group towards its
employees every day. What is more, the Group firmly
believes that the sense of belonging is what allows
employees to be their authentic selves, and fostering this
sense of belonging for employees will bring the Group
a long-term competitiveness and success. Thus, under
the guidance of corporate vision ‘Leader to a better
life’, the Group's subsidiaries enjoyed their considerable
autonomy to arrange various forms of cultural events
in FY2017/2018. For instance, the Group organised
'Huabao Hiking and Cycling Activities’, 2017 Christmas
Party’, ‘2018 Huabao Annual Dinner’, and a plethora
of meaningful events for all employees during the year
under review.

In FY2017/2018, the Group was in compliance with
relevant laws and regulations in relation to compensation
and dismissal, recruitment and promotion, working
hours, rest periods, equal opportunity, diversity, anti-
discrimination, welfare and other benefits that have a
significant impact on the Group.
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. Health and Safety

The Group believes that health and safety at work
involves both the prevention of harm, and the promotion
of employees’ well-being. To provide and maintain a safe,
clean and environmentally-friendly working condition
for employees, the Group has established strict internal
safety and health policies, which are in line with relevant
laws and regulations in Hong Kong and the PRC,
including the:

o Occupational Safety and Health Ordinance (Cap.
509 of the Laws of Hong Kong);

o Production Safety Law of the People’s Republic of
China;

J Law of the People’s Republic of China on Prevention
and Control of Occupational Diseases; and

o Regulation on Work-Related Injury Insurance.
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The Group rigorously sticks to the instructions of the
Quality Management Systems (ISO 9001:2008) and
Occupational Health and Safety Management Systems
(OHSAS 18001:2007) during operations, striving for
zero accidents of all persons involved in different
works. To ensure an infallibly healthy and safe working
environment, the Group carries out the guiding principle
of ‘Safety first, Prevention first’ and has drafted its
internal operating standard called ‘Health and Safety
Management Regulation of Huabao International
Holdings Limited’, which has been put into force since
2008. On top of that, the Group has conducted the
following measures in safety and health management:

Emergency response drills
(held by fire units)
HETHPI R E SR B

Cleaning of air-conditioning systems
(once a season)

—FE-RNERRRBFRIE

Prohibition of smoking and
drinking liquor in workplace

TS P B R E BRUE

@000

During the year under review, the Group found no
work-related fatalities during its operations and was not
aware of any violation of relevant laws and regulations
in relation to providing a safe working environment and
protecting the employees from occupational hazards that
may have a significant impact on the Group.

Provision of suitable Personal Protective Equipment
("PPE", such as helmets, safety ropes, gloves, etc.) to its workers on site

REFTARKAENEADNERE (NEE 22

AEEELBEHERSETREEIRE
% (I1SO 9001 :2008) FIBk ¥ fE R %L
2 E IR X (OHSAS 18001 :2007) &)
BR FRERTEIENEAEDN
EWMEAT - AER—ARELZE2NT
1’Ei§iﬁ'$%lfféﬂ§%%—'ﬁ%%
— BB RA WRET [FEEEE
%ﬁﬁﬁ“ﬁﬁ%ﬂ@ ﬁ%ﬁms’muﬂ

BEIZAE (H2008F A - frith 2
9\\v$%lﬁﬁﬁ’£&&ﬁ? 5
EUA T ¥ 56

Safety inspections
(day before holiday)
BERI —RBITNLE2RYE

Disinfection of carpets
(at least once a month)

EL—EA XN BES

Education through bulletins and
warning posters
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B.3. Development and Training B.3. B & KIEI

The Group has formulated a set of internal regulations AEEERTF-—ERNBRERKE A
and policies such as ‘Staff Training Regulations’ for MIEIEIEERME]  UNEE T
strengthening the working skills and knowledge of TERERESEMHBKT KEBEE
its employees. A complete training package has been FIENBEIRET TBONEIRE K
provided to all new hires, which covers the History of FREAFREL RAUAEERE X%
Company, Corporate Governance Structure, Corporate XL EBRENMEERGF -HNEE
Culture, Business Processes, and Management System. T AEBEBRECEFTKMETIHEA
As for experienced employees, profession-oriented HIRHEENRRE - BRTRBEANE
courses are offered according to the corporate demands I AEBESOBRMEEIHAAER
and employees’ expectations. Through different types AN EENHFRTKAELE

of trainings, the Group strives to make sure that all
employees are equipped with sufficient professional
knowledge to complete their daily tasks.

