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INTRODUCTION

Tokyo Chuo Auction Holdings Limited (referred to as the
“Group” or “"We") is a well-recognized auction house of
Chinese and Japanese artworks in Hong Kong and Japan.
The Group specializes in auctioneering a wide variety of
artworks with emphasis on Chinese and Japanese
artworks, including Chinese paintings and calligraphies,
Chinese antiques and Japanese and Chinese tea wares.
The Group is committed to building an environmentally-
friendly corporation, while maintaining high quality
standards in auction. The Group considers social and
environmental responsibilities as one of the core values in
our business operations and strives for greater
sustainability and transparency, as well as fostering a
sustainable environment for future generation.

This report summarises several subjects of the Group’s
business practices for the Environmental, Social, and
Governance (referred to as the “ESG") report (referred to
as the “Report”) and its relevant implemented policies and
strategies in relation to the Group’s operational practices
and environmental protection.

The Report covers the period from 1 April 2018 to
31 March 2019 (the “Reporting Period” or the
“FY2019").

REPORTING FRAMEWORK

The Report has been prepared with reference to the ESG
Reporting Guide set out in Appendix 27 to the Main
Board Listing Rules of The Stock Exchange of Hong Kong
Limited (the “SEHK").
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REPORTING SCOPE

The General Disclosure of the environmental and social
policies and measures in this Report and the compliance
issues cover the entire group, and the disclosure scope of
the Environmental Key Performance Indicators (referred to
as the “KPI”) section of the Report covers the Group's
headquarter in Hong Kong and its operation sites in
Japan. The impacts from its office in the People’s Republic
of China (referred to as the “PRC"”) and Taiwan are
minimal, so this report does not include the details of the
environmental issue brought by the operation from the
PRC and Taiwan.

The Group’s auction management represents the majority
of the Group’s environmental and social impacts. Thus,
the content of this ESG Report focus mainly on the
impacts brought by storing and maintaining the auction
lots and other externality induced throughout the
marketing process.

COMMENTS AND FEEDBACK

The progress of the Group depends in part on
stakeholders’ valuable comments. For any doubts about or
advice as regards this ESG Report, please forward your
comments and suggestions to info@chuo-auction.com.hk.
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STAKEHOLDER ENGAGEMENT

The Group believes that understanding the views of the
stakeholders lays a solid foundation to the long-term
growth and success of the Group. The Group has a wide
network of stakeholders, including investors, employees,
sellers and business partners, community, government and
customers.

Investors 1% & % ,
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The Group develops multiple channels to the stakeholders
which summarised in the following table which provide
them with the opportunities to express their views on the
Group's sustainability performance and future strategies.
To reinforce mutual trust and respect, the Group is
committed to maintaining endure communication
channels, both formally and informally, with stakeholders
to enable the Group to better shape its business
strategies in order to respond to their needs and
expectations, anticipate risks and strengthen key
relationships. The information collected through different
communication processes serves as an underlying basis for
the structure of this ESG Report.

AEEDRI NRABENZ @R HE
RE MABRERAEENAHEER
REDARKRIBERER - SINR UL
EEREHEENEE AEEHHAE
SR %1%%¢¢1Z“E‘JET&§EET%L
B EARERERESE ARG X R
DA@J@?&%E@m%&Eﬁ%*?ﬁéﬂﬂﬁﬁ&
hNcR A R R - BB T RIEE BT
’iﬁﬁﬁﬂ$ﬁﬁi$%iﬁ~?~i§&%ﬁ$&%
REBEERE o



Environmental, Social and Governance Report
B B REARE

Possible concerned issues

o feRA X B IR

Stakeholder Groups

Engagement channels

frin &4 Bl 2mRE

Investors General meetings Business strategies and sustainability

Regular corporate publications Financial performance
including financial reports Corporate governance
Circulars and announcements
Corporate website
Direct communication
Meetings and responses to phone
and written enquiries

BraEE REXE BRI LA AN
EHARTY  BREMBE®RE I RE
B R AE BEER
NI
HEBB
ERLDEEFELRETEH

Customers Direct communication Service quality and reliability
Emails Client information security
Business meetings Business ethics

TR HEBR R E & KA st
CoE ERFEMTEM
EREAE FEBE

Employees Appraisals Training and development
On-the-job coaching Employee remuneration
Trainings Rights and benefits
Internal memorandum Working hours
Human resources manual Occupational health and safety
Exit interview Equal opportunities
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Stakeholder Groups

