






























































































































































CASE STUDY O O OO

Solar panel installation project proposal in Ocean Lanka
BERFARGEENRZREAEZSE

Committed to building a green environment, Ocean Lanka has planned to participate in the Battle for Solar Energy program
launched by the Sri Lanka Ministry of Power and Renewable Energy. It is a community-based power generation project
which aims to reduce the use of imported fuels by increasing the electricity supply from solar power.

In collaboration with the Ceylon Electricity Board (CEB), Ocean Lanka will provide an estimated shadow free area of 250,000
sq. ft for the installation of solar panels, equivalent to the capacity of 2,845 kwp. Under the Net Plus Scheme, electricity
generated from the solar system will be exported to the national electricity grid and serve as a part of the local electricity
supply. In return, 20% of the power generation net income will be paid to Ocean Lanka.

In addition to bringing socioeconomic benefits to Ocean Lanka, the project also contributes to Sri Lanka’s transition to a
clean energy mix.

Ocean Lanka will continue to explore green energy for co-creating a sustainable future with the Sri Lankan government.
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0000000 oooooooooooon Estimated shadow free net area (highlighted in pink) for solar panel installation
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Water
Water Consumption and Discharge

Surface water used by the Production Sites for production processes
in the PRC was taken from Yangtze River along Jiangyin City, Tongyu
River along Yancheng City and Dongyin Canal in Dongguan City
respectively. The intakes of the surface water are all legally permitted
by local governments and the water is purified and softened before
using for production processes. Water used for production in Ocean
Lanka was from municipal water supply. During the Reporting Period,
the Group did not encounter any issues in sourcing water for its daily
operations. Wastewater is treated by self-built treatment facilities before
discharge. During the Reporting Period, the Production Sites consumed
10,829,987 m?® of surface water and freshwater (water intensity: 11.11
m3/m? and 9.36 m?tonne of production), and 2,250,843 m® of water
was recycled.
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The Group supervises its water consumption and discharges in strict
compliance with the following laws and regulations:

. Environmental Protection Law of the PRC;

. Environmental Impact Assessment Law of the PRC;

. Water Law of the PRC;

. Water Pollution Prevention and Control Law of the PRC;

. GB4287-2012 Discharge Standards of Water Pollutants for Dyeing
and Finishing of Textile Industry of the PRC;

. DB44/26-2001 Discharge Limits of Water Pollutants (Guangdong
Provincial Standard) of the PRC; and

. National Environmental (Protection and Quality) Regulations, No.1
of 2008 of Sri Lanka.

To ensure the effluent quality in compliance with the requirements of
the provincial environmental departments, a real-time online sewage
monitoring system is in place to closely monitor various parameters of
treated sewage. Wastewater generated during production processes
undergoes stringent physical and chemical treatments (e.g., sequential
anaerobic-aerobic sewage treatment) prior to discharge. Wastewater
is pre-treated by on-site wastewater treatment facility, meeting the
standard of tertiary treated wastewater (typically at Chemical Oxygen
Demand (“COD”) < 200mg/L), and then conveyed to a third-party
sewage treatment plant for re-treatment, meeting a more stringent
standard (COD < 120 mg/L) before directly discharging to the nature or
sewer.
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A total of 9,002,346 m® of wastewater was discharged during the
Reporting Period, with an intensity of 9.23 m®/m?2 or 7.78 m3/tonne of
production. In comparison to the Last Reporting Period, wastewater
output declined by 10.7% during the Reporting Period, resulting in
a 25.5% decrease in intensity in terms of the total floor area of the
Production Sites and an 8.6% decrease in intensity in terms of tonne
production. During the Reporting Period, the treated wastewater
fulfilled the requirements of permitted discharge limits for various
effluent parameters, including COD, Biochemical Oxygen Demand
(“BOD™), total ammonia, and total nitrogen.

Targets and Results of Water Saving and Discharge Quality
Control

Although the Production Sites do not encounter difficulties in obtaining
freshwater, the Group spares no efforts in conserving water and
improving water efficiency. The Group is committed to saving water at
source, maximizing the use of recycled water, and improving employees’
water-saving awareness through internal guidelines and education.
Posters are put up in office areas and washrooms to advocate rational
use of water. A wastewater recycling system is set up to recycle
wastewater.

During the Reporting Period, the Group recycled more than 2,250,843
m® of water for both production and non-production uses. The
following table sets out the water-saving measures adopted by different
Production Sites during the Reporting Period.

Production Sites Water-saving measures
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EEEM Bfi 7K HE 5
Shatin Lake Side 0 Replaced ECO-6 dyeing vats with TEC-WIN dyeing vats, which was estimated to save a
oooo total of 756,865 m?® of water per year
OECO-60 00 0OOTEC-WINO OODO O O O756,8650 0 O
0 Replaced the old rotary screen printing machine, which was estimated to save 5,707 mw?
of water consumption per year
000000o0ooOoooooooogs70700oooon
Yancheng Fuhui 0 Reduced the water consumption during dyeing process by adjusting, optimizing and
oooao upgrading the production process
00o0oooooooooooooooooooooon
Ocean Lanka 0 Installed auto-controlling system on furnace oil steam boilers, estimated to save 6,030 m?
gooo of water per year

Jo0o00b0DOO00ooOO0o0obooOoobDoboobobDoOoOoe,030000

0 Improved the performance of condensate recovery factor of dyeing equipment, which
estimated to save 7,665 m® of water per year
000000000 0oooooooooooov.eesoOn
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The Group understands that significant amount of water is consumed

during its production process. To optimise water consumption, 4 of
the production sites had established their water reduction targets to
promote the message of conserving water in the Last Reporting Period.
Targets are monitored and reviewed regularly to ensure no water is
wasted during the manufacturing process. The table below shows the
results of the water saving measures in this Reporting Period.

obooooooOOoOoOoOoOoO0oOooooboooooo
gobto4bb0OODOOOODOOOOOObOODOD
gbobooboooobobooooooonn
goooboobooooboooboooooobob
gboboooooboobooooooooooooo

Base year 2023
Production Sites Water saving target performance performance Status
EERM gk B2 ERE 2023F BN AR
Jiangyin Fuhui Reduce 5% of total water consumption 3,724,148 m? 2,040,192 m? Achieved
goooo by 2023, compared to 2022 3,724,1480 0 O (45.2% reduced) oood
000202200020230 000000 2,040,1920 0 O
05% 00 045.2%0
Yancheng Fuhui Reduce 200,000 m?® of total water 2,232,937 m? 2,543,867 m® In progress
goooo consumption by 2023, compared to 2022 2,232,9370 0 0 2,543,8670 0 O oood
000202200020230 000000
0 200,0000 O O
Shatin Lake Side Recycle at least 50% of the wastewater / / Achieved!
gooo and reach 45% wastewater reuse rate / / goot
000050%00000045%000
good
Ocean Lanka Reduce 3% of the average water 0.145 m3 0.187 m?® In progress
goooo consumption per kg of production by 0.1450 0 0 0.18700 0O ooo

2024, with 2019 as a baseline
020190 0000020240 00000
J00ddodd3%

Note 1: The recycled wastewater and wastewater reuse rate was calculated and provided by
Shatin Lake Side.

During the year 2023, both Jiangyin Fuhui and Shatin Lake Side
successfully reached their water reduction goals. Jiangyin Fuhui
accomplished a significant 32.9% decrease in production water
consumption compared to the baseline set in 2021. Shatin Lake Side,
on the other hand, also recycled a minimum of 50% of wastewater
and achieved a 45% wastewater reuse rate. However, Yancheng Fuhui
was unable to meet its target during the Reporting Period, prompting
discussions on improvements and reviews to address the situation.
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Waste
Waste Disposal

Throughout the course of their activities, the Production Sites generate
both hazardous and non-hazardous waste. Waste treatment and
disposal are in accordance with the following laws and regulations:

. Standard for Pollution Control on the Storage and Disposal Site
for General Industrial Solid Wastes (GB 18599-2001);

. Law of the PRC on the Prevention and Control of Environmental
Pollution by Solid Wastes;

. Regulation on the Safety Management of Hazardous Chemicals of
the PRC;

. Identification standards for solid wastes — General rules (GB/T
34330-2017) of the PRC;

. Identification standards for hazardous waste — General rules (GB
5085.7-2019) of the PRC; and

. National Environmental (Protection and Quality) Regulations, No.1
of 2008 of Sri Lanka.
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During the Reporting Period, the Group generated a total of
3,442 tonnes of hazardous waste (3.53 kg/m? or 2.98 kg/tonne of
production), including sludge, dye waste, acid waste, waste materials
with dye, oil- and mercury-containing waste. The amount of hazardous
waste produced was reduced by 11% compared to the Last Reporting
Period.

