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CORPORATE GOVERNANCE PRACTICES

The Group commits to maintaining and ensuring a high level of
corporate governance standards and continuously reviews and
improves our corporate governance and internal controls practices.

The Company’s corporate governance practices are based on the
principles as set out in the Corporate Governance Code (the “CG
Code”) contained in Appendix 14 of the Rules Governing the Listing
of Securities (the “Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

The Board is of the view that throughout the year under review, the
Company has complied with all the code provisions as set out in the
CG Code, except for code provision E.1.2.

In respect of code provision E.1.2 of the CG Code, the chairman
of the board should attend the annual general meeting and should
also invite the chairman of the audit, remuneration and nomination
committees to attend. Mr. YANG, Tou-Hsiung, the Chairman of the
Board was not able to attend the Annual General Meeting of the
Company held on 24 May 2016 due to business commitments.

The Group always believes that high-level corporate governance
standards and a sound and efficient board of directors are the
crucial foundation for the assurance of the Company’s effective
operation and sustainable development. In addition to mitigating
operational risks, pursuing performance excellence and enhancement
of the shareholders’ interests by making significant efforts through
continuous improvement of the corporate governance and internal
monitoring system, we also fulfill the environmental and social
responsibility of the Group in the ordinary course of business, which
has become a power for the advancement of society.
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DISTINCTIVE ROLE OF CHAIRMAN AND CHIEF
EXECUTIVE OFFICER (“CEO")

The positions of Chairman and CEO are held by Mr. YANG, Tou-
Hsiung and Mr. YANG, Kun-Hsiang respectively.

The Chairman of the Board is responsible for leading the Board in
establishing and monitoring the implementation of strategies and
plans to create values for shareholders.

The CEO is responsible for managing the operation of the Group's
businesses, proposing strategies to the Board and the effective
implementation of the strategies and policies adopted by the Board.

THE BOARD

As of 31 December 2016, there were 11 members on the Board,
which are the Chairman, the CEO, 3 other Executive Directors, 2
Non-executive Directors (“NED") and 4 Independent Non-executive
Directors (“INEDs").

The INEDs are considered by the Board to be independent of the
management and free of any relationship that could materially
interfere with the exercise of their independent judgments. The Board
considered that each of the INEDs brings his own relevant expertise
to the Board and its deliberations.

During the year ended 31 December 2016, the Board at all times met
the requirements of the Listing Rules relating to the appointment
of at least three Independent Non-executive Directors representing
one-third of the Board with one of whom possessing appropriate
professional qualifications or accounting or related financial
management expertise.

None of the INEDs has any business or financial interests with the
Group nor has any relationship with other directors and confirmed
their independence to the Group.

The relationships between some members of the Board are disclosed
under “Profile of Directors, Senior Management and Company
Secretary” on page 28.

The Board met regularly during the year. The Board's primary
function is to set and review the overall strategic development of
the Group and to oversee the achievement of the plans to enhance
shareholders’ value. Daily operational decisions are delegated to the
Executive Directors. The Board met four times during the year and the
Directors’ attendance is shown in the table on page 39. The NED and
INEDs may take independent professional advice at the Company’s
expense in carrying out their functions.
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RESPONSIBILITIES OF THE DIRECTORS

The Board should assume responsibility for leadership and control
of the Company; and is collectively responsible for directing and
supervising the Company’s affairs.

The Board directly, and indirectly through its committees, leads and
provides direction to management by laying down strategies and
overseeing their implementation, monitors the Group's operational
and financial performance, and ensures that sound internal control
and risk management systems are in place.

All Directors, including non-executive Director and independent
non-executive Directors, have brought a wide spectrum of valuable
business experience, knowledge and professionalism to the Board for
its efficient and effective functioning.

The independent non-executive Directors are responsible for ensuring
a high standard of regulatory reporting of the Company and
providing a balance in the Board for bringing effective independent
judgment on corporate actions and operations.

All Directors have full and timely access to all the information of the
Company and may, upon request, seek independent professional
advice in appropriate circumstances for discharging their duties to the
Company.

The Directors shall disclose to the Company details of other offices
held by them.

The Board reserves for its decision all major matters relating to
policy matters, strategies and budgets, internal control and risk
management, material transactions (in particular those that may
involve conflict of interests), financial information, appointment of
Directors and other significant operational matters of the Company.
Responsibilities relating to implementing decisions of the Board,
directing and co-ordinating the daily operation and management of
the Company are delegated to the management.
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AUDIT COMMITTEE

The Company has established an Audit Committee with written
terms of reference as suggested under the former Code on Corporate
Governance Practices as set out in Appendix 14 of the Listing Rules.
The Audit Committee comprises Mr. CHAO, Pei-Hong, Mr. KO, Jim-
Chen, Mr. CHEN, Joen-Ray and Mr. HSIEH, Lung-Fa, all Independent
Non-executive Directors. The chairman of the Audit Committee is
Mr. CHAO, Pei-Hong. Each member brings to the Committee his
valuable experience in reviewing financial statements and evaluating
significant control and financial issues of the Group who among
themselves posses a wealth of management experience in the
accounting profession, commercial and legal sectors.

The main duties of the Audit Committee are to assist the Board in
reviewing the financial information and reporting process, internal
control procedures, internal audit function and risk management
system, audit plan and relationship with external auditors, and
arrangements to enable employees of the Company to raise, in
confidence, concerns about possible improprieties in financial
reporting, internal control or other matters of the Company.

The Audit Committee held two meetings to review interim and
annual financial results and reports in respect of the year ended
31 December 2016 and significant issues on the financial reporting
and compliance procedures, internal control, internal audit function
and risk management systems, scope of work and appointment of
external auditors, connected transactions and arrangements for
employees to raise concerns about possible improprieties.

REMUNERATION COMMITTEE

The Remuneration Committee comprises Mr. KO, Jim-Chen, Mr.
CHAO Pei-Hong, Mr. CHEN, Joen-Ray, the Independent Non-executive
Directors, and Mr. HUANG, Ching-Jung, the Non-executive Director.
The Chairman of the Remuneration Committee is Mr. KO, Jim-Chen.

The primary functions of the Remuneration Committee include
determining/reviewing and making recommendations to the Board
on the remuneration packages of individual Executive Directors
and senior management, the remuneration policy and structure for
all directors and senior management; and establishing transparent
procedures for developing such remuneration policy and structure to
ensure that no director or any of his/her associates will participate in
deciding his/her own remuneration.
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The Remuneration Committee met once to review and make
recommendation to the Board on the remuneration policy and
structure of the Company, and the remuneration packages of the
Executive Directors and senior management and other related
matters.