Frin & 4B

Engagement channels
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Possible concerned issues
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Suppliers and business
partners

HEEmREBBHE

Government and other
regulatory authorities

B FF B H b B 44

Local community

XinitE

Business meetings
Tendering for procurement of
products or services

R
FLEREE E o R AR

Statutory filings and notification
Regulatory or voluntary disclosures

VA TE 17 18 M R A
EEXNEREEE

Community activities
Donations

i BB
25

Fair competition
Fulfillment of promises
Payment schedule
NFHF

1T
BEIEES

Compliance with law and
regulations

Treatment of inside information

Co-operation with enquiries
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Environmental protection
Fair employment opportunities
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6. MATERIALITY ASSESSMENT 6. EEMFM
The Group has maintained close communication with the BEASEERNEBEBBIMEMUR  AE
stakeholders since the Group listed in Hong Kong Stock B-BEHEFOHERFEYVERE -BBE
Exchange. Through ongoing discussions and direct BHBHEETIRREEER &
communications with the stakeholders, the Group ErEBERNESRAREZENETEME
understands the main concerns and material issues that MEREHE ZETEMEREREFEH
matter most to the stakeholders. The main concerns and o

material issues are listed below:

ESG aspects as set out in ESG Reporting Guide Material ESG issues for the Group

RE HEREORGESIHIZRE HERELRE FREZEXRE HERELEH

A. Environmental AT Emissions 1. Air Emission
IR 2 37¢/ & R
2. Greenhouse Gas Emission
= R HE

3. Waste Management

BEEYER
A2 Use of Resources 4. Energy Consumption
BREA BEIRH B

5. Water Consumption
IKEJRHFE

6. Paper consumption

Ao OH 7%
A3 The Environment and Natural 7. Environmental Risk Management
Resources RIEE MR E R
RERAXARENT
Social B1 Employment 8. Human Resources Practices
HE E1E AN EIRE Bl
9. Employment and Remuneration
Policies
12 158 & 37 B B 3R
10. Equal Opportunity
TEHRE
B2 Health and Safety 11. Employees’ Health and Workplace
BERZZE Safety
BERELRIESHZE
B3 Development and Training 12. Employee Development
& ERIE BEEE
B4 Labour Standards 13. Anti-Child and Forced Labor
L TR Bilb&E T K&kl T

TOKYO CHUO AUCTION HOLDINGS LIMITED
ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2019



ESG aspects as set out in ESG Reporting Guide
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Material ESG issues for the Group
AREZEXRE HEREAER

B5 Supply Chain Management
HEZE T

B6 Product Responsibility
Ein &

B7 Anti-corruption
KRES

B8 Community Investment

7 R E

14. Supplier Practices
HEBER

15. Product quality and Customers
Satisfaction
EmBEERBEEMEE

16. Protection of Customers Privacy
VRN

17. Anti-corruption and Anti-money
Laundering
k&R RREE

18. Community Investment

R E

Pursuant to environmental and social issues based on the
ESG Reporting Guide within the scope of sustainability,
the information collected from the stakeholders and the
assessments of their importance on business, the Group
built a two-dimensional materiality matrix and identified
the following issues that are in high priority to the
stakeholders and the Group. The priorities are set based
on the management’'s view as well as stakeholders’
feedback.
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Number Topics

4 5 £

2 Greenhouse Gas Emission
0= R 88

4 Energy Consumption
B IR H 7%

5 Water Consumption
KE R E

7 Environment Risk Management
RIEREREE

9 Employment and Remuneration Policies
12 18 & 7 B B 56

10 Equal Opportunity
TEH#E

11 Employees’ Health and Workplace Safety
BRERERISMEZE

13 Anti-Child and Forced Labor

BilbE T Ro&Hles T

These areas will become the leading priorities in the ESG
strategy. We believe that they will contribute significantly
to the Group's sustainable development on the long term
basis.

