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SCOPE AND REPORTING PERIOD

This is the third Environmental, Social and Governance (“ESG") Report
(the "ESG Report”) for SCUD Group Limited (“Scud” or the “Company”)
and its subsidiaries (collectively referred to as the “Group”), with
disclosure reference made to the ESG Reporting Guide as described in
Appendix 27 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited.

The Group is principally engaged in the developing, manufacturing
and sale of lithium-ion battery modules for smartphones, tablets and
other smart electronic products as well as the provision of all-round
power supply solutions for various consumer electronic products. This
ESG report covers the Group’s overall performance in two subject
areas, namely, Environmental and Social of the business operations in
the following operations from 1 January 2018 to 31 December 2018
(the “Reporting Period”), unless otherwise stated:

(i)  Scud (Fujian) Electronics Co., Ltd. (“Scud Electronics”) at Fuzhou,
Fujian, the People’s Republic of China (“PRC");

(i) Scud Battery Co., Ltd. (“Scud Battery”) at Fuzhou, Fujian, the
PRC.

There were no major operational changes in the scope compared with
the period from 1 January 2017 to 31 December 2017 (the “Last
Reporting Period”). No major changes in the number of employees,
net sales/income, and operational location have occurred. The same
two operational sites as the Last Reporting Period were included in
the scope of this ESG report.

The Group has complied with all the “comply or explain” provisions
set out in the ESG Reporting Guide during the Reporting Period.
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STAKEHOLDER ENGAGEMENT AND
MATERIALITY

The Group engages with key stakeholders such as board members,
managers, supervisors, frontline workers, trade unions, suppliers and
customers, and regulators to understand their needs and concerns.
The Group communicates with stakeholders via various communication
channels such as weekly interviews with employees on their job and/
or life needs, regular staff representative meetings and supplier
meetings. The frequency of above communication varies from weekly,
monthly to annually.

The Group has formulated formal policies such as “Impacts on
Interested Parties”, and “Monitoring and Measurement Control
Procedure”. These policies regulate the management of impacts to the
stakeholders, with the aim of 1) ensuring that management systems
on social responsibility, environmental, health and safety issues are
provided and publicised; 2) minimising the negative impacts such as
environmental pollution, health and safety risks to interested parties;
and 3) measuring and monitoring key characteristics of operations and
activities with identified hazards, reviewing the implementation of the
Group’s management system, and providing data for the continuous
improvement of the Group.

In order to identify the most significant ESG aspects, the Group
distributed quantitative surveys to board members, managers,
supervisors, frontline workers, and regulators, and a total of 176
surveys was returned and recorded. Through the stakeholder surveys
carried out during the Reporting Period, followings topics have been
deemed as the most important by stakeholders:

e Occupational Health and Safety

o Employment

e  Food Safety and Health

. Labour Standards

. Environmental Protection Measures
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STAKEHOLDERS’ FEEDBACK

The Group welcomes stakeholders’ feedback on our environmental,
social and governance approach and performance. Please give your
suggestions or share your views with us via email: coso@scud.cn or
phone: 0591-63159773.

THE GROUP’S SUSTAINABILITY MISSION AND
VISION

The Group continues to manage its key operational risks to achieve
the optimum balance on profit, environmental protection, social
responsibility, and satisfaction for stakeholders.

A key improvement during the Reporting Period is the full operation
and functioning of the Staff Care Centre. The centre is now equipped
with full-time staff with credentials as the psychological counselor.
The mission of the centre is to provide professional counseling at the
initial stage when employees encounter any struggling issues, such as
career-related issues, family issues, employee relationships issues. The
centre has now become a demonstration unit for multiple national-
level organisations, such as the demonstration spot for national
staff education and training by All-China Federation of Trade Unions
(ACFTU).

The Group ensures strict compliance with any applicable regulations,
laws, guidelines, and standards. In addition to complying with external
regulations, the Group also actively adopts any feasible initiatives put
forward by employees, especially the frontline staff who understands
the daily operations best and could potentially find out efficient
improvement ideas. These initiatives include proposals on resource
saving, emission reduction, process improvement, and technology
innovation. The Staff Manual has established a clear reward policy for
staff whose proposed initiatives have been adopted.

As a result of continuous improvement on management excellence,
the Group has renewed and/or achieved following certificates in 2018:

o ISO 9001 Quality Management System (both Scud Electronics
and Scud Battery);

o ISO 14001 Environmental Management System (both Scud
Electronics and Scud Battery);
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OHSAS 18001 Occupational Health and Safety Management
System (both Scud Electronics and Scud Battery);

Workplace Safety Standards — certificate level 3 (both Scud
Electronics and Scud Battery);

TL 9000 Telecom Quality Management System (Scud Electronics);

EICC Electronic Industry Code of Conduct Certificate (Scud
Electronics);

QC080000 Hazardous Substance Process Management (HSPM)
System (Scud Electronics);

Integration of Informatisation and Industrialisation Management
System (both Scud Electronics and Scud Battery); and

Product certification issued by China Quality Certification Centre
(CQQC) — Beyond original power capacity of iPhone 6S plus (Scud
Battery).

ENVIRONMENTAL

The Group stringently complies with national and local laws and
regulations concerning environmental protection and pollution
control, including but not limited to the followings:

e  GB 12348-2008 Emission Standard for Industrial Enterprises
Noise at Boundary

. Measures for the Administration of Environmental Impact
Assessment of Construction Projects

. GB 13690-2009 General rules for classification and hazard
communication of chemicals

° Environmental Protection Regulations of Fujian Province

. Measures for the Control of Pollution from Electronic
Information Products
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No non-compliance with relevant laws and regulations that have
a significant impact on the Group relating to air and greenhouse
gas emissions, discharges into water and land, and generation of
hazardous and non-hazardous waste had been identified during
the Reporting Period.

As stated under “The Group's Sustainability Mission and Vision”
section, the Group realised that many times, simple yet efficient
resource-saving ideas come directly from frontline staff. The
following is one proposal initiated by an engineer that was
adopted by the Group during August 2018.

Related Topic Identified problems
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Proposed solutions

BREBALE

Behavioural changes - starting with e low utilisation for single-sided printing

incremental improvements one can BEETHHFARE
easily make

TANE-HAESEEOMER ¢ large amount of colour printing, and high

WERRS consumption of toner
YBITHNEREHEES

e advocating double-sided printing as far as
possible, folding printed paper in half, nailing
unused parts to make notebooks
RERFAETEEITE - HITITIM - BARE
REBRTRELE

e using black-and-white printing unless colour

e alot of waste paper being discarded and wasted printing needed

AEBRBERIRE

e high consumption of shoe covers

BEEHRRS

e wastage of drinking water

KANIRRE

ERRBITHRAERYEITNIN)

e using waste paper as fillers for couriers, or
making them into small collection boxes for
stationery such as paper clips, staples, and
erasers
BREAERARENERY - SHESEERE
Tt $TE4] RGBS AR/ A

e reusing shoe covers if not broken

MEEDEESE - BETERER

e using wasted drinking water to water potted
plants
BRHRBNFAKREERH
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A1. Emissions

AT.1 Air Emissions

Compared with the Last Reporting Period, the
same categories of air pollutants and similar control
procedures were identified during the Reporting
Period, including ozone depletion substances from
application of pesticide; ozone depletion and global
warming substances from usage of air conditioning,
usage of fire extinguisher, and application of aerosols;
global warming and harmful respiratory substances
from smoking and vehicle fuel combustion; ozone
depletion substances from detergents usage and
chemicals leakage; and global warming substances
from electronic appliances.

The Group continues to apply the emission reduction
and control scheme to manage emissions of the above
air pollutants. For example, the Group has established
a designated semi-enclosed space for smokers, and
smoking is strictly prohibited within any other areas
onsite.

Manufacturing Air Emission

The manufacturing process did not generate major
air emissions other than fumes and particulates from
hand welding processes, as well as inorganic and
organic chemicals. They were collected and ventilated
through designated pipes, and the concentration level
was below the permissible level set by the GB16297-
1996 Integrated Emission Standards of Air Pollutants.
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Vehicle Operation and Emissions BHEEIT R

Passenger cars operated on gasoline was used for AEEBESTRANREEFER S

daily business operations. Their combustion generated HEITEE - ABHREEESZERE

several air emissions include nitrogen oxides (NO), £ BEEAE/LHNO) - Halty

sulphur oxides (SO and respiratory suspended (SOX)&IJ?D&%%}‘?%EHW(PM)O

particles (PM).