Details of the amount of Directors emoluments are set out in Note 29
to the accounts.

NOMINATION COMMITTEE

The Nomination Committee comprises Mr. YANG, Tou-Hsiung,
Executive Director, Mr. CHAQO, Pei-Hong, Mr. KO, Jim-Chen and
Mr. CHEN, Joen-Ray, the Independent Non-executive Directors. The
Chairman of the Nomination Committee is Mr. YANG, Tou-Hsiung.

The principal duties of the Nomination Committee include reviewing
the Board composition, developing and formulating relevant
procedures for the nomination and appointment of directors,
making recommendations to the Board on the appointment and
succession planning of directors, and assessing the independence of
Independent Non-executive Directors.

The Board adopted the board diversity policy (“Board Diversity
Policy”) in accordance with the requirement set out in the CG Code.
Such policy aims to set out the approach towards achieving diversity
on the Board.

In assessing the Board composition and recommending candidates of
directors to the Board, the Nomination Committee would consider
a number of perspectives as set out in the Board Diversity Policy,
including but not limited to professional qualifications, regional and
industry experience, cultural and educational background, ethnicity,
gender and other characteristics.

The Nomination Committee met once to review the structure,
size and composition of the Board and the independence of
the Independent Non-executive Directors, and to consider the
qualifications of the retiring directors standing for election at the
Annual General Meeting.
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CORPORATE GOVERNANCE FUNCTIONS DEETAREE

The Board is responsible for performing the functions set out in the ZZCAEET (REEIATH) BFANHEX

code provision D.3.1 of the CG Code. D.3. M&FTE BB BE

The Board reviewed the Company’s corporate governance policies ZBEEHRIAATNDEEARENTHR =
and practices, training and continuous professional development REREEASNEINBEZELRE KA 7
of directors and senior management, the Company’s policies and fEETEENEERTE BT (LHRITAES
practices on compliance with legal and regulatory requirements, #7TEHFRZ HEIZESFA) ([ GEESFRD 1)
the compliance of the Model Code for Securities Transactions by & (B 8RB X3E3]) LAREST (EEARSTAD
Directors of Listed Issuers (the “Model Code”) and Written Employee  RAMEEABRENFEERTEHNEHORELE
Guidelines, and the Company’s compliance with the CG Code and  #i°

disclosure in this Corporate Governance Report.

MEETINGS ATTENDANCE 1§ L )ognts

Attendance/Number of Meeting

HEE/ERRY
Audit ~ Remuneration Nomination  Annual General
Board Committee Committee Committee Meeting

Ezg EiZEE HHEEE REZEE  RRAFAE

Executive Directors HITEE
YANG, Tou-Hsiung (Chairman) BRIk (ZE) 4/4 N/ATE A NATEH 17 0/1
YANG, Cheng BIE 4/4 N/ATE A NATEH N/ATE A 0/1
YANG, Kun-Hsiang (C£0) BWE (7THEH) 4/4 N/AZ i R N/AT @ N/AZ i R 171
YANG, Chen-Wen BRX 4/4 N/AT i R NATE A N/AZR i R 0/1
YANG, Kun-Chou B 4/4 N/AT i R NATER N/AZ i R 0
Non-executive Directors FHTES
HUANG, Ching-Jung BER 4/4 N/AZ @ R 171 N/AR i 0
CHOU, Szu-Cheng RA5E 3/4 NATE R NATER NATE R 01
Independent Non-executive BUkHTES

Directors
CHAO, Pei-Hong HEE 404 ) 171 11 17
KO, Jim-Chen e 3/4 17 7 101 0N
CHEN, Joen-Ray BB 404 ) i 17 01
HSIEH, Lung-Fa EIEES 404 22 N/AT @ NATEE 0
Notes: B &E

1. Mr. KO, Jim-Chen authorized Mr. CHAO, Pei-Hong to exercise the voting 1. FEELEREEEREERERESESS

right on the third board meeting. Mr. CHOU, Szu-Cheng authorized Mr. FTERAE-ARRELEREESREER
HUANG, Ching-Jung to exercise the voting right on the fourth board ENREFSERTHRAE:
meeting.
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DIRECTORS’ TRAINING

In respect of code provision A.6.5 of the CG Code, all Directors of the
Company have developed and refreshed their knowledge and skills by
reading books and articles relating to legal and regulatory updates.

All Directors have already provided the training records for the year
ended 31 December 2016 to the company secretary.

INDEPENDENCE CONFIRMATION

The Company has received, from each of the Independent Non-
executive Directors, a confirmation of his independence pursuant
to Rule 3.13 of the Listing Rules. The Company considers all of the
Independent Non-executive Directors are independent.

NON-EXECUTIVE DIRECTORS

Code provision A.4.1 of the CG Code stipulates that Non-executive
Directors shall be appointed for a specific term, subject to re-election,
whereas code provision A.4.2 states that all directors appointed to
fill a casual vacancy shall be subject to election by shareholders at
the first general meeting after appointment and that every director,
including those appointed for a specific term, shall be subject to
retirement by rotation at least once every three years.

Each of the Non-Executive Directors of the Company is appointed for
a specific term of 1 year or 3 years, where Mr. HUANG, Ching-Jung
and Mr. CHAO, Pei-Hong were appointed for a term of 1 year and
Mr. CHOU, Szu-Cheng, Mr. KO, Jim-Chen, Mr. CHEN, Joen-Ray and
Mr. HSIEH, Lung-Fa were appointed for a term of 3 years. Each of the
Non-Executive Directors of the Company is subject to retirement by
rotation once every three years.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10
to the Listing Rules.

Specific enquiry has been made of all the Directors and the Directors
have confirmed that they have complied with the Model Code
throughout the year ended 31 December 2016.

AUDITOR’S REMUNERATION

The Audit Committee of the Company is responsible for considering
the appointment of the external auditor and reviewing any non-audit
functions performed by the external auditor. During the year under
review, the Group is required to pay approximately US$320,000
and US$5,000 to the external auditor for their audit and non-audit
services respectively.

DIRECTORS’ RESPONSIBILITIES FOR ACCOUNTS

The Directors of the Company acknowledge their responsibilities for
preparing the Company’s accounts for the year ended 31 December
2016.