APPROACH TO SUSTAINABILITY
DEVELOPMENT

As a responsible company, the Group continues to step up
for sustainability measures as a corporate responsibility as
well as meeting the customers’ standards. To make the
Group's investors and stakeholders properly informed for
assessment, the Group has set out below its efforts to
minimise the negative influence to the environment,
promote the well-being of the Group’s employees and
contribute to the community during the Reporting Period.
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ENVIRONMENTAL RESPONSIBILITY

The Group is committed to environmental sustainability by
seeking for solutions to minimise the environmental
impact of its operations, with a particular focus on
reduction of greenhouse gas emissions and preservation
of resources. The Group sets out a number of policies and
guidelines for impact management and environmental
awareness. The group invites all staff members to involve
in fund raising activities for environmental protection
charities and other related community activities through
various channels, including emails, notices and promotion
slogans. The Group strives to fulfill sustainable
development and to promote preservation of resources
with its environmental responsibility.

During the Reporting Period, the Group did not aware of
any material non-compliance with the relevant laws and
regulations that have significant impact on the Group
related to air and greenhouse gas (“GHG") emissions,
discharges into water and land, generation of hazardous
and non-hazardous waste during the Reporting Period.

Aspect A1: Emissions

The Group’s electricity consumption accounts for a major
part in the GHG emission, thus various energy saving
measures have been undertaken to improve energy
efficiency and reduce energy consumption of the Group's
operations.

The Group strives to work in strict compliance with
environmental regulations and has complied with all
appropriate laws and regulations in Hong Kong and
Japan. Since the Group is a service provider company that
does not involve any manufacturing process, the Group
does not have any gaseous fuel consumption nor generate
any significant hazardous waste in the Reporting Period.

Air Emission

The Group strives to improve the air quality at the
roadside and improve traffic flow problem. Furthermore,
the Group encourages its employees to use public
transportation instead of private vehicles in favor of
emitting less pollution.
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The key air pollutants generated from the Group’s use of
vehicles are 0.1kg of Sulphur Oxides (SO), 5.0kg of
Nitrogen Oxide (NO)), and 0.4kg of Particulate Matter
(PM).

Greenhouse Gas Emission

The Group’s main business carbon footprint are the GHG
emission generated from vehicles, use of electricity, such
as lighting system, air-conditioning, computers, printers
and other office equipment, business travels as well as
paper waste.

The following represents the Group's GHG emission in FY
2019:

Emission Sources

Environmental, Social and Governance Report
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2019
CO_e Emission
(in tonnes)

Total Emission
(in percentage)

—B-hAEFEZZE

tHREEHHRE
(LAWEET)

BHBE
(B9 Eest)

Scope 1 Direct Emission HE—EHEHER
Vehicles BiH 22.68 10.73%
Scope 2 Indirect Emission SE—EEHER
Purchased Electricity BE 116.39 55.06%
Scope 3 Other Indirect HE=HbEEHER

Emission
Business Travel g 72.24 34.18%
Paper Waste KRR B 0.06 0.03%
Total @st 211.37 100%
Emission Intensity Unit Intensity
BEmSE = B i 3
Total CO,e Emission per employee tonnes/employee 5.71
BEEEZ_RILMESLYNE Wi, 1E 8
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During the Reporting Period, the Group had a total of 37
employees, who generated 211.37 tonnes of carbon
dioxide equivalent emission (mainly carbon dioxide,
methane and nitrous oxide) from its operation. The annual
emission intensity is 5.71 tCO,e per employee.

The Group's employees in all levels are regularly being
encouraged to create a more sustainable workplace
through emails, notices and promotion slogans. All
departments are required to follow the internal
environmental management system strictly to ensure its
compliance with laws and regulations.

During the Reporting Period, the Group has not identified
any non-compliance with environmental laws and
regulations.

Hazardous Waste

In the course of operation, the Group does not generate
any significant hazardous waste. During the Reporting
Period, the Group has encouraged employees to use
reusable cups and kitchenware, and it has been
purchasing eco-friendly office supplies and reusing the
plastic bags that were donated by employees for trash
cans. The Group has also established clear procedures for
disposal and management of office garbage and
recyclable resources by allocating recycle bins in the
offices.

Non-Hazardous Waste

Non-hazardous waste produced from operation mainly
comprises of waste from household and office activities,
which include paper, glass and food waste. Measures to
minimise the use of paper and management on waste
disposal are discussed below under Aspect A2 and A3 of
the ESG Reporting Guide. As the daily glass and food
waste produced in office are minimal, no specific
measurement was made. During the Reporting Period, the
Group’s non-hazardous waste is handled by well
recognised property management company.
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Aspect A2: Use of Resources
The Group's total energy consumption during FY2019 was
as follows:

Type of Energy

Environmental, Social and Governance Report
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Bm A2: ERER
REBR -_Z-NUBREEZERERE
wEHHMT

Average Monthly

Total Consumption per
Consumption Employee
BEEEZ

HREEE A HEE

Electricity N

157,541.30 kWhT F B 354.82 kWhT F B

The offices in Hong Kong and Japan operate in a leased
premise for which both the supply and discharge of water
are solely controlled by the building management of the
leased premises. Therefore, the provisions of water
withdrawal and discharge data or sub-meter are not
available for disclosure.