A total of 85,474 tonnes of non-hazardous waste was generated (87.68
kg/m? or 73.91 kg/tonne of production), which included fabric wastes,
boiler slag, coal ash, sludge, paper and plastic waste, scrap metal,
sludge, gypsum, and other general waste. The non-hazardous waste
generation intensity by plant area and that by tonne of production
during the Reporting Period have dropped by 11.43% and slightly
increased by 0.3% respectively, when compared to the Last Reporting
Period.

The tables below show the amount of hazardous and non-hazardous
wastes generated by waste type during the Reporting Period:

1. Hazardous Waste

Waste Types Sources of Waste
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goboboooboooboooooooooobooon
gooooboobooooobooooooobooon
oooooooiieed

pbooooss4r4ab0000O00DODLOOOOOO
gresl 000000073910 0MOubOOOOO
ooobooooo0OoObooboooO0oO0oooooo
oooboboooooooOoooooboooooog
oboooooooocoooooOoooboooOoo
1143%00000000000000000O0O0
00 00.3%0

goooooooooooobooooOooood
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1. oooo

Amount of
Waste Generated
(in tonnes)
EENEME

(LA mEEH &)

Sludge Dyeing and printing process 3,363
oo oooad
Dye Waste (e.g., cloths with dye) Dyeing process and expired dye materials 44
00oOodooooooooog ooooooooo
QOil (e.g., lubricant oil and engine oil) Machines and equipment 23
oooooooooooon ooooo
Acid Production laboratory 1
oooo ooooo
Others (including mercury-containing

fluorescent lamp and oil containers) Daily operations and maintenance process 11
00DoO0o0oo0oCoOoOoOooooo 0o0oo0oooooooo
Total hazardous waste 3,442

oooooo
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2. Non-hazardous Waste

2. oooo

Amount of
Waste Generated
Waste Types Sources of Waste (in tonnes)
ELXNEYE
EE¥)iE5E EE 4R 58 (AmE 51 5)
Coal Ash Coal-fired boilers 21,032
oo oooo
Sludge By-products of wastewater treatment 49,375
od oooooono
Boiler Slag Coal-fired boilers 8,622
ooono oooo
Fabric Fabric processing procedures 2,146
oo oooooo
Paper Packaging materials and waste paper 1,543
od oooooono
General Waste Daily operations and food waste 687
oooo ooooood
Others (e.g., industrial waste and wood boards) Production processes and by-products of
desulphurization 1,275

ooooooooooooDo

oooooooooo

Plastic Production processes and packaging materials 639
oo ooooooooo
Scrap Metal Production processes and replacement of machines

and equipment 155
oood gooooooooooood

Total non-hazardous waste
Oo0o000O0O0Oo

85,474

Waste Reduction Targets and Results

HEE B AR R AR
0000000000000 0000000Oon

Licensed waste management companies are in charge of the treatment,
storage, transfer, resource recovery, disposal or recycling of hazardous
and non-hazardous waste based on the Group’s requirements. In the
PRC’s operation, hazardous waste is classified according to the Directory
of National Hazardous Wastes (2016). Hazardous waste containers with
appropriate signs and labels are temporarily stored in secure designated
hazardous waste storage facilities at the Production Sites in the PRC and
Sri Lanka. They are collected by licensed collectors in compliance with
national regulations, while non-hazardous waste is properly collected
and recycled whenever possible.
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To reduce hazardous waste generation, hazardous materials are fully
utilized before disposal. For non-hazardous waste, the Group strives to
increase the recycling rates of non-hazardous waste in order to control
and reduce the amount of waste generated. Except for unrecyclable
general waste, waste fabric, paper, plastic and scrap metal are all sold
to recycling collectors. Boiler slag, coal ash and sludge (after being
compressed) are collected by qualified waste processors for recycling
into bricks or construction materials without polluting the environment.
Sewage sludge, a by-product of wastewater treatment rich in organic
matter and nutrients, is recycled into animal feed.

Further, the Group actively engages its employees in the reduction
of waste at the source and encourages them to conserve resources.
Whenever possible, employees are encouraged to print double-sided
or use recycled paper when printing. The Group also set up a waste
sorting station to separate recyclables, hazardous wastes, and other
waste. In addition, the group advocates the use of reusable cups to
minimize the consumption of bottled water and generation of plastic
waste in office operations, as well as the use of reusable dinnerware in
the staff canteen.

oboooooooOoOoOobooooooooooo
goobooboocoboobooooooon
gboobooboooooboobooooooon
gooooboobooooooooboobobob
obooboooooooboooooooooood
goooooooooboooOoboOobOoOobOoOoOoOoo
obooooooooooooooooooobooboo
gbobooobooboooobooboooboooboon
gooboboooodd

oboooooooooboooobooboobooooo
obooboocooooooooooooooobooboo
ooooooobooooooobobooooooboo
oo00oooooOooooooOooooboOoooooo
ooooooDoOOO0OO0O00O0O0ooooo0oo0o0o
goooooooOoOooooooooooood
ooooooogoo

g0000Ooo00oOoO0OcOoO000oOObc0oOoOooooo

61



During the Reporting Period, Shatin Lake Side and Ocean Lankarecycled OO0 0O0O0O0O0O0OO0OOCOOOOOOOOO18.7
a total of 18.7 tonnes of office paper. The Group achieved a 100% OO0 OO O0OO0OOOOOOCOOOCOOOOOO
recycling rate of boiler slag, coal ash, general waste, paper, scrap metal, 0000000000000 0O0OOOO100%00
and sludge. The average overall recycling rate of all non-hazardous OO0OOOO0O0O0O0OO0O92%0

wastes was 92%.

Non-hazardous Waste Types Recycling Rate
mEEYEE I g
Coal Ash 100%
oo

Sludge 100%
oo

Boiler Slag 100%
oooo

Fabric 95%
oo

Paper 95%
oo

General Waste 55%
oooo

Others 88%
oo

Plastic 94%
oo

Scrap Metal 97%
ooog

Overall Recycling Rate 92%

ooooooooo

Through the above-mentioned waste reduction measures, the 0000000000 OOOOOOOOOOOO
Production Sites have set the following waste reduction targets inthe O O0O000O0O0O
last Reporting Period.
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Production Base Year 2023
Sites Waste Reduction Targets performance  performance Status
EEEM ik BE BIREN 2023 &% KR
Jiangyin Fuhui Achieve a 30% reduction of total waste generation by 47,007,381 kg 58,189,447 kg In progress
oooao 2023, with 2022 as base year 47,007,3810 0 58,189,4470 O ooo
0202300000202200000000000000
0030%000
Yancheng Fuhui Achieve a 3% reduction of total waste generation by 9,328,691 kg 10,051,065 In progress
oooao 2023, with 2022 as base year 9,328,6910 0  10,051,0650 O ooo
0202300000202200000000000000
003%000
Ocean Lanka Achieve the following targets by 2023: / (in kgl/tonne of fabric delivered) In progress
oooo 0203000000000 00o00000o0oO0oooooooo

- 15.85 kg of polythene waste per tonne of fabric
delivered
000000000000000015.8500

- 2.46 kg of plastic waste per tonne of fabric delivered
00000000000000024600

- 52.2 kg of cardboards and paper waste per tonne of
fabric delivered
00000000000000000052200

- 2.8 kg of maintenance waste per tonne of fabric
delivered
0000000000000002800

- 208 kg of chemical waste per tonne of fabric delivered
00000000000000020800

- 0.384 kg of wooden waste per tonne of fabric
delivered
0000000000000000.38400

- 0.040 kg of food waste per head count per day
0000000000000.04000

- polythene waste: 17.32
oooooo17.32

- plastic waste: 2.58
ooooo258

- cardboards and paper waste:
48.94
0000000004894

- maintenance waste: 0.04
0oooooooogo.o4

- chemical waste: 0
gooooo

- wooden waste: 0.40
gooooodo

- food waste: 0.74 In progress
gooor4

Note: The waste target for Ocean Lanka was not achieved in the Last Reporting Period, =
therefore the timeline was postponed to this Reporting Period.

go0o00000000O0O0O00O0O0O0OO0OO0ODOO0O0O0O
oooooooOooooooo

In line with the Group’s sustainability mission and vision, the operation OO0 00O0O0O0O0OOCOO0OO0OOOOOOOOOO
sites are actively pursuing a greener environment by implementing O 00000000 OOOOOOOOOODOO
waste reduction measures. The above waste target were unable to 00000000000 OOOOOOOOOOODO
be achieved during the Reporting Period, discussions and reviews O 0000000000000 OOOOO0OOO
were conducted to address the situation. After a more comprehensive OO0 0O0O 0020250000000 0O 15%0

consideration, the above target would be adjusted to reduce 15% of
waste generation by 2025.

g0000Ooo00oOoO0OcOoO000oOObc0oOoOooooo
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Packaging Materials

