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SUSTAINABILITY REPORT
AREEREE

ABOUT THIS REPORT

Introduction

Elec & Eltek International Company Limited (“Elec & Eltek”, the “Company”,
“We” or “Our”) is a company incorporated in Singapore with limited liability,
whose ultimate holding company is Kingboard Holdings Limited. The
Company is listed on the Mainboard of the Singapore Exchange Securities
Trading Limited (“SGX-ST”) and the Mainboard of the Stock Exchange of
Hong Kong Limited (the “Hong Kong Stock Exchange”) with a stock code of
E16.Sl and 1151, respectively.

This is the third Sustainability Report (the “Report”) of the Company to
illustrate its commitment to sustainability and its continuous efforts devoted to
creating long-term value for all of its stakeholders. This Report aims to provide
information relating to the material economic, environmental and social
aspects of our operations and outline our sustainability directions, strategies
and activities.

Scope of Report

Unless otherwise stated, this Report covers the principal businesses of the
Company for the period commencing from 1 January to 31 December 2019
(“Reporting Period” or “FY2019”), including a total of four production sites
currently operated by Elec & Eltek in Kaiping, Guangzhou, Yangzhou and
Thailand. For details of the financial performance of the Company and any
inquiries, please refer to the 2019 Annual Report of Elec & Eltek.

Reporting Standards and Principles

The Report has been prepared in accordance with the Global Reporting
Initiative (“GRI”) Standards: Core Option as well as the sustainability reporting
regulatory requirements set out in Rules 711A and 711B of the SGX-ST
Listing Manual and the Sustainability Reporting Guide under Practice Note 7.6
of the SGX-ST Listing Manual.

Materiality and stakeholder inclusiveness underpinned the development of this
Report. In addition, principles of accuracy, balance, and comprehensiveness
have been strictly followed to ensure the quality of disclosure. The Report
has been reviewed by the senior management and approved by the board
of directors to ensure that the reporting principles under the GRI standards
and the SGX-ST Listing Manual have been thoroughly applied. Currently, the
Company has not sought external sustainability assurance for this Report, but
will consider the possibility of doing so in the future.
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This Report has been prepared in accordance with the Environmental, Social
and Governance Reporting Guide (the “ESG Guide”) contained in Appendix
27 to the Main Board Listing Rules of Hong Kong Exchanges and Clearing
Limited, and applies four reporting principles in the ESG Guide, namely,
quantitative, consistency, materiality, and balance.

Contact and Feedback

Elec & Eltek highly values the feedbacks of all stakeholders in relation to our
sustainability practices and performance. Should you have any questions or
suggestions on this Report, please contact us by e-mail at ir@eleceltek.com
or fax at (852) 2954 2935. Please refer to the Company’s website at
http://www.eleceltek.com for further information on the sustainability
development of the Company.
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MESSAGE FROM THE BOARD

We are pleased to present the third independent sustainability report of the
Group. This is also the third time we have disclosed our social responsibility
practices in accordance with the GRI Standard Core Option and the
Environmental, Social and Governance Reporting Guide contained in
Appendix 27 to the Main Board Listing Rules of Hong Kong Exchanges and
Clearing Limited. In this Report, we are pleased to show our stakeholders
from all sectors what Elec & Eltek has achieved by actively fulfilling social
responsibilities during the financial year and its determination to continuously
promote the development of social responsibilities in the future. Looking back
over FY2019, guided by our sustainable strategies such as “customer-centric,
staff foremost and innovative growth”, we regarded social responsibility
as our brand spirit and business philosophy. Also, with the appointment
of staff solely on a merit basis as our corporate culture management
strategy, we tried to holistically review and improve our management level
in environmental, social, and governance aspects. Looking forward, Elec
& Eltek will continue to improve its internal social responsibility system and
go hand in hand with its customers and suppliers across the supply chain
through its corporate influence so as to constantly seek for long-term steady
growth. As one of the leading manufacturers that supplies conventional high
density interconnects, backplane printed circuit boards and other related
products and services worldwide, Elec & Eltek recognises the importance of
taking initiatives to promote sustainability in our value chain and build a more
environmentally and socially friendly industry. In view of this, the Board and
its corporate social responsibility (“CSR”) team proactively participates in and
leads the sustainability governance by assuming the overall responsibility
for environmental, social, and corporate governance (“ESG”) issues and
developing the key sustainability objectives and directions. An effective risk
management and internal control system has also laid a solid foundation for
Elec & Eltek on its way towards sustainability.

In FY2019, Elec & Eltek has set out several sustainability targets in relation
to the environment, employment, community, and operations across all
of our businesses in accordance with applicable laws and regulations and
international standards in order to further enhance our ESG progress and
performance towards our sustainability goals. The effective risk management
and internal control system enables us to meet new needs from all sides.
Meanwhile, we firmly believe that upholding business integrity and credibility
is the only way that allows us to move further. During FY2019, there were
no material breaches of or non-compliance with, the applicable laws and
regulations by Elec & Eltek or other illegal behaviour which might have a
significant impact on the businesses and operations of the Company.
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Across the globe, enterprises are encountering increasingly severe
environmental challenges. In this regard, Elec & Eltek also actively promotes
environmental protection policies and improves awareness towards
environmental care in its daily business operations. The Company strives to
be in compliance with international and national environmental standards,
and has implemented green production policies to raise efficiency and to
minimise both energy consumption and pollution. The Company will review
its environmental practices from time to time and will consider implementing
further eco-friendly measures and practices throughout its operations to
enhance sustainability. Embracing the core values of diversity and equality,
we respect all parties in our value chain including our staff, suppliers, and
customers. Talent is a leading and key indicator of corporate and national
competitiveness. We are deeply convinced that developing top-notch talent
for society is one of important social responsibility practices of Elec & Eltek.
Besides, a safe and harmonious workplace has also been Elec & Eltek’s most
valued employee management principle. Elec & Eltek tries its best to provide
the most comfortable and fair working environment through its human
resources policies relating to recruitment, promotion, salary and benefits. On
the other hand, to further strengthen working environment, we have organised
various staff activities during the Reporting Period to facilitate interactions and
bonding between our staff.

Moreover, in adherence to our customer-oriented principle, we listen to
customer needs, keep pace with trends, and provide first-class products
and services to help customers achieve their goals and make progress
together. We keep improving our customer services, maintain close contact
with customers, pay attention to protecting customer privacy, and ensure
compliance of Elec & Eltek’s products and services with customer needs
through customer complaint handling mechanisms. Suppliers, on the other
hand, also play an essential role in Elec & Eltek’s sustainable path. They
have a great influence on our production, services, and operations and
closely relate to our social responsibility and reputational risk management.
Therefore, we not only ensure the quality of our suppliers through a fair
and strict appraisal process on an annual basis, but also value our positive
relationships with suppliers. We constantly encourage suppliers to develop
innovative business models with less environmental impact and keep in line
with important standards adopted by companies with international brands for
sustainable operations.
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Meanwhile, we remain committed to giving back to society and improving
positive social influence. In addition to monetary contribution in support of
charitable organisations, we have a positive impact on social development
through our own community programmes.

The outlook for 2020 is that it will be a year full of uncertainty. There are
opportunities and challenges facing all sectors. Elec & Eltek expects to head
for new horizons with all of its people and a better future with society through
sustained efforts, collective wisdom, and technology. Hereby, we greatly
appreciate the efforts and support rendered by all staff and partners of the
Company for making the achievements of our sustainable development
possible. We will extend our efforts and success into the next financial year.
On behalf of the Board, we take this opportunity to thank our stakeholders,
including but not limited to shareholders, customers, suppliers and business
partners, for all the support that they have provided to the Company. We
would also like to thank our diligent employees for their hard work, loyal
service and outstanding contributions made during FY2019.

Stephanie Cheung Wai Lin
Chairman

29 May 2020
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ABOUT ELEC & ELTEK

Established in 1972, Elec & Eltek is one of the global leading manufacturers of
conventional (as well as technologically advanced) high density interconnects
and backplane printed circuit boards (“PCB”) of up to 50-layers. It has made
Quick Turn Around service available which leads to shorter delivery load time.
Elec & Eltek was listed on the Mainboard of the SGX-ST in 1994 and achieved
dual-listed status on the Mainboard of the Hong Kong Stock Exchange in
2011.

Business

Elec & Eltek currently operates four production sites, which are located in
Kaiping, Guangzhou, Yangzhou and Thailand. With its own laminate facilities,
Elec & Eltek has sharpened its competitive edge in cost control and material
supply through vertical integration.

Elec & Eltek is dedicated to providing high quality PCBs to customers, which
include global leaders in different electronics sectors, with its main focus
being on communication & networking, automotive industries, computer &
computer peripherals and consumer electronics.

Elec & Eltek recorded an increased aggregate production volume of
approximately RMB3.23 billion in FY2019 as compared with FY2018.
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Production highlights

feio

Production volume I3

The financial performance of Elec & Eltek during the Reporting Period is as
follows:

(AR#t+&ET) (AR#+RET)
3.23 3.15

ML E R R E BB IRIRAT

Income highlights

Turnover e

EBITDA RINBRAE - BIE - TER
BRI AT

Gross profit EH

Profit after taxation B 1% i A

Profit for the year F R F)
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Ratios of turnover for FY2019 by geographic locations are as follows:

ST NEMEREE RS L EE LK
T

Geographic locations

Mainland China (including Hong Kong) AR (B3R R )
Europe B

South East Asia R

North & Central America dEERPE

Other Asian countries E A Tm B
Others A

During the Reporting Period, Elec & Eltek saw steady orders, good capacity
utilization, and an increased proportion of high layer PCBs in production. The
Group’s turnover increased by 2.3% to approximately RMB4.36 billion in
FY2019 as compared with FY2018.

Elec & Eltek will actively develop various business opportunities and
increase the proportion of high-tech products and high layer count PCB
products, in order to cope with changing market demands and the rise
of emerging markets. Leveraging on our advantages in aspects such as
regional strategies, advanced technology and efficient management, we are
committed to delivering generous returns to all shareholders.

On the other hand, the global economy grew slowly in 2019, while the China-
US trade war and rapid market changes added more uncertainties to it.
The Group will continue to focus on quality and strictly control costs and
fixed assets expenditures to maintain its competitiveness in the international
market.
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Objective, Mission and Belief

Elec & Eltek continues innovating with a focus on high-tech products and
high layer count PCB products, in order to cope with increasingly intense
competition, changing market demands, and stakeholders’ needs. Moreover,
exploring business opportunities to meet the demand of emerging markets
is a current top priority of the Company. Leveraging on regional success,
advanced technology and equipment, and efficient management, Elec & Eltek
is committed to delivering excellent value to all stakeholders.

We commit ourselves to ensuring the Company’s business activities are
conducted in a responsible manner that bring positive contributions to our
surrounding environment and communities. In the future, we will continue
to integrate sustainability considerations into our day-to-day operation and
practice the principle of “customer-centric, staff foremost and innovative
growth”, striving to implement the sustainable business strategy of long-term
growth.

Sustainability Governance

Sustainability Framework

Elec & Eltek continues to strengthen the functions of the Board, improve the
leadership and management of the management team, strive to enhance
information transparency to protect the rights and interests of shareholders,
and fulfil corporate social responsibilities with good faith. For this reason, we
have established a sound sustainability governance structure to strengthen
the integration of sustainability into our daily operations. The structure is as
follows:
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The Board assumes the overall ESG responsibility of the Company and oversees ESG matters as
a whole. It sets out the Company’s ESG objectives and directions and delegates the management

authorities to the CSR Working Group.

