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Chapter 1

Introduction

Yue Yuen Industrial (Holdings) Limited (the “Company”) together with its subsidiaries (the “Group” or “Yue
Yuen”) adheres to the core values of “Professionalism, Dedication, Innovation and Service”, and is
committed to becoming the best sports and leisure goods manufacturer and retailer. The Group follows a
sustainable development strategy and has formulated four major business strategies and objectives. OEM's
“economies of scale” business model will be transformed to “economies of value” business model with
innovative services. By providing the most valuable solutions in the overall footwear industry supply chain,
the customers will enjoy services of high value, thus enhancing the competitiveness of our customers, and
achieving win-win outcomes and co-prosperity for both the Company and its customers. The Group is moving
towards sustainable development, by continuing to improve industrial intelligent production technology,
maintaining harmonious and good relations between employer and employees, and satisfying required
environmental standards of production bases as well as following the international trend of sustainability.
Meanwhile, the Group increases employees’ recognition and joint practice of its core values, enhances
strategy planning and promotes the efficiency of implementation through various internal communication
channels, providing the employees with a safe and healthy working environment as well as talent
development and training, promoting and implementing supply chain management policies, and administering
a set of comprehensive policies, mechanisms and measures for environmental protection, and community
involvement and participation, with the objective to carry through sustainable development and operation.

The close cooperation between the Group and the sustainable development department (the “Sustainable
Development Department”) of Pou Chen Corporation (together with its subsidiaries, the “Pou Chen Group”)
helps integrate and provide strategic studies, proposals and project management of corporate social
responsibility issues of the sustainable production of the manufacturing plants in different regions. These
include the codes of conduct of the brand customers for sustainable operation, the compliance with laws and
regulations of local regulatory authorities, the management of labor relations, and responses to the audits
and inspections of the Group's factories conducted by external NGOs. The sustainable development team
also regularly reports to the management on the performance of the aforesaid affairs and provides
recommendations. The Group and its parent company, Pou Chen Group, are committed to responding to the
call of the United Nations' Sustainable Development Goals (“SDGs"). The Group, as a responsible leader in
the industry, is a member of the World Federation of the Sporting Goods Industry (“WFSGI”), and it has been
supporting the principles of WFSGI's Code of Conduct since 2016. The Group's parent company, Pou Chen
Group (comprising Pou Chen Corporation and the Group), also joined the Fair Labor Association (a non-profit
organisation dedicated to protecting workers’ rights around the world, “FLA"), in 2011 as its supplier
member. The social compliance program of Pou Chen Group has been accredited by the FLA since 2018,
which makes the Group become the first and only FLA-accredited footwear supplier globally. Pou Chen Group
issues a sustainability report every year and passes the verification of a third party. The relevant data sources
and calculation logic are consistent with those of the Group, which can ensure the reliability of the content of
the Group's report. The board of directors (the “Board”) of the Company is responsible for evaluating and
determining the Group’s environmental, social and governance ("ESG”) risks, the formulation of the
corresponding strategies, and ensuring that appropriate effective ESG risk management and internal control
systems are established and maintained. Through regular analysis and independent assessments by the
internal audit function, the Board also determines whether the aforesaid systems are sufficient and effective.
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The Board is pleased to submit the Group's 2022 Environmental, Social and Governance Report (the
“Report”) with reference to the Group's policies and performances in disclosure indicators including The
Stock Exchange of Hong Kong Limited (“Stock Exchange” or "HKEx"), Global Reporting Initiative (“GRI"),
Sustainability Accounting Standards Board (“SASB”) and Recommendations on Task Force on
Climate-related Financial Disclosures (“TCFD") etc. during the period from January 1, 2022 to December 31,
2022 (the “Reporting Period”).

Report Compilation Basis

This Report is prepared with reference to the “Environmental, Social and Governance Reporting Guide” (the
“Reporting Guide"”) under Appendix 27 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”). The data disclosed in this Report is derived from the
results of internal statistics and analysis of the Group's internal management systems. The Group has
complied with the “comply or explain” provisions set out in the Reporting Guide under the Listing Rules and
the four core reporting principles, including materiality, quantitative, balance and consistency in the Reporting
Period (as set out below). Details are as follows.

Materiality | Quantitative

Through peer-to-peer benchmarking analysis and This Report discloses ESG key performance
communication with eight major stakeholders, the indicators (“HKEx KPI”) in a quantitative manner as

Group identifies important ESG issues which involve far as possible, and we also increase their

significant environmental and social issues in the transparency by disclosing calculation references
Group's operations. and/or methods.

Consistency ‘ Balance

The Group adopts a management and performance The content of this Report is impartial and reflects

measurement approach consistent with previous years |to the readers the achievements made by the
to enable stakeholders to make a fair comparison of Group in ESG management and performance and
the Group's ESG performance. In the event of the areas for improvement.

inconsistencies, the Group will explain in the report.
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Scope of Reporting

The Group is engaged in two main businesses: (1) the footwear manufacturing business for international
brand customers, and (2) the operation of an integrated sportswear retail network in the Greater China region
as well as event management and sport services. For specific details of the aforesaid businesses, please
refer to the Group’s 2022 Annual Report. This Report only covers the relevant policies and performance of
the footwear manufacturing business of the Group. The environmental data disclosed in this Report mainly
covers areas including Mainland China, Vietnam, Indonesia, Cambodia, Bangladesh and Myanmar, while the
social data is consistent with the scope of annual report. In addition to the six major business regions
covered by the environmental data, it also includes Taiwan, Hong Kong, Macau, the United States, Mexico
and other regions, but does not include the relevant information with regard to the retail and related
businesses as mentioned in the aforesaid item (2). As for the relevant policies and performance of the retalil
and related businesses as mentioned in the aforesaid item (2), please refer to the ESG Report in the 2022
Annual Report of Pou Sheng International (Holdings) Limited (“Pou Sheng”), a listed subsidiary of the
Company.

Reporting Period
The information published in this Report covers the period from January 1, 2022 to December 31, 2022,
which is the same as the financial year as reported in the Group's 2022 Annual Report.

On behalf of the Board

Tsai Pei Chun, Patty
Managing Director
Hong Kong, March 15, 2023
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Financial and Business Performance

Gross Profit Net Profit
Revenue ﬂll" Margin Margin
US$ 8,970-2 23-8% 3-3%
million
1. Shoe Average e Retail
7 Volume Selling Price Network
272.7 uss20.93 71,293
million pairs per pair stores
Shipment by Region Revenue by Category

W Indonesia m Soles, Components &
Oth
W Vietnam ers
Athletic/Outdoor Shoes
Mainland China US$8’9702 /Ou
Others* mn Casual Shoes &
thers Sports Sandals
B Pou Sheng*
*Others include Cambodia, Bangladesh, Myanmar, etc. *Sales of the Group's retail subsidiary in the Greater China region,
including shoes, apparel, commissions from concessionaire sales
and others

External Organization Participation

World Federation of the Sporting Goods Industry (WFSGI)

WORLD FEDERATION OF THE The Group joined the WFSGI since 2016 and has become one of its manufacturer

SPORTING GOODS INDUSTRY

members supporting the principles of the WFSGI's Code of Conduct.

Fair Labor Association (FLA)

[ ]
Falr The social compliance program of Pou Chen Group received FLA accreditation since
Labor 2018, making the Group the first and only FLA-accredited footwear supplier globally.
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Awards & Recognition

® 1SO 50001

24%

factories certified

ISO 50001 Energy Management

e |SO 14001 Environmental management

MSCI ESG Ratings

MSCI

ESG RATINGS

[ccc] B [ BB |

[ A ] AA JAAA

The Group has obtained BB rating from
MSCI ESG Research for seven consecutive
years since 2014, and has achieved BBB

ISO 14064

18%

emissions verified

ISO 14001

28%

factories certified

ISO 45001

95%

factories certified

ISO 14064 Greenhouse Gases Emissions Verification and Validation

ISO 45001 Occupational Health and Safety Management

CDP Climate Change

NCDP

DISCLOSURE INSIGHT ACTION

The Group’s CDP Climate Change Score has
been upgraded from ‘'C" (Awareness) in 2021
to ‘B’ (Management) in 2022.

rating since 2021.

Institutional Investor
Asia Executive Team 2022

o (]
nstitutional
NVestol

2022 ASIA (EX-JAPAN) EXECUTIVE TEAM
MOST (ASIA EX-MAINL

YUE YUEN INDUSTRIAL (HOLDINGS)

Consumer/Discretionary Sector

e Best CEO

e Best CFO

e Best IR Professional

e Best IR Team

e Best IR Program

e Best ESG

e Most Honored Company
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HKIRA
8th IR Awards 2022

hk &

IR Awards

Midcap Category

Overall Best IR Company
Best IR by CFO

Best IRO

Best IR Team

Best IR Company

Best Investor Meeting
Best Investor Presentation
Material

Best Annual Report

Best ESG (S)

Best ESG (G)

Financial Times
Climate Leaders 2022

s | CLIMATE
LEADERS
statista %

Asia-Pacific

The Group was one of only 200
companies across Asia-Pacific
that has achieved the greatest
compound annual reduction in
greenhouse gas emissions
intensity between 2015 and
2020 (emissions relative to
revenue), by 6.3%.
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GOVG rnance

Female \

Independent
Directors Directors
40% 10%

Hang Seng Significant
Composite Index Violations
__ Constitvent .

Supplier Signings of Undertaking

of Ethics & Integrity

98.19% j

~

L4
Rooftop Solar REC Green
Energy Energy %
2,441Mwh 145,075Mwh 16%
Employee Male: Female
284,221 22.3%: 77.7% Scope ] Scope - Scope 3
50,000tCO,e 593,000tCO,e 23,808tCO,e
Sl Female Mgmt Local Mgmt
¢ 56.3% 84.1% Energy Intensity Carbon Intensity
11.6-18.7MJ/pai 2.6-3.5kg CO,e/pai
AVG Training Employees P 9 & aelpar
Hours Trained S Water Water Water
12.5hrs/ppl 100% % Consumption Intensity Recycle%
0 O 9,859m litres 43.3 litres/pair 35.4%
Child Labor Forced Labor | Imlg)g(@ @ ZDHC Waste
: FEM Built Pass
Fair Compensation - 53% 100% 79,050t
Checks CBA . .
100% P 92.9% 12 e Waste Intensity Waste Intensity
o Fass (Hazardous) (Non-hazardous)
Respect for Religion VOE % of 0.03kg/pair 0.31kg/pair
Diversity Conclusion
111 Facilities 99.5% Particulate SO, voC
: 12,049kg 8,587kg 5,429g
Occupational socuu.a.LAnonm
Injury COMVERGENCE *Market Basis
-20.49 Certified 21%
Disabling FR Disabling SR
0.29 12
Earthquake Community
Support Charity Donation
2771 81,000 usp &
families benefited
Benefited Charity
Children Housing
40,986 in total 297 intotal
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Compliance Management

The Group has generally complied with the following applicable laws and regulations which have a significant

impact on the Company, including but not limited to:

ESG indicators Laws and Regulations Internal System

A Environment

Mainland
China

Environmental Protection Law of the People's
Republic of China

Environmental Protection Tax Law of the People's
Republic of China

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

Law on the Prevention and Control of Water
Pollution of the People's Republic of China

Law on Appraising of Environment Impacts of the
People’s Republic of China

Law on the Prevention and Control of Environment
Pollution by Solid Wastes of the People's Republic
of China

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

Myanmar

Environmental Conservation Law (2012)
Environmental Conservation Rules (2013)
National Environmental Quality (Emission)
Guidelines (2015)

Prevention of Hazard from Chemical and Related
Substances Law (2013)

Prevention of Hazard from Chemical and Related
Substances Rules (2016)

Vietnam

Environmental Protection Law
Water Resources Law

Indonesia

Environmental Protection and Management Law

Cambodia

Law on Environmental Protection and Natural
Resources Management of Cambodia

Bangladesh

Environment Conservation Rules, 1997

Administration
Standards on
Environment, Energy,
Safety and Hygiene
Guidelines on soil and
groudwater pollution
management
Guidelines on waste
management
Guidelines on sewage
discharge
management
Guidelines on air
pollution management
Guidelines on
Environmental, Safety
and Hygiene index
management
Guidelines on energy
management
Guidelines on
greenhouse gas
management

Climate change policy

YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED
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ESG indicators Laws and Regulations Internal System

B1 Employment
B4 Labour
Standards

Labor Law of the People’s Republic of China

Labor Contract Law of the People’s Republic of
China

Labor Dispute Mediation and Arbitration Law of the
People’s Republic of China

Employment Promotion Law of the People's
Republic of China

Mainland Social Insurance Law of the People’s Republic of
China China
Regulations on Prohibition of Child Labor of the
People’s Republic of China
Regulation on Special Protection for Underage
Workers of the People’s Republic of China
Prohibition of Forced Labor and Prisoners Labor
Policy and Procedures of the People’s Republic of
China
Mandatory Provident Fund Schemes Ordinance
(Chapter 485 of the Laws of Hong Kong)
Minimum Wage Ordinance (Chapter 608 of the
Laws of Hong Kong)
Employment Ordinance (Chapter 57 of the Laws of
Hong Kong)
Employees’ Compensation Ordinance (Chapter 282
Hong Kong of the Laws of Hong Kong)
Sex Discrimination Ordinance (Chapter 480 of the
Laws of Hong Kong)
Disability Discrimination Ordinance (Chapter 487 of
the Laws of Hong Kong)
Family Status Discrimination Ordinance
(Chapter 527)
Race Discrimination Ordinance (Chapter 602)
Labor Law
Social Insurance Law
Factory Act
Myanmar Syndical Law

Employment Law
Labor Safety and Health Law 2019
Minimum Wage Law

Code of conduct

Fair remuneration
commitment
Guidelines on sexual
harassment and sexual
assault prevention
measures complaints
and disciplinary
handling management
measures
Discipline/Engagement
Committee Measures
Work manuals and
labor regulations of
regional administrative
centers

YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED
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2022 Highlights

ESG indicators Laws and Regulations Internal System
(]

Labor Law
e Social Insurance Law
e Medical Insurance Law

Vi
etnam e Syndical Law
e Employment Law
e Labor Safety and Health Law
. e labor Law
Indonesia

e Social Insurance Law

e Labor Law

e Law on Social Security Schemes

Cambodia e Trade Union Law

e Law on the Protection and the Promotion of the
Rights of Persons with Disabilities

e Bangladesh EPZ Labor Act (2019)

Bangladesh
angiades ¢ Bangladesh Labor Act (2006)
e |abor Relations Law
Mini Wage for Empl
Macal . inimum Wage for Employees

e Law on Employment of Non-Resident Workers
e Social Security System

e Labor Standards Act

e Employment Services Act

Taiwan e Labor Pension Act

e Act for Protection of Labor in Mass Dismissal
e Labor Incident Act

e Fair Labor Standards Act

¢ National Labor Relations Act

e Employee Retirement Income Security Act
e Family and Medical Leave Act

u.S. e Title VIl of the Civil Rights Act of 1964

¢ Pregnancy Discrimination Act

e Equal Pay Act

e Age Discrimination in Employment Act

e Americans with Disabilities Act

e Constitution of the United Mexican States

Mexi
exieo e Federal Labour Law
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Prevention and Control of Occupational Diseases

ESG indicators Laws and Regulations Internal System
(]

Administration
Standards on
Environment, Energy,

Training

Mainland Law of the People's Republic of China .
China e Production Safety Law of the People’s Republic of Saflety.and Hygiene
China e Guidelines on safety,
environment and
energy of boiler
equipment
Hong Kong o Occupational Safety and Health Ordinance (Chapter | ® Guideli.n(.es on the
509 of the Laws of Hong Kong) supervision and
measurement of
Environmental, Safety
o Labor Safety and Health Law 2019 and Hygiene
Myanmar e Labor Law ¢ Guidelines on
o Factory Act operations control
e Guidelines on the
construction of
. e Labor Safety and Health Law Cohtra.ctor
B2 Health and Safety Vietnam « Labor Law e Guidelines on
employee’s health
e Guidelines on personal
|+ Occupational Safety and Health Act protective equipment
Indonesia | | Labor Law o Abnormal Incident
Management
] Regulations
Cambodia e Labor Law
e Human Factors
Engineering guidelines
Bangladesh e Bangladesh EPZ Labor Act (2019) e Guidelines on
e Bangladesh Labor Act (2006) chemicals
management
Taiwan *  Occupational Safety and Health Act ¢ Guidelines on the
management of
u.s. o Occupational Safety and Health Act mechanical equipment
safety
. e Constitution of the United Mexican States * Guidelines on the
Mexico management of
e Federal Labour Law ;
electrical safety
e Regulations Governing
Employee Training
Management
e QOperation process of
B3 Development and All Nil education, training and

internal lecturer
management
Individual development
plan (IDP)

YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED
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2022 Highlights

ESG indicators Laws and Regulations Internal System
(]

Supplier-friendly
workplace guidelines
All Nil e Guidelines on
equipment general
service supplier

B5 Supply Chain
Management

e Constitution of the People's Republic of China
e Tort Law of the People's Republic of China
e Public Security Administration Punishments Law of | o  Guidelines on

the People’s Republic of China chemicals
e Criminal Law of the People's Republic of China o Intellectual Property
Mainland e Product Quality Law of the People's Republic of manual
China China e Guidelines on
e Law on the Safety of Special Equipment of the Intellectual Property
People's Republic of China contract
e Advertising Law of the People’s Republic of China | ¢  Administration
e |aw on the Protection of Consumer Rights and standards on
B6 Products Liability Interests of the People’s Republic of China innovative research

Myanmar * Product Safety Law and development

protection
. ¢ |Intellectual Property Law e Administration
Vietnam . .
e Cyber Information Security Law standards on patent

application and
maintenance

e Quality management
guidelines

e Trademark Law
Cambodia | ® Law on Copyright and Related Rights
e Patent Law

e Bangladesh EPZ Labor Act (2019)

Bangladesh
angiadesh | o Bangladesh Labor Act (2006)
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2022 Highlights

ESG indicators Laws and Regulations Internal System

Anti-Unfair Competition Law of the People’s
Republic of China
. e Criminal Law of the People’s Republic of China
Mainland . o ,
. e General Provisions of the Civil Law of the People’s
China : .
Republic of China
e Anti-money Laundering Law of the People's
Republic of China Code on corporate
governance practice
Hong Kong e Prevention of Bribery Ordinance (Chapter 201 of Ethical corporate
the Laws of Hong Kong) management best
e Prevention of Corruption Law practice principles
Myanmar o Moral code of conduct
} : e Criminal Law o
B7 Anti-corruption Policies toward
. e Prevention of Corruption Law whistle-blowing illegal
Vietnam e .
e Criminal Law and unethical or
M Laundering C I dishonest practices
°
Indonesia gngy aundering Lontrol Law Prevention of bribery
e Criminal Law i
policy
¢ Anti-Corruption Law Whistleblowing policy
e Criminal Law
Cambodia . . .
l e Anti-Money Laundering and Combating the
Financing of Terrorism Law
e Act 90, 91, 92 and 146 of the Laws of the EPZ
Bangladesh .
Office
Code of conduct
B8 Community ) Sustainable
All Nil
Investment development code of
practice

YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED
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Chapter 3

3.1

Corporate Governance
The Board consists of ten directors, including six executive directors and four independent non-

executive directors, with at least one of them possesses appropriate professional qualifications or

accounting or related financial management expertise.

As the highest decision-making center of the Company, the Board takes responsibility to oversee all
major matters of the Group, including the formulation and approval (after taking into consideration of
the recommendations made by the relevant committees) of all policies, overall strategies, risk
management and internal control systems, and monitoring the performance of the senior

management. The Directors make decisions objectively and in the interests of the Company.

The day-to-day management, administration and operation of the Group are delegated to the managing
director and the senior management of the Company. The delegated functions and work tasks are

reviewed periodically.

Risk Management and Internal Control

The Board is responsible for maintaining a robust and effective risk management and internal control
systems for the Group, as well as reviewing the effectiveness of these systems. These systems are
designated to manage, rather than eliminate the risk of unachieved business objectives, and can only
provide reasonable and not absolute assurance against material misstatement or loss, and to assist in
the achievement of the Group’s objectives. These systems also ensure the maintenance of proper
accounting records and compliance with operating procedures as well as relevant laws and

regulations.

The internal audit function of the Group was performed by the internal audit department, which is
responsible for the analysis and independent appraisal of the adequacy and effectiveness of the risk
management and internal control systems of the Group. At the same time, it also assessed the risks
from business and operation, and conducted reviews or audit to ensure sufficient governance and

controls are in place to address such risks.
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The Board performs its duties by formulating policies and procedures, including parameters for
delegated authorization, which provide a framework for identification and management of risks. The
Board takes responsibility to oversee all major matters of the Group, including the formulation and
approval of all policies, overall strategies, risk management and internal control systems after taking
into consideration of the recommendations made by the committees and the ESG taskforce, as well as
monitoring the performance of the senior management and approving the detailed operational and
financial report, budget and business plan submitted by the management. Meanwhile, the managing
director conducts regular reviews with the management team of each core business unit on their

authorized functions and work.

The management (including relevant heads of business units, departments and divisions) designs,
implements and monitors the risk management and internal control systems, and ensures the effective
performance of these systems; monitors risks and takes measures to mitigate risks in daily operations;
provides timely responses and follow-up actions to findings on internal control matters raised by
internal audit department or external auditors; and provides confirmation to the Board on the

effectiveness of these systems.

The Audit Committee of the Company is responsible for the ongoing review of the Group's risk
management and internal control functions. On behalf of the Board, the Audit Committee regularly
reviews the Group's risk management and internal control systems; ensures that the management has
performed its duty to have effective systems; considers major investigation findings on risk
management and internal control matters and management’s responses to these findings; ensures co-
ordination between the internal audit department and external auditor; and ensures that the internal
audit function is adequately resourced and has appropriate standing within the Group, and reviews and

monitors the effectiveness of the internal audit function.

For details on the Company's corporate governance, risk management and internal control, please

refer to the Corporate Governance Report contained in the Company’s 2022 Annual Report.
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Risk Management Operation

The Company uses risk matrix to identify key risks by all functional units in terms of operation effect
and efficiency (including profit, performance and asset safety protection, etc.), reliability, timeliness
and transparency of reporting and compliance with relevant norms and relevant laws and regulations.
Then, conducts cross-unit comprehensive assessment of the degree of significant impact on the
organization and the probability of damage of risk events, so as to analyze and put forward risk
countermeasures, ensure that various operational risks can be identified and controlled, prevent
possible losses within the range of tolerable risks, increase shareholders’ equity, and achieve the

optimal allocation of corporate resources.

Senior management identify the issues affecting the realization of the
Risk corporate development goals and determine the scope of risk matters for
risk assessment according to the clear corporate development goals,
important business activities and business processes, and material issues
and material risks in the Company’s business activities over the past years.

- Non-economic
Risk Material loss
Assessment _
Economic loss

Identification

Degree of
impact

Risk .
1S Solutions to Countermeasures

material issues to improve

Management !
and Control options

improvements
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Risk Identification and Control Measures for Year 2022

Risk Category | Risk Identification | Risk Control Measures

o Adhere to the core values of “Professionalism, Dedication, Innovation and Service”,
actively face and overcome various difficulties and challenges, to be the world's leading

Change in corporate footwear manufacturing service group, strengthen corporate governance in order to

image practice the long-term goal of sustainable development.

e Continue to improve information transparency, strengthen the communication with
stakeholders.

e Integrate integrity and ethical values into the Company's business strategy and develop
internal rules and regulations such as the Code on Corporate Governance Practice,
Prevention of Bribery Policy, Moral Code of Conduct and Whistleblowing Policy to
ensure the relevant preventive measures for ethical business operations.

Ethical integrity and | ®  Plan internal organization, staffing and functions, and establish a mutual supervision and

anti-corruption checks and balances mechanism for business activities with high risks of dishonest
conduct within the business scope.

e Continuously promote the education and training of ethical integrity and anti-corruption.

e Establish whistle-blowing channels to prevent illegal, unethical or dishonest practices to
ensure the effectiveness of enforcement.

e Effectively utilize the local production advantages to enhance the flexibility and diversity
of manufacturing capabilities.

¢ Provide value-added services and deepen the relationship with brand customers.

e Strengthen omni-channel capabilities and provide multiple sports services.

e Continuously invest resources into automation, innovative technology and process

Economy Operational risk improvement, strengthen R&D capabilities and improve production efficiency.
e Proactively manage customer risk and prudently evaluate and manage before and after
investment.

e Establish a multi-channel communication mode, care about and solve employee issues,
strengthen internal cohesion and organizational identity, and comply with local laws and
regulations, protect employee rights and create a friendly workplace.

e Pay close attention to the international situation and monitor the financial market as
Financial risk well as the changes in the general economic indicators, promptly evaluate and
appropriately respond to the interest rate and exchange rate hedging measures.

e Build a comprehensive information management system for the multiple control and
protection of network information security, strengthen the active protection and
warning ability.

Information risk e Continuously monitor and make social engineering practise and improve user quality
about information security.

e Establish a database backup mechanism and carry out disaster recovery exercises on
an irregular basis.

e Continuously review and monitor the latest regulation changes; timely revise the
Company's internal rules and regulations; conduct educational promotion and training to

Legal risk implement compliance with various regulations.

e Assist in providing legal advice and contract review to reduce business disputes and
protect the Company's rights and interests.
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Chapter 3

Risk Category | Risk Identification | Risk Control Measures

Environment

Climate change risk

Concern for the international climate change risk management trends, refer to risk
assessment model in the TCFD, assess relevant impacts and risks, and formulate
relevant prevention and response measures.

In accordance with the relevant energy use policies of the local government and the
voluntary emission reduction commitment in the Science-Based Targets initiative
("SBTi"), proactively promote the use of the equipment with low carbon and high
efficiency and expand the application of green energy.

Promote the monitoring, analysis and statistics of energy consumption and carbon emission,
and continue to implement the action plan of energy conservation and carbon reduction.

Change in
environmental laws

Follow the local environmental regulations, regularly review the compliance with the EIA
documents and follow up the improvement plan.

Actively invest in pollution prevention and control facilities and monitor, strengthen the
compliance management of pollutant discharge.

Continuously improve the environmental safety index management system and abnormal
event notification system, and effectively monitor the risk events during daily operation.

Society

Risk of infectious
disease control

In accordance with local laws and regulations and various infectious disease prevention
measures, formulate clear epidemic prevention guidelines, assess risks and formulate
corresponding logistics support plans.

Fire safety
management

Continuously implement the fire prevention measures and strictly implement the fire
source control.

Strengthen staff fire awareness, disaster prevention training and autonomous safety
inspection.

Health and safety
risks

Establish an Occupational Safety and Health Committee to regularly review, coordinate
and recommend related matters such as safety/health/environment/energy/sustainability.

Promote workplace safety culture, continuously conduct occupational safety and health
education and training for employees.

Strengthen the hazard risk protection measures and operation control, ensure the safety
and production order of the workplace.

Human resource
risk management

Follow the local labor laws and regulations, continuously optimize the recruitment
channels and processes, calibrate the salary level with market, and strengthen the care
for employees.

Improve the inheritance mechanism of high-level talents and implement the duty agent
system to ensure smooth business undertaking.

Develop physical and online training, and cultivate professional and communicating
ability of supervisors and employees.

Product quality
control

From product development trial to manufacturing, the use of raw materials is in strict
compliance with international norms and brand customers’ Manufacturing Restricted
Substance List (“MRSL").

Comprehensively promote product quality related policies and measures.

"Broken needle” protection and “Metal detection measures” are carried out in the
production process to prevent consumers from being harmed when using products.

Product safety
management

Formulate relevant product safety management measures and strengthen education
and training in respect of development and design management, material management,
production safety management, plant safety management, information system security
management, transportation safety management and business secret safety
management, intellectual property rights maintenance, crisis management, etc..

Target to the sustainable operation goal of “zero leakage”, “zero accident” and “zero
loss”, the development center and overseas factories continue to conduct production

and safety audit, in order to proactively and effectively detect and solve problems.
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Terms of Reference of the Board
The Board sees corporate governance as a cornerstone for the Group to build a solid foundation for

sustainable development and to help the Group achieve long-term success, and therefore shoulders a
mission to plan and promote the sustainability of its corporate operation, and to implement and adhere to
strict ethical business standards. As the top management which is wholly responsible for the Group's ESG
strategy and report, the Board implements the Company’s commitment in respect of the ESG development.

Its responsibilities include:

1. Lead the Group to form a vision for effective and measurable ESG development that meets the
expectations of shareholders and other significant stakeholders, as well as the legal and regulatory

requirements of the locations in which it operates;

2. Review and oversee the implementation and results of the ESG policies to ensure that they are in line

with the management principles and governance framework formulated by the Group for ESG issues;

3. Understand the environmental objectives recommended by the ESG taskforce, propose appropriate
adjustments in accordance with the Group's development strategy and external environment, confirm

the setting of its objectives and carry out the action plan to achieve its objectives;

4. Oversee and lead management in optimizing risk management for each business unit and factory site,
provide forward-looking guidance on the identification, assessment and management of material risks

(including ESG risks) so as to enhance the Group's overall ability of risk resistance;

5. Pay attention to the internal control mechanisms relating to its daily operations and delegate the Audit
Committee with the authority to oversee whether the Group has put in place a proper and effective
internal control system, identify outstanding problems and weaknesses in the related areas, and

supervise the implementation of targeted rectification plans; and

6. Review and discuss the annual ESG report and disclosures of other related information to ensure that
the ESG report is prepared in accordance with the requirements of the four reporting principles of
materiality, quantitative, balance and consistency, and that the content is timely presented, accurate

and complete, and truly reflects the Group’s ESG performance.

In addition, in 2021, the Board adopted the Company’'s “Climate Change Policy” to formulate the energy

management related strategy of climate change and enhance the resilience to climate change.
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3.2 ESG Governance Structure
The Group sees ESG management as an important component of corporate daily operation and

management. The Board has delegated the key responsibility to the taskforce for the implementation
of the Company's ESG strategy. The ESG taskforce was formally established on May 13, 2022 under
the leadership of the Board. With the exception of its Chairman being appointed by the Board, other
members are directly appointed by their respective departments. Each department is required to
appoint a representative to the taskforce to offer suggestions and assistance to the Board in respect
of the ESG matters, and ensure the incorporation of the concerned environmental and social issues
that we face with into the corporate agenda, daily decision making, corporate culture and future plans.
The Group also promotes the development of corporate social environmental responsibility, so as to

create the operating momentum and group competitiveness, ensuring that the Group brings about

positive impacts to the stakeholders.

Illustrative Diagram on ESG Governance Structure

The Board

Feedback and ¢ f
Authorization

ESG Taskforce

Chairman of the ESG Headquarters
Taskforce:

An Executive Director Representative of the

Fepr‘:sefgalt';’_e of Sustainable Development
nvestor Relations Department

Vice-Chairman of ESG

Representative of Taskforce: Representative of
Legal and Company A Senior Management Human Resources
Secretarial Department Officer of the Sustainable Department
Development
Department

Reporting

Hong Kong

Feedback ¢ f Reporting

Responsible Unit of
ESG Liaison
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Terms of Reference of the ESG Taskforce
The ESG taskforce is chaired by an Executive Director, vice-chaired by a senior management officer from the

Sustainable Development Department, and comprised of members from each of the Investor Relations

Department in Hong Kong, the Legal and Company Secretarial Department in Hong Kong, the Sustainable

Development Department and the Human Resources Department respectively, whose responsibilities

include:

1.

Hold ESG meeting at least once every six months;

Direct and regularly review the Group’s ESG management approach, strategy and priorities to ensure

that they are advancing up to the pace and coping with the timely needs;

Keep abreast of the latest published ESG-related laws and regulations, be aware of key international
trends, and report to the Board with provision of expected measures and plans to ensure compliance

with the ESG-related legal and regulatory requirements in the locations in which it operates;

Make reference to peers or benchmark companies and the size of the Group to set ESG objectives and
make strategic recommendations in order to achieve these objectives, review its progress regularly

and report to the Board of its relative performance and results;
Conduct ESG risk assessments, identify ESG risks relevant to the Group, assess the impact of such
risks on the Company, formulate implementation strategies for timely risk response which is in line

with the Group’s vision and mission, and then make recommendations to the Board;

Review and approve the Group’s annual ESG report and other relevant information disclosures for final

confirmation and approval by the Board for publication; and

Perform other ESG responsibilities delegated by the Board.
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Terms of Reference of the Responsible Unit of the ESG Liaison
In order to implement the corporate sustainability work in a more systematic and efficient manner and to

properly carry out the related ESG management requirements, at least one liaison is assigned to each of the

Group's key ESG responsible units, whose responsibilities include:
1. Communicate closely with stakeholders, including the collection of results from the materiality
assessment questionnaire in which stakeholders participated, to direct and review the identification

and prioritise key ESG issues of the Group;

2. Promote the implementation of the ESG management policies and action plans, including supervision

and guidance of nurturing ESG culture and activities within departments;

3. Establish specific ESG responsibilities and initiatives at departmental level,

4. Set measurement standards for ESG performance and key performance indicators, arrange and prepare
the Company’s annual ESG report and other relevant information disclosures in accordance with the

internal division of labor; and

5. Report regularly to the ESG taskforce on the implementation of ESG initiatives.
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3.3

Integrity Management and Anti-Corruption

Management of Material Topics

What it means to Yue Yuen
To establish the corporate
culture of integrity and
comprehensive development
of Yue Yuen and to maintain a
good business operation

model.

Policy

Implement the requirements of “Moral
Code of Conduct”,

"Anti-Corruption Policy” of the

Company.

Impact

The business principles of honest
transactions and integrity
management will directly affect the
corporate values, which are the
issues concerned by government
competent authorities and
company's shareholders/investors,
and stakeholders in value chains
such as employees, customers,
suppliers and communities will also

be affected to various degrees.

Indicator and Target

» Require the employees to comply
with Work Rules, sign the “Code of
Ethics and Integrity Pledge” and
the “Confidentiality Undertaking”.

» The major suppliers should follow
the Company'’s principles on honest
transactions, sign the “Undertaking
of Ethics and Integrity” or provide
their declaration of probity or
information on their moral integrity
systems.

» Broaden the advocacy of Integrity
Management and education

discipline.

Actions
» Formulate “Code on Corporate

"o

Governance Practice”, “"Moral
Code of Conduct”, "“Prevention
of Bribery Poicy”,
“Whistleblowing Policy” and
various management practices
as the basis for implementation.

» Set up internal and external
websites of the Company,
provide communication and
reporting channels for
stakeholders from different

units.

Sustainability Indicators
HKEx KPI B7 Anti-corruption
GRI 205 Anti-corruption
SDG 16 Peace, Justice and
Strong Institutions

Evaluation Methods

» Board meetings, review meetings
of semi-annual management, and
internal audit system.

» If we discover any corruption, we
will take necessary punitive or legal
actions according to the
seriousness of the situation and the
specific circumstances of the cases
in order to protect the rights and

interests of the Company.

Stakeholder Engagement
Stakeholder Engagement will be
implemented by internal and
external complaints and reporting
channels.
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The Company has “Anti-Corruption Policy”, which provides that the employees and companies, institutions
and individuals that have business relationships with the Group, are forbidden to involve in any bribery acts,
and to (whether directly or indirectly) request or receive any improper benefits, offer, promise, give or accept
unreanable gifts, entertainment or other improper benefits. In 2022, the Group was not aware of any case of

corruption, bribery, extortion, fraud or money laundering brought against the Group or its employees.

The Group’s “Work Rules” requires the employees to sign the “Code of Ethics and Integrity Pledge” and the
“Confidentiality Undertaking” and to strictly adhere to the applicable laws and regulations relating to the
above acts. If the Company discovers any event of corruption, necessary legal actions will be taken based on
the significance of the circumstances and case details to protect the interests of the Company.

