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INTRODUCTION

In the previous year, the Corona Virus Disease triggered a global instability in
different industries. During the revolution, we see the potential and challenges
of in the industry.

With the continuous grown of internet industry, the profit from consumer
internet has been gradually craved up and the industry officially enters the
“next round” — the generation of industrial internet. Taking this industry as a
core of the new generation, HC Group Inc. (“HC Group” or the “Company”)
and its subsidiaries (collectively referred as the “Group” or “we") continuously
commit to enable traditional industries with internet and data and work
for its vision of being the leading industrial internet group in the People’s
Republic of China (the “PRC” or “China”). In the process of developing its
business, the Group also takes social impact into consideration and hence it
consciously implemented a series of corporate social responsibility programme
to contribute to the community. The Group firmly believes that it is the
most effective way to create long-term value for shareholders and other
stakeholders.

The Group focuses on a number of areas, including environmental protection,
staff performance enhancement, community caring and poverty alleviation.
The Group also actively combats cybercrime and has established the HC
College to share business management experiences with the customers.
Through cooperation with the stakeholders, the Group aims to build a robust
and sustainable business environment.

BUSINESS OVERVIEW

The Group endeavours to become a leading industrial internet group in the
PRC. Since its establishment in 1992, the Group has engaged in pragmatic
and robust development, managed to be listed on the GEM of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) in 2003 with its
stable performance and strength, and transferred its listing to the Main Board
of the Stock Exchange on 10 October 2014. As of 31 December 2020, the
Group had expanded its business to more than 100 cities nationwide, with
branches established in over ten cities and a service team of around 1,658
employees in total.

By focusing on and integrating advantageous resources, in 2019 the Group
established three business segments including technology-driven new retail,
smart industries as well as platform and corporate services, which has invested
and incubated several significant vertical “runways” and formulated a
comprehensive industrial internet ecosystem.

The Group focuses on the vertical tracks of industrial internet and stresses on
ecosystem construction, continues rolling out more and better products and
services to our customers, with improving capability of empowering traditional
industries and creating values for customers.

55

EBE—F  MERBERESIEERETENDE -
AMEZED - BHMAFDTEZTBERMESNEN
ERPRE o

BEPREBRETERRNOTERA  HBEHRA
BTALR LD - GRAATRIEREAT T ¥
5] — EXEBAENR - EEENEEARONH
R BREEARAR([ARA])RENME QR
(oetd[ R @ R A D AR B BRI AR
BB ERAES - AR AT EARLME([HE])E
LENEXTBRBEEERESR - ERREBORE - A
RhEZRIETENTE  FRItABRTHERER
F- RHEENRBULERIL T - ARERE - HREE
REREEMIFHEREREEEZRAMIN

AEEEIES AR - BERRERE  BIHKRY -
BELE MK ER - RE - REEERITEHE LK
FF o YRV BHBEASR BEFPHOFEHEELR
BIYBREARFNENAE BT — (AR A
BERIERIRT o

TEME

REBB NN ATRIEE 2 EXGHRER - K&
ER—NNZFKY - AR EEEREER - K
EBENEENENN S =FEBBHAR I
ARAR(TBZAM])GEMET R —_Z—NE+ A+
BB ABZIERET - HE-—T-TF+ A
=+—H AFECZEBHECLEREZBE LB
W ETHRERTES S I HIE - IRISEBE L4
1,658%1ES °

BARERESEBER  AEBRR-_T-NFEK
TREHEE  BEEX - F6

B OREMCZGRERZEERE  EURTENEE
ERMEERE -

AEEFIEXEMBEERE  ERARERR
THAEPIRHES - BFMERMRE - MaEsn
EX¥  REPAEEENE ) T EERE -

EREEERAT 2020185 HEREARS




2

Environmental, Social and Governance Report 2020

BRIR - B REREE2020

INTRODUCTION, ENVIRONMENTAL, SOCIAL AND
GOVERNANCE POLICIES

This Environmental, Social and Governance Report (the "ESG Report”)
summarizes the environmental, social and governance (the “ESG") initiatives,
plans and performance of the Group, and demonstrates its commitment to
sustainable development.

The Company is committed to becoming a leading group in industrial internet
in China, adhering to the management policies of sustainable environmental,
social and governance development. We are also committed to handling the
Group's environmental, social and governance affairs of the Group effectively
and responsibly, which becomes a core part of our business strategy. We
believe this is the key to our continued success in the future.

The ESG Governance Structure

In 2017, the Group established the ESG Task Force (the “Task Force”). The
Task Force comprises core members from different departments of the Group
and is responsible for collecting relevant information for our ESG aspects for
the preparation of the ESG Report. The Task Force reports to the board of
directors of the Company (the “Board”), assists in identifying and assessing
the Group’'s ESG risks, and assesses the effectiveness of the Group’s ESG
internal control mechanism. The Task Force will also examine and assess our
performance in different aspects such as health and safety, labour standards,
and product responsibility in the ESG area. The Board sets the general
direction of the Group’s ESG strategy and ensures the effectiveness of ESG
risk control and internal control mechanism.

SCOPE OF REPORTING

The general disclosure and compliance issues in this report mainly cover
the principal subsidiaries of the Group in the four major operation units:the
Beijing office, the HC Website (the “hc360.com”), ZOL and the Beijing
PanPass Information Technology Co., Ltd. (“PanPass”) (National Equities
Exchange and Quotations stock code:430073):

o Beijing office is the head office in the PRC of the Group;

e the hc360.com committed to develop a platform on the Internet in
helping small and medium sized enterprises to “improve industrial
efficiency” and “create value for customers”;

e ZOL mainly integrates offline and online retail of electronics products by
leveraging big data and internet technology, and links up various parties
of technology industrial chain to provide online marketing services; and

o PanPass provides lifetime traceability and management services for brand
customers as a platform with Z-SCM, a proprietary intellectual right
supply chain management system, based on the technologies such as
loT, big data, artificial intelligence and computation, markers of digital
code, QR code, RFID, etc. as carriers.
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Unless specified otherwise, the disclosure scope of the Environmental Key
Performance Indicators section of this report covers the Group’s Beijing office,
the hc360.com, ZOL and PanPass. We will continue to expand the scope of
disclosure in the future after the Group's data collection system becomes
more mature and the sustainable development work is enhanced.

REPORTING FRAMEWORK

The ESG Report is prepared pursuant to the Environmental, Social and
Governance Reporting Guide under Appendix 27 to the Rules governing the
listing of securities on the Stock Exchange (the “ESG Reporting Guide”).

The corporate governance practices of the Group are set out in the corporate
governance report on pages 99 to 113 of the annual report 2020.

REPORTING PERIOD

The ESG Report describes the ESG activities, challenges and measures taken
by the Group during the year ended 31 December 2020 (the “Reporting
Period”).

STAKEHOLDER ENGAGEMENT

Stakeholder participation is an integral part of the Group’s continuous
improvement of the sustainable development performance. Therefore, the
Group places emphasis on different stakeholders and their opinions on our
operations and environmental, social and governance issues. In order to
fully understand, respond to and handle the major concerns of different
stakeholders, we have been closely communicating with different stakeholders
including but not limited to investors, customers, suppliers, employees and
the government.