EEEHANARESGHERBETIHESGERFRBEEE - EFGREARAIMNESGERERT
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Comprised of key management of the core departments, the CSR Working Group is responsible for
executing and coordinating all ESG-related activities such as engaging with stakeholders, designing
ESG policies and escalating significant ESG issues to the Board. This taskforce also handles the
materiality assessment, ESG information and data collection as well as the preparation of the

sustainability report.
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The Executive Department drives the implementation of the sustainability polices and initiatives within
the business and strives to achieve the sustainability targets set by the Company in the environmental,

social and economic areas.
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Corporate Governance

Elec & Eltek lays emphasis on the rights and interests of all stakeholders and
ensures accurate disclosure of financial data. Through the establishment
of the command and supervision functions of the Board, the Company
strives to improve information independence and transparency, strengthen
internal control and risk management functions, and ensure protection of all
stakeholders’ rights and interests. To avoid improper leakage of information
and ensure the consistency and accuracy of published information, we have
also established an internal important information processing and disclosure
mechanism that requires all departments to be responsible for their daily
operations and regularly report to the Company’s executive directors. In this
way, we clearly regulate the correctness and completeness of information
disclosure and ensure the possibility of timely and fair disclosure.

Risk Management, Internal Control and Compliance

To cope with changes in the global economic environment and sustainability
risks, Elec & Eltek actively explores related risks and works to minimise the
impact of existing risks and even turn them into development opportunities
through related management strategies and response measures such as
risk aversion and transfer. The Board is responsible for the risk management
and internal control system and for ensuring effectiveness of the system. The
Audit Committee of the Company plays an important role in risk management,
internal control, and compliance management and assists the Board to
perform the Company’s risk management and internal control functions. It
ensures that the Board reviews and evaluates the effectiveness of the risk
management and internal control system at least annually. The Management
of the Company is responsible for setting the appropriate tone from the top,
performing risk assessments, and implementing the design, implementation
and maintenance of internal control. Essential to this risk management
and internal control system are well-defined policies and procedures that
are properly documented and communicated to employees. Finally, the
Internal Audit Department performs regular check of the financial condition,
operational condition, risk management, compliance control and internal
control of the Company.

Elec & Eltek promises to run its business under the principle of honesty and
integrity and prioritise compliance with the laws and regulations of the country
or region where it has business during its daily operations. In addition to
ensuring that the Company strictly abides by regulations, we also require all
employees, supervisors, managers or partners not to engage in or instruct
others to engage in illegal or unethical behaviour for any reason. Besides,
the Company’s risk management policies, which include risk factors in such
aspects as sustainability policies, are reviewed annually with respect to
whether the Company’s policies and programmes adequately identify and
respond to the material sustainability risks that the Company faces.

During the Reporting Period, the Company was not aware of any material
breach of applicable laws and regulations that had a significant impact on
the business of the Company. We will continue to maintain a high-standard
corporate governance system and business ethics and to build deeper trust
with stakeholders.

10 ELEC & ELTEK INTERNATIONAL COMPANY LIMITED f&kFIZEEEBRAE

RER

WHNZETERFMENELD  BREERE
FB8E  BRRVESEMNEREEEER
BeL  BOIRAEAMBLIEERERE  n
HEERERERYRE  EREFHERRES
BRI - RBRERTERT - WREINRE
REMz —TEETEE  RAERLT A
BEREMEBERBERS - ZRESEFIFE
HHEEHBATEFRE  YEHRAARRFNT
EEER BREABEMBEZLEN ¥
1 WRE R AT IBER AR o

BEEBEE - AMEERSRRR
RENEREERFELCETFEZERNAE
B R ZERB R ERNER - WEBR
BRI N ER S E IR R R R -
RKLFERBNFERERE  EEBEKA
BEREZE - -RREERANEZRANEIAES
TRE  WARERRZEAR AR - X
ZEgHERARER  AINEENEREE LD
BREENAL  BPHESSRTEARFER
ERNARNEENDR  BREFSFFED
—REH L ERREE RN R AR E
g ARBEREAENTBEREREE
A~ TR - SRET - B EAR
B SRERERLRABEZERGNE B
ENEABRERFMABRISEE/RER -
&i% - NEPEZ AP E BB AR R 2 B R
o REAR - RRER - AR RABEIES
e

ol

nk

D

TN L EAGEABEMEENRALE X
WIAETFEBAERRK ERER SR EEF
ZEEEH R THRERARBBEEETER
S BB ERAEET - % LIEARE
ERHFH TGRS AMEIRRIE TR A
TR ANEIENITR « RSN - ARFE
FRUBEREZHRR  BRAKERRBEKSE
BEHEFENRRER - U EEQ R EE
RITRRE RABS R E S RN EXA
BuRRER -

RmEME - ARRWEERTAH QAR
EREAFENEREZRIERNENERE
H- BMSEEERERSRENDRE RS
EMEFRER  YERSHERTERENEE -



SUSTAINABILITY REPORT
ARERRERE

IBRE - RAIRER
RTASFNERTRMAGASEERLSE
BERRD - RAIBEE T A TEERRAMESG
HERE - RAIRES

External Charters, Principles and Initiatives

To show all stakeholders our determination in sustainable development
and continuous improvement, we have signed the following internationally
recognised charters, principles and initiatives in relation to ESG:

RE - RAISER

Charters, principles or initiatives

Occupational Health and Safety Assessment Series
(OHSAS 18001) accreditation

¥R F L 2 B X(OHSAS 18001):R#& 2007

Environmental Management System (ISO 14001) IRIEEILEE K (SO 14001):3:% 2015
accreditation

Quality System (ISO 9001) accreditation B 258 Z(SO 9001)RE 2015

Vehicle Quality Control System Standards (IATF 16949) 428 fAH & Hi|52 ZAZAE(ATF 16949) 2016

v

Z(
Hazardous Substance Process Management System A Z=%)E iBFEE 122 Z(ECQ QC 080000) 2017

(IECQ QC 080000)

The Company has become a major member of the Electronic Industry
Citizenship Coalition (“EICC”), an international initiative, for extensive
supervision over our products. In addition, the Board of Investment, the
department in charge of investment in Thailand, has conducted a strict review
and distributed rewards for new high-tech enterprise to us to support our
further development. During the Reporting Period, the Company was not
aware of any material breach of laws and regulations that had a significant
impact on the business of the Company. For further details of the Company’s
financial and governance performance, please refer to the 2019 annual report
of Elec & Eltek.

Anti-corruption

We require all staff, including the management team, to strictly comply with
the code of conduct of our Company and include anti-bribery, extortion,
fraud and money laundering policies in the employee handbook. All of them
are also required to acknowledge the employee handbook and strictly follow
relevant rules. Meanwhile, the Company asks all management personnel to
declare conflicts of interest annually to prevent them from seeking personal
gains at the price of sacrificing the interests of the Company in any form.
The Company has also established an anonymous reporting mechanism
and channels that enable staff to report any suspected mis-conduct. It lays
emphasis on all reports on bribery, extortion, fraud and money-laundering
and has set up an independent investigation team to handle the reports
by performing initial verification and evaluation at the first instance, and
further processing based on evaluation results. Moreover, to enhance staff
awareness of the importance of honesty and integrity, all new employees
are required to participate in training on the code of conduct upon induction,
while incumbent staff are required to attend regular training in regard to
business ethics. These efforts aim to ensure the protection of stakeholders’
rights and interests and avoid unnecessary loss of corporate assets, fines,
and damage to goodwiill.

ARRINDESTEREGREMETITRR
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The Company is not aware of any material breach of applicable laws and
regulations pertaining to the prevention of bribery, extortion, fraud and
money-laundering during the Reporting Period.

Non-Competition Undertakings

The Company operates in accordance with the terms of the non-compete
deed with appropriate procedures in place to prevent and detect non-
compliances. There was no new business investment or other merger and
acquisition opportunity deliberated, accepted or declined by the Company
during FY2019. Hence, no legal actions regarding anti-competitive behaviour,
anti-trust, and monopoly were proceeded against the Company during the
Reporting Period.
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SUSTAINABILITY MANAGEMENT AFEERERE

Stakeholder Engagement BHHESH

Elec & Eltek attaches great importance on stakeholders’ opinions and has WA ZZEERSHENENSR » W—HHEEF
been maintaining close communications with stakeholders. The Company DERBEYER - NQFAGRERE 28 K
develops sustainability questionnaires in a systematic manner based on the EEL G REEFAR A A TR R B 8%
GRI Standards and the “Environmental, Social and Governance Reporting —tHEFEZOGRE e RERHmEES A
Guide” contained in Appendix 27 of the Main Board Listing Rules of the B FEBEGINTR  BEAEERRER
Hong Kong Exchanges and Clearing Limited, listens to the opinions of all 5% BREEFEHEER  REBHARF
stakeholders, and takes into account the impact of sustainability topics on the BRRZEHATICENEREZEZSE  URF
Company’s operations to meet the stakeholders’ expectations. In connection BENEZEHZE - pgiAREMS - B TJ;;LTLE’\]

with this Report, in addition to the above-mentioned questionnaires, the FERSE AR FERARBEEREEHEIT

Company has engaged the following stakeholder groups through various B EBRESE  WEERSHRMASELE
communication channels to identify their concerns over our sustainability. ERRTE -

Stakeholder Engagement Process BHESERR

. Identify relevant stakeholders
ERIEERESHE

Fill out stakeholder identification questionnaires,
confirm the relationship between stakeholders and
the Company, and identify important stakeholders
by the staff in charge of various departments of the
Company.

ARIFZHPIREA

NG ESE

Customers

. Data collection on material topics
R EESRE

Communities

Understand the views and topics of concern of the any

stakeholders through questionnaires and analyse

the level of concern based on stakeholder

identification results.

j ER

. Assess material topics
BaCEES

Elec & Eltek

Analyse the impact of topics of concern on
business operations and confirm the degree to
which the topics have on the Company by the
m agement of the Compa 2

Government
bodles/regulators

Media and the public

. Confirm material topics

BREERE

A= E

lllustrate evaluation results of all the topics of

stakeholders’ concern as a supportive basis for

determining their materiality based on the degree of

the impact of the topics on the Company
FHEMISEER Alf

BE
fe A BT E A 2 HB IS o

Suppliers/
Busmess partners

. Review topics

Inv rs an
S estors and

shareholders

REERER

Review the material topic identification results and
compare them with major considerations of the
previous year to confirm that

i ity requirements.

—FEEAE
ko
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Elec & Eltek maintains constructive communication with all stakeholders
through multiple channels to determine important matters of their concern.