In addition to requiring the suppliers to sign confidentiality agreements or relevant documents in respect of
the trade secrets of brand customers, the Group also requires them to follow the Group’s principles on
honest transactions. The suppliers are required to sign the “Undertaking of Ethics and Integrity”, or provide
their declaration of probity or information on their moral integrity systems for the review by the Group. The
Group's business partners are referred to suppliers (including four categories of material suppliers, non-
material suppliers such as general services, equipment, engineering and computers, related parties and
customs service/logistics). Except for special cases, suppliers are required to sign the “Undertaking of Ethics
and Integrity” before any procurement can be carried out by the Group. Number of such suppliers worldwide
that have signed the Undertaking of Ethics and Integrity:

Actual number of suppliersh°te! Number of the suppliers Completion rate

completing the Undertaking"°te 2

11,001 10,793 98.1%

Note 1: Actual number of suppliers: Number of suppliers the Group transacted with in 2022.
Note 2:  Number of the suppliers completing the Undertaking: Include signed, special exempted case, etc..
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Communication and Training

The Company discloses its business integrity policies on its internal website, annual report, the Company’s
website or other company documentation. The objective is to ensure that the employees of the Company,
suppliers, customers or personnel of other organizations relevant to the business can clearly understand the
Group’s philosophy and standards on business integrity. The legal department of the Group has been
regularly holding a series of educational campaigns and training sessions on moral integrity and anti-
corruption and provides online induction courses for the Group’s employees and new recruits in relation to
“Honest transactions and protection of the Group's interests”. It is hoped that the Group's philosophy and
standards on ethical operation will be further promoted. During the Reporting Period, the Company provided
anti-corruption training materials for the directors of the Company. Since 2020, the arrangement and planning
for overseas courses had been suspended due to the pandemic, and it is expected that we will start to

prepare the teaching materials and teaching schedules for overseas language versions in 2023.

Employees are required to explain the Group's ethical management policy and relevant regulations to
business partners during business transactions. They must also explicitly refuse any direct or indirect offers,
promises or requests of improper benefits in any form or on anyone’s behalf. These include kickbacks,
commissions, hospitality and anything of value, or any other improper benefits provided or received through

other means. At the same time, they are also required to sign the “Undertaking of Ethics and Integrity”.

Complaints Reporting Principles and Communication Channels

During the Reporting Period, the Group developed a "Whistleblowing Policy" to provide our employees and
those who have business relationships with the Company (such as customers and suppliers) with a channel
to communicate any concerns that they may have regarding any act of misconduct, bribery, corruption or
irregularity. Whistleblowers may report to the Chairman of the Audit Committee of the Company through the

Company Secretary in writing in the following forms:-

(1) Email: whistleblower@yueyuen.com; or

(2) By post to:
The Chairman of the Audit Committee
C/O Company Secretary
Yue Yuen Industrial (Holdings) Limited
22nd Floor, C-Bons International Center, 108 Wai Yip Street,

Kwun Tong, Kowloon, Hong Kong
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Management of Sustainability Issues
Yue Yuen understands that communication with stakeholders is the key to a company’'s continuous

improvement and long-term development. Yue Yuen has been collecting responses and suggestions from

relevant stakeholders through multiple channels, has analyzed such responses and suggestions regularly and

incorporated them into the Company’s operational planning.

4.1

Communication with Stakeholders
Identification of Stakeholders

Yue Yuen followed the five principles of AA1000 Stakeholder Engagement Standard (AA1000 SES),
based on (1) Dependency, (2) Responsibility, (3) Tension, (4) Influence and (5) Diverse Perspectives
from various stakeholders, through the responsible personnel of various departments of the Company,
the annual brand customer interaction information, the consultation and interaction communications of
each major footwear production base with external groups and internal employees in the current year,
as well as the relevant stakeholder groups and their concerns of the Company’s footwear business.
We identified stakeholders according to their interaction frequency and operational importance, which

haven't changed significantly over the years.

The Group continued to use the previous identification results for this year. Following discussions at the
ESG taskforce member meetings, the Group decided to continue to take shareholders/investors,
customers, government/regulatory authorities, employees/labor unions, suppliers, media, communities

and Non-Governmental Organization (“NGO") as the eight categories of key stakeholders for Yue Yuen.

Communication with Stakeholders

Regarding issues that are of concerns to the stakeholders, Yue Yuen seeks stakeholder opinion and
suggestions through scheduled and ad hoc meetings for good and immediate interactive
communications between relevant business contact windows, the channels of which including but not
limited to gquestionnaire surveys, e-mail communications, physical meetings and telephone
conferences, etc. Internal meetings are conducted to report and discuss the feedback received from
the stakeholders, which will then be used as important reference for the Company’s sustainable
development strategy. The administrative centers of the Group's major operating regions have also
established Sustainable Development (“SD"”) business units to coordinate and process the
communications with, and information and feedbacks from, stakeholders in relation to the issues on
environmental protection, human rights and social impacts; individual enquiries from the public will be

reported in the Annual ESG Report and will not be responded individually.

Through various communication channels as set out in the table below by Yue Yuen, the issues in
question will be sorted according to their categories and nature before sending to relevant
departments for further handling and responses. Letters received through relevant communication
channels in 2022 included business cooperation proposals, shareholders/investors inquiries, media
affairs and requests for research and survey. Moreover, due to the impact of novel coronavirus
pneumonia (“COVID-19") pandemic, most stakeholders have more concerns on the preventive
measures and the degree of impact of the pandemic. The Company has given a description of it in this

Report.
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Issues of Interest of Stakeholders and Communication Approaches

Shareholders/Investors

Issue of Interest: Economic performance (share price, revenue, profit),

Corporate governance, Market image, Significant events

Shareholders/investors provide
the capital needed for Yue
Yuen's long-term development,
which is an important
foundation for the Company to
move towards sustainable
operation. Yue Yuen strives to
develop steadily and generate
profits to reward shareholders.

Communication Channels and Methods Frequency on
communications
e Publish information on the Company/HKEx e Aperiodic

websites (such as announcements, circulars,
quarterly results announcements, interim
reports, annual reports, etc.)

e Results presentation materials e Four times per
year
e Convene shareholders’ meetings e At least yearly
e Hold quarterly, interim and annual results e Four times per
presentation year
e Press releases e Aperiodic
e Non-deal roadshows e Four times or

above per year
e One-on-one meetings, investors forums and e Aperiodic
teleconferences
e |nquiry on shareholding issues to the share e Aperiodic
registrar and transfer office
e Respond to questionnaires and inquiries from | ® Aperiodic
ESG assessment agencies
* Mail/email enquires e Aperiodic

Interaction in 2022
e /4 results presentations
e 271 investor meetings

Customers

Yue Yuen's revenue is mainly
from selling products to
customers. Yue Yuen is
committed to providing brand
customers with legal,
sustainable, fast, flexible and
value-added manufacturing. This
is the service principle of
serving Yue Yuen's customers.
Yue Yuen also focuses on
protecting the privacy and
commercial confidentiality of
brand customers.

Issue of Interest: Product quality, Information Security management,
Management of prohibited/restricted substances, Compliance with laws

and regulations, Transparency and reliability of information disclosure,

Sustainability Indicators

Communication Channels and Methods Frequency

e Business visits/regular meetings e Monthly

e Ad hoc communication meetings e Aperiodic

e Audit feedback/self-management e Monthly
performance feedback

e Email and phone contact e Aperiodic

e ESG Report e Yearly

Interaction in 2022
e A total of 87 brand audits
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Government/Regulatory

Authorities

The Company produces and
operates in accordance with the
policies and regulations
formulated by the competent
authorities at all levels of
government, and upholds the
concept of friendly environment,
and fulfills its responsibility for
sustainable development.

Issue of Interest: Corporate governance, Compliance with statutes,

Major labor disputes

Communication Channels and Methods

e Cooperate with the government on
compliance inspections

e Regular submission of statements (monthly/
quarterly)/documents

e ESG Report

e Proposal consultation visits

Frequency

Aperiodic

Monthly/
Quarterly
Yearly

Aperiodic

Interaction in 2022

e The frequency of interaction varies subject to different government/

regulatory authorities in each district.

Employees/Labor union

Employees are the Company's
important assets which grow
with the Company as partners.
Yue Yuen not only strives for a
safe working environment and
protection of human rights of
employees, but also cultivates
human capital through career
development, education and
training to enhances the
Company’s sustainable
competitiveness.

Issue of Interest: Job security, Salaries and benefits, Labor relations/
labor rights/working hours management, Workplace safety/Rationality

of rules and regulations, Opinion communication channels, Performance

evaluation and promotion system

Communication Channels and Methods

e Company internal website/email/employee
suggestion box/questionnaire

e Employee Welfare Committee/Occupational
Safety and Health Committee/Labor union

e Committee for Complaints, Rewards and
Penalties

e |Internal staff publications

e Employee and manager forums

e Consultation services at life guidance and
counseling for the overseas production
factory sites’ employee

Frequency

Aperiodic
Monthly
Aperiodic
Monthly/Bimonthly

Monthly/Quarterly
Daily

Interaction in 2022

e The Occupational Safety and Health Committee of the factory meets
once a month, and the Collective Occupational Safety and Health
Committee of the factory in the industrial park of the production

base meets once a quarter

e The communication meeting between the management and the

labor union is held once a quarter.

e For employee feedback and communication matters, please refer to

“Chapter 7 - Best Workplace”.
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Issue of Interest: Management of prohibited/restricted substances,
Fair competition/quality and price/supply criteria, Supplier selection and
management (quality/sustainability requirements)

Suppliers provide important
support for the Company’s
manufacturing and operation of
raw materials, equipment and
services. Yue Yuen regards
integrity and law-abiding as the
cornerstone of cooperation
between the two parties. All
suppliers must abide by local
regulations and contractual
commitments, and incorporate
labor human rights, health and
safety, and environmental
compliance into one of the
primary considerations.

Communication Channels and Methods Frequency

e Procurement contracts/Letters of undertaking | ® Aperiodic

e Business communication/email and phone | ® Aperiodic
contacts

e Supplier assessment system e Yearly

e  Supplier meetings e Aperiodic

Interaction in 2022
e Undertake supplier assessment at least once a year
e Daily business window take charges to respond

Issue of Interest: Operational status, Major labor disputes,

Newsworthy events

Media provides multiple views
and opinions on improving the
Company'’s sustainable
management performance.

Communication Channels and Methods Frequency
e Press releases e Periodic
e Coordination of requests for visits by media | ® Aperiodic

and provision of information

Interaction in 2022

e Monthly revenue and quarterly operating results press releases

e Explanatory documents for the concerned issues, phone calls and
emails

NGOs supervise and assist in
improving the Company’s ESG
sustainable management
performance

Issue of Interest: Labor relations/labor rights, Compliance with laws

and regulations, Environmental issues, Communication channels and
mechanism

Communication Channels and Methods Frequency
e FLA SCI on-site audit and online platform e Yearly
e Cooperation plan with NGOs e Aperiodic
e Explanatory documents for the concerned | ® Periodic
issues e Aperiodic
e Communication meetings/emails and phone
contact e Yearly
e ESG Report

Interaction in 2022
e Regularly receive information from the FLA Board of Directors and
update the audit improvement progress every quarter
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Community Issue of Interest: Environmental issues/compliance with statutes,
Commuting traffic impact, Career opportunities, Community welfare
outreach activities

The community is the support Communication Channels and Methods Frequency
force for the stable operation of | e Proactive visits e Aperiodic
the Company, and it is also e Communication channels for external e Aperiodic
where the employees are from. feedback

The Company’s operations e Sponsor community charity events/ e Aperiodic/
coexist with society. Through community visits Quarterly
the community’s expectations e The Company's website e Aperiodic

for the sustainable development
of Yue Yuen, the Company
takes the responsibility of multi-
investment in society.

Interaction in 2022

e Community interaction is handled and responded based on the
needs of individual cases; please refer to the instructions in
“Chapter 9 - Community Relations”.

4.2 Identification of Material Issues
Analytical Process of Material Issues
The Group's core business, namely footwear manufacturing, is a labor-intensive industry that
continues to attract the attention of international labor rights groups. The brand customers also regard
labor rights and occupational safety and health management standards as important evaluation criteria
for partnership. Material issues selected by the Company concerning stakeholders are generally in
relation to requirements of "FLA Workplace Code of Conduct' and management standards that are
always attached with importance by brand customers.

Following the international trends over years, the stakeholders’ concerns about footwear production
has expanded from social issues to environmental issues. In operational aspect, operational
performance, compliant operation and corporate governance are utmost management issues; in
workplace management, human rights and labor employment compliance, effective establishment of
grievance handling mechanisms and a safe and healthy working environment are emphasized.
Environmental sustainable management focuses on compliance with laws and regulations, pollutant
discharge treatment, effective utilization of energy and climate change management. For the
management of supply chain manufacturers, in addition to the suppliers that must pass the customers’
supply chain certification, the supplier management policies and practices are also an issue of growing
concern.
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By analyzing issues that fall within stakeholders’ attention through the materiality analysis process and
prioritizing them in terms of their economic, social and environmental impacts, Yue Yuen has
effectively address such issues.

Step 1 A

Understanding the Company’s Sustainability Roadmap

8 categories of stakeholders

Yue Yuen continued to use the previous identification
results for this year, reviewed its business activities
and sustainability roadmap, identified 8 categories of
key stakeholders based on AA1000 Stakeholder
Engagement Standard.

25 issues of sustainability

Yue Yuen reviewed international sustainability
norms and standards (GRI Code, SASB, SDGs
& TCFD), sustainability (investment)
asessments (CDR FTSE & MSCI), industry
development and stakeholder communication

processes, and the taskforce compiled and
planned 25 issues of sustainability for the
impact assessment.

Step 2 A

Impact Identification of Sustainability Issues

267 questionnaires

Questionnaires were 119 internal For 25 related issues, the positive and
distributed to internal and colleagues negative, substantial and potential impacts
external stakeholders to on the economic, environmental and social
understand the degree of (including human rights) aspects were
concern of stakeholders evaluated based on 6 impact assessments:
about 25 related sustainability § 148 external (1) finance; (2) corporate reputation; (3)
issues. stakeholders regulato_ry regulations; (4) cgstomer/siness
partner influence; (5) operation; and (6)
human rights.

31 YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED | Environmental, Social and Governance Report 2022



32

Chapter 4

Step 3

Assessing the Significance of Impacts

17 major sustainability issues

With reference to the assessment of each unit on daily operation and the development
trend of the sustainability issues, the working group of the Sustainable Development
Department internally identified 25 sustainability issues, and identified the significance
of the issues to Yue Yuen based on the actual and potential positive and negative
impacts on the economic, social and environmental aspects, and combined with the
concerns of stakeholders, and established 17 major sustainability issues of Yue Yuen.

Step 4

Disclosure of Significant Sustainability Issues

18 GRI topics

The 17 major sustainability issues corresponded to 18 GRI topics in total. In the year
2022 , 10 major reporting topics were summarized according to the GRI guidelines
(2021 edition), to communicate and respond to stakeholders according to the
sustainable report in this year. The significance of each major topics to Yue Yuen, as
well as the policy commitments, impact and specific objectives and actions for each
topic, were described in the corresponding chapters.

The Results of Materiality Analysis

Yue Yuen analyzed the impact of the sustainability issues on the economic, environmental and social
(including human rights) aspects based on 6 aspects assessments, and identified the significance of
the issues in combination with the concerns of stakeholders. In addition to responding the
international community, Yue Yuen also hopes to identify sustainable major issues through various
aspects, and understand the level of concern of stakeholders on related sustainability issues from the
outside to the inside. Yue Yuen also evaluated the impact of the issues to strengthen its organizational
resilience while facing the sustainability issues.
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Ranking of Impact of Sustainability Issues

Ranking of Concerns of Stakeholders on
Sustainability Issues

Impz_act Sustainability issues Conc(:;rns
ranking ranking

Occupational safety and health 1 Regulatory compliance 1
Risk management of climate change 2 Occupational safety and health 2
Greenhouse gas emission 3 Operational performance 3
Labor and human rights 3 Labor and human rights 4
Energy 5 Risk management 5
Investments in green energy 6 Air pollution management 6
Air pollution management 7 Water pollution management 7
Regulatory compliance 8 Waste management 8
Waste management 8 Vision and sustainability strategy 9
Talent training 10 Product safety 10

Labor and employment relations 11 Raw material management 11
Risk management 11 Information security 12
Operational performance 11 Risk management of climate change 13

Vision and sustainability strategy 11 Greenhouse gas emission 14

Sustainable supply chain 11 Anti-corruption 15

Anti-corruption 15 Energy 16

Water pollution management 17 Labor and employment relations 17

Raw material management 17 Sustainable supply chain 18

Information security 19 Investments in green energy 19

Product safety 20 Community participation 20

Water resource 21 Water resource 21

Circular economy 22 Talent training 22

Community participation 23 Circular economy 23

Terrestrial ecology 24 Terrestrial ecology 24

Ocean ecology 24 Ocean ecology 25

Positive and negative impacts were scored in terms
of their degree of impact, and then the
sustainability issues were ranked according to the
total degree of impact. Ranking 1-10 as high impact
issues; 11~16 as moderate impact issues; 17-25 as
low impact issues.

Calculated the average score of concerns on issues
based on the classification of stakeholders, and
then ranked the concerns. Ranking 1-14 as high
concerns; 15~22 as moderate concerns; 23-25 as
low concerns.

YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED | Environmental, Social and Governance Report 2022



Stakeholder Engagement

Materiality Matrix
Based on the assessment results of “Concerns of Stakeholders”and”Impacts on the Economic,

Environmental and Social Aspects”, the taskforce outlined the 25 sustainability issues into a materiality
matrix, and categorized them into high, moderate and low impact blocks according to the impact degree.

Sustainability issues Sustainability issues
with moderate impact with high impact
eRegulatory compliance

© Occupational
safety and
health

eLabor and human rights
eAir pollution

©Water pollution ©Waste pollution

©Product safety

©Raw material
management

° N ) eRisk management
Information security

of climate change
°Greenhouse

Concerns of Stakeholders

eCommunity participation
©Water resource

eCircular economy
oTerrestrial ecology
©QOcean ecology

Impacts on the Economic, Environmental and Social Aspects
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Under the environment where global epidemics are spreading around the world and disasters arising from
climate warming are intensifying, Yue Yuen is actively thinking about how to stand firm and operate steadily,
and ESG is gradually becoming a guideline for its sustainable operation. Through incorporating environmental
sustainability into its operation strategies and production processes, taking into account profitability, progress,
employee care and sustainable development, we create a long-term competitive advantage and establish a
foundation for sustainable survival.

To face the wave of environmental sustainability, Yue Yuen actively strives towards the vision of “zero waste”,
“low carbon emission” and “friendly environment”. In the face of global warming risks and international targets
and challenges of GHG emissions, in addition to continuously strengthening various green innovation efforts
together with customers and supplier partners, we also expand the use of green energy through the
procurement of renewable energy and continue to strive towards the vision of net zero emissions.

5.1 Response to Risks Arising from Climate Change

Management of Material Topics

35

What it means to Yue Yuen

In response to the Climate Action of
the United Nations SDGs, Yue Yuen
actively takes relevant measures to
ensure a sustainable production model
to cope with the operational risks and
impacts arising from climate
anomalies. In addition to continuously
paying attention to the response
trends and policy and regulatory
requirements of international climate
change, we will continue to implement
various energy-saving and carbon-
reduction measures, improve the
energy efficiency of factory
equipment, and reduce GHG
emissions caused by energy
consumption, so as to provide benefits
for mitigating climate change risks.

Policy and Commitment
Climate Change Policy of Yue Yuen Industrial
(Holdings) Limited

Impact

»  Global trends in net zero emissions:
green electricity, carbon rights, carbon
tariffs.

»  The impact of climate change on
operations: shutdowns caused by
floods and snow disaster, high
temperature allowance regulations,
insurance costs, natural disaster
resilience.

Indicator and Target

»  To expand the use of green energy and
improve energy efficiency to achieve zero
carbon emission by 2025.

» Inline with the SBTi emission reduction
targets, Yue Yuen has committed to
reducing absolute Scope 1 and 2 GHG
emissions by 2030, with a 46.2%
reduction compared with that in 2019 as
the base year.

Actions

»  Follow the TCFD framework for
climate risk management.

»  Enlarged use of green energy: Solar
power generation/green power
procurement/Renewable Energy
Certificate ("REC")/construction of
renewable energy.

»  Improve energy efficiency:
Procurement of energy-saving
equipment, earlier elimination of
low-efficiency equipment.

»  Online energy monitoring system
aims to gradually establish energy
management and control mechanism.

Sustainability Indicators
HKEx KPI A4 Climate Change
TCFD

GRI 305 Emissions

SDG 13 Climate Action

Evaluation Methods

Regular meetings report to the highest level of
governance to review the achievement rate
and adjust implementation measures.

Stakeholder Engagement

Communicate and interact regularly or
irregularly in accordance with the
stakeholder engagement mechanism, and
disclose the information in the ESG Report,
relevant platforms or websites.
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5.1.1 Risks/opportunities arising from climate change (TCFD)

In order to reduce the impact of its operations on climate change, Yue Yuen, through the Sustainable
Development Department, follows the four core frameworks of the Recommendations of the TCFD to
disclose climate change information and the risks and opportunities it brings, and formulate relevant

adaptation and mitigation strategies, with the following disclosure structure:

m Management Strategies & Practices

Governance Structure

e The Board of Directors is the highest decision-maker for risk management. Yue
Yuen has an ESG taskforce, with senior management of Sustainable
Development as major members. The responsible head of Sustainable

Development reports regularly to the Board on climate change and GHG-related

issues.
w a S e The Department of Sustainable Development has a Risk Management Team on
r(ﬁ)\ climate change issues, composed of heads of various departments and units,
f@ ﬁ ’. which is responsible for assessing and analyzing climate-related risks and
Y / opportunities, and implementing climate-related strategies and actions.
e e |n 2021, the Board formulated the “Climate Change Policy of Yue Yuen
Governance Industrial (Holdings) Limited “on management of energy-related strategies

arising from climate change and enhancing response to climate change.

Management Mechanism

e Employee performance indicators include carbon reduction work, link carbon
reduction of employees at the executive level with performance appraisal,
regularly review the progress of energy conservation and carbon reduction, and

include it in bonus evaluation.

Climate Risks/Opportunities

e By reference to the SBTi 1.5°C scenario and RCP8.5 scenario, through cross-
departmental discussion and identification of climate-related risks and
opportunities, we shall, according to the professional experience of each unit,
assess the time interval, probability of occurrence and the impact of climate
risks and opportunities, carry out risk identification and classification ranking,
and assess the potential operational and financial impact on the Company.

e Within 3 years is internally defined as short-term, 3-5 years as mid-term, and

above b years as long-term. Follow the TCFD guidelines to identify 8 climate

Strategies risks and 8 derivative opportunities.

Potential Financial Impact
e Conduct a qualitative assessment on the possible financial impact of risks and
opportunities, and continue to invest in equipment rectification, risk prevention

and remediation, and renewable energy.
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Management Strategies & Practices

Evaluation and Management Process
e Conduct risk factor identification, operational impact and its probability
assessment every three years, identify major risks and opportunities, and

S develop mitigation or adaptation strategies.
= (_ p mitig p g

— Integrated Risks Policy

Risk Management
e Climate risks are integrated into the Group's overall risk management process.

Emission disclosure
e Conduct inventorying as per 1ISO14064 standards, disclose GHG emissions in
ESG Report every year, and gradually increase the proportion of third-party

verification.

i Indicators and Purposes Settings
Indicators and

Targets e For the footwear business scope, set an emission reduction target of 46.2% in

Scope 1 and 2 GHG emissions in 2030 compared with 2019.

Process and results of identifying risks/opportunities arising from climate change

. - Impact on Yue . . Strategy of

Issues Collected Assessment Method Analysis Mode Strategic Direction
1. Gather 1. Cross- 1. Impacts on Yue 1. Enhancement of
background departmental Yuen response
information from conferences 2. Time of occurrence capability
news, Internet, 2. Questionnaire 2. Optimization of
and company | ) | | Analysis Results | | management
events 3. Trainings by ) system
2. Consider and exchanges 1. Key risks (8) 3. Enhancement of
transition risks with external 2. Derived . hardware and
(including experts Opportunities (8) equipment
policy/legal,
market,. Assessment Insights Targets
reputation) and
physical risks 1. Cross- 1. Robust Carbon
(including departmental Inventory
immediate and leng studies Disclosure and
term risks) 2. Assessment of Verification
operational 2. Set medium and
impact long-term carbon
3. External experts’ reduction targets
insights
\ 4 \ 4 \ 4 y

Yue Yuen invited relevant units within the Company and external experts to conduct one session of “TCFD”
training and exchange, as well as an internal forum to review the impact of various climate risks and
opportunistic events under the SBTi 1.5°C scenario (transition risks) and RCP8.5 scenario (physical risks)
based on the TCFD framework.
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Referring to the CDP climate change questionnaire framework and international reports, within the scope of
consideration covering the results of engagement between various departments and relevant stakeholders,
Yue Yuen identifies the risks and opportunities in terms of materiality by the time interval and impact degree
of occurrence, and the importance of risks and opportunities related to climate change, and six transition
risks, two physical risks and eight opportunity issues are compiled, and the results of climate-related risk/
opportunity identification are as follows:

Climate-related risk matrix Climate-related opportunity matrix

o
®

Mid-term
(3~5 Years)

o

Impact Level
Impact Level

Short-term
(1~3 Years)

Short-term
(1~3 Years)

Long-term
(Above 5 Years)

Mid-term
(3~5 Years)

Long-term
(Above 5 Years)

Transition Risks Derived Opportunities
Enhanced disclosure requirements of carbon 0 Participate in the carbon trading market

emission

Carbon-pricing mechanism

Compulsory requirements on the use of
renewable resources

Low-carbon production

Impacts of production

Impact on corporate image

Physical Risk

@
@

YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED |

Extreme climate events

Rising average temperature

000 00 00

Automation process development

Improved efficiency of water use

Participate in the renewable energy market

To set up a circular economy model for shoe
manufacturing

Use of efficient mode of transportation
To improve energy efficiency

Introduction of new technologies
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Response measure to risks/opportunities arising from climate change

W = category

Derived
Opportunities

Financial
Impact

Yue Yuen's Response Strategy

Enhanced
disclosure
requirements of

Existing laws/

o |nventorying
capabilities to be built

Capital costs

¢ To build a Inventorying team with its
Inventorying capability trained
o To establish a systematic data

Participate in the carbon

temperature (R8)

environments

o To align new factory design with
climate information

. regulations o Third party collection system trading market (01)
carbon emission [P . P
/1) verification costs o To expand the third-party verification
coverage
) o To make an implementation plan for
- o International carbon . ) . o
Carbon-pricing New laws/ tarifs/fees Operational carbon footprint Inventorying Participate in the carbon
mechanism (R2) | regulations . costs ¢ To plan a internal carbon-pricing trading market (01)
mechanism .
mechanism
o To establish rooftop solar energy
Compulsory o Renewable energy adapted to factory site
requirements on establishment o To participate in the green electricity Participate in the
the use of Market o Buy green electricity | Capital costs trading market where it domiciles renewable energy
renewable PPA and renewable * To buy the renewable energy market (04)
resources (R3) energy certificate certificate with international/national
authentication
Improve energy
Transition efficiency (07)
Risks o Process equipment Participate in the
upgrade renewable energy
LOW_Car.bon Market * Investments in Capital costs | ® Toincrease the use of renewable market ((,)4)
production (R4) low-carbon energy energy Automation process
o Carbon reduction for « To use low-carbon efficient energy developmgnt (02)
wastes . . Create a circular
o Toimprove the energy efficiency of
. economy model for shoe
equipment facturing (O5)
* |eakage control manuracturing
o Power restriction © T p.f°m,°te the use of energy
. . monitoring/management system
Existing laws/ policy
; . o To enhance waste reuse through an
regulations o Carbon emission cap .
. effective use of resources
Impacts of policy Revenue Improve energy
production (R5) efficiency (07)
o Order placement
Market affected by clients’
comments
o To establish a dedicated ESG team
Impact on o ESG assessment Source of ) ) S
. . A o Toimprove ESG information disclosure
corporate image | Goodwill o Investors’ willingness | funds and o
: through external questionnaires, ESG
(R6) of investment revenue
Report and other platforms
* To enhance the responses to extreme
) weather measures at production sites The use of efficient
* Tointerrupt the )
. o To set up an emergency power supply mode of transportation
operation of .
i . Capital team (06)
Extreme climate ' production base . . . .
Immediate . expenditure o Toimplement an earlier response to Automation process
events (R7) o Traffic stop X . i
and revenue climate risks by following up the development (02)
) o \Water shortage . . -
Physical resulted from drouaht relevant alert information Improved efficiency of
Risks 9 ¢ To strengthen the water treatment and water use (03)
water reuse measures
o To optimize the factory ventilation
Rising average Long-term Improved staff working Capital costs design Introduction of new

technologies (08)
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5.1.2 GHG Management

As global warming and climate change is accelerating, net zero emissions by 2050 has become a globally
agreed goal as the international community actively take actions to adapt to climate change risks. The path to
Net Zero is not accomplished in an action. Yue Yuen uses phased tasks and targets to promote “sustainable
green manufacturing” and “sustainable green supply chain”, pursues sustainable development with low-
carbon manufacturing technologies, energy efficiency, GHG emission reduction, and strives for sustainable
development toward Net Zero Emission.

Phased tasks and targets concerning GHG emission & energy management

Yue Yuen has production bases across seven countries in Asia, mainly focus on improving energy efficiency
and strengthening energy conservation as its main management means until 2016. We set 2016 as an energy
base year and set a Phase 1 energy target of reducing average footwear energy consumption by 8% by 2020.
We have also filled in the CDP Climate Change Questionnaire since 2016, making us the first company in
Taiwan's footwear industry to fill in the CDP. The 2022 CDP Climate Change Questionnaire is awarded level
B(Management Level — Active Management Level).

In response to the trend of sustainable development of international environmental protection, the targets
shifted from energy conservation to carbon reduction, and after integrating customer requirements with
international trends, through internal discussions in 2020 and with the support of management, the year of
2025 was set as critical year for the five-year target of zero carbon emission growth. In 2021, at the invitation
of brand customers, following the principle of the 1.5°C scenario of the SBTi, Yue Yuen was committed to
reducing absolute GHG emissions by 46.2% by 2030 within the scope of Scope 1 and Scope 2 emissions of
footwear business, taking 2019 as the base year. The target setting that was validated by the World
Resources Institute (“WRI") is consistent with the SBTi target-setting methodology.

With the remote vision of “net zero emissions”, Yue Yuen has introduced ISO50001 energy management
and ISO 14064 GHG inventory to improve product and energy management performance. Yue Yuen also asks
business partners such as suppliers and joint ventures to pay attention to environmental impact management
in the process of production, manufacturing, transportation and services, and work with the industrial supply
chain to meet various governments’ local regulations specifying GHG carbon management goals.

2016 ' ; '

| Refer to SBTi methodology |
Phase | 2019 | e |
Energy Phase I : @ Tarcers l
base GHG b 1
year base year

Phase | Phase Il Phase Il Toward Net
(2016-2020) (2021-2025) (2026-2030) Zero Emissions

2020 2025 2030
F————--——-—= Average Zero Scope (I+ll) to drop by 46.2%
: Start to fill CDP | energy increase of (2019 base year)
I | consumption GHG
: LT Ml 8 : per pair fo drop
——————————— - by 8%

(2016 base year)
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Management of GHG emission of the Year 2022

Since 2016, Yue Yuen has been conducting GHG inventorying in accordance with ISO14064-1(2006)
standards, and has been introducing 1SO14064-1(2018) standards of GHG inventorying since 2022, and
engaged Taiwan SGS in gradually performing third-party verification. In 2022, Yue Yuen GHG Inventory
Promotion Committee was established to carry out the Group-wide transnational GHG inventorying using the
GHG inventorying organizational chart, and carry out the third-party verification of four legal entities under the
jurisdiction in Taiwan and Vietnam. In 2022, 1ISO14064 certification emissions accounted for 18% of the
Group's emissions, and in the future, we will promote GHG inventorying in various countries year by year,
with a view to achieving the all-around verification of Yue Yuen's footwear manufacturing in 2026.

GHG Inventory Promotion Committee

GHG Inventory
Promotion
Committee

Chief Member

Member for Sustainable Member for Finance Member for
Development & Accounting Business Units

L gy

Organizational chart for GHG Inventory

GHG Inventory Promotion
Committee/Chief member

GHG
Inventory Management
Representative
]
| ]
In?égﬁi’?;d't GHG Inventory
GHE inveriany Management Unit
1
I | | 1
Plants of Business Administrative : :
Unit Centor Supply Chain Public Area/others
Design/ . Various
Development Logistics Mold Factory Facilities
Material Engineering Oither Fasiorizs
Procurement Department
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GHG emissions and carbon emission intensity

GHG inventories Mo

In 2022, the 1SO14064-1(2018) standard was introduced for GHG inventory, and the total carbon emissions of
GHG Scope 1 and Scope 2 combined were 751,000 metric tons of CO, equivalent (tCO,e). Scope 1 (Category
1: direct GHG emissions) is about 50,000 tCO,e, accounting for 7%, and Scope 2 (Category 2: indirect GHG
emissions from input energy) carbon emissions are about 701,000 tCO,e, accounting for 93%. More than

80% of GHG emissions generated by shoe manufacturing sources from the use of electricity, so it is the

main target of carbon reduction. We need to expand green energy, improve, and reduce GHG emissions.

(Unit: 10,000 tCO,e) 2019(Note 3) 2022(Note 2)
Scope | Category 1: Direct GHG 2.7 1.8 1.4 5.0
emission
Scope Il (Regional Category 2: Indirect GHG 56.7 53.6 44.9 70.1
basis Note4) emission of input energy

Total carbon emission Scope | + Scope I
(Regional basis)

Scope Il (Market Category 2: Indirect GHG

basis Note4) emission of input energy

Total carbon emission Scope | + Scope I
(Market basis)

GHG emission of Purchased steam and 12.4 9.1 7.0 8.0
biomass fuel owned boilers

Note 1: For the principles for GHG inventory and emissions calculation, please refer to Appendix E. GHG Inventory
Principle 2022

Note 2: In year 2022, the SO14064-1 (2018) standard was introduced for inventory, and national emission factors was
updated, resulting in a significant increase in emissions.

Note 3: 2019 is set as the base year for scientific emission reduction using the SBTi methodology of scientific reduction

Note 4: Regional baseline carbon emissions=carbon emissions from electricity consumption; market baseline carbon
emissions=carbon emissions from electricity consumption-carbon emissions with REC

42 YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED | Environmental, Social and Governance Report 2022



Environmental Sustainability

Scope Il Emissions

In accordance with the relevant provisions of ISO 14064-1:2018 and with reference to Appendix H of ISO
14064-1:2018 (Procedure Guidelines for Identification of Significant Indirect GHG Emissions), Yue Yuen
established the Company’'s “Procedures for Identification of Significant Indirect GHG Emissions”; after
scoring four factors, such as expected users, emission share, impact level and data quality, it was evaluated
that there are two significant indirect GHG emission items (with scores higher than 1.4), including “indirect
GHG emissions caused by transportation (business travel — air travel)” and “indirect GHG emissions caused
by transportation (transportation of downstream products)”. In 2022, the GHG emission of business travel —

air travel is about 1,509.8 tCO,e, and the GHG emission of transportation of downstream products is about

22,297.9 1COe.