Training
%3
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B.4.

To further enhance the professional skills of its employees
and meet the needs of the Group’s development goal,
signing up for professional qualification examinations
and external trainings is greatly encouraged. Employees
who take the professional qualification examinations
and obtain vocational qualification certificates could
receive a reimbursement from the Group. Meanwhile,
the Group also invites external organisations and experts
to give relevant trainings to its employees on a regular
basis. In FY2017/2018, the Group arranged a multitude
of trainings, including Emergency management and
Occupational health and safety. The total time each
employee spent on training was recorded to be 3.5 - 4
hours on average during the year under review.

Labour Standards

The Group abides by the Employment Ordinance (Cap. 57
of the Laws of Hong Kong), Labour Law of the People’s
Republic of China and other related labour laws and
regulations in Hong Kong and the PRC to prohibit any
child and forced labour employment. To combat against
illegal employment on child labour, underage workers and
forced labour, the Group’s human resources staff requires
all job applicants to provide valid identity documents
to ensure that they are lawfully employable prior to
confirmation of any employment. The Human Resources
Department is also responsible to monitor and guarantee
the compliance of corporate policies and practice with
latest laws that prohibit child labour and forced labour.
Once the Group found any case against labour standards,
the employment will be immediately terminated.

In FY2017/2018, the Group was not in violation of
any relevant laws and regulations, in relation to the
prevention of child and forced labour that have a
significant impact on the Group.

B.4.
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OPERATING PRACTICES
B.5. Supply Chain Management

As a socially responsible enterprise, it is crucial for
the Group to maintain and manage a sustainable and
reliable supply chain that brings positive impact to the
environment and society. The Group monitors the quality
of its suppliers and their supply chain practice on a
continuous basis.

The Group has formulated its internal ‘Supplier Management
Procedures’ to manage and evaluate the performance of
its suppliers. To enhance the effectiveness and efficiency
of procurement, the Group performs site inspection to
assess the background of the eligible tenderers based on
factors including suppliers’ reputation, service/product
quality, environmental management qualification and
certification, cost, production and technical capacity,
business track record for past 3 years, economic disputes
history with the Group, and regulation compliance.
To stabilise the supply chain and avoid the monopoly
of supply, the Group generally maintains at least one
to three qualified suppliers for each material. Since
the Group has a great number of suppliers for each
subsidiary under different business segments, it would
be mind-bogglingly verbose to list all in the report. Thus,
a distribution pattern of suppliers for one subsidiary is
presented below as an example.

ol

“LEED
B.5. R E R

ER—REEHLERERNDE B
MERE— R FEMA SER s I
RBEENMESREGRTEYAEE T
NER-AEEREEEHERNER
Ko B g pE g2 AE -

AEECREN [HEEREF] AE
ERFHEEHEHNRR - RESKE
MABRMEMBE  AEEREHRERD
BE RE/EREE REETEER
R~ B~ EEMEIEE ) BE=
FORBLE BRENEEUNESL
REEARUEERE ETRERE
NHEEREBRIBEANES - REFX—E
T2 7E O £ FE SR 38 S PR BE B - NERE
—RELABBRMHRSHEE E=4
BERHER BRAKEETRES
RBTHEEFRARABERSOHMHER
EHREP——JRE+OTR ALt
AREB U —EFREHHEFHN D MAE
AP AT

Number of suppliers by geographical region for
'Guangdong Golden Leaf Technology Development Co., Ltd'
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The Group commits to control the social and
environmental risks that might be brought from its
suppliers according to ISO 9001 and therefore has
formulated its internal supplier management policies by
classifying the suppliers into different groups, in order
to implement differentiated management strategies
towards its suppliers. Co-operation surveys are conducted
regularly to minimise the potential risks and addressing
any problem that may come along. Given the solid and
steady relationships it has with its suppliers, the Group
has not experienced any material delays, conflict or other
significant issues with its suppliers in the past years. The
Group believes that a mutual understanding and sense of
responsibility towards each other is vital to maintaining
a sustainable and sound relationship with selected
suppliers.

