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ABOUT THIS REPORT AND ITS ASPECT

This sustainability report outlines the approaches, commitment
and strategies of the Group’s major subsidiaries in respect of
environmental protection, social responsibility and operating
governance. The reporting period of this report is from 1 January 2020
to 31 December 2020. The data disclosed in this report is provided by
the respective human resources, administration, finance, energy and
other relevant departments, and has been prepared and collected by
sustainable development department. Unless otherwise stated, the
contents disclosed in this report included each of major branches and
production bases of the Group in China, Vietnam and Cambodia.

This report has been prepared in accordance with the
“Environmental, Social and Governance Reporting Guide” set out in
Appendix 27 of the Listing Rules. During the reporting period, the
Company has complied with the “comply or explain” provisions set
out in the “Environmental, Social and Governance Reporting Guide”.

PARTICIPATION OF STAKEHOLDERS AND
SELECTION OF MAJOR ISSUES

In order to ensure the effective implementation of our environmental,
social and governance policies, the Group attaches great importance
to the opinion from every stakeholder. Stakeholders includes internal
stakeholders like Directors, management and staff of different levels,
as well as external stakeholders like shareholders, customers,
suppliers, banks, every government authority and local community
organizations. Internal meetings, interviews, internal publications,
staff performance review, training courses organized by Shenzhou
School of Management are the Group’s major communication
channels with its internal stakeholders. While for our external
stakeholders, the Group uses meeting, site visit, annual general
meeting and Group’s announcement as communication channels.

After comprehensive consideration, we will present our policies
on resources utilization, energy conservation and emission
reduction, remuneration package, working environment, training
and development of our staff, social engagement, procurement
chain management, anti-corruption, lean production and innovation,
investor relationships, etc, and their effectiveness. All stakeholders
are welcome to express their opinions.

ERIN B B & @42 fR A IR /A B Shenzhou International Group Holdings Limited
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VISION

Shenzhou’s position for its future corporate development is to
be committed to “becoming the best garment operator in the
worldwide”. Shenzhou is Asia’s biggest vertically integrated
garment enterprise, with a complete operation system including
research and development, design, production and logistics. The
future development strategy of Shenzhou is not only to pursue the
continuous growth of the scale of the enterprise, but also to focus
on the comprehensive uplift in the corporate competitiveness,
especially the improvement in innovation, automation, digitalisation
and environmental protection.

MISSION

“Building a green enterprise and offering people a comfortable life”
— Environmental protection is primary social responsibility as well as
the basis of long-term viability for any enterprises. The Group shall
always remain devoted to environmental commitments, from which
corporate sustainability can be realized. Comfort is not merely a
tactile sensation from our knitwear, but also a state of living that we
so fervently pursue. By creating a life of comfort, we seek to make
the enterprise one with nature.

BN EE SRR
Shenzhou Group Strategy House

R HAEKRERRNER
Vision: become the best global apparel manufacturer
-] oﬁﬁfi HF{HAERE B®
PRODUCTIVITY INVESTMENT  DIGITAL SUPPLY CHAIN PEOPLE
BIFR BEt EE AR
INNOVATION AUTOMATION SPEED SUSTAINABILITY
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Mission: Build a green enterprise and offer people comfortable life

BOEE R BT B8, WE

Core values: Integrity / Responsibility / Learning / Efficiency
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ENVIRONMENTAL, SOCIAL RESPONSIBILITY
AND GOVERNANCE STRUCTURE

The Group recognizes the importance of enhancing its own
environmental and social responsibility to maintain business
sustainability. In determining its operation strategy, therefore, the
Group considers risks and opportunities affecting the environmental,
social responsibility and governance (“ESG”) issues, which will
provide guidelines for its daily business operations. The Group has
established a Sustainable Development Committee (“Sustainable
Development Committee”) chaired by the Chairman of the Board.
Meanwhile, we have also appointed the head of our Administration
Department to organize the daily operation of the committee and
report to the Board on a regular basis.

The Board endorses the Group’s commitments to ESG responsibility,
and assumes full responsibility for ESG strategies and reporting. The
Board reviews the ESG performance of the Group annually, identifies,
evaluates and manages important matters related to environmental
protection, social responsibility and governance, and oversees and
approves annual ESG report.

In charge of assessing and determining the ESG risk exposure,
the management of the Group also ensures the Group establishes
appropriate and effective ESG risk management and internal control
systems and reports to the Board the risks and opportunities related
to ESG, and provides confirmation on the effectiveness of the ESG
system.

ERIN B B & @42 fR A IR /A B Shenzhou International Group Holdings Limited
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ENVIRONMENTAL PROTECTION

1.

The Introduction of Shenzhou’s Environmental
Protection:

Environmental protection is one of the key policies of the
government. In recent years, the Chinese government
has strengthened its effort in environmental protection
policy through reform of the supply side, which restricts
and eliminates the outdated production facilities that have
negative impact on the environment. The Chinese government
continuously improved environmental protection legislation,
and many environmental protection regulations were being
promulgated and implemented, including Environmental
Protection Law of the People’s Republic of China, Law on
Appraising of Environment Impacts of the People’s Republic
of China, Atmospheric Pollution Prevention and Control Law
of the People’s Republic of China, Water Pollution Prevention
and Control Law of the People’s Republic of China, Solid
Wastes Pollution Prevention and Control Law of the People’s
Republic of China, Soil Pollution Prevention and Control Law
of the People’s Republic of China, Administrative Measures
for Carbon Emission Rights Trading (Trial), Regulations on the
Administration of Pollutant Discharge Permits, etc. Such laws
highlighted the supervision of environmental protection and

monitoring of discharged pollutant by local governments.

On 31 December 2020, the Ministry of Ecology and
Environment promulgated the “Administrative Measures for
Carbon Emission Rights Trading (Trial)” (BxBERIE R 5 & 12
woE &Hi7),

and serve to promote reduction in greenhouse gas emissions

which came into effect on 1 February 2021

through the market mechanism and regulate the trading of
carbon emission rights and related activities.
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On 24 January 2021, the State Council promulgated the
“Regulations on the Administration of Pollutant Discharge
Permits” (HESsF Al B %)), which came into effect on
1 March 2021 and serve to regulate the act of discharging
pollutants and control the discharge of pollutants through
strengthening the management of pollutant discharge permits.

On 22 February 2021, the State Council promulgated the
“Guiding Opinions on Accelerating the Establishment and
Improvement of the sound Green and Low-Carbon Circular
Development Economic System” (BERINIREIE 24 EE
MBERZERCERBAMNIBEERTR), with an aim to provide
guidance to various main entities for participation in and
improvement of the production system, circulation system
and consumption system under the sound green and low-
carbon circular development, accelerate the green upgrade of
infrastructures, and build a market-oriented green technology
innovation system. The textile and apparel industry should
proactively respond to and participate in this green action plan
initiative to form a green, environmentally friendly and novel
industry chain by achieving breakthroughs primarily on energy
conservation, environmental protection, clean production, and
clean energy. The more stringent environmental protection
regulatory requirements will motivate the textile and apparel
industry to pay attention to and invest in environmental
protection, and at the same time facilitate the supply-
side reform of the industry brought about by environmental
protection.

The Group will continue to strengthen its sustainable
development capabilities and promote the harmony between
high-quality industrial development and high-level protection
of the ecological environment in order to procure the industry
to follow a green and low-carbon development approach.
In the next few years, through further optimising the energy
consumption structure gradually, especially by increasing
the proportion of clean energy consumption such as wind
power and solar power, as well as continuously improving
craft process and enhancing the industrial application of
environmental protection equipment, the Group will promote
resource conservation and recycling, enhance the efficiency of
resource utilisation, improve the standard of clean production
along the entire industry chain, and strive for reduction in
carbon emissions year by year.

ERIN B B & @42 fR A IR /A B Shenzhou International Group Holdings Limited
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The main resources used in the process of the Group’s
production is water, electricity, steam, natural gas, coal and
biomass. The Group primarily produces greenhouse gases due
to energy consumption in the production process, greenhouse

;ME— BEER (KRR -EWER gasses emissions include Scope 1: direct emissions (natural
B MEE—  BEER (BAHM gas, biomass fuel and coal) and Scope 2: indirect emissions
ZR) ERAEEREREENTER (electricity and steam). Fabric production is the main process
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of energy consumption. The main wastes generated from
production are wastewater, waste gas and solid waste etc.,
and the wastewater and waste gas are generated from dyeing
process.

Given the continuous technology advancement of production
equipment in recent years, the water and energy consumption
of domestic bases decreased continuously during the year,
thus solving the problem arisin from the governmental
limitation on environment emission index following the increase
in productivity of fabrics.

During the reporting period, the Company has complied with
all relevant laws and regulations that have a significant impact
on the Company relating to air and greenhouse gas emissions,
discharge into water and land, and generation of hazardous
and non-hazardous waste.
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2.

Use of Resource
2.1 Water Resource

In 2020, water consumption of the Group for the year
is 25,114,720 tons, which decreased by approximately
4.43% when compared with last year, which was mainly
attributable to the use of environmental friendly raw
materials by the Group, improvement in dyeing process,
introduction of environmental friendly equipment and
the use of reclaimed water after treatment. The Group
has wastewater treatment facility in China and Vietnam
respectively to treat discharged water. Meanwhile, the
Group has recycled facilities in Mainland China, with a
capacity of 15,000 tons of reclaimed water per day, and
we have consumed a total of 2,256,939 tons of reclaimed
water. Through sewage spilt-flow in the production
process, lightly polluted water for dyeing is recycled after
treatment with a usage rate of approximately 30%. Thus,
it effectively lower the consumption in water resources
and the volume of direct wastewater discharge, and
dyed polluted water is discharged after strict treatment.
In addition, the reclaimed water recycling facilities at the
fabric factory area in Vietnam are under construction.
The decrease in reclaimed water was due to the fact
that currently only the fabric factory in Ningbo used the
reclaimed water recycling system and the production
capacity of the fabric factory in Ningbo in 2020 decreased
as compared to 2019, which resulted in a corresponding
reduction in total water consumption following such
decrease in production capacity. Also, the Group adjusted
the product structure of the fabric production sites in
Ningbo and Vietnam.

BRRRE D WFEKE
Water consumption by source
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Currently, Ningbo factories are completely using
natural gas as basic fuel, thus effectively alleviating
the adverse impact on the atmosphere. In 2020,
the Group consumed a total of 53,529,305 m® of
natural gas, representing a decrease of 9.64% as
compared to the corresponding period last year,
with approximately 122,031 tons of carbon dioxide
emitted. The decrease in gas consumption volume
was due to the fact that natural gas was mainly
consumed by the fabric production site in Ningbo,
the production capacity of which in 2020 decreased

EWERELL2019EBF T as compared to 2019. As such, the total natural
o AL AEBHNXAR gas consumption volume of the Group dropped as
FRLEHNKR2019FEAF compared to 2019.
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2.2.2 Biomass and Coal

In 2020, the total consumption of environment-
friendly biomass and coal was 194,346 tons (2019:
174,770 tons), representing an increase of 11.20%
as compared to that of last year, with approximately
441,855 tons of carbon dioxide emitted. The
increase was due to the fact that coal was mainly
consumed by the fabric production site in Vietnam,
the production capacity of which in 2020 increased
as compared to 2019, resulting in an increase in the
consumption volume of coal.
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2.2.3Diesel fuel and gasoline*

During the year, though the transportation, the
Group used a total of 12,753,508 litres of diesel
fuel, which emitted 33,542 tons of carbon dioxide,
and used 188,338 litres of gasoline in total with 434
tons of carbon dioxide emitted. The total carbon
dioxide emitted was 33,976 tons.

The diesel fuel and gasoline were tracked and
measured statistically in a systematic way from
the early of 2020, but the data of Cambodia was
excluded.
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2.3 Indirect Energy
2.3.1 Electricity

The total consumption of electricity of the Group
for the year was 676,640,747 kWh (in which
673,841,471 kWh was purchased electricity and
2,799,276 kWh was self-generated solar power for
internal use), representing a year-on-year increase of
7.17%. The main use of electricity was production
of fabrics. The increase in total electricity was due
to an increase in the production capacity of the
fabric production sites in Vietnam in 2020 together
with an increase in the fixed power consumption
of the new workshop. In 2020, the fabric output
of the Group was 195,257 tons, representing a
decrease of 2.79% as compared to that of last year.
The electricity consumption of the fabric factories
was 486,901,562 kWh, representing an increase of
approximately 2.35% as compared to last year.

B EE-—ERED
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2.3.2 Steam
In 2020, the volume of outsourced steam was
892,822 tons, representing a year-on-year decrease
of approximately 13.10%, with approximately
228,037 tons of carbon dioxide emitted. The
decrease in outsourced steam was due to the fact
that outsourced steam was mainly consumed by
the fabric production site in Ningbo, the production
capacity of which in 2020 decreased as compared
to 2019. As such, the total outsourced steam
consumption volume dropped as compared to
2019.
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Please refer to the following table for the
intensity of direct energy consumption, indirect
energy consumption and water consumption in

BRTXR: 2019 and 2020:
—Z2-NF ZETEHF
2019 2020
FEKENRE (W, T14) 61.0 57.1
The intensity of water consumption (Tons/k pieces)
BHEERHEENRE-MR QLA K/ T4 137.5 121.7

The intensity of direct energy consumption

— Gas (m¥k pieces)
BHEERHEENRE - EME MRS RE (M, FH4) 0.4 0.4
The intensity of direct energy consumption

— Biomass fuel & Coal (Tons/k pieces)
BiEEREEENRE-8H (TREE /T4 1,465.6 1,537.8
The intensity of indirect energy consumption

— Electricity (kWh/k pieces)
BB REEENRE %5 (M T4 2.4 2.0
The intensity of indirect energy consumption

— Steam (Tons/k pieces)

e . BEZFEASEHES Note: Intensity represents the ratio between total
HEFIARENGE consumption and total production of knitwear each
EEZEo year.
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In 2020, the decrease in water consumption
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intensity is attributable to the modification and
upgrade of a series of water and electricity
conservation equipment, one of the examples
was our fresh water consumption decreased after
the upgrade of dyeing and finishing facility and
modification of pipelines. At the same time, as
the total water consumption in 2020 decreased
by 4.43% as compared to 2019 and the total
fabric production capacity decreased by 2.79% as
compared to 2019, hence, the intensity of water
consumption dropped. The intensity of steam
consumption dropped because the usage of steam
decreased.
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EMISSIONS

In the current year, the Group’s operation has no significant
impact on the environment and natural resources. Therefore,
Aspect A3 (Environment and Natural Resources) and its KPI
A3.1 (Description of the significant impacts of activities on the
environment and natural resources and the actions taken to
manage them) are not applicable to the Group and are not
disclosed in this ESG report. In terms of the relevant policy
in environmental protection and natural resources, the waste
water, waste gas and noise of the Group comply with emission
standards. In terms of the emission of waste water, the current
emission of waste water of the Group is better than standard.