Air emissions (non-GHG) from the vehicle

operations
EREENERERGERERE)
NO, (kg) PM (kg) SO, (kg)

Mobile fuel source AGLY WRETENY mEy
ERRERR (F%) (Fm) (Fz)
Gasoline and diesel Y h M SE 245.87 6.61 0.95
Note: Emission factors for calculations on M5 : B R E SR - AR EFIBIE

environmental parameters throughout the RQEETE PR B IR ES

report were made reference to Appendix 27 of REBZGREEFRERA A

the Main Board Listing Rules and their referred HER FTER AR+ %

documentation as set out by Hong Kong HERET{HEL -

Exchanges and Clearing Limited, unless stated

otherwise.

A1.2 Greenhouse Gas (GHG) Emissions Al.2 B = atn

Greenhouse gas (GHG) emissions were generated SBEEEN Y EEES S B TER
directly from the consumption of stationary fuel (i.e. BB ABRR) ~ BE et (an
LPG), the mobile fuel (i.e. gasoline for group-owned AR EEFTA BN Em) B EEE
vehicles), and fugitive emissions from refrigerants. AR B8LA B R st e - R =
Indirect GHG emissions—due to the Group's activity A AR AEERE TS
but owned or controlled by another entity—were Boird A ERELE - TESAEES
also generated from the consumption of purchased HHFE ~ INTAKRITGK - DA R EE4R
electricity, processing of freshwater and sewage, and 1HIE o
landfilling of waste papers.
There were 22,540.72 tonnes of carbon dioxide REREHAR » ANEBEZEMNELDN
equivalent (CO,, ) GHG (mainly carbon dioxide, ZRERERCO, RERE(EE
methane and nitrous oxide) emitted from the Group'’s Bogik REE—E/t—R)E
operation during the Reporting Period. The overall 22,540.7208 o 7K £ [B] 48 B 3B = 4m e
intensity of the GHG emissions for the Group was 5&;‘55(5&}]37/%$ﬁ>{{o_35u¢gco26qv’
0.35 tCO,,,/m? or 8.91 tCO, per million pieces of ﬁﬁ%#a%%&s.w@com o
sold products. The overall intensity achieved a 32% RO EE QI ENEEZER F—3R

reduction compared to the Last Reporting Period £ HARS 232 % o
measuring by sold products.
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The GHG reported included following activities and R AEREBENTNESNE

scope: :

e Direct (scope 1) GHG emissions from the o EHEAH RLEHIEFENREA
consumption of gasoline and diesel for vehicles, IRBEANEE(BEN)RE
and the application of refrigerants; RESHERL

e Energy indirect (scope 2) GHG emissions from o HBEELMREE(EE2)R
purchased electricity; ERABHEAN

e Other indirect (scope 3) GHG emissions from o METEBSER - WMHIRKET
business air travel, municipal freshwater and KINI - VA K R 3B 0y 3 35 1E 48
sewage processing, and paper disposal to HoREEMEMEE(HEE3)R
landfills. ERASHEAN

GHG GHG
Emission  Sub-total  emission
(tc0,)  (tco,) (%)
BERE

234 Mt BRERE

Scope of GHG emissions Emission sources (=8 (E=%t B

RERBENEE HHRR HEE) BEE) (%)

Scope 1 Direct emission Combustion of fuels in mobiles sources' Diesel 7919  9,255.62 41%

#E1 BEEEN BB IOR Eii

Petrol 90.43
i
Release of refrigerants from the R22 9,086
operation of equipment and
systems?

REREREFELORSHER

Scope 2 Energy indirect emission Purchased electricity® 13,091.35  13,091.35 58%
BE2  BEREEHR BE
Scope 3 Other indirect emission Paper waste disposed at landfills 21.03 193.75 1%
#E3  HbEEHR IARHER B

Electricity used for processing fresh water by 50.77

government departments/third parties
BTEr,/ = A BRI AKAOE N
Electricity used for processing sewage by 25.57
government departments/third parties
BREM,/ E=AARMIFKNEN
Business air travel by employees* 96.38
EEMERBER
Total 22,540.72 100%
st

10



Note 1: Emission factors were made reference to
Appendix 27 of the Main Board Listing Rules
and their referred documentation as set
out by Hong Kong Exchanges and Clearing
Limited, unless stated otherwise.

Note 2: The activity data of the refrigerant was
estimated according to the refrigerant
replacement rate for all refrigerant-consuming
equipment. Emission factors for R22/HCFC-
22 application were based on the Fifth
Assessment Report (AR5) for GWP values for
100-year time horizon - 1,760 kg CO,,. per
kg of R22.

Note 3: Combined margin emission factor of 0.70285
tCO,/MWh was used for purchased electricity
in Fujian, China.

Note 4: Emissions were calculated using the online
tool provided by International Civil Aviation
Organisation.

AT1.3 Hazardous Waste

The Group generated a total of 7.03 tonnes of
hazardous waste during the Reporting Period. The
Group manages its solid waste under the guidance
of the comprehensive Environmental Management
System, the waste management procedure set out
procedures for waste sorting, internal transfer, storage
and disposal. Waste products are handled under strict
procedures in a controlled environment by qualified
and experienced personnel. All hazardous waste has
been managed per “Standard for Pollution Control on
Hazardous Waste Storage” (GB18597-2001), as well
as the Group’s Management Procedures for Hazardous
Chemicals.
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BIFE1 © BR=AHBIN - FEETS
DEYNBRR G LEEFR
BIR R A TR _E AR B
ﬁﬁ:ﬂ—t&ﬁ%%%fﬂ’ﬁ

MisE2 - BURE 2 EEEUE YR K
FrAERLE ERELENER
REIE B REE o {FHR22/
HCFC-22M) BE R R BUIR 58
FIRBIEHFERE (ARS)
FE100EGWPESTE — &
F ®R2248 & #1,760F =
COZeq. °

FHEE3 : o B4R R 4 B4R 2 F
8 15 kR BB K BB
0.70285MF — /L f

BifRE4 : BESRPERER A EIRR R f AE A
REMERTIAHE -

Al 3 HEFEEY

RIRERRE - AEEEEAE£ET.03
WERH EREEY - ARERBREIR
SERBREREEREREY  BE
MERRFHIIEY D EALERT
HREENET - BEELAGER
BEBEEMHABRIITREPIRE
BRIEMRFEITRE - TEAEREE
W TR fE B8 R 0 BT A7 )5 2R 4 IS
#E | (GB18597-2001) A M AR E BT
SIEERERRFER -
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Hazardous waste was later transferred by external
qualified handlers, with whom the Group signed
up the Contract for Safe Disposal of Industrial
Hazardous Wastes. The contract strictly formulated the
responsibilities of the external handlers, including such
as transportation safety requirement, Hazardous Waste

EEEEYEEBINEEEREER
B AEEBEHEEITESREY
ZERERTIERBERE - AR
EREHIEIBEESNET - B
BRTEER  BEEEMES MG
naﬁk/\r °

Transfer Documents recording requirement.

Waste amount

Waste management

BRNEE

Hazardous waste type (tonnes)  Waste handler Waste treatment method

RERRNER BENEMW) BEVEEH BENEER

Waste containers of organic solvent 0.01  Suppliers Supplies reuse

ERMAEIR HER HEMBNA

Waste cloth with machine oil 0.14  Fujian Solid Waste Treatment Co., Ltd. Solvents treatment

AR RREEBENEEERA RERR

Waste ink and paints 0.20

B LA R%

Cleansing chemicals 1.02 High-temperature treatment

eyl RREE

Waste cloth with organic solvent 5.50

B BRIEEINER

Waste batteries 0.07  Shenzhen Taili Waste Battery Recycling Deep well injection

BT Technology Co., Ltd. RIFEE
MHRNEESHERREERA

Electronic waste (e.g., printer cartridge) 0.04  Fujian Hairong Environmental Protection Downstream recycling

ETEE(THRER) Technology Co., Ltd. THEK
BREBRRERRRERAH

Waste pharmaceutical products 0.06  Fujian Solid Waste Treatment Co., Ltd. High-temperature treatment

BEYER

RREERBENEEERAF

BRI

The overall intensity of the hazardous waste for

AEEEEEEMNEETE AR
%#E%Emomw@'ﬁt—ﬁ%

the Group was 0.003 tonnes per million pieces of
sold products, similar to the Last Reporting Period.
However, more waste cloth with organic solvent was
generated during the Reporting Period, possibly due to
increased production volume.

