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ABOUT THIS REPORT

Overview

This report is the second environmental, social and governance (“ESG”) report issued by Morris Holdings Limited (the
“Company”). Unless otherwise stated, this report should be read in conjunction with the Corporate Governance Report on
pages 34 to 49 of the 2017 Annual Report of the Company. This report will be published on the website of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) and on the Company’s website.

Basis of Preparation

This report has been prepared in accordance with the “Environmental, Social and Governance Reporting Guide” (the “ESG
Guide”) as set out in Appendix 27 under the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”).

Scope and extent of the Report

The data and information as referred to in this report are derived from different files, questionnaires, records, statistics and
research of the Company and this report covers the period from 1 January 2017 to 31 December 2017 (the “Reporting
Period”), same as the financial year of the 2017 Annual Report of the Company.

The policy document, declaration and data set out in this report cover the Company and its subsidiaries (collectively, the
“Group”).

Contact Information

If you have any query or feedback about this report and its contents, please contact us at:
° Address: Unit 6707, 67/F, The Center, 99 Queen’s Road Central, Hong Kong

° Telephone: + 852 2106 3288

o Fax: + 8562 2511 1613

° Email: investors@morrisholdings.com.hk

° Official Website: http://www.morrisholdings.com.hk

Information About the Company

Being one of the top three upholstered sofa manufacturers in People’s Republic of China (“PRC”), the Company is engaged
in the design, manufacturing and sales of a wide range of sofas, sofa covers and other furniture products through integrated
business model. Since its establishment, the Company has been focusing on the manufacturing of high quality sofas and
sofa covers. With clear and far-sighted business position and strategic plans, the Company strives to become a leader
among the international integrated furniture manufacturers. Currently, the sofas and sofa covers produced by the Company
are mainly sold to overseas markets such as the United States of America (“‘US”), while other furniture products are sold in
the PRC through our own direct sale stores.

The Company’s Core Value/Vision of Corporate Responsibility

Adhering to its vision of sustainability, the Company is committed to generating maximum value for our shareholders as well
as balancing interests from the environment, society and other aspects to promote harmony and prosperity for different
kinds of stakeholders.
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Disclosure of Environmental and Social Performance in accordance with requirements of
International Finance Corporation

On 5 January 2018, the Company entered into a convertible loan agreement (the “Convertible Loan Agreement”) with
International Finance Corporation (the “IFC”), pursuant to which IFC agreed to lend, and the Company agreed to borrow, a
convertible loan (the “Convertible Loan”). As one of the conditions of disbursement of the Convertible Loan, the Company
and IFC have entered into a policy agreement, pursuant to which the Company will give certain covenants and undertakings
to IFC in respect of implementation of an action plan concerning specific social and environmental measures to be
undertaken by the Group and periodic review of the form of an annual monitoring report (“AMR”) in relation to specific social,
environmental and developmental impact information in respect of the existing and future operations, activities and facilities
of the Group in the Cayman Islands, Cambodia, PRC, Hong Kong and the British Virgin Islands. Accordingly, the
environmental and social (“E&S”) performance in relation to the facilities and operation in China (“Morris China”) and the
facilities in Cambodia (“Morris Cambodia”) which are under installation of machinery and equipment and have not
commenced business will also be disclosed in section 5 of this report to fulfill the requirements of IFC.

Identification and Communication with Stakeholders

The Company endeavors to become an excellent enterprise which is satisfied by shareholders, admired by employees and
recognized by society and tries to facilitate harmonious development among stakeholders including shareholders and
investors, the staff, suppliers, customers and the government. While providing different channels of communication for
stakeholders, the Company aims to give effective response and feedback to any important concerns of the stakeholders on
an active and timely basis. By fully protecting the legal rights of the stakeholders, the Company is able to establish a long
term relationship with them, which together help promote harmony and prosperity among different stakeholders.

By making reference to the information about sustainable development disclosed by the peer companies, the Company has
defined the key issues in respect of environment and social responsibilities to be mentioned in this report and, based on
those issues, commenced relevant works regarding environment and social responsibilities since 2016. During the year
2017, the Company organized various activities and meetings to collect comments and feedbacks from stakeholders
regarding the Company’s performance and approach on environmental, social and governance aspects so as to optimize
the Company’s environmental, social and governance management. Looking forward to 2018, the Company will continue to
assess the key concerns of the stakeholders and aim to materialize its operational objectives and strategic plans in order to
achieve sustainable development.
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Stakeholder

Shareholders/
Investors

Staff

Suppliers

Customers

Government/
Community

Key Concerns of Stakeholders and the Corresponding Responses

Key Concerns

Sustainable and stable return on
investment

Timely information disclosure

Operation of enterprise in
compliance with relevant laws
and regulations

Trainings and career path
Remuneration and benefits

Health and safety in working
environment

Standard supplier management
and operation flow

Timely performance of contractual
obligations

Company reputation

Sound customer service
procedures

Comprehensive information
sharing mechanism

Stable and safe supply of products
Timely response to requests
Legal operation of company

Contribution to community
development

Major Ways of Communication

General information disclosure of
listed company

General meeting

Conference calls/meetings

Media communication mechanism
Press release

Enquiries via telephone/email/
website

Investors’ on-site visit

Direct communication
Performance assessment
Staff recreational activities
Staff meeting

Safety management
Execution of orders/contracts
Direct communication
Supplier management system

Information of suppliers

Daily communication

After sale services

Survey on customer satisfaction
Customer information

Company visit/drop-by

Government meetings, visit and
guidance

Government projects

Social services

Response and Feedback

Issue of notice of annual general
meeting and the resolutions as
required by the Listing Rules

Timely disclosure of company
information

Issue of announcements and
regular reports as required by the
Listing Rules

Providing healthy and safe working
environment

Setting up fair promotion system

Organizing staff activities

Performance of contractual
obligations

Maintaining long-term cooperation
with suppliers

Timely payment

Ensuring quality and safety of raw
materials

Comprehensive information of
suppliers

Enhancing quality management

Performance of contractual
obligations

Offering marketing support to
customers

Full communication

Strict compliance of laws and
regulations

Enhancing safety management

Active undertaking of social
responsibilities
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EMPLOYMENT AND LABOUR PRACTICES

Staff is a cornerstone for sustainable development of enterprises, and the Company believes talent is one of its most
valuable assets. Upholding such philosophy, the Company continues to improve the human resources management
system and talent development mechanism, through which, staff can enjoy diversified career paths and their potentials
can be further explored, thereby helping them realize work values and personal achievement values.

Employment

Recruitments are carried out strictly according to the Company’s policies and systems. Opportunities are given to
employees with different backgrounds and characteristics so as to build a diversified work force. The “Staff Handbook”
( (EIFH) ) formulated by the Company also sets out requirements in relation to trainings, appraisals, deployments
and promotions of staff. Through optimization of manpower deployment, a platform with a wide variety of opportunities
is created for staff to fully explore their talents and also for the Company to create a harmonious and stable
development environment. As at 31 December 2017, the aggregate number of staff of the Company was 2,052 (2016:
1,996), with a balanced proportion between men and women, which accounted for 63.3% (2016: 59.4%) and 36.7%
(2016: 40.6%) respectively. During the Reporting Period, the staff turnover rate of the Group was 17.4% (2016:
11.9%).