Carbon emission intensity

The difference in carbon emission coefficients between the production processes of shoe brands and the
country’s electricity emissions affects the carbon intensity of factories in major production and operation
bases (Mainland China/Vietnam/Indonesia) in 2022, ranging from 2.6 to 3.5 kg CO,e/pair. (Note: Only the

Scope | and Scope Il are included in the carbon emission intensity calculation)

GHG Reduction Measures of the Year 2022

We will continue to promote energy management and expand the use of green energy in 2022. The energy
management initiative will be implemented in three areas: source equipment procurement management, air
compressor leakage management, and promotion of energy saving projects. 14,347 MWh energy was saved
in total and GHG emissions of 10,849 tCO,e was reduced in 2022.

In terms of expanding green energy construction and purchase, new rooftop solar energy will be installed at
the plant, and a purchase program of REC will be implemented in Mainland China, Vietnam and Indonesia.
The Rooftop Solar System (“RTS”) has been completed at three plants, with a total annual solar energy
consumption of 2,441 MWh, reducing GHG emissions by 1,814 tCO,e. Meanwhile, we purchased green
power certificates in China, India and Vietnam, and the certificates purchased amounted to 145,075 MWh,
offsetting 107,787 tCO,e of GHG emissions.

Expand the use of green energy

Geothermal Hydroelectric
Solar Energy

Types of Green

Power
Energy

Mainland China 387 - 10,378 - 12,201
Indonesia - - - 38,5670 -
Vietnam 1,427 35,380 - - 11,257

35,380 10,378 38,570 23,458
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5.2 Environmental Management
The Company has established an internal environmental management system in accordance with the ISO

14001 environmental management system and the Company’s internal management regulations. In response
to the gradual increase in the standard of environmental requirements in the production area, the basic
management objective is to meet the requirements of local environmental regulations and to continuously
optimise and improve the processing technology and implementation performance of environmental
management measures, with a medium to long-term management goal of moving towards low carbon

production and zero waste.

In FY 2022, 58% of footwear factories have passed ISO 14001:2015 management system certification and

53% of factories using Higg FEM (Facility Environmental Module) for environmental assessment.

Comply with local environmental regulations

Compliance with local environmental emission regulations and environmental management requirements is a
necessary management issue for manufacturing. Due to the increasingly stringent local regulations, we place
special emphasis on regular risk checks for regional environmental compliance in our environmental

management, and identify high-risk events for project management and improvement tracking.

In 2022, there were no incidents of serious environmental pollution caused by oil spills or fuel spills at Yue
Yuen's production and operation sites, and the disposal of waste was in full compliance with the relevant
storage and transportation regulations, with no spills or pollution. Regarding environmental compliance,
according to the Company's exception notification system, there was one environmental penalty record in
2022, as described below.

Environmental penalty record

Violations Penalties Corrective actions Preventive actions

Vietnam | Sewage VND440 million 1. Upgrade the implementation of Strengthen the
discharge (approximately sewage works and personnel compliance
exceeded USD18,960) education and training. supervision and
discharge 2. Strengthen the professional audit for all plants
standard management of plant sewage

pretreatment treatment.
3. Strengthen the drainage water
quality inspection of all plant

areas.
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5.3 Energy Management

Management of Material Topics

What it means to Yue Yuen

In the past, the energy management
was driven by cost saving, but with
the global climate change, the drastic
climate change has impacted the
global business operation, such as
floods and snowstorm, labor high

Policy and Commitment
Climate Change Policy of Yue Yuen Industrial
(Holdings) Limited

Impact

»  Improve energy management and
reduce energy waste.

»  Fail to comply with energy regulations
and impinges on electricity use.

» Increase the cost of investment in
energy-saving equipment.

temperature allowance policy,
insurance cost and natural disaster
resilience.... In addition, international
regulations on climate laws and tax
changes have led to the global trend of
net-zero emissions, which affects the
transformation of corporate energy,
industry, and social lifestyles.

Indicator and Target

» Improve energy efficiency: energy
management meansures/equipment
efficiency enhancement

»  Energy reduction and efficiency
improvement

»  Continue to expand green energy
construction

»  Promote low-carbon manufacturing
technologies

Actions

»  Expand the use of green energy: solar
power/green electricity procurement/
REC/Use of renewable energy.

»  Improve energy efficiency: purchase
energy-saving equipment at source
and replace low equipment in
advance. Energy online monitoring
system, the establishment of energy
control mechanism.

»  Promote the largest public system, air
compressor efficiency routine
measurement, and establish a
replacement system for energy-
consuming air compressor
equipment.

»  Establish an energy-saving intelligent
KM platform, share energy-saving and
carbon-reducing technologies, and
establish an energy-saving
organizational culture.

Sustainability Indicators

HKEx KPI A2 Use of Resources
Environment and

Natural Resources A3.1

GRI 302 Energy

SDG 7 Affordable and Clean Energy
SDG 12 Responsible Consumption and
Production

SDG 13 Climate Action

Evaluation Methods

»  Through the SBTi and 1ISO14064-1
standard, regularly review the
implementation of energy saving and
carbon reduction tracking in the short,
medium and long term and the level of
achievement of the targets.

»  Periodically evaluate the construction of
green energy infrastructure.

»  Air pressure leakage rate is regularly
measured.

»  Report to top management at regular

meetings, review the target achievement

rate and adjust the implementation
measures.

Stakeholder Engagement
Communicate and interact regularly or
irregularly according to the engagement
mechanism of the stakeholders, and
disclose the information on the ESG
Report, relevant platforms or websites.
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Environmental Sustainability

Energy use and energy intensity Composition of energy consumption
The types of energy consumed in the Group's footwear

manufacturing business included electricity, fossil fuels, 81%
biofuels, natural gas and liquefied petroleum gas. The use
of biofuels involves the fuel for steam thermal energy

[T Electricity
supplied by external vendors. The total energy I Fossil fuels
consumption of Yue Yuen in 2022 was 4,072.5 TJ, of M Biofuels

which the energy consumption ratio of electricity was
81%.

In 2022, 24% of our footwear production bases have
passed the ISO 50001 system.

Electricity usage statistics

Electricity Quantity Electricity Consumption

Electricity RTS RTS

Electricit Electricit
. (Green Power) . (Green Power)

2022 911,655.3 2,441.0 3,282.6 8.8
2021 824,109.5MNote D 1,222.8 2,967.3 4.4
2020 1,120,370.7 0.0 4,034.1 0.0
2019 1,085,230.8 0.0 3,907.5 0.0

Unit description: MWH : Megawatt hours; TJ : Tera Joule
Note 1: In 2021, due to the COVID-19 pandemic, the country shut down for about four months in Vietnam, which is an
important production base of Yue Yuen, thus affecting the annual power difference.
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Fuel use statistics

Fuels Consumption

: Natural gas/ : Natural gas/
Heavy oil/ : _ : Heavy oil/ : : :
: Liquefied Rice husk/ : Liquefied Rice husk/
diesel/petrol/ diesel/petrol/
petroleum Palm shell petroleum Palm shell

other fuels other fuels

gas gas
Non- Non- Non- Non-
Description Renewable Renewable
renewable renewable renewable renewable
10,000
KL 10,000 M? . TJ TJ TJ
metric tons

2022 4,016.9 252.7 3.6 146.4 87.7 547.0
2021 2,337.0 23.1 5.0 79.6 25.1 758.2
2020 4,198.6 0.0 6.0 143.3 4.6 901.9
2019 6,225.4 180.2 8.5 214.0 65.1 1,280.3

Unit description: KL : Kilo Litre; TJ : Tera Joule

Note 1: In respect of the calorific value selection for fossil fuels, as it is not easy for countries to obtain calorific value, the
unit calorific value table of energy products in the Energy Statistical Manual published by the Energy Bureau of
the Ministry of Economic Affairs of Taiwan and the data published by the IPCC in 2006 are used as the
representative calorific value.

Note 2: In respect of the biomass fuel quantity estimation method, it is calculated using the purchased steam quantity
(generated by the biomass fuel boiler), with the steam pressure generated by the boiler as 10.0 kgf/cm?,
assuming the boiler efficiency as 85.0%, and adopting the heat value of the solid biomass fuel as 3,600.0 kcal/kg
through thermodynamic calculation. The ratio of steam to biomass fuel consumption was 0.2173.

Energy intensity

Year Energy intensity Vot (MJ/pair) Description
2022 11.6~18.7 (Note 3) Mainland China, Indonesia and Vietnam are
2021 10.3~16.9 Note 2 important shoe-making production bases of Yue

Yuen, and the output of shoes accounts for more

202 10.3~22.
020 0.3 6 than 90%. Therefore, the average energy

consumption of shoes is estimated based on the
2019 8.3~14.5 three major production bases of Mainland China,
Indonesia and Vietnam.

Unit description: MJ : Mega Joule; Pair: every pair of shoes

Note 1: Energy intensity is obtained by regions and presented as a range of energy intensity.

Note 2: In 2021, due to the COVID-19 pandemic, the country shut down for about four months in Vietnam, which is an
important production base of Yue Yuen, thus affecting the energy indensity difference. The average energy
consumption per pair is calculated by electricy adding the on-site solar energy generation in 2021.

Note 3: The average energy consumption per pair is calculated by electricy adding the on-site solar energy generation in 2022.
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Sustainable energy management: energy conservation projects and initiatives

I S T N

» Annual energy saving equipment procurement at » Expansion of green »  Sharing of energy

source/replacement of low energy efficiency
equipment: purchase new energy saving equipment
to replace old models, cumulative energy saving
benefits reached 14,737,988MJ(4,094 M Wh).
Promote air compressor routine leakage measurement
projects: In 2022, the leakage rate of the Group's
overall air compressor system will be reduced to less
than 14%. The energy saving efficiency is
3,944,609MJ (1,096 MWh).

energy construction:
solar power/green
electricity
procurement/REC/Use
of renewable energy.
Energy digitization:
Energy monitoring/
water and sewage
monitoring/air pollution

monitoring/

saving and carbon
reduction technologies
on energy-saving
intelligent KM platform
Establish energy
conservation
organization culture:
communication and
learning within the

Group and model

Energy saving project: implemented 56 energy-saving

projects in 2022, with energy-saving benefit of temperature disk data factory optimization

32,966,436 MJ (9,157 MWh).

systems

Expanding the use of green energy - solar energy construction and purchase of REC

Yue Yuen started the construction of solar power system in Vietnam plant in 2021, continued to expand the
rooftop solar system in 2022, and completed the system construction in factories in Mainland China. The
cumulative scale of solar power construction has reached 6 MWh, and the cumulative annual consumption in
2022 is 2,441 MWh. The construction plan is under continuous evaluation. Factories in mainland China,
Vietnam, Indonesia and other production bases will purchase REC, and the cumulative purchase amount of
REC reached 145,075 MWh in 2022. The Group also actively participates in the green electricity procurement
plan in Vietnam, and continuously increases the green energy consumption in the Group's factories to ensure

sustainable development in energy use. In 2022, the green energy accounted for 16%.

Solar panels on the roof of a factory in Mainland China

48 YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED | Environmental, Social and Governance Report 2022



Environmental Sustainability

Expand the use of green energy

Green energy Geothermal Hydroelectric
Solar Energy Wind Energy
type

RTS REC

Mainland China 667 - 17,862 - 21,000
Indonesia - - - 48,213 -
Vietnam 1,774 44,000 - - 14,000

Total 2,441

Green energy percentage

Gre::j::rgy . e Green Ener(g:e’percentage
Unit MWh MWh
2022 2,441 145,075 16
2021 1,223 73,996 9

Note: Green energy percentage = (RTS + REC/(RTS + electricity)
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5.4 Water Resources Management
In the shoe manufacturing value chain, the dyeing and finishing process of fabric material is the source of

shoe upper material supply and also a water resource impact with high water consumption and high pollution
characteristics. The shoemaking is a low water consumption production process. In terms of the use of water
resources in the factories, most of the water is used to supply the livelihood of the employees in the factory,
while a small part is for the shoe sole manufacturing process. In accordance with the concerns of
stakeholders on the safe and sanitary management of drinking water for employees and the international
sustainable trend on water resources, the Company follows the sustainable vision of zero waste in water
resources management policy. In addition to ensuring that the provision of safe water is in line with the
water quality standards and the treatment and discharge water is in line with the local regulations and control
standards, the mid — and long-term plan aims to gradually improve the reuse of water resources in the planst

and avoid excessive depletion of natural water resources.

Water resource impact of shoe manufacturing value chain

Low
water-cosuming
impact

e U,

Material Upper Adhesive ~ Storage ST L
processing processing packing
Sole Clean

manufacturing

Paper industry

50

Continuous promotions in 2022

e Effective treatment with sewage
. plant treatment facilities.

Clean discharge ) o )
e \Water quality monitoring and daily

inspection of environmental risks.

Management performance

Both the discharge and the
effluent met the control standard.
The results of ZDHC test were in

line with the emission limits.

. e Evaluation of reclaimed water
Decrement discharge .
reuse project.

Ongoing

R i e Reuse project for both the
ecyclin
g discharge and the effluent.

Continuous evaluation and reuse

promotion.

Note: Zero Discharge of Hazardous Chemicals (“ZDHC") is an organization which promotes zero discharge of hazardous

chemicals in the textile, leather, shoe-making and other industries.
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Water resource risk assessment form

Policy and Regulatory standards Tightening of wastewater quality/ Strengthen the treatment efficiency
regulation quantity discharge regulations. of water treatment plants, and plan
*  Imposing water consumption for additional advanced treatment
fees, sewage fees or technology units where necessary to
environmental protection taxes. enhance water treatment capacity
* Increasing the requirement ratio and reduce pollutant emissions.
of effluent recycling. Actively evaluate the target
e Limiting the amount of water processes for reuse of treated water
discharge permitted. and improve the reuse rate of water
resources.
Technology/ Customer requirements e Investment in new technologies Continue to collect and evaluate new
Market for water treatment. water treatment technology solutions
e Customers require us to provide and their applicability.
green products with low water Cooperate actively with
pollution (including materials manufacturers that have passed
using low water pollution customer standard verification in line
processes). with customer needs.
Corporate Major event o The discharge water quality is Strengthen the daily self-monitoring
reputation announcements not in compliance. mechanism, detect the risk of

exceeding the standard at any time

and rectify such risk immediately.

Immediate loss

e The frequency of
disasters caused by
drastic climate
change.

e Financial damage

and recovery costs.

* Increasing intensity and
frequency of extreme weather
conditions (typhoon, heavy rain,
snowstorm, flood, etc.) may
result in employee being unable
to work, damage to plant
facilities and disruption of energy
resources and materials supply.

e The water source is subject to
variation due to deteriorating
environmental conditions, which
results in the increase of water
resources treatment costs.

Establish an abnormal event
notification and response
mechanism, including a response
mechanism for abnormal events
caused by climate risks.

Incorporate climate risk into the
consideration of the site selection
assessment and construction design
of new plants.

The treatment capacity of the water
treatment plants has been improved,
and advanced treatment technology
units are planned to be added when

necessary.

Long term risk

Water Risk Filter (WWF)

Flooding risk and drought risk may
result in risks of damage to plant
facilities, water resource shortage and

poor water quality.

Continue to pay attention to international
water resources risks and regional early
warning information to provide decision-

making reference for operators.
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Based on the World Wide Fund for Nature (“"WWEF") Water Risk Filter (“WRF") indicator, the water risk level
in the countries where Yue Yuen's overseas production bases are located is assessed, and identified that

Yue Yuen's footwear manufacturing bases are currently located in areas with limited risk of water stress.

Water risk level in the countries where the Group’s production bases are located

Risk level
Water indicators
Mainland
(WRF) Indonesia | Vietnam | Bangladesh | Myanmar | Cambodia
China
Overall Waters Risk
2.8 2.3 3.1 3.1 2.8 2.8

(Score)
Water Scarcity 2.4 1.3 2.1 2.5 1.9 2.1
Degree of Drought 2.4 1.0 1.0 1.0 1.2 1.0
Flood Probability 3.0 2.7 4.6 4.9 3.4 4.0
Water Pressure

) 2.7 1.2 1.5 1.2 1.1 1.1
Baseline

Note: WRF risk level descriptions:

1: No risks or very limited risks
2: Limited risks (low risk)

3: Contains risks (moderate risk)
4: High risks

5: Very high risks
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Water resources information

The source of water supply for the Group’'s major footwear production bases is mainly from local municipal
water supply, surface water and groundwater, most from the former. And the factory areas are equipped
with water purification treatment facilities and reverse osmosis (RO) water purification system equipment as
needed. The total water usage of the Group’s footwear production bases in 2022 was approximately 14,218.3
million liters. The Group’s water supply source and water usage are within the local government'’s permitted
range, thus having minimal impact on the local water supply. As the only source of water supply for the
Cambodian factory is groundwater, the Company uses the American ASR Law (Aquifer Storage and
Recovery) and technology. The large artificial lake in the factory is made by referring to the American ASR
technology to collect and store the rainwater in the factory and inject the water resources from the
underground reservoir through the natural infiltration replenishment mechanism to achieve the goal of
sustainable management of groundwater resources. This case has been approved by the Ministry of
Environment of Cambodia with multi-ministry environmental assessment and review. Through the
environmental assessment and review, it was confirmed that the supplementary amount of ASR was more

than 50% of the maximum water consumption in the factory.

For the management of the safe use of water resources, the laboratories at the district administrative
centers perform monthly sample testing of water quality every month, and release the results of water
quality testing to all factories. External parties are also engaged in water quality tests on a regular basis,
which will be reported to the local authorities as required by laws to ensure the water in all factories is in

compliance with the local water quality standards.

Water intake percentage (%) Water consumption

Restaurants
and drinking
water

RO treating system —

Plant water consumption

Water for daily use

Public/fire water
Recycle of
Park watering effluent from

sewage plant

Water purchase  [ll Municipal water supply

Lake/river water Groundwater
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Water intake by footwear manufacturing bases for years 2019 to 2022 Unit: million liters
m Other water
Total water Municipal Surface
. Water
intake water supply | water (River/ | Groundwater
purchase
volume Lake)
Mainland China | Jinjiang (Jiangxi) 2022 6,899.9 6,899.9 0.0 0.0 0.0
Fuhe (Hubei 2021 7,087.0 7,087.0 00 00 00
South Branch of
. . 2020 7,001.4 7,001.4 0.0 0.0 0.0
Dongjiang River
(Guangdong) 2019 3,670.1 3,5656.0 1141 0.0 0.0
Vietnam Tonai river 2022 3,057.6 2,336.5 7211 0.0 0.0
SONG LA BUONG River 2021 24105 1,956.4 454.1 00 00
Water Supply Company
2020 4,691.5 2,673.4 2,018.1 0.0 0.0
Ho Chi Minh City Dike
Water Company 2019 6,521.7 3,235.3 3,286.4 0.0 0.0
Indonesia Sungai Cikambuy 2022 3,828.3 440.2 2,882.3 3911 114.7
Municipal water supply. 2021 42429 276.3 3,521.6 3572 878
Well water
2020 4,563.9 270.9 3,942.1 244.0 106.9
2019 4,538.5 575.0 3,706.3 257.2 0.0
Cambodia, Ground water 2022 432.5 87.8 159.4 185.3 0.0
Bangladesh and | Water for industry park 2021 3440 894 0.0 254.6 0.0
Myanmar
2020 339.4 72.0 0.0 267.4 0.0
2019 346.7 53.3 0.0 293.4 0.0
Total 2022 14,218.3 9,764.4 3,762.8 576.4 114.7
2021 14,084.4 9,409.1 3,975.7 611.8 87.8
2020 16,596.2 10,017.7 5,960.2 511.4 106.9
2019 15,077.0 7,419.6 7,106.8 550.6 0.0

Note: Zero rainwater is used for direct collection and storage. For wastewater from other organisations, the amount of
extraction containing cooling water is zero.
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Sewage discharge management

The Company has formulated the internal “Management Measures for Sewage Pollution Prevention and Control”,
which takes legal compliance as the first consideration, followed by recycling, and the final management is towards
zero emission. In accordance with the Group's vision of environmental sustainability and zero waste, set up a
phased management plan and strengthen the management of water usage check and digital data management. In
respect of compliance management, based on the ZDHC emission limits that are in line with local emission
regulations and brand requirements, strengthen the opportunity of reuse of water in the plant to meet the
requirements of emission reduction. The medium and long term management goal is to actively seek treatment of
effluent water applied to the potential water supply of the plant, and strive for the vision of zero emission.

Sewage purification treatment

Most of the sewage of the footwear factories comes from water used by employees for domestic use, and
small amount of sewage comes from the cleaning, painting and spraying operations of the soles manufacturing
process. Chemical coagulation pre-treatment equipment has been set up in all factories especially for the
treatment of industrial sewage before it is channeled to a sewage treatment work of the factories for
secondary biodegradation and advanced purification treatment.

T

Industrial ’ Chemical =

sewage coagulation = 2=

S o ® c =]

pretreatment cEa o 5 H =&
= S E ® =5 Disacharge

o T O 4 N 1

[ > ® = 55

= T 9o = S
. . = <5 3 E < (receiving water
Daily Collection and = «n = bodies specified in
sewage mixing tank (=] the environmental

assessment document/

municipal sewage plant)

There is a dedicated water quality laboratory for large scale sewage treatment work to perform the testing and
monitoring of water quality. We also regularly entrust inspection agencies approved by competent local authorities
to conduct water sampling and testing of the effluent according to laws. The sewage is properly discharged
through legally permitted means. Effluent from stand-alone factories are discharged to the receiving water bodies
designated by the local authorities specified in the environmental assessment document according to laws and
regulations, while those from factories located in industrial development parks are discharged to municipal
sewage treatment works or the sewage treatment works in the industrial areas according to laws and regulations.
There is no direct discharge into nearby water bodies. Some factories are also equipped with detention ponds to
receive the processed water from sewage treatment which works as a water supply source for subsequent reuse
in the factories as well as in the parks where employees can relax after work.

Detection and
reporting frequency
according to

Standard reaching rate ZDHC standard reaching rate

the permit
Mainland China 2 times/year 100% (online monitoring) No excess substance
Vietnam 4 times/year 100% (online monitoring) No excess substance
Indonesia 4 times/year 100% (online monitoring) No excess substance

Note: The sewage water quality standard follows the discharge water quality standard announced by the local authority.
For ZDHC, refers to: https://www.roadmaptozero.com/output?locale=en
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Amount of Effluent and Water Consumption

ez | aom | a0 | oo |z | 2o | 20

(unit: million

liters)

Environmental Sustainability

Water consumption

4,359.0

4,687.5

5,665.6

8,116.5

9,859.4

9,496.9

Mainland China 542.6 1,377.5 | 1,582.0 | 2,945.1 6,357.3 | 5,709.5 | 54194 725.0
Vietnam 1,566.4 874.4 1,375.5 | 3,014.4 | 1,491.3 1,5636.1 3,316.0 | 3,5607.3
Indonesia 1,9445 | 2,037.6 | 2,440.2 1,912.4 | 1,883.8 | 2,205.3 | 2,123.7 | 2,626.1
Cambodia,

Bangladesh and 305.5 298.0 267.9 244.6 127.0 46.0 71.5 102.1
Myanmar

10,930.6

6,960.5

Note: The total water consumption is calculated based on the process wastewater + domestic sewage in factory areas.

Water consumption = water intake - amount of effluent

Water Intensity
The major footwear production bases of Yue Yuen are mainly in Mainland China, Vietnam and Indonesia,

accounting for more than 90% in total. Therefore, the water intensity of footwear is estimated based on that
of Mainland China, Vietnam and Indonesia. The water intensity is approximately 43.3 litres/pair, which is
estimated according to the total water consumption.

Recycle of The Processed Water

Yue Yuan has effectively increased the amount of sewage collected and treated in factory areas through leak
inspection of factory pipelines to reduce the risk of leakage and pollution, and has sought to reuse treated
water in factory areas in compliance with the requirements of local laws and regulations to enhance the use of
water resources. Restricted by the regulations on the use of recycled water in various places, currently, the
treated water can only be reused for watering green plants, flushing toilets and fire drills, etc. in factory areas.
Some factories are also equipped with detention ponds to receive the processed water from sewage treatment
for other needs within the factories. The water recycling rate of footwear factories under the Company has
reached 35.4% (Water recycling rate (%) = volume of recycled water/total volume of processed water).

Volume of processed water and recycled water from sewage plants

(unit: million liters)

Total volume of Volume of Total volume of Volume of
processed water recycled water processed water recycled water

Water recycling

8,743.3

3,096.3

Mainland China 726.0 185.6 1,652.2 183.2
Vietnam 5,025.8 2,328.0 4,499.4 2,332.3
Indonesia 2,218.5 268.9 2,469.3 262.6

Cambodia,

Bangladesh and 773.0 313.8 599.2 2431

Myanmar

rate (%)
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5.5 Waste Management

Management of Material Topics

What it means to Yue Yuen

The wastes generated from the
manufacturing process are divided
into hazardous and general wastes.
Hazardous wastes that cannot be
disposed of through compliance
procedures will have a serious impact
on the surrounding environment. The
storage and disposal of hazardous
wastes is a matter required by the
local competent authorities in various
places and must be carried out in
accordance with local laws and
regulations. Such wastes shall be
sorted, stored, removed and treated
pursuant to local laws and regulations,
and shall be supervised by relevant
competent authorities of the local
government to ensure legal and
compliance operations.

Policy and Commitment

»

Comply with and conform to regulations
on environmental protection, safety and
health and other requirements, and
establish relevant standard operating
procedures for implementation.
Establish waste management and
transportation and waste reduction and
reuse mechanisms in accordance with
local regulations to reduce the
environmental impact of wastes.

Impact

»  Reduce the impact of pollution on
the environment and ensure the
health and safety of employees and
the community.

»  Vendors do not properly dispose of
the wastes, which will pollute the
environment.

»  Risk of violation of environmental
laws and regulations which affect
operations.

Indicator and Target

>

In accordance with local laws and
regulations, the qualified vendors
recognised by the government are
engaged for waste removal and
treatment to reduce the impact of
industrial activities on employees and
residents around the factories. The
Company strives to reduce the impact of
wastes on the environment.

2019-2022: Integrate measure and
analyze waste categories, to master
waste generation information and test
waste reuse technologies.

Since 2023: Promote the reuse of waste
to improve the recycling rate of waste.

Actions

»  Plan and establish the waste baseline
data and reporting mechanism,
through an orientation session to
communicate with the declaration
terminal in respect of completion of
the declaration system and
establishment of baseline data, to
confirm the declaration terminal’s
confirmation of the filing status of
the declaration forms.

»  Through the baseline data and
reporting mechanism for waste, the
Company verifies the reporting
contents by adopting the monthly
review mechanism.

»  Confirm the compliance status of the
waste disposal providers through
annual audits.

Sustainability Indicators

HKEx KPI' A1 Emissions

GRI 306 Waste

SDG 12 Responsible Consumption
and Production

Evaluation Methods

»

Monthly review waste declaration and
check environmental compliance risk.
Complete the collection of the relevant
waste data and confirmation of operation
in the factories.

Evaluate the digital management
mechanism and process.

Hold the Company’s management review
and reporting meeting semi-annually.
Hold an environmental energy and safety
and health committee meeting in each
quarter.

Stakeholder Engagement

According to the stakeholder engagement
mechanism, the Company will conduct
regular or irregular communication and
interaction, and will disclose the
information in the ESG Report, relevant
platform or website.
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Waste Streams of Footwear Value Chain

Value chain ‘. Product ' Value chain
upstream manufacturing downstream

_Upper

, materials
Fiber woven
fabric, leather

shoe sole
materials Footwear

EVA, Rubber, manufacturing process
PU, TPU

Adhesive Solidification
materials Recycling within )
the factories Direct

Glﬁe potion (Hazardous wastes) disposal Landﬁ"

(household wastes)
accessories Wastes Incineration

. (general industrial
Machine wastes) (reusable

equipment wastes)
(lubricant)

Leather industry
Textile industry

Rubber and plastic industry
Petrochemical industry

Recycler acquisition Direct

n disposal
Packaging
materials Recycled materials

Paper
industry

Value chain upstream Product manufacturing Value chain downstream

58 YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED | Environmental, Social and Governance Report 2022



Environmental Sustainability

As the composition of industrial wastes in the footwear industry is relatively complex, the Company focuses
on waste management objectives, with emphasis on legal removal and treatment and reduction of negative
environmental impact, and long-term management towards waste reduction at source and resourceful reuse.
All wastes in the factories must be transported and treated by qualified vendors certified by the government
in accordance with local laws and regulations; reusable wastes are sorted and collected with reference to the
classification items of brand customers. In terms of waste management, to ensure proper disposal of wastes
by disposal service providers, the local administration center, in cooperation with the waste production
factories, regularly performs waste removal and disposal follow-up operations, and records information on
waste collection and waste delivery on the same day to ensure the effective commissioning of waste
removal and disposal. At the same time, the Company is also actively considering various ways to recycle the
shoe wastes generated by the footwear factories. At present, there are also relevant on-going researches

and implementation of technical testing projects conducted in the factories.

Management Management Execution method
policy strategy

~ Entrust the environmental k'
- protection manufacturer with
D|5p°se of __> hazardous waste treatment license
Implement wastes by laws to handle and report regularly in
= accordance with regulations
pollution dance with regulat
control and ™y
) ) Gradually reduce the
management Reduce negative | N | amount of waste
environmental impact buried for disposal.
™ Promote the measures of cutting A
Reduce waste at together with the same material in the
Promote industrial source manufacturing process to reduce edge
waste reduction slope production edges.
recycle resour } : )
ecycle resources ™ Actively search for waste recycling )
Reuse technology and manufacturers,
consultation and evaluation and
cooperation negotiation.
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Waste Classification and Treatment

Wastes in the factories are mainly classified into hazardous (toxic, inflammable, corrosive, etc.) and non-
hazardous wastes, and non-hazardous wastes can be further divided into three types of wastes, namely
general industrial wastes, reusable wastes and household wastes. The disposal methods of wastes can be
divided into landfill, incineration, incineration-thermal energy recovery, recycle and solidification. The Recycle
Materiel Control Center is established within the factory area, where uniform collection, classification,
measurement and reporting is performed. A local qualified disposal service provider is engaged for general
industrial wastes disposal. As for the hazardous industrial wastes, the Group follows local laws and
regulations of the operation to identify, classify and store such wastes in a dedicated hazardous waste
storage area, and appoint dedicated staff to manage. Local recycling companies that have hazardous
industrial waste disposal operation licenses are engaged to handle subsequent delivery and processing.

However, there is no cross-border transportation or entrusted treatment.

The total volumes of wastes handled by Yue Yuen in 2022 were 79,049.8 metric tons, with 6,220.8 metric
tons of hazardous wastes and 72,829.0 metric tons of non-hazardous wastes. 100% of wastes generated
were disposed of in accordance with the local government’s regulations on wastes, and assigned to local
compliant service providers with periodic confirmation of handling process to ensure that the wastes were

properly handled.

The waste
generation unit
records the type and
weight of waste
generated.

The Company
compiles the types
and quantities of
waste generated
every month and
submits the
information to the
SD window of the
factory.

The SD of the factory
checks the
information on type
and weight of the
reported wastes
generated and
submits such
information to the
SD Environmental
Protection Business
Window of the
Administration
Center after
confirming that they
are correct.

The SD
Environmental
Protection Business
Window of the
Administration
Center verifies the
correctness of
classification and
weight of the
reported wastes of
each factory in
accordance with the
regulations, and after
confirming the
correctness, submits
such information to
the Function Section
for data compilation.
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Annual test projects (ongoing)

Clean emission e (Categorization collection and statistical analysis.

e Increase in the usage ratio of recycled EVA waste as an alternative to raw

Emission reduction materials in footwear factories to reduce the amount of EVA waste
produced.
) e Recycling experimentation with manufacturers to convert wastes into fuel
Recycling )
rods, soundproof mats, carpets, plastic mats, etc.
Waste percentage by type Waste percentage by treat method

8%

B General industrial B incineration

wastes L
"1 Incieration — thermal

energy recovery
| Recycle
[ Landfill

| Reusable wastes
| Household wastes

[ Hazardous wastes

61 YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED | Environmental, Social and Governance Report 2022



62

Environmental Sustainability

Weight table of various types of waste treatment in the production areas Unit: metric tons

Non-hazardous wastes

Hazardous General
Reusable Household
wastes industrial
wastes wastes
wastes

2022 641.3 3,714.9 2,208.1 950.1 7,514.4

2021 872.0 3,221.3 1,673.7 1,614.1 7,381.1
Mainland China

2020 793.9 5,872.6 1,178.9 4,632.5 12,477.9

2019 878.7 4,058.2 1,847.0 7,601.3 14,385.2

2022 3,174.1 19,869.0 6,651.0 6,425.5 36,119.5

2021 2,466.9 16,362.2 4,532.1 3,662.2 26,923.4
Vietnam

2020 3,435.8 22,540.6 27,771.8 4,670.2 58,418.4

2019 5,006.5 48,963.2 11,097.7 13,432.2 78,499.6

2022 2,238.9 21,661.2 2,086.0 6,883.5 32,869.6

2021 2,023.9 15,1156.7 2,696.4 6,795.9 26,631.9
Indonesia

2020 1,753.8 13,072.7 635.5 6,081.2 21,543.2

2019 1,662.0 15,299.7 1,581.0 11,363.3 29,906.0

2022 166.5 1,178.7 559.5 641.6 2,546.3
Cambodia, 2021 179.3 973.4 490.9 1,519.5 3,163.0
Bangladesh and

2020 206.4 435.6 153.3 794.6 1,589.9
Myanmar

2019 148.4 705.5 156.8 737.0 1,747.7

46,423.8

69,026.6

11,504.6

14,682.5

14,900.7

AVA 5,542 .1 35,672.6 9,393.1 13,491.7

2020 6,189.9 41,921.56 29,739.5 16,178.5

33,133.8

79,049.8
64,099.4
94,029.4

124,538.5

Note: The amount of household wastes for employees in Mainland China is estimated based on the number of

employees* 0.25 kg/person.
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Weight table of waste treatment by treatment method in the production areas Unit: metric tons

Incineration-
Landfill Incineration | thermalenergy | Recycle Solidification
recovery
2022 0.0 0.0 5,136.1 2,378.3 0.0 7,514.4
Mainland 2021 68.7 3,236.3 2,362.9 1,713.3 0.0 7,381.1
China 2020 394.9 7,106.7 3,058.8 1,917.5 0.0 12,477.9
2019 1,160.9 8,904.1 1,755.7 2,564.5 0.0 14,385.2
2022 2,216.0 3,281.9 20,640.1 9,981.5 0.0 36,119.5
2021 1,639.9 14,556.4 4,601.9 6,125.2 0.0 26,923.4
Vietnam
2020 3,250.0 16,637.0 5,909.8 31,008.0 1,613.6 58,418.4
2019 7,889.0 23,809.6 26,112.7 19,186.5 1,501.8 78,499.6
2022 5,371.1 0.0 14,994.4 12,504.1 0.0 32,869.6
2021 6,063.9 0.0 12,859.3 7,708.8 0.0 26,631.9
Indonesia
2020 4,730.5 207.4 9,280.5 7,324.8 0.0 21,543.2
2019 9,842.8 1,069.1 9,765.1 9,229.0 0.0 29,906.0
. 2022 1,073.8 406.4 489.7 576.3 0.0 2,546.3
Cambodia,
and 2020 1,375.9 0.0 0.0 214.0 0.0 1,589.9
Myanmar
2019 1,253.1 0.0 0.0 494.6 0.0 1,747.7

79,049.8
64,099.4

94,029.4

124,5638.5

Note: Waste treatment is conducted in accordance with regulations by means of landfill, incineration, incineration- thermal

energy recovery, recycle, etc., rather than by on-site storage or composting.