HAREARLL © SAT - AT RE ARG ANV E
B REEHHELTEZHLER
HOREIRREA ©
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A1.4 Non-hazardous Waste Al.4 FEEZREEY)

The Group generated a total of 948.74 tonnes of R E Ml REED EE RS

non-hazardous waste during the Reporting Period. 948 7AMEM) M EEEY) - THEFE

Sources of industrial waste were from production YMIBNEES  BXEABEREER

lines and were mainly metal and plastic scraps. They BER o R E T ERIE T WE ST

were collected by designated handlers for downstream TR o EfbEEREEY) T B RIE

recycling. Other non-hazardous waste mainly included BER R REHHEEZEY) -

waste papers and organic waste from the canteen.

Waste management

BENER
Waste amount
Non-hazardous waste type (tonnes)  Waste handler Waste treatment method
BREREWER BENEM) BENERER BENERR
Waste metal 25.45  Fuzhou Microparticle Plastics Downstream recycling
BB Technology Co., Ltd. ThEK
BMNGRERBRERAR
Waste plastics 449.58 Downstream recycling
aEae TR
Non-office waste paper (e.g., newspapers) 473.71 Downstream recycling
FEM R (3R TR
The overall intensity of the non-hazardous waste for FEBERSERYNEAREELRER
the Group was 0.38 tonnes per million pieces of sold BB EEMO.38ME B _E—REH
products, a slight increase from the Last Reporting RS R - RN RRS BHE
Period. This was due to more detailed measurement W7 ERFENER - N LE—RE
implemented for the Reporting Period, as the non- RN AR R ABEEESE
office waste paper was not recorded during the Last -
Reporting Period.
A1.5 Measures to Mitigate Emissions A5 BRI E
The direct emissions generated onsite were RIS EREENBRYEBSEES
mitigated via various controlling measurement such EE(NABERILERER - EEM
as substituting with cleaner chemicals, reinforcing CRAERE C HEE T FNE - REA
proper maintenance, educating employees to quit HE - HIEERERTEASEEA
smoking, promoting public transportation, formulating REBEMER  #EmHRITE - FIE
management regulations to use Group's vehicles FEERER  SEPE  mEIR
reasonably, avoiding high-speeding, reducing car air IR 3G 58 15 5 B B ) SR AR o
conditioner usage, encouraging car-pooling, providing
training and awareness raising to employees.
Two of the largest sources of GHG emissions for the REEBHPRAREREBRRARE
Group were the application of refrigerant and the RERBIRES - HEAEITHE$#
purchased electricity. Proper maintenance was applied ERETVENBULEIR - A%
to air-conditioners to reduce unnecessary leakage of B RHE S E ARE SR B ERLE
refrigerant. The Group is also evaluating the feasibility BIRIATIE ©

of introducing large-scale deployment of photovoltaic
electricity generation.

13
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AT1.6 Wastes Reduction and Initiatives

To reduce generation of both hazardous and non-
hazardous waste during the Reporting Period, a
“reduce, reuse, and recycle” waste treatment hierarchy
has been implemented. For example,

- Reduce: source reduction on hazardous and
non-hazardous waste generation was further
implemented, 2018 witnessed a more mature
and wider application of DingDing office system
to reduce paper usage;

— Reuse: the Group further promoted pro-
environmental behaviours among staff to reuse
reusable waste. Canteen utilised reusable
tableware instead of providing disposable ones;

—  Recycle: qualified recycling companies were
involved in recycling waste to divert waste from
landfills.

As a major production waste, the waste tin slag
has been recycled, following the “turn waste into
treasure” principle. The waste tin slag has been
collected by a designated external handler in Shenzhen
downstream for recycling. The Group signed the
Environmental Protection Agreement on Waste Tin
Slag Recycling with the handler, to ensure that the
waste tin slag was transferred, stored, and transported
in an environmental-benign and safe manner. The
waste battery products were also collected by a
technology company in Shenzhen. Other waste metal
and waste plastic products such as ABS products, PVC
packs, PS boxes, waste paper and waste newspaper,
metal boxes, plastic tubes were also recycled by
specific waste handlers.

A1.6 8RB B

ARBEHRBREAEREETER
Y BEITORE - B EREE]
FEMRIZER - BPIfE

- RE: BE-TEBRKIIRE
ERIVELEEEREERER
W 2018F - T TIRRERS
FRAN B EEE - KWK
THIRGER

- B AEERBEIMRRER
BREFETR - LERBEA
BEHRERNEREY RERM
AEEEANERMIERME—

RIEEHR

- BERBE: AEBHNEKRAF
ETA IR ERY - NEBT
TIRIBGHRER Y

ERTELEREY  EHECKE
W BERIEEREIRA - BEH
BE BRI TR EIIEE MBI IE 75
SELAHEIW - AEBBEE TV
FEBBBIRR M - RIREESE
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B o BEEME BRI —ERE
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A2. Use of Resources A2. EREH
A2.1 Energy Consumption A2.1 BEJFR B FE
Total electricity consumption by the Group was AEEMBEFEEE518,626,100.80
18,626,100.80 Kilowatt-hour (kWh). Summing up all TRE - INEFBEER(ENEREIE
energy sources (both electricity and non-electricity BHEER)  AEENBEEERS
types of energy), the overall energy intensity for the EAEFFAK285.90F ELH -

Group was 285.90 kWh/m?.

Consumption Intensity
Direct electricity (kwh) (kWh/m?)
consumption HEE BE(TERE
EEREE (TRE) EFHXK)
Scud Electronics RERET 12,355,866.00 246.00
Scud Battery REMRE 6,270,234.80 420.40
Total et 18,626,100.80 285.90
Consumption of gasoline and diesel were also RS HEBRENNATER B
presented in kWh unit. Combining all different types 2% EEMERNAE TR
of energy used (electricity, gasoline, and diesel) and AWEER(E N Am Kkl
converting to kWh unit, the total consumption was EMAETRREN BEKER
19,209,598.10 kWh; with an overall intensity of 19,209,598.10 F FLBF - BERE A
294.90 kWh/m2, or 760 kWh per million pieces of TBF FK2490FEE KEBHE
sold products. The overall intensity achieved a 45% HESEMIGOTER « 8 F—3E
reduction compared to the Last Reporting Period HARMEL - REEEME - BERE
measuring by sold products. JHA45% o

Indirect consumption

Energy source Direct consumption (in kwh)

HER HEHE BEEE(TERR)

Gasoline b 33,548.80 (liter)(F+) 297,297.80

Diesel 4 28,624.70 (liter)(F1) 286,199.50

Total @t 583,497.30

Note: Conversion factors were made reference to MIsE : BRI L EIEAR RS
IEA Energy Statistics Manual and 2006 IPCC 5+ F it %2006 IPCCEI 8
Guidelines for National Greenhouse Gas EREBERBIEL -
Inventories.
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A2.2 Water Consumption A2.2 FEKE
The total water consumption for the Group was RNEBMALFEKE A126,138.205 17
126,138.20 m3. Water used in both operational sites oK o B RN E LB IS P TS F MY 7K AR
was sourced from municipal tap-water. No issues on BB ERK - RBEHR > vES
sourcing water were reported during the Reporting MACBRIENRE o KD HARNEE
Period. Water has been consumed for manufacturing RHERS o

and domestic purposes.

Water
consumption Intensity
(m3) (m3/m?)

