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|.  PREAMBLE

Industrial automation is fast taking shape in
Southeast Asia as companies are increasingly
striving for innovation and greater production
efficiency. Singapore is placing a stronger emphasis
on technology acquisition and advancement with
SG$2.3 billion set aside under the fifth tranche of
Enterprise Development Fund to support the Industry
Transformation Programme. Meanwhile, the National
Development and Reform Commission and the
Ministry of Industry and Information Technology of the
People’s Republic of China (the “PRC") have urged for
cleaner production and the improvement of energy
efficiency.Asaleadingintegrated engineering solution
provider, ISDN Holdings Limited (the “Company”) and
its subsidiaries (collectively, the “Group”) help drive
efficiency to save energy and reduce environmental
impacts of a multitude of industries including medical,
aerospace, oil & gas, transportation, infrastructure,
machine builders, mining, power and utilities, and
wastewater management. Sustainability is grounded
at the core value of the Group, who has built a robust
relationship with its suppliers and recommended and
offered a variety of products as a solution to serve
a wide range of engineering needs of its customers.
In addition to its core business segment on motion
control, industrial computing and other specialised
engineering solutions businesses, the Group has
put continuous efforts in diversifying its operations
into renewable energy, primarily in developing
hydropower plants in Indonesia and solar power
production in China.

Headquartered in Singapore, the Company is a fast-
growing multi-industry corporation mainly engaged
in the motion control segment including energy
infrastructure projects, motion control systems for
industries such as aerospace, medical and defence
as well as the production of high-yielding food
crops using proprietary niche technology. The Group
provides the full spectrum of integrated precision
engineering services from conceptualisation, design
& development to prototyping, production, sales &
marketing and after-sales engineering support.

Not only has the Group made solid progress in
its business expansion and widened its global
footprints, the Group has also paid great attention
to environmental protection and social welfare. In
line with ISDN’s core value and vision in providing
sustainable and innovative solutions, the Group is
committed to forging an eco-friendly, resilient and
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ISDN’s vision is “To be the engineering solution provider
of choice focused on delivering innovative and quality
solutions to both its customers and

stakeholders™

LEADERSHIP

the leader in all the
markets it serves

the leader in all the
markets it serves

reliable enterprise that pioneers in sustainable
development in the industry by improving through
the exploration of more efficient business models
and the pursuit of sustainable operating practices.

IIl. ABOUT THIS REPORT

The Group is pleased to present Environmental,
Social and Governance (“ESG”) Report (“ESG Report”)
for the financial year ended on 31 December 2019
(“FY2019") from 1 January 2019 to 31 December
2019, to demonstrate the Group’s approach and
performance in terms of ESG management and
corporate sustainable development for FY2019. The
information in this ESG Report was gathered through
a wide range of channels to ensure data richness,
including the internal policies from different
subsidiaries of the Group, the factual evidence of the
ESG implementation in the Group, the quantitative
data of the Group’s annual performance in business
operations and ESG management under the key
performance indicators (“KPIs") of the ESG Guide
released by the HKEXx.

Through this Environmental, Social and Governance
(“ESG") report, the Group has demonstrated its
progressive performance and commitment to
sustainable development during the reporting period.
This report complies with the Rules and Guidance
Governing the Listing of Securities on The Stock

STAKEHOLDERS EXCELLENGE

To be recognised as  To be recognised as  To be an employer
of choice that

inspires and rewards through measured
performance excellence growth strategies

SHARED VALUE

To create value
for shareholders

ENVIRONMENTAL
STEWARDSHIP

To preserve natural
resources and
protection the
environment through
the use of technology
for better resource
management

in earnings and
distributions
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Exchange of Hong Kong Limited (“HKEx") and the
disclosure requirements on Primary Components in
Sustainability Reporting Guide of Singapore Exchange
Limited (“SGX”), and has referenced Global Reporting
Initiatives (“GRI”) Standards in disclosing the Group's
sustainability performance. To deliver a formalised
and internationally compatible ESG report and in
preparation for the 2020 HKEx's new requirements,
the Group referenced recommendations of the Task
Force on Climate-related Financial Disclosures
(“TCFD"). A complete content index and a GRI linkage
table are available at the end of the ESG report for
readers’ convenience to check its integrity.

Reporting Scope

This ESG Report covers the environmental and social
performance within the operational boundaries
of the Group that include the Group’s (i) business
operation, which comprises sales and administration
offices in Singapore, Hong Kong, the PRC, Malaysia,
Vietnam, Taiwan, Indonesia, and Thailand, and
(i)  manufacturing operation, which comprises
manufacturing plants and warehouses in Wujiang,
Suzhou, the PRC. Due to continuous efforts made
by the Group on data collection, the scope of this
year’s report has been expanded that more precise
guantitative data from more subsidiaries of the Group
was collected and disclosed. The Group has been
committed to improving its level of the disclosure
of relevant environmental and social information
collected from its subsidiaries.
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Reporting Principles

The preparation of this ESG Report strictly follows the
Reporting Principles set out by the ESG Guide. The
main content of this ESG Report has been determined,
organised and presented under the principles of
Materiality, Quantitative, Balance and Consistency,
which were applied throughout the entire reporting
process.

Materiality:

The Group has implemented a science-based
materiality assessment by gathering the feedback of
various stakeholder groups about their concerns and
expectations in terms of the company’s sustainable
development (refer to Materiality Assessment). The
outcome allows the Board of Directors of the Group
(the “Board”) to screen the insignificant issues and
highlight the major environmental and social impacts.
This informs the Board about potential impacts of
different ESG topics on the Group’s overall strategies
so that the Group could allocate more resources
and put more focus on material topics, thereby
enhancing its ability to develop in a sustainable way.
This ESG report discloses information with sufficient
importance to the Group, notably its employee
well-being including workplace health & safety and
development & training and providing innovative
solutions to achieving broader sustainability.

Quantitative:

The application of the reporting principle of
Quantitative was primarily reflected under the
sections of Emissions, Use of Resources and
Employment in this ESG report. With the aim to
transition to the compliance with the tougher 2020
HKEx ESG reporting requirements, the Group has
further completed its environmental monitoring
and disclosed its air mission performance since
FY2019. The Group has shown efforts in qualifying
the ESG targets in response to the SGX guideline
(examples can be seen in Corporate applications
of UN Sustainable Development Goals and Table 2
Progress and targets in environmental sustainability),
so that the progress and development of the Group's
ESG management could be accurately measured
and efficiently assessed. A summary of the Group’s
performance in air and greenhouse gas emissions,
consumption of various energy and natural resources,
and distribution of employees in terms of age and
gender was disclosed in a measurable format (refer
to List of Tables).
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Balance:

Adhering to the principle of Balance, the disclosure
and study of the drastic water consumption by the
Group in FY2019 was the reflection of the Group's
efforts in facing the problems, diligently analysing
the root causes, and proactively developing solutions
and buildings relevant targets for the management
in the future.

Consistency:

Stakeholders rely on a transparent disclosure of
information against different indicators based on
a consistent reporting technique and standard
calculation methodology. The Group has provided an
adequate descriptive explanation of the calculation
methods and significant changes to the reporting
techniques from the previous years, in order to add
the coherence to the entire reporting process and
build a platform where performance comparison can
be assured.

ll. SUSTAINABILITY GOVERNANCE

The Group has developed its sustainability strategy
intending to create values to all its stakeholders,
while continuously lowering the Group’s impact on
the environment and natural resources. To carry
out the Group’'s sustainability strategy, the Board
takes the lead on and has ultimate responsibility
for ensuring the effectiveness of the Group’s ESG
policies. The Board has established Risk Management
Committee to oversee its risk management activities,
monitor material risks relevant to the industry
and the company, and manage ESG issues within
each business division of the Group. The Group
assigned specific staff to enforce and supervise the
implementation of the relevant ESG policies on a daily
basis. The Group is fully aware that the coherence of
effective action with corporate sustainability goals
on the Group not only requires a sustainable way
companies perceive their environmental impact
and social responsibility, but more important is
how companies govern and manage their business
practices. As such, the Group has focussed its
efforts on optimising its sustainability policies
and management approach through a systematic
governance framework, in order to facilitate the Group
in building its short-term and long-term ESG targets
and moving towards sustainable development. To
allow the clear communication of the regulatory
requirements throughout the entire organisation, a
top-down and bottom-up approach has been adopted
by the Group in its daily ESG management.
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Management

General employees

Top-down management approach

\4

N

Botton-up reporting mechanism

Propose sustainability strategies
and plans;

Evaluate the internal ESG risks and
track the progress;

Integrate climate change and
market fluctuations into decision-
making of business development policies;
of the Group.

divisions;

e Supervise and record the
implementation of sustainability
policies across the business

* Implement relevant policies at
different stages of operations;

* Consolidate the achievements in
the practice of ESG-related

¢ Provide integrated solutions to the policies;
problems during the execution of

* Report and archive the problems
faced during daily operations.