To better reflect the specific management approach of the
Group, here is the performance of each business segment
in terms of their supply chain control and implementation
of relevant policies.

Flavours and Fragrances business

The Flavours and Fragrances business segment includes
research and development, production and sale of
flavours and fragrances products. The Group adheres
to "YC/T164-2012 Tobacco Flavours Standard’ in its raw
material procurement. To better execute the practice
regulated by the national tobacco flavours standard and
to eradicate negative environmental and social impacts
of the entire supply chain, the Group has established
its 'Quality, Environment and Occupational Safety
Management System’ and formulated specific internal
supplier management policies, including ‘External
Supplier Control Procedure’ and ‘Product Inspection and
Test Control Procedure’.
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During the selection of new raw materials suppliers,
the Group conducts a comprehensive and thorough
investigation on the stability and efficiency of potential
suppliers. Notably, ‘Raw Materials Information
Questionnaire’ is adopted and sent to candidate suppliers
by the Group to support the investigation process, which
covers the normal delivery period, emergency period,
minimum delivery volume, investment size, and number
of employees. Furthermore, the Group demands suppliers
to submit a handful of documents to QC (Quality Control)
department, including Specifications, Business License,
Tax Registration Certificate, Organization Code Certificate,
Food Production License, Certificate of Analysis and so on.
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Apart from the common practice in supply chain
management, such as the requirement of relevant
certificates from suppliers, assessment on suppliers’
background, and suppliers’ implementation of complete
Quality Management System, the Group also requires
the QC department to report the detail of unqualified
materials to procurement department in time by adopting
‘Procurement Statistical List’ to record issues and follow
up the corrective actions based on the ‘Development
and Evaluation Management Regulation of Production
Material Suppliers of Huabao Flavours & Fragrances
Co., Ltd". Besides, according to 'Production Materials
Procurement Management Regulation of Huabao Flavour
& Fragrances Co., Ltd’, a distinct strategy towards
different suppliers is another highlight reflecting the high
effectiveness and pertinency that the Group seeks to
manage the supply chain. For instance, the procurement
department assesses the qualified supplier for material A
once a year and fills out the ‘Supplier Written Assessment
Form’. With respect to onsite evaluation, the QC
department should conduct field evaluations for at least
twice a year on the supplier for material A, with whom
the Group has purchased materials normally worth over 1
million Yuan.
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Tobacco Raw Materials business

The Tobacco Raw Materials business segment of the
Group includes research and development, production
and sale of paper-making reconstituted tobacco
leaves and new materials products that are innovative,
functional and applicable to tobacco industry. Cigarette
capsule is one of the major products of this business
segment. To make sure that the quality of all raw
materials meet industry standards, the Group necessitates
that suppliers must possess relevant online trading
qualifications certified by State Tobacco Monopoly
Administration and Tobacco Monopoly license.

The Group adheres to the 'Q, C, D, S’ principle when
managing the whole supply chain, which represents
quality, cost, delivery and service respectively, and has
formulated a series of internal policies for a sound
supplier management process. Specifically, the corporate
policies and relevant documents include the ‘External
Supplier Evaluation and Control Procedure’, the
‘Regulation of Procurement Method’, the ‘Evaluation
Sheet of External Suppliers’, and the ‘Procurement
Management System of Production Materials in
Huabao International Holdings Limited’. The corporate
policies regulate, for instance, that inspections must
be conducted in different stages at regular intervals by
the Group, including Incoming Quality Control (IQC)
and Input Process Quality Control (IPQC). An incentive
mechanism has been well established by the Group
to encourage suppliers to better comply with relevant
regulations and meet the Group's expectations in order to
minimise the environmental and social risks on the supply
chain.
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According to both regulatory and corporate requirements, BB ERERAMR AN ESR NEBD
the Group has implemented investigations on suppliers, HEEmETHES  HRMEETT
evaluations on raw materials, negotiations of business, o FAREBHRH ETERETUAR
real-time audit, and update of market information, in BHMBEE  UEE RO HERES Y
order to minimise the pernicious social and environmental HENRENEETE -flm £&12
impact during the supply chain management. For R SR REBERAIER:

example, in choosing its raw material suppliers, the Group
especially requires:

. Certain products from suppliers must be in . HEFMW LI ERPVERE R
compliance with Good Manufacturing Practice EZEIRE (GMP) Y ESK

(GMP) requirements;

e The suppliers should be certified or aligned with . HEFNEESHEEEEREER
relevant quality management system (QMS); (QMS ) B 75 3l B B AR #F — B
e The suppliers must be legal general taxpayers. . HIEE VAR EEN —RATIA
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Aroma Raw Materials business

Aroma Raw Materials business segment includes
research and development, manufacture and sale of
aroma raw materials products that are extracted from
natural materials or generated from chemical process.
The selection of suppliers in this business segment is
based on a number of factors. Specifically, a complete
series of approval procedures for production, business
license, and production license are what the Group will
look through in the first place. Additionally, the Group
assesses the equipment and competency of suppliers for
specific items. Price, location, supply stability, and Quality
Assurance System (QAS) of the suppliers will then be
compared with their peers. The Group always pays great
attention to the environmental and social risks during
the selection of suppliers and endeavours to take into
consideration plenty of sustainability factors in order to
choose the best business partner.

The Group considers the result of incoming quality
control as one of the most essential factors to evaluate
the performance of its suppliers. Therefore, the Group
has formulated ‘Inspection and Test Control Procedures’
to regulate the checking process. Once any defect on
the raw materials was found during inspection and
production process, the production safety department
will report to QC and procurement department timely,
which will accordingly record the issue on the ‘Supplier
Evaluation Report’. The Group conducts an evaluation
on all suppliers from the Qualified Supplier List in terms
of their performance throughout the year. Suppliers that
have been found unqualified for over three times will be
disqualified and removed from the list permanently.
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B.6. Product Responsibility

With regard to the Group’s health and safety, advertising,
labelling and privacy matters of its products and services,
the Group is in compliance with the relevant rules,
regulations and standards in the PRC and Hong Kong,
including:

o Product Quality Law of the People’s Republic of
China;

o Food Safety Law of the People’s Republic of China;

o Production Safety Law of the People’s Republic of
China;

o Standardization Law of the People’s Republic of
China;

o Patent Law of the People’s Republic of China;

o Trademark Law of the People’s Republic of China;

o Law on Protection of Consumer Rights and Interests
of the People’s Republic of China;

o Tort Liability Law of the People’ s Republic of China;
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Advertising Law of the People’s Republic of China;

Measures for the Management of Food Production
License;

Measures for the Administration of Food Recalls;

National food safety standard for uses of food
additives (GB 2760-2014);

Administrative Measures for Food Safety National
Standards;

General standard for the labelling of pre-packaged
foods (GB 7718-2011);

Personal Data (Privacy) Ordinance (Cap. 486 of the
Laws of Hong Kong);

Consumer Council Ordinance (Cap. 216 of the Laws
of Hong Kong);

Trade Marks Ordinance (Cap. 559 of the Laws of
Hong Kong); and

Patents Ordinance (Cap. 514 of the Laws of Hong
Kong).
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Product responsibility has always been a major concern
for the Group. To implement various measures to make
high quality products and deliver top-notch services that
satisfy customers’ needs from diverse perspectives, the
Group insists to embed 10 principles into its development
strategy, which are listed below:

Quality
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BREHM Productivity
EED

Humanism
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Environmental
protection
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Based on relevant international and national standards,
such as GB/T 19001-2016 'Quality management systems
— Requirements’, GB/T 24001-2015 ‘Environmental
management systems — Requirements with guidance for
use’, GB/T 28001-2011 ‘Occupational health and safety
management systems — Requirements’, the Group acts
in accordance with its ‘Management Manual of Product
Quality and Occupational Health’ to maintain a sound
working environment and deliver reliable products.
Also, the 'Operating Standard of Product Inspection’
provides specific details and guidance to staffs who
are responsible for ensuring product quality. Once any
unqualified product is discovered, the QC department will
lead the investigation and address the problem as soon as
possible on the basis of the ‘Control Procedure of Non-
conforming Products’. Moreover, the Group sticks to Food
Safety Management standard (ISO22000) and has set up
its internal management system regarding food safety,
such as 'Food Safety Validation and Control Procedures’,
to standardise its safe production and accelerate the
implementation of contingency plans for safety accidents.