The Group pays attention to the control of pollutants in the
whole process and attaches importance to the environmental
protection performance of raw materials provided by suppliers
in determination of suppliers. Each production department
continues to improve technique and tries to enhance the level
of environmental protection in technique. It optimizes energy
structure and gradually increases the use of clean energy.
It upgrades old equipment promptly through introduction
of advanced and greener equipment with low consumption
to reduce the consumption of resources and emission of
pollutants. In the final treatment of pollutants, it strictly
complies with relevant requirements of government and
ensures compliance with standards in emission.

ERIN B B & @42 fR A IR /A B Shenzhou International Group Holdings Limited
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3.1 Emission of Sewage

The Group adopted the following facilities in treating
sewage, which included the reduction of water
consumption by carrying out actions such as technological
innovation of dyeing process, upgrade and technological
improvement of dyeing and finishing facilities as well
as measures such as continuous washing after printing
and digital printing in order to reach the target of the
decreasing emission of sewage.

The Group is studying the layered treatment for waste
water, to reach the target of further lowering the waste
water discharge and recycling for reuse. The Group is
getting closer to zero discharge.

The Group has set up integrated sewage treatment
facilities in its Ningbo and Vietnam production bases
since construction completed to comply with the
emission standards before discharging. It carries
out regular inspections according to the Ecology
Environmental Protection Bureau’s requirements. The
respective environmental protection authorities have
installed online detection devices at the sewage outfalls.

The frequency of inspection on wastewater discharge of

the Group is: realtime monitoring for on-site inspection;
once every three months for sample inspection.
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The Group has discharged 20,381,072 tons of waste
water in 2020, representing an increase of 1.54%
compared to that of last year. The increase in volume
of waste water discharged was due to an increase in
production volume of the Vietnam production site.
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Volume of waste water discharged
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3.2 Emission of Waste Gas

The air pollutant generated from production process of
the Group are mainly smoke and dust, sulphur dioxide
and nitrogen oxide. The Group also conducts online
monitoring on smoke emission to ensure compliance
with the emission standards before discharging. The
respective environmental protection authorities have also
installed online monitoring devices at our smoke outfalls.
At our Ningbo factory area, the frequency of inspection
on smoke and gas emission is: real-time monitoring for
on-site inspection; once every three months for sample
inspection.

In the fabric production site in Vietnam which primarily
used coal, emission was monitored and controlled
for major equipment which emitted waste gas in the
production site such as boilers, setting machines and
drying machines through quarterly waste gas emission
inspections and the online monitoring system installed
at the boiler chimneys. The purpose was to ensure
compliance with the requirements on sulphur dioxide,
nitrogen oxide and other waste gas emission under local
laws.
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The Ningbo factory area fully used natural gas boilers
in 2020, which enhanced the efficiency of the boilers
effectively, and stopped the use of fuel like coal and
biomass etc..

Sulphur dioxide is mainly generated from combustion of
coal. The Group emitted 305.33 tons of sulphur dioxide in
2020, representing an increase of 22.43% as compared
to that in last year (where 249.38 tons of sulphur dioxide
were emitted in 2019 based on the calculation method
used in 2020). The increase was mainly attributable to the
increase in coal consumption of the fabric production site
in Vietnam due to the increase in its production volume.

The main sources of nitrogen oxide emissions are boiler
combustion, setting machines and drying machines.
215.68 tons of nitrogen oxide were emitted in 2020,
representing an increase of 19.27% as compared to
that in 2019 (where 180.82 tons of sulphur dioxide were
emitted in 2019 based on the calculation method used in
2020). The increase was mainly originated from the fabric
production site in Vietham as the increase in production
capacity of the said area resulted in more use of boiler
combustion, setting machines and drying machines.
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The main sources of smoke and dust emissions are
combustion of coal and biomass boilers. The Group
emitted 53.12 tons of smoke and dust in 2020,
representing a decrease of 15.75% as compared to that
in 2019. The decrease was mainly attributable to the
fabric production site in Ningbo as the use of biomass
and coal was completely eliminated and replaced by
cleaner natural gas fuel in the site in 2020.
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Volume of sulphur dioxide discharged
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Note: Sulphur dioxide is mainly generated from combustion of coal. At present, our production sites in Vietnam are
still using coal. Meanwhile, our emission of sulphur dioxide increased as the volume of coal combustion in the
Vietnam production site increased as a result of an increase in production capacity. In addition, since the sulphur
dioxide emissions in 2019 were annual data calculated by multiplying the data obtained from the monitoring
conducted once every quarter by the number of operating days, whereas that in 2020 was calculated based on
real-time monitoring of data, a new calculation method was adopted this year.
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The increase in nitrogen oxides discharged was mainly originated from the fabric production site in Vietnam as
the increase in production capacity of the said area resulted in more use of boiler combustion, setting machines
and drying machines. Since the nitrogen oxide emissions in 2019 were annual data calculated by multiplying the
data obtained from the monitoring conducted once every quarter by the number of operating days, whereas that
in 2020 was calculated based on real-time monitoring of data, a new calculation method was adopted this year.
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3.3 Emission of Solid Waste

The statistics for 2020 included hazardous wastes and
non-hazardous wastes emissions of the whole Group. In
2020, the emission of hazardous wastes of the Group
was 1,441 tons in aggregate, representing an increase
of approximately 54.77% as compared to that of last
year and the major emissions are wasted oil, wasted
fluorescent light and wasted ink as well as empty plastic
drums for storing chemicals. Compared the increasing
reason, it is mainly due to empty plastic drums for storing
chemicals in Ningbo were classified as the hazardous
wastes since 2020.

In addition, the Group has also set up storage areas for
non-hazardous wastes, which were eventually passed
to qualified organisations for eligible processing. The
total amount of non-hazardous wastes discharged was
145,840 tons in 2020, which increased by approximately
1.36 times as compared with same period last year,
mainly due to including cinder and sludge in the
calculation for the year.

The hazard wastes, such as chemical packaging material
in Vietnam and Cambodia were handled by the factories,
but some portions of chemical packaging materials in
Ningbo district were handled by the suppliers and some
portions were handled by the factory.
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The Group conducts a classification and treatment
process for all solid waste, part of which will be recycled
and reused to minimize its pollution to the environment.
QOur Group classifies all non-hazardous solid waste
(except for cinder and sludge) into four categories in the
below table according to the relevant Regulations for
Waste Classification and Management in the production
sites and the relevant offices in China, Vietham and
Cambodia. The decrease in the treatment volume of non-
hazardous solid waste (except for cinder and sludge)
and the increase in the treatment volume of the non-
hazardous waste that cannot be reused or recycled
were due to the Group strengthening the classification
of recyclable garbage. The more detailed classification
would increase the recycled proportion of recyclable
waste. Please refer to the following table for the specific
classification and weight.

iy ki3 ZEC%E
5 Efl BMRE BB EE(MR) RE
Weight in Weight in
Category Examples Source of waste 2019 (tons) 2020 (tons) Handling
UERARARRZARAEER BA2 BAH BAT B4A A RERERBR 15,149.80 1448222  EBARE=HEAEN
Reusable or recyclable Waste paper boxes, waste Knitting, dyeing and garment Sold to third party(ies) for
paperboards and papers paper cones, waste paper cores,  making process recycling
waste papers
UEFRNAERZEEY G RER HE RERRKER 37,191.45 3212404  EXEFEN
Reusable or recyclable waste fabric Waste fabric, pied hair Knitting, dyeing and garment Recycled by seller(s)
making process
BRESRRZ ek BRET BHE - FAEREKER 1,158.99 2,007.36 BREZHEMNEN
Reused or recycled Plastic wire cores, plastic bags Knitting, dyeing and garment Sold to third party(ies) for
non-hazardous waste making process recycling
WEBNARENZ EEREY HEMR BERMAZE 8,253.30 1075645  HE EEUREEZH
Non-hazardous waste that cannot be ~ Household garbage Canteen and office BiHAROER
reused or recycled Disposal of household
garbage and food waste
were contracted to third
party(ies)
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In 2020, packaging materials of the Group’s garment
totalled approximately 30,773 tons, representing an
increase of approximately 1.78% as compared to that
of last year, which was attributable to the increase in
packaging materials due to the growth in production
volume. Meanwhile, it caused the increase in the solid
waste such as plastic bag.

Please refer to the following table for the intensity of
discharged volume of waste water, sulphur dioxide,
nitrogen oxides, smoke and dust, hazardous waste

and non-hazardous waste in 2019 and 2020:

BREMIFCRENHFRENEE

Dﬁ = E-Fﬁ
= _j—LE f— 7 —_= E
2019 2020
BEKBEMENRE (T, T4 46,600 46,320
The intensity of discharged volume of waste water (kg/k pieces)
—EEMEEMENRE (T, T4) 0.58 0.69

The intensity of discharged volume of sulphur dioxide

(kg/k pieces)
AA/CYHMENRE (FT& /T4 0.42 0.49
The intensity of discharged volume of nitrogen oxides

(kg/k pieces)
EEHRENRE (T T4 0.15 0.12
The intensity of discharged volume of smoke and dust

(kg/k pieces)
BIREEYHEMENRE (FT& /T4 2.16 3.27
The intensity of discharged volume of hazardous waste

(kg/k pieces)
FEREBEREEEY) CRIEEFISR) R ENRE (5, T14) 143.35 135.14
The intensity of discharged volume of

non-hazardous solid waste (except for cinder and sludge)

(kg/k pieces)

M REZAERBHINERSGE
HEBRENBEES 2 LR

Note: Intensity represents the ratio between total discharged
volume and total production of knitwear each year.
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Energy Conservation and Emission Reduction

The Group believes that the ability in enhancing efficiency and
continuing to invest in environmental protection will become the
major entry barrier and competitive advantage of the industry in
the future. As a result, the Group will make every effort to further
improve the utilization efficiency of water and other resources
so as to alleviate the adverse impact of production activities on
the surrounding environment, we will promote clean production
throughout the entire production process and we will ensure
that the end consumer products are environmental friendly.

The Group’s total electricity consumption in 2020 was
676,640,747 kWh, of which 673,841,471 kWh was electricity
purchased through power plants with 343,942 tons of
corresponding carbon dioxide emitted, and the remaining
2,799,267 kWh was electricity generated by the rooftop
solar equipment for internal use, reducing 1,752 tons of
corresponding carbon dioxide emissions. The electricity of
the Group used for treating waste water was approximately
19,544,867 kWh for the year, with 9,796 tons of carbon
dioxide emitted. Moreover, the electricity consumption of the
Group for reclaimed water and clean water in the current
year was approximately 1,195,250 kWh and 1,524,833 kWh,
respectively, which equals to 2,720,083 kWh in aggregate, with
1,300 tons of carbon dioxide emitted.
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4.1

Increase in green vegetation

The Group planted 37,698 trees in the current year,
covering lawns of 26,500 m? and Radix Ophiopogonis of
15,816 m2. The increase in trees and lawns was mainly
attributable to the new fabric factory in Vietnam, whereas
Radix Ophiopogonis was mainly attributable to the Ningbo
production site. In 2020, the Group upheld traditional
virtues and demonstrated the spirit of teamwork through
tree planting activities. At the same time, we delivered
positive green energy and procured more people to
participate in activities related to promotion of green ideas,
environmental protection and nature conservation, with an
aim to make proper contributions to the Company’s green
development.

4.2 Planned installation of recycling systems in Ningbo

and Vietnam

B ERER
Reverse Osmosis

BiE— membrane technique
BERERIERE
Modeling- o MR2021FFEAFHEEREE

To optimize current
treatment process
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Fenton and Modeling set

in 2021, Reverse Osmosis
technique assessment in
Ningbo factory after Reverse
Osmosis in operation of
Vietnam factory, and water
recycling at 35%-40% by 2025.



B4 -

HEKRELHRS

Environmental, Social and Governance Report

2021F8RB R AL
Wastewater Sand filter
EE 7K HhiB i 2%
4.3 EEEAHFEE s EIF
BERIUMRERMEERRR
ERSLEE RIS BR ¢
# |%BE Programs FI3 Benefitfor | 2017
’ HORRBENR HikEsE
110 dyeing machine upgrade Water/Energy
) WNEBRAHLREN ks
40 dyeing machine upgrade for highelastic fabric Water/Energy
, 0 BHMMERE HikEE
50 dyeing machine investment Water/Energy
,  OREER Hk e
Yarn-dyeing machine upgrade Water/Energy
& 4
5 iﬁi:ﬂiﬁhme upgrade & workshop B
) Water/Energy
reconstruction
6 ERHER k3
Setting machine upgrade Energy
. AR REBERT £k
Garment Washing workshop retrofit Water/Energy
8 RRRAKEY Bk
Condensed / Cooling water recycling Water/Energy
9 ENEREECIRMARE HkEisE
Replace Biomass boiler to nature gas boiler Water/Energy

R2020F E2025F RS E KK &
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LIKBEIB R
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The water recycling rate in Ningbo factory was improved
and a water recycling system was installed in Vietham
factory during 2020-2025.

With Reverse Osmosis membrane technique, Reverse
Osmosis concentrated water diluted and discharged by
mixing with discharge water, and wastewater recycling
rate is around 15%-20%, which put in use in August

2021.
Security Reverse Osmosis Clean
filter KkBiE water
REBES Ik

4.3 The table of Energy Conservation and Emission
Reduction Program
Set out below is our energy consumption efficiency
targets, and the initiatives we have adopted to achieve
those targets:

2018 [ 2019 2020 2021 | 2022 | 2023 PLREISELERS

#i7k/Ei5E30%

Reduce water/energy consumption by
30%

#k/EiAE%

Reduce water/energy consumption by
5%

Ek/ERRES0%

Reduce water/energy consumption by
30%

RETRNE Sk

Enhance sampling efficiency, energy
efficiency and water conservation
Reduce energy consumption and
improve efficiency

BER RENE

Reduce energy consumption and
improve efficiency

#ik40%

Reduce water consumption by 40%
BEREEN FRESR (B

Carry out during equipment upgrade
(water conservation)

RBABENE )R 1O BRH
i

Enhance boiler efficiency, reduce solid
waste and waste gas emissions

£=1
Phase Il
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tﬁ \ﬁ, ,i,‘"”
B1niRz EN&ﬁE?Jl(/%) ‘ . B830%
10 Increase the capacity on waste heat recovering )
(e Energy Reduce energy consumption by 30%
" ERZRAGHE i3 £325%
Compressed air system upgrade Energy Reduce energy consumption by 25%
1 BAEEENR il BERGER ANER
Wastewater pipe re-laying Water Carry out during equipment upgrade
. . o ERR HELE
KRBT Bk JLRRAR AR
13 Water oioe re-avin Water Avoid evaporating, emitting, dripping or
pip ying leaking, and for easier maintenance
4448
BAEEAERENA _— S
. Wk 13
1 m:::grade ISR 2L Water/EWN Enhance the ability to reuse water by
20%, reduce sludge discharge
" MERRERE (BEEY) patzd £8 SEHH0 BEVOCHK
New tail gas treatment (high temperature setting) EVN. Phase I Green emissions, reduce VOC emission
T ) Ef;.—;- o
16 BOHAKIPHERINR Ak éﬁeglge/)i\u?: :;};ifafi sewage
imewater PH Adjustment in WWT process EN. o 9
treatment performance
B HELCRENE
17 EHBRAAR i Reduce energy and water
Aeration system upgrade in A/O process EN. consumption, and enhance A/O
process performance
1 ZAEARA gk ik
Steam Valve insulation Water Reduce energy consumption
1 Cadira K& R RHER gk A%
Cadira saving water active dyestuff promotion Water Reduce water consumption
2 TEEER IR kA #i7k60%
continuous wash-off machine for printing Water/Energy Reduce water consumption by 60%
. . P ~1
BYERENER Bk S ‘
20 Reduce electricity consumption by
High efficiency motor replacement gradually Water 510
~ 0
» i GIEEE kA HAES15%
automatic switch for drain valve Water/Energy Reduce steam consumption by 15%
. Y
RSB i RORAAZLRR
23 : - . Reduce nitrogen oxide emission of
NOX neutralized by ammonia in natural gas boilers EVN. bollers
o1 ERARR-A A pelin b
renewable energy in Ningbo-wind power Carbon Reduce carbon emission
p ABE i i
Solar Power Carbon Reduce carbon emission

Completed In progress Planned
SEAY ETH BE
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5.