Waste Intensity

The major footwear production bases of Yue Yuen are mainly in Mainland China, Vietnam and Indonesia,
accounting for more than 90% in total. Therefore, the waste intensity of footwear is estimated based on that
of Mainland China, Vietnam and Indonesia. The hazardous waste intensity is approximately 0.03kg/pair, which
is estimated according to total hazardous wastes; general waste intensity is 0.31 kg/pair (Waste statistics are
calculated based on all the waste produced in the factories, including processed wastes and household

wastes).
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5.6 Management on Air Pollutant Emission

Management of Material Topics

What it means to Yue Yuen Policy and Commitment Impact

Air pollutants include volatile organic »  "Guidelines on Air Pollution Control »  Reduce the impact of pollution on
compounds (“VOCs"), sulfur oxides, Management” the environment and ensure the
nitrogen oxides and particulate »  Prioritize compliance with local emission health and safety of employees and
pollutants from biomass fuel boiler standards to reduce the impact of communities.

gas. Fuel boiler flue gas is discharged industrial activities on employees and »  The production bases fail to properly
through pipes and is regularly residents around the factories. dispose of the wastes, which will
inspected to meet emission standards, | »  Comply with and conform to regulations pollute the environment.

while the VOCs are treated by on environmental protection, safety and »  Risk of violation of environmental
establishing pollution prevention health and other requirements, and laws and regulations which will
facilities in accordance with establish relevant standard operating affect operations.

environmental laws and regulations of procedures for implementation.

each country, and are discharged » Install prevention equipment and conduct

directly after meeting local emission air pollution emission testing in

standards. accordance with local regulations to

ensure compliance with local regulations
on emission standards.

Indicator and Target Actions

» Install prevention equipment and conduct | »  Establish equipment design review
air pollution emission testing in and control mechanism, regional
accordance with local regulations to environmental risk - checking
ensure compliance with local emission mechanism.
standards and reduce the impact of air » In 2022, the Company purchased 21
pollution emissions on the environment. pieces of pollution prevention

»  Set up source control mechanism for equipment, treatment technologies
prevention equipment to ensure the of which included dust treatment
processing efficiency of equipment systems, activated carbon
installation, and conduct inventory and adsorption, and other air pollution
operation optimization of equipment type prevention equipment, to ensure
and operation parameters to ensure the compliance with local regulations and
processing efficiency of equipment standards.
already installed. » Inaccordance with the environmental

risk checking mechanism of the
factory, the Company will evaluate
the installation requirements of
pollution prevention facilities for
high-risk events and carry out related
improvement projects in advance to
ensure that the treatment
technology, quantity, and treatment
efficiency of the air pollution
prevention equipment installed at the
factory end can meet the
requirements of local regulations.
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Environmental Sustainability

Management of Material Topics

Sustainability Indicators

HKEx KPI' A1 Emissions

GRI 305 Emissions

SDG 12 Responsible Consumption
and Production

Evaluation Methods

»  Monthly environmental compliance risk
check and improvement rate: The annual
implementation rate of internal
environmental risk assessment in 2022
was 100%. There are 66 incidents of risk
management, and the completion rate of
improvement is 95%. The remaining
improvement works are in the process of
completion and acceptance, which will
be continuously tracked and managed.

»  Hold the Company’s management review
and reporting meeting semi-annually.

»  Hold an environmental energy and safety
and health committee meeting in each
quarter.

Stakeholder Engagement

According to the stakeholder engagement
mechanism, the Company will conduct
regular or irregular communication and
interaction, and will disclose the
information in the ESG Report, relevant
platform or website.
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Air pollutants from footwear include VOCs, sulfur oxides, nitrogen oxides and particulate pollutants from fuel
boiler gas. With respect to the prevention and management of air pollution, the Company has formulated the
“Guidelines on Air Pollution Control Management”. The first guiding principle is to keep the emission in line
with the local emission standards. The Company has strengthened its daily environmental management
efforts in terms of management, carried out complex pollution prevention and control projects and conducted
air pollution emission tests in accordance with the requirements of local competent authorities to ensure

compliance with the emission standards stipulated by local laws and regulations.

Since the fuel boilers at overseas production bases have gradually been outsourced, the control of VOCs
generated from the manufacturing process has also gradually changed from fugitive emissions to pipeline
collection and treatment. For the management of VOCs emissions, the Group has complied with the
environmental assessment requirements stipulated by the competent authorities in every production base
and has set up necessary and effective collection and treatment facilities. For the production bases in
Mainland China, in addition to establishing facilities for comprehensive treatment and purification, the Group
has gradually installed online monitoring facilities to tighten its management on air pollutant emission, so as

to assume the corporate responsibility of improving air quality in the local areas.

Air pollutant emission from footwear manufacturing bases through collection and treatment

pipes
Particulate SO, NO, voC
Region
(kg/year) (kg/year) (kg/year) (kg/year)
2022 4,266.3 495 891.4 5,428.5
Mainland China
2021 6,097.8 35.3 5,668.2 3,377.0
2022 1,808.6 6,919.1 26,775.6 -
Vietnam
2021 340.2 119.7 5,604.7 -
2022 5,973.7 1,618.8 7,149.9 -
Indonesia
2021 4,708.7 1,131.7 9,816.2 -

12,048.6 34,816.9

11,146.7 21,089.1

Note: Emissions are recalculated because the flow measurement method in Vietnam was changed in 2021
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Stakeholders are increasingly concerned about whether companies take into account the management of
social and environmental issues in their procurement and manufacturing process, so as to reduce cost,
prevent damages to reputation and mitigate the risk of supply interruptions. Yue Yuen incorporates the ESG
performance of suppliers into the selection and management process, and creates a sustainable and resilient
supply chain by establishing a responsible and transparent supply chain management framework. In addition,

we follow the chemical management systems of brand customers to ensure safe use of products.

6.1 Raw Materials Procurement

Selection of Raw Materials

The selection of raw materials is an important factor in the manufacture of quality products. Yue Yuen
provides product manufacturing services for international quality brands and attaches importance to
any customer requirements for product quality. From product development and design to
manufacturing, raw materials are selected in strict compliance with the specifications of relevant
international products and brand customer material, the standard requirements of the MRSL and the
ZDHC, and at the same time, the Group actively adopts materials that conform to the requirements of
brand customers for environmentally sustainable materials. For the procurement management of raw
materials, the Group not only requires material suppliers to sign commitment documents for zero use
of prohibited and restricted substances and provide relevant material inspection reports, but also

conducts sample tests on specific materials to ensure that the quality meets the requirements.

Create A Restricted Substances List (“RSL”)

Various chemicals, including but not limited to melt glue, leather treatment agents, accelerators and
activators, are used in the process of leather, cloth and sole treatment, sewing and gluing for all kinds
of shoes. In order to prevent the negative impact of chemicals on human health and the natural
environment, Yue Yuen follows the RSL provided by various international brands, the RSL announced
by the “Apparel and Footwear International RSL Management (AFIRM) Group” and the MRSL
published by the ZDHC Alliance, to control the restricted substances in the raw materials purchased
according to the limit of such regulations, and regularly update the restricted substances lists for

companies on an annual basis according to the regulations of brands.

Links to list of restricted substances

Brand RSL

ZDHC-MRSL

https://mrsl.
roadmaptozero.com/
MRSL2_0

AFIRM

https://afirm-group.
com/wp-content/
uploads/2021/03/2021_
AFIRM_
RSL_2021_0226a.pdf

https://chemistry.nike.

com/restricted-
substances-list

Adidas

https:/fwww.
adidas-group.com/
mediaffiler_public/60/
a3/60a38e1d-90aa-
43a0-a749-
a8350099aaed/2020_
adidas_product_safety_
policy_a-01.pdf

https://d1io3yog0oux5.

cloudfront.net/vfc/files/
pages/vfc/db/436/

description/20211229/
VF_2022_RSL.pdf

Oberalp

https://www.oberalp.
com/website_images/
CSR/CSR_Leading%20
Products/Oberalp%20
Group%20
Chemical%20
Policy_version%20VI.
pdf

Decathlon

https://sustainability.
decathlon.com/
legal-documents
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The procurement department of Yue Yuen strictly requires all raw material suppliers, in
cooperation with designated laboratories, to provide samples of all raw materials for testing in
accordance with the test standards. Only qualified raw materials with test reports would be purchased,
and all test reports are valid for one year. Suppliers are required to regularly provide samples for

testing to ensure that the test results meet the standards.

Prohibited Substances

Polyvinyl chloride (PVC), perfluorochemicals (PFCs) and volatile organic compounds VOCs are globally
recognized hazardous chemicals, and some manufacturers also comply with the Conflict Minerals
Reporting Template to prohibit the use of chemicals such as PVC or Hydrocarbon Solvent. Under the
guidance of brand customers, Yue Yuen has, in addition to not purchasing substances prohibited by
the brands, cooperated in carrying out projects for chemical reduction and prohibition target

optimization, to reduce use of the specified chemicals or find alternatives.

Test Methods (Laboratories Designated by Brand Customers)

In order to ensure that the concentration of restricted substances in samples and products is within the
limit of the regulations, Yue Yuen follows the usage proportion limit set by the brand customers and
requires raw material suppliers to deliver samples to designated laboratories for testing in accordance
with specific testing standards, to ensure that all raw materials do not contain hazardous substances or
exceed the limits under the RSL regulations. In addition, Yue Yuen requires that all raw material samples
must be delivered to the testing locations (where the laboratory is located) within the country of origin of
the raw materials, instead of being delivered to another countries, for testing. The test results of all
samples will be simultaneously notified to Yue Yuen and the brand customers, and only qualified products
would be purchased. The test report of each chemical is valid for 12 months, but for the suppliers with
any record of unqualified sample test results, all of their test reports are only valid for 6 months, and Yue

Yuen will also conduct spot tests on raw materials on a monthly basis during such periods.

[0
(®)]
©
5
2 RSL
€ Brand Failed Failed
g customer ———Destroyed
[} T Test reports
—_
3 . i ini Designated
RSL . Failed certain items g
§ Yue Yuen Suppliers 20 Ii;%sol?;ztrieeds """""""" > laboratories
o Test reports samples (Retest failed items
for testing Passed Passed
Purchased

o After the test, raw materials procurement goes on
3
6 Yue Yuen Spot check Designated Passed Use the bat(_;h of
5 laboratories raw materials
Q. o
) Notify the supplier/ Failed P
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a . 7

. Design o
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Yue Yuen adopts a two-stage management approach for the control of restricted substances: (1) if
failed the pre-purchase test, the batch of raw materials/chemicals will not be purchased; (2) if passed
the pre-purchase test, regular spot checks will still be carried out, failing which the factory will
immediately isolate the batch of raw materials and deliver to the laboratories designated by the brand
customers for re-testing. The raw materials will not be used until they pass the test, and the test

report will be kept for 10 years for traceability.

Management Labeling and Storage of Chemicals

Attaching great importance to the safety of people and environmental protection, Yue Yuen has
formulated the “Chemical Management Operation Guidelines” as the basis for chemical processing
and storage to reduce the risks of harm caused by chemicals. All suppliers of the chemicals we
purchased shall provide Material Safety Data Sheet (“SDS") which contains the information of each

chemical.

In order to manage all chemicals in a unified manner, a regularly updated inventory list is prepared in
each factory of Yue Yuen, which records the name, composition, capacity, supplier name, storage
location, production/storage date, shelf life and other information of the chemical. The chemicals are
stored in designated warehouses that are dry, ventilated, and free from direct sunlight, and are strictly
controlled by dedicated staff. Hazard lables are posted on all chemical containers, and SDS are posted

in a conspicuous place within one meter of the storage location of chemicals in the warehouses.

All chemicals are used in accordance with the principle of “first in, first out” to ensure that they are
used up before expired or gone bad. The designated warehouses are equipped with fire extinguishers,

exhaust fans, lightning protection devices, eye washers and leakage prevention devices.

Staff Education and Training

Regular education and trainings are necessary for ensuring the safety of chemical users and
employees who may be exposed to hazardous chemical in their workplaces. Yue Yuen conducts
chemical leakage drills on a semi-annual basis and holds chemical education and training courses as
well as leakage disaster prevention drills on an annual basis, to improve employees’ basic knowledge
of chemicals and emergency response capabilities. We help employees learn more about emergency
response measures to reduce the probability of disasters that may be caused by hazardous chemicals.
In addition to its internal education and training, Yue Yuen also provides online training courses of its
brand customers for on-site staff to learn the latest RSL list policy and practice, chemical/sample
testing methods, review process, chemical management and other information. Furthermore, Yue
Yuen also conducts chemical leakage drills on a regular basis, for which it assigns responsibilities
within the disaster relief system and develops the response process according to the proposed drill

plan.
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Procurement of Raw Materials for Footwear Manufacturing

The raw materials of the footwear manufacturing industry can be largely categorized into upper
materials and sole materials. The upper materials consist of knitted fabrics (woven fabrics/non-woven
fabrics), chemical raw materials, natural leather, synthetic leather and related accessories. Sole
materials (chemicals) primarily include rubber, EVA resin (ethylene/vinyl acetate copolymer), and TPU
resin (polyurethane). All relevant materials must conform to the standards set by brand customers,
such as passing the relevant tests of third-party physical property testing agencies and shall not appear
in the MRSL. In recent years, the Group has been actively working with its partners to explore the

application of various environmentally friendly materials in footwear.

In 2022, the Group purchased a total of approximately 16,690,000 tons of raw materials for footwear
manufacturing, of which 12,480,000 tons were non-renewable materials and approximately 4,210,000

tons were renewable materials.

The weight of each preferred raw material is presented based on the purchase amount as follows:

Preferred raw Raw materials
material Weight (tons)
1 Knitted fabrics 533,000
2 Natural leather 129,000
3 Chemical raw materials 2,266,000

Note: Strategic suppliers of natural leather are 100% certified by the Leather Working Group (LWG) and the

purchase weight is approximately 53,000 tons.

In 2022, the Group procured approximately 260 million units (2021: approximately 200 million units) of
shoe boxes, including inner and outer boxes, weighing a total of approximately 69,421 tons (2021:
51,640 tons). A box for each pair of shoes weighs an average of 0.00026 tons (2021: 0.00026 tons).

Note: Yue Yuen started process improvement and system integration from 2019, and the weight information of
purchased materials was disclosed in stages depending on the degree of integration.
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6.2 Supply Chain Management

Management of Material Topics

What it means to Yue Yuen

The purpose is to provide customers with
quick-response services, continuously improve
manufacturing processes, enhance capacity of
flexible production and build a material supply
system that responds quickly and keeps up with
the market.

Policy and Commitment

Supplier Management Policy

> Improving supplier management
»  Supply chain management

Supplier - Friendly Workplace Guideline

»  Strengthening the management mechanism for
procurement

> Innovative, research and development

Impact

»  Substantial impact on: cost, revenue, operational
risk and commercial competitiveness.

»  The stability and speed of material supply, while
improving the sustainable management of the
Company's overall supply chain.

Indicator and Target

»  strenthening supply chain management/improving
manufacturing process/innovative design, to serve
manufacturing/customers in the most innovative way.

2022 goals:

»  Improving supplier management: (1) rapid response in
the supply chain (L4L/SLT/strategic outsourcing); (2)
supplier evaluation to retain qualified suppliers and weed
out disqualified ones; 3) procurement trend analysis and
response.

»  Strengthening the management mechanism for
procurement: (1) optimizing the procurement process;
(2) improving system management efficiency; (3)
refining project contracting.

Actions

> Adhere to the procurement principle of “develop
locally and source nearby", and actively cooperate
with local suppliers.

»  Evaluate suppliers' performance regularly and
implement hierarchical management.

»  Organize supplier product exhibition to promote
innovation technology and communications on
product information between the industry and
suppliers.

»  Launch SAP ERP system.

»  Continue to implement supplier contract signing to
ensure the rights of both parties and legal
compliance of cooperation.

»  Evaluate the overall performance of suppliers
according to quantitative indicators such as quality
and sustainable development, and hold discussion
for improvement plan to intensify the
management.

»  Through the supplier product exhibition, the
Group's R&D staff and suppliers can face to face
discuss and share information of innovative
materials, automatic production equipment
information and environmental protection and
energy conservation issues.

»  Strengthen the supply chain system of the Group;
improve the supplier management mechanism;
enhance the procurement contracting process.

Sustainability Indicators

HKEx KPI B5.2, B5.3 & B5.4 Supply Chain
Management

GRI 308 Supplier Environmental Assessment

GRI 414 Supplier Social Assessment

SDG 12 Responsible Consumption and Production
SASB Industry Standards for Apparel, Accessories
& Footwear

CG-AA-430a Environmental Impacts in the Supply
Chain

CG-AA-430b Labor Conditions in the Supply Chain

Evaluation methods

Report at regular meetings, review the target achievement
rate, and continue to promote material procurement
management and supplier management according to the
established goals.

Stakeholder engagement
Business communication/e-mail and telephone contact,
regular assessment and review meetings for suppliers.
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Adhering to the Company’s long-standing business philosophy, we understand that mutual growth
with suppliers is the key factor in the implementation of sustainable supply chain management. In
recent years, through integration of resources and cooperation in know-how and technology, the
Company connects the upper, middle and lower streams of the footwear manufacturing industry to
continuously establish a complete supply chain system of the Company. By focusing on local and
flexible supply, we expect to shorten our delivery time and respond quickly to the market demand,
thereby enhancing brand reputation and customer satisfaction. On the other hand, we also work
together with our brand customers and partners on the issues of application of innovative materials

and environmental sustainability.

Number of suppliers which maintained trading Distribution of
with the group for 3 consecutive years Supplier registration regions

Vietnam
W Taiwan
2022 Mainland China
257 255 231 Indonesia
e 'e Ué
2020 2021 2022
Shoe material suppliers . Equipment suppliers

The main suppliers of the Company comprise of: material suppliers, shoe equipment suppliers,
engineering contractors and service contractors. In 2022, there were no significant changes in the
location of our suppliers of materials/shoe equipment, supply chain structure and supplier relationships
as compared to the previous year, while service contractors were subject to necessary adjustments or

changes depending on their contract terms.

To maintain close interaction and sustain an excellent working relationship with our suppliers, we have
invited suppliers to participate in the traceability and transparency initiative since 2021, which has
received positive feedbacks from a total of 54 suppliers. Their name, country of location/address,
employee composition and labor union information are disclosed on the open and transparent supply

chain data platform Open Apparel Registry (“OAR").
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Responsible Production

Local Purchase

To conform with the brand strategy and quickly respond to market demand, the Company adheres to
the procurement principle of “develop locally and source nearby” and actively cooperates with local
suppliers to reduce supply risks, operating costs and carbon emissions caused by long-distance

transportation.

The Company's footwear production bases include Mainland China, Vietnam, Indonesia, Cambodia,

Bangladesh and Myanmar. The proportion of local pruchase in each country is as follows:

Vietnam 65.2% 22.1%
Indonesia 53.6% 12.1%
Mainland China 55.1% 74.3%
Cambodia 14.4% 17.2%
Bangladesh 13.4% 0.8%
Myanmar 13.5% 9.0%
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Supplier Management Policy

Yue Yuen regards integrity and compliance as the cornerstone of cooperation with its suppliers. All
suppliers must abide by local laws and contract commitments, as well as taking labor rights, health
and safety, and environmental compliance as one of primary considerations. Through the supplier audit
and selection mechanism, partner suppliers are selected and the overall performance will be
evaluated, counseled, and tracked regularly to not only boost the supply chain efficiency but also seek

out excellent partners and competitive products to create opportunities that benefit mutually.

Contract and Commitment ‘?‘ Audit Mechanism IIE Selection Mechanism
o Non-Disclosure & Product Security o Passing the audit is a mandatory condition before * Nominate and approve qualified suppliers and
Undertakings becoming a partner supplier weed out disqualified suppliers through the
o Undertaking of Ethics and Integrity ¢ In accordance with 1IS09001, Supplier Quality decisionmaking mechanism of the committee
o Undertaking under the Supplier Customs Management is driven by 11 audit criteria
Compliance Regulations * Inaccordance with ISO14001, Supplier Sustainable
o Statement and Undertaking of Non-Infringement = Development Management is driven by 12 audit
o Undertaking for Green Supply Chain criteria in 3 categories
Requirements
a/’? Performance Assessment ’%\‘ Counseling and Communication :a.‘ Supplier Development
Periodically evaluate and grade supplier's * Provide guidance and support suppliers on Quality o Host Vendor Fair
performance with the matrix of quality, cost, Management system such as MUNSELL FM100 o Introduce competitive products from suppliers
delivery, service, innovation, and sustainability application, RSL, and 1S09001 certification, etc. to brand customers and the Group's business
¢ Provide guidance and support suppliers on issues units
such as environmental protection, health and safety, e Establish sustainable Supply Chain Management
and fire safety to comply with local laws. Roll out system

energy saving and waste reduction programs
¢ Communicate the Group's policies to suppliers

Supplier Management System and Framework

Supplier Management and Consultation Mechanisms

L e al
2 e Background check : @ Screening by audit @ Quality risk ® Counseling on @ Suspension and o Communication and
% - ! experts management audit deficiencies elimination of ! training of the
S, £ @ Compliance review | ® On-site audit ® Sustainability ® Feedback to improve high-risk suppliers 1~ Group's policies
& 8 o Contractand I o Remote video audit risk management  preventive measures I" @ Supplier conference
e e  Commitment | ® Follow-up on quality/ ! ;
§ % ® Notification of 1 ® Document review @ Colinpliance . complian%e isguesy | @ Case studies
S5 risk assessmen :
e results I @ Regular assessment ® RSL guidance for !
1 improvements 1
{ 1 1 J
| |
o Supplier application | @S0 9001 ® Sustainability @ (SO 9001 ® Supplier Management : O\S/\L/Jpgl)(l'\?r Friendly
related regulations ! standards of Mechanism ] Q(rj Fl)'ace
o z @ Supplier selection e s various brands © st - 1 pudeines
L 5 regulations ! @ Supplier Friend! ® Eliminationand I @ Zero-tolerance issues
% u—o_ 9 I ® SO 14001 V\ygr%%ce”en Yy @ |SO 14001 [g;ﬁ;m@ | og thGe brands and
£ o 1 ® Requirements of Guidelines ® SA 8000 | the Group
o~ 1 local laws | e International trends
| | of sustainability
1 |
L e e e e e e = e e e e e e e e e e e e e e e e e e o4
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Supplier Review

We actively implement supply chain management initiatives, setting up dedicated units and personnel,
conducting internal and external training to obtain professional qualifications in various fields, such as
ISO9001, RSL, 1SO14001, 1SO14064, 1SO45001, SA8000 and other auditor qualifications, as well as
performing risk assessment and audit verification on suppliers’ quality, environmental, safety, health
and human rights management to verify the compliance with laws of suppliers and establish long-term

and efficient cooperation relations.

Except for customer’s designated or specific material suppliers, the Group selects new suppliers in
accordance with 1ISO 9001:2015 quality standards, ISO14001: 2015 environmental standards and the
human rights standards in the Group’'s friendly workplace guidelines, and adopts management
indicators that comply with local environmental protection and labor and human rights regulations and
other preventive measures. All of the new suppliers are selected in accordance with these standards.
In 2022, the Group still replaced site visits with document review or in conjunction with remote video
audit due to the COVID-19 pandemic.

~
Assessment Process for New Suppliers
) Performance results for 2022
~N -
® Quality Management (A)sl.lsaelslzgdlyl;nagement
« Environmental, Safety and P ok 6.
Health Management assed:
Complete the ® Human Rights Management _/ Environmental, Safety, Health
selfassessment N and Human Rights Management
) — Contractors of raw materials,
* Document Review mechanical equipment
* In conjunction with remote and manufacturing process
online assessment ) |Assessed: 8
~, | Passed: 8
— Engineering contractors
e|nclusion of regular management Assessed: 22
mechanism —— 1'6
) :

In terms of quality management, inquiry forms were used to understand the suppliers’ operation
conditions, quality management systems, supply capabilities, service qualities and delivery capabilities,
etc. To effectively manage suppliers and ensure that procurement quality can meet the requirements
of the Company and the brands, the Company requires suppliers to adopt improvement measures after
supplier assessments based on the principles of “Plan, Do, Check, Act” (PDCA). The objective is to
enhance the suppliers’ control on quality to reduce the costs of quality failures, and to ensure that the
quality control of all incoming materials of each factory are in line with requirements of the brands. In
addition, suppliers are required to meet 100% of the standards for RSL of various cooperating brands,
to carry out the audits of RSL (the auditing of RSL management specifications or systems of suppliers,

as well as undertakings and warranties in RSL, and test result lists and reports on RSL).
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In terms of environmental, safety, health and human rights management, raw materials and machinery
equipment suppliers were assessed first by documentation review through examining whether their
environmental assessments, pollutant discharge permits and pollution prevention measures were
operating properly, whether their contracts, wages and working hours complied with the law, whether
there were risks of forced labor and whether they had established a complaint management
mechanism, and other human rights management items, and were then verified with remote video
audit to check whether there were risks in terms of safety and health, environmental protection and
fire safety at the site. In the case of engineering contractor suppliers, we also examined whether their
business licenses, environmental, safety and health-related qualifications, personnel certificates as
well as occupational safety and health and environmental protection management plans met the

requirements of the law.

Supplier Management and Consultation Mechanisms

In addition to the continuation of the selection criteria in assessing new suppliers, we also integrate
specifications of the brand customer. In terms of the operation of sustainable development
management for existing suppliers, we screen out the key suppliers with which Yue Yuen Group has
strategic cooperation and large transaction amount from the suppliers with actual production and direct
transactions as the first-tier suppliers for management disclosure. Management and counseling
methods include regular written assessments, annual reviews and consultation (through remote video),
as well as on-site assessments with and without warning based on the importance of the partnerships
with suppliers. The auditing methods cover written confirmation of statutory licenses and permits,
environmental, safety, health and human rights related policy documents, labour code of conduct and
the derived implementation records, site visits, dormitory inspections, CCTV inspections,
communication with management as well as sample group or individual interviews in non-production
areas based on the size of the supplier, in order to gain a comprehensive understanding of the current
situation of each supplier and to initiate communication and consultation on non-compliance issues. In
addition, in order to encourage suppliers with excellent performance to promote circular economy, we
also collect and recognize highlight projects of suppliers including but not limited to green design,

green production, green procurement, green marketing, green products and green recycling.

Furthermore, we have continued to commit to the compliance risk identification and training programs
of our suppliers. We require all first-tier suppliers to obtain environmental protection related permits
and establish a regular inspection mechanism in accordance with the law. A total of 29.9% of the
suppliers have manufacturing processes that can cause sewage pollution, and 100% of them have
obtained statutory permits and installed effective sewage treatment facilities, with regular inspection
reports show no abnormalities. In combination with regular written assessment mechanism, we have
been proactively searching for cases in which suppliers have been penalized by local authorities for
environmental, safety and health or labor-related issues and filing them since 2019. The material risk
of supplier management evaluation is defined as the compliance of local regulations and environmental
protection permits. In 2022, a total of 438 suppliers were enquired and 17 of which were identified as
having been penalized for non-compliance within the past year, and we proactively tracked and

followed up on noncompliance cases. No supplier with material risks was found in 2022.
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From 2022, we have incorporated the advanced operations of supplier sustainable development into
the communication and consultation mechanisms to measure the effectiveness of inventory and
consultation. A total of 18.3% of the first-tier suppliers are being assessed for the Higg Facility
Environmental Module (Higg FEM) or have obtained certification. We also included the freedom of
association of suppliers’ employees as an issue of concern, with a total of 23.2% of suppliers

participated in the negotiations of collective labor agreements, benefiting 92.7% of their employees.

Standards for Regular Supplier Management and Consultation Mechanisms

Quality Management
1. Incoming Quality Control
Supplier Management
Manufacturing Process Control

Quality System

B

Finished Product and Shipment
Inspection

5. Laboratory Management

6. Non-conformity Product Control
7. Education and Training

8. Storage and Delivery

9. Customer Service

10. Document and Record Control

11. Environment and Labeling

ESH Management

Environmental Management

1. Environmental Protection
Management System

2. Stationary Pollution Source
Operation Permit

3. Water Pollution Control
Compliance Management

4. Hazardous Wastes Disposal

Fire Safety
5. Fire Safety Inspection

6. Fire Safety Equipment
Maintenance and Repairs

7. Inspection of Fire Safety
Facilities

8. Fire Evacuation Drill

Safety and Health

9. Occupational Safety and Health
Management System

10. Operation Environment
Monitoring

11. Personnel in Safety and Health,
First Aid, Dangerous Machinery
and Equipment Operator

12. Management of Dangerous

Machineries and Facilities

Human Rights Management

Compliance Practice

1. Recruitment and Appointment
Working Hours

Remuneration and Benefits
Complaint Mechanism

Forced Labour

o o~ wDd

Anti-discrimination

Management Attitude

7. Freedom of Association

8. Prohibition of Forced Labour

9. Protection of Employees with
Special Needs

10. Migrant Worker Management

Other Support
11. Dormitory Inspection

12. Employee Interviews
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The selection of suppliers to be evaluated is based on the Company’s procurement strategy, together
with the supplier management center or the customer’s concern to propose the list of suppliers to be
implemented for the current year. As suppliers vary in size, management capability and level of
cooperation, we will help suppliers who fail to meet our sustainability management standards to
improve. If the suppliers fail to improve within the deadline, the percentage of procurement will be
reduced accordingly to establish a quality supply chain management system. In 2022, there were no

suppliers whose percentage of procurement were reduced due to failure in improving their standards.

The common major deficiencies of the suppliers with potential risks include safety and health, such as
malfunctioning or removal of safety protection devices of mechanical equipment; environmental
protection, such as irregularities in the temporary storage management of hazardous wastes; fire
safety, such as blocked fire exits or clear zones; HR management, such as working hours exceeding
local statutory standards; and labor related issues, such as failure to establish a complete complaint
system. We will assign designated personnel to assist and coach the suppliers to improve and
summarize excellent implementation projects as an improvement model. The 2022 sustainability audit
results and proportion of deficiencies are summarized in the chart below. During the year, no cases of
child labor, discrimination, forced labor or prohibition of employees’ freedom of association were found

among the first-tier suppliers assessed.

Proportion of Deficiencies Found in
2022 Supplier Sustainability Audit Results the 2022 Supplier Sustainability Audit

In 2022, there were no suppliers whose percentage of procurement
were reduced due to failure in improving their standards

Number of .09
Evaluation Method SLLJ”;pIinr:Audited Improvement Rate 39.0%

¢ Regular written ® 438 ©96.1%
assessment
¢ Annual reviews * 48 ® 99.6% u Safe,ty and health
and consultation [ | EnV|ron'mentaI
¢ On-site assessments 3 © 90.0% p_rotectlon
without warning Fire safety
e On-site assessments ~ ® 74 ©94.0% Energy
W HR
W Labor
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Suppliers Development

We consider our suppliers as our partners and value the interaction and communication with them. We
assist and provide guidance to the suppliers in strengthening product qualities and sustainable
development management, so as to improve the suppliers’ competitiveness and increase the value of

the overall supply chain.

In the area of quality management, document inspections and training courses were conducted on RS
management for 3 overseas suppliers in 2022, which included RSL management system validation,
SDS document management, RSL test reports of products, RSL undertaking introduction and MRSL

management system, with an objective to fulfill our corporate responsibility.

In the area of sustainable development management, we have proposed different levels of projects
based on partnerships with suppliers. In addition to holding supplier meetings with brand customers,
training and promotions of compliance standards as well as promotions of supplier friendly workplace
guidelines and invitations to sign commitments, we also introduced carbon management counseling
projects to expand suppliers in line with international sustainable trends. Besides, for key suppliers
with close partnerships, we have introduced projects such as occupational risk reduction and

establishment of a complaint mechanism.

Establishment of Supplier Friendly Workplace Guidelines and Supplier Compliance
Conference

To gradually enhance the sustainable management of our partner suppliers, the Yue Yuen's supplier
friendly workplace guidelines were developed in 2020 with reference to the FLA, international
standards and specification of brand customers, including but not limited to areas such as forced labor,
child labor, discrimination, remuneration and benefits, working hours, freedom of association and
collective bargaining, disciplinary action, recruitment and employment. In 2021, the guidelines were
published on the official website in Traditional Chinese, Simplified Chinese, English, Vietnamese and
Indonesian. The guidelines were promoted to suppliers, who were required to follow the guidelines
and commit to respecting relevant labor standards and eliminating human trafficking, so to protect and
promote the basic rights of suppliers’ employees at work, and to spread the guidelines to their
suppliers at the same time. During the year of 2022, we have continued to promote to first-tier
suppliers and invite suppliers to commit to abide by Yue Yuen's supplier friendly workplace guidelines,

and 75.8% of first-tier suppliers have signed confirmation letters.
In the area of improvement of suppliers’ sustainable development capabilities, in conjunction with the

influence of brand customers, suppliers were gathered together to promote compliance standards.

Two sessions were attended by 59 suppliers.
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Carbon Management among Suppliers

In view of the global climate change issue, Yue Yuen promoted the 2021 COP26 Glasgow Climate Pact
and customers’ low-carbon vision to suppliers in 2022. The Group also strengthened suppliers’ carbon
management knowledge, and promoted 218 cooperative supplier factories to complete the

organizational greenhouse gas emissions inventory operation in 2021.

100 energy-saving solutions Reduction of 13,666 tons of CO,e

Water Gas fuel Electricity Fuel Coal Water Gas fuel Electricity Fuel Coal

High-efficiency Electric vehicle . Energy-efficient
Solar panel : Timer control S
equipment purchased lighting

Occupational Risk Reduction

Leveraging on the Yue Yuen team experience and expertise, the Group has continued to assist key
suppliers in introducing high-risk machineries protection projects centered on the intrinsic safety of the
machineries since 2020. In view of the common types of occupational risks (e.g. mechanical cutting,
slicing rolling and clipping), the first to eighth batches, a total of 29 types of high-risk machineries and
their corresponding safety protection device standards were announced by the end of 2022, and 23
key suppliers were instructed to take inventory and update the existing equipment. At the same time,
suppliers were required to include all safety protection devices in the acceptance criteria for newly

purchased equipment.

In addition, 5 key suppliers were given guidance on the actual causes of occupational hazards. The
supplier’s sustainability project personnel assisted in the analysis of occupational hazards, investigation
of the actual causes. During the year of 2022, there were a total of 17 cases of occupational injuries,

and 100% of the cases were tracked and improved.
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Causes of occupational hazards by suppliers

EED

2022 statistics for occupational hazards
of key suppliers:

Ossmgsenrmeon)

FR = Number of Disabling Injuries X 1,000,000/
Total Working Hours Experienced

SR = Total Number of Working Days Lost X 1,000,000/
Total Working Hours Experienced

FSI = /((SRXFR)/1000)

¥ Pinch injury or getting
caught by machinery

W Hit or trampled by
mechanical
equipment/person/object

1 Slips and trips in the
workplace

Exposure to
chemicals/poisons, etc.

W Struck by falling objects

B Cutting/clipping/puncturing/
abrasion caused by
machinery and the
workplace

M Burns or frostbite

& Others

Establishment of Complaint Mechanism

In addition to disclosing the contact channels that the stakeholders can contact directly on the official
website to the public, since the establishment of the advanced complaint mechanism in 2019, we
counseled 5 key suppliers during the year of 2022, covering original case handling personnel capability
enhancement, diversified complaint channels, complaint handling procedures and non-retaliation
policies, and we even directly opened an online channel for independent complaint consultation, and
invited supplier representatives to participate in symposiums. A total of 12 sessions were carried out.
Together with the existing complaint mechanism, in 2022, a total of 154 appeals/complaints/
suggestions/consultations/thanks/compliance deficiencies were received from employees of key
suppliers, covering issues such as food, living environment, health consultation, improvement of the
working environment, support for epidemic prevention, transportation vehicles, etc., and 100% of the
cases have been handled, among which the more representative consultation cases are as follows:

“ Description of Complaint Suggestion for Improvement “

that there are too many people using
motorcycles as a means of
transportation, and there is not enough
parking space in the factory area. It is
recommended to expand the parking
shed to avoid parking outside.

of the required parking spaces and the
space for parking sheds that can be set
up in the factory area. After
communication and discussion with the
management, it is agreed to expand.

