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About the ESG Report

With sustainability ranking high on our agenda, the board (the
“Board”) of directors (the “Directors”) of Kidztech Holdings
Limited (the “Company”) confirms that the environmental,
social and governance report (the “ESG Report”) reflects the
social and environmental performance of the Company and
its subsidiaries (the "Group”) and the Group's impact in an
accurate and balanced manner. The ESG Report covers the
performance in the environment, social and governance aspects
of the Group's manufacturing facilities in the People’'s Republic
of China (the "PRC") and operations in Hong Kong for the year
ended 31 December 2020 (the “Reporting Period”).

The ESG Report is prepared by the Company in compliance
with the Environmental, Social and Governance Reporting
Guide (the "ESG Reporting Guide") as set out in Appendix 27
to the Rules Governing the Listing of Securities (the “Listing
Rules”) on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange"”) which is relevant to the Reporting Period
and the scope and information herein complies with the
disclosure principles in the ESG Reporting Guide. For details
regarding the Group's compliance with the requirements for
corporate governance in accordance with Appendix 14 to the
Listing Rules, please refer to the Group's annual report for the
Reporting Period.

Our Environment

The Group is committed to minimising its environmental impact
and complying with the evolving laws and regulations on
environmental protection of the PRC and Hong Kong. The Group
approaches its environmental management in a systematic and
comprehensive manner to ensure its environmental policies
are reviewed periodically and are up-to-date to reflect the latest
requirements of the applicable laws and regulations that have
a significant impact on the Group and trends. The Group’s
facilities have been awarded with certificates and the Group
complies with all applicable environmental laws and regulations
of the relevant business areas. During the Reporting Period,
the Group did not encounter any incident of environmental non-
compliance, nor was it subject to any fines for non-compliance.
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Overview of the Relevant Environmental Laws and
Regulations of the Relevant Business Areas

Policies and regulations

BRER

“Category of Classified
Management of Pollutant
Discharge Permits for
Stationary Pollution Sources”
(2019 Edition)
CEE)SRRESFHFADERE
BEGNZZT—NFhr)

“"Atmospheric Pollution
Prevention and Control Law
of the People’s Republic of
China” (2018 Revised Edition)
(pEE AR HEFMBEIA RS0
SEENZE— \FEILE)

Date of issuance and issuer

BmEAHREE

20 December 2019, Ministry
of Ecology and Environment
of the PRC
ZE-hEF+ZA=+H ' H
B4 REIRIE X

26 October 2018, Standing
Committee of the National
People's Congress of the PRC
ZE-NF+HAZ+RE R
BErEARRKAGEHKEE

=3

=]

FHEERERAR

21 MBRBREIRRARAR

e

Main content

EFRAR

Requiring that 107 industries
and 4 general processes should
be subject to discharge permit
management, and that in addition
to these industries, enterprises
identified as key pollutant
discharge enterprises by relevant
environmental protection
authorities with discharge
amounts reaching prescribed
standards shall also be subject to
discharge permit management.
ME07ETENAEBEAITFZ
MAHESFFAIE R - RRHATE -
MRIBLITEIN  MREFEERRI
PIEE MBS EUNEESE
FEIRTHEN  LFERALE
JIETAEIR o

Protecting and improving
the environment, preventing
and controlling atmospheric
pollution, protecting public
health, promoting ecological
conservation and promoting
sustainable economic and social
development.
RENMHKBRE WAKRT
2 REARMER  HEAREX
AR RELCHET SR HER
R o



Kidztech Holdings Limited

Policies and regulations

BURER

“Soil Pollution and Control
Law of the People’s Republic
of China” (2018 Edition)

(P A R AN 1585 2405
SAENZF— \FhR)

“The 13th Five-year Plan for
the Development of National
Environmental Protection
Standards” (2017 Edition)
(BRBRFREFE[+=5]
ERAZN - —+Fhi)

Environmental, Social and Governance Report 2020

Date of issuance and issuer

AR EE

31 August 2018, Standing
Committee of the National
People's Congress of the PRC
ZE-N\FNRA=+—H"
B2 ARRKAGEHES

B

10 April 2017, Ministry of
Environmental Protection
of the PRC (now known as
the Ministry of Ecology and
Environment of the PRC)
ZZE—+tFWMA+H " FER
BRED (R AR RHERLIRE
#B)

Main content

EERR

Proposing to focus on establishing
a corresponding legal system,
strengthening the environmental
supervision on industrial and
mining enterprises, and cutting
off the sources of soil pollution
to curb further pollution;
and implementing classified
management of contaminated
lands, and establishing a
technological system to gradually
promote risk management and
control.

