
























































OUR SUSTAINABILITY FRAMEWORK AND STRATEGIES

Water management

The majority of the Group’s water consumption occurs during the production
process and its dormitories. We have adopted water-efficient appliances in
our factories and dormitories and put several measures to improve water
efficiency at our factories and dormitories, including process improvements
and water recycling and reuse measures.

In 2021, we continuously adjusted the water pressure of our living quarters
and installed timers to control the flushing frequency of the washrooms in our
factories and dormitories, which reduced the water flowrate and subsequent
consumption. We will continue to upgrade the flushing control system at our
employee dormitories to improve water efficiency in the coming years.

In supporting the Group’s sustainability plan focusing on water
management, we have established two targets to address and
improve water efficiency in our production. Please refer to the focus
areas and targets listed in the 10-Year Sustainability Plan in “Our
Sustainability Framework and Strategies” section for details.

Water consumption by location (mq)
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OUR SUSTAINABILITY FRAMEWORK AND STRATEGIES

Social Responsibilities

Nurturing employees

The Group believes that attracting and retaining talent is the key to our business development. We abide by
relevant laws and regulations throughout the recruitment and employment process, including the “Labor Law of
the People’s Republic of China” and the “Labor Contract Law of the People’s Republic of China.” We also
support diversity and are committed to promoting equal employment opportunities in relation to personnel
matters, including recruitment, training, promotion opportunities, benefits, transfer, and dismissal. We ensure that
our employees are not discriminated against or harassed due to their gender, age, ethnicity, nationality, marital
status, or religion.

We strive to contribute to the community development in which we operate. As part of our community effort, we
have participated in various charitable involvement, including cash donations and community services to show the
Group’s care to the community during the year.

Staff portfolio

We believe the development and retention of talent are the foundation for the Group’s long-term growth and
success. During the year, we have approximately 8,500 employees, and the breakdown is shown as below:

Male Female
I 41.7% 58.3%

)

By gender

Below 30 30-50

o 'i| 24.9% 67.3%

By age group

O

Retail employees Production employees Of ce employees
15.7% 51.2% 33.1%

By function
Senior
Non-management General management management
= 94.6% 3.7% 1.7%
[~ |
By employment
category I
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OUR SUSTAINABILITY FRAMEWORK AND STRATEGIES

Talent retention

The Group implements a fair and competitive remuneration and welfare system. Remuneration is determined
based on qualifications, experience, nature of the work, performance, and market conditions to provide equal
employment opportunities. To retain and motivate talent, we provide competitive remuneration to our employees
that is considerably higher than the minimum wage level.

We also established a comprehensive Performance Management System to review employee performance and
inform promotion and wage adjustment decisions. Under the system, employees discuss their work performance
with their supervisors regularly. The Human Resources department will document the appraisal results to
determine whether the employee is eligible for promotion or wage level review.

In 2021, we established a Staff Position Management System to attribute each position, including grade, title, and
job description clearly, to best achieve the efficiency of operations and enhance employee utilisation. We have
also evaluated and revised our recruitment management system and improved the internal transfer procedures to
optimise retention and improve recruitment efficiency.

Employee turnover in 2021

By gender By age group

Female

Below 30 30-50 Above 50
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31.1% 23.1% 36.0% 23.8% 21.8%
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OUR SUSTAINABILITY FRAMEWORK AND STRATEGIES

Child and forced labour

We seek to create an ideal work environment where labour rights and standards are upheld. The Group’s Staff
Handbook covers topics such as compensation and dismissal, recruitment and promotion, working hours, rest
periods, equal opportunity, diversity, preventing child and forced labour, and other benefits and welfare issues. In
addition, it promotes a fair and transparent career platform to ensure employees are not discriminated against at
work in any way due to gender, age, ethnicity, nationality, marital status, religion, etc.

The Group abides by relevant laws and regulations to prohibit the employment of child and forced labour in all of
its operations. We perform stringent checking and control procedures in the selection and on-boarding processes
to ensure no underage labour is hired. Regular reviews on our employment practice are also conducted to ensure
we operate fairly. We were not aware of any material non-compliance with law and regulations regarding labour
standards during the reporting period.