March 2022 The employees of the supplier reported Supplier ER and HR personnel are A punch has been installed for each of
that each unit in the factory has installed | requested to confirm the current two busy units that have to queue up
fingerprint punches. Because the number | clock-in and clock-out status on the for clock-in and clock-out, and the case
of employees in this unit is relatively spot. There is indeed a problem of long | has been closed.
large, it takes a long time to queue up for | queues. It is recommended to add it
clock inand out, so it is recommended to | after taking stock of all units in the
install an additional punch. factory.

March 2022 The employees of the supplier reported Suppliers are requested to take stock It has been clearly planned to add a

parking lot in the factory area and start
leveling and clearing the site. It will be
officially opened after completion, and
has obtained the approval of the

employees. The case has been closed.

Regarding the case handling personnel capability enhancement project, it was strengthened in 2022,
and the number was expanded to 23 key suppliers. A total of 42 participants attended two online
trainings on empathy and conflict management.

82 YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED | Environmental, Social and Governance Report 2022



Chapter 6

6.3 Products and Services

Customer Service

Yue Yuen has long-term cooperation relations with multiple international eminent brands, and is an
indispensable business partner for the sustainable operation of brand customers. By continuously
strengthening the research and development of key technologies for green footwear manufacturing
and the manufacturing process modular development of the production process, we can flexibly adjust
the production mode according to different needs, and strive to provide brand customers with fast,
flexible and value-added manufacturing services. At the same time, under the wave of consumers
pursuing green and sustainable low-carbon products, Yue Yuen is also actively developing carbon
reduction production strategies, in line with customers’ environmental protection and sustainable
goals, and with comprehensive value planning and strong execution to grow steadily on the journey to

sustainable operation.

Yue Yuen attaches great importance to the protection of customers’ trade secrets, and will provide
comprehensive protection for the privacy and trade secrets of brand customers. According to the
needs of individual customers, a dedicated independent development center was set up, with strictly
separated production areas and zoned processing operation areas according to different customers.
From product development to product production, we work closely with brand customers. Internal
product safety management standards for the development center and mass production unit are
formulated to ensure the Group's operation secrets, product safety and information security, and to
protect the interests of the Group and customers. As for employees, they are obliged to protect the
confidential information and intellectual property rights through the implementation of the Group's
“Ethical Corporate Management Best Practice Principles”, the signing of the “Confidentiality
Undertaking” by the employees and regular educational trainings on trade secrets, information
security, competition prohibitions and so on. The Group also requires the suppliers to sign
confidentiality agreements or confidentiality terms and the appended product safety undertakings, and
strictly abide by the confidentiality provisions and provisions of the undertakings. The Group also
conducts educational trainings for suppliers on issues such as trade secret protection and information
security. The Group conducts assessments on the suppliers from time to time and assessment results
are one of the bases of the Group in evaluating suppliers. In the event of any breach discovered in the
protection of trade secrets, privacy or intellectual property rights, the Group will immediately stop the
breach, review the mechanism and take improvement measures. The Group respects the intellectual
property rights of brand customers. The brand customers’ intellectual property rights (such as trade

marks) are only applied to products according to the scopes authorized by the brand customers.

In 2022, there were no complaint cases of customer privacy infringement.
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Product Quality and Safety Management

The Company provides high-quality product manufacturing services for international well-known
brands. All footwear products on the production lines at the stage of design development, including
material selection, manufacturing process execution, use of adhesive and packaging materials, etc, will
only be scheduled for formal production on the production lines after they have undergone the health

and safety hazard assessment and met the MRSL specifications of the brands development center.

All materials on the production lines must pass strict physical and chemical testing standards, and will
go through sampling tests before warehousing to prevent inappropriate materials from being used in
footwear production. After a standardized production process and full-process control of production
and manufacturing, it can be ensured that 100% of the manufactured and shipped footwear products
can meet the principles of friendly environment and human health. It also can be ensured that
footwear products are safe for customers to use and comply with laws and regulations. There is no
harmful impact on the environment when footwear products are disposed of at the end of its useful

life.

All finished shoes must, before packaging, go through inspection by specialists or metal detection
devices scanning to ensure there is no metal scrap or sharp objects remaining. The packaging for all
qualified finished shoes is carried out under the supervision of trained staff and CCTV with the
employment of seals to record shipments so as to prevent any placing of dangerous items into the

packages during delivery.

In response to the brand safety policy and trade secret management requirements, the Company
strictly distinguishes and controls the production plants of each brand customer, and also strictly
implements product safety management guidelines and process management. The Company conducts
regular educational training on trade secrets, product safety, information security or competition
prohibitions every year to strengthen the behavioral awareness of all personnel. At the same time, in
order to prevent the leakage of digital data, CCTV was set up in each of the development centers, the
production plants, the entrances and exits and the confidential work rooms. Video recording devices
(including camera phones) are strictly controlled. The Group launches regular factory production safety

audits to ensure the lowest security management risk in the factory area.
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Cooperating suppliers are required to sign confidentiality agreements or confidentiality terms and the
appended product safety undertakings with the legal person of the development center, and strictly
abide by the confidentiality provisions and provisions of the undertakings, the development center's
regulations on product and information security, and legal requirements. The development center
conducts educational trainings for suppliers on issues such as product safety, trade secret protection
and information security. The development center has the right to conduct audits on the suppliers
from time to time and audit results are one of the bases of the development center in evaluating

suppliers.

As the products manufactured and supplied by the Company are not directly sold to consumers, there
is no mechanism in place for the return of defective products or the recycling of packaging materials.
Nevertheless, the Company has kept close business relationship with our brand customers and all of
our products need to pass high product quality standards required by the customers, and we follow
the customers’ requirements and the exporting countries’ specifications to provide a reasonable
packaging and detailed product information label which includes product size, material, ingredients,
instructions, etc. As such, not only can the consumers obtain related product information and service
through the brand customers, but also identify the production plant through the factory code on the
product information label, and contact the relevant production plant to inquire about product related

issues.

In 2022, there were no incidents of non-compliance of product standards in the footwear products
manufactured by the Company, and no complaints or fines were received due to safety and health

hazards posed to consumers.

Product Label and Service Information

Label matters Label Information Description

Source of product components/ingredients or | Product components are supplied by suppliers that
supplier of services meet the customer’s product requirements and
standards, and are not otherwise marked on the

product label.

Product content ingredients Main material label.

Safe use of product or service Instruction label.

Subsequent disposal of the product and its | The Company’'s OEM product is not directly sold to
environmental/social impact customers, so there are no impact assessment of
product waste and subsequent disposal measure in

place.
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Upholding the idea of “Focus on People, for the People”, Yue Yuen believes that employees are important
assets, and has planned a holistic approach of recruitment, employment, training and retention of employees.
Various team events were organized to build the employees’ sense of belonging, as well as to increase the
employees’ understanding of the Company and recognition of the Group’s core values of “Professionalism,
Dedication, Innovation and Service"”. To attract talents, we actively develop diversified recruitment channels
and provide competitive compensation and benefits, comprehensive training system and streamlined
promotion channels with aim to improve the employees’ professionalism and enthusiasm at work. We also
introduce the performance management system to motivate the employees to engage in continuous
development, help the employees in career planning, and achieve succession of talents. Efforts are
committed to providing the best workplace with respect for human rights, healthy and safe work

environment to achieve the Company’s objective of sustainable operation.

The proportion of factories from the footwear production bases in 2022 certified by Social & Labor

Convergence Program ("SLCP") is 21%.

7.1 Manpower and Talent

Management of Material Topics

What it means to Yue Yuen Policy and Commitment Impact

86

Creating a good mutual trust and
smooth communication between the

factories’ smooth production
operating, but also improve the
recognition and sense of belonging of
employees and local communities to
the Company. Nurturing the Group's
key talents and building the
succession team are the foundation of
the Group's sustainable development,
even the advantage of its
competitiveness. We set up a
dedicated comprehensive training
process and provide systematic and
essential education and training to
improve the employees’ knowledge
and skills and create operational
efficiency and value.

» Design remuneration systems compatible
to the local markets with reference to the

together with the Company.

» Through a systematic, diversified and
comprehensive talent development
mechanism and professional training, we
aim to broaden our talents’ international
perspectives, deepen their professional
knowledge, instill corporate culture and
create competitive advantages, in order to
lay a foundation for the Company’s
sustainable development.

» Key technical data integration and
management "Knowledge Management
(KM) Platform’".

» Enhance talent strength, promote the key
positions' nurturance and succession/
reduce talent and technical faults/establish
a talent self-sufficiency mechanism/make
explicit and implicit knowledge written/
develop internal lecturers.

»

Improve business competitiveness and
talent quality.

employer and employees, and local government decree, the salary levels | »  Affect human resource in talents’
maintaining a good labor and in the industry as well as market recruitment and retention, which in
employment relationship as well as conditions in production and operation turn has impact on operations and
competitive benefits system not only bases, so as to encourage local overseas production.

have significant positive effect on employees to work long-term and grow » Increase demand on talent and

technical knowledge.
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Management of Material Topics

Indicator and Target

» Review the remuneration policies regularly
to make sure our salary standards are
competitive, and are linked to performance
management for reward differentiation to
facilitate the recruitment and retention of
talents, with the principle of compliance
with the local government decree of its
global operating bases.

»  Carry out the "Training for High Potential
Talents" middle-senior management to
strengthen the talent pool of the Company,
explore key potential talents, improve their
risk management and decision-making ability
and strengthen the leadership of middle-
senior talents, and prepare a sustainable and
long-term talent training plan.

» Analyze the structural faults of the Group's
key technical talents for continued nurture to
the Group's key technical talents, and it is
expected to narrow the fault range with
controllable risks the next 5 years.

»  Cooperate with the Group's digitization
promotion, purchase external digital
resources and simultaneously establish in an
internal knowledge inheritance system, to
immediately and appropriately transmate and
share material issues related to operation or
employee care through internal experts.

Actions

» Follow the long-term regular practices,
no specific actions in project
management are implemented.

» Regularly review the personnel
recruitment and turnover status, salary
structure and implementation status of
performance appraisal system, adjust
salary and bonus based on the
performance of the Company and
employees.

»  Continuous personnel recruitment,
turnover rate analysis and salary
structure review to ensure adequate
supply of talents required by the each
operation unit.

» High potential talents training (including
leadership echelon management ability
training and high-level factory
management personnel training).

»  Set up technical classes for footwear
manufacturing.

» Promote internal knowledge transfer
using the platform of Yue Yuen P-Talks

Sustainability Indicators

HKEx KPI B1.1&1.2 Employment
HKEx KPI B3.2 Development and
Training

GRI'201 Economic Performance
GRI'202 Market Presence

GRI'401 Employment

GRI' 402 Labor/Management Relations
GRI 404 Training and Education
GRI 405 Diversity and Equal
Opportunity

GRI' 406 Non-discrimination

SDG 3 Good Health and Well-being
SDG 5 Gender Equality

SDG 8 Decent Work and Economic
Growth

Evaluation Methods

» Understand the reason for resignation
according to the analysis of turnover rate,
and discuss the countermeasures with
business units so as to improve and follow
up such issue.

» Match performance management and
reward system and results with an aim to
review and adjust regularly.

» Feedback questionnaire before and after
class/trainees interview after training/plan P
community.

» The human resources department in
headquarters reviews the performance and
promotion of the trainees in the special
training classes every six months, and
timely assesses the development and
contribution in the organisation.

Stakeholder Engagement

Provide a variety of channels, including but
not limited telephones hotlines, social
media, suggestion boxes, employee
forums, internal referrals, direct
communication and interviews, for internal
and external person to raise problems and
complaints.
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7.1.1 Bring Together Talents of Diverse Backgrounds

Yue Yuen focuses on the two major operating business sectors in footwear manufacturing, sportswear
retail and brand acting. In the footwear manufacturing business, the Group continues to refine its
production technology and research and development capabilities, and optimise production efficiency
and work closely with international brands to provide the best quality products and comprehensive
services. In the sportswear retail and brand acting business, in order to provide high-quality customer
services, product portfolio, market promotion and marketing activities, we set up the brand image
named YYSports as the channel name and anticipate that through professional division of labor and
reinforced core competency, we will create the optimal value for the footwear manufacturing,

sportswear retail and brand acting business.

Global production sites of Yue Yuen are located in Mainland China, Vietnam, Indonesia, Cambodia,
Bangladesh and Myanmar etc., the footwear production bases are mainly located in Vietnam, Indonesia

and Mainland China, and are conducted talent analysis according to age, gender and region, etc.

As of December 31, 2022, the total number of regular employees was 284,221 (2021: 287,631). 8.9%
(2021: 8.4%) of our employees were in Mainland China, 42.5% (2021: 44.0%) in Vietnam, 42.3%
(2021: 41.6%) in Indonesia, 6.3% (2021: 6.0%) in Cambodia, Bangladesh, Myanmar and other regions.
In line with the local laws and regulations in different regions, overseas emploees (non-local
nationality) in these regions and local employees (local nationality) in Myanmar are employees with
regular contract term, and the number of which accounts for 2.2% of the total number in regular

employees. No dispatched employee is hired now.

The Company sincerely welcomes talents from all industry to join our team to accumulate professional
experiences. The process in talent recruitment strictly abides by local laws and upholds the principle of
openness and transparency with an aim to bring in new talents from different industries and select

appropriate personnel to stimulate innovative ideas.

Yue Yuen has long upheld the employment philosophy of "talents without borders", has integrated
multiple cultures with transparent and fair promotion channels, and no discrimination based on gender
or nationality. The male to female employee ratio is about 22.3%: 77.7%. In the major operating
bases, the ratio of senior management staff with local nationality is 20.5%, and female management

staff account for 56.3% in total, to ensure the localization and diversity of human capital.
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Manpower Statistics by Region

= Mainland China
W Vietnam
 Indonesia

I Cambodia, Bangladesh,
Myanmar and other regions

Best Workplace

Manpower Statistics by Job Function

W Manufacturing

B Engineering &
Technical

= Administration &
Management

1 Others

B Male

" Female

Manpower Statistics by Age

M Aged 29 and below
B Aged 30~49
" Aged 50 and above

Percentage of Local Management™°te'

Overall Management

Senior Management
Region Percentage Percentage°te?
| 2021 | 2022 | 2021 2022
Hong Kong, Macau o o o o
and Taiwan 47.1% 100.0% 85.4% 94.5%
Mainland China 7.7% 9.1% 92.0% 92.6%
Vietnam 5.2% 8.7% 78.0% 78.2%
Indonesia 37.0% 34.5% 83.6% 85.6%
Overall 19.5% 20.5% 83.0% 84.1%
Note 1: Definition of senior management: Staff serving as manager or roles of higher hierarchy in Vietnam and
Indonesia, and deputy manager or roles of higher hierarchy in other regions.
Note 2: Definition of management: Staffs erving as management personnel above grade 5.
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Proper Assignment of Roles and Responsibilities
The Company actively invites talents and recruits personnel with different nationalities, genders, ages, and

religious backgrounds in a fair and equal manner, and carries out strategic human resources planning. In
addition to recruitment via job banks, professional training institutions, community websites, group visits and
consulting firms, we also promote internal employee referrals with the principle of conveying “finding the
best partner”, and we encourage employees to join in the activity of finding excellent talents. The Company
also participates in annual campus recruitment activities. Through campus job fairs, induction meetings,
corporate internships, management trainee programs and more, students will be able to integrate with the

industry more quickly.

In addition, the Company also continues to maintain the social media for recruitment by posting latest
vacancies and professional footwear manufacturing training information and organises activities to enhance
and interact with external job applicants from time to time. Also, through diversified recruitment channels
and community platforms, the Group hopes to attract more talents from different fields in the era of rapid
information exchange to let them understand more on the footwear manufacturing industry, so that more

talents will be interested in this industry and join Yue Yuen.

The number of overall new employees in 2022 is 54,903 in total, and the new joiner rate is 19.3%. The number
of voluntary leavers is 24,153, and voluntary turnover rate is 8.5%. Detailed informations are as follows.

Recruitment rateNete 1and2 Voluntary turnover rateN°ote?

By gender
Female 21.0% 19.3% 8.6% 8.3%
Male 19.7% 19.5% 8.6% 9.1%
By age
Aged 29 and below 38.3% 35.2% 11.1% 12.1%
Aged 30~49 9.3% 10.6% 7.0% 6.6%
Aged 50 and above 29.0% 20.4% 9.4% 8.1%
By region
Mainland China 27.6% 39.6% 10.8% 8.9%
Vietnam 11.4% 14.1% 12.6% 10.7%
Indonesia 25.0% 14.3% 3.7% 5.7%
Cambodia, Bangladesh,
I\/Iygnmar and other 48.4% 59.5% 9.3% 12.0%
regions

vt | aow | e | eeh | ewh
Note 1: New Recruits refer to staffs with seniority less than one year by the end of December 2022.
Note 2: Recruitment rate = no. of new recruits in the respective category/No. of employees in the respective

category in the end of the year.

Note 3: Voluntary turnover rate = no. of voluntary leavers in the respective category/no. of employees in the
respective category in the end of the year.

Note 4: Other regions: Hong Kong, Macau and Taiwan, the United States, Mexico, Israel and Brazil etc.
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7.1.2 Employee Care and Attention
Diversified welfare
The Company attaches great importance to the physical and mental health and welfare of employees,
and provides diversified and flexible welfare measures in accordance with the actual local situation to

ensure the quality of life of employees and promote work-life balance.

Major overseas regions

The Group attaches great importance to the physical and mental health and welfare of employees, and
provides diversified and flexible welfare measures in accordance with the actual local situation to
ensure the quality of life of employees and promote work-life balance. The overseas staff also enjoy
welfare programs such as health care, life and entertainment, festival benefits and family care. The

actual welfare system of each factory slightly differs due to local laws and operating environment:

o Various Sport Facilities: basketball courts, football courts, gyms, tennis courts and employee

activity centers.

° Recreation Centers: employee reading rooms with free lending service of books and
magazines.

o on-site kindergartens in major operating bases.

° on-site clinics in some operating bases providing suitable medical services.

NEMDON NARL]

L5e’ Grvier Celeid
BANH NGON NAM 2022

Myanmar - Staff Lucky Draw Cambodia - Staff Birthday Party
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Diverse and Extensive Club Activities

Overseas regions

To achieve work-life balance, the Company frequently hosts off-work clubs (e.g. basketball club) and various
activities in cooperation with labor unions, with combination of various local cultural festivities. Activities

include yoga courses, Christmas party and employee Olympics, enriching the life of employees after work.

The internal employee activities include cultural integration of festival celebration, sports contests that
strengthens interactions and cohesion, and the Company’'s community engagement focusing on education
and health. In addition, local officials and labor unions are also invited to internal activities, and through these
activities, employee cohesion and recognition are enhanced. In 2022, a total of 188 internal employee

activities were held overseas, with approximately 129,767 employees participated.

Indonesia - Basketball Match Vietnam - Singing Competition
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Employee Retirement Plans
A pension scheme with appropriate contributions helps in attracting talents and ensuring the stability of the

team, thus playing a supportive role to the employer’s long-term financial and strategic planning.

The Company provides pension fund contributions for employees according to law, and the retirement
systems have been established in compliance with the laws and regulations of its operating bases across the

globe for providing stable pension contributions and benefits, so as to safeguard employees’ retirements.

Retirement systems of Yue Yuen’s main production bases

: Mainland
Region Chi Vietnam Indonesia Bangladesh | Cambodia
Ina

. Somal Insurance Pension
Pension Pension
_ System
. Insurance under Retirement
Retirement System . . Insurance | Retirement under
under Social Social System ,
for elderly | insurance Social
Insurance Insurance
Insurance
Employer | 13.0%~19.0% 17.5% 3.7% 2.0% Fully borne 2.0%
Contribution No
Ratio Employee 8.0% 8.0% 2.0% 1.0% contribution 2.0%
required

Note: The above information includes data for each major production base (there is no statutory retirement system in
Myanmar).
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Care for Employees

Since 1999, Yue Yuen has been actively developing a humanised management initiative in the footwear
industry - the employee life counseling system - by setting up a "life counseling room" in the factory, training
professional psychological counselors for counseling skills through the use of professional psychological
counselors and systems, and holding employee seminars in the factory to provide employees with
psychological counseling and grievance counseling on life and work, which effectively relieves employees'
physical and mental stress and problems, thus not only gaining their trust, but also significantly improving
production efficiency and stability. The factory also collects complaints and suggestions from employees to

adjust and improve the operating environment and management behavior for mutual benefits.

Employee Diverse and
Home Extensive Club
Visits Activities

religion
diversit
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Employee Home Visits

Yue Yuen attaches great importance to the practice of sustainable service and conducts home visits from the
perspective of all-rounded care. Through the home visit activity, the Company connects with the local
employees and communities. The employee’s direct supervisor and the management of the factory have the
opportunity to show their care through a closer interaction with the employees’ families. Through
understanding the local culture and living environment, they can provide necessary assistance according to
actual needs.

Employee home visit has been one of the Company’s long-running projects. Yue Yuen understands the needs
of employees’ families and the communities they live in and establishes a good interactive relationship with
their families through frequent employee home visits. The visits also introduce community-friendly actions
such as volunteer medical consultations and health education services, housing construction and renovation,
scholarship programs, etc. The Company aspires to bring an overall life quality enhancement and sustainable
development to the community. In 2022, while fully complying with strict local pandemic prevention
regulations, Yue Yuen visited the families of 846 employees, including excellent employees, impoverished
employees, pregnant employees, injured employees, etc., with the total hours spent in home visits reaching
6,007 hours in total.

1,213 1,265 1,329 307 264 846

2017 2018 2019 2020 2021 2022

Mainland China - Employee Home Visit Vietnam - Employee Home Visit
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7.1.3 Talent Development and Training

Competitive and Fair Remuneration Policy
The Company recognises its employees as the Company’s greatest assets. In order to attract,

motivate and retain talents, the Company offers attractive and competitive remuneration packages,
and upholds the principle of equal pay for the same position regardless of gender, race, religion,
political affiliation, sexual orientation or marital status of the employees. In terms of remuneration, the
remuneration of an employee will be determined with reference to his/her educational background,
experience, job duties as well as professional skills and technical capacities. The basis of reward
depends on an employee's work attitude, demonstration of professional ability and overall
performance. The Company also reviews the remuneration policies and system regularly to make sure
our salary standards are competitive, and are linked to performance management for reward

differentiation to facilitate the recruitment and retention of talents.

As an multinational corporation, the Company will design remuneration policies compatible to the local
management conditions for its overseas operating bases with reference to the local government
decree, the salary levels in the industry as well as market conditions, in order to encourage local
employees to work long-term and grow together with the Company. In addition to monthly work
performance bonuses based on performance, we take a certain percentage of profits according to the
annual performance of the Company as year-end bonus to reward the employees’ contributions and

working enthusiasm, so that the employees can share the operating results of the Company.

Ratios of Standard Entry Level Wage Compared to Local Minimum Wage in Major Operating
Locations

1.2- fold 1.0-fold

Vietnam Mainland China, Indonesia, Cambodia,

Bangladesh, Myanmar
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Ratio of Basic Wage Plus Compensation for Female Compared to Male

Region Type Overall average annual remuneration ratio of female
employees to male employees
Mainland China Direct Staff 0.86 : 1
Entry-Level 0.72 : 1
Mid-Level 0.86 : 1
Senior-Level Not applicable
Vietnam Direct Staff 1.05:1
Entry-Level 0.98 : 1
Mid-Level 0.98 : 1
Senior-Level Not applicable
Indonesia Direct Staff 1.12 :1
Entry-Level 0.99 : 1
Mid-Level 0.87 : 1
Senior-Level Not applicable

Note: The wage statistics in this table are for regular employees in Mainland China, Indonesia and Vietnam who have
been employed for at least one year (inclusive) as of December 31, 2022.
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Talent Development and Performance Management

The Company has implemented performance management system to achieve operational goals and enhance
employees’ capabilities. The target covers employees in major operating locations including Mainland China, Hong
Kong, Macau, Vietnam, Indonesia, Myanmar and Bangladesh and does not differ due to gender or age. All
employees who have worked over three months will accept performance assessments. The entry level
employees are assisted to improve their day-to-day work performance primarily through a monthly assessment
mechanism, while the performance assessments of management personnel (mid-level and above) are carried out
in the middle and the end of each year based on individual and organisational goal setting and implementation.
Formal performance interviews are conducted to help the supervisors and employees understand the
organisational goals and personal expectations on development, so that work directions of the organization and
the individuals are clearer and aligned.

In addition, performance management training sessions are arranged for supervisors to enhance the effectiveness
of performance interviews between supervisors and subordinates, and convey and share knowledge and practical
experiences in relation to performance management in the internal instructor trainings and online courses. In
training sessions, a number of experiential learning activities are included. Through observation, analysis as well
as sharing of experience, the participating supervisors acquire knowledge and get inspiration.

The implementation of performance management is primarily used to measure employees’ overall progress in the
achievement of goals and performance, the final results of which are one of the basis for employees’ promotions,
rewards, training and personal development plans. With a comprehensive performance management system, we
create a performance-oriented corporate culture, incentivise employees’ performance and functional results and
further nurture and develop employees’ personal capabilities.

Complete Education and Training Mechanism

Policy and Commitment

Talent plays a pivotal role in the sustainable development of a corporation. Yue Yuen is the best strategic partner
of the world's leading sports brands and is committed to being the company of choice for talents, we actively
nurture core talents and through a systematic, diversified and comprehensive talent development mechanism, we
aim to broaden our talents’ international perspectives, deepen their professional knowledge, instill corporate
culture and create competitive advantages, in order to lay a foundation for Yue Yuen’s sustainable development.

° Align corporate mission, vision, business strategies and objectives, formulate talent development
strategies, actively nurture leaders and professionals for Yue Yuen, and enhance our talent pool.

° Enrich Yue Yuen talent pool, identify talents through systematic and professional evaluations, and according
to organizational and personal development needs, set up a comprehensive talent development plan and
training blueprint.

° Strengthen corporate vision and shape culture and values to create irreplaceable soft skills for the Group.

° Introduce innovations, new technologies, ideas or tools to improve personal growth and organizational
learning and help the Company and its employees meet their objectives.

o Value the employee’s self-development, provide diverse learning channels, and encourage self- initiated
learning to bring out the employees’ potentials and realize personal achievement.
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Blueprint of Yue Yuen Training System

Yue Yuen

System

Tra
Professional Program Se\f-[;regger Management Program

High
Potential
Talent

Advanced Training
Management Training
Middle Management

Training

Entry
Management Training

Strategy Camp

Management
10th Grade

@
3
=
=
=
=
=
2
173
2
55

Entry

Qrientation Training
Ethical Culture and Compliance Training
Professional Training
Self Learning
Internal Trainer Training
Group Lecture Tour

Performance Management Training

General Staff

Education and Training Development Planning
Through a systematic structure and method to achieve the purpose of training and development, we
continuously improve the quality of human resources and work skills, motivate employees to work and meet

challenges, and create higher corporate value to achieve operational goals and plan future development.

In order to achieve the Company's strategies and goals, the training and development plan not only takes into
consideration the management vision and target needs, but also evaluates the performance results and
functional gaps of employees, and establishes an education and training framework in line with its training
system, planning new recruits training, core program, management program, professional program, self-
development program, etc.. In addition, we use physical or digital learning methods to provide employees
with comprehensive training so that Yue Yuen employees can continuously improve their professional and
managerial skills, and at the same time find a stage for their own career development, so that they can grow
with the Company and become long-term, stable partners. To strive for excellence, education and training are
introduced into the TTQS (Talent Development Quality Management System), and the effectiveness of
training is self-checked by reference to international ISO standards. It was formally applied to the Ministry of

Labor for evaluation, and was recognized with a silver medal in the Enterprise & Organization Edition.
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Training System Programs

Yue Yuen's annual talent development training planning combines the Company’s missions, vision, and
management strategy and goals, collects and understands development points and training requirements of
each business division, continuously innovating and introducing new technology, concepts and tools,
facilitating personal growth and organization learning, providing diverse learning channels, encouraging self-
paced learning. Simultaneously, we also consider the personal development plan of employees, the training
system of each level of function and the relevant regulations of the law and other professional skills
certification courses, and formulate the "Education and Training Management Measures (& IR E BHHL )"

to facilitate the operation.

To deepen the facilitation on working skills for employees at each position and to fulfill the vision of lifelong
learning, Yue Yuen plans various series of training programs for different stages according to the Group's
core values and employee competencies. From an employee’s employment to his/her expected retirement,
Yue Yuen provides ongoing training for skills required by the employee in performing their tasks, with an
objective to reinforce the employee’s capabilities for continued employment. By means of employee training
programs, we expect to reach an internal consensus among employees, enabling employees to recognize the

organization value and furthermore contribute to achieve the Company’s best business performance.

J Orientation Program: The Company organizes induction training program for new employees, and
organizes orientation forums for new employees who have been employed for one month to enhance

their recognition to the Group.

. Core Program: The Company develops a series of core program training based on the Company’s core
functions to establish a common language of the Group, such as the accountability course, so that

employees are willing to assume responsibility and have a responsible attitude.

. Management Program: According to the management functions required by all levels of managers,
the corresponding learning and development projects are planned to strengthen the knowledge and

skills, role positioning and necessary capabilities for management of the Group’s supervisors.

. Professional Program: Various learning and development projects such as R&D, quality control,
engineering, manufacturing, business, procurement, supplier management, employee functions, etc.,

are planned to strengthen the professional and technical capabilities of employees.

. Self-Development Program: To encourage a diversified development of employees, the Company has
established a series of soft power program to increase the added value of learning for employees in
addition to work. In addition to language training, internal lecturer training is also planned to motivate

employees’ energy and potential, thus expanding the meaning and continuation of learning.
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Management Program
Leadership ladder
management skills

training

Management Program
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management skills

training
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YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED |

Environmental, Social and Governance Report 2022



Chapter 7

Education and Training: Promoting self-directed learning and responding to
operational needs

Digital learning: internal knowledge accumulation, online seminars (P Talks)

As we enter the post-pandemic era in 2022, the challenges of the industry are still severe and companies
need to respond more quickly. To maintain the direction of digital learning and respond to operational needs,
Yue Yuen recruited experts from various fields to share short talks like TED talks to deliver key information to
all employees in the most immediate and rapid manner. Meanwhile, the training mode, which used to require

management approval and assignment, has been changed to a self-enrolled active learning method.

P Talks are produced and broadcasted live every two months in the Company. The five topics, including the
Group's operation trends - digital transformation, digital office, RPA process robots, and soft power themes -
multicultural understanding and stress resistance to enhance mental toughness, have been viewed and
learned by 4,156 people with an average satisfaction rate of 4.5. 20-30 minutes were spent to convey the
Group's important management and caring issues and the culture of internal independent learning has been

established.

Making Technologies Rooted: Specialized Seminars to Cultivate Talents and Keep
Technologies Uninterrupted

Apart from virtual digital learning, with the gradual recovery from the pandemic, Yue Yuen has also
appropriately resumed major on-site learnings, such as specialized technical seminars that require extensive
practical operation. In compliance with the epidemic prevention regulations, the seminars were actively
conducted in Taiwan and Vietnam respectively. The technical seminars that have been launched
simultaneously include not limited to footwear manufacturing, molds, leather, etc., as well as in-house

(technical) instructor training.

First, we collect the technical gaps of each unit/production line, compile statistics on training needs, summon
technical staff on duty, develop common learning templates for actual production technologies at different
levels. The external recruitment and internal selection are conducted to address the gap in human resources
specific to front-end operation, and suitable targets are selected for training. The experience is accumulated
through classroom-type teaching, or conceptual teachings are used to understand the process division. They
are evaluated through tests and project reports, and assigned to the work posts to become key technical

personnel for continuous training.
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Training for High Potential Talents

Leadership Management Training Program (P Program)

The P Program has been in operation for many years, and it is an important plan for Yue Yuen to cultivate and
expand senior executives and to undertake the strategic layout of the Group. We expect the trainees to pass
on the spirit of Yue Yuen, in terms of leadership, decision-making and talent cultivation, also to continue to
improve their management vision and expand their management mindset. Especially the higher the position,

the more multidimensional and complex the management situation they confront with will be.

In order to assist our partners in overcoming challenges, the P Program is continuously refined and
optimized. For example, the Critical Thinking and Business Problem Solving courses directed trainees to
tackle the challenges of solving unfamiliar problems, and we have also strengthened the Trust Building and

Coaching courses so that we could achieve our goals together through good communication.

Yue Yuen, as a global company has presences in different countries and regions. We expect good talents to
adapt to the Group’'s development and go to different posts whenever the task demands. Therefore, cross-
cultural management is also a skill that Yue Yuen's leaders should possess. They should be able to quickly
integrate into the local culture and customs, and bring their own professionalism and enthusiasm to the tasks

given by the organization.

Despite the constant changes in the environment, the Group's vision of talent development remains

unchanged and we will continue to be people-oriented.

Training Program for Senior Factory Operation Management (AIM Program)

Yue Yuen has shoe-making factories in six countries, including Mainland China, Indonesia, Vietnam,
Cambodia, Bangladesh and Myanmar, each of them plays an important role in generating profits. Profits of
each factory come from the contribution of dedicated employees and factory managers who developed
effective strategies. It is the task and mission of each factory manager to produce high quality products, to

obtain continuous customer satisfaction and orders, and to generate higher revenue for the company.

Recognizing the importance of factory management talent cultivation and experience inheritance, Yue Yuen
launched the "AIM Program" in 2021, which was continuously optimized in 2022. The composition of trainees
also reflects its global and diversified layout, enabling Yue Yuen to leverage its core strengths and
competitive advantages, continuously strengthen its operational efficiency and profitability, and strive to

achieve quality and solid growth in long term.
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The content of training covers a number of internal and external management issues that senior factory
managers need to encounter in practice, for example, trainees can then understand that preparation and
prevention can be done on factories of various countries by effective analysis of the international political and
economic situation. Trainees could further contemplate through the perspective of brand customers, on how
the factory can effectively negotiate with customers, or even strive to become customers’ preference, so that
they will continue to place orders, thus creating a stable production, profitability and creating win-win
opportunity.

In addition, this training also adds a new cross-organizational factory practice forum. After the training, the
trainees will integrate and summarize what they have learned, and apply them to the factory improvement
proposals. Through the sharing of topics from different business units, trainees can learn from a variety of
insights, which will help us expand our horizons and truly learn knowledge, put it into practical use and make
achievements.

The lecturers hired in this program are leaders who are excellent in factory management for the Company, and
have profound practical experience in factory management. Through the teaching and support of our seniors,
senior factory managers can be prepared to accept the challenges of factory management at any time.

Implementation of the Group’s Education and Training

All employees of Yue Yuen receive annual training (100% of employees are trained). In 2022, the Group
invested approximately 3,564,038 training hours for education and training, with a total of 1,269,657
employees participated in these trainings, and average training hours of approximately 12.5 hours per
employee Nt ' |n addition, a new online training system was introduced in 2017, so that employees can
make full use of their time to learn on the online platform without being restricted by country, environment
and time, and can achieve the all-around sharing of the Group's learning resources.

In the future, we will continue to optimize this platform and develop more digital programs and tools for
online platform, so that employees can make use of more improved learning resources.

Average training hours received by employeesN°t 2

By gender
Male 12.2
Female 12.6

By employee category

Entry-Level 12.4
Mid-Level 17.9
Senior-Level 19.3

Note 1:Average training hours of employees = Total training hours/Total number of employees in the current year.
Note 2:Average training hours of the team = Total training hours of employees of the team/Total number of employees of
the team in the current year.
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7.2 Human Rights Management

Management of Material Topics

What it means to Yue Yuen

Human capital is the basis of business
operation. We create a friendly
workplace and ensure labor rights,
and improve the system to protect
the rights of employees.