Stakeholder Engagement Method

Stakeholder Group

Rt &4 5

RF

REEBZERBASIFNERTAR
RIER BB - FBILEEMPIMRINERSEE -

FEZHRLTK

Engagement Method
Z2ELN

Concerns

BEEE

Shareholders and investors

BRRRREE

e Quarterly unaudited financial results
announcements

s FEARRBERMBEERS

e Annual and interim reports, announcements
and circulars

o FRNPHERE AENEH

e Annual general meetings

* RREFREG

* Meetings to be held as needed and
responses to calls and written inquiries

o REBEITEER ENEEEA

Press release and announcements
HERAAS

Financial and business performance

IBREBRR

Corporate governance

rEER

Legal compliance

BRAE

o Staff communications

o BT

¢ Performance assessment
o TERFFZ

¢ Feedback collection (via questionnaire)

Training, meetings, and briefings

il gmkiiwg

Remuneration, training and development
HH - SEIIMERE

Promotion prospect

s ERKE(MBHRE) o EftiE
Staff o Staff activities e QOccupational health and safety
e ETEH s BERFHEZD
¢ Emails and customer service hotlines e Company’s CSR strategies
s BERMLREPRBREG o AR EICSREHE

Customers

BE

e Tenders submitted to customers

o MEPHHMREE

e Cooperation agreements with customers
° BEPRFNAIERZ

o Website

o 48Uk

¢ Annual and interim reports

o FHRFPHmE

e Product quality

c EmEE

14 ELEC & ELTEK INTERNATIONAL COMPANY LIMITED #&AZESEEGRA
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Customer relationship management
EFRRER

Product innovation and research and
development
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Stakeholder Group

A
(A

Rty E4 R

Suppliers/Business partners

BLER, EBEEBHE

Engagement Method
2ELN

Emails and customer service hotlines
EBREPREEG

Performance assessment

REEHY

Annual renewal and update
FEEBHOREN

Website

#uk

Annual and interim reports

FHRETHRS

Concerns

BEEE

e Continuous cooperation

o BEAE

e Financial and business performance
MBANEBRR

e Corporate governance

o hEER

e Occupational health and safety

o BERFRELZE

=

Government bodies/regulators

BURERFS, B

o Verbal and written communication when

Annual and interim reports

FHRETHRS

needed
FERETOELERER

Responses to government inquiries upon

request

BERERHTER

Meetings (e.g. public hearings and seminars)

eR(ARE  WHEE)

o Staff benefits

o BTREAN

¢ Occupational safety regulations
o BERDER

e Environmental impacts

s REFE

¢ Product compliance

s EmAR

¢ Announcements e Corporate governance
VN5 o PEER
e Annual and interim reports e | egal compliance
o FIRRPEwmE * BRAE
o Website
435
Media and the public * iﬁ:ﬁ )

e Interviews

BRRAR o
o &

R : N e Community services and activities e Company’s CSR strategies

AAA

Communities
#HE

M IE RS OB B

Community investment and fundraising
activities

HERERSRED

Website

a8k

o NN AJCSRE; S
e Community support
o HEZR

SUSTAINABILITY REPORT 2019 AJ# 4% E %2019
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Materiality Assessment

The Company, with the support of an external consultant, performed an
assessment during the Reporting Period to identify material sustainability
issues for the Company and its stakeholders. During the process,
stakeholders were invited to provide feedback on the sustainable
development of the Company via a questionnaire. Internal and external
stakeholders that were involved in the process including employees,
shareholders, investors, suppliers and customers.

We would like to extend our gratitude to all stakeholders that participated for
their valuable feedback, as well as their continuous support. We will continue
to operate in a responsible and sustainable manner through integrating
sustainability considerations into our day-to-day operations.

Procedures

At the beginning of our materiality assessment, the Company referred to the
reporting principles of the GRI Standards and the “Environmental, Social and
Governance Reporting Guide” contained in Appendix 27 of the Main Board
Listing Rules of the Hong Kong Exchanges and Clearing Limited to review
and identify material topics among international benchmarking companies
and domestic peers through scientific methods. Apart from the reporting
principles, the following elements were taken into consideration in identifying
and selecting sustainability topics:

Company objectives, mission
and value and level of impact
activities have on the
environment and society

BRI

ARBESNEPERE NGB T - RS HAET
AE  AARAARRBREFHEETER A
BREE - BEP  BOEREFUARSSH
ERAHARRNAFERR T ERTERER
R 2BZBEOANBRIINBHNERESR
T BREEEE  HEBLEFPS -

HIE e 2 BmE R R D E R TS - B
BRERUNBEBRARE THRESR - &
P HE A BB EMAIREN T UEE - 27
SEERNAZBAZIREZEESD -

BE

REZNFEFRRE - NARZ2EGRIZERRHK
ERANBAERGMEEMBR AR LR LED
RAM SR LB ZCGRE - B REARE
o) REERRECENBEARE ZERE
B EBNMENTEETEESRRER - Bt
iz HmERANSN - AT BERNEE MBI #F
BHRRERERTIUEE

Sustainability targets and

NRIBE -~ Eo REEMNERE
BHRERTENTERE

related risks and opportunities

AEESRNAEBERAENE
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Summary of Material Topics

Based on the materiality assessment results, we categorised the ESG issues
into two categories, which are “material” and “relatively material”. “Material”
topics refer to matters that are closely related to the Group’s operations
and have a material impact or pose significant risks and opportunities. This
Report will focus on such relevant matters and required data. “Relatively
material” topics refer to those that are relevant to and affected by the Group’s
operations. This Report will give an overview of these matters and indicate
the role and extent that the Group plays in them to improve transparency and
accountability.

ERZERE

REBEEZUFHER  RIPIBESGEER D B
(B2 M BREEIMEER - [E2 FEER
EREHAEEEERARYEBRNEATE
SEREEBNER  RAIBENRAREPE
HEBEHBEEIMEER - [RAEE|E
EREPLEAEEZERRLIEZENS
B BHPSERAmERHRERELBIER
i HAKEEERMENERRZEZEN
RE - ARTHEREMBE

Material Topics

EERE

e Employee compensation and benefits

o BIHBIAER

e Wastewater discharge

o FERHEK

e Policies to prevent child labour and
forced labour

o BIIEE T MsRA LB BEK

e Air pollutant emissions (e.g. emissions
from factories and automobiles)

o ZERSHAWBER (Bl - TR - RE
7139

e Generation, treatment and recycling of
hazardous wastes

o HEBRWNEL  RIEF,/ LB

® Generation, treatment and recycling of
non-hazardous wastes

o JFAEEVMES - RIEN/KEK

e Employee recruitment, promotion,
and dismissal

o ETHE . BEAMNMHERE

e Workforce diversity, equal opportunity
and anti-discrimination

o BENZTL  FERESIREBAR

e Communication with employees
(e.g. labour relations and freedom
of association)

o HETER(NBEME STt
BH%)

SUSTAINABILITY REPORT 2019 AJ#F# % E R E2019
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Relatively Material Topics

Occupational health and safety
BEREELE

Consumption of packaging materials
BEMHEER

Employee training and career development
BT IR RE

Support for local community development
XESHTRERE

Climate change and greenhouse gas
emissions

RUIRE AR E R HEN

Involvement in and organisation of local
community events
DEYENEMWHEED

Product quality and safety
EmfmERe e

Use of energy (e.qg. electricity and
fuel consumption)

BEIRE AR (BIR0E A PR BFE)
Data protection and privacy
BRHMREFIEZTL

Business ethics and efforts against

corruption, bribery, extortion, fraud
and money laundering

FEBENRES - B PR - HGE
s

Water consumption

A7k

Customer service quality

BERRBmE

Protection on intellectual property rights
FBE R

Environmental and social risk

management for supply chain
B IRIF AT & @ E 18
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Targets

We set out 14 sustainability targets in the areas of environment, employment,
operation and community to steer our sustainability efforts in the coming
financial year (“FY2020”). We endeavour to improve our sustainability
performance and will consider to incorporate quantitative criteria to further
strengthen our commitment. Details of our FY2020 sustainability targets are as
follows:

Outlook for 2020

RE_Z_%

B
REBERN —_E_TFHRFE([—F=F
FHBREERE])  BRAERE  BE - 2ERH

BERSEI4AEAFEEREE - AEERM
BT R T - AR ORA R IR
SEERRALEEEBMABCEE g~

F eI AGE - BN —Z_TFHREF
ErRFEERBFRFEOT

Environment

B

® Promote and continuously
implement water
conservation measures

o B IFEETT
kb S =i

® Recover and recycle
wastes

o FEZE Y K
fBEREA

* Reduce emissions

o RMAHER

* Manage energy effectively

* BRELRETE

Employment

&R

e Ensure employee
occupational health

and safety
o (RFZ B 2 62 BR
&S

® Improve employee
benefits and strengthen
personal development

s REEETEF
Insg {8 A 2R

® Promote work-life

balance
o IRIETEMAE
i

Operation

e Maintain a good
customer relationship

* BRI R IF R P R

® Prevent bribery and
corruption

o BIIERRRE I
BRI

® Improve management
efficiency

o EEEIEME

e Comply with laws and
regulations

o RERER

SUSTAINABILITY REPORT 2019 AJ#F# % E R E2019
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Community

fad

* Promote community
development

o (R R R

* Provide high-quality
products

¢ Facilitate social
harmony

o (Rt AR
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TALENT MANAGEMENT

Management Approach

We believe that employees are Elec & Eltek’s most important partners
towards excellence and sustainable development because they are the most
important key factors for the Company’s continuous growth and continuous
improvement. Human resources policies has been put in place to ensure
the treatment of our employees in a fair and impartial manner, regardless
of their gender, age or cultural background. Attracting and retaining talents
with different backgrounds are an important step towards the sustainable
development of our business. Therefore, we value the career development
and well-being of our employees by striving to provide a good, fair working
environment that promotes open communications and team work to further
drive productivity and innovation which will in turn improve our overall
competitiveness.

In addition, an internal audit is conducted annually to ensure compliance with
such policies. During FY2019, the Company was not aware of any material
breaches of applicable laws and regulations pertaining to employment that
had a significant impact on the Company, including but not limited to the
Labour Law, the Law on the Protection of Rights and Interests of Women,
the Law on the Protection of Minors, the Trade Union Law, and the Social
Insurance Law of the People’s Republic of China, Labour Protection Act of
Thailand, and Employment Ordinance of Hong Kong as well as the SA8000
Social Responsibility Standards that the Company abides by.

Staff Recruitment, Promotion and Dismissal

Under our recruitment policy, we look for people who are trustworthy,
innovative and proactive team players. Besides, to ensure that the Company
performs all social responsibilities, we explicitly ban the employment of child
labour and forced labour, prohibit the carrying out of any hazardous work
by minors, and strictly implement a non-discriminatory recruitment policy. All
applicants must undergo a formal and objective assessment to determine
whether their aptitude and ability meet the Company’s business development
needs. At the same time, we have also established stringent assessment
and approval procedures to ensure the fairness of our recruitment activities.
As a labour-intensive enterprise, the Group understands the importance
of developing and retaining talents and is committed to maintaining a
stable employee turnover. During FY2019, the Group had a turnover of
approximately 5,100 employees, an increase of approximately 2% from 5,000
in FY2018. As a labour-intensive enterprise, the Group remained stable in
this regard and was not aware of any major differences. We also found no
significant variances in the hiring of permanent and temporary employees in
terms of gender and region.
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Given the fast-moving pace of the industry, it has been increasingly
important to nurture and retain talents. To further develop, attract, and retain
talents from all backgrounds, the Company has established good and fair
development pathways and promotion opportunities for employees, and
approximately 80% of our managerial staff was promoted internally. Besides,
to give back to local communities, the Company prioritizes recruiting people
from local residents and deliver comprehensive on-the-job training to them.
During the Reporting Period, approximately 31.3% of our managerial staff
were local residents of the places in which our operations are located.