Through various kinds of stakeholders’ participation and communication
channels, we will incorporate the expectations of stakeholders into our
operational and environmental, social and governance strategies. The
communication channels with the main stakeholders are as follows:

Key Stakeholders Communication Channels
FEROE BREE

Employees Employee Opinion Survey
8T BIBRAL

BT R BISIRRLASL - AN R IR RS BUE R Al
MWERBEEEAREENILRERRAE BEE B
BN RERD - FREZBIRIRE ZREBK
P URAIFEBRR TERMEZR - RIS RRAE
B ERE -

WEELR

B AR REARE BB RS ERAIN
S HRREAREHES (% HRRE
SRSl DA R -

BREAASENMEESEHTIEN2020F FHE99
E113EMEEEARENR -

wEHE

B HEREARSHLARENEE-S-FF
+ A=t B FE (AR ) REMEE -
HRREANEED - KEARRAEE -

KhESH

Fin &2 HBRER BRI AFEFRRT A St
R AUASEER RN E RO AIHERIL
BRRE HENEAEBLNER - REEEMRE -
L NMEE TR D ENOEES B ERe
EEANRRKESE - &P - #E8H - BT RBIFER
CORNEES TS S S

BBTRNFSHE2EBERES  RAS/HNE
MHZETARMNEERRE L REAERE
o BHESERBREENT

Channels for Employees Feedback (form, suggestion box, etc.)

BIREERNEE(RE  BRES)
Employee Newsletter and Broadcasting
B TmEAMERE

Intranet

MERASAR

Regular Management Newsletter and Performance Evaluations

E R B B A TERIR AT
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Key Stakeholders Communication Channels
TERNE BREE
Investors/Shareholders Annual General Meeting
REE/RR BREEFAE
Annual Report and Interim Report
F&p RS
Announcements and Circulars
NE RSB
Investor Conferences
REEGH
Customers Customer Satisfaction Survey and Feedback Form
B BERMEERHREMERR

Customer Service Center

BRSO

Customer Service Manager

B2

Customer Service Hotline

BP IR

Customer Meetings

NSl

Group Website

SEPEE
Suppliers Supplier Management Conferences and Events
HER HEREESRELED
Government Written Response to Public Consultation
B EEEER RS

The Group endeavours to improve its performance in the environmental, KRR HRERFPIHNZTNHESEUNERNEE LR
social and governance aspects through mutual cooperation, thus creating % - & REARHEMNERIR  WARFHBERMLE
greater value for our country and our society. SEAIEE AEE -
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MATERIALITY ASSESSMENT ERHRTMG

The management and staff of the Group’s respective major functions have ZAEE& T EHANTEEHE THASHEHE
participated in the preparation of the ESG Report to assist the Group in 3B - @ RERRE - UIHBAEB BT LEES R
reviewing its operations and identifying relevant ESG issues and assess the  REZERIIERRE - e hEAEE  WiHHiEEERE
importance of related matters to our business and each stakeholder. Based — R {FIMEBUARSHNENEEM - RBLTEN
on the assessed significant ESG issues, a data collection questionnaire was 33 - H @ REREZEHE  WRZHIBEWRERS
prepared to collect information from relevant departments and business units 7<% B8R SFT K 75 B AL IR HUE -

of the Group.

The following table is a summary of the Group’s material ESG issues included ~ TRAARFEFHAEBBE ARE  HERELSE

in this report: HZWE :
Report Guide The ESG material aspects of the Group
HEHEL AEERE  HEREREREHE
A  Environmental
A EE
A1. Emissions Exhaust Gas and GHG Emissions 8
Al BERD FER oM = SR EaHERL
Domestic Sewage 10
HIEITK
Waste Management 10
REY BRI
A2. Use of Resources Energy Consumption 12
A2, EIREA BEIREAE
Water Consumption 14
IRBEFE
A3. The Environment and Natural Resources Working Environment 15
A3, RERAAER T e
B. Social
B. #%®
B1. Employment Compensation and Benefits 16
B1. &EfE HER)
Employment, Promotion and Dismissal 18
BEE - B kAR
Equal Opportunity, Diversity and Anti-discrimination 19
#eVvE  Zalb kg
B2. Health and Safety Internal Health and Safety Management System 19
B2. EHEZZE NEME R L 2 EIRHIE
Fire Safety 20
E 2%

EREMERAT 202055 g RERARS
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Report Guide The ESG material aspects of the Group
HEES AEERE  HEREREEREHRE
B3. Development and Training Training Management 20
B3. EE K BIIEE
Training Programs 21
=EillEl=
B4. Labor Standard Prevent Child and Forced Labour 22
B4. BT AR B 1% Takag 45 T
B5. Supply Chain Management Supplier Assessment 23
BS. ftEmEEIR HEBEE
Fair and Open Procurement 24
NSRS YNET
B6. Product Responsibility Advertising and Labelling 25
B6. EmAT BEREE
Customer Service 26
TP R
User Data and System Security 27
P8R R ZFIRE
B7. Anti-corruption Prevention of Corruption 28
B7. R&ES R ERR
B8. Community Investment Corporate Social Responsibility 29

B8.

PNREBE

rEMERE

During the year ended 31 December 2020, the Group confirmed that it REZE-Z-ZT&F+-_A=+—HILFE  AEE#
has established appropriate and effective management policies and control ~ REHIRE - HERE AT ERIAERA RN EIE
systems for ESG issues and confirmed that the disclosed contents are in B REERS - THRAEBEARFTEREIESIW

compliance with the requirements of the ESG Reporting Guide. B o

HC GROUP INC. Environmental, Social and Governance Report 2020
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CONTACT US

We welcome stakeholders to provide their opinions and suggestions. You can
provide valuable advice in respect of the ESG Report or our performance in
sustainable development and email it to songwei01@hc360.com.

A. Environmental
A1l. Emissions
General Disclosure and Key Performance Indicators (“KPIs”)

Global warming and climate change have become major
environmental issues around the world. The Group adheres to the
strategy of sustainable development during the operation. With
the aim to reduce energy consumption and carbon emissions,
the Group has been exploring operating models that have less
harmful effects on the environment, recognising the importance
of good environmental management, and striving to protect the
environment in order to fulfill the Group’s commitment on social
responsibility.

The Group regularly follows the latest national and regional
environmental protection laws and regulations, thereby focusing
on strengthening environmental protection measures in order to
comply with related local laws and regulations and fully implement
environmental policies. The Group complies with applicable laws
and regulations, including “Environmental Protection Law of the
People’s Republic of China”, “Law of the People’s Republic of
China on the Prevention and Control of Atmosphere Pollution”,
“Water Pollution Prevention and Control Law of the People’s
Republic of China”, and “Law of the People’s Republic of China
on the Prevention and Control of Environmental Pollution by Solid
Wastes”, etc.

In relation to the environmental aspect, this report is mainly
aimed at the environmental impact and related measures of the
Group's offices in the PRC during daily operation. The Group has
formulated relevant rules and regulations for the effective control
and orderly management of the greenhouse gases and harmless
waste generated during operation.

BRI Ak
ROBODHHERHEATGEE - BTURES -
B R EARE SR TR AR E S ORI

EEEH - WEHBZsongwei01@hc360.com °

A BE

Al

HHY
— AR IXEE TR SR AU IE IR ([ 3R A AU 75
#=))

2R LREEEERREIREHE S
MEARREE - NEELES L&A
FREB RS - DURIKREREFER T
BRBERR -—ERREBRFRIBEZE
MEENRN ERRINREEE 875
RERE - UREAEBEAENTEE
Fe

REEE R R B AR IR R
ERER - BT EBFARRARE
RMBRCEERFRER - WAKRBKEE
ER ISR IRF RE NI - NEEETE
RERZER  BE(PEARKNBERSE
REE) - (PEARKMBARSRIDA
E) - (REARKMBEIKSREaE)M
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The responsible persons in charge of the Group’s environmental
affairs supervise the implementation of the above measures
and relevant environmental protection policies. Under the strict
supervision and guidance, every department endeavours to
implement the environmental protection policies of the Group and
ensure that all operation processes comply with legal requirements.
The responsible persons at all levels of environmental protection
will continue to review the policies and implementation procedures
of the Group and report to the management appropriately.
Suggestions would be made if necessary. When unexpected
incident causes abnormal discharge during operation, the
responsible persons should take emergency measures immediately
to prevent the outspread of pollution and report to the
management level in a timely manner for efficient coordination.