The Statement of the independent auditor of the Company about
their reporting responsibilities on the financial statements is set out in
the Independent Auditor’s Report on pages 81 to 87.

RISK MANAGEMENT AND INTERNAL CONTROLS

The Board acknowledges its responsibility for the risk management
and internal control systems and reviewing their effectiveness.
Such systems are designed to manage rather than eliminate the
risk of failure to achieve business objectives, and can only provide
reasonable and not absolute assurance against material misstatement
or loss.

The principal businesses of the Group are manufacturing, R&D and
sales, of which the Group has not engaged in any high-risk and high-
leveraged investment. The members of the Board and the senior
management have not engaged in any conduct of business which is
beyond the risk acceptance level of the Company.

The Board of the Group oversees the Company to establish an
appropriate and effective risk management mechanism and internal
control system. The Audit Committee of the Board assists the Board
to oversee the management of existing or potential risks in the
Company. The management of the Company constantly supervises
risks and the implementation of the internal control system to
guarantee its effectiveness.
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According to the characteristics of the industry in which the Group
operates, a designated internal audit department and personnel are
set up and appointed in each operating region with an operating
cycle of control customised for the regions to carry out regular audit
based on an annual plan and professional division of labour. Analysis
on the seriousness and deficiency rate of each operational risk will
be made, the results of which will be promptly reported to the
management of the Company and subsequent improvements will be
followed up. In addition to the monthly submission of audit reports
to the Audit Committee for review, the internal audit department
also presents major audit findings at Board meetings for examinations
by the members of the Board in order to effectively mitigate the
operational risks of the Group.

The major scopes of work of the risk management and internal
controls of the Group are summarised as follows:

° Financial and financing cycle management - Alleviate risks
through stringent internal controls and legitimate taxation
planning applicable locally, credit risk management and control,
evaluation and prediction of factors attributing to financial
crisis; regularly assess capital position in markets, changes in
exchange rates and bank interest rates, and prudently manage
the fund allocation of the Company.

o Sales and payment collection cycle management — Oversee the
due execution of the procedures in the sales business, including
orders, credit provision, delivery, payment collection or refund
and customer complaints so as to minimise the risks in relation
to operating revenue.

o Procurement and payment cycle management — Perform
internal controls on operating procedures in relation to
supplier management, purchase requisition, price negotiation,
contracting, quality check for purchased products or product
returns, verification on payment or purchase discounts in order
to ensure the openness, fairness and incorruptibility of the
procurement system.

3 Investment cycle management — The Group has established
the “Investment Review Board” to rigourously evaluate mid-
to-long-term investment or the subject matters of strategic
alliance and to timely deal with investment projects.
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o Information risk management — Maintain the soundness of the
information management system of the Company, manage
and safeguard the security of network information and
swiftly provide the management with effective information on
operational management.

o Legal affairs, intellectual property rights and R&D cycle
management — The legal affairs department of the Group
collaborates with professional legal counsels to achieve risk
mitigation, transfer or aversion and to secure law compliance
by offering education, training and consultation in relation
to indentures, product liabilities, legal disputes and litigation,
patents, trademarks, intellectual property rights and other
relevant matters.

o Environmental protection management for production cycle —
Implement all environmental protection stipulations and plans
in accordance with the local regulatory requirements of the
operating regions; and establish special units to plan, execute,
supervise and track all environmental protection measures in
order to assure the fulfillment of environmental protection
responsibility.

o Occupational safety and hygiene management for production
cycle — Conduct review and risk analysis on the detrimental
level of abnormal environmental safety and hygiene incidents;
and require the relevant departments of the plants to formulate
improvement measures.

During the year under review, all Directors have reviewed the
effectiveness of the internal control system of the Group, including
the resources on accounting and financial reporting functions of
the Company, the qualification and experience of staff members
and the training programmes participated by the staff members and
the relevant budgets and considered that such systems are effective
and adequate. The Group will, from time to time, review its risk
management and internal control system in order to optimise its
effectiveness and in turn heighten the overall corporate governance
standard of the Group.

. BiERER - 5 A EEE R
2 EHEAKEANLE RHEE
BERREESINEEETEEM-

. AR BREAHEREE - SEEBE
ijﬂ?ﬂ,\#ixifiﬁﬁﬁ/\f’ﬁ HNEER
HEmEM ERADRFR ﬂ‘?ﬁ
T“&E’nﬂ*”*fﬂﬁ?fkk*%a%ﬁ Rt
B E”@E&uu 0 LARRIE - 885 5l R RS
WHEEBFES -

. EEBRZBEHRESTE - KIELERT
EHERER  ZESEBRIREM T M
FER WHREFBMTE T BEEHE
WEIBIRIBRER G UWEREYRERE
REE-

s HERRZBEZZHLEEE - HHR
ZERBRER 2 EEREETRN DA
B I RRE AR A PIAT B E I

REEFEA - %‘&fi%a%ﬁﬁﬁigﬂq*ﬁ %'
R BEAR 5T %% B 745 B R Bk A
@E’Uﬁﬁ‘E\Iﬁﬁ&,ﬁé%ﬁ\uﬁﬁlﬁﬁﬁﬁﬁ'ﬂ
FlETEIRTEES URABUERSRABERT
R REETRRITRARERE RN EIZERS
FEBRHEERTE NIRASEREBLEER
IR

Annual Report 2016 £ 43



Corporate Governance Report
CEEARE

COMPANY SECRETARY

Ms. WONG, Wai Yee, Ella of Tricor Services Limited, external
service provider, has been engaged by the Company as its company
secretary. Its primary contact person at the Company is Mr. NI,
Chih-Hao, Chief Financial Officer of the Company.

Ms. WONG has taken no less than 15 hours of relevant professional
training for the year ended 31 December 2016.

SHAREHOLDERS’ RIGHT TO CONVENE AND PUT
FORWARD PROPOSALS AT EXTRAORDINARY
GENERAL MEETING

To safeguard shareholder interests and rights, a separate resolution
is proposed for each substantially separate issue at shareholders’
meetings, including the election of individual directors. All resolutions
put forward at shareholders’ meetings will be voted on by poll
pursuant to the Listing Rules and poll results will be posted on the
websites of the Company and of the Hong Kong Stock Exchange
after each shareholders’ meeting.

