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Industry Structure

Yongsheng Advanced Materials Company Limited

KBHMBERAF

Differentiated polyester filament yarn production
Differentiated fabric dyeing and processing
ZhMbeim RAGEE
Zhle R

Percentage held
by the Group
l REAEE DL

Hangzhou Huvis Yongsheng Chemical Fiber Co. Ltd
MMNEA T KRB ER D F

Nantong Yongsheng Fiber Advanced Materials Co. Ltd
FMEKBEEFTMBERA R

Hangzhou Huvis Yongsheng Dyeing & Finishing Co. Ltd
MMNEL T KEREGR AR

High polymer advanced
materials research

=9 F IR
Percentage held
by the Group
l AEBMAEE D

Jiangsu Yongsheng High Polymer Advanced
Materials Research Institute Co. Ltd

IRKBEED FHMBMRAERLF
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Corporate Values and Motto
TEMERRE
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Abiding by commitments, attaching importance to reputation credibility
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Cooperation
B 1E

Solidarity and cooperation, complementing each other’s advantages
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Reciprocity
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Mutual benefit, seeking win-win
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Learning
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Forging ahead, lifelong learning
HEER KHEE

Innovation
=B

Continuous innovation, never being satisfied
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Certifications and Qualifications

The Group was accredited as the
Fabrics China Pioneer Plant for
Differential Fibers and Yarn-dyed
Fabric
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Three of the members of the Group
were accredited as “National High and
New Technology Enterprises”
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China Chemical Fibe ation

The Group was accredited as the Vice-
chairman unit of the Chinese Chemical
Fibers Association
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Hangzhou Huvis Yongsheng Chemical
Fiber Company Limited (“Yongsheng
Chemical Fiber”) was accredited as a
Municipal Research and Development
Center
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Nantong Yongsheng Fiber Advanced
Materials Company Limited (“Nantong
Yongsheng”) was accredited as a
Research and Development Center
of Engineering Technology of Jiangsu
province
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Yongsheng Dyeing and Finishing
Company Limited (“Yongsheng
Dyeing”) was accredited as a
Municipal-Level Research and
Development Center
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I
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ABOUT THIS REPORT

This is the second Environment, Social and Governance (the “ESG”)
report published by Yongsheng Advanced Materials Company Limited
(the “Company”, together with its subsidiaries, “Yongsheng”, or the
“Group”), for the purpose of disclosing the initiatives of the Group in
relation to its ESG development.

As per the “Environment, Social and Governance Reporting Guide” (the
“Reporting Guide”) published by The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”), the board of directors (‘Board”) the
of Company has overall responsibility for the Group’s ESG strategy
and reporting. The Board is responsible for assessing and determining
the risks in relation to the ESG of the Group, as well as ensuring the
establishment of appropriate and effective ESG risk management and
internal control systems by the Group. The management of the Group is
responsible for reporting to the Board for confirmation of the effectiveness
of these systems.

The ESG report aims at improving the stakeholders’ confidence and
understanding of the Group’s environmental and social performance as
well as the sustainable development strategies of the Group. The Board
has reviewed and confirmed the ESG report has contained material,
complete and balanced content.

REPORTING STANDARDS AND
METHODOLOGY

The report is prepared based on the principles set out in the Reporting
Guide set out in Appendix 27 to the Rules Governing the Listing of
Securities (the “Listing Rules”) on the Stock Exchange.

The ESG report covers the Group’s two main businesses: (i) polyester
filament yarns (“PFY”) production and (i) differentiated fabrics dyeing and
processing in the People’s Republic of China (‘PRC”).

This report covers the financial year ended 31 December 2017 (“Period
Under Review”).
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‘ Environmental Aspects

RERFME

BUILD A SUSTAINABLE ECOSYSTEM

In response to urge for accelerating the development of “conservation-
oriented society”, the Group has actively complied with the relevant
laws and regulations in relation to emissions and pollutants control, the
Group has put in practices the “Quality and Environmental Management
Manual” in association with management procedure manuals in relation
to waste water treatment, gas emission, waste handling and resources
management procedures to monitor the treatment and disposal of
waste water, gas emissions and wastes disposal. The Group has been
accredited with the ISO 14001 environmental management certification
since February 2015 and has been assessed to comply with the
requirements of ISO 14001 standard during the Period Under Review.

A1. EMISSION POLICIES
Gas Emission Policy

The Group has formulated the “Gas Emission Management
Procedure” in order to manage its gas emission and ensure
the Group’s compliance with the relevant rules and regulations
regarding gas emissions in the PRC.

The Group primarily produces the greenhouse gas (“GHG”) due
to energy consumption in the production process. Pursuant to the
GHG Protocol (an international standard for measuring emissions
from private and public operations) in translating the GHG emission
resulted from energy consumption under Scope 2 Guidance
of the GHG Protocol (an international standard regarding how
corporations measures emissions from purchased or acquired
electricity, steam, heat and cooling), the Group has a total GHG
emission of approximately 78,594 tonnes of carbon dioxide
equivalence during the Period Under Review.
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Waste Water Treatment Policy

The Group has formulated the “Waste Water Management
Procedure” in order to effectively and efficiently manage the
treatment and disposal of waste water and comply with the rules
and regulations regarding waste water disposal.

The Group adopts measures to separate waste water produced
during its production from other uses. Waste water segregation is
adopted in the production sites in order to facilitate segregation in
treatments for different types of waste water.

The Group’s waste water is mainly produced in the dyeing facilities.
In order to comply with the local government requirements to
ensure waste water was pre-treated (i.e. reducing the Chemical
Oxygen Demand (“COD”) level of the waste water) before entering
the municipal drainage system, the Group had built a water pre-
treatment facility on the dyeing production site in 2015 with further
enhancement in 2017.

Environmental Aspects
RIBEFME
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The rainwater drainage system of Yongsheng dyeing’s factory
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Environmental Aspects
RIEFME

In terms of sewage separation measures, the Group further
modified its roof rainwater drainage system during the Period
Under Review. Rainwater collected by such system enters the
factory’s rainwater pipe networks, thus effectively prevented the
sewage of the workshop from seeping into the rainwater pipe
networks.

The Group has also installed a sewage online automatic monitoring
system in its factory to keep Chemical Oxygen Demand (COD),
pH value, ammonia-nitrogen, total nitrogen and other indicators
for wastewater monitoring under real-time monitor. The system is
connected to the local environmental protection department and
related authorities, so as to ensure the waste water emissions are
properly monitored.

During the Period under Review, the Company also completed the
building of its Distributed Control System (“DCS”) and ammonia
nitrogen automatic monitoring system for wastewater treatment
process. The DCS central control system is designed to monitor
the whole process of wastewater treatment by continuously
monitoring sewage inflow, inflow temperature, PH value, operating
condition of circulating water pump, discharge amount and
other real time indexes on 24 hours basis. With such systems,
wastewater treatment was under global monitoring and steady
control, ensuring discharged wastewater after treatment met
environmental requirements, such as COD under 200mg/L, pH
value within the range of 6 to 9 and ammonia-nitrogen and total
nitrogen below 20mg/L.

ANEBNREEBME 5RO BEEE L & —
FRETEARKEHRRS ZEZGRBENT
KEABERKERER AR ILERFK
BARKERER-

AEETEETHRAREEKERBITENR
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e
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Distributed control systems ([DCS | ) 7 % %
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HERESKEERRBETEREER  BEFK
HIKE - #XOBRE PHE « 1BIRKRARAE - HEK
EEZHEERIEIEEIT2A/NEFEENA - £)5
KEBEREBRESREEBEES - BRI
HERE 7K 3Z BICOD 200mg/LIA T ~ PHIE /T 746-9
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Waste Management Policy

The Group has formulated the “Wastes Handling Management
Procedure” in order to effectively and efficiently manage the
treatment and disposal of solid wastes.

Hazardous waste produced by the Group in production process
mainly includes dyeing sludge and waste oil from stenter. The
Company stores such hazardous waste separately by their
classification and adds labels on each depositary to specify the
type, quantity and deposited time before they were transferred to
professional third party for disposal.

Non-hazardous wastes produced by the Group mainly derived
from packaging materials in production and domestic wastes
from staff dormitory and office. The Group strives to reduce the
packaging of the products. The Group maintains optimal design for
packaging materials in accordance with environmental protection
requirements, for example: to reduce product size, minimise
packaging and save storage space. Given the needs to meet
customer expectations and logistics requirements, the Group
strives to cut down the usage of packaging materials. The main
packaging materials for the Company’s PFY products include
carton boxes, paper cones, foam boards, plastic bags and plastic
films, while the packaging materials for dyed fabric products
include paper cones and plastic films. Wooden supports are
used for product storage and auxiliary transportation and will be
disposed of as general industrial waste only when damaged. The
new wooden supports are those recyclable old wooden supports.
On the other hand, domestic wastes are handled by municipal
cleaning service.

Environmental Aspects
RIBEFME
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Environmental Aspects

RIEAH

2017 A1: Emissions KPIS

The following table sets out the emission data and total amount of
waste produced for the year ended 31 December 2017;

2017EA1HE Y B R AE M IE4ZE

TRIBHE_FT—tFt_A=1THLFE
FELNBEDNBNBEEE:

KPI Specific Indicator Emission Intensity

KPI HEgiER HEHE "R

AlA Effluent 658,635 tons 1,016.71 tons/BMB million sales
fEK 658,6350f 1,016.71 B /BB T AR HET

Al1.2 Greenhouse gas 78,594 tons 121.32 tons/RMB million sales
BERE 78,5941 121.32 W /BB T ARKHER

A1.3 Hazardous waste 624.67 tons 0.96 tons/RMB million sales
BEEEY 6246708 0.96 Wi, BETAREHER

Al.4 Non-hazardous waste 3,430 tons 5.29 tons/RMB million sales
EEEREY 3,430 5200 BETARBHER

A2. USE OF RESOURCES

The following table sets out the consumption rate of Electricity,

A2. EREH

TRIBHE—"Z—+F+-_A=+—HIF

water and packaging materials for the year ended 31 December EREN KERBEMERHBEREER:
2017;
KPI Specific Indicator Resource Consumption Intensity
KPI B EgiER BIREREE "R
A2.1 Electricity 143,892 MWh 222.12 MWh/RMB million sales
E 143,892k F ¥ 222 12Kk BETARKHER
A2.2 Water 657,026 tons 1,014.22 tons/RMB million sales
K 657,026 101422 /BB TARKIHER
A2.5 Packing Materials 3,430 tons 5.29 tons/RMB million sales
BEME 3,430 520, BETARKHER
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A3. ENVIRONMENT AND NATURAL

RESOURCES
Environmental protection measures

The main types of energy used in production are electricity and
steam, all were supplied by the municipal facilities.

The Group aims at increasing energy efficiency through proper
equipment maintenance and replacement of factory equipment.
The Group has reduced electric consumption from production by
upgrading and replacing air compression systems.

During the Period Under Review, two of the Group’s energy saving
renovation projects passed acceptance inspection. For Yongsheng
Chemical Fiber’s energy saving renovation project on air
compressors, it achieved energy saving mainly through conducting
technical transformation on air compressors to reduce energy
consumption. For Yongsheng Dyeing’s energy saving project
for differentiated and superfine fibre dyeing, it achieved energy
saving mainly through “coal-to-steam” technical transformation
that uses steam as driving force of stenter machines, which could
significantly reduce exhaust emission and environment pollution.
Such new technique has obtained “utility model patent certificate”
from the State Intellectual Property Office with the patent name of
“A Steam Stenter System with Waste Heat Recovery Function”.

The Group has a circulating cooling water system in place to
reduce the usage of cooling down machinery. Furthermore,
Hangzhou Huvis Yongsheng Dyeing and Finishing Co. Ltd has
installed a water recycling system to recycle dyed water generated
from its production and reduce water consumption.

The Group strives to recycle all recyclable industrial resources by 1)
re-using leftover materials resulted from production; 2) selling sub-
standard filament to downstream manufacturers; and 3) collecting
and re-using packaging materials of raw materials. All these
initiatives have significantly reduced packaging wastes. During the
Period Under Review, the sub-standard filaments recycled were
approximately 1,993.6 tonnes represented approximately 5.25%
of production volume.

Environmental Aspects
RIBEFME

A3. RERRXARER

RixER

AEBLEMAERIZRBAENRE T
5 B T R hE e

AEBEEEEBEENREHEENERTRE
BREERYGZ - AEEEEEBTAREER
EREBEBEARBISEERES -

REBESHA AEERIASHEIEER B BBR
W kB = B RETEENUETRE T2 REB
= BRI BOE - KRR Lt BIRE
REEM KBABEZR(CBALEMOERE
HE IERBERIAIRMSE B EL
B RZEITER - RRMFEE T BERBER B
DIRFISR - WEHF RM M RE R NBERER
BT ERHMEENES] EfEH (=%
RO R AELRR) ©

REBREBRR AKEG AR BIHIE R H
FR7K e BEoN - UM K B E LK AR BB R A
BE REKERRGA B MR B A E KRR
BRERBREE-

AEBHAREWABERBRKHIEER  *
EEBERFERAEETFEENEAR 2)
R T REREERMZEN RS  K3) E
RERNARMEBEME - TEZEERE
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Environmental Aspects
RIBFME

In January 2017, Yongsheng Chemical Fiber carried out the noise

reduction project number 20170105001 to implement noise

reduction plans and successfully met the national standards of 65
decibels.

The Group completed the upgrading of air
compressors from June to August 2017 which
reduced power consumption by 5%.
REERZZ—+FRAZN\ATKEEED
B RIEEFEES o

Environmental Friendly Products Development and
Application

During the Period Under Review, the Group were granted two
national invention patents, which can be widely applied to
households, adornments and garment. The “Nylon Ultrafine Fabric
Filament and Leather-Feel Velvet Fabric” are manufactured with
lower temperature printing and dyeing methods which significantly
reduced energy consumption and emissions, as compared with
the manufacturing of regular polyester ultrafine fiber. Meanwhile,
the microfiber filaments of “Ultrafine Fabric and Naked Shammy
Fabric” require less or no dyestuff in production result in less or no
sewage being discharged during the production process. These
two patented products achieve energy-saving and environmental
protection at the same time.

KERLE R 2017F1 AT THRBRIEEHR A
20170105001 &) P& R & &30 A D :Z EI655 B A
THREREEEE-

Nantong Yongsheng conducted full pipe
insulation of rare earth materials in a
workshop, which reduced heat loss and
improved ambient temperature.

FRK R —BEETH MR 2EE
R BRIEREERE NSREAE -

RREMARKER

REBEHMEARN AEBEERMBEBEREZAE
MR EZEARKE KHRRERAE- [
BERB AN A A I A T SRR A A | T 50 FRECOR ET)
RITELE R EBRLER R KsBAME
BEA MR IR A BEIR B FE S HE I - RIBS - [ R 4Dl
RGRERRKEY | BB EAGKELE
FREERIITFERE EMSEERED
BEIAR DS A BE DR RE K - 2 R B A E 5 7]
FEIR T EBE RIRIR -
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Environmental Aspects

REFHE
Evaluation of the environmental performance: RIBERBENFTMG:
KERE KE{E BEkE
Yongsheng Dyeing Yongsheng Chemical Fiber Nantong Yongsheng
2017 2016 2017 2016 2017 2016
Million Million % Thousand Thousand % Thousand Thousand %
Production volume metres metres Changes tonnes tonnes Changes tonnes tonnes Changes
ZZ—tF —Z2RF 2% —T—tF —ZRF —T—tF ZZ-KF
BEX BEKX % TH TH #3% T T 25%
50.9 42.3 +20.3% 147 12.7 15.7% 19.5 156.0 +30.0%
Per metre
Per metre water unit Per metre
Water usage water usage price water cost Immaterial Immaterial
FRAKE BAAKEE SRAKKA TEX TEX
-13.9% +8.1% -7.0%
Per metre Per metre Per metre Per tonne Per tonne Per tonne Per tonne Per tonne Per tonne
electric electric electric electric electric electric electric electric electric
Electricity usage usage unit price cost usage unit price cost usage unit price cost
FRAEE BARZEE SRAERA GEREE GHAZEE SHAERAK SEREE GURATEE SHAERAL
-9.3% -0.5% -9.78% -2.3% -1.0% -3.3% 4.2% -17.9% -14.5%
Per metre Per metre
steam steam Per metre
Steam usage usage unit price steam cost Not used Not used
BAREAE BAERER BREWA MR Exidii
-9.49% +19.98% +8.52%
Per metre Per metre Per metre
water water water
treatment treatment treatment
Water treatment usage usage unit price cost Immaterial Immaterial
BRKREE BRKREEE SRKRERA TEX TEX
3.17% -6.96% -4.01%
2017 Initiatives o Water recycle initiatives, reduce the ¢ Increased the overall efficiency in ¢ Increased the overall efficiency in
“E—tF R per metre water cost electricity usage electricity usage
KB - BEERRKEK A REAE EBENE RERE EEgX
o Water pre-treatment plant reduced
the water treatment unit price
KEREREREKREER
¢ Increased the overall efficiency in
electricity usage
REAECEEYX
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‘ Social Aspects
HENH

CARE FOR THE EMPLOYEES

B1.

Employment

Yongsheng believes that “cooperation” and “reciprocity” are the
key success elements in a harmonious employment relationship.
Hence, the Group strictly complies with labour laws, regulations
and industry practices in relation to compensation and dismissal,
recruitment and promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination and other benefits and
welfare. The Group participates in the social insurance schemes
operated by the relevant local PRC government authorities which
include: retirement pension, medical insurance, unemployment
insurance, industrial injuries insurance and maternity insurance as
required by the relevant PRC regulations. Apart from competitive
salaries and incentives such as bonus and share options which
is based on the evaluation of their contributions to the Group,
the Group also provides promotion prospects and training
opportunities to staff.

The Group also provides a series of facilities and benefits for its staff
and their families. The Group aimed at equipping its staff with all-
rounded skills and developing the full potential of its staff. Most of
the senior management worked over five years in Yongsheng.

FEIRET

Bi1. E{H

XBERE [AVE] BIEE] T ERBEEF
ZHARKNER AL ANEBRKETHE R
SN EREE  BEREA TR RERM-F
Ee 2ol RIBR R E A FFE REF
ZEBEER EBRRITEE AEE2ERE
BEMPBEBFIRMZESREEE B2
EEFBEERBEEZRREES BERR
KERR TERREEERB -BRARFN
Z2Ee B (WRBEEEAEE 2 TR
EBEZARBRE) N AEERABTIE
HEANSE RIFIHES -

AEENABIRERBRM —RIEFRE
F-AEERNAEETHEZETE TR
BWETEN ABHDSMEEAB DI KE
THERFHUE-
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Gender equality and diversity

The Group promotes equal opportunity and advocates diversity.
All recruitment and promotions are based on meritocracy and all
candidates will be considered during the recruitment procedures.
Selection of candidates will be based on a diverse range of
criteria, including but not limited to gender, age, cultural and
educational background, experience, skills and knowledge.
Necessary procedures are also exercised to ensure fair and non-
discriminatory recruitment.

As at 31 December 2017, the Group had a total of 620 employees
and all of them are full-time employees. During the Period Under
Review, the Group’s overall average employee turnover rate is
3.55%.

Social Aspects
tEerE

MEHIFERZTIE

rEBEEEHEFENRESTIL-ERE
REFGUBAES BRE - BERBREFT
GERMA NE - BURREANBGIAS TRE
REE SREETRVER  Fi XUERHE
BR KR RERAE -AEERUEREITTE
BREE IR A F MFIAR 1R ES -

R-EBE—+F+_A=+—H AEEXEHR
ST620A  2HREREM -XEEHREA -
AEEZEBITHEBMRAIEAFE3.55% °

=

The Group's employee profile by gender is illustrated as below:

rEERERESRMRSHMT:
i 169
I T T T U
0 100 200 300 500
By Gender
tqi il

The Group's employee profile by age is illustrated as below:

FEBRERERFRESHUWT

5
>year 60
>605%

257
year 41-60
41-605%

By Age Group

BERER

188

year 18-30
18-307%

170

year 31-40
31-405%
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Social Aspects
HELE

Staff activities

The Group has organised various leisure activities and festival
celebrations for its staff. During the Period Under Review, the
Group organised a series of activities to celebrate festivals like
Chinese New Year, Women’s Day etc.. The Group also organised
staff travel and other sports activities, in order to encourage work-
life balance among its staff. The Group arranged thanksgiving gifts
to its staff during Chinese New Year, Mid-Autumn Festival etc.. As
a caring company, senior management of the Group regularly paid
visits to staff under inferior living conditions and assist them with
sincere gratitude.