The Group has established clear regulations on resources
consumption in business operation to ensure effective use
of resources. It also adopts various measures to reduce
electricity and water consumption, including promotion of
energy saving as well as recycling and reusing resources
from daily operation and working environment, so as to
minimise the negative environmental impact.

Aspect A3: The Environment and Natural Resources
Electricity

The Group generated GHG indirectly by electricity
consumption on daily operation in office and
transportation for auction lots. The Group has committed
to minimising its energy usage. The commitments are
driven by its energy saving intuition. The Group has
implemented a number of measurements at the
workplace which were followed by all employees of all
levels:

o incorporate environmental friendly reminders and
labels across the office;

o deploy natural light as much as possible;

o install energy saving light bulbs and LED lights across
all the offices;
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° turn off the machineries, lights and air conditioners
when leaving the site;

o power saving modes are enabled to all electronic
equipment and computers;

o turn off the monitors instead of using power saving
mode when leaving the site;

° air-conditioners temperature is set to an energy-
efficient level of 24-26T ; and

o continually upgrade the computer equipment, servers,
and monitors to energy efficient models.

Water Conservation and Use of Packaging Materials
Since the Group is a service provider company, toilet
flushing, washing and pantry uses are the water
consumptions of the Group. The Group has consumed
3,285 cubic meters of water in FY2019.

The Group is committed to managing water usage across
the offices, and implemented the following policies to
minimise water consumption during the Reporting Period:

o collect rainwater for watering plants when possible;

o make use of dual-flush toilet to save water,

o adopt water conservation production to improve
water use efficiency;

o check the hoses and pipes for leaks, cracks, and other
damages regularly and repair ~ them in a timely
manner; and

o give priority to effective water-saving products in
purchase decision.

The Group’s business does not involve high water
consumption and its principal office operates in leased
premises for which both the water supply and discharge
are solely controlled by the building management of the
leased premises. the provisions of water
withdrawal and discharge data or sub-meter are not
available for disclosure.

Therefore,

In addition, due to the nature of the Group’s business,
the Group does not manufacture physical products for sale
and packaging materials for auction products are
negligible. Therefore, this disclosure is not applicable to
the Group.
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Paper Reduction

Consumption of paper significantly creates negative
impact to the environment. Voluminous paper
consumption leads to deforestation. With an aim of
minimising the impact of the Group’s business operation
to the environment, the Group implements measures for
environmental protection that minimise its paper usage at
offices. During FY2019, the Group has imposed eco
printing modes for all employees, adopts an electronic
system for filing, documentation, and encourages
employees to make double sided copies when possible.
The Group also encourages its employees to use electronic
communications for directories, forms, reports and storage
when possible. Furthermore, the Group recycles most of
the used paper, carton box and envelope, including all
non confidential documents. The Group has replaced all
disposable cups and wooden stirrers in the pantry with
durable ones, such as ceramic cups and stainless steel
spoons. During the Reporting Period, the Group’s total
paper consumption is 13.26 kg and its intensity is 0.36 kg
per employee.

Waste Management

The wastes produced by the Group are mainly generated
in the daily life and by the operation of the office,
including paper, plastic, glass, and kitchen waste. The
Group has designated an administrative employee to
manage and transport the wastes and recyclable materials
for both garbage and recycled waste pick-ups.

The duties of administrative employee include but not
limited to the following:

o organise and maintain the garbage and recycled
waste holding areas;

o place appropriate signage on walls and bins as
guidance;

o collect all used ink-jet cartridges for recycling; and

o sort recycled wastes into appropriate containers and
inform the employees on sortingmethods if needed.
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In addition to the duties of administrative employee, all
the employees are also encouraged to maximise the
lifespan of office stationary, such as reuse the pen shafts
by using refill.

SOCIAL RESPONSIBILITY

The Group believes building and maintaining a strong,
reliable and long lasting relationship with its employees
and customers is essential for its on-going business.
Besides, maintaining an honest and authentic dialogue is
indispensable as a responsible organisation and partner to
the stakeholders.