The marketing service centre is normally responsible
for the collection of customers’ complaints and values
their feedback. Once any complaint is received, the QC
department will conduct investigation and verification
immediately. The substantiated complaints are then dealt
with effectively and relevant staffs will be disciplined
financially if necessary. The responsible departments
should take corrective actions according to the ‘Corrective
and Preventive Action Procedures’ issued by QC
department and keep reporting its real-time improved
effect. To better handle the complaints from customers,
the Group has established ‘Customer Complaint Form’
to record all substantiated complaints in detail for future
reference.
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To further protect the safety and health of customers,
the Group has established its internal ‘Product Recall
Control Procedures’, regulating that once any safety
problems of the products are received, possible risks to
customers’ health are discovered, or any non-compliance
with relevant standards is found, the Group must report
to certain governmental department within 24 hours and
formulate recall plan immediately. The defective products
that have been recalled should be recorded and destroyed
if necessary. When necessary, a visit to customers
needs to be paid to resolve the problem, including the

RE—TREEFPNREREE &%
BRETAMEREQZEHIERF]

YHRE-BRRENERERT 2HHE
B AREHEF R AR  HEE
BEATTAABRENER ~AEHE
WA 24/ A AR BT BPPIR  -
W ENHIE A LGS - A LR - ERDER
WK E A [ B BREEHE G o R
SEKEEFERBFDE P KEIRA
MRS BREE BENMENARE
BE K

specific plan for return of goods, exchange goods and
compensation.
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The Group has issued internal guidelines such as
Label Management Policy to ensure the compliance
of its product labels with ‘Administrative Provisions
on Food Labelling’ and other relevant regulations.
For advertisement policy, any misrepresentation or
exaggeration advertising is strictly prohibited. The legal
department of the Group reviews the sales and marketing
materials in advance to prevent any violations during its
advertising practices.
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The Group has been dedicated to protecting and
enforcing its intellectual property rights (IPR) which is
crucial to its sustainable business growth in the industry.
During the year under review, the Group has successfully
applied for numerous patents and many subsidiaries have
achieved awards in scientific research and technology
innovation, such as ‘Technical Centre of Recognised
Enterprise by Jiangsu Province’. Therefore, to make
sure that the corporate intellectual property rights are
protected, not only has the Group adhered to 'Enterprise
Intellectual Property Management Standard (GB/T 29490-
2013)’, but an internal policy called ‘Intellectual Property
Rights Management System’ has also been formulated,
which provides comprehensive approach and knowledge
about trademark management, proprietary technology
management, business secret management and other
information related with intellectual property rights.
The Group actively prevents infringement of IPR and
signs the confidential agreement and non-competition
agreement with relevant employees who are obliged to
keep trade secrets. The Group will affix legal liability of
relevant staffs who have violated associated regulations
of corporate intellectual property rights. The Tobacco Raw
Materials business segment, for instance, has cooperated
with an external law firm in Beijing that specialises in
patent issues, so as to better verify any possible violation
act of its intellectual property rights and take immediate
steps to safeguard its legitimate rights and interests.

The Group abides by the laws in relation to customer
privacy, and implements internal ‘Confidential
Management and Regulations’ and ‘Provisions on the
Management of Customer Records’, to ensure that its
customers’ rights are strictly protected. Information
collected by the Group from its customers would be used
only for the purpose for which it has been collected.
During the reporting year, there were no substantiated
complaints received concerning breaches of customer
privacy and losses of customer data.

In FY2017/2018, the Group was not aware of any
violation of relevant laws and regulations regarding health
and safety, advertising, labelling and privacy matters of
its products and services that have a significant impact on
the Group.
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B.7. Anti-corruption

To maintain a fair, ethical and efficient working
environment, the Group abides by the local laws and
regulations relating to anti-corruption and bribery,
irrespective of the region where the Group operates,
including the Anti-corruption Law of the People’s
Republic of China, the Law of the People’s Republic
of China on Anti-money Laundering, the Anti-Money
Laundering and Counter-Terrorist Financing Ordinance
(Cap. 615 of the Laws of Hong Kong), and the Prevention
of Bribery Ordinance (Cap. 201 of the Laws of Hong
Kong).