Meanwhile, we believe that employees are the cornerstone of the Company’s
sustainable development. As such, staff cannot be dismissed without a valid
reason, and a reasonable and compliant notice period for termination of a
contract has been clearly specified. We have extracted data by category from
our human resources database and have compiled the table below. Data on
the total number of employees and their breakdown during the Reporting
Period are as follows:

Employees distribution

ERTERREENHK - BERBEATE
BREEE - RE—FIBE  TMALREZT
HEHAT » ARBERBETREVEZBRFH
ERECREAKE  ETHH0%NEEA
BYREMBBIRRESL © Wi - /EEMTT - AR
AEAEAHERTHEEEETEAR AR
HEEHE2mmEREI - RREH8E - B0
31.3%MEIEABBRMILEMEILN AR
Ko

A HPIREEIERAKEERNER -
BEEEMES T  WEREATAESHRN
RIEBKBAH - RMIEANEREBESTIZ
BRIRIER  WHRETER - NWEHHE - &
AR

Total employees EERY

Total employees by gender: T RIE SRR B 428k
1. Male 1. B
2. Female 2. I

Total employees by age: EEREIDHIEE B

1. Below 30 years old 1
2. 30-50 years old 2. 30-50%%
3. Above 50 years old

Total employees by region: i@ E D HE S B

1. China 1. &
2. Thailand 2. Z&H
Total employees by employment type: RIEFREE SRS RE
1. Permanent employees 1. BEEE
2. Temporary employees 2. fRRFEE
Senior management: SREBRAE
1. Total number of senior management SREEABEH
2. Total number of senior management 2. REBWHERNOEREIE
from local community N

8,295 8,400
4,830 4,874
3,465 3,626
3,144 3,326
4,766 4,704
385 370
7,407 7,299
888 1,101
8,051 9,044
244 356
67 76

21 28
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Employee Compensation and Benefits

The salaries and benefits offered by the Company remain competitive in
the market in strict compliance with requirements and pertinent laws and
regulations of Chinese and Thai governments (including but not limited to the
Employment Ordinance of Hong Kong, Labour Protection Act of Thailand,
and the Labour Law and Social Insurance Law of the People’s Republic
of China). We have also formulated internal policies to govern employee
compensation, which include the Policy for the Administration of Salaries and
Allowances, Performance Appraisal Policy, Policy for the Administration of
Merit Assessment and Reward Allocation Policy.

Staff remuneration is determined and adjusted based on the minimum
wages in places where we operate and with reference to the financial
performance of the Company and individual performances in order to attract
and retain outstanding talents and maintain the objectivity and fairness of
the remuneration system. We undertake to ensure that our standard salary
will not be lower than the required minimum wage to protect the benefits
of our staff. We also grant pre-emptive rights and special bonuses to
eligible employees. The Company will continue to review and improve the
remuneration policy, show our care for employees and efforts to ensure their
job security, and improve employees’ trust and sense of identity with the
Company.

On the other hand, the Company has been valuing and emphasizing the
work-life balance of employees. In addition to statutory paid annual leave,
statutory maternity leave, and paternity leave, we also provide parental leave
and compassionate leave to our employees, thereby allowing them to take
care of their personal matters while being busy with their work. Apart from
good holiday perks, we also ensure that all working hours and overtime
management comply with local laws and regulations. Furthermore, we have
organised the following various types of staff activities during the year which
facilitate communications and relationship building between the Company
and its employees:

° Festive Gifts

° Night Market Events

° Annual Dinner

° Birthday Evening Party
o Sports Competitions

22 ELEC & ELTEK INTERNATIONAL COMPANY LIMITED f&kFIZEEEBRAE
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The Company formulates a staff retirement scheme, purchases insurance for
staff, and sets a clear retirement policy in accordance with the national laws.
It also makes payments, on a regular basis, for state-managed retirement
benefit scheme contributions, which include the Central Provident Fund in
Singapore, the government-funded retirement benefit scheme in the People’s
Republic of China, the mandatory provident fund in Hong Kong and other
relevant schemes, to ensure staff’s entitlement to appropriate assurance after
their retirement.

The data on employee salaries and benefits in FY2019 is as follows:

EEHMREF

Employee salary and benefits

ARRRIEBTRKINE - BRETEERRIL
RIBEIZOAR S E PENERKBER - EHXMN
BRE AR AEAMET B R - BRI RS
RREE - PEARKLNMBEFZEBIRKER
Jﬂ&?%%ﬂ@%éi@%%%’ﬁ%%l
RKREEZE R EEHRE

— NV BF B0 1E B H B R AR A B a0
T

Average monthly salary by gender (in RMB): #Z14 51815885 A FHTE(ARE) -
1. Male 1. 5
2. Female 2. &
3. Female to male ratio 3. Bl
Total number of employees applying for BB D8
parental leave by gender: B ERBES R
1. Male 1. B
2. Female 2. I
3. Female to male ratio 3. Bl
Total spending on employee benefits EERMNEBEZH(TEARE)

(RMB10 million)

Diversity, Equal Opportunity and Anti-discrimination

The Company firmly believes in the appointment of staff solely on a merit
basis. Within this in mind, it proactively seeks to foster a diverse workplace
with strict prohibition against discrimination in any form in relation to
recruitment, remuneration and promotion. During the Reporting Period, we
run recruitment programmes in all major cities in China. For example, our
campus and recruitment event organised in Qingyuan Polytechnic attracted
more than 400 students across China, and employment opportunities were
available to all qualified applicants. Our employees have more adequate
opportunities for induction and on-the-job training and career development. In
addition, we have an independent reporting system and investigation team to
ensure that incidents related to discrimination or other unfair treatment can be
handled in the first instance. During the Reporting Period, we had no reported
incidents related to discrimination or other unfair practice.
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Labour Standards

The Company prohibits forced labour by way of violence, threat, detention or
other illegal actions in strict accordance with pertinent provisions of the labour
laws of different countries or regions and SA 8000 Social Responsibility
Standards. All employees are required to enter into labour contracts on
a voluntary basis, and we will proceed with the employment procedures
only after the candidate has acknowledged and agreed to the terms and
conditions.

All candidates qualified for employment must have reached the statutory
age and be in possession of valid identification documents before they can
be officially employed. Candidates under the statutory age for work will be
rejected with no exception. As part of the employment procedures, each
candidate will be informed about the job details, working conditions, related
occupational safety risks and remuneration of his/her positions. All employees
are required to enter into labour contracts.

The Company was not aware of any material breach of laws and regulations
pertaining to the prohibition against child labour or forced labour that had a
significant impact on the Company during FY2019.

Development and Training

We have developed and organised various training activities to grow our
talents. The basic training that we provide can mainly be categorised into
induction training, external training and internal training, details of which are as
follows:

Induction Training Internal Training

A AT S A ER RS

T |

NN BB RIS 145 8) ok M(SA 8000t & &
EREZ MBI E S IR - B3R - Wk
REMIEETABEBETIE - TEREYHA
FEEBENER LIV SBAR - RAERESR
EARERBAGH RAG R - AR ABRT

& o

FBEREHBERNETAEXTERN - KA
EXRFERFEEERSDFAXM - HRABE
ETEFROAE  RABRTTER - 1t
oh - BB THEARTER  HASME
ITIHEARST  ITERE  BERZE2RBRRH
B @RI EBAR -

ARBR =T —NFU B FE W 8 IR A (]
PIEETHREIB TARMRHARTEERY
BRRNERNEREREH

BR N5
BRI AR IES RIEEAS - &
PR E R EREINEE R D BEATE - FMED
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External Training

ShERSE I

New employees have the opportunity to
learn the Company’s rules and regulations,
corporate culture and welfare, and other
important business information. Pre-job
training can effectively help new employees
understand corporate systems, establish a
sense of belonging, and become familiar with
their job responsibilities.

METARESBRRNMAEHE - bEX
fERBHMAREMEZZEE - HaTEd
BRI EB N E TREEEES BUR
BR - ATECHELEE -

Internal training programmes held by relevant
departments are organised each month in
accordance with the annual training plans
to enhance the knowledge and skill sets of
our employees. We also encourage regular
communication with the management so the
staff can obtain guidance and assistance for
their personal and professional development.
During the Reporting Period, the Company
organised training activities such as training
on effective communication and DISC to
improve managers’ communication and
management skills.

B ARASMI S REFERIFEAEZ
WENEFIER - LIRS REMFE LR -
BMTEEEEREBASTHER - M
BTANBBEARBRERIENESR
BE o EIREHE - ALFAG TSR
BEDISCEMIBINED - E— S INREEE
MABRBRMERRI -
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External training is divided into soft skills
training and technical training, including the
VDAB.5 process audit training organised by
the Hong Kong Quality Assurance Agency in
Kaiping Elec & Eltek, to encourage employees
to better understand quality requirements of
product manufacturing processes and master
quality capabilities.
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Apart from existing staff, fresh graduates are also a driver and hope for the
Company’s future development. Therefore, we actively provide adequate
career planning support for fresh graduates. A training programme is
customised and experienced mentors are assigned to provide guidance,
support and assistance in connection with the career path of graduates,
aiming to enhance their competence and competitiveness. In addition to
training on occupational skills and career planning, the Company also places
emphasis on giving all staff training on human rights and the local labour laws
of the places in which we operate. The figures on training and development
for the Reporting Period are as follows:

BEBB TSI BERXENEANRRARME
RO HMNFE - Bt - RPIEBREEEX
ERHFROBEREIIE - BB RIIFIIE
g ULRHEREENESEMEERENE
EEERMES  SERBY %E%E%ﬁ
HTRENAREEHEF N » BT HEREE
EREMEIN - AR Tﬁzxféﬁﬁﬁﬁé-\lh
HEBARKAIBA LS EENFI - RIS
HiR - SEDI R B RARRE BRI T ¢

R B R

Training and Development

ISIVE SRSl 2
SIMARERIINEE AR

Average training hours per employee

Number of employees participated in
training on human right

Total hours of training on human right ARERS )| 4 B )

Total employees receiving performance IR RIE S BB K

and development reviews, by gender: BREZNEELS :
1. Male 1. 5
2. Female 2. &

Performance Review

During FY2019, the Company increased overall transparency in employee
distribution, salary and benefits as well as training and development.
Changes on the number of employees are mainly caused by changes of
production methods. We also see an obvious rise on the average employee
salary and training hours. This represents progress in achieving the targets
that the Company had set in the previous sustainability report, in relation
to improving employee benefits and strengthening employee training and
personal development. The Company believes that the wide range of benefits
offered and the in-depth training provided to all levels of employees is on
par with what is provided by international benchmarking companies and the
Company’s domestic peers. One of the Company’s aims, in the long term,
is to continue to increase the average hours of training that is undertaken
by each employee to an average of one hour per employee. The Company
also aims to continue to ensure that its employees come from diverse
backgrounds with a range of skill and experience levels, and maintaining
the current levels of diversity. We will continue to measure and monitor our
progress towards our goals and targets in the coming year to ensure targets
and goals are met.

0.30 0.16
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HEALTH AND SAFETY

Management Approach

Occupational health and safety have always been important indicators that
lead the Company to success. In addition to compliance with the Laws of
the People’s Republic of China on Safe Production and the Prevention of
Occupational Diseases, we, as an industry-leading company, have also
maintained regular, close communication with responsible government
authorities, and adopted stringent measures to ensure compliance. In addition
to compliance with laws and regulations, we have set up a safety production
committee comprising the general manager, all department managers,
department heads and dedicated safety managers within the Company, to
oversee the implementation of all safety measures and other occupational
health and safety issues in our operations. The safety production committee
meets every month to ensure safety conditions in the plants. The committee
is also responsible for investigating accident cases and pursuing proper
corrective measures.

In addition, given the importance of employee safety, we have formulated
operational safety protocols for mechanical operations for all production
employees and require all new employees to complete a three-tier safety
training programme, comprising plant entry training, workshop training and
shift training. The operational safety protocols are explained during training
and employees are requested to operate in strict compliance therewith.
Any violations of the operational safety protocols are reflected in individual
performance appraisals.