Aspect B1: Employment

The Group’s remuneration packages are generally
structured with reference to market terms and individual
merits. The employees of the Group are remunerated at a
competitive level and are rewarded according to their
qualifications, work performance and experience. The
promotion and remuneration of the Group’'s employees
are subject to review yearly. The Group operates a
defined contribution retirement benefits scheme under the
Mandatory Provident Fund Schemes Ordinance for all the
employees in Hong Kong. Contributions are made based
on a percentage of the employees’ base salaries. The
Group also made contributions to provident funds, elderly
insurance, medical insurance, unemployment insurance
and work-related injury insurance in accordance with
applicable laws and regulations in Japan. Furthermore,
employees are entitled to travel allowances, “thirteenth
month” bonus, five-day workweek arrangement and
various types of paid leave. The Group has adopted share
option scheme as a reward to eligible high-caliber
employees and to attract similar high quality personnel
that are valuable to the Group. Details are set out in the
staff handbook of the Group (the “Employment
Handbook”) to ensure information transparency on the
employees’ responsibilities and rights.
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The Group’s policies and procedures written in the
Employment Handbook are reviewed and updated
regularly. The Group discourages and disallows any
behavior that violates the regulations under the
Employment Handbook. Offenders will receive warnings
and the Group has the right to terminate employment
contract with offenders for any serious violations. The
Group strives to retain the best employees at work, and
have continued to monitor staff turnover with a view to
identify and manage problems in the termination process.
In regards to employee’s holiday, if it falls on a statutory
holiday, compensatory time off will be offered. Manager
may request employee to work on his/her holiday, and the
employee has the right to reject such request. However, if
the employee agrees to come to work, his/her holiday can
be rescheduled before the holiday has taken.

Remuneration Policies

The Group continually takes positive action to ensure
equal opportunity in the conduct of employment activities:
recruitment, hiring, compensation, training and promotion
for all staff, regardless of race, color ancestry, national
origin, religion, sex, marital status, age, sexual orientation,
disability or veteran status. The Group has established and
implemented policies that promote a harmony and
respectful workplace. The Employment Handbook has
outlined the terms and conditions of employment,
expectation for employees’ code of conducts and
behaviors, and employees’ rights and benefits. With an
aim of ensuring fair and equal protection for all
employees, the Group has zero tolerance on sexual
harassment or abuse in the workplace in any form.

The head of each department conducts a comprehensive
recruitment review process to ensure that the data
provided by the candidates are accurate. The Group’s
recruitment and promotion process are carried out in a
fair and open manner for all employees; employees are
recognised and rewarded by their contribution, work
performance and skills, and outcomes will not be affected
by any discrimination factors. The Group strictly prohibits
the employment of children or forced labour and sets out
the policies in the labour code to eradicate child labour,
juvenile workers and forced labour.
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During the Reporting Period, the Group does not aware of
any material non-compliance with the relevant laws and
regulations that have significant impact on the Group
relating to compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination and other
benefits and welfare.

Total Workforce by Gender and Age Group

During the Reporting Period, the Company has a total of
37 employees which are located in Hong Kong and Japan.
Most employees are female, accounted for 57% and most
employees of the Company are aged 30 to 39. The
Company has a diverse workforce in terms of gender and
age, generating creative opinions and different level of
capabilities. The following charts set forth the staff
breakdown in FY2019:

18

Workforce By Gender
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Aspect B2: Health and Safety

The Group prides itself on providing a safe, effective and
congenial work environment as the Group believes its
employees are the most valuable assets of an enterprise
and regards human resources as its corporate wealth. The
Group focus our efforts on maintaining and improving a
proper work environment in accordance with laws and
regulations, so that employees can work in a safe and
healthy environment.

The Group’s management team is responsible for
identifying any actual and potential hazards and risks to
each individual and work towards a safe and hygienic
and to ensure that our work
line with or higher than the
requirements of relevant laws and regulations.

work environment,
environment is in
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The Group’s office has incorporated no smoking policy,
employee will be disciplined if any violation of policy is
found; rescue, fire and evacuation drills have been
organised periodically to improve employees’ safety
awareness; all employees are expected to comply with the
policies and procedures, and cooperate in all safety
trainings. In addition, an online message group has been
set up for employees to foster employees’ communication
and exchange of ideas that allow employees to maintain a
good relationship outside of work.