» Set appropirate targets and metrics

for the evaluation of progress.

With such a strong sustainability governance
framework, the Group could effectively spot the
underlying risks that come from either internal
corporatechangesorexternalmarketfluctuations,and
capture the opportunities to adjust its sustainability
policies to satisfy the ever-changing needs of its
stakeholders. In response to the guidelines of SGX's
third year phased approach, the Group aims to adopt
a detailed management performance incentives plan
to encourage and motivate its employees, especially
the management level, to proactively participate
in ESG implementations and to enhance corporate
awareness of ESG matters with passion. Specifically,
the Group plans to launch the programme that links
the sustainability-related targets to the bonuses and
benefits received by the management in the near
future. While the Group understands that the sooner
the linkage is built, the faster the Group can benefit
from the incorporation of sustainability into business
strategies, a detailed plan for standardising the
measurements of sustainability progress with full
discretion before launching the programme hastily is
vital to ensuring the effective implementation, which
can be proliferated and developed within the Group
over years.
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Board statement

The Board has the oversight of the Group’s ESG policies and the effectiveness of the implementation of ESG
practice, and assumes the overall responsibility of the ESG matters, including the ESG reporting, in the Group.
With the insights, support and progress report of the Risk Management Committee, the Board is timely informed
of the existing and potential risks that the Group faces in operations. The Board has laid its emphasis on the
wellbeing of its employees, endeavouring to ensure that the rights and expectations of its employees can be
respected, and the health can be improved. Meanwhile, considering the analysis of climate related risks posed by
global warming according to the TCFD recommendations, the Board believes that uncertainty in market signals
due to the ongoing trade tensions and the cyclical headwinds in the semiconductor business is one of the biggest
challenges ahead of the Group, affecting the operating costs and revenues in the long-term. As such, the Group
will keep exploring and learning from the smart manufacturing solutions in the market, and investing in the
research of innovative technologies that adapt to the ever-changing macro-environment, to further meet the
demands of its customers on a continuous basis.
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IV. STAKEHOLDER ENGAGEMENT m. FzERESH

INTERNAL EXTERNAL
STAKEHOLDERS STAKEHOLDERS

P 5 25 A

Fostering a sound relationship with all stakeholders HRAMNGSEEEE IR FAEREEXEBRMER
has been seen as the prerequisite of effective AEBERBAREBENESHNTRESE. &RE
communications and the realisation of the Group's EREERFNQAFAARER. BERXEHLE
vision of value creation for all. The Group counts NHFEE S, MEFRERSE (BREBERFIESE-
on its good corporate citizenship, reputational BEE. BEE. BF. HESNEE£EE) B

influence and great capability in coordination to build BERF. ﬁi@%}iﬂ’\]%ﬁ%ﬁ; REMEHEF o
a collaborative relationship with its stakeholders *H@%E'ﬂﬁ%ﬁaﬁﬁﬁﬁ%ﬁTiE)i{\[ﬂ'ﬂﬁﬁﬁ#\i%‘%
including policymakers, regulators, investors, TX “KIFmEREREMBBEEE" ) , Sk

" ) T P AEENEBBREEAMENBRREENENAEE
suppliers and professional bodies A OE S i

customers,
Through a broad range of communication channels,
the Group has garnered a deeper understanding of
its stakeholders’ genuine concerns and expectations
(refer to Table 1 Stakeholders Expectations and
Communication Channels below), which prompts the
Group’s business strategy to integrate significant
social and environmental issues in wider business
processes.

Table 1 Stakeholders Expectations and Communication Channels

=M AR ENREMZEEE

Stakeholders Expectations and Concerns Communication Channels
= AEEA = BAZEFNRRE BREE
Shareholders - Return on investments and achieve - Regular reports and
RZER targets announcements
-REMBANEREBF - ERERE AL
- Corporate governance and - Regular general meetings
communication - EHEMRRARE
- REREIEE - Official website
- Policy review and performance report - E J3 4334
- BRBEMNTE RS
- Law and regulation compliance
- ESERER
Employees - Employees’ compensation and - Performance reviews
BT benefits - EEE
- BT HA A E F - Regular meetings and training
- Career development - EffEEAEH
- R - Emails, notice boards, hotline,
- Health and safety in the working activities with management
environment - BFEM. NG AR, HEE
- TERBHNERENZE B EE
- Implementation of ESG strategies
- ESGEBE AT
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Government and regulatory authorities - Compliance with laws and regulations - Supervision on compliance with

BN FELE S - BSPEEER local laws and regulations
- Support economic development - BB EHE AR NBITIER
- TIRREE R - Routine reports
- 4T
Customers - High-quality and reliable products and - Customer satisfaction survey
zA services -ERRRERAL
- (B A £ 19 = S A BR T - Face-to-face meetings and on-site
- Protect customers' rights visits
- (RA&E R P RIEF -H i A E R
- Qualified products in compliance with - Customer service hotline and email
good environmental indicators - & P RS SR ANE FE
- FERFBEEEEN SR EMR
Suppliers - Fair and open procurement - Open tendering
HAERS - RNEABEREE - RNERTEE
- Win-win cooperation - Suppliers’ satisfactory assessment
-EREE - RIER MR B RS

- Business ethics

- BT

- Environmental impacts

- iﬁiﬁ'ﬁv =

Professional Bodies

B
- EREAR

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

- BE I ERME R

- Industry seminars

- TS

- Climate change awareness and inputs - Routine reports
- RIFS L ERAAIRA

- Law and regulation compliance

- TR
- Emails, hotline, enquiries

- EFEF. B4R R

- Implementation of ESG strategies

- ESCEIE T

- Community involvement

General public
AV -HE2H

- Law and regulation compliance
- EERER

- Environmental protection awareness

- RIERERH

The Group is committed to addressing those concerns
in a proper manner based on continuous, concise
and effective communications. In response to the
stakeholder’s expectation and concerns, the Group
has set the following three ESG principles from a
strategic perspective:

«  Emphasising climate-related risks and ctisis
through innavation and aptimisation of the
] entire operational process is conducive to

grasping the potential business opportunities

£

Respecting and addressing stakeholders’ @
concemns is the foundation of the Group's long-
term sustainable development

X *  Ensaring i ESG fes with national and
32 i ions by consi itord d regular
- veviews, in alignment with the targets set out by the Group

—_——

e $m,

- Media conferences and responses
to enquiries

- IERE g AR A fE

- Company’s website and
announcements

- A BB
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Materiality Assessment
AstheESGriskdiffersamongindustriesandisdecided
by the detailed business model of the Company, the
Group has undertaken an annual review in identifying
its stakeholders’ main concerns and material
interests for the ESG Report. In FY2019, the Group
engaged its stakeholders to conduct a materiality
assessment survey and built a materiality analysis
matrix with 38 sustainability issues accordingly.
Specifically, internal and external stakeholders were
selected based on their influence and dependence on
the Group. Stakeholders with a high level of influence
and dependence on the Group were chosen by the
management of the Group and invited to voice their
views on a list of sustainability issues via an online
survey. After the prioritisation of topics, the outcome
of the materiality assessment survey was mapped
and presented below, which served as a powerful
tool to facilitate the Board and the Group to develop
its action plans for more efficient ESG management
in the future.

Stakeholder Engagement Materiality Matrix

IMPORTANCE TO EXTERNAL STAKEHOLDER

IMPORTANCE TO THE GROUP
Employment and Labour Practices
Community Investment

Environmental Impacts
Operating Practices
© Leadership & Governance

10
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1 Air and greenhouse gas 14 | Preventing child and forced 27 | Labelling relating to products/services
emissions labour B/ B IEE R
ERARERIEHA B LB TFIAHI55 T

2 Sewage treatment 15 |Selection of local suppliers 28 |[Product design & Lifecycle
KRR EIZEHHLIERS management

Emat A B TR

3 Land use, pollution and 16 | Smooth communication 29 | Number of legal cases filed against the
restoration and sound relationship with company about bribery, extortion, fraud
T FI . SSHRMKE suppliers and money laundering

HERERETERIES. B2 HENATREEE . BR. BEEATE
REFER FERRMAEE

4 Solid waste treatment 17 | Environmental risks (e.g. 30 |Anti-corruption policies and whistle-

E RS EE R I8 pollution) of the suppliers blowing procedure
HEFNRERR Q53 R BHBCR A RIER

5) Energy use 18 | Social risks (e.g. monopoly) of [31 |Anti-corruption training provided to