In order to ensure continuous compliance with the international labour standards and applicable labour regulations, the
Company has developed a “Social Responsibility Management System” ({1t & & £ & 12 82 %)) as a manual for the
Company to fuffill its social responsibilities, maintain good labour relations, improve working conditions and constantly
enhance wages and benefits for staff in China, Hong Kong and the United States. The manual applies to all Company’s
activities in respect of social responsibilities, which include various aspects of staff caring policies, such as prohibition
of child labour to protect under-aged workers, prohibition of forced labour, discrimination and improper punitive
measures, policies regarding working and rest time, remunerations and benefits. The Company delegates to the senior
management to take charge of the management of social responsibilities and regularly arranges internal audit and
management reviews to ensure that the Company’s business activities are in line with the international labour
standards and applicable labor regulations in China, Hong Kong and the United States.

The Company strictly complies with the nation’s relevant employment laws and regulations, including the “Labour Law”
(K& Ehi%)), the “Employment Contract Law” ({# 814 [F)%)), the “Employment Promotion Law” ({3 (23#E)%)), the
“Labour Dispute Mediation and Arbitration Law” ({5 8) 5 F £ %% ) and other labour laws and regulations of the
local governments of the PRC, and the “Employment Ordinance”, Cap 57 of the Laws of Hong Kong ({{B IR 1&5IX&F
75 %1% 57 &) and other labour laws and regulations of Hong Kong and the United States. The Company does not
allow any form of discrimination, and provides equal and fair employment opportunities and working environment to all
job applicants and staff. During the Reporting Period, the Company did not receive any complaint of any form of
discrimination (2016: nil).

Staff can enjoy statutory social insurances and various legal benefits as well as statutory holidays such as annual leave,
casual leave, sick leave, marriage leave and maternity leave, etc., in accordance with the “Tentative Provisions on
Payment of Wages” (( TE X E 1T/ E ), “Regulations on the Administration of Housing Fund” (({ B AT & & &
1)) and “Regulation on the Annual Leave” ({8 T %5 % F R B 1&51)). The Company also provides retirement protection
for Hong Kong staff in accordance with the “Mandatory Provident Fund Schemes” ({38 %14+ A &4 51£1)) and provides
necessary retirement benefits for the staff in the United States. In addition, according to the “Staff Handbook” of the
Company, staff can also enjoy benefits such as accommodation, meal subsidy and performance-related bonus.
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Employment Indicators

Staff by Gender Staff by Age
Below 30
2017
30-39
40-49

2016

50 and above

0% 50% 100% 0 500 1,000
m 2017 m 2016
= Male = Female
Management members by Gender Departure Ratio of Staff

2017

2016

0% 50% 100% 0% 50% 100%

= Male = Female m Departed Staff = Current Staff

Staff by category Turnover rate by gender

201 2017 Male RIS 309 (19.2%)
2017 (9é 29%) [ I R R
i 2016 Male Rl el ) 172 (12.7%)

2017 Female [LNERED), 122 (13.9%)

2016 —————
2016 Female EIRNEERAS) 98 (10.8%)

0% 20% 40% 60% 80% 100% O 2R e BDRe ERe LD
m General staff = Managerial staff m Current staff = Departed staff
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Employment Indicators

Staff by geographic region Turnover rate by geographic region

2017 China 2.028 (82.5%

12 (0.6%) 2016 China 1984 (88.0% 270 (12 OZ;
o SO0 1206w I A
- 0
I N R R . ] ————— Lo a —L

2016 Hong Kong
6 (0.3%)

[}
2016 1,984 (99.4%) 6 (0.3%) 2017 United States

6 I oo% 0 iii
2016 United States 6 (100% 0 (0%
0% 20% 40% 60% 80% 100%

0% 20% 40% 60% 80% 100%

. . m Current staff m Departed staff
m China m Hong Kong m United States

Turnover rate by age group
)

2017 Below 30 650 (77.3% 191 (22.7%)
I S
2016 Below 30 821 (91.8%) 73 (8.2%)

2017 30-39 108 (14.1%)
e O
2016 30-39 90 (12.6%)

2017 40-49 (85.7%) 76 (14.3%)
— —
2016 40-49 (86.3%) 64 (13.7%)

2017 50 and above 285 (83.6%) 56 (16.4%)
_—__
2016 50 and above 145 (77.1%) 43 (22.9%)

0% 20% 40% 60% 80% 100%

m Current staff m Departed staff

During the Reporting Period, Morris Cambodia has not commenced business and has no employee. All the employment
indicators above refer to the Company’s operations in China, Hong Kong and the United States.

1.2 Health and Safety

As a listed company specializing in sofa manufacturing, the occupational health and safety (“OHS”) of our staff have
always been the key focus of the Company. In terms of the health of staff, the Company strictly abides by the relevant
laws and regulations such as the “Labour Law” ({5 )% )), the “Occupational Health and Safety Management System”
(B ERFEL 2 EIEE X)), the “Measures for the Ascertainment of Work-related Injuries” ({ T{5325E ##5%)) and the
“Regulation on Work-related Injury Insurances” ({ TE Rk & 1)) of the PRC and other relevant laws and regulations
in Hong Kong and the United States, and is committed to providing healthy, safe and hygienic working and living
conditions for staff. Concerning production safety, the Company has formulated the “Contingency Plans for Production
Safety Accidents” based on the applicable laws, such as the “Work Safety Law of the PRC” (P #E AR X FEHZ 24
%)), the “Regulation on the Reporting, Investigation and Handling of Work Safety Accidents” ({4 E % 2 B H RS
ML IR EH)), the “Safety Production Regulations of Zhejiang Province” (L& & 2 £ E1561)), the “Guidelines
for Enterprises to Develop Emergency Response Plan for Work Place Accidents” ({ £ EK S B 24 E BN ESTE
Z 4R H1%E 81)) and the “Classification for Casualty Accidents of Enterprise Staff and Workers” (1> %8 TS T-FH 5
¥8)) and other applicable laws and regulations in Hong Kong and the United States, to enhance its capability to cope
with, and prevent occurrence of, any incident relating to production safety, thereby minimizing casualties and damages
caused by accident.
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In addition, the Company has implemented a series of health management measures to provide a safe working
environment for our staff and protect them from occupational hazards:

° The human resources department of the Company is responsible for formulating and promoting the safety and
health procedures and systems. It regularly reviews the safety and hygiene condition of the Group and provides
trainings in this regard so as to ensure the Group’s compliance with local safety and health regulations and to
protect the health and safety of our staff.

o With the health of our staff being our main concern, the Company arranges body check for our staff each year.
Meanwhile, the Company also purchases medical insurance for our staff. Under the insurance policy, our staff
can claim their medical expenses with the insurance company.

o In order to strengthen the supervision and control of the operational activities of the Company which involve
significant risks, to ensure that the activities are carried out in accordance with the Company’s policies, objectives
and standards, and to avoid accidents as well as to achieve continuous improvement on OHS, the Company has
set out the detailed “Safety and Health Control Procedure” ( { Z 2 BEE 42 HF2F) ) in the “Social
Responsibility Management System” ( (it @ EEEEEEZ ) ). The procedure strictly requires the Company to
perform proper supervision and control on the operational activities in relation to safety and health, and
implement all the contingency measures addressing the potential health and safety risks, so as to provide a safe
and healthy working environment for the staffs to the greatest extent.

During the Reporting Period, there was no work-related fatal incident (2016: nil). Details of minor non-fatal injuries in
Morris China during the Reporting Period were as follows:

Company or Corrective
contractor Total measures to prevent
employee? workdays lost Description of injury Cause of accident reoccurrence
65 Company 46 workdays Mainly cuts and hurts No specific cause, Enhance health

employees (2016: only incur in the ordinary and safety training to staff
(2016: 65 workdays) manufacturing process

65 Company

employees)
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1.3

Fatalities and vehicle accidents
There was no fatality and vehicle accident during the Reporting Period (2016: nil).

Significant OHS Incidents
There was no significant OHS incident during the Reporting Period (2016: nil).