ROES TR AREEESE
MER NMEITRLCERRE
& YENSRRCEB RS
EHESRA+tWETORIEE
B BURMER  ZLHEHE

(G P AT o
B TT

Facilitating the formulation
and revision of approximately
900 environmental protection
standards; and further issuing
approximately 800 environmental
protection standards, including
approximately 100 quality
standards and pollutant discharge
control standards, approximately
400 environmental monitoring
standards and approximately 300
basic environmental standards
and management standards.
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Policies and regulations

BURER

“"Law of the People’s
Republic of China on the
Prevention and Control of
Environment Pollution by
Solid Waste” (2020 Revised
Edition)

(pE A RHEFNE E B8RS
AREGAE) (ZEZTF
B1E)

“Environmental Protection
Law of the People’s Republic
of China” (2014 Revised
Edition)
(hEAREMBIRIBRE
ENZZ—EEILE)

Date of issuance and issuer

AR EE

29 April 2020, Standing
Committee of the National
People's Congress of the PRC
“E-EFNMA=—+AHEAH
B2 ARRKAGEHES

B

24 April 2014, Standing
Committee of the National
People’'s Congress of the PRC
“E-NFMA=+M™AE - F
HEBRARREZARGERHREE
-

5o}
=

FHEERERAR

Main content

EERR

The state shall, in preventing
and controlling environmental
pollution by solid wastes,
implement the principles of
reducing the discharge and
harm of solid wastes, fully and
rationally utilising solid wastes
and making them hazardless
through treatment so as to
promote cleaner production and
the development of the recycling
economy.

B 5 A TR I R0 45 i [ 58 RE 4 ¥T 3R
BESRSE - EEITR D E S
BEMYEMANES 7o haEH
FAEEREY) - WikBERIR A&
FUREBFREEMBERMBER
1 e

Protecting and improving the
environment, preventing and
controlling pollution and other
public hazards, protecting public
health, promoting ecological
conservation, and promoting
sustainable economic and social
development.

RENMRERE > PaaRimE
hAE  REARBEE HBAE
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Policies and regulations

BURER

“"Waste Disposal Ordinance”
(2018 Revised Edition)
CEMBRERE) (ZT—N\F
B1F)

(Chapter 354 of the Laws of
Hong Kong)

(BB EDIFEIB4E)

Water Pollution Control
Ordinance (2021 Revised
Edition)

ORBFREHIED) (ZT=—
FIEIE)

(Chapter 358 of the Laws of
Hong Kong)

(BABENIFE 38 E)

Environmental, Social and Governance Report 2020

Date of issuance and issuer

AR EE

31 December 2018, Legislative
Council of Hong Kong 2018 %
12A318 BV EE

22 April 2021, Legislative
Council of Hong Kong
20214 A228 - BAEAE

Main content

EERR

The Waste Disposal Ordinance
sets out a comprehensive waste
management protocol that covers
the lifecycle of waste from the
point of origination to the point
of final disposal. This includes the
production, storage, collection,
treatment, recycling and disposal
of waste. Clinical waste, livestock
waste and chemical waste are
subject to specific controls,
and the import and export of
waste is controlled through a
permit system administered by
the Environmental Protection
Department (“EPD").
CEMEEEN) BET —E2
HHEME R  REEDR
R SR EE OB M4
B AR BEEMNEE &
T W&k EE BRMEE -
BREEY  MEEYRICEEY
AXFRES - mEYMELQ
AERIRREBEEMNTA & HE
HEITER o

The Water Pollution Control
Ordinance oversees the discharge
of effluent from industrial,
commercial, institutional and
construction activities into public
sewers, rainwater drains, river
courses or water bodies. The EPD
is responsible for issuing licences
that regulate operations that
generate wastewater discharge
(except domestic sewage).
OKBAREHIE) BB T -
E¥E - MBNEEEDERIA
HTKE  KE TEEZENS
Ke RREBEBEEMER  RE
JIIKBER (MERIEEEIFK) °



Policies and regulations

BURER

Air Pollution Control
Ordinance (2018 Revised
Edition)
CERFRE GG (ZF
—\F{EIE)

(Chapter 311 of the Laws of
Hong Kong)
(BBEMIEINE)

2.2 Analysis of Emissions of the Group

“FoRFRF HERERHE FLEZERBRAR

Date of issuance and issuer

AR EE

26 April 2018, Legislative
Council of Hong Kong
201894 A26 8 » &EHIEE

The Group acknowledges the importance of environmental
protection and have adopted certain measures which
are regularly implemented in our business operations to

manage emissions and wastes.

