ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
Ri5 - HEURERES

This sustainability report outlines the approaches, commitment and strategies of the
major member companies of the Group in four aspects of sustainability — workplace
quality, environmental protection, operating practices and community involvement. The
reporting period of this report is from 1 April 2017 to 31 March 2018. We maintain an
open dialogue with our stakeholders (including management, employees, customers,
suppliers and investors) to receive their comments and understand their expectation
on what the ESG issues matter most via meetings, interviews and discussions. The
areas of focus of this report include environmental discharges, employment and labor
standard, community outreach and the supply chain management. The data disclosed
in this report are prepared and provided by the respective administration departments
of Panyu plant and Vietnam plant of the Group.

While the operation of the Company during the year under review was mainly focused
in the Panyu plant (and the operation of Vietnam factory was suspended and resumed
in January 2018), this report is based on the status of Panyu plant of Pacific Textiles. The
Vietnam factory basically follows the required standard as Panyu plant,

VISION

"To make the world a more comfortable and better place through our products” - Pacific
Textiles is a creative and sizeable knitted fabric manufacturer and distributor whose
business scope covers integrated services of knitting, dyeing, printing and finishing.

MISSION

“In global textile community, we strive for:

— Quality products and services;

— Equitable opportunities and mutual respect;
— High returns to the investors;

— Excellent environmental protection;

through the faith of social responsibility and innovation!” - Pacific Textiles considers
green manufacturing and environmental protection not only as the responsibility of a
responsible corporate citizen, but also as the basis of long-term sustainability for any
company. Pacific Textiles has been actively taking steps to ensure that by-products
generated in the manufacturing process are disposed of properly with minimal effects
on the environment and trying its best to achieve harmonious development of the
company, natural environment and all stakeholders.
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WORK ENVIRONMENT

Each employee is required to sign an employment contract and a receipt of a notice
of occupational hazards issued to employees as stated in the local government
requirements. The notice mainly covers job positions and duties, working hours, rest
period, statutory benefits and preventive and control measures for occupational
hazards, etc. We conduct assessment on the work environment to ensure good and
safe working conditions for our employees in terms of temperature, noise, air, dust,
ventilation, gas, etc. All relevant factors are managed and controlled in accordance
with local government standards. We are committed to providing our employees with
proper PPE to prevent potential occupational accidents and reduce the influence on
employees'health. The equipment includes ear plugs, goggles, dust respirators, masks,
rubber gloves/boots, insulated shoes, aprons, hairnets, safety harnesses, etc.. Annual
health check is arranged for all employees to help them and the company have an
understanding of their health conditions and make proper arrangements for work and,
if necessary, seek medical treatment.

EMPLOYEES’ BASIC INFORMATION

As at March 2018, 4,183 employees were under full-time employment in Panyu plant
(previous year: 4,350), with all aged over 18 and coming from different provinces of
Mainland China, mostly from Hunan and Yunnan, and a male-female ratio of 0.64:0.36.

As at March 2018, a total of 612 employees were under full-time employment in Vietnam
plant (previous year: 848), with all aged over 18 and coming from different provinces
nationwide, the majority of whom being local residents, and a male-female ratio of
0.65 : 0.35. Vietnam plant was closed for business from April 2017 to December 2017
due to the blockage of the road to the plant and thus the number of employees for the
period dropped significantly compared with that of the previous year.

During the Year, the Group held various kind of recreational activities for staff to promote
employees’ work-life balance.
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HEALTH AND SAFETY

Panyu plant attaches great importance to production safety management and
occupational health management. It has spared no effort to implement an occupational
health and safety policy of ‘compliance, care, safety, health, inspection of hidden dangers,
risk control, safety assurance, full participation, aggressiveness, promotion of harmonious
development’, firmly enforced a policy of “observing laws and regulations, striving to
control and reduce safety risks and adhering to the people-oriented principle with an
aim to provide a safe and healthy workplace and living environment for employees’,
proactively carried out standard procedures for safety production, established a
management system of standard procedures for safety production, and obtained
OHSAS18001 certification under the Occupational Health and Safety Management

System.

Fire Drill First Aid Training
BT EAR SREEI
FATALITY NUMBER AND RATE

No occupational fatalities were recorded for the year under review.

WORKING DAYS LOST DUE TO WORK INJURY

During the year, the number of working days lost due to work injury in Panyu plant was
2,591 man-days (previous year: 1,553 man-days).

No serious injury case was recorded during the year under review, the increase in loss of
working days was mainly caused by more leaves taken, under the recommendation of
the supervisors, arising from minor injury case, in order to ensure that staff only return
to work under best body conditions, and stay healthy.