— Furthermore, we have stepped up our efforts to foster a work

environment focused on equality and inclusion in all of our

O supply chains. The Group assesses the basic labour rights

Number of incident of requirements and employees’ accommodation and catering

b child or forced labour in during the potential and existing supplier evaluation to protect
our supply chain in 2021 employees’ legitimate rights and interests. In 2021, we did not

observe any incident of child or forced labour during our supply
chain evaluation exercises.

Labour health and safety

Ensuring employees’ health and safety in the workplace is our responsibility. To build a safe and caring workplace,
we have implemented the OHSAS 18001 and ISO 14001-certified management systems to manage and reduce
our employees’ occupational health and safety risks. In line with standards and relevant laws and regulations, we
have also put detailed operating procedures, working guidelines, and manuals to provide necessary guidance on
safety procedures and processes at work.

We are committed to providing a safe and secure working environment free from health and safety hazards for
our employees. To eliminate occupational risks for our employees, we have set up targets, standard procedures,
and emergency response plans for identified risks to eliminate potential safety hazards in time. In addition, we
regularly review the operations of our Environment and Occupational Health and Safety Management System to
assess the effectiveness of the preventive measures and whether corrective measures are being properly
executed.
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To ensure the safety of our working environment, we have established an Occupational Health and Safety
Committee to closely monitor and report the Group’s health and safety performance during the year. A
professional health and safety officer is present at each shift to inspect whether frontline workers follow safety
procedures in the manufacturing process. As a routine reminder, all workers receive a safety briefing before the
start of each shift, followed by a summary session after the shift to sum up any safety issues observed during the
shift. The safety briefing allows employees to understand the potential risks of their work, raises their safety
awareness, and prevents accidents.

To provide comprehensive protection for our employees, we offer free annual health check-ups and periodically
conduct different emergency drills to improve our employees’ health and safety awareness. We have renewed
and upgraded fire safety equipment and machinery in our operations during the year to maintain a safe working
environment.

We are not aware of any non-compliance with laws and regulations in 2021 that had a significant impact on the
Group with respect to occupational health and safety. Among the 48 injuries that occurred during the year, there
were some minor workplace injuries and commuting accidents that occurred on business trips. All cases were
reported to the local authorities for occupational injury assessment and follow-up actions.

Occupational health and safety performance® in 2021

B
Work-related — Work-related &) Lost days due
. - O
fatality Injuries o to work-related
] (2019-2021) injuries
B
9 Work-related injuries reported refer to cases reported to the local Human Resources and Social Security Bureau for an occupational injury assessment.

The lost day figure reported is the aggregate of the work-related injury leave periods indicated by the assessments.
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OUR SUSTAINABILITY FRAMEWORK AND STRATEGIES

Training and development

The Group is striving to become an outstanding employer who pays attention to the development and growth of
our employees. We invested heavily in training and built a diversified career development platform for our
employees to fully unleash their potential.

Overall trainings for the Group in 2021

()
Ny

Total courses offered Total training hours Total number of staff trained
247 courses 231,262 hours 5,944 employees

1B

Average training hours by function in 2021

By gender By employment category

= I Mal Senior General Non-
eémale ale management management management

-

Al 4
24 35 58 11 29
hours hours hours hours hours
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Xtep Talent Centre

We continued to explore our employees’ needs for training and equip
our staff with the skills they need to meet the demands of their
current role through the Xtep Talent Centre (previously named Xtep
University). It comprises three departments and one online training
platform, building our staff capability to develop into management
talent and professionals.

The structure of the Talent Development Centre and number of courses in each faculty is as below:

Xtep Talent Centre

. . . .

Professional Talent Management Talent and Cultural Xtep
Development Talent Development Operation Online Training
Department Department Department Platform

91 courses 144 courses 39 courses 72 courses

Departments Purpose of the Department

Professional Talent According to the competency model of each position and the career
Development development path of employees, devise a learning map for each
Department employee and provide technical and human resources support for the
training system, mainly covering the Group’s professional staff.