For the sake of safety and being environmental friendly
for the operation process, the Group complies with Labor
Standards Act which provides a safety and sanitation
workplace, hold valid work safety licenses for outdoor
authentication works and be responsible for accident
prevention in office.

During the Reporting Period, the Group did not find any
case of violations of laws and regulations in relation to
the health and safety of the workplace, and neither work-
related fatalities nor work injury was notified.

Aspect B3: Development and Training

The Group regards its staff as an important asset and
resource of the Group as they are the main drivers
toward the sustainability of culture and norm. The Group
is committed to providing comprehensive on-the-job
training programs, which collectively serve as a platform
to encourage its staff to develop potential and self-
improvement.

The Group provides a clear career path and a transparent
promotion system for its employees. Furthermore, the
Group implement employee training and development
programs to enhance their skill set and to further realise
their potential.
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The internal artwork appraisal team members of the
Group are required to attend regular training sections to
obtain most up-to-date market news and the values of the
relevant artworks, as well as the knowledge on
authenticating, appraising and evaluating artworks.

The Group seeks to improve its comprehensive internal
and external staff training systems. To this end, the Group
provides promising career development opportunities
through outstanding on-the-job training with a focus on
auction operation know-how, customer service techniques,
artworks authentication and valuation abilities, through
which our employees could strengthen the quality of their
skill sets. In addition, department heads are required to
attend external trainings and participate in relevant
professional academic society activities in order to attract
more professionals in the art industry to join the Group.
Going forward, the Group would enhance its
advertisements and promotional activities in universities
and colleges in order to attract more high quality
employees. The Group believes such plans targeting the
employees can strengthen both the management and
operational teams for sustainable growth.
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The Group highly values the importance of training and
continuous development of their employees in order to
retain talents for sustainable development of our business.
It arranges newly recruited employees to attend training
held in Japan and provide regular on-job trainings to the
relevant employees on risk management and
authentication and appraisal of artworks.

The Group has anti-fraud measures in respect of the
employees including rotation of staffs, assessment of
employees against ethical or compliance standards, as well
as ethics training; the Group also provides regular training
annually and timely updates to the senior management on
the risk of anti money laundering and for any suspicious
activities.

Aspect B4: Labor Standard

The vast majority of staff employed by the Group is
located in Hong Kong and Japan. The Group has
established and implemented a staff handbook which
contains the policies relating to relevant labor laws,
regulations and industry practices, covering areas such as
compensation and dismissal, promotion, working hours,
rest periods and other benefits and welfare.

With the aim of ensuring fair and equal protection for all
employees, the prohibition of child labor, forced labor and
anti-corruption practices are also set in accordance with all
relevant laws and regulations that applied in Hong Kong
and Japan

As a responsible corporation, the Group actively searches
for opportunities to improve its relationship with the local
citizens. The Group has continued its efforts to retain its
employees, train and hire local people whenever possible
during the Reporting Period. The Group has created job
opportunities for the local community and has provided
different level of job positions from receptionist to
management level.

The Group has strictly complied with all the rules
throughout the Reporting Period and did not aware of any
significant violation of human resources related laws and
regulations.
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10.

OPERATING POLICIES

Aspect B5: Supply Chain Management

The Group established supplier management system to
ensure operations is fully complied with the laws and
regulations in relation to social and environment aspects
in the most sustainable manner. The Group’s supplier
management system is responsible for designing,
planning, implementing and controlling the marketing
activities with the goal of building a sustainable
management culture.

The Group has continued to monitor and minimise the
usage of logistic service to deliver the auction lots while
maintaining a secured transportation, which in turn lead
to less pollution and defects. To ensure the minimisation
of air pollution in the transportation process, the Group's
transportation teams use dust suppressing substances and
apply temporary cover for dust reduction during both
inbound and outbound orders.

Fair and Open Competition

The Group promotes fair and open competition that aims
to develop long-term relationships with its buyers and
suppliers based on mutual trust. The Group has ensured
the fairness and transparency of the auction. For example,
the background information and facts about the auction
lots would be disclosed in details to public. The Group
implements “Know Your Client” due diligence and client
screening procedures that aim at evaluating the identity,
financial background, reputation and business activities (if
any) of a new seller and buyer. The Group requests the
seller to provide documents to prove ownership,
authenticity and value of the artwork and verify the
authenticity and origin of the relevant artwork on its
own.

