ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Scope and Reporting Period

This is the first Environmental, Social and Governance ("ESG")
report for Lam Soon (Hong Kong) Group and its subsidiaries
(collectively referred to as the “Group”), highlighting its
Environmental, Social, and Governance performance, with
disclosure reference made to the ESG Reporting Guide as
described in Appendix 27 of the Listing Rules and Guidance set out
by The Stock Exchange of Hong Kong Limited.

This ESG report covers the Group’s overall performance in two
subject areas, namely, Environmental and Social of its business
operations in food and detergent in Hong Kong and Mainland
China (accounts for 98% of the Group’s total revenue) from 1
July 2016 to 30 June 2017, unless otherwise stated. The business
operation in Macau was excluded due to its relatively small scale.

Stakeholder Engagement and
Materiality

In order to identify the most significant aspects for the Group to
report on for this ESG report, key stakeholders including investors,
shareholders and employees have been involved in regular
meetings and engagement sessions to discuss and to review areas
of attention which will help the business meet its potential growth
and be prepared for future challenges.

Stakeholders’ Feedback

The Group welcomes stakeholders’ feedback on our environmental,
social and governance approach and performance. Please
give your suggestions or share your views with us via email at
webmaster@lamsoon.com.

Lam Soon’s Sustainability Mission
and Vision

The Lam Soon Group is built on the strong heritage of value
creation for our stakeholders and communities within which we
operate. Over the years, we have taken a progressive approach
in integrating sustainability into our businesses, towards a
stronger, more resilient group. We are committed to: growing our
businesses responsibly, balancing environmental with economic
considerations, as well as creating a positive impact for our
stakeholders and contributing to our communities.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RE HERERBRES

Lam Soon’s Sustainability Mission
and Vision (continved)

Our core values continue to serve as our compass in all that we do:

P EAY AT A B R fE A ER R

=2
5= (4E)

AN OEESEEESIRMAS T TENERE

Honour To conduct business with honour BE LEEE2HNETER
Human resources To enhance the quality of human resources — ABER RBAANEREE —EAEHE
as the essence of management excellence i 1

Entrepreneurship To pursue management vision and foster
entrepreneurship
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Innovation To nurture and be committed to innovation £l RERB DA

Quality To consistently provide goods and services of B2 BEUEBRSE INEREREE
the highest quality at competitive prices BEWEmEERE

Progress To continuously improve existing operations EL HENEZRAELEEURBERR
and to position for expansion and new DI HB BT R
opportunities

Unity To ensure oneness in purpose, harmony and B3 FAESRKIIWER  BERE® -
friendship in the pursuit of prosperity for all MBR K ITFEARRES BB

Social To create wealth for the betterment of HEEFE Bl EUNES

responsibility society

To consistently
provide goods and
services of the highest To create wealth for the

To enhance the quality of
human resources
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at competitive prices of society
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To ensure
oneness
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To pursue management

and friendship in the To conduct business with vision and foster

pursuit of prosperity honour
for all

entrepreneurship
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HEREARARES

A. Environmental A. RiE

Emissions

The Group pledges to make continuous
improvement on managing and monitoring waste
gas, wastewater, solid waste and noise. Every
year, through engaging external licensed testing
laboratories, we conduct environmental testing
services for these parameters to evaluate the
capability of existing facilities on meeting regulatory
and environmental requirements and national
standards. Starting from 2013, the Group also retain
qualified institutions to carry out verification on
greenhouse gas emission, as part of the commitment
to the government’s Emission Trading Scheme.

Moreover, across the Group’s major operation
sites we have adopted ISO 14001 Environmental
Management System. The system enables our
effective and timely emergency mechanism in case
of severe environmental pollution accidents, as well
as keeping track of the Group’s energy efficiency
and emission reduction targets.