Major energy saving and emission reduction projects
5.1 Optimization of Energy Structure

In the long term, the Group was committed to adjusting
the energy structure, developing new energy, and
transforming from traditional energy to clear energy,
striving to do energy saving and emission reduction job.

During the year, the Group entered into a framework
cooperation agreement for a distributed photovoltaic
project with an energy service company under State Grid
Corporation of China in Ningbo. A photovoltaic power
station was built on the buildings’ rooftops of the Group’s
base in Ningbo and the green electricity generated by
the photovoltaic project was to be used directly by the
Group.

Also, the Group actively promoted the development and
construction of a wind power project in Ningbo region
and participated in green electricity deals promoted by
the government.

The Group completed the “coal phase-out” project for
the garment factories in the production sites in China
and Cambodia by the end of 2019, and the Group
pushed forward and implemented the coal-to-electricity
transformation project in the garment factory in the
Vietnam region in 2020, whereby all garment factories
have bid farewell to the era of coal.
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5.1.1Rooftop solar power

In 2020, the rooftop solar energy generated by the
Group for internal use reached 2,799,276 kWh.

As at the end of 2020, the pavement area of the
rooftop solar equipment of the Group reached
32,500 m?, and 2,200 kW of new installed capacity
was planned, of which 1,700 kW was in the Ningbo
production site and 500 kW was in the Vietnam
production site. The construction is expected to be
completed in the first quarter of 2021.

HME R E AR A% BIR
PV panels in the Vietnam factory area

At the same time, the Group has planned to
conduct more feasibility analyses on the new
factory in Cambodia and the production sites in
other regions. It is expected that there will be more
rooftop solar equipment, resulting in an increase
in the proportion of electricity generated from new
energy and a decrease in carbon dioxide emissions.
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Cambodia

Feasibility study
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Rooftop solar development

B
BE1,700F R4
Ningbo

Capacity 1,700 kW

AES00TFE4S

Vietham

Capacity 500kW

5.1.2Wind power project

In 2020, the Group conducted cooperation with
a local wind energy development company. The
first phase of the project was connected to the
grid for power generation in 2014, with an average
annual output of 120,000,000 kWh and a reduction
in the corresponding carbon dioxide emissions
of 75,000 tons per year. The second and third
phases of the project are planned to be developed
and constructed around 2025, the scale of which
will be larger than that of the first phase. Through
this cooperation, the Group was entitled to the
environmental contribution index in terms of green
energy.
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5.1.37 7“‘@ B G o 5.1.3 Pilot green electricity deal
TG+ AAREEE In December 2020, the Group, as the user,
SARA Z2HEWTER TN participated in and completed the pilot work of the
TEEEHERZIAMT first “deal of green electricity” in Zhejiang Province,
(R ER =/ DA ==/ -F ] which was the first time that clean energy was
A HAOE B R BETR consumed through a market-oriented mechanism in

Zhejiang Province.

5.1.4 IR B NEN B ZE T H LS 5.1.4 From coal-fired boilers to electrical steam
generators
B rE B9 BR TR TR ESCHE (68 B R The garment factory in Vietnam has abolished the
JE £ JE > ek A Ea;i/—:uﬁﬁéi use of coal-fired boilers and used electrical steam
220 LU 2 AERAMR T - generators instead. Relevant examples are as
follows:

90 BRI B R S [ #2E iR 7 BR /A &) Shenzhou International Group Holdings Limited
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S/N Steam consumption
FiE ERHE

replacement method

BRA

before
Z i

&
after

2k

application
FEF

1 Ironing in cutting & sewing line
HE RGN Z

2 Gament washing facility
PREE R

3 Canteen - disinfection cabinet
BEHEME

4 Canteen - cooking boiler
BRE—ARBE

5 Canteen - tableware washing
BRE-BARBRL

6 Fabric drying
k5

7 Drying room
W=

steam from coal fired boiler
R B RIE IR IEAES
steam from coal fired boiler

kB RIE R IE AV K0S
steam from coal fired boiler
kB MRIERIE YOS
steam from coal fired boiler
kB MRIERIE YOS
steam from coal fired boiler
kB MRIERIE YOS
steam from coal fired boiler
kB MRIERIE S
steam from coal fired boiler

REMIEBIENES

electrical steam generator
BARAZLESR
move washing facility

to T2 factory
RERRBEET2HE
electrical stream generator
BRARLER
electrical stream generator
BARARLESR
laundry machine
iRl |
electrical stream generator
BaoRELs
electrical heater
B

all cutting & sewing lines
PRE# B R B BLR
all washing facility

FrERiRR A

all canteen (including located
in flyknit canteen)

PIEEE (BHE R flyknitd
BE)

all fabric drying machines
Fr B ke i
all drying rooms

FrE ME=E
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5.2

5.3

5.4
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FEFENFEYARAIE  FE

THEEIFHRE BLELT
FEGERRE BReEERXY

10% o

5.2

5.3

5.4

BRI B R S [ #2E iR 7 BR /A &) Shenzhou International Group Holdings Limited

Digital Print

Through digital print, more accurate and vivid colors
can be achieved and consumption of film and water
in traditional printing is eliminated. The consumption
of power and resources can be effectively reduced.
Therefore, a T-shirt with beautifully-designed printing can
also be an environmental-friendly product.

Ozone Wash

G2 Ozone Wash means ozone washing. Ozone is a
strong oxidant which discolour the clothes naturally
and forms vintage style by washing the clothes with
ozone composing of G2. Generally this effect needs
to be completed by chemical agents, however, G2
production replaces the use of chemicals and reduces
water consumption, which minimizes the pressure on
environment caused by this type of products.

Intelligent hanging system

The Group has always upheld lean manufacture. The
“intelligent hanging system” is controlled by computers
and is a transmission and logistic tool for allocating
production tasks to operators at each workstation. The
system lowers the heavy workload of operating staff
and reduces the transmission time of each working
process, which increases the production efficiency by
approximately 10%.
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5.5 REERME 5.5 Upgrade and Transform of Equipment

TE-REEZEEF O RE
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o WEE R O5% » BB W) iR BB 3K
FI0%  SHIERIBYEL0% M
MR BER MAEREREY
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From 2016 to 2020, the Group had introduced and
upgraded 600 low-bath ratio dyeing tanks in the fabric
workshops in Ningbo and Vietnam, and the water
consumption decreased by 35% in five years, with a total
investment of approximately USD168 million. In addition,
a piece of continuous wash-off equipment was introduced
for the fabric printing and washing process, which saved
both energy and water by more than 50% as compared
to traditional equipment.

During the year, for its boiler exhaust gas project, the
Group purchased nine sets of denitrification devices
and adopted the SCR flue gas denitrification process
to significantly reduce the nitrogen oxide emissions and
maintain nitrogen oxide emissions below 20mg/m3, with
a total investment of approximately RMB7 million. In
addition, for its setting machine exhaust gas project, the
Group introduced three sets of setting machine exhaust
gas treatment equipment that adopt U.S. technology.
Such equipment, with a total investment of approximately
RMB4.95 million, use fiber bed filtration technology and
enable discharge of tail gas at a high altitude, with a
collection efficiency rate of 95%, a particulate treatment
efficiency rate of 90% and an oil fume treatment efficiency
rate of 80%. Visible smoke is therefore eliminated.
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5.6
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5.6 Cooperate with Chinese Academy of Sciences in the

research and development

The Group is committed to creating economic benefits
while it should undertakes its social responsibility in
the governance of environmental protection. Thus,
it cooperated with the Ningbo Urban Environment
Observation and Research Station of Chinese Academy
of Sciences in technology development for the treatment
of exhaust gas and recycling of heat from dyeing and
finishing processes in the textile industry. The research
and development initiative focused on the treatment
technology and process for exhaust gas treatment and
recycling of residual heat, which is expected to solve
difficulties in treating exhaust gas from the production
process in the dyeing industry. This will realizes enterprise
to govern environmental issues while achieving the aims
of saving energy and reducing emission.

The Group appointed an academician of Chinese
Academy of Engineering, as the consultant of the Group
in environmental protection. He provides consultation
services on environmental assessment policy, professional
environmental protection technology and compliance
with environmental laws to the Group. He also makes
reasonable plans and arrangements for emission of
pollution under operation and carries out professional
evaluation, optimisation and planning for previous
projects.
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5.7 Green Certification
The process of the garment factory in Vietnam, from
design and construction to completion, fulfils the
standard of LEED GREEN GOAL.

Set out below is the LEED Certificate issued to the
Group’s garment factory in Vietnam:

In respect of our Marvel Garment manufacturing factory
under development in Cambodia, energy conservation
and emission reduction are our prior considerations
for the design of the production site and selection of
machinery. The relevant facility project also awarded the
green certification by HSBC.
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5.8 Green factory

In 2020, Shenzhou Knitting (Anhui) Co., Ltd., a subsidiary
of the Group, was awarded the title of “National Green
Factory”. “Green Factory” evaluation is a national
selection activity organized by the Ministry of Industry
and Information Technology of the PRC with an aim to
implement “Industrial Green Development Plan” (2016-
2020) (I #4x®BEE RS (2016-20204F))and “Green
Manufacturing and Engineering Implementation Guide
(2016-2020)" (A BERETREEMIER (2016-2020
£))), thereby accelerating the establishment of a green
manufacturing system which leads the high-quality
development of the industry, and create an advanced
model of green manufacturing enterprises.

The Group has always adhered to the concept of green
development. Being equipped with corresponding
environmental protection and safety facilities, the Group
effectively managed energy consumption, and practiced
the concept of “lucid waters and lush mountains are
invaluable assets” in a practical sense. Being awarded
the title of “National Green Factory” was the result of
the Company earnestly fulfilling social responsibilities,
always adhering to the concept of green development
and insisting on sustainable development over the years.
The Group will continue to ramp up its investment in
green environmental protection and give full play to
its exemplary role so as to assist the country in green
manufacturing and high-quality industrial development.
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5.9 The Honour of Energy Conservation and emission

reduction

To boost the production capacity of the Group and
minimize the environmental impact of the production
process effectively, the Group has been committed
to environmental protection, energy conservation and
emission reduction in production. During the period
between 2009 and the year, the Group was awarded
“Advanced Enterprise in Energy Saving and Emission
Reduction in 2009”, “2011 Advanced Unit in Pollution
and Emission Reduction in Ningbo”, “2012 Circular
Economy Demonstration Industrial Enterprise in Ningbo”,
“2013 Advanced Enterprise in Water Saving in Ningbo”,
“Advanced Unit in Energy Conservation and Consumption
Reduction in the 11th Five-year Plan in Ningbo”,
“Advanced Unit in Pollution and Emission Reduction in
the 11th Five-year Plan in Ningbo”, “Circular Economy
Demonstration Industrial Enterprise in Ningbo”, “2014
Water-saving Enterprise (Unit) in Zhejiang Province”,
“2017 Zhejiang Province Green Enterprise” and “2018
Water-saving Enterprise in Ningbo” in the area of energy
conservation and emission reduction. The awards of the
Group in energy conservation and emission reduction are
as below:
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ERmI+— RIS REH TS EE N 2011 B RIS R R HF TR B
Advanced Unit in Pollution and Emission Reduction in the 2011 Advanced Unit in Pollution and
11th Five-year Plan in Ningbo Emission Reduction in Ningbo
BRI+ — R AL ESEE N 012F B RN TERBIRKAERBEE
Advanced Unit in Energy Conservation and Consumption 2012 Circular Economy Demonstration
Reduction in the 11th Five-year Plan in Ningbo Industrial Enterprise in Ningbo
R # A1 T 2 ENRE R EF2012 2013F BRI EIKSTERZE
2012 Energy Conservation and 2013 Advanced Enterprise in
Emission Reduction in Knitting Industry in China Water Saving in Ningbo

2019 E 2 iR1 %%ﬂﬁ%&m
2014F AT AR B (b2 (BB i) AIREEREEEER2HEE
2014 Water-saving Enterprise (Unit) in Zhejiang Province Marvel Garment was awarded Sustalnable Financing
Programme — Certificate of Participation by HSBC in 2019

BRI B R S [ #2E iR 7 BR /A &) Shenzhou International Group Holdings Limited
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SOCIAL RESPONSIBILITY
1.

Employees’ Basic Information

1.1 The analysis of employees’ structure
As at 31 December 2020, there were about 89,100
employees working in the Group. All of them are full-time
employees, and the majority are young and middle-aged
employees. The tables below show the employee details
by age distribution, education level, job locations and
gender ratio.