During the Reporting Period, there were no new initiatives implemented in relation to community health and safety. The
Company established measures to ensure infrastructure and equipment safety, explosion minimization and control and
minimize gas leakage in factories in both China and Cambodia. In addition, the Company conducted 2 fire drills in
2017 to enhance the awareness of safety and emergency response management.

Development and Training

A well-developed training system not only can help the staff improve their overall ability and enhance their professional
skills, but is also an essential way for enterprises to strengthen their core competitiveness. Currently, the staff
development and training program set up by the Company mainly includes the following two categories:

¢  Induction Training

Induction trainings will be provided to all new staff when they join the Group to enable them to understand our
culture, principles, disciplines and rules and regulations etc., and to more quickly adapt to their new positions.
Based on the specific duties of the relevant position, the Company will provide trainings on the basic knowledge
and professional skills, program planning, work attitude and courteous communication for new staff.

e  On-the-job Training
With regard to our business needs, the Company organizes internal and external training programs from time to
time for our staff to gain a better understanding of the Company’s business and to keep them abreast of the
latest knowledge and skills thereby increasing their job performance. The Company also arranges additional
safety training for staff in specific positions, for example, staff dealing with special operations are required to
undergo statutory training and obtain relevant operation permits.

In 2017, trainings were provided to a total of 487 new staff and to a total of 224 senior workers.

Body checks
provided to staff.
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Percentage of employees trained

By gender 2017 2016
Male 42% 50%
Female 22% 28%
By category 2017 2016
Managerial staff 100% 100%
General staff 35% 41%

Average training hours per staff

By gender 2017 2016
Male 9.0 6.7
Female 25 6.3
By category 2017 2016
Managerial staff 10.0 10.0
General staff 7.0 6.3

In order to ensure smooth proceeding of various training programs, the Company has established clear requirements
on staff development and training in the “Staff Training Procedure” ( { & T#53I#2%) ) under the “Social Responsibility
Management System” ( (i 2 FEEEILEEX) ). Under which, a comprehensive staff training management system has
been built, which helps enhance the efficiency and effectiveness of the training. After setting out the training
requirements for the staff, our human resources department will formulate and implement an annual training plan at the
beginning of each year, and ensure that the training programs are put in place. This can effectively encourage our
communication with, and feedback from, staff members, which in turn improves their integrated capabilities and
professional skills levels.

Various trainings
provided to staff.

Environmental, Social and Governance Report 2017 9
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Labor standards
The Company prohibits the employment of child labor and forced labor under the Company’s “Social Responsibility

Management System” ( (2 FEEEEFEX) ) and has established stringent punitive measures. We also oversee
employment related information on a regular basis to assure no employment of any child labor or forced labor.
Recruitment and employment of the Company are carried out in strict compliance with relevant national and local
regulations, which include the Labor Law ( {4 &)%) ), the Protection of Minors ( { REKEF ARZEEL) ) and the
Prohibition of Using Child Labor ( {Z£ F#AZE TR E) ) of the PRC and the “Employment Ordinance”, Cap 57 of the
Laws of Hong Kong ( ({B1E155!) (T A(I5E57%)) and other labour laws and regulations of Hong Kong and the

United States.

OPERATIONAL PRACTICES

Supply Chain Management

As one of the leading manufacturers of sofas and sofa covers in the PRC, the Company acknowledges the importance
of supply chain management to its daily manufacturing operations. Our key suppliers mainly provide raw materials and
production equipment such as multilayer board, foam, metallic stand, electrical machinery, sofa fabric and sofa leather.
When selecting suppliers, in addition to reviewing their qualification certificates, the Company also conducts integrated
reviews on several aspects, namely their production capacities, product quality, production environments and staff
capabilities, to ensure the quality of raw materials. On the basis of strictly enforcing the purchase control procedure
under the selection criteria of suppliers set out in “Purchase Control Procedures” ( {EEEIZHIF2FF) ), the Company
will take into account of the environmental and social risk factors; for example, the solid wood suppliers shall obtain
tree cutting licenses and the sofa leather suppliers shall have certificates of animal welfare. The Company strives to
maintain long-lasting relationships with each supplier. Once suppliers are selected under the “Purchase Control
Procedure”, the Company will arrange a dedicated department to carry out strict review and control on some aspects
of the supplier such as price and quality. Suppliers who fail to comply with the requirements of the Company will be
removed from our supplier list. Currently, all 111 suppliers (2016: 164 suppliers) of the Company are situated in the
Mainland China, 105 (2016: 158) of which are situated in Eastern China. The Company reviewed suppliers’
performance during the Reporting Period and 111 suppliers with good quality were screened and remained in our
supplier list.

The Company also places great emphasis on the protection of the suppliers’ privacy and information security. Under
the “Purchase Control Procedure”, the Company archives the information of suppliers in a timely manner to protect the
privacy and security of suppliers and prevent leakage of their information. Furthermore, the Company allows well-
positioned suppliers to make paperless electronic order to reduce the use of paper, enabling best conservation on
resources and protection on social environment.

MORRIS HOLDINGS LIMITED
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2.2 Product Responsibility

Based on its principle of “Quality Products, Quality Life”, the Company has established a robust product management
system under the “Product and Service Quality Control Procedure” ( € & M RIS B HIF2 ) ), and uses our best
endeavor to accommodate the customers’ requirements for products and services. The Company also actively works
with regulatory authorities on various inspections to ensure full compliance with relevant regulations in terms of
production, products and services. For the sofas and sofa covers produced by our Company, we are in compliance
with the laws and regulations of the PRC, including the Product Quality Law of the PRC ( (P ZEARKMBEERE 2
%) ), the Trademark Law of the PRC ( (/R #E A RFEMBEREIZE) ), the Advertisement Law of the PRC ( (R #E AR
MEEEE) ), the Patent Law of the PRC ( {FP#EEARLFIEEF|E) ), and the Foreign Trade Law of the PRC (
#E AR KFBILINE F)E) ), ete.

In respect of production, the Company has set up a specialized quality control department and arranged dedicated
examiners to conduct rigorous monitoring of every production stage, from procurement of raw materials to semi-
finished products and finished products, so as to ensure the quality of the products. Moreover, the Company has
specifically established the “Product Identification, Quality Tracing and Product Recall Control Procedure” ( {E miZ
& MEBMAESBEIZEHIFZF) ), under which, an effective product tracing system has been formulated to enable
retrieval of detailed information about the responsible production workers of our products and the relevant batch of raw
materials and thus prevents the potential threat that any defective product may cause to our customers and/or their
properties. The system also ensures successful recall and effective disposal of unqualified products.

In terms of customer services, the Company established the all-rounded “Customer Complaints Handling and Control
Procedure” ( { BPILFFBRIEIZEH|FEFF) ) to deal with customer complaints and product return matters, so as to fuffill
customers’ requirements on product quality and services, and enable communication with customers and problem
handling in a timely and effective manner. In the meantime, by addressing the specific information obtained from
customer complaints, the Company constantly refines its internal management and customer service model, and
endeavors to provide customers with quality products and services. The Company is one of the largest manufacturers
which export sofas and sofa covers to the US, and the products produced and exported meet the requirements under
the formaldehyde emission standards and the fireproofing standards for production materials in the US.

The Company has registered 27 trademarks (2016: 10 trademarks) and 25 patents (2016: 25 patents) in accordance
with the requirements of laws and regulations including the Patent Law of the PRC ( { F#E AR EFBEHFE) ), and
its implementation rules ( {FZEAREMBEFEEEME) ), the Anti-Unfair Competition Law of the People’s
Republic of China ( (REARKEMBE X TIEE S E) and the Trademark Law of the PRC ( (R #E A R EX MBI EIZ
&) ). It has also registered 2 trademarks and 5 trademarks (2016: 1 trademark and 5 trademarks) in accordance with
the legal requirements of the US and Hong Kong respectively. Meanwhile, the Company continues to strengthen the
promotion of products and the labelling of the products in order to provide high-quality sofas and establish a good
corporate brand image.