Pursuant to the Company’s Articles of Association, shareholders
holding at the date of deposit of the requisition not less than one-
tenth of the paid up capital of the Company carrying the right of
voting at general meetings of the Company shall at all times have
the right, by written requisition to the Board or the Secretary of the
Company, to require an extraordinary general meeting to be called
by the Board for the transaction of any business specified in such
requisition; and such meeting shall be held within two months after
the deposit of such requisition. If within twenty-one days of such
deposit the Board fails to proceed to convene such meeting the
requisitionist(s) himself (themselves) may do so in the same manner,
and all reasonable expenses incurred by the requisitionist(s) as a result
of the failure of the Board shall be reimbursed to the requisitionist(s)
by the Company.

For putting forward any enquiries to the Board of the Company,
shareholders may send written enquiries to the Company.
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Corporate Governance Report
TERERRE

CONTACT DETAILS

Shareholders may send their enquiries or requests as mentioned
above to the following:

Address:  Level 54, Hopewell Centre,
183 Queen’s Road East,

Hong Kong

(with attention to the Board of Directors)
Fax: (852) 2528 3158
Email: vdi@vedaninternational.com

For the avoidance of doubt, shareholder(s) must deposit and send
the original duly signed written requisition, notice or statement, or
enquiry (as the case may be) to the above address and provide their
full name, contact details and identification in order to give effect
thereto. Shareholders’ information may be disclosed as required by
law.

PROSPECTS

The Group will keep on reviewing its corporate governance standards
on a timely basis and the Board endeavors to take the necessary
actions to ensure the compliance with the provisions of the CG Code
introduced by the Hong Kong Stock Exchange.
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Environmental, Social and Governance Report

RiR #8RER

HE

INTRODUCTION

Amidst the alarm of global warming and climate change, issues
such as energy conservation, carbon reduction and Earth caring
have already been supported around the world as the awareness of
environmental protection. Being an international corporate citizen,
the Group has been focusing on and striving for environmental
protection as our important goal. We are pleased that the new
Greenhouse Gas Reduction Accord has been passed at COP21. By
virtue of the undertakings among the world leaders, we believe
that practical actions of emission reduction worldwide must be
accelerated and delivered effectively.

For a long time, the Group has been in compliance with the
applicable national standards and regulations of the places where its
production bases located, and has formulated environmental policy
which includes environmental protection in its routine management.
The Group carried out self-initiated environmental protection in the
ordinary course of business and increased its energy efficiency, while
paying attention to the natural ecosystem and developing the green
economy. We are constantly learning and endeavouring to fulfill
corporate social responsibility in the hope of extending the well-
cultivated corporate influence and making notable contributions to
environmental protection in our market presence.

To uphold the mission of sustainable operation, corporate social
responsibility of the Group includes not only environmental
protection and energy conservation education, but also maintenance
of sound corporate governance and risk management, provision
employees with a safe and healthy working environment where
they can fully exploit their potentials, and balance of the interests
of employees, customers, supply chain, investors and the overall
development of the community. We undertake to use our best
endeavour to constantly contribute to economic development,
environmental protection for the Earth and society through good and
solid corporate governance.

This report has been prepared in compliance with the requirements
of the Environmental, Social and Governance (ESG) Reporting
Guide under Appendix 27 and the principles of the CG Code under
Appendix 14 of the Listing Rules on the Hong Kong Stock Exchange
for the purposes of general disclosure responsibility. The period and
areas covered by this report are as follows:
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From 1 January 2016 to 31 December 2016
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The production bases in Vietnam and China and the business footholds of branches in Taiwan
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Environmental, Social and Governance Report

RE HEREQARE

{ENVIRONMENT)
ENVIRONMENTAL PROTECTION

Policy: Care for Environment and Sustainable Operation

The Group upholds the concept of “care for environment and
sustainable operation” and proactively carries out the efficiency
management of water resources, carbon reduction management
and waste management, while initiating energy management
system and continuous management of power consumption, and
adopting energy-saving electrical equipment to enhance the energy
conservation performance in the offices, as well as promoting park-
like construction in factory areas with colossal tree plantings to
conserve the ecology.

In respect of environmental protection and energy conservation, the
Group undertakes to carry out the following actions:

(1) Emission management—Striving to reduce discharge of
wastewater, exhaust gas and waste

o Employee safety, environmental protection and resources
conservation are the prime principles of all operating
activities of the Group.

o In the ordinary course of business, the Group shall, as
long as technically practicable, provide treatment for,
and secure the reduction of, emission of exhaust gas,
wastewater and waste, and achieve or over-achieve
the provisions of the prevailing national laws of the
places where its production bases are located and the
requirements of internal standards.

o The Group regularly reviews the progress and
effectiveness of each resources management plan every
year and improves the deficiencies to ensure that there is
no substantial impact on the surrounding environment in
the factory areas.
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Policy: Care for Environment and Sustainable Operation
(continued)

(2) Resources usage management — Promoting energy
conservation, consumption reduction, recycle and reuse of
resources

o The Group advocates and implements the 3R policy
(Reduce, Reuse, Recycle) and recycles and reuses its
resources to achieve the goal of reducing materials
consumption and waste generation.

o The Group adopts the green procurement policy and
procures the suppliers to reduce their impact on the
environment.

o The Group implements I1ISO 50001 with an established
energy management system and concurrently carries out
maintenance and examinations for equipment in order to
continuously increase the efficiency of the equipment and
implement the energy conservation and carbon reduction
plan which procures sensible energy consumption and
reduces energy costs.