EHEE4AH
A¥ BALE
Percentages
of total
HERGES S By Age Band Numbers employees
207 R AR 20 and below 34,743 38.99%
21E405% 21 to 40 47,672 53.50%
41E505% 41 to 50 3,598 4.04%
51 R E 51 and above 3,087 3.47%
4EET Total 89,100 100.00%
BEFH 7

Employees Age Distribution
HEE4H
A Bt
Percentages
of total
14 B Gender Numbers employees
5 Male 25,745 28.89%
oy Female 63,355 71.11%
Wz Total 89,100 100.00%

PR EE =R

Gender Ratio

Annual Report 2020 £ R

929



100

IRIG - HERERHRS

Environmental, Social and Governance Report

HESHEH
A BoLE
Percentages
of total
¥BERE 52 By Country Numbers employees
R A B Mainland China 45,200 50.73%
[2AE] Vietnam 28,740 32.26%
SRIHEE Cambodia 15,160 17.01%
wast Total 89,100 100.00%
EERME DM
Employees by Job Locations
HESHEH
A¥ B
Percentages
of total
BEBEE S By Education Numbers employees
M3EaE Postgraduate 42 0.05%
¥ YN Undergraduate and college 4,666 5.04%
hEEH Technical secondary school and high school 19,617 22.01%
MR Middle school and below 64,775 72.70%
4Bt Total 89,100 100.00%
BEEHBKF
Employees Education Level
EEEEE
ANE B
Percentages
of total
RESREESY By Type of Position Numbers employees
XGHRT Short-term position 4,396 4.93%
= Contract position 64,953 72.90%
EHT Permanent position 19,751 22.17%
4Bt Total 89,100 100.00%
BEIT{EELE
Types of Employees’ Position
MEE: R TIERAOBERIONER Note: Short-term position means the employees who have signed the

—EMEIT RIATEREE
EAHNHRNEI -5 IRE
ERBEAFISGAZER
BT

BRI B PR S [ 32 B2 B BR /A 5] Shenzhou International Group Holdings Limited

contract with a term of less than one year. Permanent position
means the employees who have no fixed term contract. Contract
position means the formal employees who have signed the
official employment contract.
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1.2 EEREES 1.2
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The analysis of employee turnover rate

By the end of December 2020, there were 89,100
employees in total. According to the statistics, the
Group’s monthly average employee turnover rate in 2020
was approximately 3.04%, representing a decrease of

122 E R (ZZ—NF !
4.26%)  c _BE_BFEZRE—F
MTEINREEA0.81%°
AR E_E -5 BUHNRE
EAK1.03% MUMERREE
#2#2.31%°

TREFZFRDH R T
tLBIBIS 2 RE T REE o

1.22 percentage points when compared with 2019 (2019:
4.26%). The turnover rate of employees who have been
employed for below one year was approximately 0.81%
in 2020. Meanwhile, the turnover rate of male employees
was approximately 1.03% while that of female employees
was approximately 2.31% in 2020.

The tables below show the average turnover rate of
employees by age distribution and job locations.

=B
MK E
Average
turnover
rate of
BEREHED S By Age Band employees
205 R AR 20 and below 0.50%
215% 240 21-40 2.26%
4155 E505% 41-50 0.26%
51 &I E 51 and above 0.06%
BEEFEERDH
Age Distribution of Employees
BESA
TIREE
Average
turnover
rate of
employees
BEZRE S By Country per month
el N Mainland China 3.21%
[ed=) Vietnam 2.38%
RS Cambodia 3.56%
BEH#HME DM

Employees by Job Locations
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The benefits of the employees
The Group has successfully maintained a relatively low staff
turnover rate, thanks to the following employees’ benefits:

2.1 Coaches were chartered during Chinese New Year

holiday

During the Spring Festival in 2020, the Group invested
more than RMB20 million to arrange special round-
trip shuttle buses for employees in 14 provinces,
including Anhui, Sichuan, Chongging, Gansu, Shanxi
and Shandong. Our 202 buses safely took about 9,700
employees home during the Spring Festival. After the
holiday, due to the COVID-19 pandemic, the Group
arranged over 700 buses to safely bring more than
17,000 non-local employees back to Ningbo, and
guaranteed food and other anti-epidemic supplies along
the way, which effectively ensured the resumption of work
and production.

ERIN B B & @42 fR A IR /A B Shenzhou International Group Holdings Limited
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2.3

The Central Kitchen

The Group constructed the largest central kitchen in
Huadong region, which undertook eighteen canteens
in Ningbo factory area and supplied delicious food like
chinese meal, western meal and dim sum to nearly
40,000 employees for the purpose of providing safer,
cleaner and more delicious food to employees to raise up
their satisfaction rate and reduce turnover rate. Free lunch
is provided to staff in Vietham and Cambodia.

The education of employees’ children

The Company places great importance to educational
causes and places great emphasises on team building
of staff and education for their children. In May 2011, the
inauguration ceremony of the Ningbo Shenzhou Knitting
Co., Ltd. Education Development Fund was held at the
administration centre in Beilun region. In respect of schooling
for the children of its staff, the Company liaises with the staff
union each year to resolve practical difficulties in schooling
for children of management staff as far as possible.
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2.4 The channel of employees’ communication

We have established various channels to communicate
with the Group’s staff in China, Vietham and Cambodia,
and have dedicated staff to handle their relevant
suggestion, complaints and other information directly.

Shenzhou e-Home

On 28 May 2019, “Shenzhou e-Home”, a multi-channel
staff service platform developed by Shenzhou Group on
its own was officially launched. With functions including
anonymous complaints and enquiries, information
release, online learning and questionnaires, Shenzhou
e-Home aims to provide all Shenzhou employees with
the best living and working environments, address their
concerns and listen to them, and facilitate the sustainable
development of Shenzhou International.

Mental Health Information Centre

As a labor intensive corporation, Shenzhou Group places
exceptional emphasis on and pays special attention to the
physical and mental wellbeing of its staff. The Company
established a mental health information centre, “Joyful
Community”, in October 2011. With specialists serving as
counsellors, “Joyful Community” is equipped with music
facilities for relaxation and punching facilities for venting
emotions. Through handling cases received, organising
group activities and holding seminars, the centre resolves
psychological distress and relieves emotional pressure of
staff, giving them a peace of mind.
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2.6

Salary and benefits

The Group paid competitive salary to the employees,
employees received an average salary raise of
approximately 10% to 13% each year for the past ten
years. The Group sets up Shenzhou medical room at
Ningbo factory area to conduct annual and regular body
checks for staff, two free body checks are provided to the
staff in Vietham factory area each year.

The working environment

Air conditioning facilities are being installed in workshops
in China, Vietham and Cambodia. Baby breastfeeding
facilities are provided to the female employees in each
factory area. We respect the local culture and living habit
of our staff of each region, for example, we have provided
over 3,000 chairs in Vietnam factory for our Vietnam staff
to take a nap after lunch and the dormitory in the Vietnam
production sites has installed sports equipment for the
staff to use for free.

The Group continued to increase its care for employees.
Through optimisation of canteen services and increase in
meal allowances, the Group further improved the dining

conditions of employees.

The below pictures show the staff canteen:
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Adhering to the human-oriented management approach,
the Group specially improved the accommodation
environment of employees in order to allow them to have
a warmer home-like living experience. The staff dormitory
reconstructed by Shenzhou Group in 2020 has already put
into use. The new dormitory features triple rooms, each of
which has an individual bathroom equipped with a water
heater, large floor-to-ceiling wardrobes and sufficient storage
space, offering employees with apartment-style residences.

In 2020, the Group built 4 staff dormitories in production
sites in the PRC that provide 1,371 rooms and 4,032
beds, with a construction area of 67,497 m?. Two staff
dormitories that are currently under construction will
provide 720 rooms and 1,440 beds, with a construction
area of 34,550 m?. Meanwhile, the Group has built 3 staff
dormitories in production sites in Vietnam that provide
316 rooms and 440 beds, with a construction area of
18,785 m?. Furthermore, the Group has built 2 expert
buildings in the production sites in Cambodia that provide
600 rooms and 600 beds, with a construction area of
43,583 m?. At the same time, the first phase of staff
dormitory in the production sites in Cambodia has also
been built. Such dormitory provides 400 rooms and 2,000
beds, with a construction area of 25,648 m?2. Currently,
12 staff dormitories are being built, which will provide
1,500 rooms and 7,500 beds, with a construction area of
88,736 m2.

The rooms and relevant facilities of the new staff
dormitories are as follows:
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2.7 X1EZ& 2.7 Cultural activity
RAFEAEEBHRT —LET The Group organized some staff benefit cultural and
B XAEMEE B ES » DUE A sports activities during the year to increase the sense of
ETHABKEER AW &= belonging among the staff towards the Company, such as
STHELE HAERRLE F the most beautiful staff election, organizing the Chinese
BREFELTH REET -KEMNE New Year Gala, Year-end luncheon activity, the most
BgEto beautiful staff, ball games and sports gala, etc.
UTEBTEMNIEMESME The below pictures show some of the staff benefit cultural
FP—LE L and sports activities:
BESHETE TS Excellent group leaders election:
AAAERRED Organize the Chinese New Year Gala:
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BIkES

1§

: Delight Sport Gala:

ke EE R Mid-Autumn Festival Carnival:
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ETHR=: Employee birthday party:
BETHHES: Social gathering for employees:
HAES) ! Other activities:
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The working condition

During the reporting period, the Company has complied
with all relevant employment laws and regulations relating
to compensation and dismissal,
working hours, rest periods, equal opportunity, diversity, anti-
discrimination and other benefits and welfare that have a

recruitment and promotion,

significant impact on the Company.
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3.3 3.3
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The working time

The Group complies with national labor laws and
regulations and arranges the dayoff and working
timetables stringently in accordance with national
requirements.

Due to the needs of continual production and operation,
approved by the labor department, the Group implements
standard working hour system, comprehensive working
hour system and flexible working hour system according
to the job nature of employee.

In addition, the working hour is stipulated by respective
department according to the season, requirement of
production and operation and characteristic of the job.

The working hour of the employees of the Group generally
starts at 8 a.m. and finishes at 5 p.m. and the normal
working hour is generally less than 8 hours. If overtime
work is needed, the daily overtime will be less than 3
hours and the monthly overtime will be less than 36
hours.

Time for rest

Time for rest of the Group’s employees is generally from
11:30 a.m. to 12:30 p.m. There is also time for lunch and
midday rest for employees. The employees have at least
one day off per week.

The employees of the Group are also entitled to the
national statutory holidays, annual leave, marriage leave,
funeral leave, casual leave and sick leave etc..

Procedures for application of leave

The employees of the Group must go through the
formalities when they apply for leave and sign the
application form. In the meantime, employees should
state the nature of leave, holiday, time, reason and
handover matters and provide relevant valid certification.
After the approval of leaders, it will be reported to the
human resources office of the department for registration
and filing.
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3.4 Labor Standards

In 2003, in order to completely eradicate child
labor, underage workers and forced labor, the Group
formulated some requirements like the “Strict Prohibition
of Engaging Child Labour Administrative Provisions”,
“Underage Worker Administrative Provisions” and “Strict
Prohibition of Forced Labour Administrative Provisions”,
such requirements were published as guidelines and
distributed to human resources department at different
locations for uniform implementation. Such policies have
been consistently applied to our factories in Vietnam and
Cambodia.

3.4.1 Strict forbiddance of forced labor and child labor
Since the incorporation of the Company, there
has not been a single case of forced labor or child
labor. For the purpose of compliance with the
relevant laws of China, Vietham and Cambodia,
Shenzhou has laid out comprehensive provisions
and accountability procedures in respect of the
recruitment, labor use and dismissal. The above
administrative provisions are implemented strictly in
all departments. The following measures reveal how
the Group eradicates child labor effectively during
the recruitment process:

New employee must provide his/her identity
document when commencing employment, so as to
verify his/her actual age.

In the recruitment interview, interviewers will
compare very carefully the photograph in the identity
document and the genuine face. If there is much
difference, or the job applicant looks significantly
younger, then the actual age shall be verified by
identification system or otherwise.
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3.4.2 Zero discrimination

The Group have established anti-discrimination
policy and comply with relevant legal requirements.
There has been no discrimination in Shenzhou
against race, region, gender, nationality, age,
pregnancy or disability in respect of employee
recruitment, training, salary and promotion.

3.4.3 The protection of female employees

Female employees assume a wide variety of posts
on different levels in the Group. In strict compliance
with relevant local laws and regulations, such as
the “Law of the People’s Republic of China on
the Protection of Women’s Rights and Interests”,
“Labour Protection of Female Employees” and
“Healthcare Work of Female Employees”, the
Group protects the rights of female employees from
the sources. The Group is concerned about the
problems encountered by female employees in their
work and life and constantly improves the working
environment and condition for female employees.
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The Group cared about the health of female
employees, worked hard towards disease
prevention and improved the physical fitness of
female employees. During the year, physicians from
district-level TCM hospitals visited the Company
and conducted a free consultation activity, which
demonstrated our care about the physical health
of female employees. The physicians from district-
level TCM hospitals provided free consultation
and free physical examinations for everyone
answered in detail the questions raised by our
employees regarding prevention and treatment
of various diseases, and reminded them to have
good hygiene practices, maintain a healthy lifestyle
and develop the habit of undertaking regular
physical examinations in order to enable early
detection, early treatment and effective prevention
of various diseases. Such free consultation activity
increased the health awareness of the Company’s
female employees and achieved a certain effect
in promoting the health of the employees. Such
heart-warming activity received extensive positive
feedbacks

During the reporting period, the Company has
complied with all relevant employment and labor
laws and regulations relating to preventing child and
forced labor that have a significant impact on the
Company.
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3.5 The occupational health and safety

The Group distributes labor protection appliances and
tools to employees every year, such as masks, gloves and
uniforms.

The Group cares about the physical health of employees.
It sets up employee health records for every employee
and also organizes routine examination of occupational
diseases.

In order to further improve safety education of the Group,
it has enhanced employees’ awareness of fire safety, as
well as their awareness of preventing accidents and self-
rescue, which strengthened their ability to escape and
save themselves. In 2020, the Group organized a fire drill.
Prior to the drill, a preparatory meeting for the fire escape
drill was held with factory directors, workshop directors,
and functional department managers in attendance,
during which, security officers clarified the work division
and responsibilities of each participant based on the drill
plan. The fire escape drill was not only an effective test of
the emergency plan of the Group, it also further enriched
the survival skills of employees, improved response
capabilities of various departments for dealing with
emergencies and organizing employees to quickly and
safely evacuate. Such drills comprehensively improved
the fire awareness, self and mutual rescue capabilities of
all employees.
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In order to improve the capabilities of employees to
save themselves and others, as well as to get the hang
of basic first aid knowledge, the Group and Beilun
Red Cross Society conducted first aid training during
the year. Learning first aid is important and meaningful
especially when accidents may happen at any time in
this day and age. At the same time, the Red Cross
Society of China and the Ministry of Education jointly
issued a notice to incorporate health knowledge, first
aid knowledge, especially cardiopulmonary resuscitation,
into the education content, which shows the importance
of learning first aid knowledge. In 2020, the Group
continued to liaise with Beilun Red Cross Society to
provide health first-aider training for other departments of
the Group and a total of 122 employees participated in
the training.
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A total of 66 injuries of the Group were recorded in
2020, which accounted for 0.07% of the total number
of employees and involved no significant injuries. Lost
work days due to injuries were approximately 15 days on
average. The Group will strengthen on-the-job trainings
to raise awareness of occupational safety. The Group
supplies free first-aid kits and medicines to employees,
which plays an important role in emergencies.

In 2020, the Group held a production safety meeting,
which was participated by chairman of the Board, various
department heads and persons in charge of safety. The
chairman pointed out that the Company has achieved
progressive improvement in production safety in recent
years and emphasised that “responsibility is the soul of
safety” and “standardisation is the foundation of safety”.
The practical experience in the three-level Culture of
Safety Maturity Assessment (COSMA) was subsequently
shared at the meeting. Improvement has been made
in three aspects, namely leadership, process and
personnel. We incorporated safety KPIs into the annual
direction, included safety work in the leader standard
work, arranged all staff to take part in safety awareness
trainings and reports of safety suggestions and enhanced
staff trainings on safe operations in order to mitigate
safety risks. In addition, chairman of the Board, signed
a “Safety Responsibility Letter” with each department
head and each department would also sign the “Safety
Responsibility Letter” level by level until team leaders.