During the Reporting Period, the Group did not have any violations
of relevant local environmental laws and regulations in relation
to exhaust gas and Greenhouse Gas ("GHG") emissions, water
and land discharge, and the generation of hazardous and non-
hazardous waste that have a significant impact on the Group.

Exhaust Gas and GHG Emissions

Exhaust Gas Emission

Due to our business nature, the Group does not generate
significant amount of exhaust gas emissions directly during its
operations.

GHG Emissions

The principal GHG emissions of the Group is the energy indirect
GHG emissions generated from purchased electricity and
paper waste in office (Scope 2 and 3) and direct greenhouse
gas emissions from gasoline and diesel generated through
transportation and natural gas generated through heating (Scope
1). The Group actively adopts electricity conservation and energy
saving measures as well as other measures to reduce GHG
emissions, including:

e proactively adopt measures for environmental protection,
energy conservation, and water saving. Relevant measures
are described under “Energy Consumption” in Section A2;

e conduct monthly vehicle maintenance to reduce fuel
consumption effectively, thereby reducing carbon emissions
and exhaust emissions;

e phase out any trucks that fail to satisfy the standards of the
national and regional emission policy (National Standard IV or
EU V), purchase regular diesel and gasoline for vehicles, and
conduct annual inspections to ensure the compliance with
national emission standards;

HC GROUP INC. Environmental, Social and Governance Report 2020
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e environmental principles are taken into consideration when
launching each project at the project level. For example, when
selecting suppliers, consider whether the materials used by
the suppliers in the activities are harmful to the environment
and whether they can effectively save energy and reduce
GHG emissions will be considered; and

e reduce the number of business trips through utilising
electronic communication such as video conference and
WeChat meetings.

In addition to the measures above, the Group will issue
environmental-related memorandum to its staff to raise their
awareness of environmental preservation. Also, notices and posters
relating to the environmental information have been placed
in the offices to promote the best practices of environmental
management.

The summary of GHG emissions performance:

e HHEEHRL WE—EHEELZE
FIRRRA - EREHERHEE
HEBREBHERAZDHETEHR
BEEREEREIE UEE RN
IEREREEEEN : &

o BRBBRERNMESASFTETE
BT ERE -

B?—J: REEHESN - AEEE R E T HFERR
BE  ARSRRER - UbSN - MAE
HEHEREEENBENEER  UEE

REBENREERRE -

RERESERR I A

Intensity — Total GHG

Total emissions in 2020 emissions per employee

Indicator?
BE

Direct GHG Emissions (Scope 1)
BEEAEREHM(BEE)
Indirect Emissions (Scope 2)
REREHEEM(EHBE2)

Other Indirect Emissions (Scope 3)
Hip s (#E3)

Total Emissions (Scopes 1,2 and 3)
/ﬂ?l::/:\rﬁﬁﬁpjﬁz 5(5@1 2&3)

Note:

1. GHG emissions data is presented in terms of carbon dioxide
equivalent and are based on, but not limited to, “The Greenhouse
Gas Protocol: A Corporate Accounting and Reporting Standards”
issued by the World Resources Institute and the World Business
Council for Sustainable Development, the latest released emission
factors of China's regional power grid basis., “How to prepare an ESG
Report — Appendix II: Reporting Guidance on Environmental KPIs”
issued by the Stock Exchange, and the latest release of greenhouse
gas reporting emission factors from the UK Government's Department
of Environment, Food and Rural Affairs (DERFA).

2. The number of employees in our Beijing office, the hc360.com, ZOL
and PanPass covered by the ESG Report is 687 as at 31 December
2020.

(calculated in tonnes) (tonnes/employee)?
20205 HE EE-SURESAERE
(AWEET &) e (i g8 )2

OME(tonnes) 0.0MA(tonnes)
261MA(tonnes) 0.38l#(tonnes)
15 ME(tonnes) 0.02[#(tonnes)
2760 (tonnes) 0.40M(tonnes)
-3

1. OREREBHREEDE_SLREER
) WERBFETRMRERTT
FRERAUHERRTIAEES TIEMN
CRERBEREZTE - CESHERSE
BE) B EMNPERSEFREN
MRET B S FT A RO A AR IR
HERERRE ? M8 BRMAR
BB ERIE S RREBERFNERE -
REAEN FHEB(DERFA)RHEMAH)R
EREREHHREF -

2. ARERERBHARIBENRELER
%%Tﬁzﬁﬂ’]il:,? AL - isﬂﬁ'i : EFE%TT
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Domestic Sewage

The Group also discharges domestic sewage during daily operation,
which is discharged into the urban sewage pipe network after
being purified by the underground sewage treatment facilities.

As the waste water discharged by the Group will be disposed
through the municipal sewage pipe network to the regional
water purification plant, the water consumption of the Group is
considered as sewage discharge. The data on the discharge of
sewage will be described in the section “Water Consumption” in
Section A2.

Waste Management

The Group adheres to the waste management principles and strives
to properly manage and dispose wastes produced by our business
activities. All our waste management practices have been compiled
with laws and regulations relating to environmental protection.
The non-hazardous wastes generated by the Group’s operations
mainly consist of domestic waste. After collected and sorted by the
Group, such wastes will eventually be collected and processed by
general waste service providers. Recyclable wastes (such as paper)
will be recycled for reuse.

We will regularly monitor the amount of domestic waste discharge
and have implemented a number of reduction measures.
The Group's offices have also provided suitable facilities and
encouraged our staffs to sort and recycle the wastes to achieve
the objectives in mitigating wastes, reusing and recycling during its
operations. The Group maintains high standard in waste reduction,
educates its employees the significance of sustainable development
and provides relevant support in order to enhance their skills
and knowledge in sustainable development. With the above
measures we have adopted, the non-hazardous waste generated is
minimized.

HC GROUP INC. Environmental, Social and Governance Report 2020
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The summary of major non-hazardous wastes discharge REEN EZEMEEYPHERRHM

performance for the Group:

Intensity - Total
non-hazardous wastes
discharge per employee
(unit/employee)

RE-SUESHAR

Category of waste Total discharge in 2020

BEEYHHREE
EEYEE R 2020F HE A B (B 1E8)
Domestic Waste! 51.62ME(tonnes) 0.08ME(tonnes)
HVERIR!
Note: =

1. The domestic wastes discharge data covers the operation of our
Beijing office, the hc360.com, ZOL and PanPass. As of 31 December
2020, the total number of employees is 687. The centralised
waste treatment was taken in order to reduce its impact on the
environment

Due to our business nature, the Group does not directly produce
hazardous wastes in its business activities.

Digitalised Office

The Group is committed to establishing a digitalised office. The
office makes full use of the online system, while general business
notices and data transmissions are conducted through the internet
system. Printing and copying are minimised to the largest extent to
reduce paper usage, while double-side printing is also encouraged.
The use of used envelopes and the reuse of used paper, cartons
and folders are also encouraged during daily operation. The office
is responsible for supervising the amount of paper usage and
the waste paper is collected and disposed by the administrative
department and the office. Reusable paper products, such as
briefcases, envelopes, etc. are collected and recycled while the
use of disposable paper products, such as paper cups and paper
towels, is encouraged to minimise to the largest extent. In addition,
the Group places “Green Message” reminders on office equipment
to further enhance employees’ environmental awareness.

Green Procurement

The Group targets waste management from the source by
procuring durable products and encouraging recycling. Computer
equipment is indispensable for our online business platform, and
the Group therefore has to purchase durable models, which are
maintained and managed by the IT department and upgrade
both hardware and software are upgraded on a timely basis. New
computers are purchased only when necessary.
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A2. Use of Resources A2. HFEH

General Disclosure and KPIs

With the aim to actively promote the effective use of resources, the
Group monitors the potential impact of business operations on the
environment at real time and promotes green office and operating
environment by adopting four basic principles, i.e. reduce, reuse,
recycle and replace, thus minimising the impact of the Group on
the environment.