(3) Environment and natural resources management —
Enhancing efficiency of energy consumption, caring for
environment and protecting natural ecosystem

o In order to combat the global warming and devote our
efforts against the climate change, the Vietnam plant
(primary production base of the Group) obtained the
ISO 50001 energy management system certificate in
October 2016. We established an impeccable equipment
maintenance and examination system through a high-
standard certification inspection. The usage of energy
consuming equipment has been gradually optimised,
which facilitated reasonableness and efficiency of energy
consuming equipment and reduced energy costs.

o Based on the differences of soil and changes in climate
among different business footholds globally, the Group
adopts environmentally friendly designs for its plants and
grows a variety of appropriate and diversified plants and
trees in the surroundings and at the same time promotes
park-like construction in factory areas. Various animals
are commonly seen in the landscaping wildlife ponds
at certain business footholds. The Group brings land
greening, carbon reduction, biodiversity and ecosystem
and environmental protection into its ordinary course of
business.
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Policy: Care for Environment and Sustainable Operation WK BERE KELE (&)
(continued)

(3) Environment and natural resources management — (3) BRAAREREE-BAKEREAX
Enhancing efficiency of energy consumption, caring = FERREREAALERE (H)
for environment and protecting natural ecosystem
(continued)

. With reference to the international environmental . 2EFRBRBEHAE LR SEEBER
education regulations, the Group merges the national REREZBSRAEIHSNA
environmental protection concept into the employee B 1 8 THIRIBRENNH
concept through daily trainings and enhances the EZ% rRERBER ]U’EJ:XIEE&
knowledge, skills, attitude and values of the employees ZHEBEE  IFEL RARERRY
in respect of environmental protection while promoting B

environmental protection, safety and hygiene propaganda
and continuously universalising civic environmental
protection education.

(4) Internal inspection enhancement and cycle improvement 4) MERAPREZEABRRE

. The Vietnam plant (primary production base of the . EEFZAEEMUERETTY
Group) regularly reviews the progress and effectiveness IRIR(1SO 14000) ' ZZ2(1SO 18001)
of all plans in respect of environment protection (ISO EREBE(ISO 50001)F HAFE#% & 85T
14000), safety (ISO 18001) and energy conservation = EF&%}MTEX}& I 7E % ok = R
(ISO 50001) every year and proactively improves the K BENSZERBREEERRA
deficiencies in order to govern the Company with high- I B HARAR -
standard international regulations and conduct self-
reflection.

o In 2016, the Group complied with all laws related to o

environmental protection and each of the air monitoring, V5
sewage discharge and waste disposal met the national =:3
standard of the places where its production bases are

located.
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Policy: Building Corporate Harmony and Enhancing Employees’
Benefits

To gain trust from the employees, the Group maintains sincere
communication, proactively cares for the employees and values
employees’ benefits and opinions. The Group supports the
international labour and human right standards and achieves the goal
of “building corporate harmony and enhancing employees’ benefits”
through three measures, namely “full compliance with the labour
laws, continuous optimisation of the safety and healthiness of the
working environment and proactive implementation of employees’
training and communication”, which help build a sound labour—
employer interrelationship and maximise the benefits of the Group
and society.

The Group undertakes to earnestly implement the following
employee relations policies:

(1) Employment principles —Fair employment conditions,
compliant and reasonable remuneration

o The Group considers its employees to be its most
important cooperative partners. The employment of
an employee is based on the ability-oriented and fair
employment principles. There is no discrimination in
each division and department in terms of recruitment,
employment, promotion, training and reward. Upon
employment, the remuneration of an employee shall
be based on an equal pay for equal work principle and
there shall be no bias or discrimination against different
identities such as race, religion, nationality, gender or
disability in terms of appointment and promotion.

o The Group has long been complying the national labour
laws of the places where its production bases are located
to systematise the remuneration and report to the
competent authorities of the places where the enterprises
are located.
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Policy: Building Corporate Harmony and Enhancing Employees’
Benefits (continued)

(2)

(3)

Employees’ benefits —Enhancing benefits and good
working conditions

The Group attaches importance to gender equality
at work and has included such into the standards of
the Company. Provisions such as maternity system
management measure, paternity leave and menstrual
leave are clearly stipulated.

The Group has formulated relevant regulations which
provide workers based at the primary production
bases in Vietnam and China with benefits, such as free
food, clothing, housing, transportation, education,
entertainment and training.

Employees’ benefits and working hour management
systems have been established for all operating areas
of the Group in compliance with the local labour laws,
including minimum wage, annual leave and other
statutory benefits. Except for special operating situations,
such as production lines during peak seasons, workers are
entitled to the leaves as stipulated by the local laws.

Labour communication - Strengthening communication
channels and valuing human rights

The Group provides diversified channels for internal
communication and opinion expressing which allows
it to persistently understand employees’ real opinions
and recommendations on each aspect of the Company
through diversified means such as the proposal system,
suggestion boxes and employee satisfactory survey, and
to make improvements based on the problems raised by
the employees upon discussion.

The Group respects the right of employees to form
associations and organise unions upon their own free
will in accordance with the laws, and regularly convenes
labour conferences to share opinions with the labour
representatives and directly respond to the queries raised
by the employees. Meanwhile, it regularly organises
“Employee Forum” with the labour unions which allows
the labour unions to promptly reflect each problem raised
by the employees and constantly follow up the execution
progress of each discussion topic.
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Policy: Building Corporate Harmony and Enhancing Employees’
Benefits (continued)

(3) Labour communication — Strengthening communication
channels and valuing human rights (continued)

o The Group has reported its internal regulations to
the competent authorities in the countries where its
production bases are located. Furthermore, it has
established the “Incentive and Disciplinary Committee”
comprising labour unions, legal personnel and relevant
competent units to deal with the matters of the reward
and punishment on the internal staff of the Company in a
transparent and open manner.

o The Vietnam plant (primary production base of the
Group) has coordinated with external independent
auditing institutions to regularly carry out external audits
and collect employees’ opinions on the Company's
management system, which is in line with the
requirements of internationally recognised standards.

(4) Establishment of safe and healthy working environment
- Ensuring Company’s safety to maintain employees’
healthiness

o Adhering to the concept of “ensuring Company's safety
to maintain employees’ healthiness”, the Group places
significant importance on the promotion of occupational
safety and hygiene. All of its policies, which are in
compliance with the relevant laws applicable to the local
operating area, have formed a safe working environment
to its employees, clients, underwriters and relevant
personnel.

o The Group offers labour insurance and health insurance
applicable to the local operating area to each employee
and arranges regular health check for the employees in
an endeavour to look after the physical and mental health
of all employees. Moreover, the Group cooperates with
professional medical institutions to find out whether an
employee suffers from an occupational disease based
on the differences of each business division in order to
safeguard the healthiness of the employees.
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Policy: Building Corporate Harmony and Enhancing Employees’
Benefits (continued)

4

(5)

Establishment of safe and healthy working environment
- Ensuring Company’s safety to maintain employees’
healthiness (continued)

. In order to carry out the propaganda of the concept of
environmental protection, safety and hygiene, in addition
to organising environmental safety education programs
for the management level and the employees from time
to time, the Group has also merged the concept of
environmental safety and hygiene into major corporate
activities in order to create an impact of the combination
of environmental safety education with operating
activities.

o The Group regularly inspects the progress and outcome
of every environmental protection, safety and hygiene
plan and continuously improves those plans in accordance
with the requirements. The department in charge of
environmental management implements and supervises
various safety and hygiene drills in the factory areas
targeting at the harm of special or major equipment in
the factory areas, and performs precaution inspections,
such as fire safety equipment, use of chemicals and safety
inspections on electrical equipment to avoid risks of
potential disaster.