Consulting activity of safety production:

During the reporting period, the Company has complied
with all relevant laws and regulations that relating to
providing a safe working environment and protecting
employees from occupational hazards have a significant
impact on the Company.
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If an employee of the Group is dismissed, the Group will
take relevant action or make compensations based on
the applicable local labor contract law and other labor
regulations.

Where an employee is under any of the following
circumstances, the Group may dissolve the labor contract
according to Article 39 of the Labor Contract Law: it is
proved that the employee does not meet the recruitment
conditions during the probation period; the employee
is in serious breach of the rules and procedures set
up by the employer; the employee causes any severe
damage to the employer due to gross negligence of
duties or malpractices for selfish ends; the employee
simultaneously enters an employment relationship with
other employers and thus seriously affects his completion
of the tasks of the employer, or the employee refuses
to make the ratification after the employer points out
the problem; the labor contract is invalidated due to the
circumstance as mentioned in item (1), paragraph 1,
Article 26 of the Labor Contract Law; or the employee is
under investigation for criminal liabilities according to law.
In addition, the Group will not pay relevant compensation
to the employee under such cases.
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Furthermore, if the followings have occurred during the
working period of an employee, the Group will make relevant
compensation to the employee. For example: the employee
is sick or is injured for a non-work-related reason and
cannot resume his original position after the expiration of the
prescribed period for medical treatment, nor can he assume
any other position arranged by the employer; the employee
is incompetent to his position or is still so after training or
changing his position; or the objective condition, on which
the labor contract is based, has changed considerably,
rendering the labor contract unenforceable and no agreement
on changing the contents of the labor contract is reached
after negotiations between the employer and the employee;
or if the company is under restructuring according to the
Enterprise Bankruptcy Law; or if the company encounters
serious difficulties in production and business operation;
or if the enterprise changes products, makes important
technological renovation, or adjusts business model, and it is
still necessary to lay off of employees after changing the labor
contract; or the objective economic condition, on which the
labor contract is based, has changed considerably, rendering
the labor contract unenforceable. After the dismissal of
employment relationship under the circumstances stipulated
in Article 40 and Article 41 in the Labour Contract Law, the
Group will pay relevant compensation in accordance with
Article 46 of the Labour Contract Law.

The dismissal procedures of the Group are as follow: the
group leaders and department head shall report specific
circumstance and the human resources department in
the headquarter shall determine its nature according to
the above circumstances and take the relevant actions or
make compensations.
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TRAINING AND DEVELOPMENT

The Group have fair and adequate access to learning and
trainings as well as promotion opportunities.

4.1

Employees’ Training

The Group attaches great importance to internal and
external studies and trainings to improve employees’
education level and capabilities, and properly nurtures
talents required for the Group’s development. The Group
has established Shenzhou School of Management,
which has become the cradle that nurtures the Group’s
management talents. As at the end of 2020, trainings
were provided to 11,498 attendees.

The number of male employees who attend Shenzhou
School of Management is 5,519, representing
approximately 48% of the total male employees while that
of female employees is 5,979, representing approximately
52% of the total female employees. In 2020, the
cumulative training time of male employees was 120,555
hours while that of female employees was 129,668 hours.
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In 2020, Shenzhou School of Management and other
relevant training courses held 214 training sessions, of
which, 114 sessions were external and 100 sessions
were internal.

The table below shows the number of trainees and
training time of employees attending Shenzhou School of
Management and other relevant training courses by job
position:

IEIAE Bt 1E 2B B
Number of Training

BE TR By Job Position trainees  Percentage time  Percentage
SREERE Senior Management 54 0.04% 599 0.01%
MR EEE Middle Management 1,882 1.29% 16,373 0.16%
EEEEE Junior Management 10,399 7.15% 495,830 4.89%
HMET Other Employees 133,147 91.52% 9,632,449 94.94%
M5t Total 145,482 100.00% 10,145,251 100.00%
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Shenzhou School of Management was established on 21
September 2012. The training target included key staff
of the Company, reserve cadres at all levels, technical
talents and junior management officers. The teaching
staff were from external cooperating training institutions,
internal teachers and senior management of the Group.
The school formulates the curriculum according to the
training requirements of the Company and devotes to
build an enterprise university rooted in the Shenzhou
spirit. The school promises to provide an opportunity of
lifelong education for every staff of Shenzhou, to provide
cultural power and talent power for the sustainable
development of Shenzhou and to assist Shenzhou to
become a world class knitwear leading enterprise.
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In order to further improve the management standards
of the Group’s factory management personnel and
boost the Company’s performance, in response to the
call of the Company, Shenzhou School of Management
has commenced to organise six-month “management
personnel trainings” in factories and various business
departments since 2020. Chairman of the Board
highly supported and valued such trainings organised
by Shenzhou School of Management and required
management of the Company to work hard in production
and keep up with changes in such a special year of 2020
in order to reserve strengths for its future development.

Internal sharing class:
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BT I Skill training for employees:
BEIREER: Electrician skills test:
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4.2 The development of career

Since December 2014, the Group has been successfully
shortlisted into the third batch of pilot enterprises for
self-assessment of enterprise engineer qualifications in
Ningbo City. The self-assessment of enterprise engineer
qualifications has realised an effective combination of
talent assessment by enterprises and talent assessment
by the government. Talents who pass the assessments
will be recognised by enterprises and received a
professional technical qualification certificate issued by
the Ministry of Human Resources and Social Security.
Upon the assessment by a panel consisting of 20
experts, 17 professional technicians obtained the
engineer qualification and 12 professional technicians
obtained the assistant engineer qualification in 2020.
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Shenzhou’s Performance Committee has set up branches
in every department of the Company, establishing
a standardized system whereby the development
of employees and the enterprise are integrated. We
encourage our employees to engage in trainings with
regard to their own specialized duties and other industrial
technologies, and provide such learning opportunities as
well as the possibilities of promotions and reassignment
to our employees.
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5.

INTERACTION IN COMMUNITY

5.1

Community Involvement

The Group considers that supporting the community
is one of the driving forces for corporate development,
as well as an important motivation for building a
“Harmonious Shenzhou”. The Group places great
emphasis on cultivating social responsibility awareness
of its staff and encourages employees to participate in
charitable community activities. Charitable donations are
applied mainly to various charity activities.

The Group has actively participated in local public welfare
and charity activities in its various production sites in
China, Vietnam and Cambodia. In 2020, the Group made
a total of approximately RMB51.48 million of charitable
donations, of which RMB45.24 million was donated for
education, RMB2.77 million was donated for poverty
alleviation and charitable relief, and RMB3.47 million for
other public welfare donations.
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From 2019 to 2021, the Group will donate RMB100
million to the construction of Beilun Youth Square. The
purpose to construct Beilun Youth Square is to attract
more young people to study, work, live and start their
business in Beilun, the project is an important move as it
provides a decent, fully furnished place for them to live,
communicate with others, organize events and start up
business in the favorable environment and completed
facilities.

In 2019, Beilun District Government kicked off the “Caring
Canteen” project, which is a home care service for the
elderly. Being the supplier of the service, Shenzhou
central kitchen was continuously responsible for providing
catering service to the service point of “Caring Canteen”
and provide safe and healthy food at the cost of meat to
the local elderly. This service is the trial for the reformation
of Ningbo’s home care services for the elderly.
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UTERAEENMEE T TGN The below pictures show the Group’s care for employees
Bk : and relevant visits:
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5.2 Charity Awards

In 2020, the Group won the honorary title of “Caring
Enterprise Devoted to Social Assistance” issued by the
Ningbo Federation of Industry and Commerce, and also
received the “Leading Unit in Fighting the COVID-19
Pandemic in Ningbo City” certificate issued by the Ningbo
Municipal People’s Government. In 2019, the Group
received the Sixth Session “Charity Prize of Zhejiang —
Institution Donation Prize” from the Zhejiang Provincial
Committee and provincial government. The “Charity Prize
of Zhejiang” is the highest government prize for public
welfare and charity in the province. The targets awarded
by the Sixth Session of “Charity Prize of Zhejiang” were
mainly individuals, institutions and projects that had made
remarkable contributions in the areas of public welfare
and charity such as disaster relief, elderly care, assistance
to the disability and orphans, poverty alleviation,
educational assistance, medical relief, promotion of
development of education, science, culture, hygiene,
sports, etc. the development of the career and the
protection and improvement of ecological environment
during the period from 2016 to 2019.

The below pictures show the trophy of the Sixth
Session “Charity Prize of Zhejiang — Institution Donation
Prize” received by the Group in 2019, and the “Caring
Enterprise Devoted to Social Assistance” award plaque
and the “Leading Unit in Fighting the COVID-19 Pandemic
in Ningbo City” certificate received by the Group in 2020:
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The Group has devoted to blood donation over the years.
We have obtained various honors including Outstanding
Unit in Blood Donation in Zhejiang Province and
Promotion Award for Blood Donation of the city.

Blood donation activities for charity:
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In 2018, the Group was awarded the 5th Top Ten
Caring Companies in Ningbo Award by Ningbo Charity
Federation.

In 2018, the Group was awarded the “Donation Enterprise
in Ningbo Award” by the Ningbo Red Cross. The activities
of Red Cross embody the spirit of dedication and care,
share positive energy and love, which spreads the spirit
of Red Cross across the community and aims to build a
harmonious community.

The below picture shows Donation Enterprise in Ningbo
Award received by the Group in 2018:
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In 2017, the Group was awarded “Outstanding Social
Caring Organization Award” by Social Enterprise
Research Academy. The award aims to recognise the
relevant industry leaders for their efforts in promoting
social development based on the principle of achieving
shared growth through discussion and collaboration.
While pursuing investment and development, the
enterprises take into consideration environmental
protection and labour rights in making investment
decisions, thereby achieving social sustainability without
compromising investment return.

The below picture shows the Outstanding Social Caring
Organization Award received by the Group in 2017:
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Since 2014, the Group joined Ningbo Charity Federation
(Beilun). The Group established an environmental
protection fund in 2016 with enterprises nearby for
the purpose of protecting the local environment and
ecological protection of Beilun.

The below pictures show the Outstanding Social Caring
Organization Awards received by the Group:
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5.3 MAFEERFHE

5.3 Participation in non-profit organizations
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BRNAM EXSAREZEED
BEEHEZAIFEZRB -BMN—
HEEBSETEXER gk
HMEgE SEFAALTHRZRE
Bk st w2 KRR

BEZZ—FR -EREZEE
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C2C (REFERE) MBRERIRR
EmBE R PRERENRAM
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FH2BC2CH L twww.c2c-world.
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Shenzhou has become a member of Textile Exchange
since October 2011. Textile Exchange is a non-profit
organization based in the USA, the mission of which is
to promote the sustainable development of the entire
textile value chain. Shenzhou has all along been actively
participating in industry conferences, seminars and other
activities, sharing best practices with relevant parties and
discussing the future development of the textile industry.

Since 2012, guided by PUMA, our Group’s major
subsidiary, Ningbo Shenzhou Knitting Co., Ltd. has
participated in the development of PUMA C2C (Cradle
to Cradle) closed-loop ecological environmentally friendly
products. From its selection of original yarns to dyeing
materials, printing materials and agents, this category
complies with the C2C environmentally-friendly product
requirements and passed the C2C product certification.
For more relevant information about C2C, please refer to
the C2C website: www.c2c-world.com.
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The Group also concerns the protection of wild life. The
Group became a silver member of WWF since 2013.

The below picture shows the trophy awarded to our
Group by WWF in 2020.
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S OPERATING GOVERNANCE
1. Lﬁgﬁkmfi 1. SUPPLY CHAIN MANAGEMENT
AEBXTERBLAREERAMTHEE The working system of the main subsidiary of the Group,
RABITIFREABEERRBI(EREZ Ningbo Shenzhou Knitting Co., Ltd. (B REMNEBEAERR
B FRZEGEEETIEREZRE T)), manages the implementation of key working processes,
EiE WMEREEREER—ES and controls and affects the horizontal connection of working
HEELRE o processes at the same time, thereby creating an organic whole
with working processes.
AEEREBAEIEN EE  KAEEK To ensure the smooth operation of the key processes,
BRARCEEEHR FIE —RINERE the Group adopts systematic management measures and
6 mEREER IR H KSR formulates a series of management systems to fulfill the
TR AEEMBHEOUNEEARE requirements of the processes and provide tactical execution.
Mz EREEBIEN §ICRARENIS At the same time, we utilize various measures such as goal-
12 EEI RS TERE o oriented management to stipulate key performance indicators
to control and improve the working processes.
1.1 FEZEEME 1.1 Major Operating Regions

RNEEBREEMEIN TER
™ BRESENIRNERZEE
B I SRMNEEMER &
BRBERMINZ EERM-

Shenzhou Group currently has operations in the regions
shown in the following picture: the green color represents
the production bases of Shenzhou in Ningbo; the red
color represents the sales offices of Shenzhou; the blue
color represents the production bases located outside
Ningbo.

2D W=t
Shenzhou-Shanghai

RNZE
Shenzhou-Anging

Shenzhou-Nlngbo

MR

Shenzhou-Vietnam Shenzhou-Hong Kong

FRMSRIEE

Shenzhou-Cambodia

FNEREEE
Operating Regions of Shenzhou Group
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1.2 Procurement Management

In 2020, the Group conveyed the concepts of
environmental protection, energy saving and sustainable
management to suppliers through visits to suppliers
and site inspections, and encouraged suppliers to
adopt environmental-friendly products and use energy
efficiently so as to continuously improve environmental
performance.

1.2.1 Procurement process

Dedicated staff of the Group’s designated
departments is responsible for the procurement of
materials. The materials procured mainly include
cotton yarn, dyestuffs, trims, equipment and spare
parts, office supplies, and food. Procurement cost
control is an important measure to enhance profit on
products. The quality of cotton yarn, dyestuffs and
trims procured will directly affect the product quality
and the corporate image of the Group. Procurement
management is one of the most important aspects
affecting product competitiveness.

ERIN B B & @42 fR A IR /A B Shenzhou International Group Holdings Limited
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BREBERBEBRAEZ Y G & To ensure the efficiency of the procurement process,

EEGEEEH > WM the Group formulates management documents such

BESIARE - TEIRASE as “Procurement Control Procedures”. The below

BERERRZE ! chart shows the procurement process of the Group:
iR E

Chart of Procurement Process

3R 5T 2] Demand Plan

IREBHEE

Purchase Requisition

$KEE 5T 2 Purchasing Plan

4
{LFERIRIZ Selection of Suppliers

A4

EESEmER

Determination of Purchase Price
A 4
I EEHZIHEESN

Entering into Framework Agreement
or Purchase Contract

s
7N

I
Management of Supply Process
A 4
ERUK Inspection for Acceptance

v
7 Fail y

3B E Return of Goods

=5 EB Pass or Fail

7= Pass
[ 1

AE Warehousing ZEEZ Claims etc. K ZEEZ Claims etc.