(i) Environmental Standards

The Group commits to strictly comply with
following key standards and the relevant
laws and regulations relating to the air,
wastewater and noise:

i) The Group commits to strictly comply
with the Emission Standard of Air
Pollutants for Boilers (DB44/765-2010
and GB 13271-2014) and Integrated
Emission Standard for Air Pollutants
(GB 16297-1996);
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RiE - HERERRES

A. Environmental continueq)

1. Emissions (continued)

(i)

Environmental Standards (continued)

ii) The Group ensures the discharge
meets the Discharge Limits of Water
Pollutants (DB44/26-2011) issued
by Department of Environmental
Protection of Guangdong Province and
the national Integrated Wastewater
Discharge Standard (GB 8978-1996).
All discharges from production and
domestic activities are pre-treated
on-site through regularly maintained
grease trap and septic tanks prior to
entering sewage collection system to
nearby wastewater treatment facility;

and

iii) Noise generated from production
strictly complies with Emission
Standard for Industrial Enterprises
Noise at Boundary (GB 12348-
2008). Regular maintenance of
machines and equipment is enforced
to prevent noise generated under
abnormal running conditions. Noise
reduction devices have been installed
for machines such as exhaust fans,
air compressors and grinders in
accordance to the requirements as
specified in the Environmental Impact

Assessment Report.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HEREARARES

A. Environmental continueq)

1. Emissions (continued)

(i)

Waste Management

Both non-hazardous waste and hazardous
waste were generated from various processes
during production. To prevent potential harm
to human health through contamination
of soil, air and water resources, the Group
commits to ensure proper and immediate
treatment of hazardous waste and waste
that requires strict control by engaging
capable and qualified companies for
collection and further handling. Centralized
waste collection, storage, transfer facilities
are available for on-site solid waste in
accordance to national standards, and to
maximize recycling rate. Licensed companies
are engaged to collect waste (such as PET
bottles, soap and used bleach earth from the
oil plants) for recycling purposes and proper
disposal to landfills.

2. Use of Resources

(i)

Energy Consumption

The Group promotes energy-saving
initiatives. The Group’s flour production
plants have been replacing old T8/T5
fluorescent lamps to energy saving LED
lamps. There were 500 LED lamps installed
up till end of reporting period. The Group
has made investment in replacing old motors
with higher energy efficient ones, reducing
power consumption, as well as investing in
technology upgrade on heat exchanger and
backwashing oil channels with preheated
water. These initiatives helped minimizing
grease solidification, lowering blockage
frequency and maximizing heat exchange
rate.
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RiE - HERERRES

A. Environmental continueq)

2.

Use of Resources (continued)

(i)

(i)

(iii)

Energy Consumption (continued)

Production involves the consumption of
natural gas, petrol and diesel. The Group
made use of electric forklifts for warehouses
to lower our reliance on fossil fuels. Diesel
boilers have been replaced with more energy
efficient gas boilers and it is expected to help
the Group achieving lower fuel cost, as well
as reducing emission of air pollutants with
cleaner energy.

Water Consumption

Water was supplied by Water Supplies
Department in Hong Kong's operations,
and was sourced from municipal water
supply system in Mainland China. Water
saving initiatives of the Group within the
reporting period included upgrading water
supply pipeline system within the plant
zone, upgrading washrooms with water
saving devices, and reusing wastewater from
production for washroom use.

The oil plants have upgraded the water
supply pipeline system during past years to
prevent potential leakage. 40% of industrial
wastewater is reused for factory washroom
and greening in detergent production plant.

Packaging Materials

Packaging materials consumed by the Group
were mainly plastic, cotton bags and paper
for the protection of finished products
during the reporting period. As part of the
target set in Shenzhen City Waste Reduction
Campaign 2014, the Group has put effort
into improvement on packaging methods and
greater efficient use of packaging materials.
Such practice allowed the Group to enjoy a
reduction of packaging material cost with
less environmental pollution and impact
caused by subsequent treatment processes.
In addition, the Group is planning to develop
more refill packaging products to reduce the
consumption of plastic bottle used as the
final packaging.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HEREARARES

A. Environmental continueq)

3. The Environment and Natural Resources

The Group strives to maximize resource utilization
and minimize waste within our operations to achieve
effective and efficient resource management,
we strictly comply with environmental laws and
regulations. The Group also encourages the staff to
adopt environmentally responsible behaviour and
to raise awareness of environmental protection, for
example, we encourage the staff to think before
printing and use more recycled paper. Furthermore,
electronic communication is encouraged to achieve a
paperless office.