For artwork auction lots with high value, a separate
written undertaking from consignor on the legality of the
required to confirm he/her unencumbered
ownership of the artwork(s) and that participation in the
auction would not constitute money laundering activities
of the consignor.

source is
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Aspect B6: Product Responsibility

Artworks are authenticated and valuated by an artwork
appraisal team consist of well recognised experts and
external artwork appraisal consultants with adequate
qualification and experience. Team based appraisals can
mitigate the risks of collusion between the seller/
consigner and the individual appraiser. The Group has a
comprehensive internal control system and policy to
authenticate and value artworks consigned to us for
auction sale and purchased by us for resale.

As the authentication and valuation of artworks mostly
rely on the subjective judgment of our management and
experts, we devote significant resources to establish a
concrete internal control and risk management systems in
artwork authentication to build up a strong management
and expert team to authenticate and value artworks. For
artworks that are consigned by the artwork artists who
produce the consigned artworks, they are not subject to
authentication by the Group’s internal artwork appraisal
team because those consignors can confirm the
authenticity of their products. The internal artwork
appraisal team will however opine on the valuation of
those artworks. Based on the internal artwork appraisal
team’s opinion on the value, the Group will discuss and
agree with such artists on the auction reserve price of
their artworks for the auction.
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With regards to the confirmation of ownership and
legality of the source, a series of due diligence on the
background of the artworks will be. Assessment reports
are produced by the appraisal team after examining the
artworks and ascertaining the provenance of the artwork
based on information from various sources collected. The
internal artwork appraisal team will consider seeking
advice and a second opinion from the external artwork
appraisal consultants on the authentication and valuation
of certain artworks proposed for auction in the event that
(i) the internal artwork appraisal team does not have
sufficient knowledge and experience on authenticating a
particular artwork, or (ii) the internal artwork appraisal
team is unable to form a conclusive conclusion on the
valuation of the artwork. Under such circumstances, a
meeting will be conducted among the internal artwork
appraisal team and the external artwork appraisal
consultants engaged for a particular artwork, during
which, the external artwork appraisal consultants will
provide comments and suggestions on the authentication
on the particular artwork and advise on the
reasonableness of the appraised value of the particular
artwork. If there is a discrepancy on the authentication
and valuation of such particular artwork between the
internal artwork appraisal team and the external artwork
appraisal consultants after a detailed discussion, such
particular artwork will not be put for auction. Otherwise,
the final valuation should be the valuation made by both
parties and agreed and confirmed by the consignor in the
signed auction consignment agreement with us for record
and further procedure.
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There is no specific industry standard on artwork
authentication and valuation. In line with the industry
practice, the authentication of the ownership and
valuation on the price of artworks largely rely on, to a
certain extent, the expertise, experience and judgment of
the experts. The following recruitment criteria have been
taken into account when determining the selection,
engagement and the reliability of the artwork appraisal
expertise: (i) years of experiences in the art industry, (ii)
familiarity with a specific category of artwork, (iii)
recognition in the relevant art industry, and (iv) academic
and professional knowledge of artworks. To employ
experts with, among other merits, high reputation and
status in the industry, the Group may sometimes look into
the associations such external experts belong to as a
reference to determine their status in the industry.

The Group requests the consignor to provide documents
to prove ownership, authenticity and value of the artwork
and verify the authenticity and origin of the relevant
artwork; making enquiry with the consignor or the seller
and conduct available public searches of the consignor’s
or the seller’s background when necessary; requesting the
consignor or the seller to provide authentication or artist
certificate or previous purchase record in auction or
private transaction, if any; conducting public searches
through the internet and from the public security and
court record, including but not limited to the “Stolen
(Lost) Cultural Relics Information Publishing Platform of
China” to retrieve any record of artworks, if any. The
Group'’s policy also requires the consignor or the seller to
give representations and warranties to the ownership and
legality of source, and such representations and warranties
are set out as an express term in the auction
consignment agreement or the sale agreement. The Group
will not accept any artwork that we know is subject to
title disputes or legal impediments.
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The Group strives to prevent infringers from imitating and
copying our intellectual properties by implementing
necessary management guidelines in protecting our and
third parties’ intellectual property rights. During FY2019,
the Group did not experience any litigation, arbitration, or
investigation in relation to any infringement of our
intellectual property rights by third parties nor our
infringement of intellectual property rights owned by
other parties, which caused material adverse effect to our
operations, and we had complied with all applicable
intellectual property laws and regulations in all material
respects. Ongoing assessment of the management
guidelines is conducted through top management reviews.