Policy and Commitment

We adhere to the Group's Code of Conduct,
conduct internal human rights management,
and take actions consistent with the FLA
Workplace Code of Conduct, while treating all
employees with dignity and protecting their
rights.

Impact

Human rights management directly
affects employees' rights and retainment,
which in turn affects operations and
production. It is also an issue of concern
to government agencies, shareholders/
investors and NGOs, and affects
stakeholders in the value chain, such as
customers and suppliers, to varying
degrees.

Indicator and Target

» We reduce operational risks, minimize
possible hazards at work, and provide
labor rights protection to maintain good
communication based on mutual trust and
to create a win-win partnership between
labor and management.

» We comply with global regulations, the
Group's code of conduct, and international
human rights standards in all locations
where we operate, and implement legal
compliance in our daily operations, as well
as align with international trends through
external third-party verifications/
certifications.

Actions

» Conduct annual PCG compliance KPI
assessment (social responsibility
assessment) for all wholly-owned
footwear factories under the Group,
and complete social responsibility
assessment for 32 wholly-owned
footwear factories in 2022 as
scheduled, accounting for 91% of the
total.

» Promote the infrastructure project to
review and understand the daily
compliance of factories through daily
risk monitoring. In 2022, a total of 35
wholly-owned footwear factories were
assessed, accounting for 100% of the
total.

Sustainability Indicators

HKEx KPI B4.1 & B4.2 Labour
Standards

GRI 407 Freedom of Association and
Collective Bargaining

GRI'408 Child Labor

GRI 409 Forced or Compulsory Labor
SDG b5 Gender Equality

SDG 8 Decent Work and Economic
Growth

SDG 10 Reduced Inequalities

Evaluation Methods

» Internal - Based on the internal PCG
compliance KPI assessment, the
Company's wholly-owned footwear
factories and suppliers are subject to
annual internal audits and graded
according to their compliance
performance to effectively review and
manage their overall compliance.

» External - Through regular or irregular
audits by customers and third-party
organizations, continuous improvement
and follow-up are carried out.

Stakeholder Engagement

Hotline telephone, social media or mobile
APP, SMS, suggestion box, e-mail,
employee seminars, cadre communication
meetings, labor-management meetings,
internal and external referrals, direct
communication/interviews, employee
consultation room/life counseling room.
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7.2.1 Human Rights Management
To achieve sustainable corporate development, the Group has always complied with the laws and
regulations of the countries in which it operates in a rigorous, open and transparent manner, and in case
of discrepancies or conflicts between different standards, the higher standard will be followed. The
Group also makes reference to the codes of conduct set by large NGOs and many brand-name
customers as the core standards for all employees to perform their work. Through internal and external
audits, potential problems are identified and used to continuously improve the working environment and
control risks, and to further an harmonious labor-management relationship and create a happy enterprise.

Code of Conduct Human Rights Management Measures

Employment Relationship Human rights issues and management measures
No Discrimination applicable to all employees:
Harassment or Abuse 1. Responsible recruitment

Forced Labor

. Fair pay
. Child Labor

2
3. Prohibition of child labor
Freedom of Association and Collective Bargaining | 4. No forced and compulsory labor
Health, Safety and Environment 5
Working Hours 6. Freedom of association
7
8
9
1

Remuneration

1
2
3
4
5
6
7
8
9 Collective bargaining
1

0.Community Connectivity

. Minimum notice period for major operations
. Voice of employees

Staff grievance mechanism
0.Diversity and inclusiveness

Human Rights Training: Friendly Workplace

The Group is committed to building a friendly and harmonious workplace, hoping to create a warm image of
workplace, where colleagues can interact with each other with warmth, respect, care and mutual assistance.
We have set up a unified code of conduct and standards for the Group, so that all of our employees can
share the same values and behavioral standards no matter where they are in the Group. In 2019, Pou Chen
Group has set up a friendly workplace program, which focused on mutual respect in workplace interactions,
message transmission, behavior boundaries, and other related concepts to achieve respect and friendliness
in the workplace. In 2022, a total of 115 participants attended the online and on-site training held by us, with
a completion rate of 77%.

Friendly Workplace Program
It mainly consists of:

. The Group's regulations (including Group Code of Conduct)

o The Group's Discipline/Engagement Committee Measures

o Management Measures of Complaints and Punishments for Prevention and Treatment of Sexual
Assault and Sexual Harassment

. National sexual harassment and abuse laws

. Practical cases sharing

o The Group’s channels of grievance and consultation

° Management Measures for Complaints of the Group’s Employees

o The internal communication flow chart for general appeal cases

o Workplace emotional control help
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7.2.2 Human Rights Due Diligence
Purpose of promotion
In order to implement the human rights policy and ensure its effectiveness, we have initiated a human
rights due diligence since 2022 to gain an in-depth understanding of employees’ awareness of our

human rights policy. The Group is committed to creating a supportive, friendly and healthy work
environment.

Human Rights Due Diligence Process

Q

Risk
identification

Risk
ranking

Risk identification is
conducted according to
the UN and FLA
international
documents, industry
human rights trends,
and the development of
risk lists. See “Risk
Identification” below for
details.

Identification and risk
assessment of
potential human rights
issues areconducted
by analyzing such
issues in accordance
with “frequency of
human rights risks”
and “impact on the
Company and its
employees” . The
survey covers all
employees, trade
unions and NGOs of
the Group's
wholly-owned
factories. See "Risk
ranking” below for
details.
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Management/
mitigation

AN
A
Management/
mitigation

Based on the internal
and external audit
assessment, we

investigate risk issues

and design mitigation
and compensation
measures to fulfill our
commitment to human
rights protection and
investigation responsi-
bilities. See 72.3
“Management and

Mitigation of Human
Rights Issues” for

details.

v

Review/
adjustment

The Group reviews
impacts and makes
corresponding adjust
ments to the practices,
and adjusts the
policies in a timely
manner to reduce the
impact of human rights
risks.

Environmental, Social and Governance Report 2022
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Risk Identification
The Group commits to abiding by international human rights standards, such as the United Nations Universal

Declaration of Human Rights, the United Nations Global Compact, the United Nations Guiding Principles on
Business and Human Rights, the OECD Guidelines for Multinational Enterprises, the United Nations
Convention on the Elimination of All Forms of Discrimination against the United Nations Convention on the
Rights of the Child, the International Labor Organization Declaration on Fundamental Principles and Rights at
Work, and the FLA Code of Conduct and Standards of Compliance for the Workplace, establishing a list of
potential human rights issues based on the human rights concerns of relevant stakeholders, and conducting

human rights due diligence accordingly.

108

Responsible recruitment

Employers shall adopt and adhere to rules and conditions of employment that respect their
employees and provide basic rights protection for their employees under national and international
labor and social security laws and regulations.

Anti-discrimination

Respect for religion diversity

No employee shall be subject to any discrimination in employment, including employment, wages,
benefits, promotion, discipline, termination or retirement, etc., on the basis of gender, race, religion,
age, disability, sexual orientation, nationality, political opinion, social status or minority status.

Harassment or Abuse

Each employee shall be treated with respect. No employee shall be subject to physical, sexual,
psychological or verbal harassment or abuse.

Forced Labor

Any form of forced labor and human trafficking, including the use of prison labor, indentured labor,
bonded labor, or involuntary labor through any penalty, is prohibited. Restrictions on freedom of
movement or withholding of personal documents are prohibited in the workplace or through
employment agencies, and employees are required and ensured to understand their terms and
rights in recruitment and employment. We must sign employment contracts in the employee's
native language and ensure that agencies do not use forced labor and do not charge employees
recruitment fees.

Prohibition of Child Labor

No individuals aged below 15 or under the age of completing compulsory education shall be
employed, or the other stakeholders' higher standards shall prevail.

Freedom of Association and
Collective Bargaining

Employers shall recognize and respect the right of employees to freedom of association and
collective bargaining.

Occupational Health and
Safety

Employers shall provide a safe and healthy workplace setting to prevent accidents and injury
jeopardizing health when employees engage in work-related tasks or the operation of the
employers’ facilities. Employers shall adopt responsible measures to mitigate negative impacts that
the workplace has on the environment.

Reasonable Work Hours

Employers shall not require employees to work more than normal working hours and overtime hours
required by the laws of the country where the factory is located.

Fair Remuneration

Each employee has the right to be paid for any normal work week that meets his/her basic needs
and generates some discretionary income.

Privacy/Personal Data
Protection

Employers are responsible for protecting the privacy of their employees and preventing the leakage
of their personal information.
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Clarification of Issues of Stakeholders’ Concern in 2022 - Myanmar
Certain employees in the Myanmar production area applied to the local government to set up a trade union,

but the local government did not approve the establishment. In October 2022, a small number of employees
in the region requested a basic salary adjustment in social media and local news media, and based on the
respect for the employees’ right to freedom of association and collective bargaining, the management,
together with Worker Coordination Committee ("WCC") employee representatives, communicated with such
employees several times, but failed to reach an agreement. Those employees subsequently gathered in late
October. Considering the complex political and economic situation in the region, the management gave
priority to the safety of all employees and had to dismiss 26 employees in accordance with working rules,
leaving no impact on the safety of the whole workforce as a result of this gathering. For the 26 employees
who disagreed with the termination of their employment contracts, Myanmar factory actively mediated
between the parties through arbitration, and communicated directly with the employees several times for
more than three months. As of February 9, 2023, 13 employees have opted to return to work at the Myanmar
plant at the same rate of pay and are entitled to the same salary for the period of suspension. 13 employees
have opted to complete the agreed severance process, with all personnel processes in compliance with local

laws and regulations.

Risk Ranking

In 2022, the Company initiated a questionnaire on human rights risks, covering all employees of the Group’s
wholly-owned factories, labor unions and NGO. 122 valid questionnaires were returned, and the Company
has analyzed such questionnaires according to the "frequency of human rights risks" and the " impacts on the

Company and employees" to establish a human rights risk matrix.

Human rights risk matrix

Moderate risks Secondary risks Significant risks
*Occupational
health and
safety
+Fair +Reasonable working hours

remuneration

*Respect for religion diversity

Materiality

*Responsible +Non harassment and discrimination
recruitment

*Forced labor  «Privacy/personal data protection
+*Freedom of association
and collective bargaining

*Prohibition of child labor

Frequency
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7.2.3 Management and Mitigation of Human Rights Issues

FLA Engagement and Certification

The significance of becoming a member of the international human rights organization FLA and
obtaining FLA certification is showing the Group’s commitment to responding to the call of the
United Nations’ Sustainable Development Goals

[tem 8 of the United Nations’ SDGs states that the goal is to promote persistent, inclusive and sustainable
economic growth, full employment opportunities and dignified work. Yue Yuen strongly believes that every
employee has the right to work at a safe and equal environment. Through participation in the FLA, Pou Chen
Group, the parent company of Yue Yuen, conducts annual independent assessments on the global footwear
production sites in conjunction with the FLA SCI audit. Pou Chen Group also continuously works with the
FLA on international human rights issues in order to maintain compliance with human rights and labor
standards.

Pou Chen Group actively joined the FLA in 2011. As a supplier member of the FLA, Pou Chen Group is
committed to abide by the "FLA Workplace Code of Conduct” and the “Principles of Fair Labor &
Responsible Production” and its corresponding key performance indicators(KPI). Through FLA's annual SCI
audit, on-site observations at production sites and head office visits, Pou Chen Group is unanimously agreed
by the FLA board of directors to be qualified for FLA certification and has become the only footwear
manufacturer in the world accredited by the FLA.

Principles of Fair Labor & Responsible Production of the FLA

we are committed to and voluntarily abide by the “FLA Workplace Code of Conduct” and

the “Principles of Fair Labor & Responsible Production”

110

Top Management Commitment and Workplace

Standards

Member company is committed to achieve transparency and accountability
according to the established workplace standards.

Responsible Production Practices

Member company conducts sales, planning and production practices based on its
commitment to workplace standards.

Responsibility and Head Office Training

Member company identifies and trains employees who are responsible for
implementing workplace standards and responsible manufacturing practices, and
provides trainings to all head office employees.

Production Staff Training

Member company provides trainings on workplace standards to all management
and employees at its own production facilities and tracks the effectiveness of the
training.

Monitoring

Member company conducts compliance monitoring of workplace standards.

Effective Grievance Mechanisms

Member company provides effective grievance mechanisms for employees to use,
including multiple communication channels, at least one of which is confidential.

Collection and Management of Compliance
Information

Member company collects, manages and analyzes compliance information on
workplace standards.

Timely and Preventative Remediation

Member company conducts timely and preventive remediation.

Consultation with Civil Society

Member company identifies, researches, and collaborates with relevant non-
governmental labor organizations, labor unions, and other civil society.

Verification Requirements

Member company meets FLA's verification and project requirements.

YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED
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FLA has conducted audits and published qualified public reports for 12 consecutive years

The Group continues to enhance the transparency of its manufacturing conditions and has been proactively
conducting the annual assessment and compliance review under the Sustainable Compliance Initiatives
("SCI") at FLA-selected factories under Yue Yuen since 2011. It makes improvements and gives regular
feedback on the action plan every year according to the recommended actions given in the audit report, and

systematically and periodically accepts human rights review and evaluation/supervision of NGO groups.

The FLA SCI assessment covers the main production and operation sites of the Group worldwide. All

inspection reports on working conditions are published on the official FLA website (https://live-flarebuild.

pantheonsite.io/member/pou-chen-group/).

Production
-+ Indonesia Mainland China Vietnam Cambodia | Bangladesh | Myanmar Taiwan
ase

2012/11/5-9
2015/10/12-16 | 2011/12/20-22
2013/08/27-30

Audit date 2017/9/26-29 2019/9/56 | 2016/11/1-3 | 2018/9/6-7 2018

2014/11/2-7
2022/08/22-24 | 2021/9/27-29
2020/9/9-10

Note: The review report of the VP Factory in Vietnam for 2017 is available on the internal member website of the FLA

In August 2022, FLA entrusted a third-party audit unit to conduct a three-day compliance assessment at Yue
Yuen's Bao Li Factory in Tay Ninh Province, Vietnam. Through document review, on-site visits and
observations and interviews with employees and management, recommendations on legal and compliance
were provided to the factory, which had actively and continuously improved the working conditions and

working environment.

In 2012, the Group set up a factory in the Phuoc Dong Business Park, Tay Ninh Province, Vietnam, creating
approximately 4,000 jobs. The Group further conducted a compliance check of its production plants through a
third-party audit of the FLA, which has made it possible to implement a safe, inclusive and respectful working

environment, striving to create a dignified employment environment.
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Internal Evaluation Mechanism: SD-KPI
Since 2012, Yue Yuen has established an internal evaluation mechanism, the content of which can be divided

into Social Responsibility Evaluation ("ERC") and Environment, Safety and Health ("ESH"). The scope of the
evaluation covers its production operating bases in Mainland China, Indonesia, Vietnam, Cambodia,
Bangladesh and Myanmar, and annual compliance assessments are conducted on the production units of the
Company’s wholly-owned footwear factories. The assessment criteria include the implementation status of
human rights, environment and safety management. Factories will then be classified in a hierarchical manner
based on their compliance performance, so that the overall compliance status can be actively and effectively

reviewed and managed.

Internal Evaluation Mechanism (SD-KPI)

Social Responsibility Evaluation Environment,
(human rights risks management) Safety and Health
ERC ESH
e No harassment and e Rewards, penalties and e Safety and health
discrimination workplace conduct e Fire safety
e Forced labor e Grievance mechanism e Environmental management
e Recruitment and e Slacking and strike e Energy management
appointment e |nternal communication
e Education and training (employee involvement/
e Working hours social feedback)

management, salaries and | ® Protection for special

benefits employees
e Employee development e Freedom of association
and promotion and collective bargaining

e Termination/release of

contract

For human and labor rights management, the Social Responsibility Evaluation SD-KPI inspection of the
Group’s wholly-owned factories has been completed on schedule in 2022. We conducted the evaluation in
accordance with the provisions on labor rights and human rights protection measures listed in the Code of
Conduct of Yue Yuen, the FLA Workplace Code of Conduct and the Principles of Fair Labor and Responsible
Production, including non harassment and discrimination, forced labor, recruitment and appointment,
education and training, salaries and benefits, working hours management, employee development and
promotion, termination/release of labor contract, foreign employee management, contractors management,
rewards, penalties and workplace conduct, grievance mechanism, freedom of association and collective
bargaining, protection for special employees, slacking and strike and internal communication (employee
involvement/community feedback), etc. The evaluation method includes detailed review of relevant
documents, spot checks on Closed Circuit Television (CCTV) footages in factory and employee interviews to

achieve an objective, fair and comprehensive review.
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Examples of improvements in human rights risk issues in 2022 are as follows:

Audit Date Scope of Human Corrective remedies
Rights Risk

special employees

documents, it was found that the
Measures for the Administration of Child
Labor/Underage Workers of a factory in
Vietnam have not been updated in
accordance with the 2019 Labor Law
(effective in 2022).

2022.7.1 contractors After conducting an on-site document spot After the audit, the factory has discussed with the contractor
management check, it was found that the labor contract about the inadequacy of the employee contract and
of an outsourced regular staff of a factory completed the revision of the contract and information
in mainland China did not specify the supplement.
working hours and wage items The factory has requested the window in charge of the
outsourced contractor to strengthen the confirmation of the
proposed contract items to ensure the integrity of the
contract, to avoid the risk of legal non-compliance.
2022.7.18 Protection for After reviewing the factory policy After the audit, the factory completed the revision of the

measures for the administration of child labor/underage
workers and updated such measures in accordance with the
2019 Labor Law.

In addition to this document, the factory thoroughly reviewed
all policy documents to see if they have been updated in
accordance with the new law, to ensure that written
documents were in line with the factory's implementation.

the adjustments to the Vietnam Labor Law
in 2021, the form for voluntary overtime
list for a factory in Vietnam had to be
executed in accordance with Protocol No.
145, Appendix IV of but the factory did not
stamp it with the company seal.

2022.9.19 Salaries and After conducting an document random After the audit, the factory has revised the Salary
benefits check, it was found that the employees Management Measures and updated such measures
could receive the childcare allowances in according to its actual status of implementation.
the same month when they submitted the The factory regularly reviewed all the management measures
relevant documents, however, the factory to ensure that written docuements were in line with the
actually paid the allowances but did not factory's implementation.
update the management measures.
2022.10.17 Working hours After conducting an on-site document spot After the audit, the factory revised the overtime application
management check, it was found that in response to form to comply with the laws and regulations and stamped it

with the company seal. Then the factory will check regularly
to make sure that such thing will not happen again.

SD/HR conducted a comprehensive review and checked
whether the adjustments to items of the new Vietnam Labor
Law have been fully implemented in the factory, to comply
with the local laws and regulations.

In 2022, we continued to improve the Group's standards of labor rights and human rights in our factories. At
present, all the factories have implemented policies to protect child labor, underage workers and female
employees, and there were no cases of forced labor or human trafficking. Meanwhile, factories actively
provided relevant trainings to advocate on no harassment, no discrimination, prohibition of forced labor and
freedom of association and relevant training. The Group utilizes the internal platform (Master Action Plan,
"MAP") to track the improvements of issues identified during the audits. Through root cause analysis,
improvement plans and discussion with factories, immediate rectification and reviews are carried out. All 111
findings from the previous year (i.e. 2021) have been followed up and concluded in 2022.

Going forward, Yue Yuen will continue to dedicate in implementing relevant regulations and spirits of the
international standards advocated by the International Labour Organization ("ILO") and the FLA, providing a

friendly working environment and a better relationship between employers and employees.
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Management Practices on Human Rights Issues

Yue Yuen complies with local laws and regulations, and follows the Universal Declaration of Human Rights
and the FLA Workplace Code of Conduct to formulate the Code of Conduct of Yue Yuen. “Work Rules” also
contains corresponding provisions, such as prohibition of employing child labor, no harassment and
discrimination, no forced labor, freedom of association, health, safety and environment, salaries and benefits,
working hours regulations, protection for special employees, etc. Yue Yuen is committed to implementing

the principle of fairness and human rights policies.

Responsible Recruitment

Yue Yuen upholds the principle of equal opportunity, values the diverse talent development, and provides job
seekers and employees an equal chance of employment without distinction on the basis of gender, race,
religion, age, disability, sexual orientation, nationality, political opinion, social status or ethnic minority, and
relevant management principles are also embodied at aspects including hiring, compensation, benefits,
advancement, discipline, termination, retirement, etc. Yue Yuen utilizes diversified channels for recruitment,
and verified during the interview to confirm the job applicants’ willingness to apply and the documents
provided are correct, ensuring compliance with the requirements of local laws and regulations. Only those
who meet the requirements will be recruited. Every employee is required to sign an employment contract
when hired, clearly defining the rights, responsibilities and obligations of both employers and employees, and
all employees have the right to terminate their employment with the factory. The conclusion, modification,
dissolution and termination of relevant employment contracts all strictly abide by the relevant laws and

policies.

Meanwhile, adhering to the spirit of human rights as advocated by international organization for the purpose
of effectively terminating forced labor, Yue Yuen signed the Commitment to Responsible Recruitment jointly
developed by the FLA and American Apparel & Footwear Association (AAFA) in November 2019 for the

continued day-to-day promotion and advocacy of human rights, which sets out that:

1. No worker is required to pay agency fees.
2. Workers retain control of their travel documents and have full freedom of movement.
3. All workers are informed of the basic terms of their employment before leaving home.

Based on such principles, Yue Yuen will implement responsible recruitment in its daily operations and take
into account the recommendations of NGOs/stakeholders: if an enterprise has a cooperative agency or
recruitment unit, in this case, forced labor or human trafficking is more likely to occur. Therefore, Yue Yuen
has prepared a responsible recruitment commitment letter and invited the cooperative agency or recruitment
unit to sign it, to effectively eliminate the risks of forced labor and human trafficking. In 2022, after checking
the Company internal labor dispatching status, all factories in the operating bases recruited employees
directly and did not recruit or enter into labor contracts with employees through labor agencies; if there is
any relevant cooperation in the future, such company will be invited to sign such responsible recruitment
commitment letter and ensure legal compliance through the annual internal audit mechanism.
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Fair remuneration

The Global Living Wage Coalition (GLWC) on the definition and standard of living wage/fair remuneration:

The remuneration received by employees during a standard working week in a given location should be
sufficient to provide a decent standard of living for employees and their families. Elements of a decent
standard of living include food, water, housing, education, medical care, transportation, clothing and other

basic needs, and coping with unforeseen events.

As a responsible supplier member of the FLA, Pou Chen Group, the parent company of Yue Yuen is
committed to the ongoing development of fair compensation to support the livelihood of our employees and
their families by conducting remuneration survey on the Group in line with the FLA Code of Conduct and the

GLW(C's definition of fair compensation, and following the FLA's fair compensation research methodology.

In addition to the audit mechanism to review the
[® eantason
LIVING WAGES
production plants, Yue Yuen also utilizes the FLA FORALL

compliance status of working hours and remuneration in

compensation data collection tool and Fair Compensation

Dashboard to proactively monitor the remuneration

Introduction

structure of the Group's factories. Spot checks were : ; of the FLA Fair

E Comper_lsation
conducted on 21% of the footwear production plants* in ; . Project
2022, which includes factories in Vietnam, Indonesia and * g:‘,,i’:.':f:,ﬁ;ﬁ:

Cambodia. It was found that 100% of the sampled
factories conform to the local basic salary and fair

compensation standard.

* Note: " footwear production plants " here is based on the number of factories in the FLA Member Factory List.
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Prohibition of Child Labor

No person shall be employed by the Company under the age of 15 or under the age for completion of
compulsory education, whichever is stricter, in accordance with the Code of Conduct of Yue Yuen, the ILO
Convention No. 138 and government regulations. Relevant young labors (underage employees) are
documented and reported (depending on laws and requirements), and the Company formulates relevant

protection policies to ensure that their working hours and job positions comply with the laws and regulations.

At the time of interview, the Company will request the job applicants to produce valid identification
document to verify their actual age. Where a mistakenly-employed case is discovered, the person in question
will be suspended from work immediately and sent to the original residing address for the supervision by the
parents or guardians, and the Company will be responsible for paying the necessary transportation and
accommodation expenses, as well as the wages for the actual work period. According to the internal

compliance mechanism, there was no incident of child labor at the Company's operating bases in 2022.

No Practice of Forced or Compulsory Labor

Yue Yuen does not employ any laborers who are subjected to coercion, imprisonment or illegal contracts,
including prison laborers, indentured labor, bonded labor or other forms of forced labor, and does not employ
any labors who are involved in any form of human trafficking, whether by way of force, fraud, coercion or any
form of involuntary labor or slavery. Meanwhile, Yue Yuen does not require the employees to pay any
recruitment fees to ensure that employees have freedom of movement, keeping their own identity or
immigration documents. The contracts signed by employees are written in their mother tongue to clearly
inform employees of their basic terms and conditions of employment. The day-to-day management
mechanism of Yue Yuen ensures that all work is voluntary and that employees have the right to work
overtime and to leave their positions freely with reasonable notice given. According to the internal

compliance mechanism, there was no incident of forced or compulsory labor in 2022.

The Company strictly abides by the relevant laws and regulations of the countries where its factories are
located as well as the code of the Company and requirements under brand agreements. Employees are paid
on time and properly, and pay slips are provided in the local language, so that employees can understand the
comprehensive information of the pay slips, where all lawful deductions are clearly stated. If overtime work
is required, the Group must obtain the employee’s consent, and overtime work and overtime payment shall
be both in compliance with local laws and regulations. The Company also respects the rest time of its
employees and grants rest days in accordance with local laws and regulations. Also, computerized
attendance systems are put in place to effectively manage the working hours and resting dates of the
employees to maintain the physical and mental balance of the employees. During working hours, employees

are allowed to move freely within the factory areas except for certain controlled areas.
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Minimum Notice Periods Regarding Operational Changes
The Company strives to build a harmonious employer-employee relationship, and the minimum notice periods
regarding operational changes is given according to the Collective Bargaining Agreements (“CBA(s)”) or local

labor laws.

In the operation and production bases where the CBAs have been signed, such agreements are signed by
the local labor unions and the Company under the approval of the local competent authority, clearly
specifying the minimum notice periods regarding the relevant employment conditions, rights or operational
changes. All the signed documentation of CBAs shall be submitted to the local competent authority for filing.
Operating and production bases that are not yet a party to a CBA or are not specifically covered by a CBA will

follow the minimum notice periods regarding material operational changes governed by local labor laws.

Regulations on minimum notice

periods regarding operational Local labor laws CBA:not less than 30 days
changes
Indonesia
Cambodia Mainland China
Operating bases
Bangladesh Vietnam
Myanmar

Freedom of Association

Yue Yuen upholds respect for employees’ right to freedom of association and collective bargaining. The
Company recognizes the legal labor unions established by employees, support employees to form labor
unions freely, respect their right to negotiate with the management and actively communicate and interact

with labor unions pursuant to the Code of Conduct of Yue Yuen.

The factory sites of Yue Yuen in Mainland China, Indonesia, Vietnam and Cambodia have all set up labor
unions of the employees’ free will to assist them in communicating with the Company on labor issues,
including reviewing labor rights stated in the employee handbooks, stipulating relevant labor standards and
engaging labor negotiation or events on delegation etc.. The factory sites in Bangladesh and Myanmar have
also set up employee representative committees through elections according to local laws and regulations.
The WCC was established at the Myanmar factory, and the Worker Participation Committee (“WPC") was
established at the Bangladesh factory site.
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The CBAs Covering Nearly 240,000 Employees Worldwide

As a consensus has been reached between the employer and employees, labor unions of each region may
sign CBAs with local branches of the Company in each region. The unions can also jointly hold relevant
employee caring events and activities with the Company, enhancing the communications between the
Company and employees and the employees’ sense of identity. CBAs were made under agreement between
the employer and employees at the factory sites of Yue Yuen in Mainland China, Indonesia and Vietnam. The
number of employees protected by the CBAs is 232,287 in total, accounting for approximately 92.9% of the

total number of employees in the footwear manufacturing business.

According to the Company's internal regulations, the factory and the labor union should convene a meeting
between the management and the labor union at least once every quarter; and the factory should take the
initiative to discuss with the labor union on issues regarding employees’ welfare and rights to obtain

consensus from the labor union.

The number and percentage of employees covered by the CBAs of major operating bases (Average)

Number of employees covered 119,898 87,620 24,769
by the CBAs (people)

Percentage of employees 100%Nete ! 100 % Nete ! 98.29%Note 2

covered by the CBAs (%)

Note1: The CBAs signed in Vietnam and Indonesia cover the rights and obligations of all employees and employers under
the corporate title.

Note2: Only employees in the "footwear manufacturing” business unit in Mainland China participate in the labor union; the
percentage in Mainland China is calculated based on number of employees covered by the CBAs/total number of

employees.

Note3: The employers and employees in Cambodia, Bangladesh and Myanmar have not yet entered into any CBAs by
mutual agreement.
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Voice of the Employee

Employee Care “Voice”: Smooth Communication Channel for Employees -Face-to-Face
Conversation/Complaint Communication Mechanism

Yue Yuen encourages communication between the management and the employees. We have established
various channels to collect the feedback of the employees based on their usage behavior. By consolidating
the inputs from complaint channels of various regions, we establish a systematic record-keeping system and
analyze each enquiry made by employees. Through continuous annual internal and external employee
relationship activities, it is expected that internal cohesiveness and organizational identification can be

gradually enhanced to ensure a harmonious labour relations.

With the intention of increasing communication between management and employees, the Company has
provided a variety of employee interaction channels since the 1990s, including telephones/hotlines, social
media or mobile app, short message service (SMS), suggestion boxes, email boxes, employee forums/heart
bridge communication meetings/management communication meetings, internal and external referrals, direct

communication/interviews, consultation/life guidance and counseling office and factory self-inspections.

Since 2012, Yue Yuen has included employee conversations as a necessary part of the Company's internal
compliance management. Before the outbreak of COVID-19, a majority of factories under the Group are able
to host at least one employee forum a month. In 2022, the overseas COVID-19 pandemic was relatively
stable, and pursuant to regulations on social gathering and mass gathering and due to the shutdown of
operation in some factories, the forum began to resume as usual, with 538 employee forums held during the
year, and the total number of employee forum held increased by 107.7% as compared to 2021, with a total

of 18,864 employees who participated in the forum.

During the employee forum held at each factory, employees are free to express their opinions and propose
suggestions. Factory supervisors are required to attend all of the meetings. In addition to expressing their
appreciation for the employees’ hard work, and spreading important information of the Company at the
meeting, they also have to listen and immediately handle the problems raised by employees. By doing so,
the supervisors not only set themselves as an example to other managerial staff of the factory and mark the
significance of the opinions of employees, but also help bridge the gap of trust and communication between

the management and employees.
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Voice of the Employee

Labor Union 51
Factory Self-inspections 31
Internal Referrals 27
Short Message Service (SMS) 72
External Referrals (Brand Customers, 4

Government, Third-Party Referrals)

Direct Communication/Interviews 81
Social Media or Mobile App 1,684
Employee Forums/Heart Bridge 2,002

Communication Meetings/Management

Communication Meetings

Suggestion Boxes 38
Email 19
Telephones/Hotlines 231
Counseling/Life Guidance Office 186
Total ‘ 4,426

In 2022, the Employee Relationship Management System ("ERMS") recorded a total of 4,426 cases of
complaint and consultation, 93.7% of closed cases were closed within 10 working days, of which 99.5% of
the cases were concluded within 2 months. At present, there are 10 cases that have not yet been concluded,
most of which occurred in December and still need time for investigation and processing. The issues of
concerns to the employees were primarily related to topics of living environment, internal communication,

social security and provident fund.

Indonesia = Union Communication and Cambodia - Employee Forum

Exchange Meeting
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Handling Mechanism for Complaints of Employees

According to the Company's Complaints and Consultations Management Procedures, the processing results
shall be reported to the complainants and relevant reporting units in a timely manner, in any event not
exceeding 10 working days. If the case involves management misconduct or violation of work standards
including a sensitive issue such as sexual harassment, inappropriate language and discrimination, it may be

delayed depending on the processing situation, but in any event not exceeding one months.

Since the Group operates globally, it is never easy to understand or communicate in different cultural
contexts. To ensure fair and impartial handling of cases at the operating sites, an internal document,
“Discipline/Engagement Committee Measures”, was duly passed in 2017, and since 2018, the Discipline/

Engagement Committee mechanism had been launched regularly or irregularly on a case-by- case basis.

When a controversial case is received, a meeting convened by the Engagement Committee or Discipline
Committee will be called according to the nature of the case, and an investigation team and a convening
committee will be established for the case. The members of these two teams should not be duplicated
unless it is necessary. In 2019, the management measures for the Engagement Committee were further
revised, with emphasis on the cultural perspectives of local employees and the perspective of the Company’s
local sustainable operation, and local employees were appointed as chairman of the committee. Meetings are
conducted on a monthly basis, to discuss and decide on the complaint cases as well as to review the
handling status of internal complaint cases, with an aim of settling complaints in a fair and impartial manner.
Meanwhile, the Group adheres to the anti-retaliation principle. Any acts of retaliation by any departments or
individuals for whatever reason will not be tolerated, and it can be reflected and reported through various

channels in case of such occurrence.

Handling of Major Management Attitude and Workplace Misconduct

In 2022, the ERMS recorded a total of 4,477 cases of complaint and consultation, with 34 cases of major
management attitudes and workplace misconduct, including 16 cases of speech and behavior misconduct
caused by emotional agitation of the management during production, and 18 cases of conflicts among
employees, all of which were properly handled and concluded. 5 of the cases were sexual harassment cases,
which after investigation, we had taken appropriate role adjustments and relevant disciplinary actions, and
had continuously showed care for the victims. According to the audit of internal compliance mechanism,

there have been no reprisals concerning the complaints in 2022.
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Diversity and Inclusiveness

° Woman Empowerment
According to social expectations and international trends, the Group is committed to creating an equal
and inclusive workplace. In recent years, the Group continues to strengthen the influence of women in
leadership, decision-making, talent cultivation and management vision. The proportion of female
colleagues serving as project lecturers and management positions is increasing. In the future, the
Group will continue to develop more assistance programs and digital competency training to help
female employees to enhance their professional capabilities and develop their leadership skills, so as

to achieve substantive equality.

Transforming the Attitude of Entry Level Management -

Interactive Management Workshop Seed Lecturer Training (Unit: People)

2022 Female
Male

N
-

Local Talent Development — Legal Compliance and Code of Conduct Training (Unit: People)

2022

194
Female

® Male
2021

145

Gender ratio of footwear factory management in the last three years (Unit:%)

42.5%
431%
2021 Female
@ Male
43.3%
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Talents without Borders

The Group has long upheld the employment philosophy of "talents without borders", has integrated
multiple cultures, with transparent and fair promotion channels, and no discrimination based on gender
or nationality. Global operating sites of Yue Yuen are located in Mainland China, Vietnam, Indonesia,
Cambodia, Bangladesh and Myanmar etc., and the footwear production bases are mainly located in
Vietnam, Indonesia and Mainland China, and talent analyses are conducted according to age, gender

and region, etc. (Please refer to Chapter 7.1.3 for details)

Respect for Religion Diversity

There are thousands of religious beliefs in the world that provide spiritual support and solace, while
also regulating the moral order of believers. The Group supports and protects the freedom of religious
belief of its employees and flexibly adjusts its management system to support employees to follow
the rituals of their faith even during working hours. At our Myanmar factory, for example, the
employees there are devout Buddhists, thus large Buddha statues are placed in the factory sites for

the staff to find spiritual sustenance in faith.

Over approximately 90% of the employees at the Indonesia and Bangladesh factories believe in Islam.
According to the Islamic scripture “Koran"”, Muslims must worship five times a day in the direction of
Mecca, Saudi Arabia, to show that they remember Allah every day. The Group respects the religious
beliefs of its employees, it has therefore built several prayer rooms, also called musalla, in the
factories, which can be freely used by the employees. Small separate prayer rooms are also provided
in the working areas for the employees’ free use. As of 2022, there are 111 religious building facilities

within the Company.