Site KB RE
B (IEXK) (ZFEKFHK)
Scud Electronics RERSE 102,072.20 2.03
Scud Battery RERRE 24,066.00 1.61
Total @et 126,138.20 1.94
Wastewater BEK
The production lines did not generate wastewater. EEGADEERK - KBRISIE
The domestic wastewater was discharged to the BiE - EVRBEKBEMERIER - #17
Water Bureau for centralised processing after onsite SRR o RIGEEKEIRMRIZ I E B
treatment with septic tanks. The onsite wastewater EEREZ I MEBTRAAEKRZH
treatment process was monitored regularly and third- (BlpH ~ BZERE - 2R - LTS
party reports showed that all wastewater parameters ERIEETEE)EHGB8I78-1996
(i.e. pH, Suspended Solids (SS), ammonia nitrogen, JAKEEE IR ER FTHREN -

Biochemical Oxygen Demand (BOD), and Chemical
Oxygen Demand (COD)) were within the permissible
level of GB8978-1996 Integrated Wastewater
Discharge Standard.

16



SCUD GROUP LIMITED
REREEBRAT

ESG REPORT
B HBREAKRE

A ——————=
A2.3 Energy Use Efficiency Initiatives A2.3 BENRIE R a5t &

The Group formulated the Energy and Resource RE B G E IR E JRE IR IE AT

Management Procedure to ensure the rational use of
the Company’s energy and resources. In September
2018, the Group has completed the “negative pressure
energy-saving renovation”. Before the renovation,
pressure of workshop equipment was provided by
air compressors and vacuum generators. While after

renovation, the following results have been estimated.

REBERAARMERRER ° 1
2018598 « NEE B TKI & FEH
BERUE | o IBGERT - BEREREE
ThER 7 R AR N B 2R B A R AR
MR BGE% - HETERIAT »

Comparison Before renovation After renovation Renovation results
a3 &R BE# BEEER
Description Four 110 kW air compressors ~ Two workshops now utilised ~ The retired air compressor
it were needed for six a negative pressure system, is now used as a standby
workshops. a total of three air machine.
NEEEEBENENOTR compressors are needed KB 2 R IR S R {E
7= RBHEH - for six workshops. BRI -

MEEERSER—EAE

Energy consumption 274,560 kWh per month

27 NEERFR
AH=EERERK -

219,648 kWh per month

BREREE FH274,560 T RIS FH219,648 T BB
Energy saving N/A N/A
Efie TEA TNEHA

N/A
TER

54,912 kWh per month
FAS4912T R
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A2.4 Water Use Efficiency Initiatives A2.4 Fkxlzat &l
The Group continuously conserves water resources. REBZHEREKER - BETRE
Compared with energy saving, water saving initiatives o EKEBEESRITARE
focused more on the behavioural change (e.g., “turning [ ABEKE]) - EEFIAREKE
off the tap as you go”), reusing overnight drinking JETEY) o BEFAHIE AT EKERE

water to watering plants. In detail, the following water
saving schemes have been formulated:

e Employees have the obligations to make rational e EEBEMFAERKKELK
use of water and save water resources; IR

e Drinking water is prohibited to be used for other o ZIFBHKAKAREMAR
purposes such as cleaning; BHlanE 2R

e Custodians shall save water resources during daily e REABENABBRFEHN
cleaning; KEIR

e Maintenance of pipelines, valves, joints and . %TE. BP9 BB NETEE
fixtures are carried out regularly to ensure any EITEHEE UERER
leakage and damage are repaired and/or replaced %Efl%&/ﬁi*a*ﬁ&'ﬁiﬂfﬁﬁﬂé
in time. =

A2.5 Packaging Material A2.5 BT

A total amount of 74,175.86 tonnes of packaging BREHEERENBREMBRE A

materials were consumed during the Reporting 74,175.86MF - KB BERMBBS

Period. Most packaging materials contain renewable ETRAIHERME - 4R REDE 4

raw materials. Pulp is made of plant fibres. Other B o HAth B EEM BB $EPS/PP/PET

packaging materials, including PS/PP/PET (raw (FEABEARME)) Ty Al =Wt

materials for pallet testing) were made from recyclable BB - REBILABEIRERKE

materials. The Group also pays special attention to the MRNZ 2 REE - fTEEAY#ET

safety and sanitation of canteen packaging materials, WEDRES ©

all tableware has undergone high-temperature
disinfection.
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The intensity of the packaging materials used by Scud
Electronics and Scud Battery was 2.93 tonnes and 0.005
tonnes per million pieces of sold products, respectively.
A reduction of 77% and 67% have been achieved on
the packaging intensity for Scud Electronics and Scud
Battery, respectively. Internal benchmark shall not be
performed between the two operations due to the
different types of goods produced.

Consumption of

SCUD GROUP LIMITED
REREEBRAT

ESG REPORT
I&iﬁ q‘ié& ‘\A-*Fﬁlzu

RERETRREREMMAABEK
MENEBEES N AEEEHEEER
2.93M4 }20.005M8 > 7R E B EF R R

EHMBREEDBIFET7%
K67% ° BN A E E a0 BB BT
[l - % M TR AR 1 e e A P B
# o

Consumption of

paper-based plastic-based

packaging materials  packaging materials

(tonnes) (tonnes)
Site HEBEMRHN EREEMBHN
B AT SEFEE (W) SHFEE (WE)
Scud Electronics RERRE 769.60 73,393.80
Scud Battery RERREM 12.20 0.26
Total et 781.80 73,394.06
A3. The Environment and Natural Resources RERRRER

A3.1 Significant Impacts of Activities on the Environment

The Group's operation did not cause significant
adverse impacts on the environment and natural
resources. The Group continuously monitors air
emission, wastewater discharge, and noise level
to ensure minimum impacts on the surrounding
environment and creation of a healthier environment
for its workers. The Group did not receive any
complaints from the surrounding community regarding
air pollution, odor, noise, or night light pollution.

The Group has specifically reinforced following
electricity consumption management schemes during
the Reporting Period:

o Provide education to employees to raise their
awareness of energy conservation. Put up energy-
saving stickers next to light switches to remind
electricity-saving behaviours such as “turning off
the lights and machine when leaving”;

A3 REBHRENEAZE
AEEMELELRERRERBRER
EREATNEE - ARBEEEEE
FERBEM ~ BEKBEU R B R AR
REEREHFSRENFELR/E
TAEEERFENIRE - AEELR
BASHREIZERTR - RKRER
)5 R ARRE M (R R

AREBPRREREFRIRIEETIAT
HFEEIRETE

o AREBRHEI URAESE
E’\Jﬁﬁéﬁ%é‘% KPR RALES
%%Mh@if)\%kﬁ&&?ﬂ

é@éJ IR

dﬂﬂi
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When not in use for a long time (e.g. over 30
minutes), office equipment such as computers,
printers, photocopiers, and fax machines
should be turned off to reduce standby power
consumption;

All departments should implement “turning off
power supply when leaving” (including lights,
fans, air conditioners, and other electrical
appliances). Operating workers of production
lines should turn off power when they are not in
use;

Air conditioning can only be used in office
areas when the temperature reaches 28 degrees
Celsius;

Minimise unnecessary lighting in public areas
in the building (e.g. corridors in the production
workshops, toilets, tea rooms, reception areas)
and maximise natural lighting whenever possible;

Improve the utilisation rate of equipment (such
as increasing the load rate of transformers and
motors, improving the utilisation rate of electric
heating equipment);

Electricians should regularly check electrical
equipment, switch boxes should be equipped
with leakage protection, any power loss caused
by leakage and/or poor wire contact should be
avoided.