The Group has formulated and strictly enforced its
anti-corruption policies as stipulated in its 'Anti-fraud
and Reporting Policy’, ‘Internal Audit Policy’ and Staff
Handbook to manage any fraudulent practices. The
Group prohibits all forms of bribery and corruption,
and requires all employees to strictly stick to the codes
of professional ethics. All employees are expected to
discharge their duties with integrity, to act fairly and
professionally, and to abstain from engaging in bribery
activities or any activities which might exploit their
positions against the Group's interests. During the
year under review, no concluded legal cases regarding
corrupt practices were brought against the Group or its
employees.

Whistle-blowers can report verbally or in writing to
the Audit Committee of the Group for any suspected
misconduct with full details and supporting evidence.
The Audit Committee will conduct investigations against
any suspicious or illegal behaviour to protect the Group's
interests. The Group promotes an effective grievance
mechanism to protect the whistle-blowers from unfair
dismissal or victimisation. Where criminality is suspected,
a report will be made promptly to the relevant regulators
or law enforcement authorities when the management
considers it necessary.

During the year under review, the Group was not aware
of any violation of relevant laws and regulations in
relation to bribery, extortion, fraud and money laundering
that have a significant impact on the Group.
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Charitable Activities

COMMUNITY H+E

B.8. Community Investment B.8. HEEHKE
As a corporate citizen, the Group realises the importance ER—EEELAR AEBERMARE
of making a positive contribution to the communities HEgemaEtRELEREEMNES
where the Group operates, and always prioritises M WIR R R ERES — G L
the interests of the communities, especially the local HESMRE WHEREETSET

employment, as one of its social responsibilities. 2
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Huabao International Holdings Limited and its
subsidiaries keep strengthening their relationships with
local government, and are deeply concerned about
social welfare. On 11th July 2017, the 'Huabao Move,
Pass on the Love’ activity was held by the Group to
make donations to underprivileged children living in
the impoverished regions of Tibet, which was given a
high appraisal by local government, media and peers.
Moreover, in FY2017/2018, the Group's employees
actively participated in the hiking activity for fundraising
which was organised by Youth Outreach in Hong Kong.
Since its inception, the Group has always cared about
the community development, national economy and
people’s livelihood. The Group believes that enterprise,
communities and social civilisation are inseparable. To
better fulfil its social responsibilities, the Group will keep
playing a positive role in the industry and push forward its
concrete efforts to pursue the harmonious and symbiotic
prosperity with communities.
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Aspects ESG Indicators Description Page
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A. Environmental B

A1: Emissions BF 4% General Disclosure  Information on: 8
— R E (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.

BHERMREREHN MKER LS BERES

BEEYNELESH:

(@) B R

(b) BFHETABEAZENMEEEEZRAONNER -
KPI' A1.1 The types of emissions and respective emission data. 10
PRERIEIEA . BERERIAEREBERER -
KPI' A1.2 Greenhouse gas emissions in total (in tonnes) and, where 10
B 4ERI51ZA1.2  appropriate, intensity (e.g. per unit of production volume,

per facility).

BERBAYENE (UEFE) R (WER)ZHE -
KPI A1.3 Total hazardous waste produced (in tonnes) and, where 10
AR ENIEIRA1.3  appropriate, intensity (e.g. per unit of production volume,

per facility).

FFEEEEEEDEE (UEFE) R (NER)RE -
KPI A1.4 Total non-hazardous waste produced (in tonnes) and, where 10
RABEAEMISIZA1.4  appropriate, intensity (e.g. per unit of production volume,

per facility).