2.2.1 Analysis of emission indicators of the Group

Emissions of exhaust gases

The Group's emissions of exhaust gases
are mainly generated by the combustion
of gasoline by vehicles. The exhaust gases
emitted from the combustion of relevant
fossil fuels mainly include pollutants such
as nitrogen oxides (NOx), sulfur oxides
(SOx) and particulate matters (PM). During
the Reporting Period, the Group's various
production and operation activities emitted
approximately 537.45 kilograms of nitrogen
oxides, approximately 0.69 kilogram of sulfur
oxides and approximately 49.96 kilograms of
particulate matters.

Main content

EERR

The Air Pollution Control
Ordinance is the principal law
regulating air quality. It imposes
emissions controls and sets air
quality objectives and is enforced
by the EPD which is empowered
to control emissions from
construction, commercial and
industrial works.
CERFREHRD) 2HREZE
REEMEEZEM - BRREAR
EHERFMEIEEREER
B UHREREZFNT R
REZSBEEHIESE HENT
X BLER BRI o

2.2 AREBEBEERAO
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Emissions of greenhouse gases

The Group generates greenhouse gases
mainly from the combustion of gasoline by
vehicles and use of electricity. The emissions
of greenhouse gases include direct and
indirect emission of greenhouse gases. The
details of the emissions of greenhouse gases
of the Group during the Reporting Period are
shown in the following table:

Direct emissions
(Tonnes of carbon

Types of greenhouse gases dioxide equivalent)

—  REREEHK

AEEEENRAE
RETEREER
RSB RAE -
BEREENEE
HEPE R R M
e ALEENIRE
HAR AR = REEHE
WEFB T RAT

N

Total emissions
(Tonnes of carbon
dioxide equivalent)

Indirect emissions
(Tonnes of carbon
dioxide equivalent)

BEHH BEE3E 908 g

BERRER (B-—E{tmEE) (B-—E{tBEE) (=St HEE)
(approximate) (approximate) (approximate)

(#921) (#%1) (#921)

Carbon dioxide (CO,) Z&fLR(Co,) 110.50 3,133.00 3,243.50
Methane (CH,) e (CH,) 0.18 715,158.30 715,158.48
Nitrous oxide (N,0) —A{L=ZAN,0) 13.12 14,876,260.61 14,876,273.73
Total st 123.80 15,594,551.91 15,594,675.72
During the Reporting Period, the Group's total REREEE K

greenhouse gases emissions amounted to
approximately 15,594,675.72 tonnes of carbon
dioxide equivalent with an emission intensity
of approximately 47.87 tonnes of carbon
dioxide.

Hazardous wastes

The Group generates hazardous wastes
during its toy manufacturing process. The
hazardous wastes mainly include pollutants
such as hydrocarbons (CxHx). The details of
the hazardous wastes generated by the Group
during the Reporting Period are shown in the
following table:

EEEBERBE
RBENA
15,594,675.72
ZEebixEE - B
WE B # /4787
WE — fbhx o

— BZERY

AEBEITARE
BEPELEBEE
ZY) - T EZBER
QLB (CxHX) &
VSR o REER
WMEBMEEENE
EREEMIBEOT
FKATR



Types of hazardous wastes

“ECREREHER

s FHEERERAR

Total emission

EEREYER HREE
(Tonnes)
(5)
(approximate)
(#7%0)
Benzene (C,H,) K (CHy) 0.0018
Xylene (C,H,,) ZHZER(CH,) 0.212
Toluene (C,H,) B (C,H,) 1.597
Total et 1.811
The Group has specific measures for the REEDHTERE
discharge of hazardous wastes. For instance, REE Y B 58
paint suppliers must comply with (i) regulations HERAER IR o
regarding Polycyclic Aromatic Hydrocarbons AR R
(PAHs) and other substances in paint and (ii) ST)H B2 A
Toy Paint Regulations issued by the United 2 % IR 55 /& (PAH)
States and European countries. Suppliers must A E b 4 B /)
also perform pre-production inspections for K (ii) SE B B
hazardous substances before beginning mass MBI BB By I B
production. All post-production volatilisation ARER - HIERE T
resulting from paint spraying and the pad PHERBHELE
printing process must be filtered before ZAHEEMEE
being discharged into the environment, thus TEERRS - A
minimising the potential risk to human health. BRE A EEE T
All wastewater must be filtered and converted OB BEE
into water for re-using. Hazardous pollutants SIE I BTN
are only discharged after purification and BPRIEP  AIHETT
filtration, conforming with national regulations BB - fEin & ME
for the discharge of atmospheric pollutants. HABEREE
Bl - FTAREKE
EITBBE (LR
NEHEA - BE
REZEY)(E O] 4538
{EMRBR I
TREERGREA
REEEM PR
;'_'E o
- Emission of non-hazadous wastes - HREERE
)
The Group confirms that no non- AR & B 5 5
hazadous waste was produced during KR & B
the Reporting Period. A
EEEEY) o
During the Reporting Period, the Group & | RS
complied with the Atmospheric Pollution - DEm(HE
Prevention and Control Law of the People’s ARKMBEXRS
Republic of China and the Air Pollution Control RPEE)  (ZER
Ordinance (Chapter 311 of the Laws of AREHRG) (B
Hong Kong) and other applicable laws, and BEBIEINE)
regulations that have a significant impact, VA K B2 R B8 A =
relating to air and greenhouse gas emissions REETN - BEE
and generation of hazardous waste. The Group EVNELBED
will continue to assess, record and disclose AFEARZENH
its greenhouse gas emissions and other ME FER LR o
environmental data annually, and evaluate the AN £ E A ET
effectiveness of existing measures to further 1l ~ RLER M B W
draw up greenhouse gas and hazardous waste BEAEREIERRE
reduction targets and working plans. HMEBRRHE > I
BREEE=E=b 0P
o LA — I E
BHER = SR8 MR
LPEE MERER
TiestEl -
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2.3

Analysis of Use of Resources by the Group

The Group is committed to minimising the impact of its
manufacturing processes on the environment and has
been supporting environmental protection. The Group
strives to improve the efficient use of natural resources,
such as minimising waste/emissions and implementing
effective recycling program. Practical measures are
implemented as follows:

° switch off lights and turn off unnecessary energy-
consuming devices when they are not in use;

° promote environmental protection such as saving
water and electricity by slogan or poster in office;

° encourage printing or photocopying on both sides of
paper, where applicable;

° regular maintenance of vehicles with good condition
for operational efficiency;

° adopt the use of electric cars; and

° focus on quality management so as to reduce
wastage and scrap for less pollution resulted.

2.3

REBERER T

$EI§X7}BAH HEUERiRYs
BRENFERER) ¥ —H
ﬁﬂﬁ(‘iﬁiﬁﬁﬁ REBE A
=R ABREE R - B
mBEMDERY, R RE
MEB R UGS o BN
HEEmaT

o HEMMERE - BHERER
T EHFERER R

o EERRE INERAE
SRELB B KK ERIRE
B

o HEEmITEIFEH (I
) BREREE

o FEEREER - BREH
RLRLT - AR EET TR
=

e EAEHE X

L AEESER  RORE
T FERL - fEmUm A 52



—ECRFRE - HEREAHE FLEZERBARAR

2.3.1 Main energy consumption structure of the Group 2.3.1 REEp LR

During the Reporting Period, the total energy REEHME - AEBETA
consumed by the Group in manufacturing processes EiRETEFEIREEL
amounted to approximately 542.51 tonnes of A542 5T MR HE B - H
standard coal, of which approximately 90.71% was #9071 % KEE N -
from electricity, approximately 7.43% was from #9743% K 8 A - 4
gasoline and approximately 1.87% was from diesel. 1.87% PR E5EH - BRI
The breakdown is as follows: T

Comparision of various energy consumption of the Group in 2020
—ECEFEARKETEREFEL L
(tonnes of standard coal equivalent)
(HEREREE)

(approximate)

494.81 (#78h)
500 @
400
300
200
100 40.297 0
No o E@

1
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2.3.2 Analysis of resource utilisation indicators of the 2.3.2 REEBEIRFEREBEZEONT

12

following tables:

Standard Unit

Group
—  Total energy consumption and intensity —  BEERAERE
=
The Group's various energy consumption WMEHRAAEES
during the Reporting Period is shown in the HMeE WO T XA

s

The Group’s total gasoline
consumption in 2020

EAEBEN —ECEEREEAHERAE
(approximate)