During FY2019, the Company was not aware of any material breaches of
applicable laws and regulations pertaining to staff health and safety that had a
significant impact on the Company.

Safety Practices and Measures

The Company has set up a comprehensive occupational safety and health
management system involving all employees working in the organisation
and tries to prevent and rectify safety hazards at all production stages
through review, inspection, communication, and educational training and
requirements. Designated safety officers and supervisors are responsible for
monitoring the implementation of safety policies and performing regular on-
site inspections. In the event of workplace injury, employees are required to
report to their supervisor immediately and emergency medical treatment will
be provided to the injured worker. Relevant work-related injuries or accidents
are accurately recorded by safety officers, and follow-up measures are taken
to avoid same incidents from happening again.

We organise health checks for all staff on an annual basis and require
employees to attend occupational health checks prior to commencement
of their employment or transferring to new positions. With emphasis on the
safety of the working environment, employees susceptible to occupational
hazards, once identified, are transferred to other positions without delay to
make sure they stay away from such occupational hazards. In addition, we
perform regular cleaning and disinfection at workplace to ensure the highest
standard of environmental hygiene.
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The Company’s plants in Guangzhou, Thailand and Kaiping have obtained
certification for occupational health and safety (OHSAS 18001), which is
the result of our dedication to offering all staff a safe and healthy workplace.
Meanwhile, to enhance employees’ safety awareness and ability to handle
emergencies, we organise fire prevention safety training for staff with local
fire brigades on a regular basis. Such training includes evacuation routes and
use of extinguishers and fire hoses and the capability of handling hazardous
chemical accidents. In addition, industrial safety and fire drills also help all new
employees to develop safety and related awareness and avoid accidents.
The “Safe Production Month” is held annually to further enhance awareness
of production safety for employees. During the Reporting Period, the work-
related accidents, occupational diseases, lost days and number of fatalities
within the Company are demonstrated as follows:

AARHWEMNIR ZTRIKRMFEFEI®KEE
BSBERRELZ2EIEIERZX(OHSAS 18001)R
BBEAMBLENAETRELTEREN
TERBOKR - R - BE—FNBREIHN
ZEEHMEBERBEERMESN  RABEE
HSEPHLRE - FHIAE TR BEEE - %%
B A B3 B B BR AR A RO X 23 S B ME B 0 {5
A EERECRICEREROEEENS -
AN - TEZR 2 EEP RS INE B AT A AR
BTRYLZ2ES AR Beitt
BONEW c BB FENRZE2EEA] #—
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NEIBEMTESI  BER BIHEKL
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Type of work-related injury by gender BHRIEI S T EZ/MER
Work-related injuries: THEEH:
1.Male 1.5
2.Female 2.4
3.Total 3488
Occupational diseases: B
1.Male 1.5
2.Female 2.4
3.Total 3.488L
Lost days: BITHE:
1.Male 1.5
2.Female 2.4
3.Total 3.488%
Number of fatalities: LT
1.Male 1.8
2.Female 2.4
3.Total 3.488)

Performance Review

During FY2019, we introduced stricter safety requirements to improve the
performance of workplace health and safety. The numbers of work-related
accidents and lost days in FY2019 was fewer than those in FY2018, which
represents a substantial achievement of the targets and commitments that
we set at the end of FY2018. The number of work-related injuries for male
employees fell substantially, while for female employees, the number of work-
related injuries remained the same. Our safety production committee takes
all work-related accidents and injuries seriously and therefore has conducted
full investigations into the matters as well as developed corresponding action
plans to reduce the safety risk. In response to this, we have provided further
safety training and instructions to high risk employees who are responsible
for operating heavy equipment. The concerned workers and supervisors
have been required to handle these high-risk operations with utmost care in
order to prevent the recurrence of such issues. For the forthcoming year, the
Company hopes to see a continued decline in the number of work-related
injuries and lost days, and, in particular, the Company is targeting to see a
decline in work-related injuries for both male and female employees.
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ENVIRONMENT

Management Approach

Currently, all enterprises across the globe are facing increasingly severe
environmental management challenges. In this regard, the Company is
committed to environmental care and includes and improves environmental
awareness in its daily business operations. The Company strictly complies
with international and national environmental standards and implements
green production policies to improve efficiency while minimising energy
consumption and pollution. The Company will review its environmental
practices from time to time and will consider implementing further eco-friendly
measures and practices throughout its operations to enhance sustainability.

The Company has established a series of environmental management
systems. To facilitate our assessment of environmental impacts resulting
from our business activities, we keep improving production processes and
equipment to reduce depletion of natural resources. The Company has been
certified under ISO 14001 and the EU’s Restriction of Hazardous Substances
(“RoHS”) Directive. Meanwhile, we have engaged independent institutions
to conduct routine inspections on the air emissions, sewage and noise
produced from our operations and to develop environmental contingency
plans based on inspection results to handle various possible environmental
incidents, thereby reducing risks of environment-related accidents. To better
handle the possible emergencies, we have also established an environmental
contingency team led by the production plant manager to ensure a timely
response to emergencies and to minimise any possible negative impact on
the environment.

All departments of the Company are required to abide strictly by its internal
environmental standards to ensure compliance with applicable laws and
regulations. During FY2019, the Company was not aware of any material
non-compliance with applicable environmental laws and regulations that had
a significant impact on the Company, including, but not limited to, the Laws
on the Prevention and Control of Atmospheric Pollution, Water Pollution
Prevention and Control, and Prevention and Control of Soil Pollution of the
People’s Republic of China.
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Waste Water Management

We operate in accordance with national standards on the discharge of
waste water. The Company has set up a dedicated team to supervise the
implementation of the waste water related policies and measures. In addition,
the staff in charge would be held accountable for the management of sewage
treatment facilities which effectively helps avoid excessive drainage caused
by facility failure. Meanwhile, the Company has assigned qualified personnel
to inspect the pipelines and other related facilities within the plant every two
hours to prevent leakage and other accidents.

Our upgraded waste water collection system conducts waste water
conveyance through a lift pump and facilitates waste water collection and
processing through the separation of rainwater and wastewater. We have
also improved our waste water treatment technology to allow the application
of different processes for different types of waste water. In particular, we
have especially improved the biochemical process to enhance the overall
effectiveness and stability of our waste water treatment system. We invested
more than RMB4.5 million in the project of treating wastewater containing
nickel and cyanide. We collected and treated such wastewater in accordance
with the latest environmental protection requirements and put the project into
use in April 2019. Through the upgrade project, the Company has reduced
the annual discharge of ammonia nitrogen by 65%.

In FY2019, the Company adopted the process of combining hydrolytic
acidification and contact oxidation to activate hydrolytic acidification of waste
water, convert macromolecular organic substances into smaller molecules,
and thus creating conditions for contract oxidation in order to remove
the contaminants from the waste water. In addition, we invested RMB1.5
million to rectify domestic sewage plants to ensure that domestic sewage
is discharged in accordance with relevant standards after being collected
and treated. The project was put into use in March 2019. In the future,
the Company will strive to create one of the best practices in the industry
by continuously aim at upgrading various types of sewage processes and
updating its own equipment and technology.
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Air Emissions

The Company has built gas purification facilities, such as the alkaline
degassing chambers and acidic degassing chambers, for the processing
of atmospheric discharge from plants. In addition, the Company has
formulated the corresponding Instructions for Air Emissions Control to ensure
that industrial air emissions generated in the production process are only
discharged after processing through the degassing chamber. During the
Reporting Period, the Company implemented a number of programmes
to reduce air emission such as setting up more operation requirements for
ventilation and dust removal, and providing technical trainings to relevant
employees. The Company will keep closely monitoring air emissions and
continue to research the possibility of all sustainable emission reductions.

Key discharge and emission data of Elec & Eltek for FY2019 is set out as
follows:

KRB
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TEHER)  NHEREERREPELNMALE
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Compared with
the previous

Major air emissions and FEARR 2019 (tonnes) 2018 (tonnes) year (%) Mot 1)
waste water discharge BRI R 5KE ZE-AFEMW)  ZB-NFH) BATFLEB(%)ED
Nitrogen oxides REa/y 16.9 15.5 +9%

Particulate matter R 5.3 52 +2%

Sulphur dioxide —&tm 2.3 21 +10%

Sulphuric acid mist e 4.2 14.1 -70%

Ammonia &, 0.3 1.0 -70%

Processed waste water EERIRRY)TK 5,066,058 5,837,668 -13%

Note 1: Atmospheric emissions released by different products during production have
different compositions and proportions. The Group’s increased proportion of middle
and high layer count PCBs in production in FY2019 resulted in a rise in the amount
of some atmospheric emissions. In addition, as we replaced some production
equipment, old and new equipment operated together for a period of time in
FY2019, which also led to an increased amount of some atmospheric emissions.

30 ELEC & ELTEK INTERNATIONAL COMPANY LIMITED f&kFIZEEEBRAE

a1 TRERNEEGREZTELNREHERDKRAS M
LPIBFATE « REBR - - NFEMBFES
B EENRIAZEAR EEMLA L7 - SHBHAR
PERCROBERR BB PTIE NN « BESD - AR ERAFIN =
TNFHRFREGERIMOEERE  HER
BYFATEF—RER - IREEEOARIRY
EVBEBEIE AN



SUSTAINABILITY REPORT
—.I- j:% nﬁﬁ]ﬁ ﬁ%

Waste Management

To facilitate effective reduction of hazardous wastes, we have implemented
a range of measures. During the Reporting Period, the Company actively
encouraged its production departments to reduce the generation of wastes
through the adoption of various measures:

° reduce the use of banned substances, including mercury, according
to the EU Restriction of Hazardous Substances (RoHS);

° reduce the total amount of photosensitive material waste by spin-
drying the film residue;

. remove the shaft by draining and cutting the waste filter element to
reduce the weight of the element;

° recycle the copper-containing etching waste liquid for electrolytic
utilisation to reduce the amount of the liquid discharge; and

° remove copper from spent alkaline etching and reuse the processed
alkaline etching to reduce environmental pollution.

Moreover, we have also devoted significant effort to the storage and
management of hazardous wastes against spilling or leakage. Our strategies
for hazardous waste management are as follows:

° transfer all the hazardous waste to a professional organisation
recognised by local environmental protection departments for safe
disposal;

° designate people to manage hazardous wastes at the dedicated
storehouse;

o pack hazardous wastes in woven bags with clear labelling;

° set up a hazardous waste collection storehouse in accordance with

instructions for emission control in production lines; and

° hire a qualified third-party solid waste disposal company to handle of
hazardous wastes regularly.

° review qualifications of third-party solid waste disposal companies
and hire a qualified solid waste disposal company to regularly deal
with hazardous waste.
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We are equally committed to the proper handling of non-hazardous wastes.
Waste recycling areas are set up in all premises of operation. Different types
of wastes are marked with labels for identification and separately collected
and stored. At the production plants, we are also engaged in proactive
recycling of non-hazardous waste. In addition to our current recycling
programmes, we also aim to implement more waste reduction measures as
well as to work closely with third-party waste collectors. In daily operations,
we encourage employees to use our online system at work to communicate
with each other so as to effectively reduce paper waste.