A 4 A 4

147X Payment
'Y
L4

v

BMEER g5t RAESE
Financial Control, Accounting &
Internal Audit etc.

EB BRI

t of Procurement Business
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1.2.2 Communication with suppliers

The Group and its strategic suppliers have signed
undertaking letters. All suppliers are required to
comply with the “Supplier Behaviour Undertaking
Letter” (“Undertaking Letter”), which include the
following contents: prohibition of use of forced
labour and child labour, prohibition of discrimination,
harassment and bullying, anti-corruption, timely
payment of salaries as well as compliance with
occupational health, environment protection
and safety standards. To ensure the effective
implementation of such undertaking letters,
the Group will rate each supplier based on its
implementation performance, purchasing priority
will be decided by reference to the relevant scores
in future procurement. The Group will require every
major supplier to submit regular social responsibility
report, and also will issue questionnaire to every
major supplier for evaluation, and may even arrange
site visit to confirm that relevant policies have been
carried out as stated.
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UTExREHERB NG Topics concerned by our suppliers and the channels
EMEHEEREENA . we used to communicate with them are shown in

the following chart:

REEE

Topic Concerned

HrEn
Supplier

HERE TR

Supplier evaluation policy

REBER

Green products

EmES
Product quality

EH R IRt

Response to climate changes

AIREEE
Sustainability

BEAN

Communication Channel

EH g ¢
Regular meetings

HEBRE

Supplier summit

GIERMIER

Cooperative technology projects

et g MemE
Workshops and forums

2ETK
Factory visiting
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1.23FEFEMHEBER 1.2.3 Major Raw Material Suppliers
TECEFEERRAEE Summary of number of major yarn suppliers of
WiRHERBEEERX (7 group companies in 2020 (by country)
BT
R HEEHE Bt
Serial Number of
Number [l K& %58 Name of Country (District) Suppliers Percentage
1 A China 98 65.78%
2 i Vietnam 8 5.38%
3 FEEE Taiwan, China 7 4.70%
4 FEEE Hong Kong, China 7 4.70%
5 EdE Korea 5 3.36%
6 eS| USA 4 2.68%
7 SN Japan 4 2.68%
8 Zx[=H] Thailand 4 2.68%
9 A Italy 4 2.68%
10 HrERFR Sri Lanka 2 1.34%
11 HniR Singapore 2 1.34%
12 EalETpE RS Macau, China 2 1.34%
13 EkAm Malaysia 1 0.67%
14 B B L Guatemala 1 0.67%
st Total 149 100.00%
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1.24 28 FEIF 1.2.4 Chemicals Management
KEFBIHIEERBE The Group has established a list of chemicals and
THEEHIZRIEERE conducts management and control on dangerous or
TEE BREEBREMSE restricted chemicals to ensure that the dyes, agents
B2 2k~ BUE| ~ 50 IR ) B and detergents used during production are in strict
HEREEBFE - REAHR compliance with the management and control list.
RRBZIEBRFEERE Non-tested and uncertified chemicals are not allowed
B BXAEERZIIEEZH to be used in production and a stringent identification
AREHERE % o and tracking system has been established.
KEBECEEHR—ELZERE The Group has developed a set of chemical
ERiE BERNSERE management and control process, which covers
By Es s ERAURK dyestuff supplier management, incoming material
EEXBERIE HEREEZ inspection, product testing and wastewater discharge
CERERERE- inspection, ensuring the comprehensive management

and control of chemical applications.

HNRE(CEREERE

Shenzhou Group Chemicals Management Procedure

R
MSDSKE. HERE
E=AREE —  2e
Chemic Provide MSDSK' Supply
Supplier and 3¢ party test chemicals

report upon request

l

[ E]  mEmme st

E AR SEEB? U5 Rmmar
HETIRE A Wiz ™ Oniine testing "= > Onine ——» BEEB/? —
She G ml @ > Confim® nine fesing & testing Pass?
Lab environmental
standards ?
MR}
Egﬁf; ,i‘/ REABR?
HE Repairable?
Shenzhou > Production |
FAaanﬂmn'ws i R P
production Repar  © @ Destroy Packaging @ @
N 2 L WM L azes @
)0 — jater —» Monitor& —» %
szl treatment testing Pass? [R22229
Water
treatment
facility
REALE?
B Reperabl?
IREAE »
Shenzhou H &HE SR =2k
Garment B L@" Destroy  Packaging
production
HEEERBER K - *Confirm once per product
Bt Notes:
1. REFBRETFEEE - EEERK 1. Annual 3rd party environmental audit according to customer requirements
2. BERRA KRR (J9TEMRIE) 2. Randomly testing of water and waste water (pre-treatment)
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1.3 RIEERE 1.3 Process management
1.3.1BEEHE 1.3.1 Quality management
REETERREBEREEF The Group conducts a full range of monitoring
KREEEEEERAENR measures in the purchase and manufacture of
2E B RIFEE o products based on a comprehensive quality

management system.

HEEFTEEE8ERER Quality control is a very important segment in the
LEMBEEZH D - HIE quality management process. It mainly embodies
BiEELREEEE RAK the supervision, inspection and testing of product
Ba o REBRILE S TS quality. The Group has established six focuses of
ZINKER quality control.

TERAEEISO 900189:E The ISO 9001 certificate of the Group is shown as
£ below:

ISO 9001 FBZ
ISO 9001 certificate
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1.3.2 0/ 152 EmEE

1.3.2Sustainable product management

RZEZZEFE AEENT
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‘A B Control Unionfg &
Control Uniong&Z ° Control
UnionsB E T MO FREERE
W 1e] B4 48 SR Y A E 2 Y
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BE7 > BIARR B EFTEERMY
AIRFE MR E MR R
RER-RHTEHRE—BER
TR E R BTN EEEN
B2 Control Unions8E
BE—E2KREEFBER
ZEBR—ETNIIEHER
Bl X A0 B PR eB s e A 1T
%o

%
&=

MTRAEENFLREE
BENHBERARE
Control Unionf&2fControl
Unionzg =:

In 2020, Ningbo Shenzhou Knitting Co., Ltd.,
a subsidiary of the Group, received the Control
Union certificate issued by Control Union. The
Control Union Certifications understands the
interrelationship between sustainable development
and the production of textile products, so it has a
unique ability to solve the sustainability challenges
faced by enterprises and therefore ensure future
development. In order to achieve this goal and
maintain its reputation as a leading certification
institution, Control Union Certifications has in
place a global quality control system that has been
reviewed by numerous national and international
certification institutions both internally and
externally.

The Control Union certificate received by Ningbo
Shenzhou Knitting Co., Ltd., a subsidiary of the
Group, from Control Union is as follows:
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1.3.3 Product recall procedure
Product recall procedure from the Quality
Assurance’s problems:

If the produced apparel do not meet or are
not acceptable by first quality standards, the
clients shall have the right to reject shipments
of apparel from the Group, which do not
conform to the client’s Purchase Order or
Quiality Assurance Manual.

Where discrepancies are found, a complete
inspection of the shipment may be made by
the clients.

The clients shall charge back to the Group and
if the Group agrees, the Group would pay all
costs incurred by the clients in transporting
and handling non-conforming apparel shipped
to the clients or directly to customers.

The apparel, which do not meet or are not
acceptable by first quality standards, must be
destroyed. Factories are to communicate all of
the produced apparel, which do not meet or
are not acceptable by first quality standards,
to their clients’ Factory Merchandise Manager;
It is the Factory Merchandise Managers’
responsibility to deliver all of produced
apparel, which do not meet or are not
acceptable by first quality standards, to the
Regional offices for disposition consideration.
These certifications of destruction was sent to
the local clients’ office.
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1.34 X2 RIRIFEEE 1.3.4 Safety and environmental protection
management process

ERIEERMEKR -LE The Group’s major subsidiaries have adopted the ISO
RERSZREEEEEARSE 14001 and OHSAS 18001 management systems and
MHHEER AEENEE clean production audit and inspection to strengthen
MB AR BEHRAISO 14001 environmental protection and health safety, after
FKOHSAS 18001 EIERE & considering the large number of employees and
MEZREESZRIW UE production equipment, extensive span of control and
BRIERFHEREZR S other facts.

KREBLZE2HIRFRTIEE The focuses of the Group’s safety and environmental
o BTE protection work as shown in the below picture:

ZE2P#E
Security
Protection

i ZRERR
Saving and Safety and éﬁigiyli
Emission Environmental Health
ction A
Protection

BREE

Clean

Production

T2 RIRRIEER
Focuses of Safety and Environmental Protection Work
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TER2AEBMISO 14001
&OHSAS 1800117524
EEZEBEWNEE

ISO 14001 55 &
ISO 14001 certificate

The Group’s ISO 14001 and OHSAS 18001 and
clean production audit and inspection certificates
are shown below:

OHSAS 18001 =
OHSAS 18001 certificate

BREEBRRWES
Clean production audit and inspection certificate

ERERBERDE F5E
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LB E 2 IR RS I
Mg EkEE S — 7 HE
ZRIEEBRMEXN K&
ETrIERmEERBFE
REEE -FR > xEEHD
RIFEBEZERERERE
TENAERIRE » & TR ; M
BRES BRERK, X24E
B RmiE] e
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In terms of safety and environmental protection, the
Group strengthens safety education, establishes
safety operation specifications for related job posts
and enhances equipment maintenance. On the
other hand, considering its large workforce, the
Group emphasizes on food safety and occupational
health administration. Meanwhile, the environment
and occupational safety and health policy of the
Group is “conserve energy and reduce waste,
green plant; eliminate harms, avoid sickness; safe
production, persist to improve”.
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With safety, health and environmental protection
in mind, the Group has established a safety
department, an emergency response team and a
professional Three Wastes Treatment System to
reduce the use of toxic and hazardous substances
for meeting the standards of Three Wastes
treatment. These ensure the occupational health
of employees, maintain clean production, promote
energy conservation and carbon reduction,
and facilitate the response to and handling of
emergencies.

In the meantime, the Bureau of Work Safety of
Zhejiang Province awarded Standardized Safe
Production Certificate to the Group continuously
since 2016 and recognized it as Second-Class
Enterprise in Production Safety Standardization
(textile and garment). Therefore, based on checking
and controlling of potential hazards, the Group
complied with the principles of “safety first,
prevention-oriented and comprehensive governance”
and enhanced safe production to reduce accidents
and ensure personal safety and health as well as
the smooth undertaking of production and operation
activities.

The picture below is the Work Safety
Standardization Certificate:
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During the reporting period, the Company has
complied with all relevant laws and regulations that
have a significant impact on the Company in respect
of health and safety and other matters relating to
product responsibility.

1.4 The Management of Customer Relationship

The Group aims to understand all kinds of customer
requirements, expectations and concerns by listening
to them. Through the following methods, the Group has
transformed and satisfied customer requirements and
expectations and promoted its market expansion and
service improvement. Furthermore, when customers visit
the Group, the sales department will gather department
heads and the person-in-charge who are directly relevant
to attend meetings so as to develop a comprehensive
understanding of customers’ expectations. The relevant
departments will convene special meetings to seek
specific solutions for those aspects that fail to meet
customers’ expectations at the time. The persons
directly in charge of the sales, research and development
and production departments will attend regular sales
and operations meetings every week to discuss the
current problems and customers’ requirements, analyze
the causes and find solutions to meet customers’
requirements.

1.4.1 The Management of Customer Information

To prevent the leak of customers’ information, the
Company enters into confidential agreements with
specific customers and also protects the patents
of specific customers. The Group exercises strict
control over customers’ information. All information
must be filed and stored for two years, and will
be destroyed after expired. In addition the word
“Confidential” will be printed on all documents, and
it is forbidden to take away document outside the
factory.
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In terms of the policy of protecting the personal
information (privacy) of customers, the Group
establishes relevant documents of procedures,
namely the “Management System of Customer
Relationship”, to protect the customer information
from leakage. In addition, in terms of policy
of implementing and monitoring the personal
information (privacy) of customers, every business
department has its relevant procedural documents,
such as “Customer Asset Control Procedure”
and “Process Related to Customers Control
Procedure”, only senior staff is allowed access to
relevant customers’ information, and the person-
in-charge of respective department conducts
regular maintenance and review of the information
of customers to prevent the leak of personal and
private information of customers.

During the reporting period, the Company has
complied with all relevant health and safety,
advertising, labelling and privacy laws relating to
products and services that have a significant impact
on the Company.

1.4.2 Customers communication

In 2020, the Group did not recall any products sold
or shipped due to safety and health reasons, which
demonstrated customers’ confidence about the
products of the Group. During the year, the Group
did not receive any complaints on products or
services from customers. When the Group receives
any complaints on products or services, the
complainees of the relevant products and services
will convene special meetings to seek solutions
for the relevant complaints at that time, and the
handling method is replacing the defective products
or deducting the fees by customers.
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UTExREEFBEINGZEE Topics concerned by our customers and the
MEFREBENAI: channels we used to communicate with them are

shown in the following charts:

RAEEE
Topic Concerned
AIREERE BETRRZS
Sustainability Employees’ health and safety
HESME IR OR A Gh
Social responsibility Comfortable eco-products
RS HEEER
Operating performance Supply chain development
=R
Customer
BREAN
Communication Channel
EEERE TR ERmEBERE
Regular meetings with senior and Client satisfaction survey
middle-manager
EHER KSR

28 TR Visits to clients’ operation
Factory visits headquarters

EERBESERO
Co-establishing cooperative centres with
clients

150 BRI B R S [ #2E iR 7 BR /A &) Shenzhou International Group Holdings Limited



IRIG - HHERESHRS
Environmental, Social and Governance Report

1435 FHEE

1.4.3 The Customer Satisfaction

RZEZTEF AEEITH
WEFN_T _TFEEILD
BisEFRBEE NG HE
P BT AE 32 [ 20205 4B &
82 o EIRF > th g fel s i A
AW ERE _S _SFEEMR
2 TOR0TAE) - IEARTEF B SR
EfEENEAERTE L
BEHEWNAAOSE  HIM :
OEME -BELE ST
1B MBI s R — 455
RINBEEF - FR > KNF
EREERBEN T RSN
€13 f] B 4 BT SR I B I AR R
MEEETERTER  THE2
RN BEEER) = A%
HoBE AERRAFE
ESM e AEEE TR REFE = M
INIG6 I BETH  REBEN
R ETEREHEIRA
BEZMMEFHERE) -5
SR EAFEREEERD
EEE TS M E B o

In 2020, the Group was awarded the “2020 Leader
Award” at the Adidas 2020 North Asia liaison office
year-end meeting. At the same time, the Group
was awarded the “Nazha Award” by Adidas China
Office in 2020, which primarily reflected Adidas’s
strong recognition of the efforts made by the Group
in certain projects, such as mask development,
full container load shipping, development of digital
samples and some special series, etc. Meanwhile,
the subsidiaries of the Group in Cambodia have
won three awards from Adidas Cambodia liaison
office this year, namely the “Timely Delivery Award”,
“Quality Award” and “Lean Production Award”.
Moreover, the Group received the “Certificate of
Achievement” and “NIG6” awards from Nike this
year. The Group received the “Most Valuable Award”
and “Excellent Development Award” from Li Ning
in 2020. Furthermore, the Group received the
“Outstanding Contribution Award” from Xtep this
year.
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TEARFEEAAER The below pictures show the trophies awarded to
Rhe our Group by the customers.
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2. ANTI-CORRUPTION & ANTI-FRAUD
2.1 ANTI-CORRUPTION

In over two decades of Shenzhou Group’s history, the
founder and former chairman of the Group, Mr. Ma
Baoxing, and each senior management member have
always been focusing on “integrity” in establishing the
corporate culture. Integrity is the code of conduct and

moral standard of the Group.