Customer Data Protection and Privacy Policies

The Company understands that data privacy is a significant concern for customers and implemented strict control in
protection of customer data and privacy to gain the trust from our customers and stakeholders. The Company requires
all employees to keep all internal information such as consumer data and employee data confidential. Only specific
personnel appointed by the Company are authorised to access or manage confidential information. In case of any
information leakage is noticed, the Company will set up an investigation to ascertain the source of leakage to prevent
any further leakage of information.

During the Reporting Period, the Company had not recalled any product due to quality issues and had not received
any significant complaint against the Company (2016: nil).

Environmental, Social and Governance Report 2017 11
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2.3 Anti-corruption

The Company is continuously optimizing its internal guidelines and code of conduct in respect of anti-corruption,
aiming at cultivating a culture of high integrity, and incorporating anti-corruption mechanism into enterprise
management system. Currently, the Company has specifically set up the measures to prevent commercial bribery in
form of “Anti-commercial Bribery Undertaking” ( { % BEE&#FEE ) ) in strict accordance with the relevant laws and
regulations, namely the “Criminal Law” ( {ffl;%) ), the “Judicial Interpretation of Criminal Law ” ( (L RERRIE) ),
the “Criminal Procedure Law” ( (I &FEA%E) ), the “Judicial Interpretation of Criminal Procedure Law” ( {JHIZE&FFAYE
RIVAEEIE) ), the “Interpretation of Several Issues Concerning the Application of Law in the Criminal Cases of
Corruption and Bribery” ( R IHEE) S ERFERAEZE THRENAERE) ) and the “Anti-Money Laundering
Law” ( {JE85%) ), to ensure independent operation of all departments of the Company without administrative
interruption from any relations and department heads, and fair judgement of the staff free from any concern of
economic benefit.

The Company will constantly keep itself updated with the regulations in relation to the prevention of commercial
bribery. It will also enhance education to all staff of the Company in this regard in order to forbid different kinds of
commercial bribery behaviours. On 1 August 2017, the Company invited a legal expert to present a seminar to staff.
Through legal studies and case analysis, an ethical idea of anti-corruption has been cultivated among the participants,
which in turn helps achieve the aim of crime prevention.

The Company has engaged quality supervisor to conduct tracing, supervision and examination of the implementation
of the measures to prevent commercial bribery, to identify, understand any sign of bribery and to take preventive
measures on a timely basis, to study and formulate strategies and measures against commercial bribery and to ensure
implementation of anti-corruption measures across all departments and hierarchies.

A whistleblowing system and a reporting hotline have been set up by the Company to encourage report of different
kinds of corruption by our staff and business partners. Any issue in relation to violation of rules and regulations will be
curbed, handled and reported, while the suspect will be transferred to the competent judiciary authorities for further
action.

During the Reporting Period, the Company had not received any report of corruption, threat, fraud and money laundry
and there were no legal cases regarding corrupt practices brought against the Group or its employees (2016: nil).

MORRIS HOLDINGS LIMITED
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3. COMMUNITY INVESTMENT

Community benefit is one of the important considerations of the Company in regard to its business operation. Based
upon the implementation of its established “Social Responsibility Management System” ( ((Ht & EEEIREEXK) ), the
Company plays an active role in various kinds of community activities, demonstrating its core value of serving,
assimilating into, and taking part in, the community, and its dedication to make contributions to the community.

Social Service Campaign

While maintaining its daily operation, the Company has actively contributed to the society, devoted itself to various
service campaigns, and made best efforts to help promote community development, aiming at achieving prosperity on
the whole. On 30 July 2017, some staff of the Company took part in a health publicity and joined in a cleanup activity
for Biyun community in Haining, China.

Cleanup activity
in Haining, China

Staff Activities

Being a sofa manufacturer, the Company has a diversified workforce. While respecting and protecting the interests of
each staff, the Company is devoted to establishing an ideal working environment and a harmonious working
atmosphere. By launching corporate cultural activities such as caring and greeting activities, travelling trips, sports
event and career development and trainings for all the staff, we have shown our care to our staff through a wide variety
of activities. In addition to fully understanding the needs of our labor, we train up our staff in terms of their willpower
and teamwork spirit through different team activities, so as to enhance the overall quality of our staff.

Environmental, Social and Governance Report 2017 13
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During 2017, our staff has carried out the following major activities:

° Caring and greeting activities: Honoring the elderly is a traditional virtue of the Chinese people. The Company
assigned a dedicated team to express greetings to those elder staff to show our care and warm concern as well
as to build a harmonious corporate culture. On 27 October 2017, a team of volunteers comprising of our staff
and members of unions visited the Company’s elder staff and delivered gifts and season’s greetings.

° Corporate retreats: In order to let our staff have a relaxing holiday albeit busy life, the Company organizes
corporate retreats trips for staff each year, with an aim to enhance the cohesiveness and friendship between
different teams of the Company. On 4 June 2017 and 3 September 2017, outstanding staff of the Company
travelled to Siming mountain and Beijing respectively to enhance patriotism and achieve a work-life balance.

o Leisure activities: To build a living philosophy of “healthy, civilized, green, environmental-friendly” and to enrich
the leisure life of employees, the Company participated in a fitness stroll activity named “Walking in the sun of
early summer” (fTE/EVE AR5 4E) on 6 May 2017. In addition, in order to enhance teamwork spirit among our
employees and improve their physical fitness, the Company organizes sports events and outdoor trainings for
employees every year to promote the spirit of perseverance and hard work through competitions.

o Other activities: To enable staff to fully capitalize on their individual capabilities and demonstrate the talents of the
Company, the Company organizes a wide variety of activities for staff to show their personal charisma and realize
their value. For example, the “Selection of Morris craftsmen” (‘32 T [F"i&48) was held during March to May
2017 and the “Competition of Upholstery Skill” (1357 T+ 4ELL ) was held on 28 December 2017.
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Voluntary Services

The Company has proactively participated in voluntary services in the community and, in 2017, it has participated in
the following voluntary services:

o On 8 July 2017 and 4 November 2017, some volunteers from the Company participated in the activity called “Civil
walking for Haining” ( (8% B —#E7E) ), so as to provide cleaning services and promote civilized behavior in
the city.

° On 16 September 2017, a number of volunteers from the Company carried out an activity to promote civilized
behaviour, which involved encouraging people to act in a civilized way by strictly following the traffic signboards,
aiming at preventing any potential safety threats against themselves and others.

o During 2017, a number of volunteers from the Company provided support to Haining Library to promote reading
culture in Haining, China.

Voluntary
services
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4. ENVIRONMENT

In the operation of the Company’s business, it has formulated a set of policies to enhance the efficiency of energy and
resources utilization, and to achieve the objectives of environmental protection and sustainable development. In the
course of its operation, the Company has strictly complied with the Environmental Protection Law of the PRC ({# = A
RHEFBEIRIBIREL)), the Water Pollution Prevention and Control Law of the PRC ((FR 2 A R HEFBI/KSS28E)),
the Atmospheric Pollution Prevention and Control Law of the PRC ({FrE A R A B KRS 2F5787%)), the Law of
the PRC on Prevention and Control of Pollution From Environmental Noise (7 A R L FER 5518 82 55 [ a8 ),
and other relevant environmental protection laws and regulations. In addition, the Company has been dedicated to
fulfill its commitments in environmental protection in accordance with relevant policies and requirements.