B. Social
1. Employment and Labour Practices
(i) Employment

The Group deems employees as the most
important resource. The Group provides
competitive remuneration with various
benefits to attract and retain talents. Salary
is regularly reviewed with consideration
of the market trend and results from
salary surveys conducted by professional
consultants. Annual increment and year-
end performance bonus mechanism were
incorporated in the Group’s remuneration
policy. Statutory compliance is a minimum,
employees are entitled to provident funds,
social security insurance and housing fund.
Year-end bonus, life and health insurance,
employee privilege, meals and transportation
are provided. Fair terms on working hours,
holidays, termination of contract, fringe
benefits and leave entitlement are stipulated
on the employment contracts signed
between employees and the Group. Overtime
work shall be applied through submission
of application forms and approved by
departmental supervisors. Any disputes will
be settled according to the Group’s appeal
procedures in a just and prompt manner. The
Group is in compliance with all applicable
laws of Hong Kong and the People’s Republic
of China (“PRC") regarding labour rights and
employment.
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B. Social (continued)

1.

Employment and Labour Practices
(continued)

(i)

Employment (continued)
Equal Opportunity

Equal opportunities are given to employees
in respect of recruitment, training and
development, job advancement, and
compensation and benefits. The employees
are not discriminated against or deprived of
such opportunities on the basis of gender,
ethnic background, religion, colour, sexual
orientation, age, marital status, family status,
retirement, disability, pregnancy or any other
discrimination prohibited by applicable laws
of Hong Kong and the PRC.

Appraisal System

The Group has a systematic and standardized
appraisal system to evaluate employees’
performances, assess their capabilities
and determine whether they are in line
with the Group’s business development. It
also provides a basis for promotion, salary
increase and a communication platform for
employees and management to set mutually
acceptable and measurable performance
standards, career development opportunities.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

B. Social (continued)

1.

Employment and Labour Practices
(continued)

(i)

(iii)

Employee Health and Safety

The Group is committed to ensuring
occupational health and safety of employees
and complying with all applicable laws
and regulations of Hong Kong and the
PRC. Occupational health and safety policy
is in place, for example, in PRC, new
employees are required to perform health
checks before employment starts, during
employment (on an annual basis) and before
employment ends. Employees exposing to
high occupational risks shall conform to
the statutory requirements on occupational
health checks and appropriate personal
protective equipment (“PPE"”) is provided
to employees according to the duties they
perform. Offices and canteens are assessed
by qualified institutions to ensure they meet
applicable national standards regarding
indoor environmental pollution control. The
Group also enters into contract with suppliers
to ensure that they meet occupational safety
standards while performing their works.
There was no work-related fatality in the
reporting period.

Development and Training

With “Human Resources” as one of the
core values, the Group believes that
strengthening capabilities of its staff can
benefit the Group and staff itself. Through
communication channels such as discussion
during performance appraisals, training
needs are identified so that training provided
can effectively address below goals:

a. Facilitate achievement of the Group's
and its departmental targets;

b. Increase productivity in every aspect of
working processes;

C. Enhance staff’s satisfaction; and

d. Assist staff's career development.
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B. Social (continued)

1.

Employment and Labour Practices
(continued)

(iii)

(iv)

Development and Training (continued)

The Group’s training courses has four main
categories: mandatory, skill enhancement,
supervisory skills and managerial
development, targeted for various levels
of staff. During the reporting period,
employees have been provided with
both internal and external trainings on
numerous areas including health and safety,
customer services, product knowledge,
management systems, communication skills,
risk management, data security, financial
budgeting, etc.

Staff are also encouraged to attend
e-learning classes, seminars, team building
activities and knowledge sharing events to
advance their learning and skills, in which a
policy has been established particularly on
providing guidelines for employees to claim
for reimbursement and subsidy on training
and development activities, prerequisites,
rules and conditions, application process,
service commitment, etc.