Management Carry out planning and formulate leadership development strategies for
Talent Development various levels and types of talent, organise and coordinate internal
Department o resources, design and run various leadership development programs,
mainly covering the Group’s management.

Talent and Cultural Respond to the Group’s strategic needs, improve organisational
Operation Department performance and develop comprehensive talents who embrace Xtep’s
values, mainly covering the Group’s new joiners and management
trainees.
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OUR SUSTAINABILITY FRAMEWORK AND STRATEGIES

Leisure and welfare

To reinforce our employees’ sense of belonging, we have introduced a welfare system that provides additional
benefits alongside their standard benefits packages, including social insurance, paid holidays, and free medical
check-ups. We also provide corporate subsidies such as daily meals, transportation subsidies, and
accommodation subsidies.

We seek to protect the well-being of our staff by encouraging a healthy work-life balance. A wide range of open
spaces for recreational and leisure activities for different staff interest groups are organised to encourage a work-
life balance culture within the Group.

Employee birthday
parties and holidays

g . o We organise various events to celebrate special holidays such as
’ ')-J’ International Women'’s day, Labour Day, Mother’s Day, Father’s
.
>

Day, Teachers’ Day, etc. We also send out birthday gifts to our
employees to deliver love and care and strengthen the link
between employees and the Company.

Senior management
service day

On specific days, our management prepares and serves a variety of
meals for our staff as encouragement, allowing management to interact
with employees of different levels.
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Clubs in workplace

A wide range of activities, including a total of 120 sports leagues
y (e.g., basketball, football, badminton, table tennis), have carried

- : ) out and attracted over 1,000 participants.
»

We have launched the
“Xtep Appreciation Card”
project, which allows
managers to praise the
excellent behaviours of
employees; “Me & my
Xtep” event is organised

for employees to strengthen

. . ESIATREAGXENEMN, BUE. KR PO S6iE
their sense of belonglng /AAFR! REARI3500+ ! RiHEM26000+!
to the Group.

Running culture

We continue to organise and carry out 321 running festivals and other
national joint running activities during the year. In addition, we have
established a center-based employee running group and arranged
running activities regularly to promote a healthy work-life balance
culture within the Group.
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OUR SUSTAINABILITY FRAMEWORK AND STRATEGIES

Contributing to the society

Building our running ecosystem

MARATHON

.‘;—_;_

The Group strives to bring strong positive energy to the community. Over the years, we built up and continued to
strengthen our running ecosystem by investing in running product innovations and through a marketing strategy
that consisted of marathon and running event sponsorships and sports celebrity endorsements to promote a
healthier lifestyle.

Donation and charity events

»

b

*"r
9 S

rve 156 +miliion

worth of sportswear
and cash donation
since the outbreak of
COVID-19 pandemic in
Mainland China in 2020

We actively invest in community programmes that benefit different
social segments. As a corporate citizen who is committed to social
responsibility, we seek to effect change by investing in initiatives that
contribute to a better community. We continuously engage with
communities, collaborate with local charitable organisations, and
encourage our staff to participate in volunteer activities to achieve
these goals. In light of COVID-19 outbreak in the country since 2020,
we have donated over RMB156 million worth of sportswear and cash to
the community and schools to support their fight against the pandemic.
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10

Xtep Running Clubs
T )

Echoing the rising health awareness, increase in the
standard of living, and the growing popularity of running
in Mainland China, we accelerated the openings of our
XRC during the year. One-stop professional running
services, including running a consultation, running group
support, mobile device charging, bag storage, and shower
facilities, are serviceable to strengthen Xtep’s running
ecosystem further and make running more accessible for
all. In addition, XRC enables us to perform targeted selling
of our products and gain valuable feedback from our
customers.