4.1 Emissions

As the Company is principally engaged in the manufacture of sofas and sofa covers and purchase the necessary raw
materials from third party suppliers, no substantial emissions are produced from direct burning or usage of any gas fuel
and no material hazardous waste is produced in the course of manufacture. During the year of 2017, in respect of the
uncontrolled exhaust gas, waste water and noise arising from operation, the Company has complied with all the
national standards such as the Integrated Emission Standard of Air Pollutants ({ X 555 2 ¥ 47 & HE UZ %)), the
Integrated Wastewater Discharge Standard ((J57K4R & BERUIZZE)) and the Emission Standard for Industrial Enterprises
Noise at Boundary (¢ T/Hi{> 2 MR IRIE R EHEHUZ2)) and did not exert material impacts on the environment. The
current emission of the Company is mainly automobile exhaust generated by its self-owned vehicles and hence the air
emission is insignificant.

No substantial direct emission of greenhouse gas is generated from the Company’s business activities. The
greenhouse gas is mainly discharged from our self-owned vehicles and indirect resources consumed during its daily
operation, such as electricity, waste water and paper. Greenhouse gases emissions associated with electricity
purchase was approximately 5.2 tonnes (CO2 equivalent emissions) (2016: 4.5 tonnes) during the Reporting Period.
Indirect emissions other than electricity were minimal.

Greenhouse gases emission 2017 2016
Total Greenhouse gases emission (tonnes) 5.2 4.5
Total Greenhouse gases emission per employee (tonnes per employee) 0.0025 0.0023

Direct emissions (tonnes) - _

Indirect emissions (tonnes) 5.2 4.5
Quantity of purchased Electricity (kWh) 8,200.3 7,118.9
Emission factor (kg/kWh) 0.63 0.68

The Company has exercised strict control over the waste discharge during its daily operation and continuously
improved its environmental monitoring capability. The wastewater produced during the production process is mainly
the domestic wastewater from the daily activities of employees. As to the wastewater treatment, all the wastewater
discharged by the Company has been processed by a localized public wastewater treatment plant, by which a total of
approximately 98,499 m? (2016: 77,175 md) of wastewater was processed throughout 2017. The Company does not
generate much waste paper and household garbage during its operation, all of which will be collected and disposed by
cleaning personnel and afterwards, will be processed by the Environmental and Sanitary Administrative Department of
Haining City (8= mIRE B EFT). Such arrangement will not cause material impact on the environment. The solid
wastes such as leftover woods, fabrics and leather, etc. will be recycled and reused by the Company with an aim to
save material consumption costs and enhance the resources efficiency. The quantity of non-hazardous waste of the
Company representing leftover woods fabrics and leather for the Reporting Period is approximately 1,000 tonnes
(2016: 1,000 tonnes) and the said waste did not exert any significant impact on the environment. Besides, a dust
treatment equipment has been installed for use in the manufacturing and cutting procedures, which can effectively
reduce dust concentration in the air and the waste air emission, thereby improving the working environment and
safeguarding the employees’ health.
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4.2 Use of resources

The Company has adopted proactive measures in reducing the energy and resources consumption and vigorously
promoting the philosophy of energy-saving and emission-reducing. The Company has specifically formulated a Policy
of Energy Statistic Management, aiming to conduct research and statistical works in respect of its energy consumption
in a scientific way and ensure a reasonable usage of its resources. During the year of 2017, the major energy
consumption of the Company is as follows:

Energy Consumption Total Consumption in 2017 Total Consumption in 2016

Total electricity ‘000 KWh 8,200.3 7,118.9
consumption (excluding
the solar power panels)

Electricity consumption per ’000 KWh/per person 4.0 3.6
capita
Consumption of non- L 109,110.4* 95,186.4*
renewable fuels
Consumption per capita [/per person 53.2* 47.7*
Total water consumption m’ 98,499.0 77,175.0
Water consumption per m®/per person 48.0 40.6
capita

* The company’s non-renewable fuel is mainly gasoline and diesel.

During the year of 2017, in order to achieve reasonable utilization of resources and energy, the Company used the
solar panels and installed the LED lights. The Company’s motor vehicles had been regularly repaired and the drivers
were encouraged to turn off the car engines during parking. By analyzing and monitoring the statistics, the energy
usage efficiency will be enhanced. As our water resource is provided by water supply companies, the Company has
not encountered any water sourcing problem. By posting water-saving signs, employees are encouraged to save water
resources. The Company also designated the employee to check the water pipes and faucets regularly in order to
reduce the waste caused by water leaks.

The Company mainly uses paper boxes, plastic bags and sponge scraps as packaging materials for its products. The
amount of various types of packaging materials used in 2017 was approximately 2,900 tons (2016: 2,000 tons) in total
and approximately 4.5 kg (2016: 4 kg) packaging materials were used per sofa and approximately 0.5 kg (2016: 0.5
kg) packaging materials were used per sofa cover. The Company used the packaging materials reasonably and
effectively to minimize its impact on the environment.
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4.3 Environment and natural resources

The Company and its subsidiaries are adhering to the principles of environmental protection and conservation of the
natural resources during its ordinary operation, to ensure the environment and natural resources would not be
materially impacted by its sofa manufacture activities. During its decision-making process, the Company also takes the
potential influences on the environment and natural resources into consideration, and constantly improves its
environmental protection management system, so as to reduce the possible threats arising from its business activities
on the environment and natural resources. During the year of 2017, the Company has further installed distributed solar
power panels on the roof which accounted for more than 45% (2016: 30%) of the total power consumption of the
Company and LED lights which saved about 1056 kilowatt hour (2016: 955 kilowatt hour) of power consumption. In
addition, the Company proactively implemented the paperless office policy, thereby minimizing the adverse impacts of
its operation on the environment.

5. ENVIRONMENTAL AND SOCIAL PERFORMANCE ANNUAL MONITORING
REPORT

IFC’s Convertible Loan Agreement requires the Company to prepare a comprehensive AMR on the E&S performance
of its facilities and operations. The scope of reporting of AMR includes the Company’s compliance of its operations in
China and Cambodia with IFC’s Performance Standards (PS) as follows:

PS1: Assessment and Management of Environmental and Social Risks and Impacts

PS2: Labor and Working Conditions

PS3: Resource Efficiency and Pollution Prevention

PS4: Community Health, Safety and Security

PS5: Land Acquisition and Involuntary Resettlement

PS6: Biodiversity Conservation and Sustainable Management of Living Natural Resources

PS7: Indigenous Peoples

PS8: Cultural Heritage

The information below comprises IFC’s preferred format for E&S performance reporting.
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SECTION A:
5.1 Summary of Key E&S Aspects during the Reporting Period
Project Status

Morris China is operating during the Reporting Period; while Morris Cambodia is in the process of installation of
equipment and has not commenced business. Morris Cambodia is an investment under development.

The list of all operating facilities and locations as follows:

Name of facility Location Start of Operation (MM/YY)
Morris China Zhejiang Morris Fashion Home No. 115 Shuanglian Road, 11/14
Co., Ltd Factory No. 1 Haining, China
Zhejiang Morris Fashion Home No. 500 Youquan Road, 12/05
Co., Ltd Factory No. 2 Haining, China
Zhejiang Morris Fashion Home No. 120 Longxing Road, 05/15
Co., Ltd Factory No. 3 Haining, China
Zhejiang Morris Fashion Home No. 20 Shidai Road, 02/07
Co., Ltd Factory No. 4 Haining, China
Zhejiang Apollo Leather Products No. 120 Longxing Road, 10/01
Co., Ltd Haining, China
Morris Masia Industries Co., Ltd 212 km National Road No. 4, Not yet commenced business
Cambodia Prey Nab District, Shihanoukville,
Cambodia
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PS1. Assessment and Management of Environmental and Social Risks and Impacts
Status of voluntary Management systems certification schemes at the facilities
Morris China is planning to implement ISO9001, ISO14001 and OHSAS18001 in June 2018.