FEFESEEYEE (B8R (MER)BE -

KPI' A1.5 Description of measures to mitigate emissions and results 12
BA5 B UIBIZA1.5  achieved
AR EHERENE B RPAERR -

KPI A1.6 Description of how hazardous and non-hazardous wastes are 13

BB WIE1EA1.6  handled, reduction initiatives and results achieved.
HEBESRESEEMNG L REEEENEBERIM
BR o
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RA SR 4B AR IZ A3

environment and natural resources and the actions taken to
manage them.
HMEBEDHEHRBERRAABERNE
B EMITE) -

FTENCKRINERA

Aspects ESG Indicators Description Page
=4 BREMIER 5 B8 '
A2: Use of Resources General Disclosure  Policies on the efficient use of resources, including energy, 20
&R A — R T water and other raw materials.
BRERER (BIEER KEEMEME) BEBUR -
KPI A2.1 Direct and/or indirect energy consumption by type (e.g. 20
BAE4E NI 12A2.1  electricity, gas or oil) in total (kWh in ‘000s) and intensity
(e.g. per unit of production volume, per facility).
RENESNEER SAHEEREEERTE -
KPI A2.2 Water consumption in total and intensity (e.g. per unit of 20
BB MIEIZA2.2  production volume, per facility).
BREKERBRE -
KPI A2.3 Description of energy use efficiency initiatives and results 21
PSS RIEIEA2.3  achieved.
H i gE IR A s mT = RIS R R
KPI A2.4 Description of whether there is any issue in sourcing water 26
RASRAEWIEIZA2.4  that is fit for purpose, water efficiency initiatives and results
achieved.
A SKEUGE A KIR A AR EE - WA BKS GRS
MET1S R -
KPI A2.5 Total packaging material used for finished products (in 29
B 4EMIEIZA2.5  tonnes) and, if applicable, with reference to per unit
produced.
B MATAREMANBEER (NER)TEEENEE-
A3: The Environment and  General Disclosure  Policies on minimising the issuer’s significant impact on the 31
Natural Resources — R E environment and natural resources.
IREBERRKAREIR WRBETAHRBERRAERENERNZEMEE -
KPI A3.1 Description of the significant impacts of activities on the 31




Aspects ESG Indicators Description Page
=g BRENER B B
B. Social #&

Employment and Labour Practices {1 R % T &R

B1: Employment General Disclosure  Information on: 34
E% —RRE (a) the policies; and

(b) compliance with relevant laws and regulations that
have a significant impact on the issuer relating
to compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, and other
benefits and welfare.

BRTMEEE HBERSHE TERHE RE TSk

% b s R A R B 58 AR 6 :

(@) HZE: R

(b) EFHBETABEAZENHBERLAONER -

B2: Health and Safety General Disclosure  Information on: 41
sy — R E (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.

FHRRMEZ2TERERREREREBENEEN:

(@ B R

(b) BFHBETAFEAZENHBEZENRBOINER -

B3: Development and General Disclosure  Policies on improving employees’ knowledge and skills for 43
Training — M= discharging duties at work. Description of training activities.
R NI EHRRAEEET ITEBRENNE RIRENHER -
LRI B -
B4: Labour Standards General Disclosure  Information on: 44
2 THR| — B FE (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.

BEAP L E TakogH %5 Tay

(@) H%: R

(b) BTFHBETABEARZENHEBEERBOIENER -
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Investment

HRIEFRE

— R

needs of the communities where the issuer operates and to

ensure its activities take into consideration the communities’
interests.

BRIAM R 2 E R E BT R FEEMBEREEBE
FEBMEFDEOBOR -

Aspects ESG Indicators Description Page
B ERERER B B
Operating Practices & E €|
B5: Supply Chain General Disclosure  Policies on managing environmental and social risks of the 45
Management — MR supply chain.
frrEEEe ERHEENRE R ERBBUE -
B6: Product General Disclosure  Information on: 52
Responsibility — MR R (@) the policies; and
Emal (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.
FHMEHESNRENERELZ S BE SHERLES
HIARERTTE
(a) HBZE: R
(b) BIFHBETAFEAZENBBERZRBROIHNER -
B7: Anti-corruption General Disclosure  Information on: 58
RES — M (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.
ERAD ILERER - B MFFROR RN
(a) HFE: R
(b) BIFHETAFEAZENHBERZRBROBNER -
Community # &
B8: Community General Disclosure  Policies on community engagement to understand the 59
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