Marathon sponsorships
]

Marathon events around the world faced severe disruptions from
the COVID-19 pandemic. Although restrictions on outdoor
recreation were in place in the second half of 2021 due to the
pandemic, it did not hinder our determination to sponsor large-
scale marathons and races and promote public health in the first
half of 2021. We sponsored seven physical marathons and races
in Mainland China that attracted over 91,000 participants during
the year.

Marathons and running events sponsored by Xtep in 2021:

1. Xiamen Marathon
10 April 2021

5. Beijing Half Marathon

2.Road to Renaissance ® Burnfire 24 April 2021

Relay 100 km Relay Race

11 April 2021 6. Rushan Women's
3. Xi'an Marathon Half Marathon
16 May 2021

17 April 2021

4. Huaian Marathon

7.Hengshui Lake Marathon

18 April 2021 17 October 2021

17 Marathon events were cancelled or postponed due to the COVID-19 pandemic in 2021.
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_

Xtep expanded its partnership with the China Next Generation Education Foundation and entered the

Gansu Province during the Year

We have been working closely with the China Next Generation
Education Foundation to donate sportswear to students at
Shandong, Sichuan, Guizhou, Yunnan, Inner Mongolia, Ningxia,
and Qinghai provinces in the past years.

In 2021, we maintained our partnership with the Foundation and
entered the Gansu Province for the first time. We donated
sportswear worth around RMB4 million to students in
underdeveloped areas in the Gansu Province to promote healthy
growth and development.

In the future, we will seek to improve the quality of our charitable
activities, adopt new formats, and enrich the content of our
activities to allow young people living in poverty to experience

sports and enjoy sports.

h

48

Xtep’s Chairman Mr. Ding Shui Po, appointed as
the Consultant for Quanzhou No.5 Middle School
Tongxin Education Foundation

In June 2021, Xtep’s Chairman, Mr. Ding Shui Po,
was appointed as the First Term of Consultant for
Quanzhou No.5 Middle School Tongxin Education
Foundation.

The foundation’s purpose is to support the
upbringing of children and adolescents by providing
education support to combat poverty. In addition,
Xtep’s Chairman, Mr. Ding Shui Po, donated RMB1
million to support the development of the
foundation.
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Providing support to victims in Henan and
Shanxi Floods

In 2021, devastating floods swept through the
Chinese provinces of Henan and Shanxi. Xtep
donated clothing and shoe products worth
more than RMB55 million through the China
Foundation of Poverty Alleviation and China
Soong Ching Ling Foundation to the
provinces of Henan and Shanxi.

P 27

SEHK ESG Guide Content Index

Subject areas, aspects, general disclosures and KPls

Governance
structure

Reporting
principles —
materiality

Reporting
principles —
quantitative

Reporting
principles —
consistency

Reporting
boundary

A statement from the board containing the

following elements:

()  adisclosure of the board’s oversight of
ESG issues;

(i) the board’s ESG management approach
and strategy, including the process used
to evaluate, prioritise and manage
material ESG-related issues (including
risks to the issuer’s businesses); and

(i) how the board reviews progress made
against ESG-related goals and targets
with an explanation of how they relate to
the issuer’s businesses.

()  the process to identify and the criteria
for the selection of material ESG factors

(i) if a stakeholder engagement is conducted,
a description of significant stakeholders
identified, and the process and results of
the issuer’s stakeholder engagement.

Information on the standards, methodologies,
assumptions and/or calculation tools used, and
source of conversion factors used, for the
reporting of emissions/energy consumption
(where applicable).

The issuer should disclose in the ESG report
any changes to the methods or KPIs used, or
any other relevant factors affecting a meaningful
comparison.

A narrative explaining the reporting boundaries
of the ESG report and describing the process
used to identify which entities or operations
are included in the ESG report.