Due to the business nature, the Group has a relatively low
energy consumption and water consumption, especially on water
consumption. As stated in A1, the Group has formulated policies
and procedures related to environmental management to manage
the use of water, electricity and oil by monitoring monthly usage
statistics, focusing on management of key energy-consuming
equipment, and regulating the operation procedure of equipment,
in order to use the energy more efficiently.

The Group strictly complies with the “Water Law of the People’s
Republic of China”, “Electric Power Law of the People’s Republic
of China”, “Law of the People’s Republic of China on Conserving
Energy”, and other relevant laws and regulations. During the
Reporting Period, the Group was not aware of any material non-
compliance of the above laws and regulations.

Energy Consumption

The major energy consumption of the Group during its daily
operation is electricity and natural gas consumption in the
operation, and petrol and diesel consumption via transportation.

The Group has formulated rules and regulations to achieve the
goal of electricity saving and effective consumption. The relevant
specific measures are as follows:

e select energy-efficient equipment and electrical appliances
for use in production and office areas, and gradually replace
obsolete equipment with energy-saving certified alternatives;

e  forbid the use of large-power electrical appliances, such
as heaters, kettles, refrigerators, etc., to avoid overload.
Employees should turn off all electrical appliances that come
with them when they leave office;

. turn off all the unnecessary lights, air conditioners, computers
and other office equipment in office areas, conference rooms
and corridors when they are not in use to avoid any waste;

e avoid the waste of electricity by not allowing employees to

stay in the office after 23:00;

o use energy saving bulbs/LED lamps instead of traditional
lamps;
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e forbid the run of idle equipment, unreasonable electric wiring s EBERBTEH RBLEMET
distribution, etc.; BEERR

e strictly regulate the use of air conditioners. During the e EBRBRTEEANEH  PoRMAE
summer, office air conditioning temperature should be FERFERISERE #HLER
adjusted to not less than 25 degrees Celsius; during the RIRER2ERE - LERREE
winter, the maximum set temperature should be 18 degrees 7

Celsius to avoid the waste of power,;

e remind the employees to turn off their computers (host/ e RESIRBMINEEHEMAAC
monitor) when they go out for a long time, and switch them BETE M (EH FERER) - RSN
to standby or sleep mode when they go out for lunch; and R ERER - et EMEIE 25

HERRERARAE R

e enhance the maintenance and overhaul of equipment, o BB EOMEERE  BEET
maintain the best condition of all electronic equipment for FERFFRENMEE - BROBEA
effective use of electricity. B e

In addition, by posting energy-saving slogans, etc. the Group o AEERBBRAIEERLES - K

instils the consciousness of energy conservation and environmental BERREHZAEINSNE TN ITIENER

protection into the work and life of every employee. Due to our oo EREMIBRUEHIRERERE - ANEE
effective control on energy usage, we have largely reduced our RERD T BERBFE -

energy consumption.

During the Reporting Period, the energy consumption of the Group RARERRE - AREEREFEEMEE
and its intensity were as follows: EA:

Intensity — generated
Electricity consumption  amount per employee

Type of energy (‘000 kwh) (000 kWh/employee)
RE'-SUESR
gERER HREEERKRER EERECKRR ES)
Diesel 0 0
g
Petrol 108 0.56
i
Natural Gas 0 0
Electricity 360 0.52
B
Note: et -
1. The data of energy consumption covers the operation of Beijing 1. ARSEREREBENRESERET
office, the hc360.com, ZOL and PanPass. As at 31 December 2020, FPIRL mAEEs - B8 - PRENELR
the total number of employees was 687. EIKERD - RBEE_ZT_TF+-A

=+—H  KMWEILREASTA °

2. The natural gas usage is presented in terms of MWh and is based on, 2. RARBBDRKEEZ? - W2RE
but not limited to, the conversion factors presented in the website EERRRPEE NER AR EERE

“LS-energy HK" by CLP Power Hong Kong Limited. b B PR R E R T -

EREMERAT 20205%R5E HEREAR
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Water Consumption KBEFE

The water consumption of the Group mainly comes from the REENRKEZER N RAEFRK -
office water. We are not aware of any issue in sourcing water BMSEAMEEINE,PEXNBEEBEHNA
for the aforesaid purpose. We encourage all employees and KEBIE  NEE—ENEEKERE R
customers to develop the habit of conserving water consciously. KERAFHEEMARRAL - 1REET
Pantry and washrooms are posted with environmental messages to EiAARK - EEE—FIRE 7 B TRIEIK
remind employees for water conservation, which results in further B

enhancing our employees’ awareness in water conservation.

We have made significant effort to reduce the use of water AR @ BRINREFKER/IMEER
resources and minimize water usage. During the Reporting Period, BR BRARSHE  XEEHKE
the water consumption (i.e. wastewater discharge) of the Group (BlsKEEME)MEZEA -

and its intensity were as follows:

Intensity' — generated amount per employee

Water consumption (calculated in tonnes) (tonnes/employee)
FAKE (LAMEEHE) ZE -BUEEELAE(M ES)
6,200 (tonnes) 9.02ME(tonnes)
Note: e
1. The data of water consumption covers the operation of Beijing office, 1. RRENKFBEFEEEN R RS RET
the hc360.com, ZOL and PanPass. As of 31 December 2020, the FAI It mAES - 2EE - PRENER
number of employees in Beijing Office and ZOL was 687. RIKERD -REE2 2 -_ZFF+_A4

=+—B ETHER6STA -

Packaging Material BEEHRIE

Due to our business nature, the Group does not produce any final HENERHE » NREETNEETARKRE
products nor does it have any industrial facilities. Thus, it does not S IR BE A TS BiEREE
consume any significant amount of packaging materials during its EREhW A e NEASBEME -

daily operations.

HC GROUP INC. Environmental, Social and Governance Report 2020
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A3. The Environment and Natural Resources A3 RERARER

General Disclosure and KPIs

The Group focuses on the business impact of the Group on the
environment and natural resources and pursues the best practice
with the environment protection. In addition to complying with
relevant environmental laws and regulations and international
standards to properly preserve the natural environment, the Group
has integrated the concept of environmental protection into its
internal management and daily operation with the aim of achieving
environmental sustainability.

Working Environment

The Group is committed to providing employees with a
comfortable and green working environment to enhance work
efficiency. The Group implements a 5S management system (sort,
set in order, shine, standardise and sustain) to maintain office
discipline and environmental hygiene and to keep the personal
office area and public areas clean and tidy. Our staff will monitor
the condition of the living and working environment from time to
time to set up emergency plans in advance, and adopt prevention
and control measures to identify problems and risks on a timely
basis. We will deal with the identified problems and potential risks
in time to maintain a sound working environment.

On the other hand, the Group regularly monitors and measures
indoor air quality in the workplace. The Group maintains indoor
air quality and filters pollutants and dust by using air purification
equipment in the workplace and cleaning air conditioning system
regularly.

— R BETIFFHRABRLIEIE
AEBEEERBEBLRIBIARERD
FE  BRRERRNREES - BT HE
TEIRFARER LB AR - EYIiRE
BARBRIRI - RBERRFEKEZR
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HC GROUP INC.

Social

B1.

Employment

General Disclosure

The success of the Group is highly dependent on its capability
to attract, cultivate and retain employees. Therefore, employees
are the largest and most valuable asset and the core competitive
advantage of the Group. The Group adheres to a people-oriented
approach, respects and safeguards the legitimate interests of every
employee, standardises labour employment management, protects
employees’ occupational health and safety. The Group also
enhances democratic management, protects the vital interests of
employees, and fully respects and values their enthusiasm, initiative
and creativity in order to build a harmonious staff relationship.
The Group's team adheres to the values of “HC's benefit first,
actions correspond with words, true to our word, create values for
customers”.