Back in early 2000, Mr. Ma wrote the two Chinese

”»

characters “SH 15 (integrity)” and hung them in the centre
of the lobby, reminding all employees that it is the
principle and requirement of the Group. All employees
must abide by it and the Group also welcomes close

monitoring by related authorities and customers.
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The Group strictly complies with the requirements
of relevant local laws and regulations, such as the
“Company Law of the People’s Republic of China”,
“Bidding Law of the People’s Republic of China”, “Anti-
Unfair Competition Law of the People’s Republic of
China”, and “Interim Provisions on Banning Commercial
Bribery”.

In 2020, the Group had no law suit of corruption and
bribery. Meanwhile, the Group also did not receive
complaints on products or services due to the corruption
during the year. If the Group receives any complaints
on products or services due to the corruption, the
complained department of the relevant products and
services will convene special meetings to seek solutions
for the relevant complaints.

The Group has set up an internal audit department and
engaged Ernst & Young as external auditor to improve its
anti-corruption standard in preventing corruption.

The Group’s employee guidelines clearly states the
obligations of staff in anti-corruption, anti-bribery and
conflict of interest. Accordingly, employees should follow
the requirements.

The anti-corruption procedures of the Group according to
the guidelines for the staff are as follows:

(1)  We offer anti-corruption and anti-bribery education
for key staff and major positions;

(2) Suppliers and service providers which have
business relationship with the Company should
sign “Integrity Undertakings” and “Anti-commercial
Bribery Agreement”;

(3)  We have special email and phone line to allow
people from inside and outside of the Company to
report corrupt behavior;

(4) Internal auditor and competent department analyze
data from time to time, conduct investigation and
visits, study features and pattern of corruption
behavior and implement and improve the prevention
measures and systems for anti-corruption;
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(5) We deal with workplace corruption in a timely
manner and report to competent authorities. People
who are suspected of committing the crime are
transferred to the public security organ;

(6) We introduce relevant anti-corruption mechanism
and policy to the rules and procedures and business
process, such as explicit business process,
approval authority, establish accounts, etc;

(7)  We have diversified expedients for supervision and
establish complain and report mechanism to provide
reporting channel for internal staff and external
parties;

(8) We engage in supervision by conducting regular
stocktaking and audit, price research and off-office
audit.

The Group takes relevant measures in implementation
and monitoring of corruption prevention practices. For
example, when we sign contract with new suppliers for
the first time, suppliers must sign “Integrity Undertakings”
and “Anti-commercial Bribery Agreement” as well. In
addition, internal auditor and competent department
check email and receive reporting calls at any time
and record and investigate reporting matters. The
investigation results will be reported to relevant leaders
and departments and relevant employees undertake that
they will keep the personal information of the informant
confidential. Furthermore, relevant departments including
internal audit and legal affairs departments monitor and
review daily course of business, track and investigate the
abnormal information and circumstances identified.

If the staff of the Group notices corruption behavior, the
staff can report by ways of telephone, email or letter. The
relevant department of the Group will investigate or audit
the related department or staff according to the reporting
information and will punish the illegal behavior. If the case
is of serious nature such as constituting an criminal act,
the Group will transfer the relevant person to the public
security organ for legal sanction.

At the same time, the Group conducts extensive internal
promotion of legal knowledge and organises Directors
and employees to actively study the national anti-
corruption laws and regulations and the Company’s anti-
corruption policy. Interpreting and analysing relevant
documents and cases enhance the legal awareness
of employees and optimise the development of the
Company’s legal system.
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2.2 Anti-fraud Experience Camp

In 2020, the Group held the “Shenzhou Group Anti-fraud
Experience Camp” with the purpose of revealing the truth
and characteristics of fraud crimes in telecommunications
network through the experience camp as a promotion
vehicle and a window platform, so as to consolidate the
anti-fraud awareness of the Company and employees,
effectively implement anti-fraud measures and strive to
reduce the occurrence of telecommunication fraud cases.
A desirable atmosphere of anti-fraud promotion was
further created to provide valuable experience for the
development of a fraud-free enterprise.

During the reporting period, the Company has complied with
all relevant bribery, extortion, fraud and money laundering laws
that have a significant impact on the Company.

PR EE ML A IR A 5] Shenzhou International Group Holdings Limited
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3. LEAN PRODUCTION AND INNOVATION

In order to expand the globalization layout of the Group, the
Group aggressively explore each category of new technology,
new material and new application of manufacturing technique,
and launch new products development and lean production.

Among other players in the textile industry, our Group process
with relative strong capability in technology innovation, advance
technology development. With our continuous effort in research
and development and the technology so developed, we have
built up our corporate’s core proprietary intellectual properties,
for which we use to operate our production business. Starting
from 2014, Ningbo Dagian Knitwear Co., Ltd., a subsidiary
of the Group, was accredited as “High-New Technology
Enterprise”.
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The Group actively encourages patent applications by research
and development staff, introduces reward policies for the
grant of patents for inventions, steadily promotes patent
commercialization and endeavors to create its own brand
products.

At the same time, the Group establishes a comprehensive
relevant intellectual property management system, persist in
autonomy innovation, apply for intellectual property protection
aggressively, prior to complete the layout for intellectual
property development, avoid infringement of others intellectual
property and safeguard its own rights.

In 2020, the Group has applied for 125 patents, of which 87
were new utility patents and 38 were patents for inventions.
The Group obtained licences for 81 patents, of which six were
patents for inventions and 75 were new utility patents during
the year. As of the end of 2020, the Group has applied for 536
patents in total, of which 166 were patents for inventions and
370 were new utility patents. We have 183 patents of new
materials and fabrics and 353 patents relating to categories of
transformation and innovation of equipment and technique for
production and garment template.

The Group has 34 series of major patented product
achievement transformation, and it is estimated that 850 new
products are available based on an average of 25 varieties in
each series.

ERIN B B & @42 fR A IR /A B Shenzhou International Group Holdings Limited
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In addition, the Group has participated in the amendments
of 4 national standards and the formulation and amendments
of 15 industry standards, and is participating in the
formulation of 9 industry standards. The Group introduced
policies to encourage technological innovation, including the
Incentive Administration for on Scientific and Technological
Achievements and established a scientific and comprehensive
incentive mechanism on technological innovation.

In 2020, the Group had a number of improvement projects in
innovative technology or sustainable development, for example,
automatic mask sewing machine and automatic bag cloth
machine, etc.

3.1 Shenzhou International Textile Research Institute
The Group established Shenzhou International Textile
Research Institute in December 2018, and have the
workshop of academicians, which appointed two
academicians as consultants. One is mainly responsible
for the development and application of new fabrics and
new materials. And the other one is mainly responsible for
research on environment management as well as green
and environment protecting dying technology under the
condition of “reducing” resource occupation, so as to
achieve the “2025 zero emission” plan.

Annual Report 2020 £ R

159



160

IRIG - HHERESHRS
Environmental, Social and Governance Report

3.2 Bl 3.2

AEBBEBAIFALEESNRE
SR HRSERWMENZRF
BEBER FRIFHRLEE S
RS ARMIHRERFTHN
B R mEmRER REEES
WHIRRWE 7 EHMAE MK
ANFEERNKEE-

s  HEMEER(DFMA) » &5t
HEEEFTRENER 7
FEEN

e EmMERIE

s MEERMERM MEH
WA= P ER S EPRERIA
VALILY/Va)

s ERSTTRAZBERNT
=oEk BAME2mER

s REHERRE

s [FEITEXEEREBLZE2MEE

ERIN B B & @42 fR A IR /A B Shenzhou International Group Holdings Limited

Innovation center

The vision to be achieved by the Group through its
innovation center is to increase the added-value and
profitability of products, while developing the Company
into a sustainable operator through introducing our
ideology of environmental design in designing products
with our customers in the innovation centres, reducing
the use of fabrics and the pressure on the environment
caused by production emission.

° Design for Manufacturing and Assembly (DFMA)
and design production-friendly products as well as
increasing productivity

° Product diversification

° Shortening the cycle of product development and
saving the labor and cost deployed by Shenzhou

and its customers in R&D

° Integrating green elements in the design, reducing
the use of chemicals

° Increasing the product quality

° Ensuring a healthy and safe production environment
for the staff



IRIG - HHERESHRS
Environmental, Social and Governance Report

3.3 TERMPL 3.3 Enterprise Technology Center
AEE =M OEMTAIH The enterprise technology center of the Group has
BENER R B EERE TF1TE relative strong capability in technology innovation, and
REHANEERSEBNER@ER> has remarkable achievement in innovation. We served as
WREREREFERMAP L the demonstration and steering role in the industry and

region, and were accredited as the “Provincial Accredited
Enterprise Technology Center”.

TERAEEESNIEHKREE The below picture shows the certificate of “State-
BT RO VSRS Accredited Enterprise Technology Center” received by the
Group:
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3.4 The Achievement in Innovation

The Group received from the China National
Textile and Apparel Council the “Textile Vision”
2019 China National Textile and Apparel Council
Knitted Underwear Innovation Contribution
Award in 2019 for its research and development
and industrialization of the moisture-absorbing,
breathable and skin-friendly cellulose acetate
imitated silk fabrics used for knitted underwear. The
China National Textile and Apparel Council carried
out the evaluation activity of 2019 China National
Textile and Apparel Council Product Development
Contribution Award/Promotion Award in the whole
industry. To push forward the product development
work in the textile and apparel industry in China,
set an industry example of advanced enterprise in
product development, explore an innovative model
for product research and development, push up the
technology contribution rate and brand contribution
rate of the industry, facilitate adjustment in product
structure and promote industry upgrade and the
development of a great textile country.

The below picture shows the certificate of “Textile
Vision” 2019 China National Textile and Apparel
Council Knitted Underwear Innovation Contribution
Award received by the Group in 2019:
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The “Top 100 Zhejiang Innovative Enterprises cum
Zhejiang Innovative Personnel Award Ceremony”
was co-organised by Zhejiang Venture Capital
Association, Zhejiang Technological and Innovative
Enterprises Association and Sci-Tech & Finance
Times in Hangzhou. This evaluation activity aimed
to further identify a batch of core enterprises with
strong innovation capability, high research and
development level and outstanding growth potential
in an effort to create a favourable environment for
innovation and entrepreneurship. Meanwhile, in
the evaluation, enterprises were required to have
three years of establishment history or above and
proprietary intellectual property rights for the core
technologies of its key products (services), remain
profitable for two consecutive years with a growth
rate of no less than 20% for their sales revenue and
profit and be a High-New Technology Enterprise
supported by the government. Further, after the
four major evaluation sessions, namely enterprise
data collection, data review, measurement and
evaluation, and results application, the panel
eventually came up with a ranking based on the
scientific method of expert argumentation. 100
enterprises were selected as the Top 100 from 265
High-New Technology Enterprises in the province
participating in this evaluation. In 2019, the Group
ranked among the Top 100 innovative enterprises,
signifying the recognition and affirmation of its
continuous innovative capability, overall research
and development strength and market development
potential by the industry.

The below picture shows the certificate of “Top 100

Innovative Enterprises” received by the Group in
2019:
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3.5 Brand Building

Since January 2015, the registered trademark of
Shenzhou Knitting (registered number: 7226707), a
subsidiary of the Group, was recognized as a “Famous
Brand of Zhejiang Province” by Zhejiang Provincial
Administration of Industry and Commerce, signifying the
recognition of the Group’s development over the past few
years and reflecting the influence and reputation of the
Shenzhou brand in the industry.

To further enhance the development of foreign trade
brand and expedite the forming of the new advantage in
foreign trade, the Department of Commerce of Zhejiang
Province worked with provincial departments and bureaux
to start the selection for the “Zhejiang Export Famous
Brand” of 2018. It has been told that the award was
selected annually, and the effective period was three
years. The Department of Commerce of Zhejiang Province
announced 292 brands for the “Zhejiang Export Famous
Brand” of 2018. The Group was awarded the “Zhejiang
Export Famous Brand” of 2018 in 2018.

The certificate of “Zhejiang Export Famous Brand” of
2018 for the Group is shown below:
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B EZE_EFPEMER In addition, in 2020, the China Council for Brand
RIBEGREREEETESH Development, based on the relevant national standards
ERELE > KERTE T E for brand value evaluation and upon expert review,
HE RETEEMI(FEZES measurement by a technical agency and review by
ET AEERIERESS882 the brand evaluation publication working committee,
IREER ARE231.59(E T determined that the Group had a brand strength of 882

and a brand value of RMB23.159 billion.

TERAEBRT-_ZZZHEHS The below picture shows the 2020 China Brand
MEETFEERENE . Evaluation Notification Letter of the Group:
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4. THE HONOUR AND AWARD

4.1

ERIN B B & @42 fR A IR /A B Shenzhou International Group Holdings Limited

Substantiality

Starting from September 2015, Shenzhou International
was included in the Hang Seng Corporate Sustainability
Index Series, which includes Hong Kong listed companies
with the most outstanding performance in terms of
corporate sustainability. The index is a cross-market
index covering leaders of corporate sustainability in
Hong Kong and Mainland. The constituent stocks are
carefully selected with reference to the rating results of
sustainability by Hong Kong Quality Assurance Agency,
an independent professional accreditation body, in
accordance to the framework it designed for sustainability
rating. This enables the Hang Seng Corporate
Sustainability Index Series to achieve objectivity, reliability
and of high investment significance, offering a series of
quality benchmark for the index funds under the theme of
corporate sustainability.

Below is the logo of membership of the Hang Seng
Corporate Sustainability Index Series of Shenzhou
International in 2020:

From 2018 to 2020, the Group was granted with an A
Sustainability accreditation of CSR Index Plus Mark by
the Hong Kong Quality Assurance Agency (HKQAA). To
facilitate organisations to translate these good intentions
into good actions, in 2008 HKQAA launched the “HKQAA
CSR Index”, with the initial support of The Hong Kong
and Shanghai Banking Corporation Limited (HSBC). Now
run by HKQAA, the Index provides quantitative metrics to
measure organisations’ maturity level in practicing their
social responsibilities.