Updates to the Company’s E&S management system, and E&S aspects of the Group level
procurement policies

The manual of “Social Responsibility Management System” ( (@ EEEIEE X)) of the Company is
updated by appointing a Senior Vice President as the representative of social responsibility of the Company
and a senior manager being responsible for standard of labour, business ethics and trade policy.

The Company’s latest internal supplier E&S audit report/results, and reports prepared by
external E&S auditors as commissioned by and required by the Company’s overseas buyers

All the suppliers of Morris China are local suppliers in China and there is no requirement to conduct E&S
audit in China. Therefore supplier E&S audit report is not applicable. Several overseas buyers conducted
external E&S audits on Morris China with satisfactory results.

To the extent that the Company can exercise commercial leverage, any information for the
Company'’s direct plywood, hardwood, and bovine hide suppliers with respect to their suppliers-
at-origin (farms and plantations):

(i) an annual Forest-Stewardship-Council (FSC) Forest Management (FM) audit report by a
FSC-accredited auditor of wood plantations, and implementation outcomes of audit-
identified corrective actions;

(i) following the FSC-FM audit, undertaking a dedicated labor audit as needed and duly
implementing audit-identified corrective actions; and,

(iii) an external accredited audit report of bovine hide suppliers (slaughter houses) to verify
compliance with Morris’ E&S corporate requirements

Morris China mainly sources processed wooden brackets and processed bovine hide instead of raw timber
or bovine hide. The audit report for local suppliers in China is therefore not applicable. Morris China will
ensure its suppliers to comply with Morris’ E&S corporate requirement.

Any changes in the organizational structure to manage environment, health and safety, labor
and social aspects during the Reporting Period and number of personnel in charge of E&S
issues

There is no change in the organizational structure to manage environment, health and safety, labor and
social aspects during the Reporting Period. There are one Senior Vice President and one Senior Manager
in charge of E&S issues.

The level of environmental, social and health and safety training provided to staff
The human resources department provides trainings to ensure the Company’s compliance with local safety
and health regulations and to protect the health and safety of the staff.

The Company set up various staff development and training programs, includes induction training and on-
the-job training for new staff and senior workers respectively. The Company also has clear requirements on
staff development and training under “Social Responsibility Management System”. Details and number of
the said trainings provided to the staff are set out in section 1.3 of this report.
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Any events that may have caused damage; brought about injuries or fatalities or other health
problems; attracted the attention of outside parties; affected project labor or adjacent
populations; affected cultural property; or created liabilities for the Company during the
Reporting Period

During the Reporting Period, only insignificant non-fatal injuries were incurred in the ordinary manufacturing
process and no event that have caused damage; brought about fatalities or other health problems;
attracted the attention of outside parties; affected project labor or adjacent populations; affected cultural
property; or created liabilities for the Company.

Any ongoing public consultation and disclosure, liaison with non-governmental organizations
(NGOs), civil society, local communities or public relations efforts on environmental and social
aspects

The Company discloses its activities performed and efforts spent on environmental and social aspects to
public in its published annual environmental, social and governance report. Details are set out in section 3
of this report.

New initiatives implemented during the Reporting Period or additional managerial efforts on
E&S aspects

No new initiatives implemented during the Reporting Period and the existing measures on energy/water
savings, sustainability and waste minimization are effective.

The existing policies of the Company on E&S aspect are effective, especially in energy and resources
utilization, environmental protection and sustainable development. Details of the Company’s initiatives
implemented are set out in section 4 of this report.

Comments and/or grievances received by the Company in relation to E&S Issues
No comments and/or grievances received during the Reporting Period.

E&S Impact Assessment (Corporate) and E&S Due Diligence during the Reporting Period
Not applicable

Stakeholder engagement activities by the Company in the past year and how the Company
communicated relevant aspects of project implementation status to local affected communities,
and sought, documented, and incorporated stakeholder feedback

The Company actively contributed to the society, devoted itself to various service campaigns, and made
best efforts to help promote community development. During the Reporting Period, the Company
communicated with stakeholders the project status by taking part in various stakeholder engagement
activities that are set out in section 3 of this report.
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PS2. Labor and Working Conditions
Any change of the Company’s Human Resources (HR) policies, procedures or working
conditions during the Reporting Period
No change of the Company’s HR policies, procedures or working conditions during the Reporting Period.

Information regarding the workforce of the Company during the Reporting Period

Number Number of Number of Number of Number of

of direct female direct employees employees Contractor

employees employees terminated hired employees
Morris China 2,052 754 (431) 487 0
Morris Cambodia 0 0 0 0 0

The Company’s internal audit of the labor and working conditions of major suppliers and
external audit commissioned by the Company’s overseas buyers

All the suppliers of Morris China are local suppliers in China and there is no requirement to conduct internal
audit on labor and working condition in China. Therefore internal audit report of supplier is not applicable.
Several overseas buyers conducted external labor and working conditions audits on Morris China with
satisfactory results.

Key elements of the Company’s program to manage and minimize Occupational Health and
Safety (OHS) risks during construction and operation of the project

The key elements are prevention of fire, mechanical injury and ensure effective implementation of
occupational protection.

Main changes implemented in terms of OHS during the Reporting Period
There is no change in implementation in terms of OHS during the Reporting Period.

Occupational Health and Safety Indicators

Reporting Period
Report total numbers for Direct Contractor Direct Contractor
each parameter employees employees employees employees
Total number of Workers 2,052 0 1,996 0
Total man-hours worked — 5,253,120 0 5,109,760 0
Annual
Total number of lost time 365 0 520 0

occupational injuries

Total number of lost workdays 46 0 65 0
due to injuries

Number of fatalities 0 0 0 0

Total number of near misses 0 0 0 0
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Details for the non-fatal injuries during this Reporting Period
The details for non-fatal injuries during this Reporting Period refer to section 1.2 of this report.

PS3. Resource Efficiency and Pollution Prevention
1.  Liquid Effluent
Liquid Effluent refers to all types of liquid waste which is discharged from the site. Types of liquid
effluent include process, sanitary, storm water, and thermal discharges.

Liquid Effluent Monitoring Point Location during the Reporting Period

WBG/IFC
Maximum Morris

Levels China Actual
(in mg/ Maximum Performance
Name of Liquid Effluent Collection L except for Levels Data (Units)
facility Parameters Frequency pH) (Units) Annual average

Morris Total residual chlorine N/A 0.2 N/A N/A

China

Chromium total N/A 0.5 N/A N/A

Copper N/A 0.5 N/A N/A

[ron N/A 1 N/A N/A

Zinc N/A 1 N/A N/A

Lead N/A 0.5 N/A N/A

Cadmium N/A 0.1 N/A N/A

Mercury N/A 0.005 N/A N/A

Arsenic N/A 0.5 N/A N/A

QOil and Grease N/A 10 N/A N/A

pH N/A 6.0-9.0 N/A N/A

Total suspended solids N/A 50 N/A N/A

Note:

The operations of the Morris China do not generate serious water emissions problems as no liquid effluent is generated
from the sofas and sofa covers manufacturing process. The wastewater produced is only domestic wastewater from the
daily activities of employees.

During the Reporting Period, in respect of the wastewater, Morris China has complied with all the national standards such
as the Integrated Wastewater Discharge Standard and did not exert material impacts on the environment. Details of
wastewater discharge data and treatment are set out in section 4.1 of this report.