Paper- and plastic-based materials are mainly consumed for packaging
of finished products. The Group gives preferences to packaging
materials with higher recyclability and reuses packaging materials
whenever possible. Packaging material suppliers are required to
provide environmental certificates, test reports for hazardous materials,
and material safety data sheets to ensure environmental and safety
performances of the packaging materials. All waste packaging materials
will be sent to related recyclers for recycling. During the Reporting
Period, the Group consumed a total of 2,904 tonnes (2022: 1,010
tonnes) of plastic and paper, with an overall intensity of 2.51 kg/tonne
of production (2022: 0.81 kg/tonne of production). The recycling rate
of the packaging material was 46%. The overall intensity increased by
210% when compared to the Last Reporting Period. The increase was
mainly attributed to the resumption of production after the Covid-19
pandemic.

aRmE
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Ooo0z29040 0000 032022001,0100 M0
Oo0oo0O00b025100020220000000.81
bdMoooboooooobdexI0oooonod
obboboooooob2100000000000
oboooooooo

2023
Consumption
Types of Material Sources of Material (in tonnes)
2023 HIEE
MrESE BEY)iIRER (Mg 5+ 5)
Plastic Plastic bags, films and polypropylene straps 905
oo ooooooooooo
Paper Paper tubes and paper 1,999
oo ooooo
Total 2,904
oo
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The Environment and Natural Resources
Significant Impacts of Activities on the Environment

It is the Group’s commitment to operate businesses in a sustainable
manner and to take sustainable fashion to the next level as a leader in
the knitted fabric manufacturing industry.

In the course of operational activities and production processes,
significant amount of resources such as water, electricity, and steam, are
consumed. With the implementation of robust environmental practices,
the Group has achieved significant reductions in air emissions, water
use, and energy consumption. Consumption of chemicals is reduced
through successful chemical recovery technique. Besides, the Group
closely monitors its resources consumption and pollution parameters
to ensure that they are within the set limits and analyzes consumption
patterns for continual improvement. The Production Sites operate and
maintain an EMS that conforms to the ISO 14001 standard.

Shatin Lake Side has participated in the low-carbon manufacturing
program (“LCMP”) sponsored by the World Wide Fund for Nature
(“WWEF”). The LCMP aims to reduce carbon emissions generated by
manufacturing facilities in the Pearl River Delta. Shatin Lake Side was
evaluated against criteria including carbon intensity, GHG management
practices and energy efficiency best practices, and accredited with the
LCMP Gold Label for the period of 2021 to 2023. Furthermore, Shatin
Lake Side actively participates in the energy efficiency benchmarking
exercise initiated by the Guangdong Textile Association and ensures
its adherence to the 13th Five-Year Plan (2016-2020)
cleaner, low-carbon, safer and sustainable development.

in pursuing a
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Ocean Lanka has a reverential respect for the environment. All of their
production units are certified with ISO 14001:2015 (Environmental
Management System), and the company has conducted GHG
assessments for 3 consecutive years. They are also in the process
of obtaining ISO 50001 (Energy Management System) certification.
Additionally, Ocean Lanka collaborates with a local supplier who
produces synthetic polyester yarn from recycled PET flakes. Through
various fabrications, they have successfully verified the bulk feasibility
of recycled polyester fabric. Notably, the waste plastic bottles used
in their process are collected from coastal areas and popular tourist
destinations such as Adam’s Peak, Sigiriya, and Trincomalee. This
effectively conserves natural resources and reduces the environmental
burden without compromising quality. They have been producing GOTS/
OCS/GRS certified raw materials and have recently started Regenagri as
well.

In addition, the table below presents the Natural Resources
Conservation Projects implemented by the Production Sites during the
Reporting Period, with their estimated outcomes:

oboooooooOoOoOobooooooooooo
obOoOoo0oiso 4002011000000 OO0
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Total
Investment
(in RMB million) Annual Outcome Highlights
wgE a8
AR #&ET)

Production Sites Projects

EEEM HE

FEMBEE

Futian Oasis — Steam pressure regulation 314 Reduced natural gas consumption by
oooo 35,000 m?
oooooo ooo3s0000o0ooooon
— Steam recovery Reduced water consumption by 420
tonnes
oooo ooo4000000
— Electricity usage integration
goooood
— Water conservation
oo
— Equipment upgrade
oooo
Jiangyin Fuhui Dual-control energy-saving management  /
oooo and control in September 2023
02023090 000000000000
Shatin Lake Side — Equipment replacement 38 Reduced electricity consumption by
ooono 4,090.13 mWh
goood goo4,090.30 0000000
— Energy-efficient retrofits Reduced steam consumption by
32,635.81 tonnes
ooooooooo 00032635810 00000
— Renewable energy integration Reduced water consumption by
689,294.22 m®
goooooo 000689,294220 00 000D
— Insulation improvements
oooo
— Process optimization
oooo
— loT transformation
goooo
Ocean Lanka — Reuse of condensate water / Reduced electricity consumption by

gooo 24 kWh/operation day
oooooo Ooooooo2400000
— Converting Conventional Metal Halide
lamps to LED

ooo0o0ooonOoLebd
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Climate Change
Mitigating Climate Change

The Group recognizes the significance of climate change and its
potential impacts on both its business and the wider community. To
proactively address these risks and develop effective strategies, the
Group has undertaken a comprehensive assessment of climate-related
risks, taking into account the recommendations of the TCFD. This
assessment considers two main categories of climate-related risks:
physical risks and transition risks.

Physical risks pertain to the direct impacts of climate change, such as
extreme weather events, rising sea levels, and changes in temperature
patterns. Transition risks, on the other hand, are associated with
the transition to a low-carbon economy, including policy changes,
technological advancements, and shifts in consumer preferences.

The Group evaluates the probability and severity of these climate-
related risks to determine their level of risk and potential impact on its
business operations.

RAREAE

AR RIREE
0000000000000000000000
0000000000000000000000
0000000000000000000000
0oooOTCFDOOO00OO0OO00O0O0DO00nD
0o0000000000000000

ooooooooOoOoOoooooooooooo
obooooooooooooboobooooobooo
gooooooooboooooboobooooooo
ooooooooooooo

ooooooOooooobooooboOoOoooog
oboooooboooooooooooboooo

FOUNTAIN SET (HOLDINGS) LIMITEDO ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2023



Physical risks Time horizon Implication on business Risk level
Y12 S FFEEE HEBHNTE BB AR
Acute Short term Increased severity and frequency of extreme weather affects High
oooo oag daily operation and may cause damage to equipment. It reduces [

revenue and increases maintenance costs.
Jo0oooooooooooooooboooooooooao
Jooooooooobooooon

Chronic Medium to long Changes in precipitation pattern and climate change affects water High
gooao term security. It may disrupt business activities and reduce revenue. g

ooo o00o0oU0oO0o0o0oUooOoO0oUOooOOoOoOooDUoOooOoOo

ooooooo

Transition risk Time horizon Implication on business Risk level
AR b R E HEBNZE %S R
Legal and policy Long term Increased operation cost from increased carbon emission pricing.  Medium
oooooogd oo Ooo0Doooooboooboobooooo 0

Price of raw materials may increase due to the changes in policy,
thus increasing operation costs.
00DOooooboooDooooboooooooooono

Technology Long term Increased operation costs and investment costs from substitution Medium

oooo oag of existing equipment and services. O
goboooobobooobooooboooooono

Market and Long term Increasing demand for green fashion may affect the long-term Low

reputation ood development of the Group. g

oooooog 00oooooooooooUooOooooooooo

The Group acknowledges that its business operations are particularly QOO ODO0OO0OO0OO0OOOOOOOOOOOOOOOO0
vulnerable to physical risks associated with climate change. Inresponse, OO0 0000000000000 O0OOOOO
the Production Sites will implement measures to enhance their QDO O0O00DCODOOOODOOOCOOOOOOOO
resilience and ability to cope with extreme weather events. Thisincludes DO 00000 O0OO0DOO0OO0OOOOCOOOOOOOO
maintaining constant monitoring of local weather conditionsand being D0 00O O0OO0OO0O0O0OOOOOOOOOOO
prepared for sudden weather changes that may impact operations.

Additionally, the Group will closely follow guidelines and QOO0 OCOO0OO0OOOOOOOOOOOOOOO
recommendations issued by local authorities regarding climate-related DO OO O0DO0O0OO0OOOOOCOOOOCOOOOOO
risks. These guidelines will inform the Group’s internal policies, which 00000 0O0ooo0ooOoooooooooao
will be regularly updated as needed. By doing so, the Group amsto QOO 000000 OCOO0O00OO0COOOOOOOOOO
ensure that its operations and supply chain remain resilient in the face QOO OOOOO0OO0OOO

of a changing climate.

g0000Ooo00oOoO0OcOoO000oOObc0oOoOooooo
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By actively monitoring weather conditions, being prepared for extreme
weather events, and aligning with local guidelines, the Group aims to
minimize the potential disruptions and adverse impacts that physical
climate risks may pose to its business operations.