ETZE

ARBE AR TEREENKMEHREDAE
2o REEBEN AEESES— RIIER
B RRGSHAED - AREEMET
BRATR A E S B ERERTFE IR
RUEE  ARBERDH RPRHSMIABAT
RERBEY - A MERREHAT &
SESAEREEHEHRNEERT 1R
HREEY -

Celebrating Party for New Year
MEME

Group Tour Program

B TiREES

Annual Meeting for New Year

HEFERY

Our Management visited employees in need
NCIEEECESU a3
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B2. Health and Safety

Emphasis on occupation health and safety

In accordance with the relevant local laws and regulations, the
Group offers health and safety education to employees and
provides induction safety training and arranges safety retraining for
elder employees.

Yongsheng Chemical Fiber and Nantong Yongsheng distribute
protection gears, such as earplugs and masks regularly, and offer
proper training in respect of which is carried out among staff.

To promote a safe working environment and protect employees
from occupational hazards, Yongsheng had formulated its own
procedures of the handling of chemical products and machinery
management.

The Group offers a series of safety and occupational health
manuals and trainings to its staff in order to enhance their
awareness in production safety. The Group has installed
comprehensive fire alarm systems and fire-fighting equipment
at each workshop to reduce potential fire risk. During the Period
Under Review, the total training hours of occupational health
and safety education were approximately 2,045 hours. All of the
Group’s new staff had attended the safety trainings. Apart from
the basic safety training, the Group also focused on implementing
the “6S” lean management framework in daily works. The Group
also requires proper safety training to be conducted before new
equipment or techniques being employed or being operated. The
management also conducts regular safety and incidents analysis
workshops with staff.

Social Aspects
tEerE
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Social Aspects
HEFHE

B3. Development and Training B3. &EKiE
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to staff, such as new staff induction program, fire prevention ERREE REHEENE

seminars, work safety seminars, seminars on technical topics,

managerial skills, rules and regulations updates.

Communications are keys to the success of Yongsheng, internal
management meetings were held regularly, such as management
monthly meetings, periodic meetings for ad-hoc projects,
functional meetings and daily team briefings, etc.. Also, in order to
promote a safe production environment, efficiency and uphold the
quality of the Group’s products, organised trainings were provided

Efficient process for talent development
SRHATERRE

Objective setting Competency Development Performance Appraisal Vocational Development

BRRE

RENBE

RETE

BEBE

Establishing clear
performance targets to
create value for achieving
the Company’s business
objectives
REFMNEEBR R
AEBRRBERAEEE

Conducting in-depth
analysis and formulating

a targeted plan for
performance development,
S0 as to ensure performance
optimisation

IRADHT - HITEH EE R
EMERE BREEE
HE&RRE

Conducting systematic
assessment and

evaluation on the results of
performance targets
HEEM A BT AERNR
FEZ B

Proposing a clear plan that
provides a path to career
success for employees
AT S BB TRHE—
BEBEKI B EE

e Communicating with the
responsible personnel
to confirm the short and
long-term performance
output objectives
undertakings
HE T ABE  WRRE
BRI R B PTAIE R 4
EHER

e Setting development
targets to ensure the
growth of organisational
capability
RALTERABBE KK
NERBR

e Clarifying the content and
direction of our trainings
and ensuring their
implementation
BRTELE DI AR BT () -
RIFINE M

e Carrying out training and
capability improvement
work with a focus
on core competence
development
EHEz L N ER FR
IR IR A THE

* Improving the
management skills to
support the achievement
of a high performance
process
REEBRERE AL

BEBRENER

e Establishing performance
assessing standards for
performance targets
HEEMBIER REXE
FEEE

e Evaluating the
effectiveness of the
employees’ learning and
development program
FHMEE TSR MERIE
BEMEARML

e Careers development and
guidance for employees
ETIWEERES

e Design and
implementation of
performance incentive
system
BRAEN R R R HEE
i}

o Aflexible career
development system that
allows inter-departmental
transfer, vertical
promotion and cross-
grade promotion
BEMBERRER &
MR EHEEA BR
=