EMAERE(MER - 4TEH
- EEREEER) REBET
AR (R B30 88 ) - BRI
IAPR R AT HERERE

EEFIERITIAERK] (B21E
BRB =8 REMESD
&) - EEGBRETIAER
BEETREFER

EREEN R AR TR E
28K EEEA

REREBERBFAKRIE ST K
ERAPIMEEER - |
B RE - BEENER) &
FAIRER AL BRI

)

278 85 L PR 5 (B0 2
EREBENAEE  REE
WEEFIAE):

BETIRTEHNREENRE
HERLEERERERE
BRARENEREBTIRE
FXEVEAAIE N IRHE -
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B1. Employment and labour practices Bl. EERZEIER
The Group stringently complies with national and local REBBRKBRETEMARELE IEHROH
laws and regulations concerning employment and labour REMFTERE  BREETRRATEHE

practices, including but not limited to the followings:

e Labour Law of the PRC o REEENE
e Labour Contract Law of the PRC o  HEYFHAERE
e Law of the PRC on the Protection of Rights and ° B R RS IR BE R

Interests of Women

e Law of the PRC on the Protection of Minors o KR F AREZE

. Law of the PRC on the Protection of Disabled Persons . AR R AMRRE SR

e  Trade Union Law of the PRC ° R TI &k

e Social insurance law of the PRC o EIMERBIE

e Special Rules on the Labor Protection of Female o  TRMTHERERFET
Employees

e Regulation on Paid Annual Leave for Employees o B TEHFRERIEG

e Provisions on the Prohibition of Using Child Labor o HIMFHREIMRT

No non-compliance with relevant laws and regulations RRERE - MEEREBEENERE -

that have a significant impact on the Group relating to MEREM - TERRE - (REER - 5%

compensation and dismissal, recruitment and promotion, e S RIERAREMER R

working hours, rest periods, equal opportunity, diversity, BEHAEEBEEAZEZBEEENE

anti-discrimination, and other benefits and welfare had oo

been identified during the Reporting Period.
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B1.1 Employment

The Group had a total number of 2,652 employees
as of 31 December 2018. All of them are full-time
employees. 2,476 employees left the Group in 2018,
contributing to the turnover rate of 93.9%. A slightly
higher turnover rate was observed for the Reporting
Period compared with the Last Reporting Period. The
Group has been continuously providing better welfare,
more training opportunities, and better working
environment to improve retention, nevertheless, the
high turnover rate is a common phenomenon in
manufacturing industry.

The Staff Manual was not updated during the
Reporting Period. It continues to lay out the
recruitment policy, remuneration policy, compensation
and dismissal policy, promotion policy, holiday/paid/
sick/compassionate leave policies, working attendance
policy, appraisal, rewarding and penalty, development
and training, employees’ communication, and
occupational health and safety.

Compensation and Dismissal

There were no major changes on policies regarding
employees’ compensation. The Group continues to
provide a competitive salary for employees, which
includes basic salary, bonus, special allowance,
overtime allowance, and an extra stipend when
applicable. The remuneration structure is “merit-based”
and is set objectively based on the personnel’s position
and performance. The termination of a labour contract
includes different types and categories, such as
resignation, dismissal, and termination under various
situations.

B1.1 {&1§

HE2018F12A318  AEEHE
2652%EE - FTEEREHAZEBE
8 o FA2018%F - 2,476/ BEEBAX
£B - ABRKLLERIZEIZI% o K
R E—ESREEE - RS EHRSSE
HEREABMALE - REE—F
BARTE B EHeEN - B8
BFlge Rk EFHTIERENIESSB
BEEZERRR -

¥R EHIRE - 8 T F i 3 4 A o
% T A A B FE B TR I UK - B A
BOR - MENBEBCR - ETEF
R A WmHAE R HERE
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BRI REBBRBEELER
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MmENEE
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BEREESRHEENT XK BEE
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Recruitment and Promotion

The recruitment procedure has not updated during
the Reporting Period other than updating the clause
on personal ID identification techniques. The Group
now categorised background ID check into “first

generation ID card”, “second generation ID card”, and
“identification by local police department”.

The appraisal, promotion, and rewarding and penalty
system still upholds the basic principle of “everyone
is equal”. All employees have the opportunity to be
promoted if they show the talents and suitability for a
certain position.

Benefits and Welfare

There were no major changes on policies regarding
employees’ benefits and welfare. Basic compensation
and benefits package include minimum wages,
legally mandated breaks, holidays, social insurance
and pension. Employees are entitled to paid annual
leave, sick leave, marriage leave, compassionate
leave, maternity leave, paternity leave, injury leave,
compensation leave and breastfeeding breaks.

During the Reporting Period, the Group has
strengthened personal safety management and
dormitory sanitary regulation, in order to create
a safe and clean environment for all employees.
Correspondingly, the Dormitory Management
Regulation has been revised extensively. All staff
accommodating on-site must strictly abide by the
regulation.

According to the equal opportunity and non-
discrimination implemented throughout the
recruitment processes, the Group indeed embraces
diversified employee profiles, with staff coming
from all over China. With such a diverse cultural
background and personal hygienic practice, the Group
has formulated a new Enlighted Dormitory Evaluation
Scheme to incentivise employees for better dormitory
management. The evaluation has been carried
out monthly, the winning dorms obtain following
monetary incentive.
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Prize awarded Incentive

#®18 2R

First prize All dorm members will be rewarded with Renminbi (RMB) 300 in cash per person, or a

— &% supermarket gift card of the same value; or some other gifts of the same value.
FBESKERSEERS ARKE300T  KEEBHEMRT  AHMEERER -

Second prize All dorm members will be rewarded with RMB200 in cash per person, or a supermarket

-3 gift card of the same value; or some other gifts of the same value.
FIETEEKEREBERE ARK200T - AFEEMEmT + HHMEEER -

Third prize All dorm members will be rewarded with RMB100 in cash per person, or a supermarket

—EHE gift card of the same value; or some other gifts of the same value.

PETEEKERE AR ARKI00T - KFEBTER R AEMFERSR -

Equal Opportunity and Non-discrimination HEERERESR

The Group has revised the Control Procedure on RERERR - AEED RBIEFTEL
Prohibition of Forced Labour, Discrimination and EEIBT - R R LIRS PR B A%
Workplace Harassment extensively during the IR - FFM S - BTN T
Reporting Period. In detail, the procedure stipulates RA

the following rules:

e Employees are not discriminated against or e EETEFRR/EMR - B -
deprived of opportunities based on gender, HiEER  THRED BUaE
nationality, ethnic background, religion, political = Fhe MR BEMKR -
affiliation, age, gender, marital status, pregnancy EEMRN - R R T EE
status, veteran status, and physical disability; R HERREHERE

e The Group is prohibited to interfere with e AEEZEITHREENTHIE
employees’ religious beliefs and customs. At MEBER - RF - 1‘51%5:‘;511E
the same time, employees’ rights should be BrERER LEglE B
safeguarded concerning their ethnic groups, B REGEM BR - IEEU‘
social strata, nationality, religion, disability, MEm - I EHH KRB
gender, sexual orientation, trade union members HRBERABEEER

status, and political affiliation needs;

e Equal opportunity is provided to all employees o  RBEE.EA - FEME - HFI-
and no one is discriminated against the above BERLKEMBAEMNE FIEE
mentioned aspects in respect of employment, EReNEAMITERE LTS
promotion, appraisal, training, development and EEMX IR

other aspects;



e The Group is prohibited to carry out compulsory
pregnancy test for employees. Reasonable job
adjustments are provided for female workers
during their pregnancy, ensuring they are not
engaged in work that could potentially pose them
to a risk on the health. The Group is prohibited
to terminate the employment contract due to
pregnancy;

e  Protect the right to employment of HBsAg

carriers;

. Sexual harassment in the workplace, living areas,
and public places is strictly prohibited. Sexual
harassment encompasses a range of behaviours
including but not limited to sex discrimination,
sexual harassment, sexual assault, sexual coercion,
sexual exploitation, relationship violence, stalking
and/or acts perpetrated against a person’s will or
when a person is incapable of giving consent.

Upon finding or confronting with any violation or
suspected violation against the rules laid out in the
procedure, employees can directly report the incident
to a trade union representative, their department
head, and/or higher management members. For each
reported incident:

e The person in charge should deal with each
incident promptly and fairly, when necessary, the
case needs to be transferred to law enforcement
department;

e During the process of handling complaints, the
Group should protect the privacy of the infringed
parties;

e All complaints should be recorded and
investigated by designated delegates from the
management team. Oral or written replies to the
complaints should be given within 15 days.