OCCUPATIONAL HEALTH AND SAFETY MEASURES

In terms of safe production management, Panyu plant conducts thorough hazard
identification and risk assessment annually and has established risk control measures
and necessary emergency drills for significant sources of hazards. Safety executives
from all departments who have participated in pre-employment professional training,
passed the tests and obtained qualifications manage and control the significant sources
of hazards and comprehensively control the potential safety hazards, so as to reduce
workplace incidents. In terms of occupational health management, Panyu plant invited
Guangdong Province Hospital for Occupational Disease Prevention and Treatment to
assess the occupational hazards to each job position of the Company. Pacific Textiles has
implemented initiatives of occupational hazard prevention for respective job positions
and occupational health protection for employees according to the assessment results,
and has arranged annual occupational health checks to ensure employees’ health.
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DEVELOPMENT AND TRAINING

Panyu plant has set up long-standing policies and training schemes to improve
employees’ job knowledge and skills. These policies and schemes cover induction
training courses for general workers as well as internal and external vocational training
courses for university-level, elementary-level and middle-level employees. Various kinds
of training and development programs were conducted for enhancing employees
working skills and knowledge when discharging their job duties and functions including
orientation for new employees for getting familiar with company environment and
departmental requirements in short period of time; training for security and canteen
workers for understanding about environment safety, protection of property and food
safety control; the first aid training to manage accidents in a proper and effective way
for injured employees in the working environment as well as having occupational
health & safety for avoiding unexpected occupational disease or illnesses; fire fighting
protection training for enhancing fire prevention consciousness, and fighting fire in
a proper and effective way when having minor fire accidents; on-the-job-training
for various departments so as to polish their work skills and techniques in aspect of
technical and managerial levels. During the period from 1 April 2017 to 31 March 2018,
the number of monthly training hours per employee in Panyu plant was approximately

2.43 (previous year: 2.31 hours).

2017 Language courses
2017785 sRig

2017 Management Training
2017 R EEEABE

LABOUR STANDARDS

We have formulated the policy of remuneration, recruitment, equal opportunity
employment, anti-discrimination and general fringe benefits as referred to relevant
labor codes, decrees, circulars and articles announced by the local government from
time to time. All those policies are included in the company staff handbook which has
been gone through a reviewed and commented procedure by the local government
office if necessary. Child labour and forced labour are prohibited in both Panyu plant
and Vietnam Plant.
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ENVIRONMENTAL PROTECTION

Panyu plant has set up the following policies on energy management: proactively using
advanced energy-saving technologies, striving to conduct research and development of
low-consumption techniques, constantly improving energy usage efficiency and raising
energy consumption standards to advanced international standards. Panyu plant has
achieved high energy-saving efficiency by proactively using advanced energy-saving
technologies, undertaking a number of industrial and national demonstration projects
and sparing no effort in the research and development of energy-saving techniques
and technologies.

Power consumption for non-production purposes increased in the year under review
as a result of increased financial commitment to environmental protection facilities and
improvement of the environment of workshops, while there were higher production
output and energy consumption for production increased accordingly. As a result,
Panyu plant’s total energy consumption was 193,300 tons (previous year: 162,100 tons)
of standard coal in the year under review, representing an increase of 31,200 tons of
standard coal in energy consumption as compared with that in last year.

However, Panyu plant delivered good environmental performance in the year under
review, winning a number of awards from the government including: “Green Brand
Company for Environmental Trustworthiness” awarded by the Guangdong Province's
Department of Environmental Protection (only 10.1% of the companies in Guangdong
Province were rated as Green Brand Companies); “Green Development Company in
the Textile Industry” by the China National Textile and Apparel Council; “2017 Leading
Water Efficient Enterprise” by the Ministry of Industry and Information Technology;
Leading Enterprise in the Chemicals Stewardship 2020 initiative of CNTAC-ZDHC; "2017
China Energy Management Award” awarded by the National Development and Reform
Commission (only eight companies received this award). Pacific Textiles was also one
of the three companies in China that represented the country in an international
competition for excellency in energy management.

Panyu plant made reference to the policy requirements related to the treatment of
dangerous waste in handling hazardous waste by enforcing the administration system
of duplicated forms in the transfer of dangerous waste and by entrusting work units with
operational qualifications to implement centralised disposal of dangerous waste, thereby
reaching a compliance disposal rate for dangerous waste of 100%. Relevant work units
were entrusted to recycle non-hazardous waste for reuse and comprehensive treatment,
with a comprehensive treatment rate of 100%.

Panyu plant took a proactive approach in carrying out environmental protection by
investing RMB60 million in upgrading and renovating the flue gas treatment technology
for the coal-fired boilers in the power plants. At present, the emitted flue gas has reached
the ultra-low emission standards of Guangdong Province, and the technology has been
recommended by experts for nomination as an excellent demonstration project for
environment protection in Guangdong Province.