APPEN

Section REINENS

Corporate
governance

Application of
reporting principles

Application of
reporting principles

Application of
reporting principles

Application of
reporting principles
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APPENDIX

Subject areas, aspects, general disclosures and KPIs

A. Environmental

Aspect Al: Emissions

General disclosure

KPI'Al1.1

KPI'Al1.2

KPI'A1.3

KPI'Al.4

KPIAL.5

KPI A1.6

Information on:

(@  the policies; and

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to air and
greenhouse gas emissions, discharges
into water and land, and generation of
hazardous and non-hazardous waste

The types of emissions and respective
emissions data

Direct (Scope 1) and energy indirect (Scope 2)
greenhouse gas emissions (in tonnes) and,
where appropriate, intensity

Total hazardous waste produced (in tonnes)
and, where appropriate, intensity

Total non-hazardous waste produced (in
tonnes) and, where appropriate, intensity

Description of emission target(s) set and steps
taken to achieve them

Description of how hazardous and non-
hazardous wastes are handled, and a
description of reduction target(s) set and steps
taken to achieve them
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Section

Green product
innovations

Reducing footprint
along the
operations

Reducing footprint
along the
operations

Energy efficiency
and carbon
reduction

Reducing footprint
along the
operations

Packaging materials

and waste
management

REINENS

Given the nature of
the Group’s business,
we do not have
significant air
emissions from our
production
processes

Currently hazardous
and non-hazardous
wastes are not
considered material
to the Group and we
have yet to collect
and consolidate
relevant information.
We will continue to
review and disclose
further information
as appropriate in the
future

Subject areas, aspects, general disclosures and KPIs

Aspect A2: Use of resources

General disclosure

KPI A2.1

KPI'A2.2

KPI A2.3

KPI A2.4

KPI A2.5

Policies on the efficient use of resources,
including energy, water and other raw
materials

Direct and/or indirect energy consumption by
type in total and intensity

Water consumption in total and intensity

Description of energy use efficiency target(s)
set and steps taken to achieve them

Description of whether there is any issue in
sourcing water that is fit for purpose, water
efficiency target(s) set and steps taken to
achieve them

Total packaging material used for finished
products (in tonnes) and, if applicable, with
reference to per unit produced

Aspect A3: The environment and natural resources

General disclosure

KPI A3.1

Policies on minimising the issuer’s significant
impact on the environment and natural
resources

Description of the significant impacts of
activities on the environment and natural
resources and the action taken to manage
them

APPENDIX

Section REINENS

Reducing footprint
along the
operations

Reducing footprint
along the
operations

Reducing footprint
along the
operations

Reducing footprint
along the
operations

Our sustainability
framework and
strategies

Reducing footprint
along the
operations

Our sustainability
framework and
strategies

Reducing footprint
along the
operations

Green product
innovations

Reducing footprint
along the
operations

Green product
innovations

Reducing footprint
along the
operations

Our sustainability
framework and
strategies
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Subject areas, aspects, general disclosures and KPIs

Aspect A4: Climate change

General disclosure

KPI'A4.1

B. Social

Policies on identification and mitigation of
significant climate-related issues which have
impacted, and those which may impact, the
issuer

Description of the significant climate-related
issues which have impacted, and those which
may impact, the issuer, and the actions taken
to manage them

Aspect B1: Employment

General disclosure

KPIB1.1

KPI B1.2

Information on:

(@  the policies; and

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to compensation
and dismissal, recruitment and promotion,
working hours, rest periods, equal
opportunity, diversity, anti-discrimination,
and other benefits and welfare

Total workforce by gender, employment type,
age group and geographical region

Employee turnover rate by gender, age group
and geographical region

Aspect B2: Health and safety

General disclosure

KPIB2.1

KPI B2.2

KPI B2.3

Information on:

(@  the policies; and

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to providing a safe
working environment and protecting
employees from occupational hazards

Number and rate of work-related fatalities
occurred in each of the past three years
including the reporting year

Lost days due to work injury

Description of occupational health and safety
measures adopted, how they are implemented
and monitored
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Section

Risk management &
internal control

Risk management &
internal control

Nurturing
employees

Staff portfolio

Talent retention

Labour health and
safety

Labour health and
safety

Labour health and
safety

Labour health and
safety

Subject areas, aspects, general disclosures and KPIs

Aspect B3: Development and training

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

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

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

Aspect B4: Labour standards

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

KPI B4.1 Description of measures to review employment
practices to avoid child and forced labour