Islam fasting requires Muslim not to eat or drink from dawn to sunset during Ramadan, and the
Company is considerate towards the physical condition of employees. Should any employee feel
unwell, there are ambulances in place in the factories and medical rooms have been set up to provide
immediate care services for them. The annual Eid al-Fitr marks not only the end of Ramadan but also
the New Year in Indonesia, when Muslims cheerfully dress up in festive clothes, eat after the morning
prayers, listen to the Koran at the mosque, and worship collectively in the direction of Mecca, thanking

Allah for strengthening their faith and restoring the ties between friends and relatives.
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The Group's factories in Indonesia and Bangladesh hold Eid al-Fitr Eid feasts, while those in Indonesia
factories also organize fast-breaking ceremonies at local orphanages together with the residents of the

local community. Freebuses are arranged for employees to go back to hometown while working hours

are flexibly adjusted, such that employees can pack their luggage to return home earlier to enjoy the
Indonesian New Year together.

Eg
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|
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Mainland China — Mid-Autumn Festival,

Indonesia — Eid al-Adha Events

Love for Pou Chen
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° Gender Friendliness

>

Equal Pay

The Company recognises its employees as the Company’s greatest assets. In order to attract,
motivate and retain talents, the Company offers attractive and competitive remuneration packages,
and upholds the principle of equal pay for the same position regardless of gender, race, religion,
political affiliation, sexual orientation or marital status of the employees. (Please refer to Chapter
7.1.3 for details)

Elimination of Discrimination

In order to eliminate discrimination, in addition to the principle of non-discrimination in the Code of
Conduct, the Group also provides a comprehensive and transparent channel and process for the
grievance and consultation, and an internal document, “Discipline/Engagement Committee
Measures” was duly passed in 2017. With emphasis on the cultural perspectives of local employees
and the perspective of the Company's local sustainable operation, local employees were appointed
as chairman of the committee. Meetings are conducted on a monthly basis, to discuss and decide
on the complaint cases as well as to review the handling status of internal complaint cases, with an
aim of settling complaints in a fair and impartial manner. Meanwhile, the Group adheres to the anti-
retaliation principle. Any acts of retaliation by any departments or individuals for whatever reason
will not be tolerated, and can be reflected and reported through various channels.

Good Maternity Arrangement and Benefits

Raising healthy children not only benefits the family, but also contributes to the Group’s sustainable
operation and the country’s social progress and development. In order to create a friendly workplace
environment, the Group is committed to implementing breastfeeding-related measures and setting
up a good breastfeeding room to provide a private and safe space for female employees, so as to
meet the needs of employees in taking care of their children in a more comprehensive and
considerate manner.

/.

Breastfeeding room in Vietnam

Breastfeeding Room in Indonesia

According to the laws and regulations of each country and the brand’s expectations, the Group
transfers pregnant workers who are engaged in heavy workload to lighter work positions, and will
allow them to take six months of maternity leave in Mainland China and one hour less per day in
Vietnam and Indonesia with full pay. Pregnant women in the factories are entitled to benefits that
are better than those required by law, such as early meals, maternity meals, and separate
restrooms. In accordance with the schedule of each factory, a variety of nutritional supplements,
such as milk and bread, are offered regularly each month to provide pregnant women with complete
nutrition and vitality. In order to avoid crowded commuting to and from work, the Indonesia factory
provides a special card access for pregnant women to go to and from work to protect their safety.
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Management of Material Topics

What it means to Yue Yuen

To provide a safe and healthy
workplace setting to prevent
accidents and injuries which cause
bodily harm when employees engage
in work-related tasks or the operation
with employer's equipments.

Policy and Commitment

» The occupational safety and health
management policy is “to provide a safe
and healthy workplace setting to prevent
accidents and injuries which cause bodily
harm when employees engage in work-
related tasks or the operation of the
employer's facilities” based on the “Code
of Conduct”.

» The commitment of providing a safe and
healthy working environment to the
employees, with the establishment of
organizations, horizontal cross-division
cooperation and top-down execution.

Impact

» Occupational safety and health risks
affect the health, attendance and
quality of life of employees, and
indirectly affect the staffing schedule
of production lines.

» To establish a friendly working
environment to protect the physical
and mental health of employees and
increase their sense of security.

» To reduce potential hazards and build
employee cohesion.

Indicator and Target

» Gradually establish a standardized
management system with the
establishment of organizations, horizontal
cross-division cooperation and top-down
execution. In the event that an employee
suffers a major iliness, the medical rescue
mechanism and emergency rescue
measures in the factory will be activated
to handle.

» Based on the law, Yue Yuen continues to
operate the epidemic prevention
guidelines so as to reduce the impact of
the pandemic on operations.

» 2022 management objective: 20%
reduction in the number of occupational
injuries; 0 occupational death.

Actions

» Promotion of Corporate Safety
Culture: gradually promotes the
three-in-one chain of fundamental
development, ESH partners and a
top-down system.

» Promotion of ESH Restricted
Equipment and Safety Management.

» Training for Professional Safety and
Health Management Personnel.

» Implementation of pandemic
prevention.

Sustainability Indicators

HKEx KPI B2.1 Health and Safety
GRI 403 Occupational Health and
Safety

SDG 3 Good Health and Well-being
SDG 8 Decent Work and Economic
Growth

SDG 12 Responsible Consumption
and Production

Evaluation Methods

Through the implementation of SD common
alignment system, ESH partner system and
occupational risk map, the results verify their
implementation, gradually building a complete
safety culture in the Company.

Stakeholder Engagement

The ESH committee keeps monitoring and
follows up on related topics on a monthly
basis.
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8.1 Occupational Safety and Health Management
The main concern and policy of occupational safety and health is to reduce the occurrence of occupational

hazards and diseases among employees, and to maintain a good and safe working environment together
with employees. With respect to occupational safety and health management, in addition to compliance
with the corresponding local laws and regulations in countries such as Mainland China, Indonesia, Vietnam,
Cambodia, Bangladesh and Myanmar where the Company’s factories are located and customers’
requirements, we have also followed international standards of the occupational safety and health
management system (ISO 45001 Occupational Health and Safety Management System), and the FLA
Workplace Standards initiated by the FLA, and established a series of management directives for all

departments to follow, so as to prevent hazards through systematic and effective management.

In 2022, footwear manufacturing plants implemented the occupational safety and health management
system ISO 45001, with 55% of the total number of plants passing the external inspections. The
Occupational Safety and Health Management System covers a total of 250,000 persons consisting of not
only employees in the offices and footwear manufacturing plants but also non-employees in the areas such
as outsourcing, contractors and suppliers for the maintenance of related manufacturing plants in all of the
Company's operating locations. We have a total of 3,340 personnel dedicated to occupational safety and
health management, supervision and maintenance of the Company's daily operations among all the
operating bases, of which 365 are dedicated occupational safety and health management personnel and
2,975 are ESH personnel. Our employees refer to regular employees, while non-employees refer to

contractors, dispatchers, security and cleaning personnel, etc.

The footwear manufacturing factories at the Company’s operating sites follow customers’ requirements
and occupational safety and health management system, and establish hazard identification and risk
assessment control procedures to effectively identify workplace hazards (including related workplace risks
such as hazard, abnormal workload and maternity health issue imposed on the identified) and reduce the
occurrence of employee health hazards and accidents. According to the local laws and regulations, the
Company determines the risk level of high-risk hazards from the hazards identified in the factory, and the
risks raised by employees through complaint channels or proposed improvement plans, and draws up
relevant risk control plans for unacceptable risk issues, and takes them as the axis of the Company's
occupational safety and health implementation project, such as machinery safety, fire control, and
environmental protection and energy saving policies. The occupational safety and health issues raised by
employees through various complaint channels (internal and external referrals, SMS, employee seminars/
communication meetings, suggestion boxes, email, telephones/hotlines, etc.) and proposed improvement
planswill be recorded and tracked, and the Factory ESH Committee will conduct monthly improvement

tracking. The Company adheres to the anti-retaliation principle to protect the rights of the complainants.

127 YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED | Environmental, Social and Governance Report 2022



Chapter 8

For the management of occupational disasters, the management procedures of occupational hazard
investigation are standardized according to the existing regulations of the Company’s “Abnormal Incident
Management Regulations” and systematically managed with the “Abnormal Incident Management
System” to ensure that incident reporting, tracking and confirmation are put into effect. By systematically
analyzing the data, we evaluate the risk matrix of the production-related machines in each location, list the
types of machines with higher risk of disasters in the factory production, and carry out safety control at the
source of procurement and the rectification project of the machines hosted in the factory to create a safe
environment where employees can be assured of production. In June 2020, we initiated the “Accident
Investigation and Handling Mechanism” to formulate an investigation and handling system for moderate
and serious occupational accidents in the Company. Through instant discussion meetings between the
incident unit, the administration center, the business department and the safety and health management
personnel of the head office, we will consolidate the accident investigation and reporting mechanism,
identify the incident causes, and clarify the segregation of powers and responsibilities between the
incident units and the relevant units to enable them to perform their respective duties. The information of
the instant discussion meetings will be transmitted to the safety and health management personnel of
each operating site through the internal SD PUBLIC mailbox and ESH Committee. Assistance is provided
by safety and health management personnel from various regions to confirm the effect and level of
rectifications and to push forward the hardware improvement and software management measures in
accordance with the hazard index analysis of respective regions, of which the implementation progress and
the effectiveness of improvement are subsequently followed up by the Factory ESH Committee monthly
and the Administration Center and Headquarter ESH Committee quarterly.

Statistics for the Cases of the Accident Investigation and Handling Mechanism in 2022 :

Mainland China 7

Indonesia 11

Vietnam 14

Cambodia, Bangladesh and Myanmar 4
Total ‘ 36

As a result of the above measures, the number of occupational accidents of the Company has
gradually decreased in the past three years

Number of Occupational Accidents

Days Lost due to Disabling Injury 17,170 9,685 6,853
Number of Fatalities 1 1 0
Total Number of Employees (shoe 239,743 252 502 253 463
factories) ' '

Total Working Hours 542,381,076 476,230,683 559,980,904
Disabling Frequency Rate (FR) 0.49 0.42 0.29
Disabling Severity Rate (SR) 18 20 12
Fatality Rate of Employees 0.00042% 0.00040% 0
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8.2 Occupational Safety and Health Measures
ESH Self-management
Promotion of Corporate Safety Culture - Safety Three-in-one (fundamental development, ESH
partners and a top-down system)

The Company regards employees as our most valuable asset. The Company controls and manages safety
risks, provides employees with a safe and friendly workplace environment that is physically and mentally
sound. It carries out the safety culture activities from 2022, through the gradual promotion of the three-in-one
chain of fundamental development, ESH partners and a top-down system, encouraging all employees to
participate in the identification and improvement of hazards, enhancing the safety awareness of all
employees in identifying hazards and developing proactive safety habits.

1. Fundamental Development : In terms of the ESH self-management system, our factories have
established a dedicated ESH unit and personnel (or ESH person) to implement ESH management on a
day-to-day basis by adopting the five principles of standardized operation, i.e., standardization of
organization, standardization of work, standardization of process, standardization of tools,
standardization of competence. By regularly inspecting the implementation of fire prevention and
safety and health protection in the production plant, and immediately informing the authorized
personnel for the relevant violations for timely processing, the ESH specialists of each business unit
and the ESH units of each regional administration center inspect the implementation of the issues
required by customers or local regulations and the Company’s internal management rules through
projects. The head office also arranges annual project audits as needed from time to time, and
systematically tracks deficiencies in order to effectively implement relevant improvement measures to
continuously improve various safety and health management issues.

2. ESH Partners : In addition to the dedicated ESH personnel in the plant and the total public works
system, ESH Partners are selected in accordance with five elements: selection method, job
responsibilities, capacity building, problem solving, and incentive measures, to build ESH infrastructure
and incentives, perform daily simple/specific ESH inspections, go deep into the workplace, and
cultivate field partners, raise safety awareness, increase exposure to potential risks and reduce the
chance of accidents. ESH partners was implemented in Indonesia in 2020, promoted to share the
results in parallel, and expanded to the world in 2021 to strengthen the correct hazard awareness and
safety attitude of all employees. Take ESH partners as the starting point, subliminally affecting field
employees. Discovery of unsafe conditions for the production environment and active raising unsafe
issues will not be punished by the field supervisor. It brings the benefits of protecting other
colleagues, which is a correct behavior. The establishment of safety concepts can strengthen the staff
‘s own operating environment safety, timely discover safety problems to protect themselves. Even if
they leave the unsafe environment, it will not be subject to any punishment by the Company. Timely
solve safety hazards and create a safe environment and establish safety awareness.

3. Top-down system: It also demonstrates senior management'’s attention and commitment to ESH
work, showing their concerns for the health of their employees and making employees feel more
secure. In 2021, the superior supervisor conducted inspection, and the deficiencies discovered can be
more effectively improved. Through one-to-many safety promotion and accident reminders, the
Company can reduce the occurrence of the same accidents. We have been effectively utilizing the
purpose of upward and downward actions, diversifying the safety management in the workshop, and
gradually constructing our safety culture by investing resources in both hardware and software at the
same time.
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Domestic and International Sustainability Management Measures in 2022

1. Training for Professional Safety and Health Management Personnel : In addition to the
dedicated safety and health management personnel in our factories, we have established a pre-
service training system for high-risk machines, requiring operators and maintenance personnel
to receive training with specified materials. As of 2022, a total of 23 types of high-risk machines
have been designated for training, and 64,538 high-risk machine operators/maintenance
employees have received training and passed the test, representing a 100% completion rate of

training for designated personnel.

Internal training subjects and necessary training subjects:

m Necessary training subjects

New personnel General safety and health knowledge (including common hazards,

introduction and use of personal protective equipment, prevention

of occupational hazards and occupational diseases, fire safety and
emergency response and other safety and health knowledge)

In-service personnel General knowledge of chemical use, use of personal protective
equipment, description of mechanical equipment hazards,
emergency response drills for hazardous situations, fire rescue
drills and exercises and first aid training

Special worker Legal special equipment/machinery operation, chemical use and
exposure hazards, production environment physical hazards and
prevention and personal protective equipment types and use

Safety and health High-risk machine types and hazard prevention, chemical hazard
related business prevention, physical hazard prevention, high-risk operation types
personnel and hazard prevention and human engineering hazard prevention
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2. ESH Restricted Equipment and Safety Management: According to the results of the Company's
hazard identification and risk assessment, the hazards caused by machinery and equipment are the
primary risk to the Company. Therefore, machinery safety management is the primary objective of
the Company’s risk management, and the source management of key machinery and equipment
procurement and acceptance mechanism management are increased year by year according to the
risk classification of machinery and equipment every year to improve the safety of existing
machines. Since 2020, the key task of occupational safety and health has been to strengthen
“machine safety” and “management measures”. In the area of “machine safety”, the first batch of
newly purchased machinery and equipment source and acceptance control was implemented by the
Company in 2015. In 2021, the eighth batch of controlled equipment included 3 types of machinery,
and a total of 42 types of controlled machinery and equipment (including shoe-making and chemical
equipment: cutting machine, thermal media oil machine, shaping/bottom/hot press machine,
kneader/intensive mixer, oil press machine) were accumulated from 2015 to 2022. In terms of the
improvement of existing machines, the Company had pushed forward the rectification of existing
machinery and equipment in 2018, which lasted until 2022, and 20 types of existing equipment
safety improvements had been completed, and the improvement had been remarkable. The number
of work-related injuries caused by machinery and equipment in 2022 has been decreased by 24%,
as compared to that in 2021. In the area of “management measures”, we will promote a training
and certification system for machine and equipment operators and maintenance personnel, launch
safety and health inspections by on-site supervisors, and implement a campaign to accumulate
disaster-free days. In 2022, we promoted ESH partners and top-down projects around the world to
gradually build our corporate safety culture by investing resources in both hardware and software.

3. Audit Management Mechanism: Our internal safety and health audits are conducted through
annual KPI audits, which include safety and health, fire safety, environmental management, energy
management and human rights risk management, etc., with on-site inspections and audits of
relevant activities and documents of each factory. The audited factories are 35 selected plants that
have started production. It covers both in-service employees and non-employees. The audit results
will be based on the risk items in each region, and the response will be prepared in advance and an
overall project action will be set. As a result of the 2018 SD-KPI assessment, the top priority in
occupational safety and health concerns was given to the daily maintenance and operation of
machine/equipment. Therefore, in 2019, the safety and health-related plan is to develop a safety
labeling and operation certification system for high-risk machines, and to focus on machine safety
issues from both the hardware and software perspectives. In addition, through the evaluation
mechanism, it is found that the factory’s daily operation of ESH has been gradually on track, and the
internal training mechanism of ESH has been carried out since 2014, and a ESH specialists grading
system was implemented in the factory in 2018. Based on the grading results, we started to
implement the training classification mechanism for the initial and advanced ESH professionals in
2019 and focused on the practical application of risk identification in the workplace for ESH
specialists in 2020 to continuously improve the implementation of ESH daily execution and
management internally. In 2021, due to the impact of the COVID-19 epidemic, the Company
focused on ESH staff infrastructure, on-site ESH partners and ESH staff worked together to review
the risks, and alongside the risk map of each factory area produced, the supervisor reviewed the top
high-risk areas, track and improve, and implement the internal environmental safety and health of
the factory independently. In 2022, due to the epidemic, the audit was carried out by the
administration center in each district. The main deficiency is the safety management of internal
machinery and equipment, according to which the Company will promote the relevant response plan
for improvement in 2023.
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Employee Engagement

Each of the factories and administrative centers of the Company has set up an "“Environmental Energy
and Safety and Health Committee” (the "ESH Committee”) and holds regular meetings to review
relevant management issues related to safety and health in a fixed organizational structure. By
formulating various safety and health management regulations, to enable each unit to implement ESH
business smoothly and to continuously improve performance, we review ESH related management
matters regularly, set up a safety and health management performance system to track management
performance, and establish an abnormal incident management system to help focus on the prevention
mechanism of major occupational safety risks with data analysis.

According to the Administrative Measures for the Environmental, Energy and Safety and Health
Committee of the Company, the committee shall comprise of at least seven members, of which include
the chairman, a director general, a director and at least four committee members. The chairman shall be
the highest supervior of each unit or an agent appointed by the highest supervior. As a permanent
position, it shall not be replaced without special reasons. The director general shall be the head of SD
and the director shall be the person in charge of ESH or, if there is no ESH staffing, the person who
performs the relevant ESH duties shall serve as the director. Both the director general and the director
are permanent and shall not be replaced without special reasons.

Committee members of the ESH Committee of the factories shall be appointed or selected from the
officers and employees of each unit and shall consist of at least four members and at least half of then
shall be reappointed or selected at least once every two years. If a vacancy arises due to the shall be
departure or transfer of a member, the vacancy must be filled within one month. On behalf of the unit,
members labour representatives. The committee members in the operation of the committee, discuss
and provide suggestions for improvement of ESH related issues in a timely manner. The ESH Committee
is composed of onsite representatives, except for the management and the dedicated person, and the
actual percentage of onsite employees in the ESH Committee of overseas factories is about 80.0%,
which highlights the participation of employees and the representativeness of the ESH Committee.
Management continues to monitor and follow up on relevant issues through the ESH Committee.

ESH Committee

The ESH Committee of each of the factories meets monthly and the ESH Committee of each of
administrative centers meets quarterly (January, April, July, October), and a temporarily meeting will be
held when necessary. The following 12 topics will be discussed at the ESH Committee meeting. If there
is any issue that requires consensus of the members, it will be resolved by voting at the meeting,
considering the opinion of each member representing the unit. The participation of ESH Committee
members, the 12 topics discussed at the meeting, the implementation of the meeting, the sign-in sheet
and the provision of minutes of the completed sign-in sheet are all included in the evaluation of the
annual audit management mechanism.

Topics at ESH Committee meeting

1. Government decree, customer requirements, additions/ | 6. Health management and promotion
amendments to company specification. matters.

2. ESH inspection/risk inventory/audit results (including 7. Contractor safety and health
project inspection, on-site supervisor safety inspection, issues.
ESH-MPA assessment, external audits, etc.). 8. Environmental and energy issues.

3. ESH education and training plan and execution status. 9. ESH incident review.

4. Preventive measures for electrical, equipment and 10.ESH improvement proposals/
chemical hazards. grievances/disputes/conflicts.

5. Results of the work environment and pollution emission | 11.ESH project plan.
testing and countermeasures. 12.0ther ESH related matters.
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Occupational Health Service and Promotion

The Company is committed to promoting a healthy life to employees and helping employees to change
their living habits to achieve an ideal state of health. In addition to regular employee health checkups and
hierarchical management in accordance with laws and regulations, it also provides general health
checkups to employees in Mainland China that is better than the laws and regulations. Although there
are no relevant laws and regulations in Myanmar, the Group still provides special health checkups for
special workers. In case of abnormal medical examination results, we will arrange other irrelevant jobs
that may not cause abnormalities through the production and personnel operation mechanism, and
enable him continuously to serve the Company, so that employees’ work rights and interests will not be
compromised due to abnormal medical examination results. Furthermore, we will conduct a re-
examination to confirm whether occupational diseases are caused by work-related factors in accordance
with the legal regulations and take appropriate cares of the employee’s health while serving our
Company. The information of employee health examination is kept confidential and is not readily
available to anyone other than the employee himself, the SD unit and the human resources unit. In
addition to health checkups, the Company also organizes annual health promotion activities, and actively
addresses workplace-related health risks through various stress-relieving methods such as drawing,
essay writing, seminars, massage, muscle-building and fat-loss classes, and medical consultation, as well
as organizing annual sports events for employees such as soccer games, road races, tug-of-war
competitions, etc. to strengthen employees’ workplace health. Although affected by the COVID-19
pandemic in 2022, various regions were unable to organize health promotion activities in accordance
with the existing annual plans, the Group still strives to assist employees in living a healthy life within
the restrictions on public gathering.

Analysis of Health Checkups for Employees in Various Regions of the Company in 2022

Special
Hazardous

General Health Operations
Region Checkup Health Checkup | Total Checkups
Mainland China ot 1,384 8,979 10,363
Indonesia 34,677 21,128 55,805
Vietnam note 2 111,872 92,567 204,439
Cambodia, Bangladesh and Myanmar no3 6,918 1,654 8,472

Note 1: General health checkup in Mainland China: The Company’s welfare available for supervisors. Health checkup
for special hazardous operations in Mainland China: According to laws and regulations, such checkup shall
cover new, current and resigned employees.

Note 2: Vietnamese regulations have stipulated that health checkup shall be performed to employees once every 6
months.

Note 3: Myanmar Government does not have laws and regulations related to employee health checkup.

To strengthen the health management of our employees, the Company has set up medical facilities in
each of our overseas operating bases to service our employees. In addition to the stationing of a
professional medical team, it also has basic medical facilities and equipment to provide timely and light
treatment of injuries and professional medical consultation to keep our employees healthy. The “Health
eGO" service platform has been set up on the Company’s internal website, covering information on
health promotion activities, health education information sharing (self-care, special health education,
workplace maternal health, etc.), medical office service and doctor's on-site service information,
employee health Q&A, etc. The content covers a wide range of topics aiming at all-round employee
health care. Moreover, in response to the COVID-19 pandemic, the Company has coordinated with the
government in organizing corporate COVID-19 vaccination and has worked with the local pediatrician’s
office to provide in-house vaccinations to our employees.
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Safety and Health Indicators

The Company has established the “Abnormal Incident Management System” for internal information
occupational hazard management, and the domestic and international tracking of safety and health
management performance indicators, including the number of occupational injuries, total days lost,
Disabling Frequency Rate (FR) and Disabling Severity Rate (SR) and so on. According to the 2022
statistics for occupational hazards management, the total number of occupational injuries was 160, the
total number of occupational accidents has decreased by 20.4%, and the amount of losses due to
occupational accidents has increased by 383.4%, with zero fatality rate. Total days lost due to work-
related injury were 6,853 calculated based on the days lost due to disabling injury (excluding traffic
accidents). The annual target predefined: 20% decrease in the number of occupational accidents and

zero fatalities, has been accomplished.

The number of severe occupational accidents for the year in the Company was 6 with the rate of
serious occupational injuries at 3.8%, the rate of severe occupational accidents increased by 100%.
However, for the severe occupational accidents that occurred in this year, the analysis of the
occupational accident discussion meeting showed that the main disasters were caused by the
personnel being pressed by machine and equipment or contacting energy resources. The Company
carried out hazard source isolation measures and leakage prevention measures of machine and
equipment for severe occupational accidents, and enhanced the safety awareness training for
employees using the machine, held safety committee meetings in each factory to promote and
prevent the recurrence of the incidents. The Company will also continue to be committed to creating a

safe and healthy workplace.

With a further view to the statistics, excluding deaths due to occupational hazards, there is a
significant downward trend from the overall and regional FR and SR. This is mainly attributable to the
"ESH Restricted Equipment and Safety Management” measure implemented by the Company, which
can be reflected from the number of occupational injuries caused by machinery and equipment being
decreased by 24% as compared with 2021. Thus, the number of occupational injuries caused by
machinery and equipment are still the primary target of the Company’s continuous improvement. In
order to reduce the risk of the reoccurrence of occupational accidents, The Company will continue to
strengthen its investigation and analysis of the cause of occupational accidents, improving from the
root causes, driving the machine safety management and implementing day-to-day safety and health

management based on the Company’s policies.
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The Statistics of Safety and Health Indicators 2022 in Footwear Factories:

Rate of
Number of occupational Rate of days lost

- occupational
incidents . (%)
injuries

Region Total | Male | Female | Male | Female | Male | Female | Total | Male | Female | Total | Male | Female

Mainland China 17 8 9 1 0 5.6 94.4 0.3 0.6 02 55 14 67
Indonesia 26 17 9 0 0 A 58.5 02 04 0.1 1 2 1
Vietnam 98 50 48 1 0 68.4 316 04 09 02 9 32 3

Cambodia, 19 12 7 1 0 87.7 124 05 11 02 1 38 1
Bangladesh

and Myanmar

Note 1 The source of statistical data of occupational accidents comes from the Company’'s internal information
“management system for abnormal incidents”, tallying occupational hazards with one or more days lost,
and the total working hours is calculated by multiplying the working days and working hours with the
number of staff for each unit.

Note 2 The data on occupational accidents indicators in this report does not include data on non-employees
(contractors, dispatched workers, security and cleaning staff) because information on the total number of
hours ofnon-employees is not available.

Note 3 The occupational injury ratio is an indication of the number of incidents per unit of time (million working
hours) for each male and female employee, rounded to the nearest whole number.
Occupational injury rate (male) = number of disabling frequency (male)/total working hours (male) x
1,000,000.
Occupational injury rate (female) = number of disabling frequency (female)/total working hours (female) x
1,000,000.

Note 4 Disabling hazard frequency (FR) = number of disabling frequency x 1,000,000/total working hours.
Disabling hazard frequency (male) = number of disabling frequency(male) x 1,000,000/total working hours
(male).
Disabling hazard frequency (female) = number of disabling frequency (female) x 1,000,000/total working
hours (female).

Note 5 Disabling severity rate (SR) = total working days lost x 1,000,000/total working hours.
Disabling severity rate (male) = total working days lost (male) x 1,000,000/total working hours (male).

Disabling severity rate (female) = total working days lost (female) x 1,000,000/total working hours (female).

Note 6 Total working hours = 559,980,904 hours.

YUE YUEN INDUSTRIAL (HOLDINGS) LIMITED | Environmental, Social and Governance Report 2022



Chapter 8

Occupational Disease Risk Prevention

For the occupational disease risk prevention and management, the Company adopts the principle of
prior management of high-risk job positions. The assessment of high-risk positions is carried out in two
aspects, including the identification of relevant high-risk job types and positions defined by the national
laws and regulations in the area where the factory is located, and the hazard assessment with the
exposure factors (both physical and chemical) of the operation process, so as to identify the high-risk
working groups that need special attention, such as high-noise operation area — roughing area, organic

solvent operation area — screen printing area, etc.

As for internal management, the first priority is pre-employment hazard factor training, workplace
environmental management, and employee occupational health checkups. In order to provide
employees with a safe, hygienic and healthy working environment, the Company conducts regular
environmental monitoring of the workplace in accordance with local laws and regulations, including
chemical exposure, hearing, lighting, etc. The Company carries out engineering improvements in areas
with abnormal measurement results and provide appropriate personal protective equipment. At the
same time, an annual plan is prepared every year for internal measurement, and internal measurement
training courses are provided to strengthen the professional ability of inspector, enhancing the
prevention management performance of early detection of abnormal areas and carrying out reasonable

improvement.

According to the internal management and control mechanism, the Company had no deaths due to
occupational disease in 2022, and there were eight cases of occupational disease in Vietnam related to
occupational hearing loss. The Company has conducted job transfers in accordance with local laws and
regulations, and continues to track and interview the related employees from time to time to show its
concern for their adaptation situation after job transfers. For employees in the same job positions, the
Company will continue to provide personal protective equipment and training, and adopt the concept

of area-based prevention and control to limit the areas of high noise exposure.

On the other hand, the Company also arranges knowledge promotion of the prevention for
occupational hazards in high-risk positions to reinforce employees’ understanding of preventive
management measures, such as the use of personal protective equipment. The Company also sets up
medical units or collaborates with local hospitals in major production areas to hold regular health

seminar or promote general health knowledge.
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Occupational disease prevention adheres to the principle of preemptive prevention and continuous
care, and gradually implements the tracking mechanism. The Company will arrange occupational health
checks and other measures for high-risk workers. If abnormal health check results are found, the
Company will arrange follow-up medical examinations and keep track of the case in accordance with
the management procedure. The performance of relevant medical examinations and the results of
follow-up medical examinations for those with abnormal health check results will be tracked every
month, so that abnormal cases can be detected early and appropriate assistance can be given. If the
results of the follow-up medical examinations are still abnormal and involve employees in occupational
disease identification, those employees will first be transferred to positions without any risk exposure,
and the final confirmation of the position will be made after the occupational disease identification
result is available. The application process for the relevant occupational disease identification is
compliant with the law, and if employees themselves apply for identification to their local government
agencies, necessary employment information of employee will also be provided in accordance with
local laws and regulations. According to the control methods of occupational diseases in various
regions, the filing and closing of cases are tracked, and the tracking of job transfer is implemented,
and the inspection of the operating environment and the provision of personal protective equipment
for high occupational risk positions are carried out.

New Lifestyle of Epidemic Prevention

Faced with the impact of the COVID-19 pandemic and its continuous spread in late 2019, in order to
mitigate the various challenges brought about by the pandemic, in addition to following the pandemic
prevention measures regulated by the local governments, the Company also adopted autonomous
epidemic prevention, and at the end of 2019, we also set up the "District Epidemic Prevention
Command System”, which held daily meetings to track the domestic and international epidemic
situation and develop supporting measures, and integrated epidemic prevention materials in a timely
manner. The main focus of the Company’s pandemic prevention measures for 2022 was to cooperate
with the pandemic prevention guidelines of the local governments in its operating bases, including
daily monitoring of changes in the pandemic, daily temperature measurement, regular environment
disinfection, establishment and preparation of pandemic prevention materials, hygiene education and
promotion of pandemic prevention measures, strengthening access control at the factory and office
premises, and encouraging and promoting vaccination of employees, in the hope of ensuring the
health and safety of all employees. The total COVID-19 vaccination coverage rate of all operating bases
in 2022: First dose 99.1%; Second dose 98.0%, and Third dose 85.9%.

In view of the fact that the global epidemic gradually mitigated after July and different countries
around the world slowly returned to normal life, the Company considered the need to balance the
health and safety of all employees with normal life, gradually changed its epidemic prevention policy to
layequal emphasis on both epidemic prevention and life, and continued to make rolling adjustments so
that the Group’s high-intensity epidemic prevention measures slowly receded and became more
compliant with local government regulations. The Company focuses on the user-friendliness of SOP,
which involves the normalization of pandemic prevention measures from the user’'s point of view. In
addition to adjusting measures according to local conditions, consistency is still required for regional
works to show our care and warmth. The Group’s six major principles for continuous operation based
on national policies and its pandemic prevention guidelines and supporting measures are as follows:

Great Teamwork: Keep abreast of the development of pandemic

Material Storage Capacity: Enhance the capacity of pandemic prevention material
Professional and Efficient Solution: Standardization/consistency of operations

Gaining Stakeholders’ Trust through Communication: Strengthen stakeholders’ trust
Humanitarian CSR: Show care through counseling/giving back to the local community
Looking forward: Stay alert/strengthen the adaptiveness to changes

ook wd =
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9.1 Community Involvement
Collaborating with Local Governments and NGOs to Promote Community Participation

Yue Yuen has been established for over 50 years, each of production bases has been actively
communicating with local governments and organizations in order to localize and sustain the operation of
the factories, and each factory has been organizing various external activities. Following the expansion of
overseas operation and production bases, the Group is dedicated to meeting the demands of local living
environmental conditions and the needs of the communities, actively devoting the Company's resources
for community-friendly activities, thus enhancing local communities’ living standard and strengthening
the relationship of interdependence and co-prosperity between the Group and the communities.

Since 2016, the Yue Yuen has had an in-depth understanding and participation in the activities of the
Civil Society Organization (“CSO") of various factories, which are in line with the vision of the
Company's core value of service for respect, care and creation of a harmonious enterprise, formulating
the Group’s aspect and principle of participation in the community, with an expectation of achieving a
sustainable development and promotion of the co-operation with CSO.

In order to demonstrate the spirit of service as a core corporate value and to actively give back to
employees, in addition to internal employee activities, the Company continues to participate in external
community activities focusing on education, health care and local relations. Adhering to a diverse and
inclusive service spirit, the Group has different key development goals in different regions. In 2022, Yue
Yuen invested a total of approximately US$81,000 in community activities.

The data of community participation activities in 2022 were as follows: 1,662 participants in a total of 17
overseas education activities, 1,172 participants in a total of 6 medical care and health activities, 1,329
participants in a total of 28 local relations activities.

The Principles of Activities of Yue Yuen and Civil Society Organization

Actively liaise with local civic groups advocating labor and environmental regulations to understand the
requirements of local labor and environmental regulations and the direction of government policies, so as to
timely adopt responsive measures to reduce the risk and impact on the Company.

Compliance
Management

footwear manufacturing is a labor-intensive industry. Most of the Company's overseas production bases are
located in developing or low-developing countries, where medical resources are relatively scarce. Epidemics
such as typhoid and dengue fever have a great impact on employees’ health. It is necessary to actively promote
Medical Care and | the knowledge of environmental hygiene and disease prevention to employees. At the same time, majority of
Health the employees employed by the Group are female, so it is particularly important to nurture employees with the
correct concepts of reproductive health and fertility planning. Each unit should cooperate with local civic
organizations engaged in relevant health education to obtain information for employees in order to promote the
health of employees.

Due to the nature of this industry, the economic development of the countries where the overseas production
bases are located is relatively underdeveloped, where people there are in a relatively vulnerable condition, and
Education education is less common. Factories of the Company have been deeply involved in local communities for a long
time, and they shall cooperate with local CSOs to provide various scholarships to encourage local disadvantaged
groups to attend schools, and train talents to lay the foundation for future talent cultivation.

Each production base employs a large number of local employees. In order to understand the culture and
customs and to be integrated into local community, the Group should actively engage in dialogue with local
Local Relations authorities to understand the needs of local communities, to assist the development of local communities and
to care for local residents, so as to develop harmonious and mutually beneficial relationships with local
communities.
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Mainland China — Community Home Visits ~ Vietnam - “Heart to Heart”
and Autumn Harvest Plucking Peanuts Community Activity
Activities

People Living Alone Maintenance Activity
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Provide Quality Education
In response to the objective 4 of the United Nations SDGs, Yue Yuen provides inclusive and equal quality

education so that children in the key operating regions have access to learning.