Panyu plant accomplished:

an investment of RMB60 million in upgrading and renovating the flue gas treatment
technology for the coal-fired boilers in the power plants to achieve:

a yearly reduction of 36.08 tons in SO, emissions, a yearly reduction of 16.09 tons
in nitrogen oxide emissions and a yearly reduction of 10.19 tons in smoke and dust

emissions.

a yearly reduction of 4,557 tons (previous year: 2,850 tons) in CO, emissions (Note:
this figure refers to comparison between 2016 and 2017 calendar year).
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ENVIRONMENTAL PROTECTION (Contd)

Principal measures adopted by Panyu plant in mitigating wastewater emissions are as
follows:

1. The completion, commissioning and operation of a sewage treatment project with
a capacity of 20,000m?®/day using the “biochemical+physicochemical+ozonide
BAF” advanced treatment technology, which has reached the specific standards
steadily. The treated wastewater discharge indices were far below the requirements
of national and local environmental standards. In particular, the CODcr index was
approximately 20~30mg/L, and the chromaticity was approximately 20 times.

2. The online monitoring, operation enhancement and technological renovation of the
sewage treatment system, so that the operating efficiency and automation level of
the water treatment system were significantly raised and the manual labour intensity
of the operators were lowered.

3. Theresearch and assessment on the odour treatment technology for the biochemical
treatment stage of wastewater treatment by commencing the construction of an
odour biological treatment project.
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SUPPLY CHAIN MANAGEMENT

In order to ensure stable supply of yarn, the Group procure its yarn from more than 40
suppliers based in different regions, to minimize geopolitical risks. Pacific Textiles pays
great attention to product quality. To become a recognized yarn supplier of Pacific
Textiles, each yarn supplier must be able to meet the quality standards required by our
factories.

For new suppliers, sample provided to us must pass the quality testing and satisfy the
relevant requirements, and thereafter, periodic assessment on new supplier will be made
before it is admitted as qualified supplier.

For existing qualified suppliers, quality testing will be conducted and the Company
will stop to procure from those suppliers whose yarn quality could no longer meet the
required standard of the Company.
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PRODUCT RESPONSIBILITY

The products of Pacific Textiles are manufactured in strict compliance with the relevant
international standards. No products of Pacific Textiles were subject to recalls for safety
and health reasons during the year under review.

Upon receiving a customer’s complaint on product quality, the Company will review
the validity and conduct investigation on the reasons. Depending on the nature and
cause of complaint, the information will be communicated to supplier if it is proven to
be related to raw materials; to factory heads if it is caused by error in manufacturing
process; to carrier if it is arising from transportation process.

The products of Pacific Textiles will be verified in accordance with the verification
standards as agreed with the relevant customers. Pacific Textiles has established specific
arrangements in relation to product recall procedures, if repairs are required, the
products will be returned to the relevant department of the factory for repairs and the
products will only be redelivered to the relevant customer only after passing necessary
quality inspections.

MAINTENANCE AND PROTECTION OF INTELLECTUAL PROPERTY RIGHTS,

CONSUMER DATA PROTECTION AND PRIVACY POLICIES

Pacific Textiles respects and protects its customers’intellectual property rights, privacy
and other trade secrets. After receiving customers’ designs, Pacific Textiles will take
measures to ensure the safety of their intellectual property rights, privacy and other
trade secrets and prevent the unauthorized disclosure of such secrets.

For some products involving to intellectual property rights, Pacific Textiles will enter into
confidentiality agreements with the relevant suppliers and customers in relation to the
intellectual property rights and trade secrets.

ANTI-CORRUPTION

Pacific Textiles has formulated anti-corruption policies, rules and regulations for its
employees, contractors and suppliers of Panyu plant and Vietnam plant. Where any
contravention to the policies, rules and regulations is identified with solid evidence, the
engagement of the contravening parties or the provision of non-compliant services will
be terminated immediately.

Relevant policies, rules, requlations and procedures for this area of work will be reviewed

from time to time to prevent recurrence of non-compliant cases. We have also set up a
compliant mechanism for reporting corrupted acts, if any.
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COMMUNITY ENGAGEMENT

Panyu plant has solicited suggestions for policy making to understand and support
local community needs by various means. Panyu plant took part in local community
activities including elderly care activities, entertainment performance for the local
community, paying visits and offering financial assistance to poverty-striken villagers,
providing scholarships for outstanding middle school students, and participated in
the local government’s fund-raising activities for the impoverished people by making
contributions of about RMB112,000 and offering employment opportunities to surplus
workforce in the local community.

Pacific Textiles has participated in various kinds of community activities in order to
support local community development and cultivate a kind of sense of belongings to
local community with each other:

- Take part in environmental protection: planting trees activities in local and support
the environmental sanitation fund

- Donation for the poor people: presenting gifts to poor families, and making
donations to the Red Cross Association

- Contribute to the welfare of education including the building kindergarten, giving
gifts to outstanding students and donating computer to school

- Other social activities including arts and sports activities with local community
people
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