In addition, the Group is conscientious about securing
communication and data protection, and the Group
respects all individuals’ legal rights to privacy. The
employees are instructed to handle client information with
due care and access to the client information only with
good reasons. The Group collects and uses client
information in a responsible and non-discriminatory
manner, and has restricted the use of client information
for the purposes that are only in consistent with those
identified in engagement contracts. It is the Group's
policy to comply with the requirements of the Personal
Data Ordinance of Hong Kong and Act on the Protection
of Personal Information of Japan. As the Group owns
electronic artworks database and information on a large
number of buyers and sellers, regular enhancements on
the anti-virus protection system are proceeded by
information technology personnel. Upon the marketing
activities, digital catalogs are sent to potential buyers and
existing clients by individual electronic email to avoid
exposure of client information.
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Aspect B7: Anti-corruption

The Group is committed to achieving and maintaining the
highest standards of openness, probity and accountability.
Employees at all levels are expected to conduct themselves
with integrity, impartiality and honesty and to comply with
the relevant legal norms and ethical standards. It is every
employee’s responsibility to ensure that any inappropriate
behavior or organizational malpractice that compromises
the interest of the shareholders, investors, customers and
the public does not occur.

The Group requires new employee to sign an
acknowledgment form as acknowledgement and
understanding the employee handbook, the Group’s
policies and regulations, including but not limited to the
terms of confidentiality, non-compete, anti-bribery and
anti-corruption.

The Group adopts rotation of staff, assessment of
employees against ethical or compliance standards as the
anti-fraud measures in respect of employee. The Group
has no tolerance to any corruption and set whistle-
blowing policy to report any corruption. Whistle-blowers
can report verbally or in writing to the department or the
senior management of the Group with regards to any
suspected misconduct with full details and supporting
evidence.

The Group performs regular screening and monitoring
process after each auction event and conducts
investigation on situations indicating potential money-
laundry activities where,

o The number of successful deals between same buyer
and seller is more than three times;

o The transactions are always made only between
certain sellers and buyers, or between a few sellers
and buyers;

o Cumulative transactions over HK$10 million or JPY140
million in an auction event; or

o Any other suspicious transaction indicators.
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11.

Once identified, any suspicious transactions of the
respective seller or buyer will be suspended and the
business relationship with such buyer or seller may be
terminated subject to result of the investigation. During
the Reporting Period, no litigations regarding bribery have

been instituted against the Group and the staff.

Aspect B8: Community Investment

Despite the challenging market and economic conditions,
the Group is committed to contributing to socio-economic
development, community well-being and sustainability.
From time to time, the Group holds art exhibitions for
artworks of specific categories or artists to facilitate art
appreciation. Artworks exhibitions act as a platform to
pass on the commercial, historical and cultural values of a
variety of Chinese artworks to the public. During FY2019,
the Group also participated and co-organized the major
artwork exhibitions with other organizations and museums
(i.,e. "Gao Mai — Collections of Painting in Ming Dynasty
by Collectors” in April). Furthermore, the Group hosted
tea ceremonies named “One Encounter, One Chance —
The Art of Tea Ceremony” to promote the culture and
history of tea wares and the public may appreciate the
beauty to tea wares while learning the history and
knowledge of tea culture.

"

As a responsible organisation, local donation is
indispensable. Throughout the Reporting period, the
Group made a donation of HK$1,000,000 to the
Community Chest of Hong Kong and HK$500,000 to
Adream Charitable Foundation for continuous support of
services for the grassroots and the underprivileged. The
Group also encourages employees to participate charitable
events and inspire others to take part in serving the

community.

CORPORATE GOVERNANCE
All management level has the responsibilities to maintain
good corporate governance practices. Meetings are held
regularly and once the management or the staffs notice
any improvement on the corporate practices, the relevant
operating practices will be reviewed.

1.
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12. SUSTAINABILITY

30

The Group understands the importance of achieving
economic, environmental and social sustainability for the
long term success of the business. The sustainability
guidelines lay out the principles and actions for managing
and performing ethically and sustainably, throughout the
operational flow. The Group will continue to deliver safe
and quality services served by the enthusiastic team
members, without endangering the environment. The
Group will also continue to provide hearty service to the
customers and contribute back to the community.
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