(#921)

Litre (1) FH() 37772
Kilogram (kg) F 52 (kg) 27385
Kilogram Standard Coal Equivalent (kgce) T reiZ#EHE & £ (kgce) 40,294.70

Standard Unit

The Group’s total diesel
consumption in 2020

BAEE (Y CECEEAREEHEREE
(approximate)

(#72()

Litre () pan() 8,172.00
Kilogram (kg) F 52 (ko) 6,946.20
Kilogram Standard Coal Equivalent (kgce) T 7iZ#E % & (kgce) 1,012.31

Standard Unit

The Group’s total electricity
consumption in 2020

BEB N “ECEFARKEEEHEHELE
(approximate)

(#72()

Kilowatt-hour (kwh) T ELEF (kwh) 4,003,983.08
Kilogram Standard Coal Equivalent (kgce) T reiZ#E & € (kgce) 492,089.52



During the Reporting Period, the Group's
total energy consumption amounted to
approximately 542.51 tonnes of standard coal
equivalent in its operation with an energy
consumption intensity of approximately 1.66
kilograms standard coal, and the total water
consumption amounted to 58.08 thousand
tonnes with an energy consumption intensity
of approximately 0.18 tonnes. The Group has
set several measures for increasing resource
efficiency. For instance, the Group installed
LED lights to increase illumination more
efficiently in the production line area. Also,
the Group utilised hot runner systems within
injection molding machines to reduce waste.

Use of suitable water sources

The Group obtained suitable water sources
in compliance with the Regulation on the
Administration of the License for Water
Drawing and the Levy of Water Resource Fees
of PRC (2017 Amended Edition).

During the Reporting Period, [there was no
issue in sourcing water that is fit for purpose.
All water supplies were acquired from public
water pipes.

& FTEERARAR

RERE AR - A&
B4 miE A EE
BHREBENA
542 5118 12 % B
B2 RERERELD
7166 T iR EK
e BEKEEAR
58.08F I - B #F
B E ) B0.18M -
ANEFDHTELA
REERIENE
Mo N AEE
DLELEDE - A
EARREREER
&I A BRBAE o it
G REBAREF
BRANERRER
FUARARE o

EREERER

72 B A e 15 ER R
1% BB C BUOK FF AT AN
KEIRE G E R
1BA1) BEUE & &)
KER(ZE—+F
FEFTMR) o

R|EHE - Ao
B BT E A&
EHRKEIR KA
& o FrA kB

RATKEER °
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—  Total packaging materials used for finished
products

The Group mainly uses paper as packaging
material. During the Reporting Period, the
total packaging materials for finished products
used by the Group was approximately 3,110.04
tonnes of paper.

2.4 Analysis of Environment and Natural Resources

2.4.1 Significant impact of the Group's business activities

on the environment and natural resources

The Group conducts its business operations in
compliance with the relevant regulations of the
Catalogue of Classified Management of Pollutant
Discharge Permits for Stationary Pollution Sources
and Law of the People’s Republic of China on the
Prevention and Control of Environmental Pollution
by Solid Waste, and appropriately treats the
generated emissions and pollutants. All emissions
and pollutants are tested and recorded in a
detailed manner, and meet the requirements of
national environmental protection regulations and
emission standards without adversely affecting the
environment and natural resources.

—  RAmEHaERY
Hiaz

AEBEEBFRAK
SRIEBBEME -
REERE - A%
B eIk m i A e
BEMBRENR
3,110.04 ME4E -

24 WELBRERINT

241 NEBEBEHEIRER
BREFRHNEATE

AR BRI CEIES 2R
PSRRI D RE R A 8D
R (R AR MBI E 58
BEMIREIS AR %) 18
RMEREERR  UZE
BEIE FTEE RO RS 2
W o FRBHERAN SR Y
BB e MR - 5
BERREER LR
EER - RERBREAAR
BREKAEZE



3 Analysis of Corporate Social Responsibility

3.1 The Current Status of Employment and Labour of
the Group

3.1.1 Overview of employment status and labour standards

The Group highly values its employees who have
dedicated themselves to the business of the Group.
As a responsible corporation, the Group commits
itself to providing a decent and healthy workplace to
its employees.