The Group actively complied with laws and regulations, such
as the “Labor Law of the People’s Republic of China”, the
“Labor Contract Law of the People’s Republic of China” and the
“Regulations on Work-related Injury Insurances”. The Group has
accordingly formulated a series of relevant personnel management
policies to provide employees with a healthy, positive and
motivative working atmosphere, and guides employees to actively
integrate personal pursuits into the long-term development of the
Group.

During the Reporting Period, the Group was not aware of any
material non-compliance of laws and regulations in respect of
human resources.

Compensation and Benefits

The Group, as an e-commerce operator, needs to be more
creative and flexible than traditional businesses. The Group has
established a fair, reasonable, and competitive remuneration
system for salary payments to employees based on the principle
of fairness, competition, incentives, reasonableness, and legality.
The remuneration of the employees of the Group comprises basic
salary, performance bonus, position subsidy, related subsidies
and other various bonuses. In addition, the Group conducts
annual assessments in accordance to changes in macro-economic
factors (e.g. national policies and price levels), industry and
regional remuneration levels, changes in the Group’s development
strategy, and the overall effectiveness of the Group, and makes
corresponding adjustments to staff remuneration.
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The Group has signed and executed labour contracts with
employees in accordance with the Labour Contract Law. The
signing rate of the labor contracts is 100%. In accordance with the
law, the Group legally pays “five social insurance and one housing
fund” for its employees, namely endowment insurance, medical
insurance, unemployment insurance, employment injury insurance,
maternity insurance, and housing provident fund in accordance
to the relevant laws and regulations in the PRC, to ensure that
employees covered by social insurance.

The Group earnestly safeguards the legitimate interests of labour
in accordance with the requirements of the national and local
laws and regulations (e.g. the Labor Law), respects the rights of
employees to rest and leave, and regulates their working hours and
their rights for various types of rest times and holidays. Following
the “Regulation on Paid Annual Leave for Employees” and other
relevant regulations, we implement the paid leave policies for
employees. In addition, employees are allowed to apply for flexible
working schedule based on their job requirements.

The Group has been committed to providing thoughtful and
comprehensive employee benefits and actively organising various
activities. On the one hand, it creates a warm family atmosphere
with meticulous care to employees. On the other hand, it helps
employees to enjoy work-life balance through such benefits. The
relevant benefits and activities are as follows:

° organise various recreational activities, such as annual dinner
and festival activities etc. to enhance the sense of belongings;

o provide employees with free drinks and snacks during rest
periods;
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e provide family vacation benefits such as marriage leave and
maternity leave so that employees can spend time with their
families; and

o deliver festive foods, such as mooncakes and Zongzi, to
employees during certain traditional festivals (such as Lunar
New Year, Mid-Autumn Festival and Dragon Boat Festival) in
recognition of their contributions and dedicated work to the
Group.

Employment, Promotion and Dismissal

The Group has continuously established and improved its recruitment
and selection system. In the recruitment process, we will standardise
the hiring procedures and recruitment principles, adhere to the hiring
principles of morality, knowledge, ability, experience and fitness
applicable to job positions as well as the principles of justice, fairness,
equality, and openness, so as to continuously attract talents.

The Group specifies the basis and process for staff promotion, transfer
and demotion management, regulates the departure process, and
protects the interests of both employees and the Group.

The Group has implemented a fair and open assessment system to
provide employees with opportunities for promotion and development
based on their work performance and internal assessment results so as
to explore their potential at work. In order to optimise the allocation
of human resources within the Group, to provide more opportunities
and platforms for employees’ career development and to meet the
Group's needs of sustainable development, the Group establishes a
reserve talent pool and arranges tailor-made trainings and leadership
positions for key training targets. The Group gives priority to promote
employees who contribute more than the others.
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Equal Opportunity, diversity and anti-discrimination

We also value multiculturalism as it can enhance staff communication
and creativity. The Group strictly complies with national and local
government regulations by adopting a fair, just and open recruitment
process and developing relevant system files to eliminate discrimination
in the recruitment process. Employees faces no discrimination
regardless of race, gender, colour, age, family background, ethnicity,
ethnic tradition, religion, physical fitness and nationality and thus
allowing them to enjoy fair treatment in every aspect including
recruitment, salary, training and promotion. In the Group, male
and female staff received the same remuneration with the same job
duties. The Group endeavours to attract professionals with diverse
backgrounds to join together. We also recruit from different minority
groups, including Manchu, Hui, Mongol, Miao, Zhuang, Tujia, Tibetan,
Duar and Dong, etc.

Health and Safety

General Disclosure

The Group recognises the importance of the health and safety of its
employees, commits itself to providing employees with a healthy,
safe and comfortable working environment and strives to eliminate
potential health and safety hazards at workplaces. We enforce relevant
laws and regulations such as the “Labor Law of the People s Republic
of China”, “Law of the People’s Republic of China on Prevention and
Control of Occupational Diseases” and “Fire Protection Law of the
People’s Republic of China”, etc.

During the Reporting Period, the Group did not record any accidents
that resulted in death or serious physical injury and no claims or
compensation were paid to our employees due to such events, and
was not aware of any material non-compliance of laws and regulations
relevant to health and safety of employees.

Internal Health and Safety Management System

The Group maintains an internal audit and inspection system to ensure
the health and safety of customers, the public and employees during
the operation. The review process is designed to ensure that the
workplace is under constant monitoring and to identify and correct
the deficiencies that do not meet the standard. The Group regularly
reviews the safety issues of offices and actively encourages employees
to report health and safety incidents and risks. The information learned
from proactive monitoring and the issues identified in the retrospective
review will be used to further improve the training programs, policies,
and operation procedures to maintain safe behavioural norms.
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We have developed a series of code of conduct for safety management
in office, which is in line with the mission of “Prevention go first,
Eliminate the invisible dangers” to ensure the safety in the office areas.
The Group regulates the operation procedures, including the placement
of office facilities and office appliances, regional electricity operation,
safety training and exercises, prevention of malignancy accidents, first-
aid treatment tools, setting up fire-fighting equipment and personal
conduct standards for employees. All employees are required to follow
the safety guidelines.

We also arrange body checks for employees and pay particular
attention to employees who have abnormal examination results and
give them treatment advice. We also organise occupational health
seminars to raise the health awareness of our employees.

Fire Safety

The Group has also formulated fire safety systems in accordance
with the “Fire Protection Law of the People’s Republic of China”
and the “Administrative Regulations of Fire Control Supervision of
Construction Works”. Fire drills are conducted to raise the staff's
awareness of fire prevention and improve the fire evacuation plans.
In addition, we also have first aid kits and fire extinguishers in
workplace in response to emergencies.

Development and Training

General Disclosure

As the Internet and technology are developing rapidly in the
e-commerce industry, the Group needs to understand the market
environment and improve their organisation skills and personal
abilities to enhance their competitiveness. The Group focuses
on the internal training and the establishment of development
system. Employees at all levels can satisfy their needs of trainings
through multiple training programs, including induction training,
management skills training, technical skills training and potential
talent training. Through these trainings, they are able to enhance
the skill sets and upgrade the quality of services of the Group, not
only boosting the sustainable development of the Group, but also
facilitating the personal growth of individual employees.

HC GROUP INC. Environmental, Social and Governance Report 2020

B3.