The Production Sites have set short-term emission targets to promote
continuous improvement, and have actively adopted different
approaches, including initiatives to reduce waste, conserve energy and
water, and enhance environmental awareness. These initiatives aim to
mitigate GHG emissions and contribute to the mitigation of climate
change.

oboooooooooooobooOOoOoOoO0oO0oOoo
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SOCIAL
. 4 . Employment and Labor Practices
Employment
Total Employees
The Group offers competitive remuneration, promotion opportunities,
compensation and benefit packages to attract and retain talents. As of
31 December 2023, the Production Sites had a total number of 3,219
employees, all of them were full-time employees. The total workforce
by gender, age group, employment category and geographical region
are shown below.
B Male
oo 25%
. Female
A" Total Workforce u o0
b by Gender
BTHEAH
(=15 E53)
3%
M senior
Total Workforce by management
Employment Category 03 oiERs o
i BETHRAHK Middle
3 (EmEERB7) T T
A ooocoono
[ Frontline and
’ other stuff
ogoooooono

HEFE
BEREITER
1R

ooon
oooooooOoOoOooOoOoobOooooooo
O00O00O0OO0OOO0O0O00O0O00 02023012031
O0000o00O003219000000000000
oooo0oOoooOO0oOoooOoOoOoOobOOoooOoOoOoao
oooooocOoOoooooo

3%
14%

W 18-25

18-25

Total Workf i35

ota orkKrorce 26-35

by Age Group

b 36-45
T4 u
BT@AH o505 3645

(FeE B 4E B2 53)
[ 46-55
46-55
[ 56 or above
560 000
M PRC
Total Workforce by oo
Geographical Region Hong Kong
BTHEAH EOO
= 15h =
(IR E 1R 5) Singapore
mOo0o
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moooo
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The Production Sites exceed local legal requirements by offering
comprehensive social insurance coverage, including pension,
unemployment, work-related injury, medical, and maternity insurance,
to all eligible employees. Certain employees also receive employer’s
liability insurance for enhanced protection. In addition to statutory
holidays and paid leave, employees are entitled to year-end double pay
and subsidies.The Group provides an employee handbook that clearly
defines expected workplace conduct, serving as a guide aligned with
the Group’s values and expectations.

Specifically, Yancheng Fuhui prioritizes compliance with laws and
regulations safeguarding the rights of female employees. The company
continually enhances working conditions and environments for female

employees, providing maternity leave and breastfeeding breaks in
accordance with the Special Rules on the Labor Protection of Female
Employees.

Through these policies and practices, the organization aims to attract
and retain skilled employees, offer competitive compensation and
benefits, ensure adherence to labor regulations, and foster supportive
work environments.
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Employee Relations and Engagement Programs

The Group believes that a healthy work-life balance contributes to
higher productivity and overall workplace efficiency. To boost employee
morale and promote team building, the Production Sites in PRC offer
various sports and recreational facilities for a wide variety of activities
such as gym, dance, table tennis, badminton, basketball, reading,
karaoke, and chess playing. Moreover, a wide range of activities and
gatherings have been held for celebrating festive occasions around
the year, including the Chinese New Year, Women’s Day, Labor’s Day,
Mid-Autumn Festival and Christmas. Some of the cultural activities
held included sports competitions, poker games and safety knowledge
competitions.

When there are major changes in company policies, labor delegates
meetings will be convened to collect thoughts and meaningful feedback
from employees and discuss issues relating to employee rights and
obligations.

o }’L‘

In Ocean Lanka, workers receive numerous benefits, including free
uniforms, transportation, annual presents, subsidized meals, locker
rooms, a welfare shop, critical illness cover, insurance, and free medical
consultation. The company organizes annual team-building activities,
year-end activities, and sports events to foster a positive work culture.
They also have the ‘OCL Sewa Abhiman’ Loyalty Awards to recognize
long-serving employees.

Ocean Lanka encourages open dialogue and employee participation
in decision-making processes. The Worker’s Consultative Committee
serves as a mediator for any employee concerns. Team-building activities
promote collaboration and trust among team members. Regular events
and festivities celebrate employees’ efforts and accomplishments,
fostering camaraderie. Ocean Lanka prioritizes the health and safety of
its employees, ensuring a favorable work environment.
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Employee’s Family Care

20l : BIRERMR

Ocean Lanka demonstrated its commitment to caring for its employees by launching initiatives that extended

support to their families. Specifically, the company selected 200 employees’ families with children and distributed i
stationery items to aid in their education. Additionally, an art competition was organized for the children of Ocean

Lanka’s employees, and gift vouchers were awarded to the competition winners. These initiatives exemplify the

Group’s dedication to caring for its employees beyond the workplace, fostering a sense of support and well-being for

their families.

ooooobOoooOOooDOOoOooOOOoobobOOOooDOOoOoOoOO0OoODOOoOoODOOOOOO0O0z2000000
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Occupational Health and Safety Awareness

The health and safety of employees is of paramount importance to
the Group. During the Reporting Period, the Production Sites strictly
complied with relevant laws and regulations concerning occupational
health and safety, including:

PRC:

. Law of the PRC on Prevention and Control of Occupational
Diseases;

. the Production Safety Law of the PRC;

. the Provisions on Supervision and Administration of Occupational
Health at Work Sites;

. Regulation of Safe Use of Chemicals in Workplace; and

. High Temperature Labor Protection Measures of Guangdong
Province.

Sri Lanka:

- Factories Ordinance, No. 45 of 1942 of Sri Lanka;
. the Maternity Benefit Amendment of 2017;

. the Workmen’s Compensation Act of 1935;

- the Employment of Women, Young People;

. Children Act of 1956;

. the Occupational Health and Safety Management Systems
Standards OHSAS 18001; and

. ISO 45001: 2018.

Pursuant to the above laws and regulations, the Group has formulated
a series of safety controls policies and guidelines for effective internal
safety management, covering areas of safety production procedures,
hazard identifications and evaluation, and control and prevention of
occupational disease. There was no material non-compliance with the
relevant laws and regulations relating to occupational health and safety
on the Group.
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Specifically, the Group has established an Industrial Safety Committee
(the “Safety Committee™) to oversee its overall safety management.
The Safety Committee is responsible for periodic safety inspections of
manufacturing processes and fire service installations and mitigation of
identified risks. The Safety Committee convenes bi-monthly meetings
to discuss safety issues raised by the departments and holds various
safety promotion activities (such as fire drills, public health seminars,
and the Production Safety Month Campaign) for the employees. The
Production Sites assess occupational health risk factors annually based
on their monthly data, evaluates assessment results, and analyses
existing risk factors of each production process. All assessment results
met the required standards pertaining to workplace air quality, lighting
provisions and noise.

With the Safety Education and Training Management Policy in place, all
employees are required to undergo a three-stage safety training before
on-boarding to acquire knowledge on safety laws and regulations, the
Production Sites’ safety policies, the use of safety protection equipment
and prevention of associated occupational diseases. The Production
Sites also offer refresher training on industry specific occupational safety
practices on a regular basis to raise awareness among employees. The
Group will continue to improve management practices and establish
effective procedures to reduce employees’ exposure for safety and
health hazards in the workplace.

To ensure employees’ safety in the workplace, the Production Sites
provide appropriate personal protective equipment to employees and
ensure that there are qualified first aiders on stand-by in every work
session for provision of immediate medical treatment. Each department
keeps a first-aid kit with sufficient medical supplies. During summer
times, the Production Sites deliver cooling materials to workers to
protect them against heat stress. The Group arranges annual medical
check-ups for employees to ensure their physical fitness for certain
jobs. Employees who are exposed to potential hazards are subject to
compulsory health assessment, prior to, during, and after their term of
employment. Periodic emergency drills such as fire drills and hazardous
chemical spill exercises are conducted regularly with proper records.
Emergency evacuation plans are displayed at prominent places.
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In addition to the general approach of the Group, specific actionswere 00000000000 0O0O0OOCOOOOOO
carried out by the following Production Sites regarding occupational O000O0O0O0OO0O0OO0OOOOOOOOOO
health and safety, during the Reporting Period:

Production Sites Actions

EERM 178

Jiangyin Fuhui e “Enhance Injury-prevention, Promote Safety Production” program to deliver intensive
goooo training regarding work-related injury to employees.