—  Employment principles

During the Reporting Period, the Group strictly
complied with all relevant employment laws
and regulations, including but not limited
to the Employment Ordinance (Chapter 57
of the Laws of Hong Kong), the Mandatory
Provident Fund Schemes Ordinance (Chapter
485 of the Laws of Hong Kong), the Minimum
Wage Ordinance (Chapter 608 of the Laws of
Hong Kong), the Sex Discrimination Ordinance
(Chapter 480 of the Laws of Hong Kong),
the Labour Law of the People’s Republic of
China and the Labour Contract Law of the
People's Republic of China and the Production
Safety Law of the People’'s Republic of
China; and had formulated comprehensive
employment policies and systems. The Group
has implemented the employment principles
of “selecting people for jobs, matching people
with positions, and conducting recruitment
openly and fairly”

ZEOTERE HGREARE FLERRERAR

3 DBEMASEESN

3.1 AKEHRERERENS TR

311 EEAR RS TIFERE

AEEREERAES
M FIEMEE - FR—K
BEAENDE  AEEH
hRRERH—ER R
FEH) TAESZ PR ©

—  EBRA

RERE B - A&
EHREETHE
6B R 1% % 2%
BHBERETR
R CRERDD (B
BEIABIFBTE)
(e R TE 5T
SHEBIY (BEEN
F485E) (&K
TEKR) (BEE
% 608%) - (1t
BIEAR RG] (BB
% Pl $£480%F)
(REARKEME
BE)E) R(PE
AREMEZ 2
EEERY WHIE
TEREMEEEEE
HIE - REBMELT
[EABE - AR
HA - ARRQFR
B | MEERE -

15



Kidztech Holdings Limited Environmental, Social and Governance Report 2020

—  Status of existing employees of the Group — A EEHBEES)’
P

Breakdown of existing employees by major indicators as of 31 December 2020

REIEEBESNRERES (BE=2=2F+=A=+—H)

Gender Age
] Fie

" Female ™ Male ® 30andbelow ™ 30-45
M B 30 LA 30-458%
" 4655 " 56 and above
46-55%%, 56m% M LA F

16



As of 31 December 2020, the total number
of existing full-time employees of the Group
was 665. The Group has a relatively balanced
gender structure of employees with 365
male employees and 300 female employees,
representing approximately 54.9% and 45.1%,
respectively, of the total number of employees.
In order to create a non-biased working
environment for its female employees, the
Group strives to ensure that female employees
are entitled to various leaves and insurance in
accordance with relevant laws and regulations.
In addition, the Group actively carries out
various cultural activities to enrich the leisure
time of female employees and strives to create
a more harmonious working environment. The
age distribution of employees in the Group is
also balanced, with employees aged 30 and
below accounting for the largest proportion
among various age groups.

Details of employee turnover

During the Reporting Period, a total of 392
employees left the Group. 224 of them were
male and 168 of them were female. 390 of
them belonged to the production department,
and 2 of them belonged to the sales market
centre.
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The proportion of employee turnover according to major indicators (2020)

BIBERSTEERKLS (ZB2FF)

Gender Department
%5l il

" Female ™ Male ® Production department
g Bt AEED
Sales Market Centre
SHETIZH N
—  Employee welfare — B 157
To guarantee basic labour rights and provide BIREEARY T
decent working conditions for employees, the MEREERER
human resources department is responsible FIEGRE - AN
for overseeing the labour practices and BRHBEEEES
clearly stipulating the rights and welfare TITE#H WEEBT
that employees could enjoy in the employee FMRREEERE
manual. The Group uses its best endeavours BEZEEMEMNKLE
to ensure that policies and procedures on Mo REBEZEHEK
recruitment, contract termination, welfare, BN RSB
wage calculation and overtime allowance BARARE . KRiEE
are strictly followed. Welfare including social #- @ TEE
insurance such as the housing provident H RS
fund, pension insurance, medical insurance, B RAR - WK
unemployment insurance, annual leave, PRAARE %S TIZ% -
maternity leave, sick leave, marriage leave, etc. AR ROEHRMHE
are provided according to the relevant labour M BREEERR
standards, laws and regulations. (PEEAES -
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B RERR) - F
R ER BR-
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—  Employee incentives and promotions

The Group has implemented a series of
incentive policies with a combination of
moral and economic rewards. Outstanding
employees may obtain cash rewards, pay raises
and priority to promotion at the discretion of
management.