1215
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Total Workforce (Number of employees)
By Employee Category
ZESERSZ Dz (BEAR) BLEED

30

M Senior management M Middle management B Frontline and other staff
SRERE HRERE AiAR N B4 8 T

Total Workforce (Number of employees)
By Age Group
rFERAENS Dz (BEAR) REBH

108-| "

W <=25 M26-35 M36-45 46-55 M >=56
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Total Workforce (Number of employees)
By Gender

M Male M Female
54 pegis

Total Workforce (Number of employees)
By Region
rEHIT 2 (BEAR) REHDH

1

B Mainland China ¥ the Republic of Korea
o B R RE PR
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Frontline and other staff

RN EMET

Middle management
PRERRE

Senior management
BREERE

>=56

46-55

36-45

26-35

<=25

Total Turnover Rate By Employee Category
REEHEAE DB ANERKLEE

101%

27%

0% 20% 40% 60% 80% 100% 120%

Total Turnover Rate By Age Group
WERAR B DB ABERKIEER

147 %

120% 160%

140%

0% 20% 40% 60% 80% 100%
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Total Turnover Rate By Gender
BRI B D B ANERKEER

Feg‘za,'l_i‘f 84%
75% 80% 85% 90% 95% 100%
Total Turnover Rate By Region
ReHEoNBEAERKLER
Jag%” 100%

Mainland China
b B AE 93%

90% 92% 94% 96% 98% 100% 102%
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B1.2 Employee Health and Safety

B1.2 EERFERZE

The Group highly values the importance of providing

a safe and accident-free working environment to

employees. For production lines, personal protection

equipment (PPE) was provided to all frontline staff.

PPE distributed
PEREAGERE

Function of the PPE
B A B ERE T RE

rEEREERARERE—(EZE
EE$WMI¢%*°%$Eﬁﬁ
5 DRAPAEARETRMETEAR
R

Distribution frequency

DBIAR

Antistatic painted mittens

DEHEFE

Activated carbon masks

ERAE

Plastic finger cover

BEHEE
Anti-static cloth
FrEFE R

Anti static hat
5 55 S5 1

Anti-static shoes

ik
Earplugs
EE=

Protective glasses

B AR 8%

Chemical-proof gloves

BE2EFE

Chemical-proof apron

P EEHE

Insulating gloves

BEFE

Insulating shoes

ek S 55

Anti-collision safety shoes

hiER2E

Required per SOP process
BEFEERIRFRIZME

To protect organic chemicals inhalation

REBHICBREAHRA

Required per SOP process
BEFEERIRFRIZME

To enter static electricity area

EABEES

To enter static electricity area
EABEES

To enter static electricity area
EABEE

To reduce noise

FRXERE

For welding posts

AREE I

To avoid in contact with corrosive
chemicals

alizd: ) {e g a=-tr

To avoid in contact with corrosive
chemicals

7L AE R et b 22 5

To avoid electric shock
yaplsES

To avoid electric shock

bifle:- S

To avoid any collision on foot
HATR B LRI REE

Monthly, or based on needs
AR FERTE

Based on needs

ERNFHE

Based on needs

Distributed when on board, or based
on needs

EERBRDE  RERS

Distributed when on board, or based

on needs

EERKDE  JERFR

Distributed when on board, or based

on needs

FEERBRDE - RENE

Based on needs

ERHE

Provided when on duty
B Rt

Re-distributed before exceeding
expiry date
S EATAR D #

Re-distributed before exceeding
expiry date
FHBERERDE

Re-distributed before exceeding
expiry date
FEBEATER Y B

Re-distributed before exceeding
expiry date
B E AR RS B

Distributed when on board, or based
on needs

EEBRDE  RENF2




During the Reporting Period, the Group extensively
invested in safety production and a total of over RMB6
million was spent to provide a cleaner and safer work
environment for employees, with a focus on following
areas:

o Improvement and maintenance of safety and PPE
and facilities;

e Upgrading of emergency equipment and
increasing expenditure on emergency drill;

e Assessment, monitoring and rectification of major
hazard sources;

. Inspection, consulting, evaluation, and
standardisation of production safety;

e Education and training for safety production;

. Updating PPE for frontline workers;

e New standards, new technologies and new
equipment applicable to safety production;

e Inspection of safety facilities and special
equipment; and

. Increasing other expenditures directly related to
safe production.
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Formal management plan on Health and Safety BEZE2EEHEZNTBENTEHE
Management Program Performance Assessment NERE A BREHEET  UT A
was implemented during the Reporting Period, the B3 =P ([ ]
following is an example from the manufacturing
department:
Management plan
EEHE
Starting Ending
Unacceptable risks Targets Control schemes time time Results
THUEZER BE B&GHE HREE FREE £18
Spark splash in the 0 injury case Welders are trained regularly 1 January 2018 30 June 2018 Management plans
welding process (major injuries); and must wear protective glasses; 20181818 2018%6A308  all Implemented
BiERRR AT lessthan 2 cases  EEEETHEIIE - BWARE BRI HEE
each month ELSE
Not closing doors and (minor injuries) Periodically inspect the joints of buildings,
windows, the collapse IREEEH doors, windows, and pipes, any
of buildings, trees etc. (EAEZ): leakage is repaired in time;
ABMERET BASEHS  SALNZEHR THREET M EREBOEER
(EHE=E) REBEERE
All staff are organised to go through
safety knowledge training and fire
drills, at least once a year.
BEERDARMEETRIT-R%2
MBI RERE
Wire aging, improper 0 fire accidents Regular inspection of equipment and
use and maintenance ORNAEH wires, damaged, aging and exposed
of appliances equipment and wires should
BREl  ERFAREETE be replaced in time;

THRERERER B2 ZILR
RENRERBRERNER
Fire-fighting facilities are regularly
checked and well maintained,
to ensure 100% qualification rate;

TERRE REFRNFE - BIR100%H
ARE

Flammable and explosive products
shall not be stored within 10 meters of
hot work areas.
SMSHRERMEFHRANES
GETI0REER o
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The Group continues to implement the Regulations for
the Prevention and Control of Occupational Diseases
Management to secure employees’ health and
safety, which was not updated during the Reporting
Period. All employees are required to take part in
the Occupational Disease Prevention and Health
Knowledge training sessions. During the Reporting
Period, independent third party measured workshop
noise level and indoor air pollutants, which were
all within the permissible level set by the testing
standards.

The Group strictly follows relevant laws and
regulations such as Law of the PRC on the Prevention
and Control of Occupational Diseases, and Production
Safety Law of the PRC. To the best of the information
and knowledge of the directors of the Company,
there was no material non-compliance with relevant
laws and regulations that have a significant impact
on the Group relating to providing a safe working
environment and protecting employees from
occupational hazards.
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AEEEEE B ERE R R
- wREENRERRZE - EHRRN
BEMEER - MAEREHFS B
ZRIERT M AR B AT DRI - IR
SHHE - BUE =T REEREREBK
FREAZERDRY  BRETER
BIREIRTE B A FFKF o

AR B AR 8 ST B R A E K
TEZE2EEESREERER - 5
ARBEEMIRAREL  WEEX
TETERRERLETIEREMRE
BRETEBEEEMEMERLERM
BAREEEREATE

Occupational Health and Safety Data Scud Electronics Scud Battery
BERREZ2EE RERE T FRERRE M
Work related fatality BT EMEREME T 0 0
Lost days due to work injury ATEBERTERE 39 0
Work injury cases < 3 days TEEH<3K 2 0
Work injury cases > 3 days TEEH>3K 0
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B1.3 Development and Training B1.3 )& RI53

The Group provided comprehensive career AEBAREEREEEMNBEZER
development and training to employees. Training was H3l o £ TVER AR R TE ST Bl E B
conducted during working hours and according to HHET BT - z]:‘ilﬂ%ﬁﬁﬁﬁ{}fﬁ
the training plans constructed in advance. The Group AEBIEINEIREN - LEEREMNE
continues to follow internal Regulations on Training REBINEE - NS HAEFBEAS
Management to monitor the employees’ development JEBBFE RIS REE) o R
and training practices. The training carried out during BEAEFTEEFPHNER  BHETT
the Reporting Period mainly include general training — L EPIEIEG o Y EEBIE I
and technology-oriented training. Some tailored ERImMABRTRE RO TR :

training was also conducted as required by key clients
such as Huawei. Training topics varied according to
the job categories, with examples shown below:

Training requirement for job level

EAHBRNER
Job position Training topics Assistant Junior Intermediate Senior
TR BEAlEE BE IES ik B4
Mechanical engineer Equipment operation, maintenance and calibration y
HHIEM RiERE ERRE
Quality improvement process and data analysis method y