BABIET —RINRRELRZITRRE
REFAAT  HEBEZ ] RERIR
BRRE  RERERARERFARA
IR - BIEAERE - R2HIIR
BB EER  SREETIA - E
BMRE - BTEATTRRBEHE - /7
BEIHNAETREES -

B ARHE R THETTRERR - B
WEFELHTAEEE - RPITSHEM
BEREFIENREEINRERM -

D=k e

REE IR IR P EE AR LAEERT A A
(B ITRUEP BB E BRI &
2HIE  ETNERRIANGEESTH
B N E A BCE BRI EP B A B o 1t
S BAIINE PR E TR B R E 20
R b7 K A R S0 BB A TR AR b LA FE 3 22
B

BRERE

—RIEE

EEFEABKTER  EBAELBRERL
R R BB TSI KR THE A
FABAARES) - fEMmRIHEE D » Bt - &
SEFECERNBERIEIIRERERN
By mBAREY - BRAREI 5
BAA I Z T IR FITE B 2w 2 B AR
BEERETHRENFT R RITE THGE
EE Taers Rt E2NRYE - 80
SHEAFEER RN HETEAKE
RMER -



21

Environmental, Social and Governance Report 2020
RIE - B RERTREF2020

Training Management

The Group has developed training related procedures to regulate
the training management of employees. Internal training is the
main type of training in the Group. The management formulates
annual training proposals and establishes corporate training
files. The management regularly reviews the effectiveness of
different internal and external training courses, so as to improve
the effectiveness of the Group’s training system. The Group will
also conduct surveys with the trainees on their perception of the
training courses, so that the training courses can better meet the
needs of the employees. The Group will also provide allowances,
remuneration and promotion incentives to encourage employees
to participate in external training courses, such as relevant
professional qualifications examinations. According to the training
proposals, the Group evaluates and monitors the implementation
of its training courses to provide appropriate training courses for
different levels of employees.

Training Programs

The Group's in-house corporate training includes various forms of
training courses, such as CEO leadership training, HCL middle level
training, HC management study, HC public seminars by famous
speakers, rotational training on integrated management themes,
HC 90-day mini business school training, new employee training,
potential talent training, etc.

As the Group grows and the number of employees increases, we
provide the management level with a series of courses related to
soft skill development. The goal is to strengthen their leadership
and management skills, which is expected to drive the team to
grow. The soft skills courses mainly focus on the following areas:

o leadership training system;

e all-rounded ability training system; and

. action learning training system.

The Group also recognises the importance of occupational safety
training to protect the personal safety of employees. The relevant

policies have been described in detail in sections B2, “Fire Safety”
and “Internal Health and Safety Management System”.
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Labor Standard

General Disclosure

Prevent Child and Forced Labour

The Group has complied with the “Convention on the Abolition
of Forced Labour” in respect of employment of labor, the “Labor
Law of the People’s Republic of China” in respect of employing
child labor under 16 and their legal rights, and the “Provisions
on Prohibition of Child Labor”, which has been enacted and
implemented since 1 December 2002.

The Group strictly prohibits the employment of any child labour
and forced labor for the business in the PRC. The Group explicitly
states the age requirement in the post of recruitment. New
employees are required to provide true and accurate personal data
when they are onboard. Recruiters should strictly review the entry
documents including medical examination certificates, academic
certificates, identity cards, and household registration information.
The Group has established comprehensive recruitment procedures
to check the background of candidates and reporting procedures
to handle any exceptional situations, as well as the regular
checking and audit procedures in order to prevent any child labor
or forced labor in operation.

In addition, the Group's employees’ overtime work complies
with the principle of voluntariness so as to avoid violation of
labour standards and effectively protect the rights and interests
of employees. The Group also prohibits punitive measures,
management methods and behaviours such as verbal abuse,
physical punishment, violence, and mental oppression on
employees for any reasons.

At the same time, the Group also refrains from appointing sellers
and contractors, that hire child labour or forced labor in their
operations, to provide administrative supplies and services.

During the Reporting Period, the Group was not aware of any
material non-compliance of the laws and regulations related to the
prevention of child labour or forced labor.
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B5. Supply Chain Management B5. REHERE
General Disclosure —R R

In addition to purchasing products according to the specified
standards, price trends and product requirements, the Group
also places great emphasis on the management of potential
environmental and social risks in the supply chain. In order to
regulate the procurement process and cost control more effectively
and improve the transparency of procurement, the Group has
established a rigorous and regulated procurement system and
selection procedures, and puts forward requirements for suppliers
on environmental and social risk control. The Group regularly
evaluates supplier performance, strengthens the management
of environmental and social risks, promotes the sustainable
development of the enterprise, in order to build up the corporate
image and reputation of the enterprise.

Supplier Assessment

The Group expects suppliers to meet our standards in terms of
environment, quality, society, corporate governance, business
ethics, etc. We have established regulations on environmental,
social and ethical standards that require a positive impact on our
suppliers’ environmental and social issues, including operational
compliance, employee safety and health, social responsibility,
business ethics, and environmental protection, etc.

We will take steps to examine whether our major suppliers are in
compliance with relevant laws and regulations and other standards
for health, safety, forced labour and child labor, as well as to
examine suppliers’ awareness of the abovementioned aspects.
We terminate the cooperation contract with suppliers that may
cause or have caused serious pollution or serious social accidents.
Through the above review process, we can minimise the potential
environmental and social risks in the supply chain.
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Fair and Open Procurement

The Group’s procurement process strictly follows the relevant
provisions of the “Bidding Law of the People’s Republic of China”
and other relevant regulations, and is in an open, fair and justice
environment. The Group will not discriminate against any suppliers
and will not allow any corruption or bribery. Employees and other
individuals who have relationship with relevant suppliers will not
be permitted to participate in related procurement activities. The
Group focuses on the integrity of its suppliers and partners. We will
only select suppliers and partners who have good business records
in the past and have not committed any serious law violations or
violations of business ethics. The Group procurement procedure
has a higher chance of involving conflict of interest. To avoid
conflict of interest, projects valued at more than RMB100,000 are
open for tender. The tender team consists of members from several
departments to review and analyse the tender document.

The Group has established a series of approval procedures to
manage potential conflicts of interest in procurement. Before
establishing any business relationship with a new supplier, the
Group conducts due diligence to grasp the background and the
relationship of the suppliers with the Group. The Group requires
suppliers to agree to the anti-bribery and anti-corruption provisions
of our supply agreement. In case of violation, the Group will
immediately terminate the business with the supplier. We also
prohibit suppliers and partners from obtaining procurement
contracts or partnerships through any form of benefits transfer.

Product Responsibility

General Disclosure

As the leading e-commerce service platform in China, the Group
recognises the importance of service quality and corporate
reputation. To be successful in the e-commerce sector, besides
focusing on product design and innovation, a safe and reliable
internet platform is also necessary. We actively ensure the
quality of our services through internal control. We also maintain
continuous communication with our customers to ensure that we
understand and fulfill their needs and expectations, so that we
can improve the quality of our services in the long run. We actively
abide by the laws and regulations related to consumer protection,
such as “Consumer Protection Law of the People’'s Republic of
China”, the “Advertising Law of the People’s Republic of China”,
and “Cybersecurity Law of the People’s Republic of China”, etc.
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During the Reporting Period, the Group did not identify any
material non-compliance of the laws and regulations related to the
quality of products and services.

Advertising and Labelling

We have strict protocols for uploading products onto the websites.
Product sellers are not allowed to post any product information
that violates or infringes intellectual property rights or counterfeit
products. The Group has established a clear guidance for sellers
regarding the posting information. The non-compliance products
are detected through automatic search system and that the
noncompliance products would be delisted. All non-compliance
cases are recorded for future follow-up. Moreover, the sellers who
post non-compliance product information will be disqualified. They
will be forbidden to sell their products in the Group's internet sales
platform. Any cases that may constitute breach of laws are referred
to the judiciary. Conscientious verification is required before
becoming the seller and user to protect users’ rights and benefits.