3.1.2 QOverview of guarantee of employees’ health and

safety

The Group believes that the health and safety of its
employees is of paramount importance. The Group
believes that all incidents are preventable and takes
a proactive approach through risk identification
and mitigation. To ensure a safe workplace for all
employees, the Group proactively formulated the
policies on production, environment and employees’
health, outlining a series of responsibilities and
safety measures, including fire safety systems,
electrical and mechanical safety systems, industrial
hygiene management systems and work injury
accident investigation systems to ensure the highest
safety and health standards at the Group. During the
Reporting Period, the Group complied with relevant
laws and regulations in regard to health and safety,
including but not limited to the Occupational Safety
and Health Ordinance (Chapter 509 of the Laws of
Hong Kong) and the Law of the People's Republic of
China on the Prevention and Treatment Occupational
Diseases. During the Reporting Period, no work-
related fatalities and lost days due to work injuries
were recorded by the Group.
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Occupational health and safety measures

20

Safety production system

The Group treats employees’ safety and
their working environment with the highest
priority. In order to ensure the implementation
of safety measures and improve employees’
safety awareness, a production safety system
has been developed to provide education
and establish assessments for employees in
different departments, especially focusing on
machine operation for employees from the
production department. Supervisors must
strictly follow the operating procedures to
prevent accidents and ensure the safety of
workers.

Fire safety system

The Group strictly follows fire protection
policies, regulations and technical
specifications. According to the requirements
of the Fire Control Law of the People’s
Republic of China and Provision on the
Administration of Fire Control Safety of the
Group, we have established a specialised fire
protection team to develop and implement
the Group's fire safety system. The Group has
also set up an emergency response team,
equipped with special fire alarm devices
and firefighting apparatus, and arranged
special personnel for regular inspections and
maintenance. In addition, the Group regularly
organises fire drills to enhance employees’
awareness of fire prevention and ensure a safe
working environment.
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3.1.3

3.14

— Training for emergencies

The Group actively held training activities for
emergencies during the Reporting Period. Two
fire drills were held in April and August 2020,
respectively. During the fire drills, employees
from all departments responded positively in
accordance with the code of conduct as stated
in the fire safety policies.

Overview of development and training

The Group believes that training and education
are vital for utilising human resources and
boosting morale among the workforce so as to
raise productivity and product quality. The human
resources department manages the training
management system and coordinates with
responsible departments to organise various training
events. During the Reporting Period, the Group held
17 training sessions with a total training duration
of 9.0 hours, involving over 6,120 accumulated
participants. Trainings covered the employees codes
of conduct, fire drills, orientation, chemical safety,
hazardous waste treatment and machine operation,
etc. Feedback was collected in order to better help
employees improve necessary skills.

Avoidance of child and forced labour

The Recruitment process of the Group is subject
to a stringent internal review process that includes
verifying the personal information of applicants. For
instance, the human resources department collects
proof of identification from candidates to ensure that
their age fulfils legal requirement.
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The Group respects and has complied with
international human rights principles, such as the
United Nations’ Universal Declaration of Human
Rights and the convention of the International
Labour Organisation (ILO). The Group has also
complied with the Prohibition of Using Child Labour
Provisions and will not hire minorities who are under
16 years old. The Group has developed policies
against using child labour and has zero tolerance for
all forms of forced, bonded, or imprisoned labour in
our own operations and in our supply chain.

[During the Reporting Period, all employees were
over the age of 18, and had been properly employed
in accordance with the requirements of all applicable
laws and regulations in the PRC and Hong Kong. No
confirmed non-compliance incidents or grievances
were noted by the Group.

3.2 Analysis of Current Status of Operational
Management

3.2.1 Overview of supply chain management

The Group has the greatest respect for the laws
and regulations that govern its business and always
adheres to international best practices and conducts
fair and unbiased procurement processes when
dealing with suppliers.

The Group has set out clear requirements on
selection and management of suppliers to ensure
standardised management and proper selection
and corporation with suppliers. For the selection
of suppliers, the Group will take the following into
consideration: (1) operating license granted by
and registration with the Industry and Commerce
Bureau; (2) plant size, production capacity and
technology capabilities; (3) stable quality of
production; and (4) integrity and reasonableness of
prices.
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As of 31 December 2020, the Group had 149
suppliers in total. The suppliers are required
to provide information on the scale of their
factories, their production capacity, quality issues
and technology capabilities in the “supplier
questionnaire” prepared by the procurement
department for preliminary screening. Then the
Group would establish a specialised file to record
basic information for the suppliers who meet the
requirements, so as to conduct regular quality
inspections and maintain long-term corporation. In
addition, the Group has developed quality controls
to further ensure the quality of production. In
order to avoid operational risks caused by quality
problems, quality control managers conduct detailed
quality inspections on samples provided by suppliers
from time to time. Further, the Group will regularly
evaluate the performance indicators of suppliers,
such as the product qualified rate and the on-time
rate, and conduct investigations on compliance with
the legal requirements for child and forced labour
avoidance.