Labour Standard

In pursuant to the Employment Ordinance
of the Laws of Hong Kong in terms of
employment management and the Labour
Law of the PRC, there were no child nor
forced labour in the Group’s operation. The
Human Resources Department performs
information check for every employee
candidates before interviews to ensure
compliance with all the applicable laws
in Hong Kong and the PRC regarding
employment of child or forced labour.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HEREARARES

B. Social (continued)

2. Operating Practices

(i)

Supply Chain Management

The Group’s procurement policy has
three major principles on procurement
management:

a. Buy only what the business operation
needs with speculative behaviour
prohibited;

b. Source from local supplies to reduce

transportation cost; and

C. Source from high quality and
competitive supplies to meet the
Group’s business strategy.

The policy states the Group’s procurement
strategy and provides guidelines and
procedures on procurement processes such
as sourcing new suppliers, assessing existing
suppliers, managing suppliers in breach
of the policy, tendering, quality assurance
and payment/refund arrangements. When
selecting and rating suppliers, the Group
considers criteria including product price and
quality, timeliness of delivery, payment terms,
food safety, environmental performance and
after-sales service.

It is essential to engage staff in maintaining,
monitoring and improving the overall Group’s
procurement management. The Group
highly encourages staff to take proactive,
comprehensive and stringent measures in
implementing measures to avoid unnecessary
loss and ensure utilization of its resources in
accomplishing the production, supply and
sales targets.
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B. Social (continued)

2.

Operating Practices (continued)

(i)

Product Responsibility
Food Health and Safety

The Group gives high importance to
food safety. Therefore, its food safety
management starts from supplier control.
Background, permits, licenses and certificates
of suppliers are checked by the Group to
ensure suppliers have no record in breaching
food safety standards and regulations. The
Group reiterates its meticulous selection
process of suppliers and every product must
be tested multiple times to ensure it is of
international food safety standard. The Group
is in compliance with all applicable standards
of Hong Kong and the PRC regarding
food safety. Moreover, all of the Group’s
production plants are certificated with 1SO
9001 Quality Management System standard
and ISO 22000 Food Safety Management
System standard and other certifications that
endorse international standards of quality
and environmental management. The Group
also fulfills relevant food safety and food
labeling requirements, and accomplished
the standards issued by World Health
Orgainsation.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HEREARARES

B. Social (continued)

2.

Operating Practices (continued)

(i)

Product Responsibility (continued)
Food Health and Safety (continued)

To ensure food materials are not
contaminated in any production process,
tests are performed against food or related
raw materials (including packaging materials
with direct contact with food) before entering
production processes, semi-products during
production and the final products. Testing
is done by the Group’s Quality Assurance
Department and we also engaged qualified
testing organisations to validate our results
and to provide customer independent
reports. The test results shall meet relevant
national and industrial standards before
proceeding to production or sales. Any
materials or products not meeting required
standards will be labelled, isolated and
assessed by related departments. Reasons
for failure in meeting standards will be
analysed and rectifying measures will be
implemented by related departments. The
Group also employs standard procedures on
cleaning and sterilization of food production
plants and associated equipment to ensure
a high standard of hygiene throughout the
production.

In case of any reported incidents regarding
product quality or safety, the Group deals
with the cases promptly and responsibly,
putting public health, safety and benefits at
top priority. Products required to be recalled
after assessments will undergo procedures
from the Group-established product recall

policy.
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B. Social (continued)

2. Operating Practices (continued)

(i)

Product Responsibility (continued)
Product Labelling

The labelling control policy ensures that
design and information of labels are in
compliance with all the applicable standards
and laws of Hong Kong and the PRC.
Labels are required to be approved by the
Legal Department and Quality Assurance
Department with records filed.

Promotion of Healthy Lifestyle

The Group strives to improve public well-
being by promoting healthy lifestyle. It
established a “Good Mother” website and
Knife Oil Facebook, which aims to share
resources about healthy and balanced
lifestyle with the public. Moreover, the
Group produces videos through social media
platforms in which registered dieticians
introduce nutritional values of its products,
shares recipes using nutritional ingredients
and organizes trainings to promote healthy
diets.