® In-house mentor program
AEDE AT &I

e Task training program
EBEIET &

* Internal job rotation
program
¥ feal 51 1

® Internal project program
AERIE B 58
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B4. Labour standards

The Group strictly complies with the relevant laws and regulations
in relation of the prohibition of child and forced labour. The Group
strictly prohibited employment of any staff under the age of 16.
The human resources department of the Group strictly implements
measures to prevent any violations thereof, for example identity
cards, certificates of skills and graduation certificates of each staff
member are verified before signing formal employment agreements
with the candidates. The Group also has measures in place to
reconfirm whether the newly recruited staff meets the recruitment
criteria. The Group will pay minimum salary on a monthly basis
which is no less than those required by local government in
accordance with the government regulations during the probation
period. It will determine staff salary in accordance with the skills and
technical requirements of the position.

OPERATING PRACTICES

B5. Supply chain management

Corporate certifications, qualifications and awards

Yongsheng promotes “innovation” with strong research and
development capabilities. The Group obtained certifications in
quality and environment management aspects (ISO9001 and
ISO14001). In addition, the Group has obtained a series of
corporate certifications, qualifications and awards as listed out in
the “Certifications and Qualifications” section above in recognition
in its effort in promoting “innovation”:

B4.
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Social Aspects
tEerE

$s

s T A g

o

AEEBEETERELETNRHSTZHE
BOERRER - REBE BRI LR EEM 165K
IATHET - REB AN ERELIERE AR
ErAERBRAMNEHERATUZESEET
MENE REEEREXEESHER ML
EAARRTT A o AR B IR RS i S 37 R T
BEETEANARBRE - REBFHE
RERHPA AEEKX N 28 AREHFE T
KR 75 BT AR TE 2 122 - N E MR R B
ZHRERBRMERKEERIHE -

E1E A

B5. {tEdEEE

PHEAE BHERERD

KEBENHEERAMBEL NN 8] B

AEBERSEEMREEE A ZRE
(1S09001 }21S014001) ° L4 - AN B B BL{S

—ZRIARTZHES A MELSIHA
RIRBER N EE (HN EX [RERE®R | —
EIFTEL) ©

KBRFAMBERAT 20178 Hekeams 19



Social Aspects
HELE

Procurement reliability and relationships with suppliers

The Group monitors its procurement procedures closely as raw
materials directly affect products quality. During the Period Under
Review, the major suppliers of the Group were mainly located in
Zhejiang province, Jiangsu province and other regions of the PRC
and had over 5 years of relationship with the Group on average.
When liaising with new suppliers, the sourcing department of the
Group is responsible for evaluating the potential suppliers with
reference to the criteria set out in the “Stakeholders Environmental
Management Procedures”, for example the compliance of relevant
statutory requirements, product quality, production stability,
compliance of safety and environmental protection rules and
regulations and pricing. The Group only engages the suppliers
which have passed the evaluation. Subsequent to the engagement
of the suppliers, the Group performs regular evaluation of its
suppliers in order to monitor product quality.

Emergencies management

The Group formulated the “Emergency Management
Procedures” and “Fire Prevention Management Procedures”
and other production safety management systems to cope with
emergencies. In addition, the Group has designated personnel to
conduct safety inspections on production facilities and conduct
instant follow-up when any exceptional situation was found.

In order to minimise the environmental and social impact due to
emergencies, the Company will set up a central team to manage
emergencies and designate relevant personnel to formulate
evacuation plans, conduct post-incidental repair and investigations
in order to avoid the re-occurrence of similar incidents in
accordance with the “Ratification and Prevention Measures
Management Procedures”.

During the Period Under Review, there was neither report of severe
injury or death of employees, occupational diseases nor fire or
explosion accident causing a direct economic loss of RMB5,000 or
above.
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B6. Product responsibility
Product quality

The Group is committed to offer quality products to its customers
and complying with the requirements of relevant standards in
relation to health and safety, advertising, labeling and privacy
matters of its products. The Group has formulated the “Product
Quality Monitoring and Measurement Procedures”, the “Defective
Product Management Procedures” and the “Data Analysis

Social Aspects
HEFE
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Monitoring Procedures” in order to strictly manage product quality.
The following chart illustrates the quality and environmental
management framework of Yongsheng:

The quality and environmental
management framework of Yongsheng
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Social Aspects
HELE

Patents

As one of the leading manufacturers of differentiated PFY and
dyeing and processing of differentiated polyester filament fabrics
in the PRC, product quality is the top priority of Yongsheng.
The Group had 67 registered patents, 2 registered patents for
invention, and 6 patents for invention were under approval. The
number of patents being owned by each member of the Group is
as follows:

=7

1 7 0 B <8 0 B 2= B fRkim 5=k I 2= BN ki
ERAERMINEERZ —EmEERK
BZEERE - AEEERF67HEMEN K
CIREHAEMEMN - A AENEAEEM - K
SEEREBRARZEBEENEWT

Number of

patents

being owned

EEENE

Yongsheng Dyeing KB R 20
Yongsheng Chemical Fiber K BR AL A 15
Nantong Yongsheng A 3 7K B 34
69

Yongsheng sets “innovation” as the top priority for its business
growth. The Group pays great attention to the protection of
intellectual property and product secrecy in order to safeguard
the fruit of its innovation. The product information department
is responsible for managing the patents and projects of the
Group. The Group will cooperate with intellectual property service
companies to improve the quantity and quality of future patents
applications. The Group will continue to develop a sustainable
innovation model through internal research and development,
industry-university-research cooperation and others research and
development efforts.

The Group will also perform periodic customer satisfaction surveys
in order to understand customer demand.
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B7. Anti-Corruption

The Group emphasises on transparency and responsibility in
order to fulfill the corporate motto of “integrity”. The Group strives
to achieve zero occurrence of incidents that are detrimental to
the interests of shareholders, investors, customers and other
stakeholders of the Group. The Group had formulated a set of anti-
corruption policies to ensure compliance with all applicable anti-
corruption laws and regulations in relation to bribery, extorting,
fraud and money laundering. All directors, staff, agents and
representatives and any individuals acting on behalf of the Group
are prohibited from directly or indirectly offering, giving, soliciting or
receiving any form of bribe, kickback or other corruptive payment
or anything of value, to or from any person or organisation,
including government agencies, individual government officials,
private companies and employees of those private companies
under any circumstances. During the Period Under Review, the
Group did not have any non-compliance with laws and regulations
in respect of anti-corruption, including but not limited to Prevention
of Bribery Ordinance (Chapter 201 of the Laws of Hong Kong) and
Criminal Law of the PRC.

Moreover, the Group had formulated a whistle-blowing policy to
increase employees’ awareness to uphold integrity. The chairman,
chief executive officer and the audit committee of the Company
will receive report of the whistle-blowing incidents and have the
discretion to initiate independent investigations according to the
nature of the incidents or refer the incidents to relevant regulatory
authorities. The Group engaged investors and stakeholders
periodically by publishing quarterly financial and business updates,
organising visits to its factories and arranging focus group
meetings with institutional investors and stock commentators.
The Group also publish announcements in relation to its major
development in accordance with the seven “Principles of
Responsible Ownership” published by the Securities and Futures
Commission (“SFC”).

Social Aspects
tEerE
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Social Aspects
HELE

B8. Community Investment

Community Service

Management of the Group actively participates in the public
positions in community service. The chairman of the Group has
been elected as a representative of the Hangzhou City Xiaoshan
District People’s Congress of the PRC since December 2016. The
chief executive officer of the Group has been elected as a member
of the Hangzhou City Xiaoshan District Committee of the Chinese
People’s Political Consultative Conference since December 2016.

Yongsheng is keen on contributing to the society. During the Period
Under Review, the Group donated approximately RMB325,500 to
surrounding communities and social organisations.

Community Care

Apart from paying high attention to corporate developments, the
Group also cares about the development of the communities
where its factories and offices locate. The Group has not
only provided financial support to those who are in need in
the surrounding communities, but also organised community
events and encouraged its staff to participate. Yongsheng also
participated in the singing competitions and sports events
organised by the local communities.

Yongsheng Advanced Materials organized
the “Summer Cooling Gifts” activity to
express our regards to sanitation workers
KEFMERETEEEEREIAN
[BEFXER]ED
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Yongsheng Advanced Materials organized
its employees to participate in voluntary

blood donation activity
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