The volume of waste generated by Elec & Eltek in FY2019 is set out as
follows:

2019 (tonnes)
—E—NF ()

BRREERHEEEZVNEE - RANE
BESMADEREERYENE @ RREE
WRBETORRBRENTF - EREERE
FE - RAITEBEWEEZERY bR T R
BAMERARIN  HATKEEEREZH
BEERVBEREE  YRE=TEZEVNEOKEZ
atE - BREES  RAZEE THAEF
R LER  BERABENSERE - NED
BRRDBEBAMELERZBN

TMNLE_T-NFURFENERZYELE :

Compared with
the previous

year (%) Mot 1)
BYAIF EL By (%)

2018 (tonnes)
—=—\F (W)

FEEEBREY

FEEEMKOHEED 1,613
(anBE - B - f10E
BHARIES)

Metallic waste (e.g. beryllium, SCEEEY (M - 8K
chromium and mercury) REE)

Waste that might contain inorganic 7] BE S E# sl A K 75 B 165
or organic compound (e.g. oil/water EEZ4)(4n5m K ~ &
or hydrocarbon/water mixtures or  FCES WS FL L& ~ k-
emulsion, dye, coating, cyanide, R SUEMES)

Major hazardous waste

Waste containing primarily organic
compound (e.g. ether, phenal,
resin, organic solvents, etc.)

27,488

etc.)
Acidic waste RERE 1,792
Alkaline waste 237 1,517
Tin-containing wastewater RERIHK 1,468
Major non-hazardous waste FERETBREY
Domestic waste A TR 730
Paper # 29
Card board iR 697
Subplate iR 2,486
Kraft paper HR 4R 2,274
PE film PEE 40
Aluminium sheet Eic)a 650

Note 1: The waste released by different products during production has different
compositions and proportions. The Group’s increased proportion of middle and high
layer count PCBs in production in FY2019 resulted in a rise in the amount of some
waste emissions.

32 ELEC & ELTEK INTERNATIONAL COMPANY LIMITED f&kFIZEEEBRAE

1,577 +2%
26,146 +5%
188 -12%
2,482 -28%
2,679 ~43%
1,433 +2%
678 +8%
24.0 +23%
663 +5%
2,163 +15%
2,168 +5%
39 +2%
554 +17%

fiFEl: TRERNEERRTBHNEEYRS ML)
BFITE - AEER - ZE-NFHBRFETRE
ENfRIABRAR R EE RO L L7 - SRR B e
BEE BRI -



SUSTAINABILITY REPORT
ARERRERE

Performance Overview

In FY2019, the Company used various equipment to measure emissions and
discharges generated throughout the production process and formulated
regulations and operating procedures with an aim to reduce the volume of
air emissions in all operating areas, such as production plants, offices and
staff quarters. In addition, we also place a strong emphasis on preventive
measures. We hire people to evaluate sources of discharges and emissions
on a regular basis, deploy energy efficient technologies and equipment within
the Company, research on schemes to reduce discharges and emissions
at source, and seek further opportunities for recycling discharged matter
and turning them into usable resources. We also make proactive efforts to
optimise facilities and procedures for reducing and processing discharges
and emissions to ensure their effectiveness and practicability.

The Company implements an ISO 14001 certified environmental management
system to control waste water, air emissions and wastes generated during
the production process at source. Improvement measures are carried out on
an ongoing basis to reduce discharges and environmental hazards. Moreover,
we are well aware that employees play an important role in controlling our
discharge and emissions. Hence, we have committed a considerable amount
of resources to educate employees to promote environmental protection
measures and principles. Regular trainings are held to ensure that all
employees are equipped with the latest information on environmental policies
and requirements. We have also established a dedicated environmental
protection taskforce that is responsible for formulating and implementing our
environmental strategies, defining the environmental objectives, coordinating
their environmental initiatives, supervising the implementation, performing
environmental audits and developing correction plans.

With the measures put in place by the Company in FY2019, it achieved
a reduction in both the sulphuric acid mist and ammonia produced as
atmospheric discharge, and will target to reduce other major air emissions
and waste water discharge produced by the Company. While the Company
has achieved a reduction in the volume produced of such major hazardous
waste products as acidic and alkaline waste, there have been increases in
some of the major non-hazardous waste produced. The Company aims to
reduce the production of paper, PE film and aluminium sheet waste products
in both the short and long term.

REEE
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FERAAEREREGE R TR s - IR TIRER
BT R - BREZ SR ERENAREE
RIS - BT EBE(CERTEHHR
B EREBRENRERML

ARNABANEBEMISO 14001RFEHER « %
TRERE £ E R EEMASK - BERKEEY
EITEE  BEBHRICER R - TEDR D EER
2 URDHIRENRE - 340 BIVRARE
BEEHIER - BT EESTEAR -
it - B#ORARZEERFAEBEEHE - UE
BIRREEMRR o B EBRMEI  BR
FIBRENTHBEBEREIKERATHNENE
e RMEXZIRARER A - sITLEE
NAMRREE RURREE - HHERKRT
B EBERER FRERREES - URGIE
BIUETE

RARR T NFURFEERZ BIER
BERRBERYTHEFERANELE - AR
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Carbon Emissions

During the Reporting Period, the carbon emissions of the Company’s
operations originated primarily from its energy consumption. The operation
of our plants, supported mainly by municipal electricity, generated an
approximate total of 219,263 tonnes of CO_e with a total intensity of
approximately 0.0014 tonnes per sqg. ft. of finished products in FY2019
(FY2018: 0.0016 tonnes per sq. ft. of finished products).

2019 (tonnes)
=2 —RE ()

T BE Bl (e

Carbon Emission Mote 1)

B BE B

R|EHRH - AR EEET BB R EE R
BREERER - RFUATEHEREZRRUME
RIMMEE R-T-NEMRFEMELE
AT #9219,263M — A/LIKE B(CO0) * BEE
REFTRKMBEEEXNFO0.0014M (= F—\
FRBFE : FFITRMKMA0.0016M7)

Compared with
the previous

Direct (Scope 1) emission B (B —) 11,527
(CO,¢ in tonnes) P (W — B LIRE &)

Indirect (Scope 2) emission M (g =) 200,896
(CO,e in tonnes) Bep(ma — & biRE £)

Indirect (Scope 3) emission i (EK=) 6,839
(CO,e in tonnes) (=&t ES)

Total carbon emission TRBEBEE 219,263

(CO,e in tonnes) (B=E(tRE=)

During the Reporting Period, we implemented a series of measures for energy
conservation and emission reduction to lower the carbon emissions of our
operations. For details of our measures for energy conservation and emission
reduction, please refer to the sections headed “Resources Consumption” and
“Energy Consumption”.

Note 1: Carbon emission is calculated with reference to the “Greenhouse gas reporting
— Conversion factors 2019” published by the Department for Business, Energy &
Industrial Strategy of the United Kingdom Government, “Baseline Emission Factors
for Regional Power Grids in China 2017 (Draft for Comment)” published by the
National Development and Reform Commission of China, the HKEX Reporting
Guidance on Environmental KPIs, and “A Study of CO, Emission Sources and Sinks
in Thailand” published by Geophysics Research Centre and Centre for the Study of
Earth System Environment and Adaptation for Sustainability.
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2018 (tonnes) year (%) Note2)
—E-NE(E)  BREELLER(%) )
20,268 —43%
241,910 “17%
7,569 -10%
269,746 ~19%

B S A B 3 — R 5 BE R BB FE R
BEEPNMIEN - BRAAMBERBHE RN
15 B2 ERER IR BERBRE—& -

BisET :+ AREBERZ 5T 8 2B Department for Business,
Energy & Industrial Strategy of the United
Kingdom Government 2 { Greenhouse gas
reporting— Conversion factors 2019) » FREIEIXR
BEMBEZEGAM2(017HERGERE
ELHFHRB(BRERAR)IREERHACRSE
AR AE DUEIZIE$RIES|) + Geophysics Research
Center & Center for the Study of Earth System
Environment and Adaptation for Sustainability 2.
(A Study of CO, Emission Sources and Sinks in
Thailand)
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Resources Consumption

The Company continues to improve production processes and deploy
advanced equipment to reduce energy and resource consumption. For
example, the Group has been gradually replacing with new air compressors
since FY2019, which is expected to save approximately 936,000 kWh of
electricity annually in the next financial year. We have implemented enterprise
resource planning (“ERP”) systems at all plants and offices to facilitate
the centralised administration and allocation of resources, and enable the
monitoring of manufacturing processes as well as materials and production
equipment. Moreover, to avoid unnecessary consumption of resources, the
Company has formulated policies to control the use of resources such as
water and electricity, in production and operation. We have established an
environmental protection taskforce to oversee relevant policies and measures.

As for consumption of raw materials, the materials consumed by the
Company can mainly be grouped into direct materials and indirect materials,
among which renewable and non-renewable raw materials account for
approximate percentages shown below:

BERER

ARBTEHBCEEERIZ - ABRERE - A
WA BER R ERBRE o I - R-F—NFE
WEEW  AEBERTSERFAZEHE
BFERR T AV BRERESFHEMENRBEE
B BMERAEIRNPAZEMEEEIR
HEI([ERP]) 24t - BB ERETTHR—EIE
MBI - R BREEERB AR REER
BREDR - BN RBRTUBENERHER -
ARBHIETHEEERSEBRPIEHIKRE
FEREAOBE - PRI T —IRRTIE
N EE B FRRIRIBUR KB I o

R EHERITE - AR BEERNDHAED B
BEEDHARBEDR - g4 AIBERTH
BERMEROBAE LT

Compared with
the previous

year (%)
B AT EE 3R (%)

Type of resources Mot 1) EREFM
Renewable raw materials AIBAEREM R 2%
Non-renewable raw materials TR ARV R 98%

Note 1: The consumption figures are collected from the bills and internal purchase records.

The Company will continue its research on the possibility of increasing the use
of renewable raw materials with a view to contributing to the consumption of
sustainable resources.

2% -
98% -

MiEE1  EREGE BRI B AR E M A E R RCER o

ARARGREHRFTTENATBERM A ERER
DHCRFIBENE - REREERER L~
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Our energy and water consumption and intensity for FY2019 is set out as BN T NFIHRFEREER KA ER
follows: ERFENAT

Compared with
the previous

year (OA)) (Note 1)

Type of resources B A £ L B (%) (i)
Urban electricity (kWh) ME(FREE) 359,753,501 418,912,134 -14%

Coal (tonne) I (18 - 5,721.6 N/A (Note 1)(Fiz:1)
Natural gas (cubic metres) KRB (LK) 5,548,666 2,811,674 +97% (Note 1)(Fit1)
Water (cubic metres) K(SZFFH) 6,501,337 7,194,724 7%

Compared with
the previous

year (%)
Type of resources (intensity) ERER(BE) B A1 £ EL B (%)
Urban electricity (kWh/ ME(FEE 2.3 25 -8%
square feet of finished products) BEARZEM)
Natural gas (cubic metres/ KRR (LFHK, 0.04 0.02 100% (Note (1)
square feet of finished products) BEARZKGS)
Water (cubic metres/ K(OGZFHKS 0.04 0.04 -

square feet of finished products) BEARZEM)

Note 1: Changes in related data were due to changes in production processes and MizE1 - MHESENESCRENEETSNE - THEK
replacement of old coal-fired boilers with new natural gas-fired equipment in plants. FREMEREMEBERFERARXARARORME -
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Energy Consumption

Most of the Company’s business uses electrical energy generated by the
burning of fossil fuels, a common energy source in the Asia-Pacific region.
Besides, we closely monitor our energy footprint to understand the emissions
of carbon energy. In addition to strengthening the internal implementation
of various energy conservation measures, the Company offers continuous
training and education to achieve the best results for these measures. The
following are some of the energy conservation measures adopted by the
Company in FY2019:

. increase the utilization rate of energy-saving or LED lighting;

° introduce solar panels for the street lamps in living areas to reduce
electricity consumption;

° establish energy-saving plans and targets, and carry out monthly
performance evaluation to the water and electricity consumption;

° encourage the operation departments to reduce energy consumption
and provide reward for environmental innovations;

° place green slogans and signs within plant areas to raise energy
conversation awareness of employees;

° implement a motor frequency conversion transformation project that
enables high-power motors to adjust their operating frequency to
save electricity; and

° conduct special training for the supervisors of production plans
regarding the conservation of energy and other resources in order
to facilitate execution of a top-down energy-saving management
approach.