Customer Communication

The Group values any complaint or feedback
from customers as they provide the Group
with better understanding of customers’
concern and facilitate improvement of its
products and services. The Group also pays
special attention to enquiries regarding
health and safety aspects as they not only
increase customers’ understanding of its
products but also strengthen customers’
confidence in its brands. The Group pledged
to handle any enquiry or complaint cases
according to the standard procedure
established, provide prompt response and
keep traceable record of the cases in its
system. To ensure complaints are resolved
with customers’ satisfaction, complainants
will be invited to rate his/her satisfaction
and provide feedback regarding to their
complaint cases after the cases are resolved.
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B. Social (continued)

2.

Operating Practices (continued)

(i)

Product Responsibility (continued)
Intellectual Property (“IP”) Rights

The Group strives to protect its own IP rights
and respects third party IP rights according
to all related applicable laws and regulations.
It registers new IPs (including trademarks,
design and patents) in different parts of the
world, renew existing IP rights, supervise
usage of IPs and assess whether its IP rights
have been infringed by other parties. The
Group may take legal actions against any
alleged infringer.

The Group also ensures its service providers,
suppliers or business partners undertake and
warrant that all their deliverables or products
are their original creation and/or do not
infringe third party’s IP rights. Infringers are
liable to specified appropriate consequences
in the event of breach.

Data Protection

The Group strictly follows its policy, manual
and guideline and procedure on protecting
customer data. Before collecting personal
data from customers, the Group informs
customers of its intended purposes of which
the personal data collected will be used.
The Legal Department ensures that the
Group is in compliance with the Personal
Data Protection Ordinance of the Laws of
Hong Kong and any applicable laws in any
document, publicity and marketing activity.
Procedures on handling, storing, transferring
and erasing customers’ personal data
collected is reviewed periodically.
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B. Social (continued)

2.

Operating Practices (continued)

(iii)

Anti-corruption

The Group takes a zero-tolerance approach
to bribery and believe in conducting our
business in an ethical manner with high
integrity. The Group has implemented
policies on anti-corruption and procedures
concerning offering or accepting gifts and
gratuities. All employees are required to
become acquainted with and to abide by
these policies and procedures. Any fraud,
corruption, irregular transactions or breach
of ethics shall be reported to the Internal
Audit Department. Such reports, if any, shall
be treated in strict confidence to protect the
identity of the whistleblower.

The Group was in compliance with the
applicable laws on prohibiting corruption and
bribery of Hong Kong and the PRC. There was
no concluded legal case regarding corrupt
practices brought against the Group or its
employees during the reporting period.
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B. Social (continued) B. ?‘i%(%)

Community Investment

The Group has long been committed to striving
for the betterment of society and holds strongly
the belief to support for social responsibility. In
recognition of our support for community affairs
and corporate citizenship, we were given the Caring
Company Award for the ten consecutive years by the
Hong Kong Council of Social Service. We maintained
our strong tradition of participating in various
charitable causes during the year. In 18 July 2016,
we collaborated with the Hong Kong Federation
of Youth Groups to conduct a baking workshop
for youth volunteers at the Lam Soon Bakery
Academy. After their training, those volunteers were
responsible to organise series of cookie-making
classes for 115 underprivileged families in 8 different
districts to share the joy of baking. In 5 November
2016, we collaborated with The Hong Kong Institute
of Chartered Secretaries to organise a “Cookies
Baking Workshop” for 14 children from 2 centres
of SAHK at Lam Soon Bakery Academy learning
and enjoying a joy of making cookies. Throughout
the year, we also donated our products to various
charitable organisations such as flour, edible oils and
flour to Hong Chi Association; as well as edible oil
products to Helping Hand.
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Volunteer Baking Workshop 18 July 2016
ELHIE TS 2016578188
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5 November 2016
201611 H5H

Distribution of Christmas gifts to beneficiaries 16 December 2016
IRBREFEY TEEANL 20165128 16H
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13 January 2017
201718131

The Community Chest Walk for Millions — New Territories 26 February 2017
BB NBETHABEET 2017528268
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