Development and training —Talent cultivation and
establishment of learning and growing environment
which employees can follow

o As the Group believes that talents are, above all, the
greatest assets of the Company, we value the nurture
and development of talents and provide each employee
with a comprehensive educational training and promotion
system to satisfy the needs of employees in different
countries and regions, which allows all employees to
deploy their skills and unearth their potentials.
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Policy: Building Corporate Harmony and Enhancing Employees’ X : ZYCEME WESTEFN (F)
Benefits (continued)

(5) Development and training —Talent cultivation and (5) BEEBI-AAEBE BIYBIAER
establishment of learning and growing environment WEBERRERE (#)
which employees can follow (continued)

(6)

The Group regularly convenes meetings of the education
and training committee while proactively organising
professional courses and language courses based on
the job requirements of each department and regularly
conducting language and computer skill assessments to
improve occupational skills of the employees.

To enhance the diversification of learning, in addition
to assigning employees to training institutions to
participate in various education and trainings, the Group
also engages professional lecturers to hold a variety of
seminars in the factories from time to time and nurture its
employees based on their aptitudes so as to boost their
potentials and enhance their work passions and at the
same time raise their sense of belonging to the Company.

Based on the global operating strategy of the Group,
it continues to cultivate talents for its future senior
management and strategically nurtures employees
possessing high potentials with emphasis on specific
trainings to heighten the professionalism and regularly
updates on their promotion and development to ensure
the instantaneity and integrity of its talent reserve in a bid
to satisfy the needs for the long-term business growth of
the Group and enhance the core competitiveness of the
organisation.

Labour standards — Ensuring compliance with labour and
safety laws

The Group strives to comply with all labour laws
applicable to the operating areas and achieve the goal of
"establishing a safe and healthy working environment”
by three aspects, namely “ensuring the compliance with
labour laws, constantly reviewing the development plans
and prohibiting the violation of human rights”.

The Group adheres to the principle of employment
freedom and refuses to hire forced labour and child
labour. All employment shall be based on the employees’
own free will and imposition of mandatory measures
on employees in violation of laws or human rights of
employees is prohibited.
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Policy: Building Corporate Harmony and Enhancing Employees’
Benefits (continued)

(6)

)

Labour standards — Ensuring compliance with labour and
safety laws (continued)

o The Group accepts inspections on its labour safety and
hygiene system carried out by government authorities
or external independent inspection units to ensure all
operating activities are in compliance with the local
government decree and international standards.

o The Group has an internal legal affairs department which
is not only responsible for revising the internal regulations
and systems of the Company in accordance with the
decrees issued by the government, but also for educating
the employees to understand and comply with the labour
laws through its education and training system.

Continuous review on development plans in pursuit of
better safety and health management system

o The fundamental obligation of the Group is to provide
its employees a safe and healthy working environment.
The Group has an internal environment safety and
hygiene management department which is responsible for
supervising the management system for environmental
protection, safety and hygiene, formulating all safety and
hygiene management regulations, regularly reviewing the
improvement recommendations put forward by all units,
examining the abnormal safety and hygiene incidents
and analysing the causes thereof, and suggesting feasible
improvement proposals or refined engineering designs
to the Group in an endeavour to assist the Group to
continuously heighten the management standards.

° Annual targets of the safety and hygiene management
have been set in each factory areas of the Group in
accordance with the local regulations. The occurrences
of abnormal safety and hygiene incidents have been
effectively reduced through an implementation of safety
and hygiene inspections, safety and hygiene education
and trainings and regular inspections on working
environment in order to maximise the working efficiency
of the employees in a safe and healthy environment.
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Policy: Building Corporate Harmony and Enhancing Employees’
Benefits (continued)

(7) Continuous review on development plans in pursuit of
better safety and health management system (continued)

o In addition to the respective safety and hygiene inspection
of each unit of the Group, the internal inspection
department also regularly reviews the management of
every environmental protection and safety operation
and the relevant operating environment to ensure the
implementation of the OHSAS 18001 management
system.

Policy: Strengthening Green Procurement and Maintaining
Mutual Growth with Suppliers

Under the primary condition of stable quality and honesty in the
process of determining the suppliers, the Group selects its suppliers
across the globe as if deciding a long-term cooperation partner.
Under the gradual surge of green energy awareness across the
globe, the Group also wishes to promote the relevant environmental
protection concepts or practices to the upstream suppliers through
its supply chain management strategy of green products and
encourage the suppliers to actively cooperate and participate in the
environmental protection movement with its influence as a local
enterprise in hope to establish a green supply chain in the food
industry with its suppliers and improve the performance of the Group
and its suppliers in terms of social and environmental responsibility.

The raw material suppliers of the Group include manufacturers
and distributors while engineering constructions are undertaken by
engineering contractors of construction and machinery. The Group
adopts standardised procurement model which not only includes
comparison of quality, cost, service, technology and delivery, but
also includes linked management for the information of suppliers
to ensure the integrity of the long-term information storage and
flexibly updates the changes in procurement demands so as to reduce
procurement risks.
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Policy: Strengthening Green Procurement and Maintaining
Mutual Growth with Suppliers (continued)

The cooperation agreements between the Group and its suppliers
or contractors firstly requires the suppliers to faithfully carry out
every transaction and not to damage the interests and image of the
Group, where the suppliers also undertake not to engage in transfer
of personal benefits or involve in loans, leases and investments
for any non-business purposes with employees of the Group or
their families, relatives and friends, while the Group also takes into
account of appeals lodged by the suppliers against the employees
of the Group who may have breached the procurement rules, and
carries out investigations to safeguard the interests of the suppliers
in a bid to build a harmonious trading relationship between both
parties and establish an open, fair and just procurement management
mechanism.