Morris Cambodia has not commenced business and therefore liquid effluent is not applicable.
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Any technical and management upgrades/changes/retrofits made to waste water
management and treatment systems and procedures

There is no technical and management upgrades/changes/retrofits made to waste water
management and treatment systems and procedures during the Reporting Period.

2. Ambient Noise
Ambient Noise refers to noise levels outside of the Company’s boundaries. The maximum levels in
units in the table below.

Ambient Noise Residential Point Location and Industrial or Commercial Monitoring Point Location
during the Reporting Period

Morris China
WBG/IFC Performance
Maximum (Units) Annual

Name of facility Levels Maximum average of
and monitoring  Ambient Noise Collection (WBG/IFC Levels Semi-annually
location Parameters Frequency Units) (Units) samples

Morris China Noise at the Semi-annually 70 dB(A) 65 54.8
facility boundary

Morris Cambodia has not commenced business and therefore ambient noise is not applicable.
3.  Point Source Air Emissions
Point Source Air Emissions refers to air flow out from a specific location on a project site. These

emissions can come from points such as process stacks, power generation stacks and vents.

Point source air emissions at key emission locations for all parts of the production facility as given
above and the maximum levels in units in the table below

Point Source Air Emissions Monitoring Point Location during the Reporting Period

Morris
Performance
(host country
Name of WBG/IFC units)
production Maximum Maximum Annual
facility and Point Source Levels Levels average of
monitoring Air Emission Collection (WBG/IFC (Specify quarterly
location Parameters Frequency Units) Units) samples
Morris China NO, Quarterly 600 mg/Nm?3 N/A N/A
PMq Quarterly 50 mg/Nm® N/A N/A
Sox Quarterly 400 mg/Nm? N/A N/A
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Note:

The Company has no substantial air emissions produced as no direct burning or usage of any gas fuel in the course of
manufacture. The current emission of Morris China is mainly automobile exhaust generated by its self-owned vehicles and
hence the air emission is insignificant. The Company also has no direct emission on greenhouse gas and its indirect
emission from purchase of electricity is not material. Details are set out in section 4.1 of this report.

Morris Cambodia has not commenced business and therefore air emissions is not applicable.

Any technical and management upgrades/changes/retrofits made to air emission control
and treatment systems and procedures

No technical and management upgrades/changes/retrofits made to air emission control and
treatment systems and procedures.

4. Solid Waste, Hazardous Waste and Oils Management
Solid and Hazardous Wastes and Oils Management Summary

Solid Waste Type Method of Storage,

(description) Annual Quantity Handling and/or Treatment

Leftover woods fabrics and leather 1,000 (Ton) Recycle by outside professional
(Leftover raw materials produced during recycling companies

manufacturing process)

Solid Waste Type

(description) Method of Recycling, Reuse or Disposal
Leftover woods fabrics and leather Reuse for manufacturing other products after recycled by
(Leftover raw materials produced during outside professional recycling companies

manufacturing process)

Any EHS guidelines or local regulatory limits are exceeded
No EHS guidelines or local regulatory limits are exceeded during the Reporting Period.
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5.

Annual Consumption

Energy and Water consumption management during the Reporting Period

Zhejiang Zhejiang Zhejiang Zhejiang
Morris Morris Morris Morris
Fashion Fashion Fashion Fashion Zhejiang
Home Home Home Home Apollo
Co., Ltd Co., Ltd Co., Ltd Co., Ltd Leather Masia
Factory Factory Factory Factory Products  Industries
Utility Type Units No. 1 No. 2 No. 3* No. 4 Co., Ltd* Co., Ltd
Grid electricity kWh 1,128,712 4,144,340 2,207,640 719,560 N/A N/A 8,200,252
Natural Gas m’ 280 320 350 260 N/A N/A 1,210
Diesel L 0 0 664 2,278 N/A N/A 2,942
Other fuel L 31,433 27,082 28,087 19,566 N/A N/A 106,168
— Gasoline
Water m’ 12,312 36,937 29,550 12,312 N/A N/A 98,499
* Zhejiang Morris Fashion Home Co., Ltd Factory No.3 and Zhejiang Apollo Leather Products Co., Ltd are located at
the same location at No. 120 Longxing Road, Haining, China. The above figures of Zhejiang Morris Fashion Home
Co., Ltd Factory No.3 includes those of Zhejiang Apollo Leather Products Co., Ltd.
Key areas/sections of the project facility where each of the above resources experienced
the heaviest consumption/usage
The key consumption of electricity is for lighting and manufacturing in factories. The water is
consumed for domestic use only. Natural gas is only consumed for cooking at staff canteen.
Energy, Water, and Resource Efficiency measures in the past year and annual savings
achieved
The Company is adhering to the principles of conservation of the natural resources and has adopted
proactive measures in reducing the energy and resources consumption. Details of the implementation
of energy and water saving measures and the savings achieved are set out in sections 4.2 and 4.3 of
this report.
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PS4. Community Health, Safety and Security
The initiatives implemented by the Company in relation to community health and safety, emergency drills,
engagement with private/public security forces and the technical and management upgrades/changes/
retrofits in ensuring infrastructure and equipment safety, explosion minimization and control and minimize
gas leakage scenarios are set out in section 1.2 of this report.

Any new initiatives implemented in relation to community health and safety
No new initiatives implemented in relation to community health and safety during the Reporting Period.

Any emergency drills conducted with community participation
Morris China conducted 2 fire drills in 2017.

Any changes in the Company’s engagement with private/public security forces during the
Reporting Period and any corresponding agreements

No change in the Company’s engagement with private/public security forces during the Reporting Period
and hence no corresponding agreements.

Any technical and management upgrades/changes/retrofits and any new measures to: (i) ensure
infrastructure and equipment safety; (ii) ensure explosion minimization and control; (iiij) minimize
gas leakage scenarios

The Company established measures to ensure infrastructure and equipment safety, explosion minimization
and control and minimize gas leakage scenarios in factories in both China and Cambodia.
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Life & Fire Safety (L&FS) during the Reporting Period:

Corrective
Name of Actions and
production Morris Fire Safety Mandatory Observed Schedule For
facility Verification Activities Frequency Deficiencies Implementation

Date(s) Performed

Zhejiang Morris Fire Drills Minimum: one (1)/year 2017.3/2017.9 None N/A
Fashion Home P .
Inspect and certify fire Minimum: two (2)/year 2017.3/2017.9 None N/A
ity AT detection and suppression
415, electrical and mechanical
systems.
Inspect, refill/recharge Minimum: two (2) 2017.3/2017.9 None N/A
portable fire extinguisher inspections/year
Zhejiang Morris Fire Drills Minimum: one (1)/year 2017.3/2017.9 None N/A
Fashion Home o .
Co., Ltd Factory Inspfact and certify f|r§ Minimum: two (2)/year 2017.3/2017.9 None N/A
No. 2 detection and suppression
electrical and mechanical
systems.
Inspect, refill/recharge Minimum: two (2) 2017.3/2017.9 None N/A
portable fire extinguisher inspections/year
Zhejiang Morris Fire Drills Minimum: one (1)/year 2017.3/2017.9 None N/A
Fashion Home o »
Co., Ltd Factory Insp'ect and certify flrg Minimum: two (2)/year 2017.3/2017.9 None N/A
No.3 detection and suppression
electrical and mechanical
systems.
Inspect, refill/recharge Minimum: two (2) 2017.3/2017.9 None N/A
portable fire extinguisher inspections/year
Zhejiang Morris Fire Drills Minimum: one (1)/year 2017.3/2017.9 None N/A
Fashion Home o »
Co., Ltd Factory Insp'ect and certify flrg Minimum: two (2)/year 2017.3/2017.9 None N/A
No. 4 detection and suppression
electrical and mechanical
systems.
Inspect, refill/recharge Minimum: two (2) 2017.3/2017.9 None N/A

portable fire extinguisher
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Name of
production
facility

Zhejiang
Apollo Leather
Products Co.,
Ltd

Masia Industries
Co., Ltd

PS5.