0000000000000 0Dmuoooo0ooooooooooooo
« A fundus examination to raise employees’ awareness of their health conditions.
gdbooobooobobobooood
e 119 Fire Protection Awareness Month.
119000000

Futian Oasis e Conduct three-level safety production training before onboarding.
oooo O0o0ooooooooooo
* Provide dual prevention mechanism training for employees in service.
0O0o0ooooooooooooo

Ocean Lanka Streamlined approach:
oooo oooooo

1. Conduct risk assessments to identify potential hazards;
oooooooooooooooo

2. Manage risks by implementing engineering controls, management controls, and
personal protective equipment (PPE);
00000000000 oooooooooEPEDODODOOO

3. Safe operating procedures implemented;
oooooooooo

4. Employees receive training, participate in toolbox discussions, simulated exercises, and
engage in awareness activities.
gdbobooboooobooboboobooboog

No fatalities of the Group’s employees have been recorded inthe past O000O0O0O0O0O00O0O0O0OOOOOOOOO
three reporting periods. There were 31 work-related injury cases during OO0 000000310 0000000O0OO0O0O0OO
the Reporting Period. Corrective actions were implemented to prevent O000O000000O00O0O0OO00O0OO
recurrences.

Occupational Health and Safety Statistics

WERREAZ2HEABE
Work-related fatality Lost days due to work injury
oooooo 0 ooooooooo 202
Work-related fatality rate Work injury cases <3 days
DooOooOoooO 0% oo30o00000 23

Work injury cases >3 days
oo3mooooo 8
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Training and Development Programs

The Group attaches great importance to employees’ personal
growth and talent development. The Training Committee formulates
training plans which aligned with the Group’s business strategy to
meet employees’ various training needs. Comprehensive training
and development programmes are provided to employees with aims
to improve individual competency/work performances, workplace
efficiency, and ultimately enhance corporate competitiveness. Therefore,
the Group has allocated optimal resources to training and development
programs.

1R 3 R
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The Production Sites offer a variety of training opportunities for
employees through lectures and on-site training. Specifically, three-
stage systematic safety induction training is arranged for all new
employees, which provides them with knowledge of safe working
procedures and assists them to better adapt to the new working
environment. Employees are evaluated through examinations to ensure
that they meet the competence requirements of their respective
positions. The induction training is divided into three stages, which
comprise the following modules:

Training stage

B2 31 P

5D R ER A
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Topics covered for induction training

Stage 1 Laws and regulations, in-house policies, and fire safety awareness

oooo O0oooooooooooood

Stage 2 Workflow, safety production rules and regulations, emergency response and
management, use and maintenance of safety equipment and personal protective
equipment, prevention, and precautions measures on occupational disease

oooa 0oooooooooobooobooboooobo0oDbOooobOOooooooooo
gooooooooood

Stage 3 Job duties and responsibilities, task-specific safety training

ooog Odo0Doooobooooobooooood
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In addition to the above staff training programs, the Group provides
managerial skill improvement training for managers and management
courses for newly recruited university graduates to prepare them
ahead for managerial tasks. At the same time, the Group also provides
professional skills training for employees so as to meet the requirement
of day-to-day work. Professional skills training cover topics of hazardous
chemical handling, forklift truck driving, boiler operation, high-
voltage operation, welding, and hot cutting, etc. Other on-the-job
training, including quality control, environmental and safety, emergency
management, information security, customs legislation and regulation
and trade safety, are arranged depending on the job requirements
of the employees. The Group regularly assesses the effectiveness
of training programs and evaluates employees’ performance based
on their job capabilities and adjusts training programs to meet the
employee needs and business objectives.

In Ocean Lanka, a list of training programs were provided to its workers
during the Reporting Period, covering a variety of topics such as cardiac
awareness, Microsoft Word and Excel skills, hazardous substances
handling, first-aid training, email ethics, and work at height training,
etc.

A total of 18,148 hours of training courses were conducted during
the Reporting Period, the average training time per employee was 4.1
hours. The percentage of employees trained and the average training
hour per employee by gender and employment category are shown
below:

By employee category e E )
Senior management oooooo
Middle Management gooooo
Frontline & other staff gooooooo
By gender R 5
Male O

Female O
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Average

% of training
employees hours per
trained employee
R IEIAY SUETH
BTHSE  FHENIEH
71% 15.75

99% 5.45

71% 3.67

69% 3.63

84% 5.44
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Group activities

£EES

Ocean Lanka (Private) Co., Ltd.
BFEEFE FAAN) BIRAR

The Opening Ceremony of the new office Establishment of the Academy of Textile &
premises Apparel for employees
O0ooooooooo oooooooooooo

2023 “Sewa Abhiman” Loyalty Awards Annual Blood Donation Camp and
2023] Sewa AbhimanO Establishment of Eye Clinic
goooooo gooooooobooono

WRITTED FABEIC
sE5T EXPORTER - 2021/22

Archived top honors at the 25th Presidential Book Donation Launches ECO SHINE program
Export Awards gooooo 0 OECO SHINED O
gO2s000000000000A0
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Fountain Set (Holdings) Limited
EHEZX (EE) BRAT

.ﬁw,l,‘,;',. vinc : Representatives of Fountain Set (Holdings)

KEEARE Limited served as juror for the ESG

. Achievement Awards 2022/2023

Briefing Session on Insurance Services e = - gbobooooobooooooOoooooo
goobooono 0000000000 D02022/20230 00

ICAC - Anti-Corruption and Integrity
Seminar
ooooooooooad

Shanghai Fuhui Textiles Trading Co., Ltd.
I sEESBESERAR

Awarded at Hongxing Erke Group 2023
Annual Supplier Meeting

020230 000000000000
ooood

Dongguan Shatin Lake Side Textiles Printing & Dyeing Co. Ltd.
R WHBBHBENRERAT

e S I L

AAREZE TTRES wE TTEEe
f, Lt S0 1 ] i

Blood Donation
gooooa

2023 New Year Gala Dinner
20230 00000

Safety Seminar
gooooo0oDoOoODo0omoog
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Labor Standards

Child and forced labors are strictly prohibited in the workplace.
The Group strictly adheres to the Law of the PRC on the Protection
of Minors and the Employment of Women, Young People, and
Children Act of 1956 of Sri Lanka. The Recruitment Policy requires
that employees should be aged 18 or above. During interviews, a
candidate must provide formal identification documents for the human
resources department to check and verify his/her age and identity. No
child labor nor forced labor was involved within the Group during the
Reporting Period. If a violation is discovered, the Group will immediately
terminate the employment of the concerned persons and take necessary
disciplinary action against anyone who violates any applicable laws and
regulations.

Clauses relating to prevention of child and forced labors are included
in the employment contract, which stipulates that in case of any forced
labor by violence, threat, or illegal restriction of personal freedom,
or any degrading treatment or infringement of the legitimate rights
and interests of employees initiated by the Group, the employment
contract may be terminated by employees, with a compensation fee
to be paid by the Group. The Group has not found or been involved in
any incidents involving child labor or forced labor during the Reporting
Period.

Equal Opportunity

The Group values individual differences in the workplace and hire
employees of different age groups, genders, and ethnicities. The
Group complies with all applicable laws and regulations in relation to
equal employment including the Labor Law of the PRC, Employment
Promotion Law of the PRC and all applicable laws in Sri Lanka. In
addition, the equal opportunity and anti-discrimination practices as
stipulated in the employee handbook safeguards employees’ legitimate
rights and protects them from discrimination against gender, nationality,
ethnic background, religion, political affiliation, age, or any other
unlawful reasons. Equal opportunity is also provided to all employees
in respect of recruitment, training and development, job advancement,
compensation, benefits and other aspects.
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Operating Practices
Supply Chain Management

As a responsible corporation, the Group is committed to not only
complying with applicable laws and regulations but also actively
contributing to a better and more sustainable future in collaboration
with its suppliers. The Group upholds the principles of mutual benefit
and win-win cooperation when engaging with qualified and reputable
suppliers. It places great emphasis on maintaining open and effective
communication with suppliers, fostering long-term relationships based
on trust and collaboration.

Ensuring the quality of raw materials is of utmost importance in
maintaining process control and achieving the desired product quality.
The Production Sites primarily procure yarns and chemical dyes as
their main raw materials. To ensure that these raw materials meet
industry standards and satisfy customers’ expectations regarding
product quality and safety, the Group has implemented a rigorous
supplier management system for raw material procurement. This system
includes stringent criteria and processes to carefully select and evaluate
suppliers, ensuring that the raw materials acquired meet the required
standards and specifications.

By establishing strong relationships with suppliers and implementing
robust quality control measures for raw material procurement, the
Group aims to deliver products that meet the highest industry standards
while satisfying customer demands for quality and safety.
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Suppliers are evaluated based on their company structure, production
capacity, product details, equipment details and the results of on-
site inspections in accordance with a number of strict internal quality
standards. They are required to provide relevant test reports or
certificates of the raw materials per customer’s request. Multiple quality
tests are carried out on the samples provided (e.g., yarn samples, dye
samples) to ensure they fulfill the quality requirements:

. Any yarn supplier without procurement record over the past six
months shall re-provide yarn sample to determine its quality;

. For chemical raw material suppliers, an evaluation period of 3 to
6 months is required for new products. Only suppliers with stable
quality and logistic performance could be enlisted on the regular
procurement list;

. If a raw material sample fails the test, the whole batch of raw
materials from the supplier will be put on hold to avoid affecting
the Group’s production and other operations. Production Sites will
be informed to seek alternative suppliers;

. Dedicated department will follow up on new yarn brand and
monitor its quality performance; and

. Raw materials must fulfill requirements of certain standards:

0 Yarns with organic cotton must be Dutch Control Union or
French ECOCERT certified,;

o] Cotton must be Better Cotton Initiative (BCI) certified to
ensure minimal impact on soil and crops;

o Recycled polyester must fulfil the Recycled Claim Standard
(RCS); and

o] Synthetic fiber (mainly rayon) must be certified by the
Programme for the Endorsement of Forest Certification
(PEFC) or the Forest Stewardship Council (FSC) upon clients’
request to reduce impact on the natural environment.
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In addition, the Group pays special attention to child labor, forced labor
and prevention of dissemination of cotton to extremist groups. It avoids
sourcing raw materials from countries using child labor, forced labor
and those involved in terrorism. It also responds to the international
call in preventing the use of cotton from Uzbekistan, Turkmenistan and
Syria, and products that contain cotton or fabric made in Bangladesh.
The Group requires suppliers to sign an undertaking to ensure that no
cotton from the above countries has been used in their supplied goods.
To diversify risk and enhance competitiveness, the Group purchases yarn
and dyeing materials from different regions including the PRC, India,
Taiwan, Pakistan and Korea.

Ocean Lanka follows a stringent supplier selection process that includes
a thorough review of supporting documents. These documents
may include business registration, referral background checks, and
certifications such as those from the Central Environmental Authority
(CEA) or other relevant certifications. Suppliers with a history of non-
compliance or malpractices are carefully evaluated and may be delisted
or not awarded contracts to ensure the highest standards of quality and
ethical practices are maintained. They also conduct internal audits to
ensure ongoing compliance and adherence to quality standards. As part
of these audits, annual agreements, licenses, and certifications, such as
the Environmental Protection License (EPL), are reviewed and renewed
as required.

Aside from the emphasis on social responsibilities of suppliers, the
Group places high priority on products with eco-labels to promote
environmentally friendly products. The environmental performance
of suppliers is evaluated once a year. Ocean Lanka began sourcing
sustainably grown cotton programs since 2009, in the next decade
45% of its fabric and of its yarn will come from sustainable sources.
Since 2020, Ocean Lanka entered partnership with Cotton Made in
Africa (“CmiA”), one of the world’s leading standards for sustainably
produced cotton. In addition, Ocean Lanka became a member of the
U.S. Cotton Trust Protocol during the Reporting Period. It ensures that
the cotton sourced from the United States is grown in a sustainable
manner and poses minimal dangers to the environment and society.
Ocean Lanka targets to procure at least 75% of sustainably-sourced
cotton of its total procured cotton by 2025.
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During the Reporting Period, the Production Sites procured major
materials from 2,436 suppliers of the following regions.

Number of suppliers

HrEmEE

HEBHRE

oboooooooooboboooooo2436000
oooooooo

Types of suppliers

The PRC 2,429 Raw and auxiliary materials (e.g., dyes, fabric, chemicals, yarns, garment

oo accessories), production machinery and equipment, construction
services providers and outsourced processors
0000000000 OoOoUooOoOooooOoooooooomooo
oo0oopooooooooooooooo

Taiwan 7 Raw and auxiliary materials

od poooog

Total 2,436

oo

Product Responsibility

Management Guideline for Standardized Safe Production

The Group is involved in the production of high-quality knitting,
dyeing, finishing, and garments. Within the garment manufacturing
sector, the Group adheres to a management guideline known as “the
Guideline.” This Guideline establishes a set of measures to regulate
production activities, including the implementation of a health and
safety management system, regular inspections of potential hazards,
monitoring of major sources of risks, and the establishment of accident
prevention mechanisms to ensure safe production.

By following the Guideline, the Group ensures compliance with
relevant laws, regulations, and standards related to production safety.
It continually strengthens the standardization of safe production in all
aspects of its daily production processes. This commitment guarantees
that the workforce, machinery, materials, and working environment
are maintained in good and healthy conditions for the purpose of safe
production.
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There was no material non-compliance with laws and regulations in
relation to health and safety of products provided in the Reporting
Period.

Quality Assurance

Product quality is fundamental to the survival and development of
enterprises. The Group always pays attention to quality and customers’
feedback on their product-consuming experience. Its quality control
department (“QCD”), independent of its production system, follows
up with customers’ expectations so as to further enhance the Group’s
market competitiveness. The QCD supervises quality tests and spot
checks as a third-party. It also exercises full-range quality control in the
production area:

Type of Inspection

tRERER

Grey fabric inspection

BEmiRE O
Dyed fabric inspection
ERERTADER
Preprocessed fabric inspection

EERMTER

Post-printing inspection

ENTER R AR
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Quality Control Requirement
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30% sampled to examine yarn source and check

for fabric flaws
00030%0000000000000000

30% sampled to check for dyeing flaws
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30% sampled to check for preprocessing flaws
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100% tested to check for printing defects
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100% tested to check for flaws of any kind on the
fabric and sent to the laboratory for physical and

Finished fabric inspection

RammEHEE

chemical indicator testing
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Standardized packaging and warehousing,
and delivery as per customer instructions
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The Group ensures that the selection of raw materials and production
processes conform with the quality and production standards as
specified by customers. Third-party professionals appointed by
customers carry out inspections and compliance checks at the
Production Sites at times on product quality, and against environmental
and labor standards.
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To ensure fabric safety for consumers, the Group purchases yarns and
manufacturers products that are certified to various international eco-
textile certification standards, including the Oeko-Tex Standard 100 by
the International Oeko-Tex Association. Certified yarns have undergone
strict standard laboratory tests which involve testing on formaldehyde,
heavy metals, pesticide, phenol, human carcinogenic substances,
allergen dyes and a hundred more test parameters, proving that the
yarn materials and finished products do not contain substances that are
harmful to the human body or the environment.

Moreover, Jiangyin Fuhui has also obtained the Global Recycled
Standard (“GRS™) certification, the Global Organic Textile Standard
(“GOTS”) certification, and the Organic Content Standard (“OCS”)2.0
certification. These standards ensure the organic status of textiles,
prohibit the use of chemicals known to cause cancer, birth defects or
reproductive harm, and ultimately provide a credible assurance to the
customers.

Complaints Handling

The Group carries out product verification process in accordance with
the standards agreed with customers. Upon receiving a customer
complaint on product quality, the Group will request customer to
provide the sample of which he/she has raised concern about, and/
or assign its quality control team to verify with the customer whether
the Group is responsible for the problem involved. If the Group is
responsible for the problem involved, the Group will take immediate
remedial actions and review internally to avoid recurrence of the same
incident. It is noteworthy that no complaints were received during the
Reporting Period, indicating the Group’s commitment to delivering
products that meet customer expectations.

In the event of product recall due to safety and health reasons, the
Group will communicate with clients concerning the reasons for
the recall and determine the most appropriate and viable solutions
in response to the product recall cases. There was no material non-
compliance with laws and regulations relating to advertising and
labelling of products and services provided during the Reporting Period.
Also, no products had been recalled due to safety and health reasons.
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Intellectual Property and Confidentiality

The Group has consistently invested in patent applications for new
designs and technologies at the State Intellectual Property Office of the
PRC since the early stages of its establishment. To this end, the Group
has implemented a management system and internal measures to
protect the intellectual property (the *“IP”) rights owned by the Group
and third-party organizations. When developing a new product, the
Group will first make sure whether the product involves any self-owned
IP. If it involves any self-owned IP, the Group will sign a confidentiality
agreement with the associated suppliers and customers on IP, privacy
and trade secrets. The Group conducts regular reviews of the internal
policies and systems to ensure the efficacy and proper implementation
of IP measures, ensuring the protection of proprietary information
owned by the Group and third parties. In addition, all employees have
signed confidentiality agreements. Employees and former employees
of the Group shall not disclose any trade secrets and/or confidential
information to third parties that may cause direct or indirect loss to the
Group.

No material non-compliance with laws and regulations in relation to IP
and privacy was recorded in the Reporting Period.

Innovative Research and Development

In order to meet the diverse needs of customers and to launch
products with more innovative and sustainable features, the Group
has aggressively explored smart technologies, new materials and
advanced manufacturing processes. Over the years, the Group has
launched numbers of innovative fabrics under its brand “Fountain
Set™” with features including eco-friendly, fresh, moisture-wicking
and UV protection to address market demand and to enhance market
competitiveness.

Meanwhile, an employee reward system is established to encourage
feasible innovative suggestions for cost reduction, improvement of
guality and process, energy conservation, and emission reduction.
Frontline workers with vast experience in the field always contribute
useful and creative ideas on improving production capacity.
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Jiangyin Fuhui

In 2021, the Development Department of Jiangyin Fuhui has developed
a total of 21 eco-friendly products for major domestic and international
brands such as PUMA, POLO, OLD NAVY and J.CREW.

In addition to the previously emphasized RECYCLE POLY yarn, this
year’s eco-friendly collection has expanded its range of raw materials.

For example, an eco-friendly RAYON yarn series has been introduced
by PUMA, and the eco-friendly + warm series of MIYABI/ECO RAYON
yarn was introduced by J.CREW. With a diverse variety and unique
characteristics, these developments have enhanced the fabric in terms
of style and quality.

Yancheng Fuhui
Yancheng Fuhui has continued the research and development on eco-
friendly products including polylactic acid fibers and cationic cotton
fabrics. Polylactic acid-based fibers, made of renewable resources, are
biodegradable and can be fully recycled at the end of their lifecycle.
The modified cotton enables salt- and alkali-free reactive dyeing and
achieves low consumption of water,
energy and chemicals in the dyeing
process. Besides, Yancheng Fuhui
has allocated resources in improving
eco-friendliness, style and texture of
raw materials.
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The Production Site has also developed domestically produced Lyocell
blended fabrics as a substitute for Lenzing’s Tencel series products.
With competitive pricing and stable quality, it has gained traction in the
market. In addition, Domestic T400 fiber developed by the site offers
excellent recovery elasticity at a competitive price making it highly
recognized by many customers.
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Shatin Lake Side
The Group has made significant strides in promoting sustainability and
innovation in its operations. One notable example is the production
of GRS (Global Recycle Standard) products at Shatin Lake Side. These
products are made with a minimum
of 20% recycled material, which helps
to reduce the environmental impact
of the Group’s operations and act as
an alternative to synthetic materials.
During the Reporting Period, the site
has actively conducted research on the
waterproof and oil-proof functional
treatment of fabrics and research on
Tough cotton (strong cotton) processing.
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Anti-corruption

The Group adheres to the highest standards of honesty, integrity and
fairness and is committed to conducting all businesses without undue
influence. To this end, the Group has cooperated with customers in
implementing their whistle-blowing policies to combat corruption.
Internally, the Anti-Corruption Policy sets out the Group’s ethical
standards and approaches to address ethics violations, which is well
documented and communicated through the employee handbook,
employee confidentiality agreement and guidelines on conflict of
interest. The Anti-Corruption Monitoring and Investigation Committee
monitors anti-corruption compliance and oversees the investigation of
alleged cases. Any corruption or bribery activities in procurement are
strictly prohibited.
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The Group takes a serious view of employees’ complaints of
discrimination, harassment, and unethical or unfair conduct. A Whistle-
blowing Policy is in place to encourage employees to report to the
Group of any suspected cases of misconduct, malpractice, impropriety,
unethical or unfair treatment. Whistle-blowers, who make confidential
reports on any suspected misconduct or malpractice verbally or in
writing to the management of the Group, will be protected against
retaliation, including unfair dismissal or victimization. Whistle-blowers
can also make anonymous reports through grievance channels including
the dedicated e-mail account. The Group will discreetly conduct
investigations against the reported suspicious or illegal behavior.
Confirmed cases will be reported to law enforcement agencies to
protect the interests of the Group.

The Group strictly complies with national anti-bribery and corruption
laws, including the Criminal Law of the PRC and Law of the PRC on
Anti-Money Laundering, and other applicable laws and regulations in
the PRC and Sri Lanka.

There was no concluded legal case regarding corrupt practices brought
against the Group or its employees and the Group did not have
any cases of non-compliance with laws and regulations on money
laundering, bribery, extortion, fraud or corruption during the Reporting
Period.

Anti-corruption training

During the Reporting Period, the Group provided anti-corruption and
business ethics training to its directors and employees. The training
was administered to 1,496 employees and all directors of the Group,
ensuring that relevant personnel received comprehensive instruction in
these areas.
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Percentage of

employees
who received Average
training training hours
BRI
ETZESLE  FHEIIEH
Directors 100% 2
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Staff 34% 1.26
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FOUNTAIN SET (HOLDINGS) LIMITEDO ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2023



Data Protection and Cybersecurity

The Group has implemented essential measures to proactively prevent
data breaches and enhance our cybersecurity infrastructure and digital
systems. Our cybersecurity protocols are strategically made to shield our
customers, employees, products, suppliers, networks, and data from
potential disruptions or breaches.
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Protection of data and privacy policy

The Group attaches great importance to protecting stakeholders’
privacy when collecting, processing and using their’ personal data. The
Group complies with applicable data protection laws and regulations
and ensures that appropriate technical measures are implemented to
protect personal data from unauthorized use or access. The Group
also ensures that stakeholders’ personal data are kept and processed
securely and used only for the purpose of collection. We have arranged
relevant parties to sign confidentiality agreements according to the
Group Policy, and the daily information of suppliers and customers is
confidential to ensure the rights and interests of all parties. In terms of
management of employees’ privacy, the Group has formulated relevant
privacy policies, covering all the rules for handling documents related
to employees’ privacy, strictly complies with the Personal Data (Privacy)
Ordinance enacted by the Hong Kong Government and relevant
national laws and regulations, and strives to protect the interests of
employees.

Community Investment

The Group is committed to community engagement and actively seeks
to support local development while proactively addressing community
needs. This is accomplished through the Group’s focus on various
aspects of social responsibility, such as education and community
care. The Group contributes to public welfare activities, including
blood donations and bursaries. By providing long-term support to the
community, the Group fosters a corporate culture that creates shared
value, supports disadvantaged social groups, and generates long-term
economic, social, and environmental benefits for the communities in
which it operates.
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Annual Blood Donation Camp — Community Care
FERMES —LERIR
Annual Blood Donation Camp held at Ocean Lanka Office premises together with National Blood Transfusion Service

to support and safeguard the community. Over 180 employees have participated in blood donation with assistance
from the Sri Lanka National Blood Transfusion Service.
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APPENDIX — HKEX ESG REPORTING GUIDE MidE— B FRESGIR &S &= 5|
INDEX

General Disclosures
and KPIs Description

— AR IR T R
RASRAARIER it
Environmental

IR

Aspect Al: Emissions

BEAL : HEY

General disclosure  Information on: (a) the policies; and (b) compliance with relevant laws and regulations P.14
that have a significant impact on the issuer relating to air and greenhouse gas
emissions, discharges into water and land, and generation of hazardous and non-
hazardous waste.

ooog goooobooOoobOOoOoboobooboobooboobooobooOooo
(@ D000
(y ODODOOODOOOOOOOOOOOOOOOOOOOO
KPI A1.1 The types of emissions and respective emissions data. P.16-18
O0O0O0OO0O0OA1l OOOODOOOOOOOOO
KPI A1.2 Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas emissions and, where ~ P.15

appropriate, intensity.
J00000A12 DOOOD100000O0O00O02000D0D0D0DOOOOOOODOOOO

KPI' A1.3 Total hazardous waste produced and, where appropriate, intensity. p.27-28
O00O0OO0O0Al13 OO0OO0OOOOOOODOOOOOOCOOmM

KPI Al1.4 Total non-hazardous waste produced and, where appropriate, intensity. p.27-28
000000AlL4 OO0OOO0OOOOODOOOOO0OOOOO

KPI A1.5 Description of emission target(s) set and steps taken to achieve them. P.18-19
O000000AlS OOO0OOOOOOOOOOOOOOOOOOOOOOOOOO

KPI A1.6 Description of how hazardous and non-hazardous wastes are handled, and a P.28-30

description of reduction target(s) set and steps taken to achieve them.
O000O00O0Ale OOOOOOOOOOOOOOOOOOOOOOOOOOUOOOOOOOOOO
Ooooooooo
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General Disclosures
and KPIs Description

—RRIEER

RSB IEMISIE et
Aspect A2: Use of Resources
E@EA2 : ERHER

General disclosure  Policies on the efficient use of resources, including energy, water and other raw P.20
materials.

oooo 00000 O0Doo0oOoooooUooOooOooooo

KPI A2.1 Direct and/or indirect energy consumption by type in total and intensity. P21

000000A21 OO0OOO0OOOOOOOOOOOOOOOOOOO

KPI A2.2 Water consumption in total and intensity. P.24-25

O000000A22 OO0OOOO0OOO

KPI A2.3 Description of energy use efficiency target(s) set and steps taken to achieve them. p.21-24

O00000A23 OO0OOOOOOOUOOUOOUOOOOUOOODOOOOOOOOOOO

KPI A2.4 Description of whether there is any issue in sourcing water that is fit for purpose, water P.25-26

efficiency target(s) set and steps taken to achieve them.