We undertake to implement the following supply chain management
policies with considerable efforts:

(1) Regular supplier assessment mechanism for purposes of
improving management system of both parties

o The Group has established a system for inspection upon
delivery, regular inspection and assessment, and explicitly
has required the suppliers to cooperate with the Group’s
investigation in the factories based on the “Suppliers’
Annual External Assessment Program”. The top priority
is to guide the supplier to improve the deficiencies
found in the inspection and assessment. After notifying
suppliers the items which require improvement, regular
investigation shall be continued and gradings will be
given in order to improve the management system of
both parties and ensure its business relationships with
quality suppliers.

° The procurements of new raw materials or newly added
suppliers of the Group are all subject to the examination
and qualification judgement based on the “Assessment
Form for New Supplier” in order to ensure the standards
of the Group’s procurement management.
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Policy: Strengthening Green Procurement and Maintaining
Mutual Growth with Suppliers (continued)

(2) Continuous promotion and encouragement to suppliers 2) BESERFBHETEEEXZEEHE
for implementation of their own management systems

In order to carry out safety management for suppliers
and prevent constructional safety incidents, the Group
not only continuously reminds and informs contractors
the relevant safety management requirements, but also
conducts on-site supervision over the operation safety of
the manufacturers and procures them to implement their
own management to prevent safety hazard to workers
or damage to the environment arising from improper
operation.

The Group also requires engineering contractors to
comply with and undertake to abide by all requirements
under the “Management Measures for Safety
and Hygiene of Contractors” and the policies and
requirements under ISO 14001 and OHSAS 18001 of
the Group and concurrently requires contractors to
assign safety management personnel and engineering
supervisors to the construction sites to confirm the safety
before, during and after the construction in order to
ensure the operation safety and environmental hygiene.

Continuous increase in proportion of green procurement

In principle, if the suppliers in the country of the Group’s
business footholds or the neighbouring countries share
the advantages in delivery time with the same favourable
conditions in terms of quality, service and price, priority
would be given to the local raw material suppliers and
contractors in order to reduce the carbon emission in
the process of transportation and jointly achieve green
efficiency.

In addition to continuously facilitating the replacement of
old and high-consumption equipment with new models
through plans on manufacturing process improvement
or special projects, the Group also regularly participates
in various exhibitions of innovative technology and new
energy conservation equipment in hope to continue to
manufacture with relatively high-efficiency equipment,
reduce energy consumption per unit, reduce the cost of
electricity used for operation, thereby implement energy
management and enhance the competitiveness of the
Group in the industry.
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Policy: Strengthening Green Procurement and Maintaining
Mutual Growth with Suppliers (continued)

(3) Continuous increase in proportion of green procurement
(continued)

o The Group advocates green procurement policy and
gradually carry out the environmental protection
concept of recyclability and resources
conservation”. We support ecologically friendly products
and green energy, and give priority to recyclable,
degradable,
response to the international environmental protection
standards. In compliance with the local environmental
protection regulations, we encourage suppliers to actively
develop green products so as to minimise the damage
to the environment. All in all, we make a contribution to
take the eco-friendly pledge for all mankind.

“low pollution,

reusable and recoverable products in

Policy: Comprehensive Quality Management to Live Up to
Customers’ Satisfaction

Continuous pursuit of high quality is the core objective of the
Group's corporate culture. Over the years, we have been enhancing
the planning and implementation of quality improvement of our
products and persisting to exceed customers’ expectations with
supreme quality.

Through a consolidation of three aspects, namely quality control,
production technology and management system, the Group strictly
complies with the highest standard of “Comprehensive Quality
Management” to carry out quality control, enhance productivity and
pursue a production process with lower cost and higher efficiency so
as to achieve a more promising operating performance of the Group.

We undertake to implement the following product responsibility
policies with considerable efforts:

(1) In compliance with national quality and safety regulations

o As product is the core competitiveness of an enterprise,
the Group has established GMP+, HACCP, ISO 9001 and
FSSC 22000 food safety management systems and enforce
them on relevant food production aspects to enhance its
competitiveness and satisfy customers’ requirements on
quality and the requirements of food safety standards.

o The Group ensures the quality of every product it
produced is in compliance with all requirements of
relevant local laws applicable to the operating areas.
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Policy: Comprehensive Quality Management to Live Up to
Customers’ Satisfaction (continued)

(2) Preservation of customers’ interests and consolidation of
customer relations

o As the Group weighs its customer relation management
system, it has established feasible and effective customer
communication channels to understand the needs and
questions of customers. The Group has established the
“operating procedures for toll-free customer service
hotline”. Through the toll-free customer hotline, the
Group ascertains the procedures and scope of customer
service operation and matters which require customers’
cooperation in order to ensure customers’ interests as
well as to safeguard the interests of the distributors and
agents.

° Addressing customers’ opinions and feedbacks and the
quality issues, each business unit has formulated standard
operating procedures in compliance with the local laws,
according to which it promptly provides proper responses,
makes reports and puts forward solutions through the
communication channels specified in the official website
of the Group and sales personnel to achieve the goal of
customer satisfaction.

o The distribution partners around the world are important
market vanguards of the Group which help the Group to
deliver its brand value to the potential customers at every
corner of the world. The Group organises distribution
partner meetings or product launching events from time
to time to share the analysis on the overall market trend
and its marketing strategies in order to assure customers’
satisfaction and establish a long-term and stable market
operating foundation for Group.

Policy: Upholding Integrity and Formulating Standards

The Group highly values operation in good faith. It has established
a designated inspection unit, in addition to the establishment of a
transparent and open communication platform. The Group requires
its employees to comply with the regulations of integrity and also
reinforces the propaganda on a regular basis to prevent corruption
and fraud.
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Policy: Upholding Integrity and Formulating Standards
(continued)

The Group requires all employees to abide by the prevailing
government regulations in each operating area and the internal
regulations of the Company in an endeavour to procure employees
to safeguard the Group's reputation with the highest moral standard.
For the implementation of the Group's anti-corruption policy, penalty
shall be imposed on inappropriate conducts in accordance with the
relevant regulations of the Company, while local legal proceedings
shall be instituted on a serious breach.

The Group shall implement the following policies with considerable
efforts to enforce the regulations of integrity on employees:

(1) Continuous propaganda of integrity

The Group requires every employee internally, and reminds all
customers, suppliers and all third parties involved in business
transactions externally not to obtain commercial benefits
directly or indirectly through malfeasance or bribery. It has also
established standard operation procedure systems for business,
procurement and finance departments to prevent employees
from abusing their power for personal gains which would result
in conflict of interests.

(2) Establishment of transparent and open communication
platform

Integrity is a major criterion of the Group’s assessment on its
employees and employees who reported corrupt conducts shall
not result in any implication to their salaries and promotion
prospects or be subject to other unfavourable penalties.
There is a feedback channel which allows all employees to
report corrupt conducts to the management directly through
diversified means, where the whistle blower shall be protected
by the Group’s system.
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Policy: Facilitating Social Development and Willing to be
Corporate Volunteer

The Group provides special care to the relatively underprivileged
minority in society and gives long-term and appropriate support and
positive encouragement. With a thankful heart, the Group is willing
to be a cheerful corporate volunteer and a benevolent friend to
society so as to requite the public for the support to the Group.

Through internal coordination and planning of the public relations
department, the Group has been devoting itself to public welfare
activities, such as providing international medical support, taking care
of the impoverished families, promoting environmental protection
and energy conservation education and sponsoring outstanding poor
students for a long period of time in hope for encouraging more
enthusiasts to carry out charitable work and radiating warmth to
every corner in need through our modest contribution and increased
participation. In the year of 2016, Vietnam Red Cross once again
awarded the “Red Cross Outstanding Contribution of Business
Enterprise Award” to a Vietnamese company under the Group,
indicating that the Company’s devotion to the public welfare has
obtained recognition by international charity and aid organisation.

The followings set forth a summary of the Group’s social operation
and participation in public welfare:

(1) Continuous international medical support

Given that international human care has always been the
benevolent activity which the Group pays attention to, other
than sponsoring the “Agent Orange Victim Fund” and the
"Child Protection Fund”, the Vietnam plant (primary production
base of the Group) has cooperated with the Government
of Dong Nai Province, Taichung Veterans General Hospital,
Taiwan and Huei-Kong Social Welfare Foundation for five
consecutive years to carry out international medical support
activities which benefitted over ten thousand people. It has also
entered into the “Medical Cooperation Memorandum” with
the government, universities and companies in 2016 in hope
to cultivate more outstanding medical professionals through
international medical exchange and expand the local medical
services.
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Policy: Facilitating Social Development and Willing to be
Corporate Volunteer (continued)

(2)

(3)

(4)

(5)

Encouragement to employees to participate in social
welfare activities

The Group always encourages its employees to participate in
all kinds of public welfare activities and several directors of
the Group and their families have set an example by working
as long-term volunteers of medical institutions and hospice
centres in an endeavour to motivate more employees to unite
their power through personal actions and serve the public with
contribution to society.

Continuous charity and public welfare activities

To demonstrate the spirit of fraternity and help impoverished
families, the Group adheres to the concept of gaining healthy
lives through flavourful and delicious food and organises
"Spreading Warmth at the End of the
“Building Warm-hearted House" and

various activities such as
Year”, "“Gratitude Fund”,
“Poverty Fund” every year to provide the most appropriate
support to the needy.

Facilitation environmental protection and energy
conservation education

In order to enhance the awareness of the importance of
energy and climate change issues among all people, the Group
cooperated with the local government and international
organisations every year to promote the concept of forest
conservation by organising activities such as “Tree planting”,
“Environmental Protection Drawing Competition” and
“Classification of household waste”, and sponsor a variety of
environmental protection funds in an endeavour to facilitate
environmental protection, forest conservation, forest expansion
and improve the ecological environment.

Continuous promotion study encouragement

the Group
“Industry-University Collaboration

In order to incentivise impoverished students,
not only entered into the
Memorandum” with numerous higher education institutions,
but also regularly carried out study encouragement in
accordance with the local government policies and gave
scholarships and donations for construction of schools in a bid
to provide better education to outstanding students in order to
encourage students to study hard.
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Environmental, Social and Governance Report
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Policy: Facilitating Social Development and Willing to be BE REMSRRE KHLEXT (H)
Corporate Volunteer (continued)

(6) Generation of a centripetal force towards society by (6) UX{tHBRBHERLD
culture education

The cultivation strategy of the Group is to rapidly and fully AR ERMNERER  ATEEE
integrate into local culture where it operates. As such, the RRMWTREA LB R X £E
Group provides various recreational activities and supports the RESEREH AR S E BT/ A
relevant activities of local governments, such as celebrating BEE - flm: A EEER . = N\iF
local festivals, participating in the International Women's Day, REEY BEREIXRGEY KLEAE
commending senior employees, establishing party organisations BoEHESHE INEEIRE THEMNX
and organising activities in a bid to enhance a sense of LB R  RSHREELESQRNR
belonging of the employees to the local culture and earn Al R o

recognition of the Company from society.

{CORPORATE GOVERNANCE) (RERER)
Details of corporate governance of the Company are set out on pages HBEARGITEEANFIBEHNE3M4EL5H
34 to 45 of the Corporate Governance Report. MEERmS -
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Environmental, Social and Governance Report

R -HERER/RRE

PROSPECTS

“Care for environment and sustainable operation” is the operational
mission of the Group and also a commitment and fundamental
responsibility of us as an international corporate citizen to the
environment and society. In process of the preparation of the
disclosure in this report, we have reviewed the actual actions taken
by the Group in a new perspective for implementing the three
sustainability measures, namely sustainable environment, public
welfare and sound corporate governance. We are committed to
improving and formulating seamless development solutions which
integrate the operating procedures, striving for excellence, facilitating
social development and benefitting the environment as a whole.

With reference to the relevant regulations and international
standards, the Group will continue to review the hindrances and
risks to be involved in the future corporate governance, social
development and environmental protection. It will also formulate
mid-to-long-term improvement strategies and action plans as early
as possible with effective communication with the stakeholders of
the Group, including employees, customers, suppliers, investors and
the community that enable them to understand and support every
practical action taken by the Group for the environmental, social and
governance in order to face the trend of the macro-environment and
challenges together in a prudent manner and seek the best way for
coexistence and mutual prosperity.

The Group believes that the fulfillment of social responsibility is
the critical driving force for the sustainable growth of enterprises
in the 21st century. In the future, we will continue to integrate the
core competence of biotechnology with social responsibility, nurture
talents for the greening field and develop green economy. The Group
not only expects to have a significant influence on the food industry,
but also hopes to arouse the awareness of climate change among
global citizens in an endeavour to contribute to the sustainable
development of the environment of the Earth and create a better
home together.
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