In relation to the brand promotion and advertising, we strictly
comply with the “Advertising Law of the People’s Republic
of China”, ensuring that all information published through
advertising, promotion, marketing, media conferences, brochures,
mobile phone manuals, etc. are true and in full compliance with
applicable laws and regulations. The Group specifies the norms and
standards for the label to avoid misrepresentation and exaggerated
descriptions. In addition, we strictly manage offline events and
spokesperson activities to ensure the accuracy and effectiveness of
each of our promotional activities.
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Customer Service

Complaint Management

Customers can file complaints by mail, telephone, touch screen
terminal, or in person. The Group has dedicated personnel and
facilities to record the complaint process and keep the process
confidential to protect the interests of all parties involved and to
ensure that the complaint process is conducted fairly and properly
recorded. The Group has set up quality inspection departments
and customer service departments to handle complaints. They are
responsible to explain the complaint process to the complainant,
conduct detailed investigation, reasons analysis, verification,
actively monitor and manage the complaint process, coordinate
and communicate with the parties involved, record all relevant
results in an accurate and confidential manner, and properly
respond to the complainant. All preliminary complaints and
comments will be processed and responded directly by the quality
control department, sales department, and customer service
department within 24 hours. We require that every complaint
should be properly submitted to and handled by the responsible
personnel and manager and prohibit staff from reaching a private
settlement with the complainant.

The Group regards customer complaint management as an
important part of service quality improvement of the e-commerce
platforms. The complaints are regularly reported to senior
management for review. We are committed to understanding the
facts and causes of each complaint case. In this way, the Group
identifies the responsible parties and ways of improvement, makes
recommendations and ensures that the relevant administrative
departments can immediately implement the necessary
improvements.

Customer Privacy Protection

The Group is committed to complying with the privacy laws
and regulations in the PRC, including the “Cybersecurity Law
of the People’s Republic of China”, etc., and has established
corresponding systems, rules and procedures, and purchased
corresponding equipment to ensure that the customer privacy
rights in the operation process are strictly guaranteed. The Group
has issued a data collection statement in each e-commerce service
provision platform, informing customers that all personal data
collected will be treated as strictly confidential and for exclusive
use only. At the same time, all employees responsible to handle
customer data must comply with the guidelines for handling
personal data. Only the authorised employees can access the
restricted information upon approval. Disciplinary actions will be
taken in violation of relevant guidelines. Except as provided in
the relevant laws and regulations, the Group will not publish or
disclose user information to any third party without the permission
of the user.
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User Data and System Security

As one of the leading industrial internet groups in the PRC, the
Group has established a comprehensive data acquisition system.
The data collected through the Internet will be encrypted multiple
times to ensure the security during transmission as much as
possible. The Group has established policies to regulate the use
of working networks, including prohibiting the disclosure of
passwords of the internal account, changing passwords of the
internal account regularly, and setting up guest wireless accounts.

The Group strictly prohibits anyone from transmitting the Internet
Protocol Address (IP address), account number, password and
related information of the server room, which is regarded as
company confidential data. Our servers are equipped with antivirus
software, firewall, intrusion detection and prevention system to
resist external attacks. To ensure the security, the services are
under 24-hour monitoring by a professional security team.

The Group has developed relevant policies to enhance the data
backup and management to prevent the loss of core data and
secure the data in disaster situations. We effectively classify data by
the time of storage, amount of data stored in backups, importance
of the data, effective use period and specific usage. We also
perform assessment regularly to test the integrity and recoverability
of the data backup.

The Group complies with the “Cybersecurity Law of the People’s
Republic of China” and adopts technical measures and other
necessary measures, so as to ensure the safe and stable operation
of the network, respond to network security incidents effectively,
prevent illegal criminal activities and maintain the integrity,
confidentiality and availability of the network data.

Anti-corruption

General Disclosure

The Group believes that a clean corporate culture is the key to
our continued success. Therefore, we recognise the importance
of anticorruption work and system building, commit ourselves
to building a clean and transparent corporate culture. We strictly
comply with the provisions of laws and regulations such as the
“Company Law of the People’s Republic of China”, “The Bidding
Law of the People’s Republic of China”, “Interim Provisions on
Prohibiting Commercial Bribery” and “Regulations of the People’s
Republic of China for Suppression of Corruption”, etc.
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During the Reporting Period, the Group was not aware of any
material non-compliance of laws and regulations concerning the
prevention of bribery, blackmail, fraud and money laundering.

Prevent Corruption

Internal Control Mechanism

The Group has set up an anti-bribery function, which is responsible
to formulate the framework for anti-bribery and corruption policies,
guide and supervise the implementation of policies and procedures
of the Group’s operations at all levels. Each of the Group's
subsidiaries will report any suspected bribery and corruption
incidents to the Chief Financial Officer (the “CFQO") of anti-bribery
function. The CFO will then conduct further investigations and
determine appropriate action plans when necessary.

The Group pays attention to the potential bribery and corruption in
the procurement process. Therefore, we have established rules and
regulations to regulate the procurement process properly, which is
described in Section B5, “Fair and Open Procurement”.

Code of Conduct for Employees

The Group does not allow any form of corruption. Severe
punishment measures will be taken once the corruption is
confirmed. The Group has a strict internal control system and has
established regulations on anti-corruption, which all employees
must comply with, including:

o employees are strictly prohibited from exploiting their power,
influencing the decision making, and misappropriating the
assets and data of the Group for personal benefits;

o employees must actively support and cooperate with the
audit department. If any obstructing behaviour against the
work of internal audit were identified, the employment will
be terminated immediately;

e directors and employees are not allowed to obtain or provide
benefits to customers, contractors, suppliers or parties with
whom the Group has business relationships; and

e the employee who is engaged in exploiting power,
malpractices, misappropriation of funds and accepting bribes
will be dismissed by the Group, and will be transferred to the
competent judiciary authorities for further action.
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Whistleblowing mechanism

The Group has established a whistleblowing mechanism to
maintain integrity and transparency of the Group. The Group also
encourages employees and all business-related parties, including
customers and suppliers, to proactively report any suspected
misconduct issues (such as negligence, corruption and bribery,
etc.) anonymously to the management of the Group by telephone
or email. Management will handle the report promptly, fairly and
confidentially. On the other hand, the whistleblowing mechanism
also ensures that whistle-blowers will not be treated unfairly and
will not be dismissed or disciplined without a proper reason.

Community Investment

General Disclosure

Corporate Social Responsibility

The Group believes that the company is a social cell that grows
with the nurturing of social maternity while shoulders the
responsibility of returning to society. As a responsible corporate
citizen, the Group has always been committed to supporting
various public welfare and community activities and hopes to
contribute to the community through professional services. The
Group actively cooperates with charitable organisations to organise
social activities to support public welfare and charitable projects,
so as to establish a good corporate image while fulfilling social
responsibilities.

The Group is committed to cultivating employees’ sense of
social responsibility. Thus, the Group encourages employees to
participate in charity activities during their work and private time
to make greater contributions to society. It has also been arranging
for the Group’s staff to participate in charity events related to
environmental issues, donations for students and social services.
We believe, employees can raise their awareness of citizen and
establish the correct values through participating the charitable
activities personally.

The Group will continue to expand our business, contribute to
our community in different ways and promote corporate social
responsibility.

During the Reporting Period, the Group participated in the
following activities:

1. In 2020, the Corona Virus Disease pull every Chinese people’s
heartstring. The Group contributed in the prevention and
control of the pandemic. On 6th February, The Group
donated 200 RHT atmospheric treatment machines to
Wuhan, including 50 to Wuhan Jinyintan Hospital and 30 to
Wuhan Union Hospital.