(e.g. seven techniques of quality control)
EERERRRABEMTHE(NHRESEHEI)
Quality management system and N
environmental management system
ESERRANREERER
Industrial engineer Lean manufacturing, 6sigma, Just-in-time (JIT) | N
TETHEM fRmiiE  UREE  ERHLEE(
Ergonomics | N
NETRE
Space layout and management | y
ZREBELRERE
Workshop production management N
and process management
ER4EEERNEEE
Operationa\ Research and System Engineering Application y
EEBRZHTIRER
System Simulation Logistics V
ESiE=tyiin
System engineering |
oI
Structural and electrical engineer Equipment operation, maintenance and calibration N | \
EERERIED HiERSE  ERRE
Analysis and Treatment of mal-functioning Equipment N \ \
HERENHITERZE
Product and process engineer Basic knowledge of electronic devices and circuits y
EMRTETEN ETRBRERNERAZ
Development of test equipment y
AnRiBnma
Development and management of test equipment V

ARRBOMAREE
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The Group has partnered with multiple educational AEBEDBRZRBERBELIE - UE
institutions to encourage employees further their EfEEEITEBTEVREEZND
studies and to create a corporate culture of life-long ¥ - A1ERBEIE  BEHEZE
learning. The cooperating institutes include: Fujian bt - BREEBERNSN BE2E
Institute of Education, Fujian Institute of Information BEAAZE  EIET MRS
Technology, Fujian Radio and Television University, B o
Dalian Institute of Technology, Minnan Institute of
Technology.
During the Reporting Period, 31,431 training hours RIREEIR - 23432 BB HitE =
were completed by a total of 2,343 employees. 31,431/ MBS o
Number of employees received training 25 J81E B AH 2,343
Total training hours Fes =S IANIES 31,431
By employment category ZIESHE
Senior management Number of employees received training 11
SRERAE 2NFH8EE A
Average training hours completed per employee 0.11
BHREETHEIIE TR E
Middle management Number of employees received training 355
PAREREAR 250 E B AS
Average training hours completed per employee 3.86
BEEE TR IR
Frontline & other staff Number of employees received training 1,977
AR R EME T 2NE0E B AB
Average training hours completed per employee 9.44

FHIEB TR0 FRE

By gender 75
Male Number of employees received training 1,620
B 2NFHI81E 8 AR
Average training hours completed per employee 8.40
FHRESTRE N TS
Female Number of employees received training 723
it 2INEHI81E B AR
Average training hours completed per employee 5.01

BHREETRE I TS
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B1.4 Labour Standards

As illustrated under section B1.1, background checks
have been performed when recruiting new employees.
No child labour, forced, or compulsory labour was
reported and/or identified within any sites of the
Group during the Reporting Period. There are no major
risks associated with incidents of child labor, forced or
compulsory labour within the Group’s operation sites.
No non-compliance with relevant laws and regulations
that have a significant impact on the Group relating to
preventing child and forced labour had been identified
during the Reporting Period.

The Group continues to apply the following aspects to
strictly follow labour standards:

e  Control at the system level: According to the
Group’s human resource management control
process, any child and forced labour is strictly
prohibited, and the responsibilities of the
relevant department and personnel in the various
recruitment process are clearly stated.

B1.4 &4 TER|

BN —EIFTR - BRI R B
EITESRHE - RBEHE - BER
AEBEMBSIHRE R, HBRNE
T #skeaas T - RAREEKE
SR MEEET - RHIKRE
ST EMHERNERAR - RS
Al SEERERBLET RREYS
THBHDER AR ME NEEEK
BEARE -

REBEFRERBIAT EEREETS
TR :

o HEEBMEZES : REBEAKEN
ANBEREBENRRF - BB
FHERMET KRGS B
PR THBHRFARARES
BHREAETHNEE -



e Control with high-technology: Before signing the
contract, the employees’ personal information
identification system was initiated, and the age
audit of the employees was performed.

e The humanistic care: An employee care centre
was established to help address the employees’
concerns, objectively and impartially react to the
feedback from staff, and take actions for any
violation reported and confirmed.

e Reference to third party information: After
obtaining the consent of the employees,
the Company checks the authenticity of the
information provided by employees by checking
with independent third parties and/or the
employees’ past employers.

The Group’s internal regulation also requests that
targeted training on labour standards should be
conducted for all new employees. Upon finding any
suspicious cases, the following procedures are to be
carried out:

. For first-time violations: discuss problems with
employees, analyse the causes, and propose
solutions. The case is followed-up to ensure
effectiveness of the implementation. At the
same time, such violations will be recorded in
the training systems and related documents to
prevent recurrence;

. For repeated violations: targeted counseling
is to be provided, with frequent and regular
supervision and records, as well as timely
assessment.

1215
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AXRE: @Y EBTHEFRD
HYEEMAEE FTEAL
WHFETHRELHRRE
IR ERITRIREITE -

SDEF=JEHN BFEER
Bk AREBYE=FR/
HEEMMEIZERERH
BERWAEEN -

REBR N AR E TR E ST H P H
R EHEITS TERIBRMNED - KB
RIEAREFR - BETATREF

HRERERTR EEERR
R AT R R e R R AR
TER - BRMFETTREE A ER
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B2. Operating Practices
B2.1 Supply Chain Management

The Group specifies basic conditions for its suppliers,
including sound production and management system
of the enterprise, technology and quality assurance
capacity. The Group conducts regular inspection
to suppliers to ensure that they have implemented
adequate management policies.

The social and environmental impacts of suppliers
are managed under the Responsible Business Alliance
(RBA) program and an internal Supplier Certification
and Management Guiding Principle. The latter
document specifies suppliers’ social responsibility
policy, environmental and occupational health and
safety policy etc. The social responsibility policy
requires supplier to respect human rights, law-abiding,
care for vulnerable groups, create a healthy and safe,
efficient and pleasant, harmonious and equal working
environment. In more detail, all suppliers should:

e  Strictly prohibit the use of any child labour or
acceptance of any suppliers/subcontractors who
use child labour or forced labour;

o Provide an equal and fair working environment,
prohibit any form of discrimination, and ensure
that the staff representatives can contact
employees freely;

o Provide reasonable wages and benefits, and
ensure to meet the staff basic demands;

o Follow relevant laws and regulations, do not
publish false advertising, non-infringement
events;

e Do not use metals from the “Conflict Mining
Areas”, and agree to accept Scud’s audit to the
raw metal source;

B2. &EEH|
B2.1 (HiEHEELE

AEBSHHEAREELRGNS - 8
REENEETEREEER - X
NEEREBES - AEEHEMER
ETERREURRESCERESR
B EIRHOR

HEBHHERRENFERBE (T
BEBRITAEM(REFITERR
BEITAER)ETER - KR—0X
HREHEENTEEERR  ’E
FHERERLZEBRS - HEAE
BORBERHEHEEEARE - BT
% HERBEE LERRRR
2 R RER - MERTENTE
R o BEAME - B HERE

BREE F A ERE T ER
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&R,/ HER

RETFERATOIIERS
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e  Promise to provide appropriate education and
training to staff, and strive to enhance the staff’s
skills and abilities to improve the social and
economic status of employees;

° Commit to providing appropriate work
opportunities and necessary care to the disabled,
provide timely assistant to the vulnerable groups.

Similarly, the environmental and occupational health
and safety policy stipulates that suppliers should:

e  Abide by national laws and regulations on the
basis of technological innovation, management
innovation, the maximum control of waste
generation and emissions to prevent pollution,
reduce resource and energy consumption;

e  Actively take preventive measures, formulate
management objectives and implementation
plans, avoid or reduce the impact on the
environment, as well as the injuries and accidents
to employees;

. Improve staff environmental awareness and sense
of environmental responsibility, and enhance their
occupational health and safety awareness.

To manage and monitor the implementation of social
and environmental policies of suppliers, the Group
also formulated measurable targets for suppliers. For
example, suppliers should achieve O discrimination
incidents, 100% eligibility for holiday and sick leave,
hold fire drills two times per year, and achieve 0
occupational diseases and O major injuries.
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A total of 424 suppliers were engaged during the
Reporting Period.