RETRUR#E

AR B R A BD D F 5 B 55 KR /Y BE R 2R —
B AR CORBRRRELENERE - B
bz 5 - RAE B W BB IR R BFIA T A7
MEEIRHIBEIIB R © BRBDINSR B jE % M AR 6L
SN - AR B EREFENEIIHE A ED
AR RREORERR - U TARZZE—NFHR
FEARR BRI — B D EREERE

. HEINEfBE R SLEDB R A 3%

. RERERRBERKEGEEER - UK

= .
B a8

. HIEEREE BB 1R - $OKEREETT

AREHE -

. R ER PR BEIRIERE - RIRFEA
FEE R R

. EIRREAREFOZEMRE A

REEEMNEESE

« EREREMIEER  SANEER
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Water Consumption

The Company takes into account the impacts arising from the use of water
in our environmental assessment and has factories and main businesses in
areas well supplied with water. To reduce water consumption, the Company
emphasises recycling and conservation of water resources. Due to the
varying natures of our businesses and production processes, we encourage
our plants to establish individual water conservation and recycling schemes
according to their own needs and local situations. The Company measures
and analyses daily water consumption data to develop historical records for
review., enabling us to establish a more comprehensive and efficient water
conservation plan.

In addition to assuring energy efficiency, the Company also seeks to maintain
stability and quality of water supply by sourcing from the government water
supply system. During the Reporting Period, the Company did not experience
any problems in securing appropriate water sources.

Packaging Materials

Our production departments have developed internal management guidelines
for packing materials such as recycling and reduction plans to avoid over
consumption. For instance, we sort the foam plastics by category and reuse
it when needed. The consumption of cartons, plastic wrap and paper are
based on actual demand, and the usage is solely intended to protect and
prevent damage to our finished goods during the delivery process. We firmly
implement internal guidelines for the reasonable use of packaging materials
and believe that this effort will enable the Company to effectively contribute to
environmental care while reducing production and operating costs.

2019 (tonnes)

2P/
ARARERBFEREBREREAKEROE
2 BIMEEEEHIIAEKTZHMH
& o BRADFEKE @ AARERKERIEL
BEEA - AREMPIMEFMEETEEED
B RPEE TRARE S 3 EEME 5N
TE BB MEIKFI UGB - AR FE B EFEK
EERHETTRE R DT - AR £ 50 8R A
B - AL HIEE NEE S ETKET S

BreeIRMEE 2 5h - AR B RRITIBEHIKIR K
KE - —OIRKEREBFHKES - REE
HifE] - AR BLEEEBRFBVERKIRAIFEE o

BEMF
HPWAEERPIGIE T BRMHABEIRERE
(anEI R D FHE) - AR RIBEEA  f
o HAPRIERI SRR BRI TR - XEF
RRBEER - M8 - RERESREMMARIR
FER  ERRNREND LEZREEEPEHK
mEKIEE c RMBEEHEBSIEERBEM
B ERIES] - WAREZ BB < R RIERIE
FEREERANRE - BRULRRERER
B—ozh-

Compared with
the previous

BRERMHESR

Type of packaging materials

Carton W) 532
Plastic wrap IRER B 5 102
Card board IR 1,020

R AR 267

Drench membrane paper

Note 1: During the Reporting Period, we made changes to the packaging
methods of our products to replace cartons with plastic wrap, card
boards and drench membrane paper as packaging materials.
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Noise Management

The Company has proactively responded to noises generated from our
production facilities. We have assigned a dedicated taskforce to conduct
regular noise tests and controls, while soundproof enclosures have been
installed for equipment and facilities generating loud noise. Meanwhile,
sound-proof covers have been added on outdoor wind turbines and power
generators, together with relevant shock absorbing measures to reduce noise
pollution.

Surrounding Environment

Our plants are mostly located in industrial parks with relatively low biodiversity
impact on the surrounding environment. To improve the surrounding
environment in industrial parks, green lawns have been planted around of
our production facilities, in an attempt to purify, moderate and improve the
air quality. Separation and anti-seep measures have also been adopted
for the ground-level drainage and the underground water tanks to prevent
soil pollution. Through the implementation of such measures, we hope to
minimise the adverse environmental impacts on natural habitats.

Performance Review

During FY2019, the Group adopted more environmentally friendly production
scheme and measures to reduce the environmental impacts from our
production and operation activities. The Group expanded the scope of
disclosure of environmental, social and governance performance reports
during the financial year thanks to effective information collection and
preliminary analysis and preparation. In the future, we will care deeply about
social and environmental well-being. We provide more quantitative indicators
regarding waste and carbon emissions and resource consumption. We
are committed to controlling the increased consumption on resources and
generation of waste resulting from the growth of our businesses. We will
continue to identify our performance gaps, work steadily towards our future
targets, and devote ourselves to the promotion of sustainable economic,
environmental and social development.

The Company has achieved a reduction in the amount of CO,e generated
from FY2018 to FY2019, while the percentage of renewable raw materials
that the Company consumed remained the same from FY2018 to FY2019.
The Company aims to continue to reduce the amount of CO,e generated in
the coming year, and, through its research, hopes to see an increase in the use
of renewable raw materials. In terms of the energy and water consumption of
the Company, there was a reduction in the amounts of urban electricity and
water used, but an increase in the amount of natural gas used. The Company
experienced an increase in the amount of packaging that it used in FY2019,
but targets that, through the implementation of firm internal guidelines for
the reasonable use of packaging materials, there will be a reduction in the
Company’s packaging consumption in the long term.
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SUPPLY CHAIN POLICY

Management Approach

Elec & Eltek attaches great importance to inclusive growth with suppliers and
implements sustainable supply chain management by adopting factors such
as regulatory trends, changes in the external environment, and the maturity of
industrial technology as the standards for implementing supplier sustainability
assessment. The Company is aware that products and services provided
by suppliers have a direct impact on our products and services. Therefore,
we have developed and implemented supply chain management systems,
including Supplier Management Procedures, Procurement Evaluation
Procedures, and Risk and Opportunity Identification and Control Procedure,
and have required all the management and employees to follow. Suppliers
are eligible only after passing our Company’s fair and stringent evaluation.
A vetting process is also conducted in respect of the business licenses,
accreditations and qualifications of suppliers, including various international
quality management system (“ISO”) accreditations (such as ISO 9001, ISO
14001, etc.), OHSAS 18001 (occupational health and safety assessment
series accreditation), safety testing and certification of the United States — the
UL Certification (“UL”) and test reports under the Restriction of Hazardous
Substances (“RoHS”), to ensure suppliers’ compliance with the Company’s
requirements and internationally recognised standards. We ask unqualified
suppliers to fill out the “Supplier Improvement Report”, requesting their
improvements within a specified period. If improvements are not made within
the deadline, we will revoke supplier qualifications.

Supply Chain Management
The numbers of the suppliers engaged in FY2019 are as follows:

B BUR

BB

AR EGAERAEEIRBKE  EEH
EERIHETIE  LUARBY - INBREN
B EENMBERRAESEREAEERIFE
BRITENEHRISE - ARaERBEARERS
REMNERNRE  YEANERERBEER
EYE ARRMAIEEEET —RyIEE
BEERGE - BiE(HERERERER) ORE
FHE TR ) R R B 2 & R A SR )
L WEBKBEEEABRESBYEHRT -
TR ARNARE B ERA - HERBET A
FREEMHEERTG BT HHRERD
BEYR  REERBEHETEES  HPs
BEEEBREEEEREFA([1S0))RE (LSO
9001 %ISO 14001:8) * BELZE2HEEE R
(OHSAS 18001)R%# * EEZ 25 (ULDR
BRHBEEMMERSIE([RoHS ) A RS
E£% 0 UBREEEFTE AR B Z R RBEE
RANMRAE o ST T AR - RPIEREH
BERHERNSES®RE] - BEREBTRANE
HE - BERERBHATHRE - KMIEH
SHEAL R B o

HESEEE
—E-NFYRFERANKERRELT

Supplier Distribution HIER 2
Total suppliers e A
Total number of local suppliers Ko EE AL
Total spending on procurement REETH

REA RN REA

Total spending on procurement from local suppliers

Total number of new suppliers passed environmental — EiBRE Rt & THE ML ER A
and social assessment

Total number of new suppliers passed environmental
and social assessment were engaged
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We uphold the principle of local development and local supply and actively
develop and operate local suppliers. Almost all of the materials for the plants
in Guangzhou are procured from local suppliers, while approximately 61%
of the materials for the plants in Thailand are procured from local suppliers.
During the Reporting Period, the Company spent approximately RMB45
million in total each month on local suppliers.

We have set up a supplier approval committee dedicated to the supervision
of the supply chain. Primary members of the supplier approval committee
include engineers of the manufacturing and engineering department,
engineers responsible for quality control on incoming materials, as well
as quality engineers and procurement officers. The committee is directly
responsible for approval, monitoring, communication and regular evaluation in
connection with suppliers of materials. It will also conduct audits on suppliers
where necessary.

The Company also monitors the quality of products provided by its suppliers
on a continuous basis. To avoid compromising the quality and safety of
the Company’s products, suppliers who fail to meet our standards will be
suspended from doing business with us. Meanwhile, for new suppliers,
we send members of the supplier approval committee to conduct on-site
assessments at their production facilities and sample tests on their products
to ensure compliance of their products with our quality requirements. Only
suppliers who have complied with the Company’s requirements will be
included in the Company’s list of qualified suppliers. Annual reviews of the
suppliers are conducted through an on-site examination of their quality
management, environmental systems, production environment and social
responsibility, in order to ensure their products are in alignment with our
principle of sustainable development.

In addition to the existing suppliers, the Company also sources for new
suppliers in order to reduce risk of over reliance on major suppliers.
In FY2019, all new suppliers selected by the Company had passed
environmental and social criteria to ensure that procurement of materials and
services procured are in line with the Company’s standards, while minimising
interruptions on the supply chain, surroundings and society, thereby achieving
sustainable operations.

Performance Review

In FY2019, we continued to promote sustainability in our supply chain and
generate value to where we procure. We enhanced our scope of disclosure
to provide more details of our procurement strategies. We maintained a high
local procurement rate, reduced carbon emissions caused by long-distance
transportation, and created local job opportunities and economic prosperity.
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PRODUCT RESPONSIBILITY

Management Approach

We look at establishing a good and long-term relationship with our customers
to increase their loyalty with a primary focus on customer experience of
products and after-sales services. Therefore, we have set up comprehensive
after-sales service and customer complaint handling procedures to regularly
receive, analyse, and study customers’ opinions and complaints and assigned
dedicated staff to follow up and make improvement, so as to ensure a timely
response to the needs of our customers and improve the quality of services.

In addition, to ensure the transparency and accuracy of product and
service information, the Company requires all customer service personnel
to keep relevant records of any communication with customers. During the
Reporting Period, there was no record of, or demand for product reclaim,
and the Company undertakes to maintain our product quality at a sound and
professional level to satisfy customers’ needs.