2. Under emergency of insufficiency of materials due to the
pandemic, PanPass donated around 100 thousand anti-
counterfeit labels to enterprises and brands, helping the
public to identify authenticity.
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The ESG Reporting Guide Content Index of the Stock Exchange of Hong Kong ~ EFEHAXZABAR A BIMNGRE - t & RERRE
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Subject Areas, Aspects,

General Disclosures and KPIs  Description Section/Declaration Page
B —REER
BRENEE it -0 L B
Aspect A1: Emissions
BEA1 : HEBY
General Disclosure Information on: Emissions P.7-11
(@) the policies; and
(b) compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to Exhaust
Gas and GHG emissions, discharges
into water and land, and generation of
hazardous and non-hazardous waste.
— AR ER BRABERIAEREHN - MKk THeEE B
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(@ BE: &
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KPI'A1.1 (“comply or explain”)  The types of emissions and respective Emissions — Exhaust Gas and GHG P.8-14

emissions data. Emissions, Domestic Sewage
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fREE]) 557K

KPI' A1.2 (“comply or explain”)  GHG emissions in total (in tonnes) and Emissions — Exhaust Gas and GHG P.9
intensity. Emissions
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KPI A1.3 ("comply or explain”)  Total hazardous waste produced (in tonnes)  Not applicable — Explained P.11
and intensity.
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KPI'A1.4 (“comply or explain”) ~ Total non-hazardous waste produced (in  Emissions — Waste Management P.11

tonnes) and intensity.
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Subject Areas, Aspects,
General Disclosures and KPls
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KPI'A1.5 (“comply or explain”)
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Aspect A2: Use of Resources
BHEA2 : EREA

General Disclosure
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KPI'A2.1 (“comply or explain”)
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KPI A2.2 (“comply or explain”)
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KPI A2.3 (“comply or explain”)
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Description

i pus

Description of how hazardous and non-
hazardous wastes are handled, reduction
initiatives and results achieved.
HIUREHE P2 M b R PTG AR ©

Policies on the efficient use of resources,
including energy, water and other raw
materials.
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Policies on the efficient use of resources,
including energy, water and other raw
materials.

BREAER(BEER  KREMEREME)H
R ©

Direct and/or indirect energy consumption by
type in total and intensity.

R B S MEER SHEEREEE RS
o

Water consumption in total and intensity.
BFEKBEREE -

Description of energy use efficiency initiatives
and results achieved.
AR IR AR 5T &I PSR ©

Section/Declaration

iy L

Emissions — Exhaust Gas and GHG

Emissions

PR — BE R MOR = RAEHER

Emissions — Waste Management

BERRY) — BEIBRIE

Use of Resources

B A

31

Page
HH

P.8-9

P.10-11

P.12-14

Use of Resources — Energy Consumption P.13

BIRE A —BERERE

Use of Resources — Water Consumption

BIRER— KRB

Use of Resources — Energy Consumption

BIREE R — BEIRHFE

SWEmMARAT 2020 E

P.14

P.12-13

gRERRSE
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Subject Areas, Aspects,

General Disclosures and KPIs

BE - —REER

BRERER

KPI A2.4 ("comply or explain”)

BRBERUEEA2.4([ TE TR

)

KPI' A2.5 (“comply or explain”)

RABREBIBIZA2. 5([ B STRLER

=)

Aspect A3: The Environment
and Natural

Resources
BHA3 : BERXAER

General Disclosure

—RRIE

KPI' A3.1 (“comply or explain”)

R BRI RA3N ([ NETRLAF
D)

Description

P

Description of whether there is any issue in
sourcing water that is fit for purpose, water
efficiency initiatives and results achieved.
et SREUE AR E R B R - LA R
KRGS B R PRISRR -

Total packaging material used for finished
products (in tonnes) and with reference to
per unit produced.

R mATAaEMEHNAE (AE) RE4E
EBMEE -

Policies on minimizing the issuer’s significant
impact on the environment and natural
resources.
BIREITALRBE R RARERENERNZER
R

Description of the significant impacts of
activities on the environment and natural
resources and the actions taken to manage
them.

B EBEHUHRERRAERNEATER
EEMEREFATENTTE

HC GROUP INC. Environmental, Social and Governance Report 2020

Section/Declaration

x:ip L

Use of Resources — Water Consumption

BIR{E A —KIREFE

Not applicable — Explained

TEA-ERE

The Environment and Natural Resources

RERRAEIR

The Environment and Natural Resources
—Working Environment, Noise Management

RERRAER-TFRE  REETE

Page

HH

P.14

P.15

P.15
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Subject Areas, Aspects,

General Disclosures and KPIs  Description Section/Declaration Page
BE- - —REER
BRERER it E1- 0 L B
Aspect B1: Employment
[EEB1 : &l
General Disclosure Information on: Employment P.16-19
(a) the policies; and
(b) compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
compensation and dismissal,
recruitment and promotion, working
hours, rest periods, equal opportunity,
diversity, antidiscrimination, and other
benefits and welfare.
— R A RRE  BEREA  LERH &R ERE
B FERE - St RERAREMFSE
KN AgHE
(@ BE: Rk
(b) BEFHEHBEITABERZENHBERELS
BIEEHL -
Aspect B2: Health and Safety
[EEB2 : ERREZS
General Disclosure Information on: Health and Safety P.19-20

(@) the policies; and

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

—RRIREE BFRRERZE2IERERRERERSBEBMEE BESLE

BER

(@ BE: K

(b) BEFHETABERZENHBEERZLR
BlE &R}

EREMERAT 202055 w g RERARS



34

Environmental, Social and Governance Report 2020
RIE - HEREREREF2020

Subject Areas, Aspects,

General Disclosures and KPls

Bm - —RiRER
BREMER

Aspect B3: Development and

Training
[ETmB3 : #EKRIEI

General Disclosure

—RRIEE

Aspect B4: Labor Standards

[EEB4 : & T#AR|

General Disclosure

—RRIEE

Aspect B5: Supply Chain
Management
[ETHBS : ftEsEEE

General Disclosure

—RRIEE

Description

P

Policies on improving employees’ knowledge
and skills for discharging duties at work.
Description of training activities.

BRBRTE B BT T/ERE A AN S B A YK
5K o FMIBTES

Information on:

(@) the policies; and

(b) compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
preventing child and forced labor

HRADT IEE T aoa s Ta

(@ BE: K&

(b) BFHETABERZENREEZLR

BIEEFL -

a
b

Policies on managing environmental and
social risks of the supply chain.
EIRHEENIRE Rt g RBECR -

HC GROUP INC. Environmental, Social and Governance Report 2020

Section/Declaration

x:ip L

Development and Training

R AL

Labor Standards

ST

Supply Chain Management

HrEEER

Page

HH

P.20-21

p.22

P.23-24
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Subject Areas, Aspects,

General Disclosures and KPIs  Description Section/Declaration Page
EBE - —REER
BRENER Eiipud =B HE

Aspect B6: Product
Responsibility
[EEB6 : EmEE

General Disclosure Information on: Product Responsibility P.24-27
(@) 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.
— R EEMRERNRBNERELZS  EE - EmEE
BERLEBEEARBRAEL -
(@ BE: Rk
(b) BEFHBEITABERZENRBERZLS
BIEE RS
Aspect B7: Anti-corruption
[EHEB7 : RES
General Disclosure Information on: Anti-corruption P.27-29
(@) the policies; and
(b) compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to bribery,
extortion, fraud and money laundering.
— MR ER BRYI-EEE - BR - BEFLOERE ¢ RE&S
(@ BE: Rk
(b) BFHBEITABERZENHBERZLR
DI E RS

EREMERAT 202055 w g RERARS
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Subject Areas, Aspects,

General Disclosures and KPIs  Description Section/Declaration Page
EBmE - —REER
BRENER it E3:0 Ll HE

Aspect B8: Community
Investment
[EmB8 : NERE

General Disclosure Policies on community engagement to  Community Investment P.29
understand the needs of the communities
where the issuer operates and to ensure
its activities take into consideration the
communities’ interests.

— R R RN R2EREREEMTNEFENE NERE
REEBEHEE R NEFEHBEER

HC GROUP INC. Environmental, Social and Governance Report 2020
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