RmEME AT T4240HE

Number of Number of
suppliers for Scud suppliers for Scud Total number
Electronics Battery of suppliers

Region REREF TRERRE
Eig HEENHE HEBNEE HEmEE
Mainland China o B R fE 304 59 363
Hong Kong Fos 43 16 59
Taiwan B 2 N/AAiE A 2

B2.2 Product Responsibility B2.2 EmEE

Product Labelling, Health and Safety, and
Advertising

The Group has a high regard for the safety of the
product and follows industry best practices such as
the YD/T 1268-2003 the Safety Specification and Test
Method for Lithium Batteries and Charger; IEC 62281
Safety of Primary and Secondary Lithium Cells and
Batteries During Transport. Any product labelling and
advertising activities strictly follow applicable laws and
regulations such as the Trademark Law of the PRC,
Anti-Unfair Competition Law of the PRC.

No non-compliance with relevant laws and regulations
that have a significant impact on the Group relating
to health and safety, advertising, labelling and privacy
matters relating to products and services provided and
methods of redress had been identified during the
Reporting Period.

Quality Assurance

The Control Procedure on Non-conformance Products
and the procedures for dealing with customer
complaints were not updated during the Reporting
Period, which continues to oversee the overall quality
assurance and quality control processes.

ERGE BERZZURES
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The Group has reinforced the quality control on
incoming materials, specifically, the Quality System
Survey checklist is to be filled out for key suppliers
with following items assessed:

e Quality system and internal audit

o Raw material inspection and control

e Product control

o Product development management

e Process management

° Instruments and equipment management

e  Supplier management

e  Change management

e Trust and reliability management

° Customer service support

. Hazardous Substance Free

e Safety

B HRREARS
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Data Protection

The Group’s various internal management rules
as well as applicable laws such as the PRC and
the Computer Information and Network Security
Management Method guide the Information
Technology management, network security, and
data security. To ensure stability of the network, the
following management rules have been implemented
for hardware, software, network, and servers
management:

o Measures for the Administration of the Use of
Electronic Mailboxes

o Management Rules for Management of Computer
Rooms and Servers

o Regulations on the Use and Management of
Computer Software and Hardware

° Data Security Management Rules

e Regulations on the Management of Network Use

Intellectual Property

The Control Procedure on Intellectual property (IP)
Assessment and Protection was updated during
the Reporting Period, which continues to guide the
protection of IP rights and business confidentiality of
the Group, suppliers, and customers.
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More specific requirement and sub-procedures have
been laid out for the management and protection of IP
rights. For any of the Group’s technical and/or business
secrets, Archives Management Procedures should be
strictly implemented. Access to documents relating
to the Group's technical and/or business secrets was
restricted to specific parties only. Employees have
been provided with confidentiality and IP training
and should strictly enforce the requirements of the
control procedure. Upon any incidents of violation,
confidentiality provisions will guide any follow-up
processes, when necessary, the case will be transferred
to the law enforcement department.

As of the end of the Reporting Period, a total of 7
invention patents, 23 utility model patents, and 11
design patents were registered by the Group.

B2.3 Anti-corruption

Scud’s Business Code of Ethics and the Anti-Bribery
& Anti-Corruption Policy continue to normalise
employees’ and external business partners ethical
behaviours. All parties shall also conform to the Law
Against Unfair Competition of the PRC, Criminal Law
of the PRC, and other laws, regulations and regulatory
documents related to commercial bribery. The Anti-
Bribery & Anti-Corruption Policy has been extensively
revised during the Reporting Period. For example, the
definition of bribery activities has been clarified and
categorised into:

o monetary means: including but not limited
to cash, red packets (for example, WeChat
red packets and transfers, Alipay red packets
and transfer accounts, etc.), checks, gifts,
commissions, gratitude fees, securities (e.g.
shopping cards, entertainment membership cards,
discount cards, vouchers etc;

e physical means: including giving household
appliances, equipment, fitness equipment,
automobiles, premises and other physical objects;
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e consumption means: including entertainment
consumption, tourism, domestic or foreign visits
and other leisure activities;

e any other way (including but not limited to):

o  providing various benefits in the name of
friends, lottery activities, deliberate loss of
money in gambling, sexual bribery etc.

o providing convenience for decorating
premises, arranging work for spouses,
relatives and friends etc.

In addition, the Suppliers/Subcontractors Integrity
and Self-discipline Agreement also monitors business
partners and prohibits them to seek to engage in
smuggling, selling counterfeit products, commit,
or intend to commit tax evasion, bribery activities.
The agreement request that employees of Scud and
Scud’s business partners should not involve in any
unfair benefits, including but not limited to lending
cash, sending money or gifts, such as commissions,
gratitude, shopping cards, red packet etc.

The Group’s whistle-blowing system states that all
employees can be whistle-blowers and all information
of whistle-blowers are kept highly confidential by the
administrative department. The Group ensures that
no one suffers any detrimental treatment as a result
of refusing to accept or offer a bribe or other corrupt
activities or because they reported a concern relating
to potential act(s) of bribery or corruption.

The Group has not violated, or engaged to violate, any
law relating to corruption. The Group has not been
involved in, or seek to engage in, money laundering.
The Group has not aided, abetted, assisted or colluded
with an individual who has committed, or conspired
to commit any unlawful activities. No non-compliance
with relevant laws and regulations that have a
significant impact on the Group relating to corruption,
bribery, extortion, fraud and money laundering had
been identified during the Reporting Period.
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The Group strives to implement corporate social
responsibility and actively participates in public
welfare activities. A total donation of RMB65,000
was delivered to various parties. Various events and
volunteering service activities have been held and
delivered throughout the Reporting Period. Below are
some example activities that have been successfully
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EHE SEESREERSEHE
RIOIWBET - U NBBIEHE
B HERINEH -

implemented.
Time Activities Involved parties other than Scud Resource input
KE it BREBRAMISES EERA
January 2018 Spring festival couplets writing event ~ Mawei district Association of Honesty  Expert fee RMB3,600; food cost RMB1,840; total
2018514 EHETEE Promotion, and Majiang Art Academy participants: 13 people, 3.5 hours per person,
SEEHERESABREIER total 45.5 participation hours
EXEARM3 6007 : RMKAARE 18407
BLEAY : 3AR - BAISNE - FEEED)
INEBIREH45 5
March 2018 Theme event for March 2018 Leifeng ~ Mawei district publicity department Total volunteers sent: 3 people, 2 hours per
2018534 volunteer service month and Mawei district organisation person, total 6 volunteering hours
018F3AFRERRBATEED department RENTEELEH 3NN BAVNE  THBEE
SERZEEN SERZALGH B\ B0/ N
March 2018 Birthday parties for the elderly Nursing Center of Fujian Medical Total volunteers sent: 30 people, 2.5 hours per
2018%3A AREBRTRE University Affiliated Rehabilitation person, total 75 volunteering hours
Hospital REMTREER 30AR  BALYIE - THE
BEBAM-REEREEDL BB NS
April 2018 Clothing donation to farmers Chalin village, Pucheng, Fujian The Group donated 60 pieces of clothes
2018547 AERAERY BEBHEM REEBERM KR
June 2018 Student aid and poverty alleviation Pucheng, Fujian The Group donated 520 pieces of clothes;
201856 activity B donated poverty alleviation grant RMB30,000
PERKEED REERES0MXE  AEKETEELARS
30,0007t
November 2018 Fire safety education launch event - Mawei district safety bureau and fire  Total volunteers sent: 52 people, 2.5 hours per
20185114 "citizen participation, fire prevention”  department person, total 130 volunteering hours
ENRRHEREED 2R2E B FRERRERRANAM KENFREGE : 2 R BALYNE  5HE
] TRE) B30 MR
December 2018 Volunteer service for "targeted poverty  Health and family planning commission ~ The Group donated 60 pieces of clothes; donated
2018%12 alleviation” of Mawei district 20 packs of rice and oil products; donated
[EEHE | BBERE SEEEHR poverty alleviation grant RMB 5,000
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SCUD Industrial Park

Fuzhou Pilot Free Trade Zone
No. 98 Jiangbin East Avenue
Mawei District, Fuzhou

Fujian Province, PRC

Room 1017, 10/F Leighton Centre
77 Leighton Road, Causeway Bay
Hong Kong

www.scudgroup.com

SCUD GROUP LIMITED
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: (86) 591-63158388
: (86) 591-87307773

: (852) 28057888
: (852) 28021777
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