During FY2019, the Company was not aware of any material breach of
applicable laws and regulations pertaining to product responsibilities that had
a significant impact on the Company, including but not limited to the Product
Quality Law, Law of Protection of Consumer Rights and Interests, and
Advertising Law of the People’s Republic of China.

Product Safety and Quality

The Company actively follows the product safety and environmental
protection policies of governments of various countries and has proactively
obtained various product certifications, including Quality System Certification
ISO 9001:2008 and IATF 16949. Meanwhile, a third party professional
organisation is engaged annually to perform hazardous substance
examination on our products in compliance with the EU Restriction of
Hazard Substance (“RoHS”) and Registration, Evaluation, Authorisation and
Restriction of Chemicals (“REACH”) to ensure the safety of our products. The
Company has formulated various quality standards and relevant guidelines
covering the entire business process from inspection of raw materials to
packaging and delivery. Our relevant personnel conduct quality checks of all
finished items prior to their delivery to prevent sub-standard products and
ensure consistency of product specifications with customers’ requirements.
Through ongoing improvements and comprehensive quality management, we
hope to attain the Company’s objective of “doing it right at the first take”.

We also arrange regular training and assessment for quality inspection and
production departments. During the Reporting Period, Hong Kong Quality
Assurance Agency organised the VDAB.5 process audit training in Kaiping
Elec & Eltek to promote employees to understand quality requirements of
product manufacturing processes and master quality capabilities and ensure
that the knowledge and skills of employees are in line with increasingly strict
quality requirements and we can maintain our business performance and
product quality.
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Customer Satisfaction

Our sales team maintains regular contact with customers to make sure that
they are satisfied with our products. We have set up a customer service
hotline and dedicated e-mail account for a timely response to customer
complaints. We regularly analyse customer feedbacks with different
departments. In the near future, we aim to establish a unified and real-time
customer opinion collection system, in order to further reduce the response
time to any issues upon their occurrence.

Data Protection and Privacy

Elec & Eltek is responsible for protecting customer information and intellectual
property rights and strictly abides by provisions of the Chinese government
and relevant laws and regulations, including but not limited to the Product
Quality Law, Law of Protection of Consumer Rights and Interests, Tort
Liability Law, Contract Law and Advertising Law of the People’s Republic of
China. The Company has a data protection policy well in place and strictly
requires our staff to comply with relevant policies and sign confidentiality and
non-compete agreements and handle and store customer-related information
with prudence and care. We have also established various controls to protect
customer information in our systems. Such internal control measures are
reviewed on a regular basis to ensure their effectiveness. All of our data and
information are processed through an enterprise resource planning (“ERP”)
system. The access and modification rights are strictly granted on a need-to-
know basis with respect to the job responsibilities of the particular personnel.
We have further established a data recovery procedure to perform regular
data backup in case of emergencies.

During FY2019, the Company was not aware of any material breach of
applicable laws and regulations pertaining to data protection and privacy
that had a significant impact on the Company and we have no substantiated
complaints received concerning breaches of customer privacy.

Intellectual Property Rights

The Company believes that innovation is crucial to business success.
Therefore, we protect intellectual property by constantly registering new
technologies and applying for patents with the State Intellectual Property
Office of China and other countries/regions. So far, we have obtained various
trademarks, patents and third-party licenses. Our trademarks are registered
in Hong Kong and Singapore. We provide a full spectrum of integrated,
value-added products and services to some of the world’s major Original
Equipment Manufacturers (“OEM”), who market products under their own
brand names, and leading CMS providers, who provide proprietary products
for OEMs. Furthermore, we own a number of patents in our operations in
China, which relate primarily to designs for devices used in the production of
PCBs and process technologies. Our employees are required to sign a non-
disclosure agreement which prohibits the disclosure of any of our proprietary
technologies. During the Reporting Period, we were not aware of any
proprietary technology leakages by our employees.
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Performance Review

With a strong development focus towards our customers, the Company
was not aware of any material breach of laws and regulations pertaining to
product and service quality, information, labelling, marketing communications
and customer privacy that had a significant impact on the Company during
FY2019. The Company hereby promises that it will continue to closely
monitor related daily measures to prevent violations, improve product safety
and quality, and protect personal data and intellectual property rights.
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LOCAL COMMUNITY

Management Approach

Guided by the concept of co-development with the community, the Company
is actively developing while still keeping pace with the community’s growth.
We have been sparing no effort to ensure the health of local residents,
improve the living environment of the community and develop local
industries, and actively strengthen interactive communication with residents
through various neighbourhood-friendly activities such as promotion, caring
community services and caring for vulnerable groups. In addition, in line with
public welfare activities carried out by the Company, we will fulfil our corporate
citizenship responsibilities with good faith and jointly build a harmonious
society.

Community Development

In FY2019, we did our utmost to support the disadvantaged groups in the
community by organizing various community activities to bring warmth to
the rapidly developing community. During the Reporting Period, we visited
the elderly in rural areas during the Mid-Autumn Festival with the idea of “a
visit to the elderly in the Mid-Autumn Festival, a bundle of love and care” and
provided them with daily necessities and true blessings, create a climate of
caring and respect for the elderly. We also participated in the charity event
“Donate One Day’s Income” held in Kunshan City of Jiangsu Province to
donate money to the Kunshan Charity Federation which was launched to help
the local underprivileged communities. In addition, we have set up a charity
fund. Employees who participated in this campaign would donate RMB1 each
month, while the employees of manager grade or above contribute RMB10
each month to the fund to help employees with financial difficulties.

In addition to the community development activities, advocating education
has also been our tenet that has been emphasized repeatedly. During the
Reporting Period, the Company actively worked with local governments to
organise various education activities such as training aimed to impart first aid
and fire safety knowledge to residents with local fire brigades. In addition,
we have created a large number of job opportunities for the local community
as well as offered internships to the younger generations. Since 2010, the
Company has been offering the “Vibrant Youth Undergraduate Internship
Programme” in association with Kowloon Federation of Associations in
Hong Kong, providing opportunities for undergraduates in Hong Kong to
participate, in person, in internship projects in Mainland China, with a view to
helping them to broaden their vision and thinking, and to gain insight on how
Hong Kong companies operate in Mainland China. We will continue to give
back to society through volunteering and donations and lead Elec & Eltek’s
people in learning and understanding social responsibility value, extending our
care for talent and society in all respects.
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GRI APPENDIX
Items disclosed Reporting requirements
#EEE WBER

GRI 102 General Disclosure (2016)
GRI102—BRIETE(=Z— < F)

102-1 Name of the organisation
102-1 e 2

102-2 Activities, brands, products, and services
102-2 B Mg EmERS
102-3 Location of headquarters
102-3 BB EE

102-4 Location of operations

102-4 LERE

102-5 Ownership and legal form
102-5 FrAEREERETH

102-6 Markets served

102-6 R RE R TS

102-7 Scale of the organisation
102-7 B R

102-8 Information on employees and

other workers

102-8 BT EH TIEE R AR

102-9 Supply chain

102-9 2t

102-10 Significant changes to the organisation and
its supply chain

102-10 B E e B A

102-11 Precautionary principle or approach

102-11 TR AN T &

102-12 External initiatives

102-12 HMEBIE R

GRIFff &%

Related sections

1EEAER D

Elec & Eltek International Company Limited
AL EEEBR AR

“About Elec & Eltek” — “Business”
[ B Ze3E | — [ 275 )

Headquartered in Hong Kong
HEBRAEEE

“About Elec & Eltek” — “Business”
[ B Ze3E | — [ 275 )

“About Elec & Eltek”
[BEIRMKA Z 3% |

“About Elec & Eltek” — “Business”
[ B Z5E | — [ 275 )

“About Elec & Eltek” — “Business”
[ B Ze5E | — [ 275 )

“Talent Management” —
“Staff Recruitment, Promotion, and Dismissal”.
No significant work was performed by workers who are
not employee

[AAEE |- BIBE - SHMNERE]
WHEESZ T EHE S LASMNY T AEST

“About Elec & Eltek” — “Business”
[ B Z5E | — [ 275 )

No significant changes
REEALRE

“About Elec & Eltek” — “Business”
[ B Ze5E | — [ 275 )

“About Elec & Eltek” — “Sustainability Governance”
[BARMKFIZE | - [AIIHERRE R
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Items disclosed
BEEE

102-13
102-13

102-14
102-14

102-16
102-16

102-18
102-18

102-40
102-40

102-41
102-41

102-42
102-42

102-43
102-43

102-44
102-44

102-45
102-45

102-46

102-46

102-47
102-47

102-48

102-48

Reporting requirements

HBEER

Memberships of associations

AHENEEER

Statement from senior decision-maker

IR B KRR

Values, principles, standards and
norms of behaviour

EfE - RA - REMTT AR

Governance structure
SRIRAETE

List of stakeholder groups
FISEERAREE

Collective bargaining agreements
B

Identifying and selecting stakeholders
R EEERERARA

Approach to stakeholder engagement

HEMERBERENBBI TS

Key topics and concerns raised

RHEZBRR T EREETER

Entities included in the consolidated
financial statements

BHUBBRTAESNER

Defining report content and topic boundaries

Listing of material topics

FIHERE®E

Restatements of information

AMER

Related sections

iR

CPCI/ECEA/EICC
CPCI/ECEA/EICC

“Message from the Board”

[EEgaiil
“About Elec & Eltek” — “Objective, Mission and Belief”
(BRI E ] —TBIR - s RER

“About Elec & Eltek” — “Sustainability Governance”
BANMERRE |- [ASEERES

“Sustainability Management” — “Stakeholder Engagement”
[FHBEERER |- [HHE2H]

No collective bargaining agreements were signed
W EFZ AT R A

“Sustainability Management” — “Stakeholder Engagement”
[FEERERE|-[HHELH]

“Sustainability Management” — “Stakeholder Engagement”
[SEBREE | -HhESH]

“Sustainability Management” — “Stakeholder Engagement”
[FEHRER |- [HHE2HE]

Please see the 2019 annual report
B2 T -NFEFR

“About This Report” — “Scope of Report”
“Sustainability Management” —
“Summary of Materiality Assessment”

[BARARRE | —[wEHE]
[FEZRREE |- [EE2HTHEE]

“Sustainability Management” —
“Summary of Materiality Assessment”

[HERREE | -[ERUFEHE]

The training hours of FY2017 under the
“Talent Management” — “Development and Training
and the amount of packaging materials consumed
in FY2017 under the “The Environment” —
“Resources Consumption”
[AFER]-[HIRERIT 2+ FHHFEDN
Bl AR RR | - [ ERERIT
T FPRFENREMEASE
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Items disclosed Reporting requirements Related sections
BEER HEER HEEH S
102-49 Changes in reporting No significant changes in the material topics and
boundaries
102-49 & BEFERERUEERNE L
102-50 Reporting period 1 January to 31 December 2019
102-50 R HIR —E-NF-A—HE+=ZA=+—H
102-51 Date of most recent report 30 August 2019
102-51 F—REmEENBS —Z-AFNA=TH
102-52 Reporting cycle Each financial year
102-52 HE A BUYRFE
102-53 Contact point for questions regarding “About This Report” — “Contact and Feedback”
this Report or its contents
102-53 BHAMEENE AT EEAESEA [BERARE ] —[BMERRESR ]
102-54 Claims of reporting in accordance with “About This Report” —
the GRI Standards “Reporting Standards and Prin