000000A24 O0O00O0OO0O0OO0OOOOOOOOOOOOOOOOOOOOOOOOOOOOOO
oooobooood

KPI A2.5 Total packaging material used for finished products and, if applicable, with reference to P.30
per unit produced.

000000A25 OO0O0OOO0OOO0OOOOOOOOODOOOOOCOOOOOO

Aspect A3: The Environment and Natural Resources

BEAS : IRIERXAER

General Disclosure  Policies on minimising the issuer’s significant impact on the environment and natural ~ P.31-32

resources.
oooo 00000 00o0ooO0oopooooooooooon
KPI A3.1 Description of the significant impacts of activities on the environment and natural P.31-32

resources and the actions taken to manage them.
000000A31 O000000DO0O0DO0O0DO0OO0OOO0DOODOODOO0DOODOOOOOOOOO

Aspect A4: Climate Change
[BEAL : RIZEME

General Disclosure  Policies on identification and mitigation of significant climate-related issues which have P.32-34
impacted, and those which may impact, the issuer.

oooo 00000 0D0O0D0O0OC0O0o0DO0DCcO0O0DO0DoOoDOoOooOooOooOooo

KPI A4.1 Description of the significant impacts of climate-related issues which have impacted,  P.32-34
and those which may impact, the issuer, and actions taken to manage them.

000000A41 OOO0OOOOOOOOOOOOOOOOOOOUOOOOOODOOOUOOUOOOO
oooooo
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General Disclosures

and KPIs Description
— R E R

RS AR et

Social

G

Employment and Labour Practices
BERE TER

Aspect B1: Employment

[BEB1 : &1&

General Disclosure  Information on: (a) the policies; and (b) compliance with relevant laws and regulations P.36-37
that have a significant impact on the issuer relating to compensation and dismissal,
recruitment and promotion, working hours, rest periods, equal opportunity, diversity,
anti-discrimination, and other benefits and welfare.

oooo O0O0O00O00O0O0C0O00O00D0oO0O0oo0oo0o0ooo0ooooDoooooO
ooooooo
@ OOOO
() ODOOODOODOODOODOODOOOOOOOOOOO
KPI B1.1 Total workforce by gender, employment type, age group and geographical region. P.35-36
00o00O0o0OBll OUOOOUOOUOOOOUOUOOOCOOOOOOCOO
KPI B1.2 Employee turnover rate by gender, age group and geographical region. p.37

000000Bl2 OOOOOOOOOOOOOOOOOOOOO
Aspect B2: Health and Safety
[EmEB2 : REEZZ

General Disclosure  Information on: (a) the policies; and (b) compliance with relevant laws and regulations P.39
that have a significant impact on the issuer relating to providing a safe working
environment and protecting employees from occupational hazards.

gooogd go0ooO0o0OOoO0oDbOOoOobOoOOoooboOoobooboo
(@ 0OOoDOOo
() OOOODOOOODOOODOOOOOOOOOOO
KPI B2.1 Number and rate of work-related fatalities occurred in each of the past three years P41

including the reporting year.
go0o0d0O0OB21 O0O0OOODOOOOOODOODOOOOOOOOODOOO

KPI B2.2 Lost days due to work injury. P41
goo0oo0ooOoB22 OOOO0OOOOOODOOO
KPI B2.3 Description of occupational health and safety measures adopted, how they are P.39-41

implemented and monitored.
goo0o0oo0B23 OO0OO0OO0OOOOOOOOOOOOOOOOOOOOODOOOO
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General Disclosures
and KPIs Description

— R E R

RSEAERIER e

Aspect B3: Development and Training

[EEB3 : FRERIE

General Disclosure  Policies on improving employees’ knowledge and skills for discharging duties at work.
Description of training activities.

oooo O00O0O000O0DO0o0DC0O0O0oDoOoooOoOoOooooooooooo

KPI B3.1 The percentage of employees trained by gender and employee category.
000000B3.1 OOO0OOOODOODOOOOOODOOOOO

KPI B3.2 The average training hours completed per employee by gender and employee category.

ooo000OB3.2 OOOOOODOOOOODOOODOOOODOOOO

Aspect B4: Labour Standards
[BmEB4 : %5 TR

General Disclosure  Information on: (a) the policies; and (b) compliance with relevant laws and regulations
that have a significant impact on the issuer relating to preventing child or forced

labour.
oooao oooooooooooono
@ OOoOoO
() ODOOUOOODOCOOODOOOCOCOOOOOOCOOO
KPI B4.1 Description of measures to review employment practices to avoid child and forced
labour.
000000B4.1 OO0OOO0OOOOOOOOOOOOOOOOOO
KPI B4.2 Description of steps taken to eliminate such practices when discovered.

0o0o0O00B42 OO0OO0OO0OOOOOOOOOOOOOOOOOOOOOO

Operating Practices
Aspect B5: Supply Chain Management
[EMEBS : HAEREIE

General Disclosure  Policies on managing environmental and social risks of the supply chain.

oooao Ooo0o0ooDooooooooon

KPI B5.1 Number of suppliers by geographical region.

00O0000OBS1 OOOOOOOOOOOO

KPI B5.2 Description of practices relating to engaging supplies, number of supplies where the

practices are being implemented, how they are implemented and monitored.
00000o0OBs2 OO0O0OOO0OODOODOUOOOOODUOOOOOOUOOOOOOODODOOOOOOOO
o
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General Disclosures

and KPIs Description

— R E R

RS ARSI ekt

KPI B5.3 Description of practices used to identify environmental and social risks along the supply P.44-45
chain, and how they are implemented and monitored.

gooO0oooBs.3 O0OO0O0OODOOOOOOOODOOODOOODODOOOOODOOOODOOO
oo

KPI B5.4 Description of practices used to promote environmentally preferable products and P.44-45
services when selecting suppliers, and how they are implemented and monitored.

000000B54 OO0OO0OOO0OOOOOUOOOOOOOOOOOOUOOOODOUODOOOOOOOOO

Aspect B6: Product Responsibility
[EEB6 : EREE
General Disclosure  Information on: (a) the policies; and (b) compliance with relevant laws and regulations P.46

that have a significant impact on the issuer relating to health and safety, advertising,
labelling and privacy matters relating to products and services provided and methods of

redress.

ooono 0000000 0DO00OCO0DO0OO0DOO0OoOoooooOoOoooooOooooon
@ O0OOOO
() OODODODODOODOODODOOOOODOOOOOOOOO

KPI B6.1 Percentage of total products sold or shipped subject to recalls for safety and health P.46
reasons.

000000B6l OUOOUOOOOUODOUOOODOUOOUODOUODOODOOOOOOOO

KPI B6.2 Number of products and service-related complaints received and how they are dealt P.47-48
with.

O000000OB6.2 O00OODODOODOOOOODOODOOOODOO

KPI B6.3 Description of practices relating to observing and protecting intellectual property P.48-50
rights.

000000Be3 ODOOUOOUOOUOOOOOOUOOOO

KPI B6.4 Description of quality assurance process and recall procedures. P.47-48

00o0ooBe4 OOO0OOOODOOOOOOOOOO

KPI B6.5 Description of consumer data protection and privacy policies, how they are P.48

implemented and monitored.
gooo0obOO0OBeS OD0OOODODOODOOODODODOOODOOODOODOOOOO
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General Disclosures
and KPIs Description

— R E R

RSEAERIER e

Aspect B7: Anti-corruption

BHEB7 : RES

General Disclosure  Information on: (a) the policies; and (b) compliance with relevant laws and regulations P.50
that have a significant impact on the issuer relating to bribery, extortion, fraud and
money laundering.

oooag goOo0oo0oOoboooooobooog
(@ 0OOo00o
() OOOODOOOODOOOODOOOOOOOOOOOOOO
KPI B7.1 Number of concluded legal cases regarding corrupt practices brought against the issuer P.51

or its employees during the reporting period and the outcomes of the cases.
00o0O0oO0oB7.1] OOOOOUOOUOOUOOUOOUOOUOOOOOOUOOUOOUOOUOOOOUOOUOOO
oo
KPI B7.2 Description of preventive measures and whistle-blowing procedures, how they are P.50-51
implemented and monitored.
O0O0000O0OB7.2 O000OO0O0DOOOODOOODOODOOOODOOOOOOO
KPI B7.3 Description of anti-corruption training provided to directors and staff. piSill
00o00oo0oB7.3 ODOO0OUOOUOOUOOUOOUOOUOOOO

Aspect B8: Community Investment
[BEBS : RES
General Disclosure  Policies on community engagement to understand the needs of the communities P.51

where the issuer operates and to ensure its activities take into consideration the
communities’ interests.

oooo 0000000000000 000000000000000000000a0
od
KPI B8.1 Focus areas of contribution. P51
Jo000OoB8l OODOODOOOOOO
KPI B8.2 Resources contributed to the focus area. P51

000000B82 OOO0OOO0OOOOOOOOO
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