PS6.

PS7.

PS8.

Corrective
Actions and
Morris Fire Safety Mandatory Observed Schedule For
Verification Activities Frequency Date(s) Performed Deficiencies Implementation
Fire Drills Minimum: one (1)/year 2017.3/2017.9 None N/A
Inspect and certify fire Minimum: two (2)/year 2017.3/2017.9 None N/A

detection and suppression
electrical and mechanical

systems.
Inspect, refill/recharge Minimum: two (2) 2017.3/2017.9 None N/A
portable fire extinguisher inspections/year
Fire Drills Minimum: one (1)/year N/A N/A N/A
Inspect and certify fire Minimum: two (2)/year N/A N/A N/A

detection and suppression
electrical and mechanical

systems.
Inspect, refill/recharge Minimum: two (2) N/A N/A N/A
portable fire extinguisher inspections/year

Measures by the Company to ensure life and fire safety at the project premises

The occupational health of staff and safe production environment has always been the key focus of the
Company. The Company has formulated various guidelines, procedures and contingency plans to enhance
its capability to cope with, and prevent occurrence of, any incident relating to production safety, thereby
minimizing casualties and damages caused by accident. Details of the measures adopted by the Company
in respect of safety of project premises are set out in section 1.2 of this report.

Land Acquisition and Involuntary Resettlement
There is no new land acquisition activity during the Reporting Period.

Biodiversity Conservation and Sustainable Management of Living Natural Resources
The Company implemented an E&S procurement policy to ensure effective biodiversity conservation and
sustainable management of living natural resources could be achieved.

Indigenous Peoples
There are no known populations of indigenous peoples groups at or near the China and Cambodia

facilities.

Cultural Heritage
There is no cultural property discovered in the course of project activities during the Reporting Period.
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SECTION B:
5.2 New Development/Corporate Financing
Social and Environmental Screening

Projects which have come under active consideration for development by since the last report and
corresponding E&S due diligence

Project & Location Brief Description

Morris Cambodia The Company recently completed construction of a production facility in Cambodia located in
the Sihanoukville Special Economic Zone. This constructed facility had not initiated operations.
The installation of machinery and equipment is in progress.

Morris Cambodia has not commenced business and therefore E&S due diligence report is not conducted.

5.3 Projects Completed or in Progress during the Reporting Period

Projects completed during the Reporting Period, which are operated by the Company or which are
under construction, and how environmental and social risk was managed in these projects

Status (e.g. under

Project construction, complete) Major risk management measures adopted.
Morris Cambodia The installation of machinery The Company developed Procedures of EHS handbook, HR Resources
and equipment is in progress Management ( A& REE2f ), Rules and regulations of labour

management in Cambodia ( RERLEEERERE ), Staff
training schedule, Procedures of Purchase Control (3REE #2612 ),
Investigation form of social responsibility of supplier ( &R & &
LX), Emergency plan for safety and production accidents (%%
EEZHIRISESTER), Emergency plan for electric shock, fire and
machinery accident ( A ERIE=MEE SHEERZTESR ), Emergency
plan for chemical spill ( fEkat ERZIREZTEZR ), Policy of safety
management ( Z2E 2 ), and performed risk assessment on risk
social responsibility for Morris Cambodia during the Reporting Period.

5.4 Pre-development Project Screening

There is no pre-development project during the Reporting Period.
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SECTION C:
5.5 Action Plan Status and Update
Implementation status of the environmental and social action plan

Environmental and Social Action Plan (ESAP) Status Report

Task Title/Description Completion Date Status as of 29/03/2018 % Complete
1. Morris Cambodia shall assess all social risks and As of 29 March 2018, the assessment, 60%
impacts of its operation. Identify all gaps, and identify analysis and internal audit in respect
mitigation measures to address impacts related to of environmental and social risks of
labor and working conditions, pollution prevention, and the operation in Cambodia have been
community engagement. performed. Implementations of various
measures are in progress.
Indicator of completion:
e E&S action plan, including action to be taken, Condition of

timeline for closure, budget (as appropriate), and Disbursement (COD)
responsible staff; and,

e |mplementation of mitigation measures. 1st December 2018
2. Morris shall develop an Integrated Environmental and The translations of Human Resources 70%
Social Management System (ESMS) consistent with Policies and Management Policies have
the requirements of PS1. The ESMS will be based been completed. Staff training is in
on the policies and procedures already developed progress according to training plan.

for Morris China and address gaps related to:
identification of risks and impacts; management
programs, including relevant mitigation measures;
monitoring and reporting of E&S performance;
supply chain management; emergency preparedness
and response; and stakeholder engagement and,
community grievance mechanism.

Indicator of completion:

e Documented ESMS with assigned roles and 1st September 2018
responsibilities (in appropriate language); and,

e ESMS internal audit report. 1st September 2019
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Environmental and Social Action Plan (ESAP) Status Report

Task Title/Description Completion Date Status as of 29/03/2018 % Complete
3. Morris shall develop a group level procurement policy The Policies of Supplier Selection 80%
defining its commitment to comply with specific E&S and Risk Control on Purchases have
requirements based on product risk, and shall develop been developed. The Company is now
a procurement procedure that defines: (i) process searching for qualified suppliers and
for selection of suppliers; (i) process for evaluating conducting supplier audit.

suppliers, and systems for capturing relevant data; (jii)
process for reviewing suppliers E&S performance; (iv)
for monitoring suppliers; and, (v) process for removing
suppliers based on failure to comply with company
minimum E&S requirements.

Indicator of completion:

e Public policy statement LBl

e Mapping of suppliers, and risk screening process 1st December 2018
for evaluating and mapping environment and
social risks (child labor, forced labor, OHS, and
biodiversity) related to suppliers (product vs.
country of origin);

e Procedure to prioritize suppliers based on risk 1st March 2019
and leverage, and decision making process, and
procedure for periodic review of risk assessment
process and for review of type and country of
origin of the production input material.

Morris Cambodia shall develop and implement a HR policy Completed 100%
and procedures compliant with IFC PS2 requirements and

aligned with Morris China policy and procedures, and shall

have all relevant provisions matched against in-country

laws and regulations.

Indicator of completion:
e Morris Cambodia HR policies and procedures; and, Conditions of
Disbursement
e HR policies/procedures written in appropriate Conditions of
language and communicated to all workers. Disbursement
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Environmental and Social Action Plan (ESAP) Status Report
Task Title/Description Completion Date Status as of 29/03/2018 % Complete
Morris shall implement key performance indicators as Development in progress 40%

part of a monitoring and reporting system to ensure

OHS statistics are tracked. KPIs’ will include: (i) lost time
frequency rate per million person hours per factory and
per location; (ii) any recorded OHS incident that resulted in
lost time, accident, and subsequent accident investigation
summary (as appropriate); (i summary of near miss
reports; and, (iv) summary of measures taken to reduce
risks following either a lost time incident or a near miss
report being filed.

Indicator of completion:
e KPIs developed and an example of report. 1st June 2018
SECTION D:

5.6 Deviation/non-Compliances

There is no Deviation/non-Compliances for the Company in respect to IFC’s Performance Standards, ESAP,
Non- compliance with local E&S regulations and WBG EHS Guidelines.

o
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