BERfE the suppliers directors and staff
HERRESERR (JBEE) [ F EMITIEABRERBEIE

6 Water use 19 |Procurement practices 32 | Community engagement
FA7ZK REEE HESH

7 Use of other raw/packaging 20 |Environmentally preferable 33 | Participation in charitable activities
materials products and services and support public welfare
EfthmZa Rl B8R ER EERBENESNRS SHBETH). TRFAREE

8 Mitigation measures to protect |21 Health and safety relating to 34 | Cultivation of local employment
environment and natural products/services EE AR E
resources B E G/ RB B RNERNRZ S
RAEIRIE N B RS IR BIE
i

9 Climate-related risks 22 | Customers satisfaction 35 |Business model adaptation and
HEEHERRAER (Welfare) resilience to environmental, social,

BEREE (&F) political and economic risks and
opportunities
BEEXHBER. 48, BUATKEE
ER B NERE DMER A

10 |Diversity of employees 23 |Marketing and promotion 36 |[Management of the legal & regulatory
BT ZHM TTEE RN environment (regulation-compliance

management)
EEAHRREEE (FE&EHR)

11 |Employee remuneration and 24 | Observing and protecting 37 |Critical incident risk responsiveness
benefits intellectual property rights e EAE R E FERE 1
BT HMFEF ST RE R A B

12 | Occupational health and safety |25 |Product quality assurance and |38 |Systemic risk management
HERRERZe recall percentage RF R ERE

EmmERENEEE

13 |Employee development and 26 | Protection of consumer
training information and privacy
BT E R EE HEE SN L ARRE

According to the outcome of the materiality analysis
matrix, the Group has identified “Occupational health
and safety” as the important ESG issues to both the
Group and its stakeholders.

With the goal to strengthen corporate sustainability
management  while enhancing stakeholders’
awareness of ESG and global sustainability issues,
the Group also engaged its stakeholders in a
survey concerning the Sustainability Development
Goals (“SDGs") to steer the formulation of Group's

RIBFEEMLINEFNER, ARECKF R
BHZ2” MERAKELREFZHERENER
ESGFEﬁE}Eo

BT MREXFFEERER, FRRSFmEER
EFHESGUL R HFHEEREENDHE, ~KEH
BRAFMGHAREL2RT —HERAIFEERER
(AT “SDG” ) MAE, UETEAEEFIE
&R REEESNESCECRMBIRE. RIBL
£, B3 (BEAMNEFR) . BIR4 (BEHF) M
BiR9 (17%. RIFTAEMRIE) EFmIRBIS R
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ESG policies and targets that are in line with the
international sustainability trend. According to the
result, Goal 3 (Good Health and Well-Being), Goal 4
(Quality Education) and Goal 9 (Industry, Innovation,
and Infrastructure) topped the list of all 17 topics of
SDGs in terms of the degree of stakeholders’ attention
and interest. In response to stakeholders’ concerns on
sustainable development goals, the Group has put its
focus on the topics and set targets for its contribution
to accomplishing the goals from within the Group.
It is highlighted that the stakeholders’ prioritisation
of building an innovative enterprise aligns with
the Group’s vision and the Singapore government,
which has been demonstrated and emphasised in its
practices and targets throughout the report.

Corporate applications of the UN Sustainable
Development Goals

GOOD HEALTH
AND WELL-BEING QUALITY
EDUCATION

Stakeholders’ Feedback

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

V. ENVIRONMENTAL SUSTAINABILITY

To seek long-term sustainability of the environment
and community where it operates, the Group has
made great efforts in controlling its emissions
as well as its consumption of resources, and has
strictly complied with relevant environmental laws
and regulations in the regions where it operates,
including but not limited to:
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e Environmental Protection Law of the People’s
Republic of China (FHZE A R MBI IRERE L),

e Law of the People’s Republic of China on
Prevention and Control of Water Pollution (FRZE
ARFHMEKTHEBTIAE), and

e Law of the People’s Republic of China on the
Prevention and Control of Environmental
Pollution by Solid Wastes (HIZE A R 370 E E§
REYDS RIRIERIAE).

This section primarily discloses the Group’s policies,
practices and quantitative data on emissions, use of
resources and the environment and natural resources
in FY2019.In response to the guidelines of SGX's third
year phased approach, the progress of the Group’s
environmental performance is highlighted.

A.1. Emissions

In FY2019, the Group complied with relevant national
and local environmental laws in terms of emissions
during its daily operations. In particular, the Group
was not in violation of any laws and regulations in
relation to air and greenhouse gas (“GHG") emissions,
discharges into water and land, generation of
hazardous and non-hazardous wastes, and noise
that have a significant impact on the Group. Sticking
to the principle of ‘Lucid Waters and Lush Mountains
Are Invaluable Assets’, the Group has implemented
various measures to mitigate its impacts on the
environment.

In FY2019, the Group’s greenhouse gas (“GHG")
emissions under Scope 1 (Direct Emissions), Scope
2 (Energy Indirect Emission), and Scope 3 (Other
Indirect Emission) were 924.5 tonnes carbon dioxide
equivalent (“C02e"), 1,084.7 tonnes CO2e, and 38.4
tonnes CO2e respectively. The Group’'s total GHG
emissions amounted to 2,047.6 tonnes CO2e, and
the GHG intensity for the Group was 7.04 tonnes
C02e/SGD million overall. In addition to the GHG
emissions, the Group also generated 32.4 tonnes
of non-hazardous solid wastes (with an intensity
of 0.11 tonnes/SGD million) in its operations. The
Group’s operation did not generate any hazardous
waste during the year under review. The Group was
dedicated to furthering its reporting scope in FY2019
by including the air pollutants from vehicles in its
environmental performance. The air pollutants from
the Group including sulphur oxides (“SO,”), nitrogen
oxides (“NO,") and particulate matter (“PM") were
mainly generated from vehicles for business affairs.
Specifically, the Group’s air emissions of SO,, NO,
and PM amounted to 5.7 kg, 250.5 kg and 18.4 kg
respectively in FY2019. The Group’s total emissions
are summarised in Table 2.
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Table 2 Total Emissions by the Group in FY2019 %2 20198/ EEAR EBEH A S

Emissions Key Performance Indicator
HE (KPI)
BRSRAEREERR (KPI)

Amount in | *Intensity
FY2018 (Unit/ SGD
2018HAEXE | million) in
EHEmE FY2018
*201 8EABEE 2
SAE (BEu/

Amount in *Intensity
FY2019 (Unit/ SGD
2019B4 X | million) in

AR FY2019

*201 9 BA B
FHE (Bfu/

BEHIT) BE#HIT)
Air emissions*™* SO kg 5.7 - - -
SR NO, kg 250.5 - - -
PM kg 18.4 - - -
GHG Emissions  Scope 1 (Direct Emission) **  tonnes CO,e 924.5 - 440.4 -
A REEHERL #E1 (BEHR et (FEE1
< 2F03)
Scope 2 (Energy Indirect tonnes CO,e 1,084.7 - 1,570.8 -
Emission) et (FEE)
#HE2 (RERmBEHR) ~ 2713)
Scope 3 (Other Indirect tonnes CO,e 38.4 - 52.7 -
Emission) 5T (FEE1
#E3 (HEfthrEEHIR) < 2F13)
Total (Scope 1, 2 and 3) tonnes CO,e 2,047.6 7.04 2,064.0 6.83
Wt (EE1. 2703) MEr (HE]
< 2703)
Solid Waste tonnes 32.4 0.11 41.4 0.14
Non-hazardous mazgzsy WE
Waste
7 FEY) Wastewater tonnes 147,047 - 29,369 9.11
gk Mg

*Intensity was calculated by dividing the amount of air, GHG and
other emissions by revenue of the Group in FY2019 and FY2018 (the
financial year ended on 31 December 2018 from 1 January 2018 to 31
December 2018) respectively, which was $$290.99 million in FY2019
and $$301.99 million in FY2018;

**Air emissions included the air pollutants in the exhaust gas from
vehicles for transportation;

***The Group’s Scope 1 (Direct Emissions) included the consumption
of diesel and petrol in motor vehicles and the factories;

The Group’s Scope 2 (Energy Indirect Emissions) included only
electricity consumption;

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

The solid waste of the Group covered waste from the factories and
property buildings where the Group’s employees worked and paper
consumption occurred;

The wastewater of the Group was discharged directly to the municipal
drainage network, of which the amount could be assumed as the
same as the consumption of freshwater. Based on the assumption,
the data in FY2018 was adjusted for consistency; and

The methodology adopted for reporting on GHG emissions set out
above was based on “How to Prepare an ESG Report? — Appendix
2: Reporting Guidance on Environmental KPIs” issued by the Stock
Exchange and the IPCC Emission Factor Database. A comparison of
FY2018'’s data is provided to display changes and progress made by
the Group.
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Business Operation

The principal emissions from the Business Operation
were GHG emissions from the purchase of electricity
for office lighting and administrative operations,
commercial solid waste and sewage generated
from the staff at offices. Despite not being a major
contributor to emissions, the Business Operations of
the Group has retrofitted its equipment in the offices
and promoted the practice of circular economy,
in order to save energy resources, lower carbon
emissions and reduce daily wastes.

To create a pleasant working environment for its
employees while maintaining high efficiency of
energy consumption in the offices, the Group mainly
focussed on the following two areas:

1. Upgrade: keep optimising the office equipment
and systems, including the redesign of heating
systems, upkeep of air-conditioning, instalment
of automated lighting controls and replacement
of electricity-intensive lighting fixtures.

2. Training: raise the awareness of employees at
offices in energy conservation and through a
series of internal seminars, educational courses
and meaningful activities, such as the course
called Environmental Policy, during which
employees and experts can share and obtain the
techniques and motivation in emission control
and the preservation of natural resources.

Cutting down on the waste generation at source is

the most efficient way the Group believes to make

the best use of resources. To efficiently manage

its commercial solid waste from offices, the Group

has adopted various measures, such as using a

centralised garbage can for the collection of waste

in the offices. The sorted municipal solid waste from

offices is handled by the property management

of the building and disposed of at landfills by the

government. Moving towards Sustainable Waste

Management, the Group has taken more actions as

highlighted below:

¢ Recycle as much solid waste as possible through
the classification approach;

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

e Advocate the reuse of office stationeries;

e Get rid of paper and cut down on printing
frequencies; and

e Encourage employees to switch to hand dryers to
eliminate paper towels in the washroom.
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In FY2019, the wastewater generated from offices of
the Group was directly discharged into the municipal
sewage network and handled by the building property
management. Since the amount of wastewater highly
depends on the amount of freshwater used, the Group
has taken specific measures, further described in the
next subsection under Water, to reduce its water
consumption in the offices.

Manufacturing Operation

In FY2019, the major emissions from the
manufacturing operation of the Group included air
& greenhouse gases, wastewater, solid waste, and
noise. To efficiently control the emissions from this
business segment, the Group has implemented
effective policies and adopted various advanced
methods.

Air & GHG Emissions

Air emissions from this business segment majorly
included volatile organic compound (“VOC”) during
the production process and pollutants of exhaust
fumes from vehicles. In FY2019, the Group utilised
collection ducts to collect the VOC, which was purified
by the external air purification unit in the ventilation
system before being released to the atmosphere.
GHG emissions, a commonly known culprit causing
the accelerating rate of global warming and
climate change, is affecting the way people live and
companies operate. The main source of GHGs in
the Manufacturing Operation segment of the Group
came from the use of purchased electricity and
the consumption of fossil fuels. To comply with the
Integrated Emission Standard for Air Pollutants ( <X
RS R EREHEAZZEY ), the Group has established
internal policies to control its air emissions, manage
energy consumption, and optimise the operational
process, thereby to large extent minimising the
detrimental impacts of air and GHG emissions on
the environment. Due to the concerted efforts by all
employees of the Group, the total GHG emissions
in FY2019 of the Group dropped slightly, in which
Scope 2 GHG emissions showed a substantial decline
by 31% approximately as compared to the figure in
FY2018, marking the magnificent success of the
Group in the effective execution of internal policies in
its emission control.
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Wastewater

Wastewater produced in the Manufacturing Operation
segment included domestic wastewater and
industrial wastewater. The domestic wastewater was
directly discharged into the local drainage system,
while for the industrial wastewater, the Group has
collaborated with qualified professional companies
for its collection, transportation and treatment. The
Group ensures that all its discharge of wastewater
should be in strict compliance with the Integrated
Emission Standard for Wastewater ( <;57/K&&HE
JAZ#EY ) and other regulations in regions where it
operates.

Solid Wastes

The solid wastes generated in this business segment
included domestic solid waste from employees and
electronic wastes during manufacturing operations.
The domestic waste was well-sorted, recycled and
handled by the certified municipal department,
whereas the electronic wastes should be treated
scientifically. In accordance with Administrative
Measures for the Prevention and Control of
Environmental Pollution by Electronic Waste (&1
Y55 IR BT A B IR PEE), the Group has formulated
internal policies for its management of electronic
waste. In FY2018, the solid waste from the Group was
halved as compared with the figure in FY2017 and the
Group set a more ambitious target of further lowering
the amount to 0.1 tonnes per SGD million. In FY2019,
the Group has made solid progress by strengthening
its waste management and optimising operations.
Specifically, the solid waste generation in FY2019
diminished by nearly one-third, from 41.4 tonnes in
FY2018 to 32.4 tonnes during the year under review,
and the intensity was recorded to be 0.11 tonnes per
SGD million only within one fiscal year.

Noise

The noise generated by the Group was primarily
caused by the machinery operations in manufacturing
processes. In strict compliance with national and
local regulations in terms of noise emissions such as
Emission standards for industrial enterprises noise
at boundary (GB12348-2008) (T ¥1b¥MFIRERR
BHIMAZAE), the Group has adopted many noise-
reducing facilities and measures to mitigate the
impact of noise on the surroundings, including but
not limited to:
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e Place noisy machinery or facilities to the areas in
the absence of workers;

e Reduce the duration of noise exposure to
employees with policies regulating the time limit
of employees in noisy areas and job rotations;
and

e Take into consideration the factor of noise in the
procurement and maintenance of machinery in
factories and make preference to the equipment
with better performance in noise control.

A.2. Use of Resources

In FY2019, the main resources consumed by the
Group were electricity, gasoline, diesel, water, paper
and various packaging materials. Table 3 illustrates
the amount of different resources used by the Group
during the year under review.
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Table 3 Total Use of Resources by the Group in FY2019**

Use of Resources Key Performance Amount in *Intensity Amount in *Intensity
R A Indicator (KPI) FY2019 (Unit/ SGD FY2018 (Unit/ SGD
FRRERIEIZ (KPI) 201 9B E million) in 201 8B4 million) in
AR FY2019 A E FY2018
*201 9B B *201 8B BE
SOE (BEf/ SOE (Bf/
BEHT) BEHIT)
Energy Electricity kWh'000 2,054.6 7.1 2,293.2 7.6
BEIR g FEFEEF
Gasoline L 378,051 1299.2 187,522 621.0
;i
Diesel L 10,404 35.8 - -
E i
Water Water m? 147,047 505.3 29,369 97.3
7K 7K
Paper Paper tonnes 8.0 0.03 11.0 0.04
AR5 AR5R T
Packaging Materials  Paper, Plastic & Wood tonnes 48.7 0.2 3.0 0.01
R iRk BRARY g

*Intensity was calculated by dividing the amount of natural resources
by revenue of the Group in FY2019 and FY2018, respectively, which
was 5$290.99 million in FY2019 and S$301.99 million in FY2018;

**A comparison of FY2018's data is provided to display changes and
progress made by the Group.

Electricity

Electricity was purchased from utilities by the Group
and consumed for regular operations in the offices
and during manufacturing operations. In FY2019,
the total electricity consumption of the Group was
2,054.6 kWh'000 (with an intensity of 7.1 kWh'000/
SGD million), a slight drop comparing to 2,293.2
kWh'000 in FY2018 (around 10.4%). Although the
Group has further expanded its reporting scope by
incorporating the data of electricity consumption
from 32 subsidiaries in FY2018 to 45 subsidiaries
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in FY2019 given its perseverance in its monitoring
and control of energy consumption, the Group has
indeed shown promising progress on minimising
its electricity usage. It is also highlighted that the
business segments in Malaysia have experienced
a staggering drop in electricity consumption by
about 74%.

Both offices and manufacturing factories of the Group
have stringently complied with relevant regulations
and the Group's policy of saving electricity. To mitigate
the consumption of electricity so as to further control
its Scope 2 GHG emissions, the Group has embedded
the slogan of ‘Saving Electricity’ into its business
strategy and encouraged its employees to implement
the following practices:

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

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

» Maintain the electrical equipment in offices (such
as air conditioner and paper shredder) regularly
to keep their high efficiency;

e Adjust the set temperature of air conditioners in
the offices appropriately;

e Use electrical appliances with certified energy-
saving labels;

¢ Replace the energy-intensive lamps with LED
lighting fixtures in the offices; and

e Educate all employees to open curtains and
utilise the natural sunlight for lighting in the
office when possible.

In FY2019, the one-megawatt solar power plant that
has been commissioned in Wujiang Industrial Park
of Suzhou, China since the year 2018 showed an
excellent performance in electricity generation, with
all solar panels generating a total of 1,095,691 kWh
electricity. With the goal setin FY2018 on a dramatic
increase in the electricity generation by 2021, the
Group has already achieved huge improvement by
elevating the capacity by 8.5% in FY2019.
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Energy

The consumption of gasoline and diesel for the
manufacturing process and transportation is
directly linked to the Scope 1 GHG emissions and air
emissions of the Group. In FY2019, the Group has
consumed 378,051 tonnes of gasoline and 10,404
tonnes of diesel. This significant increase of energy
usage in FY2019 was partly due to the expansion of
the measurement and recording of relevant data from
more subsidiaries of the Group, and more frequent
vehicle use for business affairs, which have drawn
the Group's attention and will be strictly managed in
the future.

The Group has always been committed to optimising
its operations and believes that access to secure
and reliable energy sources is key to the long-term
stability of the Group’s business. With steady growth
in business and strenuous efforts in the research
and development of renewable energy in operations,
the Group has spared no efforts in redesigning
its machineries to be more eco-efficient and set
ambitious targets for its gasoline consumption in the
future, which constantly reminds the Group of taking
into account the financial implications of climate-
related risks and relentlessly changing toward
sustainable development. While the efficacy of these
measures may only be reflected a short-term due to
the time lag in transition, the Group has further set
up relevant policies that allow immediate actions
with an aim to bring more effective benefits in the
coming years, in order to address and improve the
problem in a timely manner, Examples of measures
to be executed to reduce energy consumption by
transportation are shown below:
e Make the best use of the room to avoid
unnecessary transport;
e« Encourage employees to share vehicles for
business affairs when appropriate;
e Plan driving routes with discretion in terms of
eco-friendly transportation;
e Educate the drivers to drive at a constant speed
to avoid any unnecessary brake; and
e« Encourage staff to take public transportation
instead of driving to work, thereby lowering their
own carbon footprints.
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Water
Water conservation has been prioritised as a
critical issue in moving towards sustainability by
the Group. During the year under review, the Group
did not face any problem in sourcing water that
was fit for its purpose. In FY2019, the Group has
consumed 147,047 m3 water. The increased number
of disclosed subsidiaries as the Group expanded its
reporting scope has contributed to the rising amount
as compared with the data in FY2018. The Group was
devoted to educating and promoting the importance
of water conservation among its employees. In
FY2019,the subsidiaries of the Group held a multitude
of meetings, seminars and training programmes
delving into more advanced and effective ways of
saving water in daily operations, and workers and
employees of the Group were incentivised to try their
best to reuse as much wastewater as possible. To
ensure that all employees can strictly adhere to the
principle of water conservation in their daily work,
“saving water resources” posters and banners were
placed at prominent placesin the factories and offices,
and employees were regularly reminded to turn off
water taps after use through emails and notices. To
improve the utilisation efficiency of water resources,
the Group has further adopted the following practices
focusing on its water conservation facilities:
e Fix dripping taps immediately once leakage is
found;
¢ Run regular leakage test on water taps, joint
rings and other defects in the water suppler
system; and
e Turn off the water supply system on holidays.

To address the potential risks caused by the rising
water consumption in FY2019, thereby diminishing
the amount of wastewater from both offices and
manufacturing operations as well, the Group has
reviewed and assessed the water consumption
among its subsidiaries. It is found that the operations
in Vietnam and Malaysia were experiencing unusually
high consumptions during the year under review,
to which the Group will pay greater attention in
enforcing water conservation practices accordingly
in the coming year.
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Paper

In FY2019, the paper consumption of the Group was
8.0 tonnes, which fell by nearly one-third comparing
to 11.0 tonnes in FY2018, despite the expansion of
the reporting scope from 39 subsidiaries in FY2018
to 53 subsidiaries in FY2019. The Group has been
experiencing a sharp decline of around 30% annually
in its paper consumption for two years. In FY2018,
the Group set an ambitious target to lower the paper
consumption and the Group has successfully achieved
the goal should the same reporting scope be applied
for the data organisation, which demonstrated the
determination of the Group in control of natural
resource consumption.

The promotion of ‘Paperless Office’ and ‘Office

Automation’ is grounded in the Group’s culture, and

the Group has continued to make efforts to facilitate

behavioural changes in minimising the use of paper,
including:

¢ Disseminate information by electronic means
(i.e. via email or e-bulletin boards) as much as
possible;

e Setduplex printing as the default mode for most
network printers when printouts are needed;

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

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

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

Meanwhile, aiming to fulfil its commitments to the
recycling and reuse of paper resources, the Group
has been dedicated to measuring and collecting the
accurate data, and evaluating the performance of
each subsidiary in paper consumption. For example,
the high paper consumption in the office of Beijing
Bei Cheng Xin Kong Ci Fu Technology Co., Ltd. (At T4t
FHTZ AR AH BBR /A &) drew the Group attention
in FY2018. Through the effective implementation
of the policies above, the paper consumption in
Beijing Bei Cheng Xin Kong Ci Fu Technology Co., Ltd.
successfully descended from 978.5kg to 330kg, a
66% drop from FY2018 to FY2019.
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Packaging Materials

In FY2019, the Group consumed a total of 48.7 tonnes
of paper-made and plastic-made packaging materials.
Although the amount might appear as an increase
compared to FY2018 amount (3.0 tonnes), the Group
has expanded its reporting scope tremendously,
with increasing inclusion of subsidiaries number
from 2 in FY2018 to 16 in FY2019 by more accurate
measurements, recording and disclosure, which
resulted in a more comprehensive data collection
that covered the paper-made, plastic-made, and
wood-made packaging materials being carried out
in FY2019 instead of merely integrating the paper-
made packaging materials in the statistics in FY2018.

To better lower the consumption of packaging
materials, the procurement process needs to be
further improved and smartly controlled. The Group
has been committed to taking advantage of the
application of ERP (Enterprise Resource Planning)
online platform further, in order to systematically
manage the entire procurement process and
optimise corporate resources. This practice also
reflected the Group’s desire to integrating innovative
solutions in its business operation to achieve greater
sustainability.

Benchmark

As a leading integrated engineering solutions
provider,the Group has reviewed its ESG performance
and in particular benchmarked its sustainability
performance under the environmental subject with
its peers, evaluating its progress and competitiveness
in the market. According to Table 4, it is found that
the Group is among the top 3 of its peers, reflecting
the success of its continuous efforts and innovative
solutions on reducing environmental impacts.
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Table 4 Environmental Performance Benchmark between the Group and its peers**

T4 AEEHEERTZ MHREENEE
Key Electricity

Performance Consumption
Indicator (KPI) (kWh’000)

Intensity* of
Electricity
Consumption
(Unit/Employee)
FEEENE"
(BEf/8T)

EET S e

fat® (KPI) ( FEFRE)

Peer 1 3,029.4 0.01
B1T 1
Peer 2 1,034.3 1.0
BT 2
ISDN 2,054.6 2.3
Bt
Peer 3 767,353 5.6
B17 3
Peer 4 3,570,000 13.1
E1T 4
Peer 5 5,554,000 13.6
BT 5
Peer 6 44,080 15.8
B1T 6
Peer 7 4,640,646 79.0
B1T7
Peer 8 6,020,000 172.4
E17 8

*Intensity was calculated by dividing the amount of electricity
consumption, GHG emissions and solid waste by the number of the
employees of the Group and the selected peers; and

**The peers were identified and selected based on the Industry
Report 2016 of the Group, including leading international integrated
engineering solutions providers in China, Singapore and Malaysia
market. The KPIs were summarised from their latest annual/ESG
reports and the data processing was conducted by an independent
party - ‘Greenco ESG Advisory Limited’ to display the data under the
same units for better comparison.

A.3. The Environment and Natural Resources

The Group has put its emphasis on improving the
efficiency of its daily operations and has been
committed to innovating, designing and utilising
cleaner and more energy-efficient technologies for
its business operations in order to reduce their major
environmental impacts such as the exploitation of
energy resources and air and GHG emissions, and
pursue its environmental goals. As a whole, positive
progress has been seen by the Group throughout
the year under review due to its unwavering efforts
in controlling the consumption of natural resources
and emissions. In particular, following its internal
policies, the Group has significantly lowered its
solid waste and paper usage, which are beneficial to
both the cost-savings and the burdens of disposal.
The GHG emissions, solid waste, wastewater and
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Scope 1 and 2 | Intensity* of GHG Solid | Intensity* of Solid
GHG emissions

(tonnes CO2¢e) | (Unit/Employee)
HE 1 M2BE RS RERESHE

emissions Waste
(tonnes)
[E 38 BE 47
HEmE SAE* (1E)
(BfN/ET)

1,281,000 Shg 439,000 1.14
801.5 0.8 45.4 0.04
2,009.2 2.3 32.4 0.04
383,125 2.8 145,391 1.06
2,230,000 8.2 3,100 0.01
3,259,000 8.0 16,500 0.04
28,098 10.1 48 0.02
8,828,000 150 585.2 0.001
4,715,000 135 1,356,000 38.8
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noise of the Group were all in conformity to relevant
environmental laws and regulations in FY2019. It is
highlighted that the Group has made tremendous
progressonexpandingits reporting scope byincluding
nearly 30% more subsidiaries in its data collection
process, reflecting its determination in strengthening
its monitoring and the assessment of environmental
performance of its global business. According to
the analysis and evaluation of the performance and
progress made in the year under review, the Group
has further set clearer and appropriate targets under
its environmental stewardship as shown in Table 5
below to continuously enhance the environmental
sustainability. These environmental targets were
established in a measurable, achievable and
accessible manner, and will guide both short-term
and long-term development of the Group.
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Table 5 Targets in Environmental Sustainability 35 IRIBR[#E 4 HIZ

Areas Short-term Targets Long-term Targets
E i3 HHBTR REBR

Solid wastes

& B BE YY)

Electricity
[=5]
==

Energy resources
RERER

The Group aims to lower its solid waste intensity
to less than 0.1 tonnes per SGD million under the
same reporting scope within the next three years.
AEEFEERR=ZFN, EHENHRSHEEN,
HEREYEAERRRISEEHT0. 1A T.

The Group targets to maintain a further 3%
decline in electricity consumption next year.

AEE M ERZ IR FNFEERRIFIRH TR .

The Group aims to maintain its increasing rate
of energy consumption at 10% next year by
setting up and implementing policies that allow
immediate actions on reducing the energy usage
by transportation (refer to Energy).
AEENEBEBFENSHEEEE, SZARBITENR D>
BEHMEREAE (2REF) , EHFMNER
SHE R REERE10%.

To embed sustainability in its business strategies,
the Group commits to formulate internal policies
around Sustainable Waste Management and forge
an enterprise that genuinely applies the ‘3Rs’
principle: recycle, reuse, and reuse, in operations
with the adoption of advanced technologies and
employees’ enhanced awareness.

RIS RHEE RNANCEER, AEEREEEAFE
BRNEEMERGENTNER, THEELBED, B
BERFASCENEMMRASTINER, TE—EEALE
BEELERA SR” RA—HHEOE. REX. BRA
R

The Group plans to shift towards a greener and
cleaner energy sources. With numbers of solar
panels deployed for electricity generation in the
industrial park in the PRC, which amounted to
1,095,691 kWh in FY2019, the Group will invest
more in the improvement of solar panels in terms
of both number and capacity, and aims to achieve
a 30% increase of electricity generation by solar
panels by 2025.
AEEGEEOEREEFRNER. BEEPEIE
EERRBENABREENREE (FE2019MBFEEHR
1,095,691 FEE) , AEEFRAEZESHEKNGEE
BRI B FERE, WAER2025F TR AIGEEE)
REEEEERI0%.

The exploration of the viability of massively adopting
renewable energy resources for operations has
been a long-term target of the Group. The Group
aims to introduce electric vehicles (EVs) to the
business gradually and replace all traditional
vehicles with new energy ones in the near future.
R FEIEE P AR AR BERRMATTIE, —BE=2
AEBNRABE. REEFEEELTELSIAKGE
ERE (BV) , WHEARAHRAFREESEENRE
55
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Water
7K

Paper
AR

Packaging
materials

BEMH

The most urgent task is to address the rise in water
consumption by targeting the subsidiaries with
an unusually high amount of usage and bringing
down their water consumptions. The Group aims to
reduce its overall water consumption by 5% under
the existing reporting boundary in the coming year,
and further standardise its measurement and
collection of the data of water usage.
ERZAZRBIHAFKERESNTFLAR, BREE
FOKERMRFKELFANMEE. AEEFEERE
MEHMEN, FAFNRRFEKERDS%, LE—F
S KSR B

The Group commits to keeping maintaining its
consumption of paper to under 0.05 tonnes per
SGD million next year.
ﬁ%@ﬁ%ﬁﬁﬁiﬂ"]ﬁﬁﬁf%ﬁ&EE%?J_EOOSW,E
AR

The Group plans to further incorporate more
packaging materials in recording and disclosure,
including but not limited to the paper-, plastic-
and wood-made packaging materials.
AEEFEE DI EZSOEMBNATTEREIKE,
R ETRRIRKT . BREIRAF S 5ME

The Group endeavours to lower its consumption
of freshwater and plans to look for opportunities
to introduce rainwater harvesting systems and
innovative water recycling facilities as common ways
in its business operations for water conservation.
REEHAERIOHFER, L NESERKBERR
FAFTH KRB A BRRE, (EREEBES PHEIZI K
MERRGE.

While the pursuit of ‘Paperless Office’ is tough and
will not be built within one day, the Group aims to
advocate the strategic goal throughout all offices
and continuously lower its paper consumption,
thereby accomplishing the target in the future.
HEBR “EAUWA” RNHELIE—HZI, BAE
B EEMBRAZHT “ERARL" FRIKERE,
WREEERERE, LUESIRKRNBEZE.

In the long term, the Group is committed to
establishing a more comprehensive system with
the weight of all various packaging materials being
standardised and archived. The target can effectively
help the Group to sort the materials out in terms of
the property, function and weight, minimising the

In order to achieve these short-term and long-
term targets, the Group aims to adopt a detailed
management plan to incentivise its employees to
be involved in the implementations of ESG policies
within the organisation. Such proposed awarding
system will be used to reward outstanding ESG
practices carried out by subsidiaries/departments/
employees.

It is recognised that the consumption of electricity
and fossil fuels has been the major source of the
Group’s impacts on the environment. As such,
the Group has been in the path of transforming
its operations that used to rely on the usage
of traditional energy resources to the more
environmentally-friendly business model. The
Group’s mini-hydropower plant project in Indonesia
and one-megawatt solar power plant in Wujiang
Industrial Park in Suzhou have been proved to be a
successful way the Group offsets carbon emissions,
contribute to global sustainable development and
mitigate climate change. In particular, the mini-
hydropower plants target the remote and rural
areas in Indonesia, that is not only aligned with the
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risks of chaotic management of packaging materials
that results in environmental damage.
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grand objective in the environmental sustainability
of the Group, but also generate enormous benefits
including job opportunities to the less developed
regions of the world. This supports the Regulation
No. 19 of 2015 by The Ministry of Energy and
Mineral Resources in Indonesia that advocates more
investment and development of mini Hydropower
projects. Looking forward, the Group commits to put
more efforts in renewable energy development in
the near future and focus its efforts on the research
and project development in the realm of distributing
and storing solar energy in Southeast Asia.

VI.  SOCIAL SUSTAINABILITY
EMPLOYMENT AND LABOUR PRACTICES

B.1. Employment

As at 31 December 2019, the total number of
employees of the Group was 881. ISDN believes
that its success in the engineering industry is
highly dependent on its employees; therefore, it has
devised a competitive compensation and benefits
package to attract, retain, and motivate employees.
Employees’ remuneration is commensurate with
their educational qualifications, industry experience
and interpersonal skills. Recruitment of employees
is based upon continual analysis of human resource
requirement in coping with the Group’'s business
development. Salaries and wages are reviewed
annually based on performance appraisals,
qualifications, experience, position and seniority. The
total number of employees of the Group by gender
and age in FY2019 is summarized in the table below.
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Table 6 Total Workforce of the Group by Gender and Age in FY2019
76 201 9B B 4F AN SR B 2 1 R RN SR8 43 51 B AR &L

By age
HREE ST Below 25

s 35
25 VA TN 25%35p% 2 [E

By gender
=R 5
Male
Bt
Female
i 17 153
Total
stat

46 260

63 413

During the reporting period, the Group was in
compliance with the following laws and regulations
related to employment:

Between 25 and Between 35 and

Between 45

45 and 55 Above 56
A5Z 555% 56 £

£ Pl Z [

169 577
93 35 6 304
262 e 30 881

WEHN, AEEFENERFEHERBAERERN
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Table 7 Employment Laws and Regulations with Which the Group has Complied
=/ AEBERSHEBEEER

Hong Kong
E

People’'s Republic of China
FREE ARALAIE

Employment Ordinance (Chapter 57 of the Laws of Hong Kong)
CR{BERED  ( «KEEEFD $57F)

Mandatory Provident Fund Schemes Ordinance
EaRHIMEATES T ERED

The Social Insurance Law of the PRC
CHEE AR AR REREY

The Provisional Measures for Maternity Insurance of Employees of Corporations
KEBTAESRRETHIEE