3.2.2 Overview of production quality and safety

During the Reporting Period, the Group complied
with all relevant laws and regulations in relation to
product responsibility and no products sold by our
Group were recalled for safety or health reasons,
nor were there any complaints regarding product
or service quality issues. Products were consistent
with the requirements of the GB/T 19001-2016
quality management system.

The Group has formulated a quality manual according
to the GB/T 19000-2016 quality management system
in order to ensure that it can provide all customers
with high-quality products and services. The Group’s
product design, production and customer service
must be carried out in strict accordance with the
quality manual. The Group has also formulated a
series of procedures and operational instructions
to ensure that employees of relevant departments
will observe regulatory measures. Meanwhile, the
Group has full control of its outsourced production
based on the quality manual.
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In addition, the quality manual is reviewed annually
by the Company’s management team to ensure that
it can be updated in accordance with changes of
operating conditions and international standards.

The Group's quality control personnel follow
strict quality assurance processes at all stages
of production, from design, raw materials and
manufacturing to packaging and storage. The
Group has utilised continuous quality assurance,
planning control, improvement and other actionable
plans throughout all stages of production. More
specifically, placing more emphasis on earlier stages
of production in order to discover and resolve
quality issues early on. Risk control measures are
implemented according to different types and levels
of risk identified. For raw materials, semi-finished
and finished products provided by subcontractors,
random inspections and tests are carried out by in-
house laboratories. Defective products are stored
separately and sent to the production line or
subcontractors for repairs.

3.2.3 Protection of intellectual property

The Group has established a detailed intellectual
property management system in accordance with,
including but not limited to the Copyright Ordinance
(Chapter 528 of the Laws of Hong Kong), the
Patent Law of the People's Republic of China, the
Copyright Law of the People’s Republic of China, the
Trademark Law of the People's Republic of China
and the Anti-Unfair Competition Law of the People’s
Republic of China. The system is composed of four
major aspects, namely (1) guidelines, (2) institutions
and responsibilities, (3) policies, and (4) rewards and
punishments.
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3.2.4 Anti-corruption measures of enterprises

Corruption, bribery or fraud in any form is strictly
prohibited. The Group’s anti-corruption policies set
out the standards of conduct to which all employees
are required to adhere to promote integrity in the
workplace. All employees are prohibited from
offering or accepting money or anything of value by
using work as an excuse or any authority granted by
the Group.

The Group has both external and internal complaint
reporting systems in place. For external complaint
reporting, the Group accepts complaints online or via
other telecommunication channels, such as e-mails
and telephone. For internal complaint reporting,
the employee manual specifies the reporting
mechanism and punishments for violations. Once
an internal complaint is received, the administrative
department will carry out on-site investigation(s),
collect evidence, conduct interviews with witnesses
and take necessary disciplinary actions.

During the Reporting Period, the Group complied
with relevant laws and regulations on anti-corruption
and there was no litigation concerning corruption
brought against the Group or its employees during
the Reporting Period.
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3.2.5 Community investment

The Group has established policies relating to
community investment, financial contributions and
donations. The Group supports projects and plans
that meet local community demands, while aiming
to align with the local culture, heritage and morals.
The Group made the following donations during the
Reporting Period:
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Donated HKD1 million to The Community
Chest in February 2020;

Donated HK100,000 to Kidztech Small-scale
Football Club (Hong Kong) (& /N B BREX
(&) )in April 2020;

Donated RMB40,000 to Shantou Chenghai
Charity Federation (SIIZBE T & /B2 E £ E) in
August 2020;

Donated RMB200,000 to Hong Kong Chenghai
Fellowship Association (& /&% /8RB E2)
in August 2020;

Donated RMB50,000 to Shantou Chenghai
Charity Federation (SIIZBE T & /B2 E £ E) in
October 2020; and

Donated HKD110,000 to Hong Kong Sheen
Hok Charitable Foundation (B8 &2 EE$)
in November 2020.
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