KPI B4.2 Description of steps taken to eliminate such
practices when discovered

Aspect B5: Supply chain management

General disclosure  Policies on managing environmental and social

risks of the supply chain
KPI B5.1 Number of suppliers by geographical region
KPI B5.2 Description of practices relating to engaging

suppliers, number of suppliers where the
practices are being implemented, how they are
implemented and monitored

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

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

APPENDIX

Section REINENS

Training and
development

Training and
development

Training and
development

Child and forced
labour

Child and forced
labour

Child and forced
labour

Supply Chain
Management

Our Supplier
portfolio

Supply Chain
Management

Supply Chain
Management

Supply Chain
Management
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APPENDIX

Subject areas, aspects, general disclosures and KPIs

Aspect B6: Product responsibility

General disclosure

KPI B6.1

KPI B6.2

KPI B6.3

KPI B6.4

KPI B6.5

Policies and compliance with relevant laws and
regulations on health and safety, advertising,
labelling and privacy matters relating to
products and services provided and methods
of redress

Percentage of total products sold or shipped
subject to recalls for safety and health reasons

Number of products and service-related
complaints received and how they are dealt
with

Description of practices relating to observing
and protecting intellectual property rights

Description of quality assurance process and
recall procedures

Description of consumer data protection and
privacy policies, how they are implemented
and monitored
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Section

Data security and
customer privacy
protection

Intellectual property
protection

Product and
material quality
assurance

Product and
material quality
assurance

Product and
material quality
assurance

Intellectual property
protection

Product and
material quality
assurance

Data security and
customer privacy
protection

REINENS

Subject areas, aspects, general disclosures and KPIs

Aspect B7: Anti-corruption

General disclosure

KPIB7.1

KPI B7.2

KPI B7.3

Information on:

(@  the policies; and

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to bribery, extortion,
fraud and money laundering

Number of concluded legal cases regarding
corrupt practices brought against the issuer or
its employees during the reporting period and
the outcomes of the cases

Description of preventive measures and
whistleblowing procedures, how they are
implemented and monitored

Description of anti-corruption training
provided to directors and staff

Aspect B8: Community investment

General disclosure

KPI B8.1

KPI B8.2

Policies on community engagement to
understand the needs of the communities
where the issuer operates and to ensure its
activities take into consideration the
communities’ interests

Focus areas of contribution

Resources contributed (e.g. money or time) to
the focus area

Section

Anti-corruption and
whistleblowing

policy

Anti-corruption and
whistleblowing

policy

Anti-corruption and
whistleblowing

policy

Anti-corruption and
whistleblowing

policy

Contributing to the
society

Contributing to the
society

Contributing to the
society

APPENDIX

REINENS
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APPENDIX

Glossary

Board The Board of Directors of Xtep International Holdings Limited

Committee The Board-level Sustainability Committee

ESG Environmental, Social and Governance

ESG Guide Appendix 27 of Hong Kong Stock Exchange Listing Rules and
Guidance: Environmental, Social, and Governance Guide

Group, Company or Xtep Xtep International Holdings Limited and its subsidiaries

Hong Kong The Hong Kong Special Administrative Region of the PRC

Hong Kong Stock Exchange or The Stock Exchange of Hong Kong Limited

Stock Exchange or HKEX

1ISO 9001 International Quality Management System Standard issued by
International Organization for Standardization

I1SO 14001 International Environmental Management System Standard issued by
International Organization for Standardization

KPIs Key performance indicators

Materiality Assessment Procedures to identify the material issues that are most relevant to the
company’s daily operations and to our stakeholders

OHSAS 18001 International Occupational Health and Safety Standard issued by The
British Standards Institution

PRC or Mainland China The People’s Republic of China excluding, for the purpose of this ESG
report, Hong Kong, Macau and Taiwan

Report 2021 Environmental, Social and Governance Report of the Group
RMB Renminbi, the lawful currency of the PRC
Year The year ended 31 December 2021
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