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

of the State Council

CEFHBRANEIBEZRBA—FTERIREY

The Decisions on the Establishment of the Medical Insurance Program for Urban Workers

of the State Council

BTSRRI SRR T B AR AR AT AR EY

The Unemployment Insurance Measures

CRZERIRIELY

Singapore
T AR GETIRERE (EA) >

CHRATESEY

The Employment Act (Chapter 91) of Singapore (EA)
(91%)

Central Provident Fund Act

Employment of Foreign Manpower Act (Chapter 91A) of Singapore (EFMA)
CHTINRE(EINES T (EFMA) > (BB91AR)

Malaysia
BT

Employment Act 1955 (“EA 1955")
K1955FE{EEY ( “EA 19557 )

Industrial Relations Act 1967 (“IRA 1967")
«1967FE4ERZEY ( “IRA 19677 )

Trade Unions Act 1959 (“TUA 1959")
C1959FET &%y ( “TUA 1959”7 )

Employees Provident Fund Act 1991 (“EPF 1991")

1991 FEETRELIEY

( “EPF 1991”7 )

Employees’ Social Security Act 1969 (“SOCSO Act”)

19694 B TH-E R

Vietham The Labour Code
Eg CEEEY

Equal-opportunity and anti-discrimination

The Group provides equalopportunities foremployees
in respect of recruitment, training and development,
job advancement, and remuneration and benefits. The
employees would not be discriminated or deprived of
such opportunities on the basis of gender, ethnicity,
religion, colour, age, marital status, family status,
pregnancy or any other discrimination prohibited
by applicable laws. ISDN also appreciates cultural
diversity in the development of the Group and
therefore employs people in a wide range of ages and
ethnicities. The Group believes that the exceptional
working experience, skill-set and professional
techniques brought by the cultural diversity is of
paramount importance to the success of the company
and makes for a friendly and harmonious workforce
by building the trust among employees.
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Other benefits and welfare

Apart from the basic package, other benefits including
severance pay, mandatory/central provident
fund, employment compensation insurance,
medical insurance, unlimited times doctor visit
reimbursement, annual leaves, sick leaves, additional
remuneration and benefits to reward and recognise
performing employees such as performance-based
bonus, commissions and variable annual bonuses are
provided discretionarily as well. Besides, based on
the different job duties of employees, local travelling
(parking and petrol inclusive) allowance, mobile
phone allowance, overseas travelling and meals
allowance, and overtime taxi claim are included in
the total remuneration and benefits package for
employees.

B.2. Health and Safety

The Group has established work safety policies and
procedures to ensure that its operations are fully in
compliance with the applicable work safety laws and
regulations on both local and national levels. The
Groupis actively engaged in caring for the wellbeing of
its employees through adopting various occupational
health and safety training and measures; specific
instructions and guidelines to ensure employees’
health and safety are well developed and efficiently
communicated to maintain a healthy and safe working
environment for employees. The management of the
Group is responsible for the overall health and safety
performance of employees to ensure workplace
safety. For instance, the management levels of the
Production Department have attended the Production
Safety Training ( «ZE4£EIEHIY ) under PRC's
Safety Supervision Bureau (ZEi/S) in the year
under review, to gain a greater understanding of
safety standards and policy on maintaining a safe
working environment and procedures for the staff.
The Group has been providing health and safety
training in internal communications and briefings in
the production plants to promote safety awareness
among employees.

Regular drills are held to enhance fire safety amongst
the staff. Fire equipment such as automatic smoke
spray system and powder fire extinguishers are in
place to prevent employees from fire hazards.
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Due to the nature of its operations, the Group
has provided suitable safety protective clothing
and personal protective equipment (“PPE’) to
employees including helmets, safety shoes, gloves,
earplugs and masks. The Group conducts annual
physical examinations of relevant employees at the
operation sites to ensure the risk of occupational
diseases can be recognised and addressed.

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

HRNEENE, AEEEHE TRTESENREN
ERYLEAG#EERE ( “PPE” ) , BIEBEE.
Z2HE. FE. BELRAR, AKESFEEXL
RHRTER S TIEITRR, MHERBERRRSE@H
PEIIDSY L

AREHE, AEERSUTHRSEIRENZE: A
BARARRIAR

Table 8 Laws and Regulations related to employees’ Health and Safety with Which the Group has Complied

RO AEEFEHHEE TRRMZEFMNERER
ang Kong

Occupational Safety and Health Ordinance, Chapter 509
& KR REREEG 85098

Employees’ Compensation Ordinance, Chapter 282

CETIHERG)> 55282%
People’'s Republic of China

Production Safety Law of the PRC

rhEE AR HEFH CHEARLME R EEEEY
Regulation of Insurance for Labor Injury
K TR %)Y
Singapore Workplace Safety and Health Act, Chapter 354A (WSHA)
B KIEBETREMERE (WSHA) » SE354A%
Work injury compensation is governed by the Work Injury Compensation Act, Chapter 354
THEEETE «TIHEEERY 53545
Malaysia Workmen’s Compensation Act 1952 (WCA 1952)
BakFhaE 19525 85 TRE(EEY  (WCA 1952)
Occupational Safety and Health Act 1994 (OSHA 1994)
1994 R L el fEEERY  (OSHA 1994)
Vietnam The Labour Code
i EBEY

During the reporting period, there was no incidence
of work stoppages, labour disputes, litigation, claims,
administrative action or arbitration against the
Group. The Group is confident in achieving its target
about zero work-related injuries or incidence of
occupational hazards in the next five years.

B.3. Development and Training

The Group regards employees as the most valuable
asset that allows the Group to produce products of
high quality. Therefore, a series of formal training
courses are provided on a regular basis to ensure
employees are equipped with professional and
qualified skill-set. Sticking to its performance
incentive plan that encourages its employees to
participate in ESG implementations and be more
sustainability-conscious, the Group has introduced a
systematic induction training for new employees that
include understanding the Code of Conduct, Company
Policy, Environmental Policy, Ethics and Safety Policy
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apart from health and safety training-related topics
mentioned in B.2. Health and Safety. The training
for the management of the Group has also been a
significant part of the training system in the Group,
which arranged “A Practical Guide to Corporate
Secretarial Practice & Ethics Integrity” training
programme in FY2019.

In FY2019, middle and senior management and some
outstanding employees were allowed to develop
their skills and knowledge in various training courses
including Financial Tools To Evaluate Project Viability,
Efficient Time Management, Inter-departmental
Communication and Collaboration, Strategic Sales,
Workplace Success Tips, Diecasting Technology
Training, 3D Modelling Training and IRIS Internal
Audit, in accordance to the specific requirements of
their positions. For instance, staff in the Accounting
Department enrolled in the accounting-related
Continuing Professional Development courses and
employees in the Sales Department participated in
various product-related training courses to improve
knowledge at work. To maintain a 5% increase in the
average hours each employee spends on training
every year, the Group endeavours to improve its
measurement on the overall training hours and the
training time of its staff by gender and positions, to
ensure transparency on providing equal opportunities
amongst all the employees. The Group also aims to
introduce a post-training feed system in the coming
years in order to review and access the effectiveness
of the training and identifying gaps yet to be improved.

B.4. Labour Standards

InFY2019,the Groupwasin compliance with the related
Employment Act, Labour Laws and Employment
Ordinance of the countries where the Group operates
in terms of employment management, and there was
no child nor forced labour in the Group’s operations.
The recruitment mechanism of the Group is strictly in
line with the guidelines of the Group’s human resource
department. During the process, a recruitment
guestionnaire is used to collect personal, educational,
and employmentinformation of job applicants. After all
necessary data related to employment is verified, the
qualified candidate would be hired in accordance with
the job requirement and employer’s expectation and
provided a healthy and sustainable work environment.
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OPERATING PRACTICES

B.5. Supply Chain Management

As a socially responsible enterprise, it is critical for
the Group to maintain and manage a sustainable
and reliable supply chain that takes environmental
and societal impact into considerations. The Group
monitors the quality of its suppliers and supply
chain practices on a strict and regular basis, and
requires its suppliers to fully comply with the laws
and regulations as well as the Group’s own standards
and specifications.

Procurement policy

The suppliers of the Group are mainly overseas
manufacturers. The Group has established a set of
clear procedures for its supply chain management.
Specifically, the procurement department makes
orders to suppliers according to actual needs and
oversees the entire stock-in and stock-out process
by strictly monitoring the quality of products that go
in and out of the warehouse. Once any unqualified
or defective product is found, a Non-Conformance
Report needs to be filled out immediately and the
following compensation or replacement will be
negotiated in accordance with the terms of the
agreement or contract.

The Group recognises the importance of collaborating
with reputable suppliers who offer reliable, cost-
effective and technologically advanced products in
order to meet the engineering needs of its customers.
With a broad customer base comprised of industries
such as medicalequipment, robots, mobile phonesand
transportation, the Group typically selects suppliers
based on the suitability and value of components
and parts and/or readily available products they
supply according to the customers’ specifications.
The Group has formulated a standard Supplier
Assessment survey with a set of strict criteria that
evaluates the financial reliability of suppliers, stable
supply of products, delivery time commitment, price
stability and market reputation of the quality of the
products. The suppliers are being assessed based on
factors including their reputation, the quality of their
products and their receptiveness to feedback. The
selection of new suppliers is normally carried out
by Sales or Sales Administration based on criteria
stated in the New Supplier Qualification or historical
track record. An annual assessment of suppliers is
normally conducted at the end of the financial year.
Suppliers fail to meet requirements will be brought
for discussion in the yearly Management Review for
further actions. Sourcing for supplies is generally
executed by the subsidiary or branch office where
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the related suppliers are located and it usually takes
place in the PRC, while the parent companies of
such suppliers are usually located in Asia or North
America.

The Group maintains a close liaison with its suppliers

mainly through the methods below to ensure that

they comply with relevant laws and regulations

and strictly stick to their corporate ethics during

operations:

e Communicate with suppliers via meetings, emails
and telephone calls;

* Talk to suppliers on a regular basis;

* Ensure the on-time payment;

e Build sound relations with suppliers’
representatives;

* Avoid rush orders wherever possible;

e Address any issues of concern promptly from the
suppliers;

e Refer damaged or faulty goods to the suppliers
timely with supporting documents; and

* Be prepared to review, renegotiate and adjust the
terms of trade with suppliers from time to time.

Machinery and equipment maintenance

The Group’s machinery and equipment are primarily
comprised of computer numerical control (CNC)
machines as well as sawing and milling machines for
die casting or stamping, and are generally sourced
from manufacturers in the PRC and the United
States. In order to maintain the performance and
functionality of the machine and equipment, regular
cleaning and maintenance activities are carried out to
ensure the production will not be adversely affected.
As a result, customers and businesses would not
be impacted due to the insufficiency of machinery
or equipment failure. Given the firm and stable
relationship between the Group and its suppliers,
the Group did not experience any major difficulty
in obtaining adequate supplies for its production in
FY2018.

With a strong ambition to maintain a stable and
sustainable supply chain, the Group has set the
following three short-term targets for its supply
chain management:

e Ensure 100% on-time delivery with a lower
turnover rate and increasingly higher levels of
customer satisfaction;

e Enhancing the accuracy of freight billing
accuracy; and

e Always keeping the inventory turnover within 90 days.
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B.6. Product Responsibility

In FY2019, the Group was in compliance with the
relevant rules, regulations and standards that have a
significant impact on the Group relating to health and
safety, advertising, labelling and privacy matters with
respect to its products and services and methods
of redress. The Group has long been committed to
meeting its customers’ present and future needs,
sourcing and recommending the best products
around the world to its customers, and providing
the best possible after-sales services. According
to ISO 9001:2008 (Quality Management Systems),
the Group has developed and implemented internal
guality management approaches and referred to its
Quality Manual as a guidebook, to better demonstrate
its ability to provide reliable and safe products
and services that meet customer and applicable
regulatory requirements, such as RoHS (Restriction
of Hazardous Substances), while facilitating the long-
term cooperation with its customers through the
effective monitoring and after-sales support.

Customers’ satisfaction

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

Quality control

The Group strives to provide well-suited and
appropriate engineering solutions with quality
service that consistently meet or exceed customers’
requirements. By focusing on the needs and
expectations of customers, improving operations
and services, introducing the latest technology and
products, developing the skills, competency and
commitment of its employees, and establishing
strategic relationships with its suppliers, a strict
quality assurance and control system is established
and in place to ensure the consistency and quality
of the engineering solutions are in compliance with
the standards of the International Organisation for
Standardisation.
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Table 9 List of International Organisation Standards with Which the Group has Complied

=9 AEEETHBIRAARRE

20194 3. HERERRE

Certification Recipient Certified since Quality control area Issuing Expiry date
BEE 20O RRERA B m B IR 4R organization FHR
FEME
IS0 9001:2015 Servo 11 December Factory automation SGS United 18 August 2021
Dynamics 2000 solutions Kingdom Ltd 202148H18H
2000F12811H TrREEELiRTT R
ISO 9001:2015 Precision 11 December Factory automation SGS United 18 August 2021
Motion 2000 Products Kingdom Ltd 202148 H18H
20005F12811H TR B Ehfk 2
IS0 9001:2015 Portwell 11 December Industrial information SGS United 18 August 2021
2000 technology products Kingdom Ltd 202148H18H
2000 12H11H TEEAHES
ISO 9001:2015 Dirak Asia 11 December Industrial hardware SGS United 18 August 2021
2000 accessories Kingdom Ltd 20218 H18H
2000128111 THOemH
GB/T19001-2008 Servo Suzhou 13 February Control series — Guardian 11 January 2021
1S09001:2008 (BRMEEHE 2015 mechanical and Independent 20215F1H11H
BB KBRL 2015428131 electrical equipment Certification Ltd
a)) B RTIAEMAE R

The Group’s procurement policy is to screen, select,
and assess quality suppliers for the provision of the
best available quality products for its production.
During the production process, In-process quality
assurance is implemented throughout the production
line of the engineering solutions to ensure that
defect is identified and corrected at an early stage.
All prototypes must undergo a series of stress tests
and simulation runs to ensure that they meet the
customers’ specificrequirements and needs. After the
engineering systems have been assembled, another
qguality inspection will be performed before they
are packed and labelled according to strict internal
packing standards and delivered to the customers.
Moreover, as part of the total quality management
(TQM) approach, the Group’s management has
implemented continuous improvement processes
for its business operations. These processes are
designed to improve all aspects of its operations
including internal controls that incorporate preferred
financial practices and procedures such as inventory
and accounts receivable management.

Inventory control

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

Intellectual property

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

Consumer data protection

In FY2019, the Group was in compliance with the
Personal Data (Privacy) Ordinance of Hong Kong, the
Personal Data Protection Act 2012 of Singapore and
the Personal Data Protection Act 2010 (“PDPA 2010")
of Malaysia. While company computers and servers
are protected with access passwords, employees, in
the meantime, are instructed of their responsibility
to ensure that data should be collected, stored and
handled properly and securely, as well as the risks
involved with malpractice. The Group strictly abided
by the regulation in the collection, disclosure, usage,
retention, and storage of data to ensure data integrity
and safety during the year under review.

Advertising

The Group has been committed to ensuring that
the sales and marketing departments of the Group
provide precise product descriptions and information
(including the labelling of its products and services)
that comply with the relevant local laws and
regulations to its customers. Any misrepresentation
in marketing materials or exaggeration of offerings
is strictly prohibited. The Group has a legal counsel
to review the sales and marketing materials before
releasing them to the public. The purpose of the
review by the legal counsel is to prevent violations of
the relevant advertising-related laws and regulations.

B.7. Anti-corruption

To promote the highest standards of good corporate
practices and to support the value of integrity and
accountability, and to conduct business transparently
and honestly, the Group strictly adheres to the local
laws and regulations relating to anti-corruption and
bribery, irrespective of the area or country where the
Group conducts its business, such as the Prevention
of Corruption Act (Singapore) and the Prevention of
Bribery Ordinance (Chapter 201 of The Laws of Hong
Kong).
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To prevent any practice related to bribery, extortion,

fraud and money laundering in the company, the

Group has formulated internal policies, regulating

that

e All financial transactions must be accurate,
complete and fairly recorded in accordance with
internal accounting controls; and

* Independent or external professional firms need
to be hired to conduct the internal audit of the
Group, and any weakness or potential risk area
should be highlighted to the management and
will be investigated and addressed promptly.

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

COMMUNITY

B.8. Community Investment

As a socially responsible company, the Group has
fulfilled its commitment to contributing to the
sustainable development of communities where
it operates. During the year under review, the
Group highly encouraged employees to participate
in charitable activities, to voluntarily help the
underprivileged people, to visit the elderly who needs
the care from society, and to financially support the
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youths living in the communities for the pursuit of
higher education.

Not only did the employees endeavour to make
contributions to the community, the Group also
concentrated its corporate efforts on the cultural
advancement in local communities. In particular,
the Group made donations to The Red Pencil on
UOB Chinese New Year Fundraising Dinner, which
the Group believed could significantly improve the
education and well-being of children from low-
income families in the operating regions of the Group.

% Pencil
Humanitarian
Mission
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Information on: 34
(a) the policies; and

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to health and safety,
advertising, labelling and privacy matters
relating to products and services provided
and methods of redress.
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on the issuer relating to bribery, extortion,
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Policies on community engagement to 37
understand the needs of the communities

where the issuer operates and to ensure

its activities take into consideration the
communities’ interests.
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