A "Seeds of Hope Scholarship” plan has been set up in Vietnam since 2012 to support the education of
school-age children. As of 2022, there were a total of 24,629 children who benefited from the Group's
contribution of US$535,000.

Since 2013, Yue Yuen has built kindergartens in Vietnam’s Dong Nai and Binh Chanh and as of 2022, a total
of 2,203 children have benefited from this. Among the kindergartens, the Little Flower Kindergarten
in Bien Hoa, Dong Nai Province, is a green building that combines natural landscape with
environmental protection and energy conservation, which not only demonstrates Yue Yuen's corporate
value of sustainable development, but also enables the children of our employees to learn and grow happily

in the kindergartens.

Since 2016, Yue Yuen has promoted the “Scholarship for Children of Employees” scheme, and as of 2022,
there were a total of 14,154 students who benefited from the Group’s contribution of US$127,000.

Jres A ol

' 1
C0CS CONG TY THHH POU SUNG VIET NAM

— e o F o y B4

AN CO 50 CONG TY U CHEN VIET NAM @ LOLD HUYEN TRANG BOM

LE TUYEN DUONG

Vietnam — Gift Giving for Disabled Children
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Ensuring a Healthy Life and Promoting Well-being for People of All Ages
In response to the objective 3 of the United Nations SDGs, Yue Yuen provides a healthy life for community
employees and promotes well-being for people of all ages in the communities of important operation bases.

In view of the relative lack of medical resources in some areas, Yue Yuen collaborats with professional
medical organizations to provide voluntary medical services in remote areas, provide health education from
time to time and promotes health knowledge, as well as takes specific actions such as donation of materials
and visit of the underprivileged to enhance a closer connection between Yue Yuen and the local community.
In 2022, there were 6 medical health related activities organized with a total of 1,172 participants (including
employees, external volunteers and locals).

Set up medical station that meets international standard

Since 2017, Yue Yuen has launched the "“Enterprise and Medical Co-operation” project at Vietnam factory
sites, and set up medical station conforming to international standards of Marie Stopes International. By
providing high-quality and essential maternity health and family planning services as well as education
campaigns, female employees’ awareness of maternity health can be increased. At the same time, female
employees can also save time and expenses needed for outpatient visits. In 2022, the Healthy Production
Female Workers Movement Award was awarded to the Indonesia factory sites.

Vietnam — Free Medical Consultation
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Eliminate Poverty of the Disadvantaged Groups
In response to the objective 1 of the United Nations SDGs, Yue Yuen is devoted to eliminating poverty in

local communities of major operating bases, particularly among the poverty-stricken and underprivileged
groups, and to ensure that they have equal access to economic resources. The Group also helps to increase
the resilience of the poverty-stricken and underprivileged groups to natural disasters and reduce the
probability of and impact on their exposure to extreme weather conditions, other economic, social and

environmental disruption and natural disasters.

In our Vietnam factories, which account for the largest proportion of employees among our factories, Yue
Yuen listens to the voices of employees and expands the implementation of the “Employee Home Visit”
project, receiving requests for urgent assistance from employees’ families. The “Charity Housing
Construction” Scheme has been officially launched in Vietnam by Yue Yuen since 2009, and by 2022, the

Group made a total contribution of US$549,000 and a total of 297 houses were built and renovated.

Vietnam — Charity Housing Construction and Donation
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Yue Yuen Supports Indonesia Natural Disaster Relief and Recovery

In 1992, Yue Yuen purchased land, prepared land and established a production base in Indonesia. Over the
past 30 years, Yue Yuen has been committed to the belief of giving back to society, and has actively devoted
the Company’'s resources to community-friendly activities, thus enhancing local communities’ living standard
and strengthening the relationship of interdependence and co-prosperity between the Group and the

communities.

In 2022, severe natural disasters occurred one after another in Indonesia, such as floods, large-scale
earthquakes, and volcanic eruptions, resulting in the loss of lives and property damage of most residents. In
order to support the local disaster relief work, Yue Yuen took immediate actions to raise funds and launched
a relief plan (including government disaster relief funds donation, food delivery to residents in disaster area,
home reconstruction support and disaster area employees care) to deliver support and care to where it is
needed.

In early 2022, a flood occurred in Banten, Indonesia. The water level was as high as 3 meters due to heavy
rain and surging rivers which overflowed the embankment. Affected by the flood, most houses, buildings and
passages were submerged, which caused serious damage and casualties. Nearly 1,500 houses were
damaged, and 3,500 people were forced to leave their homes or were affected. In response to the disaster,
Yue Yuen also launched a fundraising and flood relief project. The Company’s management cooperated with
the labor union and the community to hold a fundraising event in the factory area to encourage employees to
donate for disaster relief. A total of more than Rp250 million (approximately US$16,000) was donated to the
social service unit of Serang government, which was recognized and appreciated by the government. In
addition, Yue Yuen Indonesia also sent love funds to the affected employees and residents, provided basic

daily necessities for the victims, and funded an affected Islamic boarding school for the students.

On November 21, 2022, an earthquake with a magnitude of 5.6 occurred in Cianjur, Indonesia. As of
November 28, 2022, according to government’s statistics, more than 100,000 local people were affected,
323 people died, more than 2,000 people were injured, and 63,000 houses were damaged or collapsed. Yue
Yuen immediately delivered disaster relief materials to the affected employees and residents in the disaster
area, planned a home reconstruction fund, and donated government disaster relief funds, etc., to support and
care for the affected people. By the end of November, Yue Yuen had sent donations directly to the disaster
areas, with a total of about 9,900 condolence gifts (including one-week meal kits and buckets). It amounts to
approximately Rp86 million (approximately US$5,591). The Company also launched a plan to support the
reconstruction of homes in the disaster area, raising a total of almost Rp5.53 billion (equivalent to
approximately US$360,000). The Company also directly sent the love fund to the residents in need and
employees whose relatives died or whose houses were severely damaged. A total of approximately 2,771
families benefited, and each family received approximately Rp1.5 million to Rp2 million as condolences. Yue
Yuen also donated cash and materials (including cement, bricks, etc.) to the local government, and carried
out corporate social responsibility activities and community home visits to support the recovery and
reconstruction of the disaster area.
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In addition to financial support, the Company has also continued to offer condolences to the affected
residents, visited their homes and initiated the Company volunteers care to help and care for the residents.
The employees of the Company represented that “we are very lucky to have the management and labor
union of Yue Yuen Indonesia to care for the affected residents and communities. We appreciate the direct
help provided by the Company, and hope that the Company can continue to drive employees to pay attention

to community participation activities, to assist local development and stability.”

Indonesia — Community Assistance Recovery from Floods
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We have Continued to Develop Local Communities in our Overseas Operating bases

since 1988

1999 -

Exclusive Medical Center
Construction for Employees,
Dongguan Gaobu Hospital (R3S
2 EBT)Donation, Adult High
School Set Up for Employees,
Factory Kindergarten Set Up,
Local Nursing Center/Children
Center Visit and Donation

2010 - 2019

Left-behind Children Care
Program (Summer Camp/Winter
Camp for Employees’ Children)

1988 -
Employee Adult High School,

Orphanage Visit and Donation,

Community Free Medical
Consultation, Eid al-Adha
Donation

2016 - 2022
Children Scholarship Scheme

1988 -
Community Free Medical

Consultation

2009 -

Charity Housing donation

2012 -
Vietnam Yue Yuen “Seeds of
Hope Scholarship (% 2187 4288) 8

@)"

2013
Green Building Little Flower
Kindergarten (A% 3/ NESH TR

[&)Construction

2017 - 2020
“Enterprise and Medical Co-

operation” Project

2018 - 2022
International Medical Program

Participation
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Appendix A. HKEX KPI Index

Aspects

A. Environmental

A1 Emissions

target(s) set and steps taken to achieve them.

General Emissions of exhaust and greenhouse gases, 5.1 Climate
disclosure | discharges to water and land, generation of Change
hazardous and non-hazardous wastes, etc.: Response
(a) Policy; and 5.5 Waste
(b) Information on compliance with relevant laws Management
and regulations that have a material effect on the | 5.6 Air Pollutant
issuer. Management
Chapter 2 2022
Highlights
(Compliance
Management)

KPI' A1.1 The types of emissions and respective emissions 5.6 Management

data on Air Pollutant
Emission

KPI A1.2 Direct (Scope 1) and energy indirect (Scope 2) 5.1.2 GHG
greenhouse gas emissions (in tonnes) and, where Management
appropriate, intensity (e.g. per unit of production
volume, per facility).

KPI A1.3 | Total hazardous waste produced (in tonnes) and, 5.5 Waste
where appropriate, intensity (e.g. per unit of Management
production volume, per facility).

KPlI A1.4 | Total non-hazardous waste produced (in tonnes) and, 5.5 Waste
where appropriate, intensity (e.g. per unit of Management
production volume, per facility).

KPI A1.5 Description of emissions target(s) set and steps taken 5.1.2 GHG
to achieve them. Management

5.6 Management
on Air Pollutant
Emission

KPI' A1.6 | Description of how hazardous and non-hazardous 5.5 Waste

wastes are handled, and a description of reduction Management
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Aspects

A. Environmental

General disclosure and key performance indicators (KPI)

Chapter(s)

General olicies for efficient use of resources (including 5.3 Energy
disclosure | energy, water and other raw materials). Management
5.4 Water
Resources
Management
5.5 Waste
Management
KPI A2.1 Direct and/or indirect energy consumption by type 5.3 Energy
(e.g. electricity, gas or oil) in total (kWh in '000s) and Management
intensity (e.g. per unit of production volume, per
facility).
A2 Use of
Resources KPI'A2.2 | Water consumption in total and intensity (e.g. per 5.4 Water
unit of production volume, per facility). Resources
Management
KPI A2.3 Description of energy use efficiency target(s) set and 5.3 Energy
steps taken to achieve them. Management
KPI A2.4 | Description of whether there is any issue in sourcing 5.4 Water
water that is fit for purpose, water efficiency target(s) Resources
set and steps taken to achieve them. Management
KPlI A2.5 | Total packaging material used for finished products 6.1 Raw
(in tonnes) and, if applicable, with reference to per Materials
unit produced. Procurement
General Policy on minimising the significant impact of the 5.2
disclosure | issuer on the environment and natural resources. Environmental
Management
A3 Environment 5.3 Energy
and Management
Natural KPI' A3.1 Description of the significant impacts of activities on 5.2
Resources the environment and natural resources and the Environmental
actions taken to manage them. Management
5.3 Energy
Management
General Policy on identifying and responding to significant 5.1 Climate
disclosure | climate-related issues that have had and may have an Change
A4 Climate impact on the issuer. Response
Change KPI A4.1 Description of the significant climate-related issues 5.1 Climate
which have impacted, and those which may impact, Change
the issuer, and the actions taken to manage them. Response
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Employment and Labour Practices

Aspects

General disclosure and key performance indicators (KPI)

Chapter(s)

General In relation to pay and dismissal, recruitment and 7.1 Manpower
disclosure | promotion, hours of work, leave, equal opportunities, and Talent
diversity, anti-discrimination and other entitlements Chapter 2 2022
and benefits: Highlights
(a) Policy; and (Compliance
(b) Information on compliance with relevant laws Management)
and regulations that have a material effect on the
issuer.
B1 Employment :

KPI B1.1 Total workforce by gender, employment type (for 7.1.1 Bring
example, full- or part-time), age group and Together Talents
geographical region. of Diverse

Backgrounds
KPI B1.2 Employee turnover rate by gender, age group and 7.1.1 Bring
geographical region. Together Talents
of Diverse
Backgrounds
General In relation to the provision of a safe working Chapter 8 Safety
disclosure | environment and the protection of employees from Culture
occupational hazards: Chapter 2 2022
(a) Policy; and Highlights
(b) Information on compliance with relevant laws (Compliance
and regulations that have a material effect on the Management)
issuer.
KPI B2.1 Number and rate of work-related fatalities occurred in | 8.1 Occupational
B2 Health and each of the past three years including the reporting Safety and
Safety year. Health
Management
KPI B2.2 Lost days due to work injury. 8.1 Occupational
Safety and
Health
Management
KPI B2.3 | Description of occupational health and safety 8.2 Occupational

measures adopted, and how they are implemented
and monitored.

Safety and
Health Measures
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General Policy on enhancing the knowledge and skills of 7.1 Manpower
disclosure | employees to perform their job duties. Describe and Talent
training activities.
KPI B3.1 The percentage of employees trained by gender and 7.1.3 Talent
B3 Development : .
and Training employee category (e.g. senior management, middle Develop-m.ent
management). and Training
KPI B3.2 The average training hours completed per employee 7.1.3 Talent
by gender and employee category. Development
and Training
General In relation to the prevention of child labour or forced 7.2 Human
disclosure | labour: Rights
(a) Policy; and Management
(b) Information on compliance with relevant laws Chapter 2 2022
and regulations that have a material effect on the Highlights
issuer. (Compliance
B4 Labour Management)
Standards . .
KPI B4.1 Description of measures to review employment 7.2 Human
practices to avoid child and forced labour. Rights
Management
KPI B4.2 Description of steps taken to eliminate such practices 7.2 Human
when discovered. Rights
Management

Operating practices

Aspects

General disclosure and key performance indicators (KPI)

B5 Supply Chain
Management

General Environmental and social risk policy for managing the | 6.2 Supply Chain

disclosure | supply chain. Management

KPI B5.1 Number of suppliers by geographical region. 6.2 Supply Chain

Management

KPI B5.2 Description of practices relating to engaging 6.2 Supply Chain
suppliers, number of suppliers where the practices Management
are being implemented, and how they are
implemented and monitored.

KPI B5.3 Description of practices used to identify 6.2 Supply Chain
environmental and social risks along the supply chain, Management
and how they are implemented and monitored.

KPI B5.4 | Description of practices used to promote 6.2 Supply Chain

environmentally preferable products and services
when selecting suppliers, and how they are
implemented and monitored.

Management
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B8 Community

directors and staff.

General Health and safety, advertising, labelling and privacy 6.3 Products
disclosure | issues and remedies in relation to products and and Services
services provided: Chapter 2 2022
(a) Policy; and Highlights
(b) Information on compliance with relevant laws (Compliance
and regulations that have a material effect on the Management)
issuer.

KPI B6.1 Percentage of total products sold or shipped subject 6.3 Products and

B6 Product to recalls for safety and health reasons. Services
Responsibility

KPI B6.2 Number of products and services related complaints 6.3 Products and
received and how they are dealt with. Services

KPI B6.3 | Description of practices relating to observing and 6.3 Products and
protecting intellectual property rights. Services

KPI B6.4 | Description of quality assurance process and recall 6.3 Products and
procedures. Services

KPI B6.5 Description of consumer data protection and privacy 6.3 Products and
policies, and how they are implemented and Services
monitored.

General Prevention of bribery, extortion, fraud and money 3.3 Integrity

disclosure | laundering: Management and
(a) Policy; and Anti-corruption
(b) Information on compliance with relevant laws Chapter 2 2022
and regulations that have a material effect on the Highlights
issuer. (Compliance
Management)
B7 Anti-
corruption KPI B7.1 Number of concluded legal cases regarding corrupt 3.3 Integrity
practices brought against the issuer or its employees | Management and
during the reporting period and the outcomes of the Anti-corruption
cases.

KPI B7.2 Description of preventive measures and whistle- 3.3 Integrity
blowing procedures, and how they are implemented Management and
and monitored. Anti-corruption

KPI B7.3 Description of anti-corruption training provided to 3.3 Integrity

Management and
Anti-corruption

Investment

General Policy on community engagement to understand the 9.1 Community

disclosure | needs of the communities in which issuers operate Involvement
and to ensure that their business activities take into
account community interests.

KPI B8.1 Focus areas of contribution (e.g. education, 9.1 Community
environmental concerns, labour needs, health, Involvement
culture, sport).

KPI B8.2 Resources contributed (e.g. money or time) to the 9.1 Community

focus area.

Involvement
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Appendix B. G

Rl Standards (2021) Index

Statement of use

From 1 January 2022 to 31 December 2022, Yue Yuen refers to
(quotes) GRI Standards for reporting.

GRI 1 used

GRI 1: Foundation 2021

Applicable GRI Sector Standard(s) Nil

GRI Indicators ‘ Disclosure Requirement(s) ‘ Chapter(s)

2-1 Organizational details Chapter 1 About This Report
2-2 Entities included in the organization’s Chapter 1 About This Report
sustainability reporting
2-3 Reporting period, frequency and contact Chapter 1 About This Report
point
2-4 Restatements of information Chapter 1 About This Report
2-5 External assurance No external confirmation
2-6 Activities, value chain and other business Chapter 1 About This Report
relationships 6.2 Supply Chain Management
2-7 Employees 7.1 Manpower and talent
2-8 Workers who are not employees 7.1 Manpower and talent
2-9 Governance structure and composition 3.1 Corporate Governance
2-10 Nomination and selection of the highest Please refer to the Annual Report (Corporate
governance body Governance Report)
2-11 Chair of the highest governance body Chapter 1 About This Report
2-12 Role of the highest governance body in 3.1 Corporate Governance
overseeing the management of impacts
2-13 Delegation of responsibility for managing Chapter 3 Corporate Governance and ESG
impacts Governance Structure
2-14 Role of the highest governance body in Chapter 4 Stakeholder Engagement
sustainability reporting
2-15 Conflicts of interest 3.3 Integrity Management and Anti-corruption
2-16 Communication of critical concerns Chapter 4 Stakeholder Engagement
2-19 Remuneration policies Please refer to the Annual Report (Directors’
Report and Corporate Governance Report)
2-20 Process to determine remuneration Please refer to the Annual Report (Corporate
Governance Report)
2-21 Annual total compensation ratio Please refer to the Annual Report (Notes to
the Consolidated Financial Statements:
Directors’ and Employees’ Emoluments)
2-22 Statement on sustainable development Introduction
strategy
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GRI Indicators ‘ Disclosure Requirement(s) ‘ Chapter(s)

2-23 Policy commitments 7.2 Human Rights Management

2-24 Embedding policy commitments 7.2 Human Rights Management

2-25 Processes to remediate negative impacts 7.2 Human Rights Management

2-26 Mechanisms for seeking advice and raising 3.3 Integrity Management and Anti-corruption
concerns

2-27 Compliance with laws and regulations 5.2 Environmental Management

2-28 Membership associations Chapter 2 2022 Highlights

2-29 Approach to stakeholder engagement Chapter 4 Stakeholder Engagement

2-30 Collective bargaining agreements 7.2 Human Rights Management

3-1 Process to determine material topics Chapter 4 Stakeholder Engagement

3-2 List of material topics Chapter 4 Stakeholder Engagement

3-3 Management of material topics

GRI 201 2016

201-1 Direct economic value generated | Chapter 2 2022 Highlights
and distributed
201-4 Financial assistance received from | Please refer to the Annual Report (Notes to

government

the Consolidated Financial Statements:
Other Income)

anti-corruption)

3-3 Management of material topics (integrity management and

3.3 Integrity Management and Anti-corruption

GRI 205 2016

205-1 Operations assessed for risks 3.3 Integrity Management and Anti-corruption
related to corruption

205-2 Communication and training about | 3.3 Integrity Management and Anti-corruption
anti-corruption policies and
procedures

205-3 Confirmed incidents of corruption | 3.3 Integrity Management and Anti-corruption

and actions taken

3-3 Management of material topics (climate change response)

5.1 Climate Change Response

GRI 201 2016

201-2 Financial implications and other
risks and opportunities due to

climate change

5.1 Climate Change Response
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GRI Indicators

305-1

Disclosure Requirement(s)

Direct (Scope 1) GHG emissions

Chapter(s)
5.1.2 GHG Management

305-2

Energy indirect (Scope 2) GHG
emissions

5.1.2 GHG Management

GRI 305 2016 305-3

Other indirect (Scope 3) GHG
emissions

5.1.2 GHG Management

305-4

GHG emissions intensity

5.1.2 GHG Management

305-5

Reduction of GHG emissions

5.1.2 GHG Management

3-3 Management of material

topics (energy management)

5.3 Energy Management

302-1

Energy consumption within the
organization

5.3 Energy Management

GRI 302 2016 302-3

Energy intensity

5.3 Energy Management

302-4

Reduction of energy consumption

5.3 Energy Management

3-3 Management of material

topics (waste management)

5.5 Waste Management

306-1

Waste generation and significant
waste-related impacts

5.5 Waste Management

306-2
GRI 306 2020

Management of significant waste-
related impacts

5.5 Waste Management

306-3

Waste generated

5.5 Waste Management

306-4

Waste diverted from disposal

5.5 Waste Management

306-5

Waste directed to disposal

5.5 Waste Management
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GRI Indicators

3-3 Management of material

Disclosure Requirement(s)

topics (air pollutant management)

Chapter(s)

5.6 Air pollutant management

305-7
GRI 305 2016

Nitrogen oxides (NOx), sulfur
oxides (SOx), and other
significant air emissions

5.6 Air pollutant management

3-3 Management of material

topics (supply chain management)

6.2 Supply chain management

308-1

GRI 308 2016

New suppliers that were
screened using environmental
criteria

6.2 Supply chain management

308-2

Negative environmental impacts
in the supply chain and actions
taken

6.2 Supply chain management

4141

New suppliers that were
screened using social criteria

6.2 Supply chain management

GRI 414 2016
414-2

Negative social impacts in the

supply chain and actions taken

6.2 Supply chain management

3-3 Management of material

topics (manpower and talent)

7.1 Manpower and talent

hired from the local community

GRI 201 2016 201-3 Defined benefit plan obligations 7.1 Manpower and talent
and other retirement plans
202-1 Ratios of standard entry level 7.1 Manpower and talent
wage by gender compared to
GRI 202 2016 local minimum wage
202-2 Proportion of senior management | 7.1 Manpower and talent
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GRI Indicators ‘ Disclosure Requirement(s) ‘ Chapter(s)

401-1 New employee hires and 7.1 Manpower and talent
employee turnover

401-2 Benefits provided to full-time 7.1 Manpower and talent
GRI 401 2016 employees that are not provided
to temporary or part-time
employees
401-3 Parental leave 7.1 Manpower and talent
404-1 Average hours of training per year | 7.1 Manpower and talent

per employee

GRI 404 2016 404-3 Percentage of employees 7.1 Manpower and talent
receiving regular performance and
career development reviews

GRI 405 2016 405-2 Ratio of ba.sm salary and 7.1 Manpower and talent
remuneration of women to men
GRI 406 2016 406-1 Incidents of discrimination and 7.1 Manpower and talent

corrective actions taken

3-3 Management of material topics (human rights management) | 7.2 Human Rights Management

GRI 408 2016 408-1 Operations and suppliers at 7.2 Human Rights Management
significant risk for incidents of
child labor

GRI409 2016 409-1 Operations and suppliers at 7.2 Human Rights Management

significant risk for incidents of
forced or compulsory labor

GRI 402 2016 402-1 Minimum notice periods 7.2 Human Rights Management
regarding operational changes

GRI 40 2016 407-1 Operations and suppliers in which | 7.2 Human Rights Management
the right to freedom of

association and collective
bargaining may be at risk
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GRI Indicators | Disclosure Requirement(s) Chapter(s)
3-3 Management of material topics (occupational safety and Chapter 8 Safety Culture
health)
403-1 Occupational health and safety Chapter 8 Safety Culture
management system
403-2 Hazard identification, risk Chapter 8 Safety Culture
assessment, and incident
investigation
403-3 Occupational health services Chapter 8 Safety Culture
403-4 Worker participation, consultation, | Chapter 8 Safety Culture
and communication on
occupational health and safety
403-5 Worker training on occupational Chapter 8 Safety Culture
GRI 403 2018 health and safety
405-6 Promotion of worker health Chapter 8 Safety Culture
403-7 Prevention and mitigation of Chapter 8 Safety Culture
occupational health and safety
impacts directly linked by
business relationships
403-8 Workers covered by an Chapter 8 Safety Culture
occupational health and safety
management system
403-9 Work-related injuries Chapter 8 Safety Culture
403-10 Work-related ill health Chapter 8 Safety Culture
405-1 Diversity of governance bodies 3.1 Corporate Governance
GRI 405 2016 and employees 7.1 Manpower and Talent
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GRI Indicators ‘ Disclosure Requirement(s) ‘ Chapter(s)

GRI 303 2018

303-1

Interactions with water as a
shared resource

5.4 Water Resources Management

303-2

Management of water discharge-
related impacts

5.4 Water Resources Management

303-3

Water withdrawal

5.4 Water Resources Management

303-4

Water discharge

5.4 Water Resources Management

303-5

Water consumption

5.4 Water Resources Management

GRI 204 2016

204-1

Proportion of spending on local
suppliers

6.2 Supply Chain Management

GRI 301 2016

301-1

Materials used by weight or
volume

6.1 Raw Materials Procurement

GRI 416 2016

416-2

Incidents of non-compliance
concerning the health and safety
impacts of products and services

6.3 Products and Services

GRI 417 2016

417-1

Requirements for Products and
Services information and labeling

6.3 Products and Services

417-2

Incidents of non-compliance
concerning Products and Services
information and labeling

6.3 Products and Services

GRI 418 2016

418-1

Substantiated complaints
concerning breaches of customer
privacy and losses of customer
data

6.3 Products and Services

GRI 413 2016

413-1

Operations with local community
engagement, impact
assessments, and development
programs

9.1 Community Involvement
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Appendix

Appendix C. SASB Indicators Index

SASB Index: Industry Standards for Apparel, Accessories & Footwear

risks in the supply chain

Disclosure
Topics Code Metric Description Category
Management of CG-AA- Discussion of processes to Qualitative 6.1 Raw Materials
Chemicals in 250a.1 maintain compliance with restricted Procurement
Products substances regulations
CG-AA- Discussion of processes to assess Qualitative 6.1 Raw Materials
250a.2 and manage risks and/or hazards Procurement
associated with chemicals in
products
Raw Materials CG-AA- Describe the environmental and Qualitative 6.1 Raw Materials
Procurement 440a.3 social risks related to raw materials Procurement
(materials used in main products)
CG-AA- Describe the amount of priority raw | Quantitative 6.1 Raw Materials
440a.4 materials purchased, and the Procurement
amount of each priority raw
material that is certified to a third-
party environmental and/or social
standard, by standard
- CG- Describe the amount of Tier 1 Quantitative 6.1 Raw Materials
AA-000. suppliers and suppliers beyond Tier Procurement
A 1
Environmental CG-AA- Percentage of suppliers in Quantitative 6.2 Supply Chain
Impacts in the 430a.1 compliance with wastewater Management
Supply Chain discharge permits or contractual
agreement
CG-AA- Describe the percentage of Quantitative 6.2 Supply Chain
430a.2 Sustainable Apparel Coalition's Management
Higg Facility Environmental Module
assessment or an equivalent
environmental data assessment
Labor Conditions | CG-AA- Audit the percentage of suppliers’ Quantitative 6.2 Supply Chain
in the Supply 430b.1 labor code of conduct Management
Chain
CG-AA- Priority non-conformance rate and Quantitative 6.2 Supply Chain
430b.2 associated corrective action rate for Management
suppliers’ labor code of conduct
audits
CG-AA- Describe the greatest labor and Qualitative 6.2 Supply Chain
430b.3 environmental, health, and safety Management
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Appendix D. TCFD Index

Company’s Strategies and Actions Chapter(s)

climate-related risks and opportunities and performance
against targets.

1. Describe the board’s oversight of climate-related risks and 5.1 Climate
Governance oppor*.[unities. ’ . . . Change

2. Describe management's role in assessing and managing Response
climate-related risks and opportunities.

1. Describe the climate-related risks and opportunities the 5.1 Climate
organization has identified over the short, medium, and long Change
term. Response

2. Describe the impact of climate-related risks and

Strategy opportunities on the organization’s businesses, strategy,
and financial planning.

3. Describe the resilience of the company's strategy, taking
into consideration different climate-related scenarios,
including a 2° C or lower scenario.

1. Describe the organization’s processes for identifying and 5.1 Climate
assessing climate-related risks. Change

2. Describe the organization's processes for managing climate- Response

Risk Management related risks.

3. Describe how processes for identifying, assessing, and
managing climate-related risks are integrated into the
organization’s overall risk management.

1. Disclose the metrics used by the organization to assess 5.1 Climate
climate-related risks and opportunities in line with its Change
strategy and risk management process. Response

Metrics and Targets 2. Disclose Scope 1, Scope 2., ar\d if appropriate, Scoge 3
greenhouse gas (GHG) emissions, and the related risks.

3. Describe the targets used by the organization to manage
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Appendix E. GHG Inventory Principle 2022

Inventory

Principle

> Scope 1&2: Data collection is based on the operation control method in accordance
with the ISO 14064-1 (2018) Guidelines for Quantification and Reporting of
Greenhouse Gas Emissions and Removals at the organizational level.

> Scope 3: Refer to Green House Gas Protocol, Calculation Guidance, Supporting

Documents.

Inventory Scope

Footwear manufacturing areas: Mainland China, Indonesia, Vietnam, Cambodia,

Bangladesh and Myanmar.

GHG

Carbon dioxide (CO2), methane (CH4), nitrous oxide (N20), hydrofluorocarbons
(HFCs), perfluorocarbons (PFCs) and sulfur hexafluoride (SF6), and nitrogen trifluoride
(NF3).

Inventory Items

> Scope 1 (Category 1 : Direct GHG emissions): total direct GHG emission

(1) The GHG does not include hydrofluorocarbons that have been included in the
Montreal Protocol specifications, such as R-22, etc.

(2) Biomass fuels is calculated separately and is not included in the total emission
items (purchased steam and self-run boiler biomass fuel).

(3) The amount of purchased steam and biomass fuel for self-run boilers is
estimated by using the purchased steam (produced by biomass fuel boilers),
assuming that the boiler produces steam at a pressure of 10.0 kgf/cm® and the
boiler efficiency is 85.0%, and the calorific value of solid biomass fuel is 3,600.0
kcal/kg, and after a thermodynamics calculation, the ratio of steam to biomass
fuel is 0.2173.

(4) Methane emissions from septic tanks are calculated using fugitive staff time.

(5) As for refrigerant/other hydrofluorocarbon (HFC), perfluorocarbon (PFC) and
sulfur hexafluoride (SF), a small amount of SF, are only used as an insulation
filler for high-voltage distribution equipment and its daily leakage rate is very
low according to the supplier's data. The carbon emission resulted by
evaporation will be included in calculation when equipment is filled (as per its
purchase volume) and regarded zero when it is not filled.

> Scope 2 (Category 2 : Indirect GHG emissions from energy inputs) total indirect
GHG emissions from energy sources.

> Scope 3 (Category 3 : Indirect GHG emissions from Transportation) the total GHG
emission of the downstream transportation of the Group's finished shoes is
calculated using the Distance-Based method.

> Scope 3 (Category 3 : Indirect GHG emissions from transportation (business travel -
air travel): Total GHG emissions from air travel is calculated using the Distance-

Based method.
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Basis for

Calculation

> The GHG emissions of Scope 1&2 are calculated using the emission coefficients as

follows:

Activity data X emission coefficient X global warming potential (GWP) = CO,e in

metric tons/year.

The emission coefficient for septic tank evaporation was not developed, nor was it

developed by local studies, but was obtained by converting international

coefficients of similar backgrounds with reference to typical values of effluent
water quality and quantity.

CH4 emission coefficient = BOD emission factor X average effluent concentration

X wastewater per person hour (liters per hour) X septic tank treatment efficiency

CH4 emission factor = 0.6 metric tons of CH4/metric ton - BOD X 200 mg/L X

15.625 (liters/hour) X 85% = 0.0000015938 metric tons/person hour

The calculation of purchased electricity in Scope 2 is divided into:

e |ocation based carbon emissions are calculated based on the average energy
production emission coefficients for a geographic area, which may be regional
or national level coefficients. Location-based carbon emissions = electricity
carbon emissions.

e Market Based emissions are based on electricity purchased under a contract or
bundled with contractual instruments and are calculated from the greenhouse
gas emissions in the contract. Market Based Carbon Emissions = Electricity
Consumption Carbon Emissions - REC Carbon Emissions.

Scope 3: The total greenhouse gas emission from air travel of the Group's finished

shoes is calculated using the Distance-Based method:

the total greenhouse gas emission from air travel of the Group's finished shoes =

cargo gross weight (tonnes) X cargo transportation distance (km) X emission

factors of transportation vehicles (kg CO,e/tonne-km)

Scope 3: The total greenhouse gas emission from air travel of the Group

headquarter is calculated using the Distance-Based method:

the total greenhouse gas emission from air travel (ton CO,e) = aerial navigation

distance (passenger-km) x emission factors of aerial navigation (kg CO,e/passenger-

km)/1000.
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The aerial navigation distance between cities is mainly calculated based on ICAQ,
Carbon Emission Calculator: ICAO, Carbon Emission Calculator: the total
greenhouse gas emission from air travel (ton CO,e) = aerial navigation distance
(passenger-km) x emission factors of aerial navigation (kgCO,e/passenger-km)
(kg CO,e / passenger-km).

The aerial navigation distance is subject to those released by ICAO, Carbon
Emission Calculator. https://www.icao.int/environmental-protection/Carbonoffset/
Pages/default.aspx

One Way/Round Trip Cabin Class Number of Passengers

Round Trip Economy 1

From City/Airpori To Ci inport
Delete All Location(s) Delete Leg Add New Leg

Metric (KG / KM) Standard (LBS /1)
Total

Dep Arr Number of . Aircraft Fuel Bum/fjourney Total passengers’ CO2fjourney
Trip (KG)2e (KG)®

Flight Stage Detail

Airport Airport passengers

Dep Airport  Arr Airport  Distance (kM) Aircraft Aircraft Fuel Burn/leg (xG)* Passenger COalpaxfleg (KG)

Data of activities | Direct measurement or verification of data
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Coefficient

1.

The 4th ICPP assessment announcement 2006 is adopted for the global warming
potential (GWP) before 2021; while the 6th ICPP assessment announcement 2021
is adopted for the global warming potential (GWP) in 2022.

Greenhouse gas GWP Source
CO, 1 )
IPCC’s 2021 Sixth Assessment
CH, 27.9
Report

N,O 273

HFCs
Refrigerant GWP Source
R143a 5810
R134a 1530
R410a 2255.5 Greenhouse Gas Emission
R32 771 Coefficients Management Table of
R404a 4728 IPCC
R507a 4775 (version 6.0.4, June, R.O.C. 108)
R407c 1907.93 Mass balance
R401a 1923
R-417a 2127

2. The coefficients of different emission sources are mainly based on the emission

coefficients announced by the IPCC in 2006, according to, and the coefficients of
each emission source are calculated based on the emission coefficients announced
for different fuels by taking into account the calorific value of different fuels; the
auxiliary tools include the “Greenhouse Gas Emission Coefficient Management
Table 6.0.4" (BEREHHNEHNEIERE6.0.4) released by the Taiwan
Environmental Protection Administration, and the coefficients of various emission
sources are then calculated according to the “Greenhouse Gas Inventory Tool
(Veﬁrsion 4.10)" (REREELET E(4.15R) of the Ministry of Economic Affairs (A&
IX/R).

For the year 2022, electricity emission coefficients are calculated according to the
latest data provided by each country, and in case of special country
announcements, the latest emission coefficients of each country, which are
provided by the IEA (International Energy Agency) brand customers, shall prevail.

Country/region Coefficient Source

(kg CO,e/kwh)
China- Center
China Grid ) o
China-Southern 0.581 State Grid 2022 official document
Power Grid
Vietnam 0.8041 State Grid 2020 official document
Indonesia 0.80 State Grid 2019 official document
Taiwan 0.509 State Grid 2021 official document
Cambodia 0.958 IEA 2020/brand customers
Bangladesh 0.638 IEA 2020/brand customers
Myanmar 0.492 IEA 2020/brand customers
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