The index is designed with reference to the ISO 26000
“Guidance on Social Responsibility”. The index will
measure an organisation’s maturity level in practicing its
social responsibilities from four different perspectives,
namely Corporate Governance, Social Well-being,
Economic Performance and Environmental Conservation.
More specifically, the quantitative metrics will contain
seven core elements and a total of 40 recommended
practices.
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In addition, the Group joined the activity of “BOCHK
Corporate Environmental Leadership Awards 2019” in
2019, and was awarded the “EcoPartner” in the “BOCHK
Corporate Environmental Leadership Awards 2019”, jointly
launched by the Federation of Hong Kong Industries (FHKI)
and Bank of China (Hong Kong) (BOCHK), in recognition of
the Group’s dedication and contribution to environmental
protection over the years. The “BOCHK Corporate
Environmental Leadership Awards” are jointly organized
by FHKI and BOCHK to recognize the environmental
achievements and contributions of manufacturing and
services enterprises, thereby encouraging enterprises to
incorporate environmental protection strategies into their
business development plans and daily operations.

The certificate of “BOCHK Corporate Environmental
Leadership Awards 2019” awarded by the FHKI and
BOCHK to the Group in 2019 is shown below:
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ERIN B B & @42 fR A IR /A B Shenzhou International Group Holdings Limited

In 2019, our Group has participated in the Sustainable
Financing Programme organized by HSBC, and was
awarded “Sustainable Financing Programme — Certificate
of Participation” by HSBC successfully. Enterprises who
acquire machine, equipment or installation with expected
carbon emission reduction based on the Business
Environment Council’s environmental merit assessment
result are eligible for the HSBC’s Sustainable Financing
Programme. Typical examples include: use of renewable
energy or energy source with less carbon dioxide emission
effectively, more energy-efficient machine or equipment,
sewage management system.

The below picture shows the “Sustainable Financing
Programme — Certificate of Participation” awarded by
HSBC to the Group:

Shenzhou International was won the “InnoESG Prize
2020” co-organized by SocietyNext Foundation and
various enterprises in 2020. The “InnoESG Prize 2020”
is to recognize the achievement of the listed companies
on Environmental, Social and Governance (ESG) by
their implementation and fully support for sustainable
development. The award is co-organized by SocietyNext
Foundation, UNESCO HK Association Global Peace
Centre, Rotarian Action Group For Peace and Wofoo Social
Enterprises as recognition and acknowledge to the award
winner for their initiatives on sustainable development.
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4.2

The below picture shows the trophy of the “InnoESG Prize
2020” awarded to the Group by SocietyNext Foundation
and various enterprises:

Investor Relations

Shenzhou International garnered the “Best IR Company”,
“Best IR by Chairman/CEQ”, “Best IR by CFO”, “Best IRO”,
“Best Investor Meeting” and “Best IR Team” awards at the
6th Hong Kong Investor Relations Awards organised by
Hong Kong Investor Relations Association. These awards
acknowledge the excellent performance of the Company’s
management in investor relations, which is widely
recognised by the investor community.

The Hong Kong Investor Relations Award is organised
by Hong Kong Investor Relations Association, with the
aim of celebrating excellence in IR relations aspect and
corporates and talents which adopt sound IR principles. A
total of 168 listed companies entered the competition this
year and 43 listed companies received awards in different
categories. The winning enterprises were selected by
buy-side and sell-side investors online. Over 679 qualified
voters and 311 voting institutions casted for the best IR
talents and listed companies.

The below picture shows the six awards received by the
Group from Hong Kong Investor Relations Association:
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magazine

In 2020, the Group was awarded “IR Magazine Awards
Greater China 2020-Certificate for excellence in investor
relations” by “IR Magazine” and the below is the
Certificate for excellence in investor relations” of the
Group.

IR Magazine Awards
Greater China 2020

Certificate for excellence in investor relations

Awarded to

Shenzhou International
Group Holdings Limited

ERIN B B & @42 fR A IR /A B Shenzhou International Group Holdings Limited
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In 2020, Shenzhou International was awarded the “Listed
Company Awards of Excellence 2020” — Main Board by
HKEJ. In 2020, “Listed Company Awards of Excellence”
awards were divided in to three main categories, i.e.
blue chip, Main Board and GEM. The assessment is
carried out by the adoption of the EJFQ “signals”, a
unique stock-tracking system developed by HKEJ, all the
candidates are screened based on four major criteria:
Piotroski F-Score, performance against the Hang Seng
Index of the same period, number of recommendations
from professional analysts and industry leaders, as well
as average annual growth in earning. The shortlist are
then assessed by a judging panel comprising industry
leaders, analysts and HKEJ’s editors, the results will
then be audited by KPMG. This year, 38 most competent
listed companies were selected among over 2,000
listed companies in Hong Kong, as such, besides as
recognition of the outstanding performance achieved,
the awarded listed companies can also be served as a
meaningful reference indicator for investors.

The below picture shows the trophy of “Listed Company

Awards of Excellence 2020” — Main Board awarded to the
Group by HKEJ:
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PR EE ML A IR A 5] Shenzhou International Group Holdings Limited

In addition, Shenzhou International was awarded
the “Hong Kong Outstanding Enterprise 2020
by Economic Digest in December 2020, which
is a valuable indicator for reference. Economic
Digest shortlisted the outstanding enterprises from
thousands of listed companies in Hong Kong in
recognition of their remarkable achievements based
on six major areas, namely corporate philosophy and
vision, annual performance, corporate governance,
popularity among minority shareholders, scientific and
technological research and development, and industry
accomplishments.

The below picture shows the trophy of “Hong Kong
Outstanding Enterprise 2020” awarded to the Group by
Economic Digest in 2020:
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Shenzhou International was awarded “The Largest
Capitalization Private Company Award 2018” in the
“Mainland Enterprises Listed in Hong Kong Ranking”
by “Yazhou Zhoukan” this year. To be eligible for the
“Mainland Enterprises Listed in Hong Kong Ranking”,
an enterprise must be a Hong Kong listed Mainland
enterprises traded on the Hong Kong Stock Exchange
in 2017 to 2018, and will be assessed based on their
market capitalization as at 31 May 2018. The research
department of “Yazhou Zhoukan” will then rank those
listed companies based on their respective major audited
operation data, including the market capitalization of
the company in Hong Kong, total market capitalization,
turnover and its growth rate, net profit and its growth
rate, assets in Hong Kong, total assets, etc. As such,
many of the awarded listed companies have operation
scale and total assets of world level, and played an
important role in Hong Kong’s capital market.

The below picture shows the trophy of “The Largest
Capitalization Private Company Award 2018” in the
“Mainland Enterprises Listed in Hong Kong Ranking”
awarded to the Group by “Yazhou Zhoukan”:
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ERIN B B & @42 fR A IR /A B Shenzhou International Group Holdings Limited

In December 2018, Shenzhou International obtained the
“Best Investment Value Award for Listed Companies”
award from Hong Kong Ta Kung Wen Wei Media Group
Limited at the ceremony for China Securities Golden
Bauhinia Award.

In September 2018, Shenzhou International was named
as one of the “Asia’s 50 Top Listed Companies 2018” by
“Forbes Asia”, a proof that investors recognize the Group
as a substantial listed company.

“Forbes Asia” first selected 1,744 companies with
operating incomes of at least USD2 billion and were
listed at least one year. It crossed out the companies with
losses or those with operating incomes lower than five
years ago. Those with long-term debts more than half
of the total capital or enterprises with more than 50%
held by the government or the listed parent companies
were not included. Finally, after applying more than 10
financial standards, it analyzed the remaining companies.
Thus, a list of the blue-chip enterprises with excellent
performance was selected, and all the enterprises on the
list are the best in the local area.
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Furthermore, Shenzhou International was awarded
“ListCo Excellence Awards 2018” by “AM730”, PR Asia
and Roadshow in October 2018, a proof that the Group
strives for good performance returns, excellent corporate
governance, contribute to the economy and enhance
people’s quality of life on different levels.

The below picture shows the trophy of “ListCo Excellence
Awards 2018” awarded to the Group by “AM730”, PR
Asia and Roadshow in 2018:

Shenzhou International was awarded “ListCo Excellence
Awards 2018” by “AM730”, PR Asia and Roadshow. As
an award given by a cross-platform financial media in
China and Hong Kong, it is selected by the ListCO award
organizing committee, Deloitte, Futu Securities, Yunfeng
Financial, and many professional equity analysts and fund
managers to acknowledge 29 excellent listed companies.
The winners are one of the indicators as reference for
investors.
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ERIN B B & @42 fR A IR /A B Shenzhou International Group Holdings Limited

Shenzhou International was awarded “2018 Golden Lion
Award: The Best Listed Company” by Sina Finance in
December 2018, a proof that the market recognizes
Shenzhou International. It is also a proof that Shenzhou
International has keep an original mind in the process of
stable development, bear the responsibility, and made
achievements in many aspects including investment
value, brand value, shareholders’ return and social
responsibility.

The below picture shows the trophy of “2018 Golden Lion
Award: The Best Listed Company” awarded to the Group
by Sina Finance in 2018:

The “Golden Lion Award” by Sina Finance is to
acknowledge the participants with excellent performance
and active contributions in Hong Kong stock market
in 2018. Nine listed companies from other businesses
awarded with the “Best Listed Company Award” included
China Mobile, Sinopec and China Railway Construction.



IRIG - HHERESHRS
Environmental, Social and Governance Report

RIE—N\FNB > RMNEIREE
(AE)PEFTES 2018FHEH
R ABIS00R EmAEIFMI 2018
EhEREEEE508I 22—
ORI —hF AEENEE
(AE)PEFESR 2019FHH
RIEEEE508 12 —-o

TEIZ(ME)FERBEAAEBRD
TE-N\FET2018FETEEE
BEEEL0RIMNER

2019F HEREEEF50RIEES
B E) PRS00 EER
Bl AEEM LUFEERTEM
MEERXAETE BABEY
EMEEER RS RE{TES
L HPVERERIENT > 51144
RoRB LUFBEEREE -ME
BEXMEHE BEGLL-ES
BERESESIEAEE RET
BEHEEBORSMS0RAHE -

EE > THE&REZE G505 57
EREBBEEUME—TED
BREZGEETREFESNA
BE  REAEHELEENX
RA-RAAEFNERNIRERE
EHELA D EREE

In August 2018, Shenzhou International was selected
as one of the “China’s 500 Largest Listed Companies
2018” and “China’s Top 50 Boards of Directors 2018”
by “Fortune China”. Furthermore, the Group was also
accredited as “China’s Top 50 Boards of Directors 2019”
by Fortune China in 2019.

The below picture shows the trophy of “China’s Top 50
Boards of Directors 2018” awarded to the Group by
“Fortune China” in 2018:

As usual, “China’s Top 50 Boards of Directors 2019”
continued to be selected from “Fortune China”
500 companies. Return on net assets and market
capitalization growth are the main criteria for the
selection. Companies in the preliminary round with both
indicators above the industry mean can proceed to the
next round, and there were a total of 144 companies this
year. The shortlisted companies will then be ranked on
various criteria, including return on net assets, market
capitalization growth, absolute value, proportion of
Independent Non-executive Director, composition and
quality of the Board, the top 50 companies with the
highest total score will be put on the list.

Meanwhile, the selection for the “China’s Top 50 Boards of
Directors” list is to allow the market and more enterprises
understand the high efficiency management model of the
Board, as well as a Board’s value in the enhancement of
production efficiency, survival and development of the company
and a good commercial system.
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4.3 Corporate Governance:

In 2015, Shenzhou International was recognised for its
corporate governance practices. It was named as one of
the 2015 Best Corporate Governance Awards for Listed
Companies by Ta Kung Pao, and was selected as one of the
Private Companies with the Largest Market Capitalization on
the Hong Kong Stocks Ranking, the Mainland Enterprises
Category in 2014-2015 (2014-20154F & R A P 1 2 40 A9
EBRTHTENRATERD) by “Yazhou Zhoukan”.

Furthermore, during 2016, Shenzhou International was
awarded “Enterprise Award” in 2016 DHL/SCMP Hong
Kong Business Awards 2016. This greatly encourages
Shenzhou International and proves that the community
is confident in the corporate governance of Shenzhou
International. Therefore, the Group will continue its
efforts to raise the level of corporate governance, so as
to meet the rising international standards of corporate
governance.

Below is the Group’s trophy of “Enterprise Award”
awarded by DHL/SCMP Hong Kong Business Awards in
2016:

Shenzhou International was awarded “The Hong Kong
Corporate Governance Excellence Awards 2018: Award
for Sustainability Excellence” by The Chamber of Hong
Kong Listed Companies in December 2018; a proof of
the Company’s excellence in many aspects, especially in
Board diversity, the active participation of Independent
Non-executive Directors, persistence on optimizing risk
management and internal monitoring and control, as well
as the excellence in deepening corporate governance
culture internally and externally.
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The below picture shows the trophy of “The Hong Kong
Corporate Governance Excellence Awards 2018: Award
for Sustainability Excellence” awarded to the Group by
The Chamber of Hong Kong Listed Companies in 2018:

“The Hong Kong Corporate Governance Excellence
Awards” was an annual award organized by The Chamber
of Hong Kong Listed Companies and the Centre for
Corporate Governance and Financial Play of the Baptist
University since 2007. “The Hong Kong Corporate
Governance Excellence Awards” aims at promoting the
highest standards in corporate governance in Hong Kong,
business morality and Board leadership; acknowledging
companies with excellent management; promoting for
best practices and results, so as to promote the strong
development in company governance culture. “The Hong
Kong Corporate Governance Excellence Awards” is to
acknowledge and recommend the excellent performance
of listed companies in terms of shareholders’ rights,
compliance, integrity, fairness, responsibility, reliability,
transparency, Board independence and leadership, and
social responsibility.
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4.4 Other Honors

The Group has been shortlisted as one of the “China
Top 500 Private Enterprises” and “China Top 500 Private
Manufacturing Enterprises” by the All-China Federation of
Industry and Commerce for many consecutive years. In
2020, the Group ranked 448th among the “China Top 500
Private Enterprises” and 262nd among the “China Top
500 Private Manufacturing Enterprises”.

The below pictures show the “China Top 500 Private
Manufacturing Enterprises” and “China Top 500 Private
Enterprises” certificates:

Ningbo Shenzhou Knitting Co., Ltd., a subsidiary of the
Group, won the “2020-2022 Ningbo Enterprise with
Foreign Trade Strength and Efficiency” award plaque
issued by the Ningbo Municipal Government, and also
won the “Leading Unit in Employment Capacity in
Ningbo City” award plaque issued by the Ningbo City
Employment Steer Working Group.
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The below pictures show the award plaques of “2020-
2022 Ningbo Enterprise with Foreign Trade Strength and
Efficiency” and “Leading Unit in Employment Capacity in
Ningbo City”:

In 2020, Shenzhou Knitting (Anhui) Co., Ltd., a subsidiary
of the Group, was shortlisted into the “2020 Top 100
Anhui Enterprises”, ranking 58th in the 16th Top 100
Anhui Enterprises list at the 2020 Top 100 Anhui
Enterprises Summit.

The “2020 Top 100 Anhui Enterprises” certificate is as
follows:
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During the year, the subsidiary of the Group, Marvel
Garment Co. Ltd. was awarded the “Certificate of Tax
Compliance (Gold)” by Cambodia taxation department,
which is effective from 2020 to 2021. The below picture is
the “Certificate of Tax Compliance”:



