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SCOPE AND REPORTING PERIOD

This is the fourth Environmental, Social and Governance (“ESG") report of
SCUD Group Limited (the “Company”, and together with its subsidiaries,
the “Group”) with disclosure reference made to the ESG Reporting
Guide as described in Appendix 27 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”). The Group complied with all the “comply or explain” provisions
set out in the ESG Reporting Guide from 1 January 2019 to 31 December
2019 (the “Reporting Period”).

The Group is principally engaged in the development, manufacturing
and sale of lithium-ion battery modules for smartphones, tablets and
other smart electronic products as well as the provision of comprehensive
power supply solutions for various consumer electronic products. This
ESG report covers the Group's overall performance in two subject areas,
namely Environmental and Social, of its major business operations in the
People’s Republic of China (the “PRC") unless otherwise stated. The
major business operations identified in the Reporting Period included:

(i) Scud (Fujian) Electronics Co., Ltd. (“Scud Electronics”) in Fuzhou,
Fujian province of the PRC; and

(i) Scud Battery Co., Ltd. (“Scud Battery”) in Fuzhou, Fujian province

of the PRC.

There were no major operational changes in the scope compared with
the period from 1 January 2018 to 31 December 2018 (the “Last
Reporting Period”).

STAKEHOLDER
MATERIALITY

The Group engages with the board of directors (the “Board”) of the

ENGAGEMENT AND

Company, senior management, frontline staff, trade unions, suppliers,
customers, and regulators to obtain valuable insights and identify areas
of improvements. The Group communicates with stakeholders via various
communication channels such as direct conversations, suggestion boxes,
e-mails and regular meetings with employee representatives and suppliers
on a weekly, monthly or yearly basis. Through internal communication, key
concerns on the variety of menu choices, maintenance of dormitory, period
length of overtime work, shuttle bus routes, workplace environment,
and the handling of employee complaints and suggestions were raised.
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In order to identify significant ESG issues, the Group specifically engaged &4 Bl 8 AAIESGEEE - 7N 5= B 7 45 27 R A 45 51 6
key stakeholders such as the Board, senior management, frontline staff, Z=&  ZHEEE . FIHEET - ZTF - HEFK
customers, suppliers and regulators during the Reporting Period. A total  ecssmpg e r SRR L Em - WA H163B T2 E
of 163 quantitative surveys were returned. Results of the materiality 4 . SEWTENERERESCGEEBRMNSAHESD
assessment and the consolidated list of ESG material aspects are B T 4B 2 £ 480 27

presented in the following matrix and table respectively:

Materiality of Different Topics from Stakeholder Engagement
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Internal Assessment on Importance to Business

HEBEZERARE G

A. Environmental Issues IBiERI5E B. Social Issues LA

Al Energy BEIR Bl  Employment (=
A2  Water 7K B2  Health and Safety BENZE
A3 Emissions ek B3  Development and Training R &I
A4 Effluent and Waste SR EEEY) B4 Labour Standards SITRA
. ——
A5  Otfher Raw Materials A EH B5  Supply Chain Management  {fEG#EE R
Consumption Sl B6 Infellectual Property Rights 413 E
A6  Environmental IRIRBUGR '
Profection Policies B8  Customer Service 5P R
B9  Product Quality EmEE
C. Otherlssues HAth A
B10 Anti-corruption R&S
C1  Food Health R
and Safety & B11 Community Investment tEIEE
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Among the environmental and social aspects, the following topics are
identified as the most material issues to the stakeholders:

° Energy

e  Labour Standards

° Anti-corruption

e Supply Chain Management

° Emissions

STAKEHOLDERS' FEEDBACK

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

THE GROUP’'S ESG COMMITMENT

The Group holds regular board and management meetings to
communicate ESG issues. Management of the Group is responsible for
identifying the risks and opportunities of ESG issues in the business
processes (e.g., economy, environment, labour practices, occupational
health and safety, etc.). The Group conducts in-depth discussions to
better integrate the ESG factors into the Group’s risk management,
business strategy and financial planning. ESG objectives are achieved
through effective implementation of policies and monitoring of ESG
performances in all aspects.

THE GROUP’S SUSTAINABILITY MISSION AND
VISION

The Group unswervingly takes the path of sustainable development. It
is dedicated to continuously improving the approaches to operational
risk management, optimising its business model while protecting the
environment and fulfilling corporate social responsibility. Meanwhile, the
Group ensures strict compliance with national laws, regulations, guidelines
and standards. In addition, the Group listens carefully to the opinions of
the employees and actively adopts any feasible solutions proposed by the
employees in a bid to improve the workplace environment and working
procedures. The proposals comprise initiatives and control measures
on resource saving, reduction of emissions and process improvement.
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The Group also keeps abreast of the latest market development, meets
stakeholders’ needs, and commits to upholding the core values of
honesty, fairness and justice in business. The Group emphasises corporate
social responsibility as one of its core principles in all business activities,
so as to create values for the environment, employees, customers, supply
chain and the community.

ACCREDITATIONS AND CERTIFICATIONS

The Group’s constant pursuit of excellence in service and remarkable
achievements in workplace safety, environmental protection and
corporate social responsibility are recognised by the local government and
international organisations and has obtained the following certificates
during the Reporting Period:
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Awarded Units

ERTFEM
Certifications Scud Electronics  Scud Battery
RE RERET RERE M
Quality Assurance BEERE
ISO 9001 Quality Management System ISO Q001 EEEEER v/ v
TL 9000 Quality Management System for ~ TL 9000E (=4 £ & 18 X v/
Telecommunications
IECQ QC080000 Hazardous Substance IECQ QC080000F EMHE A2 T2 v/
Process Management (HSPM) System (ERYRERBERHFENR)
R
GB/T 23000 - Integration of GB/T 23000 —{EE(LETE({b@mE v
Informatisation and Industrialisation BIEER
Management System
Occupational Health and Safety BEXRERZZ
ISO 45001 Occupational Health and Safety SO 4500152 FHL 2 EEERX v/ v
Management System
Certificate for Safety Production TREERELEEE =& v/ v
Standardisation — Level 3
Environment Protection B4R
ISO 14001 Environmental Management ISO 14001 3RIFERIER v v
System
Corporate Social Responsibility hEHEEMT
Responsible Business Alliance (the “RBA”) B EHEFMEFHE ( [RBAl ) -7/
— Code of Conduct Certificate HRFEE
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The products delivered by the Group have demonstrated compliances
with relevant international standards and specifications. During the
Reporting Period, the Group has obtained the following certificates of
conformity from various internationally-recognised accreditation bodies:

B i

KEBS
o RBEHABA - ARECKZRERRATNHR
EHRBREGUATERES:

NHEMESERNTEHBBEREERR

Awarded Units

BRFEN
Product certifications Scud Electronics  Scud Battery
EmRAH RERET RERREM
e CE Marking ("CE"); o CEEFR([CED): v v/
e China Quality Certification (“CQC");  ® EPIEEM F(cqcl): v/ v/
e Korea Certification (“KC"); o BEEIRE(KC]): v v/
e (B Scheme Certification (“CB"); o CBERRF(CBI): v/ v/
e China Compulsory Certificate (“CCC"); * HRIEHRE(CCC): v/ v/
e Restriction of Hazardous Substances ~ * EEUWWERGIES(TROHS]): v v
Directive ("ROHS")
e TL 9000 Quality Management System ® TL9000EEHEEIERZAK ; v/
for Telecommunications;
e RBA - Code of Conduct Certificate; o RBA —1TAMER|EE v/
e Product Safety of Electrical Appliance & ® %ﬁ?&ﬁ&%ﬂéuuﬁﬁ(wsﬂ) v
Material (“PSE") certificate BE
e CQC Certification on High density e iPhone 65 plus= % [Z 2B 757 v/
lithium-ion battery for iPhone 6S plus CQCRE

Actually, Scud Electronics is involved in the drafting of SAC/TC 28
China National Information Technology Standardisation. Scud Battery
has also fulfilled the standard requirements for information technology,
i.e., GB/T 35590 Information technology -- General specification for
portable digital equipment used powerbank. Products of Scud Battery
have passed strict reliability tests, such as crack-proof, short-circuit
protection, material flame-retardant, electricity leakage protection, wear
resistance, shockproof, for quality assurance.

FE L RERETIELHESACTC 284 FEERES
BB ECHRETIE - REBRSATEMEEL
RATEIZET Sz - BIGB/T 3559015 B #&iflf — BHE
BFREABRHERBASFS REREHLERD
BB - EERARE MAER - RERE - WE
M PIEMERRA ISR - UERES -



ENVIRONMENTAL

Aligned with its sustainability mission and vision, the Group
continuously improves its environmental performance with
contributions and support from its employees, business partners,
the public and other stakeholders. The Group is accredited with
ISO 14001 Environmental Management System certification.
Regular internal and external assessments are conducted on the
system’s effectiveness in ensuring continual improvement. During
the Reporting Period, the Group complied with national and local
laws and regulations concerning environmental protection and
pollution control, including but not limited to:

o GB/T 12348-2008 Emission Standard for Industrial Enterprises
Noise at Boundary;

o Measures for the Administration of Environmental Impact
Assessment of Construction Projects;

. GB 13690-2009 General Rule for Classification and Hazard
Communication of Chemicals;

o Environmental Protection Regulations of Fujian Province; and

o Measures for the Control of Pollution from Electronic
Information Products.

No non-compliance with relevant laws and regulations that have
a significant impact on the Group relating to air and greenhouse
gas (the "GHG") emissions, discharges into water and land, and
generation of hazardous and non-hazardous waste had been
identified during the Reporting Period.

A1. Emissions
AT1.1Air Emissions
Production Process

The manufacturing procedures generate minimal air
emissions such as welding fumes and particles from
welding processes, volatile organic compounds and
inorganic compounds. During the Reporting Period,
all the emissions generated on-site were released into
atmosphere through designated pipes, where the
concentrations did not exceed the permissible limits
set by the national emission standard, e.g., GB16297
Integrated Emission Standards for Air Pollutants.
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Vehicle Operation BHEET

Fossil-fuelled vehicles owned by the Group, such as light WEHE - AEBBHEANLARE
goods, medium goods and heavy goods vehicles, were ,1$(QD SR A R ERSSE )R
used for daily business operations during the Reporting AR ssiasitw(as(lt
Period, which contributed to the emission of nitrogen W) mEEw(HaEly ) RER
oxides (“NOx"), sulphur oxides (“SOx") and respiratory mzsm gEy b ([ RN S22 88k ) |) BBk
suspended particles (“RSP"). o

Air emissions (non-GHG) from vehicle operations

ERETELNERER (FEERSE)

NOx (kg) RSP (kg) SOx (kg)
Mobile source AELY WRETENY mEY
B REIRIR (F=) (F=) (F=)
Petrol and diesel YU B S 475.98 9.68 0.75
Note: Emission factors for calculations on environmental Mt B S AHAN - R|ERRR
parameters throughout the report were made 2HFTERN PRI 2 EH
reference to Appendix 27 of the Main Board REBRGREZMBERRDA
Listing Rules and their referred documentation E’JEEWJ:FD%E AP 8 —++ &
as set out by Hong Kong Exchanges and Clearing H2EHED -
Limited, unless stated otherwise.
A1.2 Greenhouse Gas Emissions A1.2 B EREEHRL
During the Reporting Period, the Group’s business REEAFE - AEENEBLELGN
operation contributed to the GHG emission of 22,652.18 E’lﬁﬁ‘%ﬁﬁiﬂz 652.18M8 — &1L
tonnes of carbon dioxide equivalent (“tC0,eq."), mainly S((H_S(thREE])  FER=
carbon dioxide, methane and nitrous oxide. The overall %Ttﬁ}u—z CBEE—8E R o IREAR
intensity of the GHG emissions for the Group was 0.35 SEEBELSNAREmME  ~KE
tCO,eq./m? with reference to the total floor area of HBERAREREINEEAT K
the Group's business operations, or 76.26 tCO,eq. with 0.35Mi—SfbixE = - HRBEEEHMH
reference to million pieces of sold products. EEEME - B76.260 — &Lk
=5
The reported GHG emissions were attributed to the R E R ERBHERGENUTE
following activities: EE
e Direct (scope 1) GHG emissions from consumption o JUMREHBERENURELEIE
of petrol and diesel, and release of refrigerants; MO EE(SEE) REREH
W
e Energy indirect (scope 2) GHG emissions from o BWEEAMERERE(HEE2)R
purchased electricity; and EREBHM G K
e Other indirect (scope 3) GHG emissions from e MEEBEIR - WMAKKES
business air travel, municipal freshwater and AN - BA K2 B 38 4y 3R 45 1 18
sewage processing, and paper waste disposal at FEARE R E b5 (S E3) R
landfills. ERASHEAN
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GHG Total GHG
Emissions  Sub-total emissions
(tCOeq.)  (tCOeq.) (%)
BERE
2354 et
Scope of GHG emissions Emission sources (=g W8t BZERBH
BERRIENER HHARR EE) (EB)  HEE(%)
Scope 1 Direct emission Combustion of fuels in mobiles sources ' Diesel 69.13 1,470.27 6%
HE1 EEIN BRI IOR S
Petrol 60.81
U
Refrigerants 2 1,340.33
HiRHP
Scope 2 Energy indirect emission Purchased electricity 3 20,959.15  20,959.15 93%
HE2 RREEEN BE
Scope 3 Other indirect emission Paper waste disposed of in landfills 37.40 222.76 1%
BE3  HfEER RIS E SRR
Electricity used for freshwater treatment by 66.74
government
B AR TAKEE S
Electricity used for sewage treatment by 35.86
government
B ARTKEENE S
Business air travel by employees * 82.76
EEMZEABER
Total @t 22,652.18 100%

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

MIEET - R = BRI - BERUR BT
2EFRBERH REEM
BR QB ER LT R R
B+ ERESEHHES o

Note 2: The quantities of refrigerants were estimated
according to the refrigerant replacement rate
for all refrigerant-consuming equipment. The

sz KWABE 282 RIERMEE
RENEFEREOE LB E R
R i 5 o R22 ZR32#91004F

Note 3:

Note 4:

100-year Global Warming Potential (GWP 100)
values of R22 and R32 were made references
to the Fifth Assessment Report (AR5) of the
Intergovernmental Panel on Climate Change.

Combined margin emission factor of 0.6485
tCO2/MWh was used for purchased electricity
in Fujian Province of the PRC.

CO:2 emissions from the Group’s business air
travels were reported in accordance with the
International Civil Aviation Organisation (ICAO)
Carbon Emission Calculator.

2 Bk & % % H(GWP 100)

EBENZ2ERNEREE LR
FZEgNERRTERE

(AR5) o

W3 : FREEAEESHEAAHE
B Bk IR B JK FLRF0.6485

WE — G LAk °

s ARBMERBERELE Z
ZEALTRBE N E T IR BB
B i 48 #R(CAO) B BE i 5T &

TIERE
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A1.3 Hazardous Waste Al.3 BEEEY
The Group generated a total of 13.32 tonnes of PR AR - AR B HE 413,320
hazardous waste with an intensity of 0.04 tonnes per BEEREY mEATEEHEEE
million pieces of sold products during the Reporting Gn0.04MF - FTEAMESEEMEE
Period. Hazardous wastes generated mainly comprised BIShEERABNERZY - hAH
of waste with organic solvent, waste with lubricating oil TESHEI EEE Y LA K BE R R BEmA o

as well as waste ink and paints.

Hazardous waste generated EEXEEEREY

Waste Generated

(tonnes)
Types of Hazardous Wastes BEEBREWER FrEEE EEEE Y (WR)
Waste with organic solvent (e.g., waste cloth, JEEEHABIMEEY (WEM - B8)
containers) 12.35
Waste with lubricating oil BB RMEREY 0.29
Waste ink and paints JBE 2R R BE A 0.60
Waste batteries REE M 0.05
Electronic waste (e.g., printer cartridges) BFEEY (ITH#ES 0.01
Mercury-containing wastes BREBEY 0.01
Medical wastes BREEY 0.01

A1.4 Non-hazardous Waste Al4 EZERY)

REEHR - AEEHEE,033.35
MBEREEEY ZEAFBABMHE
EE R348 o THEEYRNERE
B I2RTBREMER - KSR
FEERRIE 7 MR DAETT TORE BIUR » H
hEEEEY T EEEARRER

The Group generated a total of 1,033.35 tonnes of
non-hazardous waste with an intensity of 3.48 tonnes
per million pieces of sold products during the Reporting
Period. Sources of industrial wastes were from production
lines, mainly metal and plastic scraps. They were collected
by designated handlers for downstream recycling. Other

non-hazardous wastes mainly included waste papers and HRERY) ©
organic waste from the canteen.
Non-hazardous waste generated BEERERRY

Waste Generated

(tonnes)

Types of Non-hazardous Wastes BEBEEYER P BE ) (1)
Non-office paper (e.g., newspapers, carton boxes)  JEPAMIR (ANFRAT - 4848) 507.01
Plastic 2Bk 478.06
Metal 2B 40.45
Glass W 6.80
Food waste FEAHEL 1.03

10



The slight increment in non-hazardous wastes as
compared with the Last Reporting Period was mostly
related to the improved environmental data management
system which has included glass and food waste
generated among different business units.

A1.5 Measures to Mitigate Emissions

The Group continues its dedication to limiting the usage
of ozone-depleting substances and reducing emissions in
the business operations. Emissions are mitigated through
control measures, which include:

e  substituting with non-toxic and non-polluting
chemicals;

° reinforcing regular inspections, cleansing and
maintenance of air-conditioning system, plant
equipment and vehicles owned by the Group;

e encouraging employees to quit smoking through
publicity posters, campaigns and seminars;

e prohibiting smoking in the workplaces except in
designated smoking areas;

. promoting the use of public transportation and
car-pooling;

o using telephone and video conferencing;

e regulating the uses and enforcing speed limits of
the Group-owned vehicles; and

o placing plants around the office areas.

Purchased electricity and refrigerants were the two
major sources which contributed to the GHG emission
of the Group during the Reporting Period. Regular
maintenance of air conditioners is carried out to fix
or prevent refrigerant leak. The Group has conducted
a feasibility study on the power generation from solar
energy and will commence the large-scale photovoltaic
project in September 2020.
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A1.6 Waste Handling and Reduction Initiatives

The Group manages solid wastes according to the
procedures stipulated in the environmental management
system pertaining to sorting, internal transfer, storage
and disposal of wastes. All the hazardous wastes are
managed per the requirements of GB18597-2001
Standard for Pollution Control on Hazardous Waste
Storage and the Group’s standardised management
procedures for hazardous wastes.

Hazardous wastes stored in secured containers are
temporarily placed in the warehouse and then collected
by external qualified waste collectors specialised in
handling and disposal of industrial and hazardous wastes.
Non-hazardous wastes and recyclables are sorted and
processed according to the types of the wastes. Tin slag,
the major waste product in the manufacturing process,
is collected by a designated waste recycling company
in Shenzhen for recycling. By signing an agreement
with such waste recycling company, the Group ensures
tin slag waste is handled, stored, and treated in an
environmentally benign and safe manner. Besides, the
waste battery products are collected and processed by
a technology company in Shenzhen prior to disposal.
Other waste metal, plastic and paper products such
as metal boxes, plastic tubes, acrylonitrile butadiene
styrene (“ABS plastic”) products, polyvinyl chloride
(“PVC") packs, polystyrene (“PS"”) boxes, wastepaper,
and waste newspaper are also recycled by designated
recycling companies.

B i

A1.6 EE Y RRIE KR RE 1 b

REBELRBHEEZYHE - N E
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The Group pledges to promote environmentally friendly AEBAGEERETIREBIRBIRET
behaviours among employees to improve overall waste B UNEBREREYEIR  AEE
management. Adhering to the principle of turning waste EESEAENRL  EEEYSE
into treasure, the Group has adopted the 3Rs waste 78 eh 57 B 3RIE BE 7 5% 0 BN B SE R
reduction approach in waste management, namely to LEEEY)  BEYERREEYES
reduce waste at source, reuse wastes and recycling of B o
wastes.
Level Waste management strategies adopted in the various operations
fE#% REEEEHRMNEZYEERR
1 e Reduce  Office
R WAE
e adoption of double-sided printings across all internal office documentations
FB MEDHE A S SR EE 4T E)
e wide application of Ding Talk for a paperless and green office
Bz EmETE]  BREMMC MR
Canteen
RE
e meal planning to avoid food wastage
RS BReRYRE
2 e Reuse Office
A /N
e reuse of single-sided printouts as draft paper
W BT ENH AR R E R EE LA
Canteen
RE
e ban on the use of disposable tableware
BIEfERA—REEA
3 e Recycle  Office and plant
BRBE BRERKBE
e waste separation before treatment
REBRIEITRER Y B
e appointment of designated recycling companies for waste collections and handling
ZEIEE BB R AETTRE S W UCER R 32
e utilisation of recyclable packaging materials such as paper, plastic and expanded polyethylene
("EPE") foams
FABF R B EME - flanatok - BRI RERBZE ( [EPE] ) AR
A2. Use of Resources A2. ERfEH
The Group’s energy and resource management policy AEBEMERKEREEBERERIPEH
formulates approaches to rational and efficient resource BER C KEREMEMENEEESRER
management relating to energy, water and other raw materials. BT o
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A2.1 Energy Consumption A2.1 BEVEEFE

The total energy consumption by the Group was NG REBEOERRER
32,782,659 Kilowatt-hour ("kWh"), with an overall #332,782, 659¥EHT<F?EHTJ) :
energy intensity of 503.22 kWh/m? and 110,360.94 HERAERZE AS03.22T &,/
kWh per million pieces of sold products during the K WEEWE%EDDZ%
Reporting Period. Types of energy consumed included 110,360.94F FLEF - FTIEFEMAEIREE
electricity, petrol and diesel. During the Reporting Period, REFEET -~ AR REER o RIEREE]
more electricity was consumed due to the expansion - REEENETEFZEANEREE
of production workshops as well as acquisition of BHAKBE GBI LRERERER
automation equipment and air compressors. o

Consumption Electricity Intensity

Direct electricity (kwh) (kWh/m?)
consumption REE BHEE
EERER (TEE) (TEE/FHK)
Scud Electronics REBRET 22,525,347 448.44
Scud Battery REMRE 9,796,577 656.83
Total et 32,321,924 1,105.27

Consumption

Consumption Consumption Intensity

Indirect energy (Liter) (kwh) (kWh/m?)
consumption HEE HEE EREERE
EERREE (#) (TERE) (TEEEHXK)
Petrol it 22,570 200,008 3.07
Diesel 455m 26,077 260,727 4.00
Total et 460,735 N/A i
Note: Conversion factors were made reference to IEA Biat : EBHRERBUIE DR EIEARL) \,,)u

Energy Statistics Manual and 2006 IPCC Guidelines &1 F i 20064 IPCCE R

for National Greenhouse Gas Inventories. ERZFEEMEED

14
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A2.2 Water Consumption A2.2 FEKE

The total water consumption by the Group was 165,244
m3, with an overall water intensity of 2.54 m3/m?, and
556.28 m3per million pieces of sold products during the
Reporting Period. Freshwater sourced from the municipal
water supply system is consumed for manufacturing and
domestic activities. No issues in sourcing water were
reported during the Reporting Period.

Operational sites

RBEE AEENBEKER
1652443 L oK BERKEBER
254N KK MEAESHE
EEMABS56.28 F K o KRE MK
HFREFOXAKARBERERE
B o RNIREEIR - WEARERME
BT -

Water

consumption (m3)  Intensity (m3/m?)

FEKE RE

&EE AT (LK) (B3R FHK)
Scud Electronics RERE 115,675 1.78
Scud Battery REREM 49,569 0.76
Total @st 165,244 2.54
Wastewater &K

Wastewater undergoes decentralised treatment by
septic tank system before discharging to the centralised
treatment plant. The Group constantly monitors the
performances of the wastewater treatment facility.
During the Reporting Period, the parameters of treated
effluent (i.e. pH values, suspended solids, ammonia
nitrogen, biochemical oxygen demand, and chemical
oxygen demand) met the permitted discharge limits as
set out in the GB8978-1996 Integrated Wastewater
Discharge Standard.

A2.3 Energy Use Efficiency Initiatives

The Group is committed to achieving maximum resource
efficiency. General energy-saving initiatives implemented
by the offices include switching off the power source to
all air-conditioners, lighting and office equipment after
office hours, and controlling the use of air-conditioners
and heating systems. The Group has introduced a
negative pressure system and achieved significant impact
in saving electricity of up to 54,912 kWh per month.

BEBIB L E M R T D BUR IR -
REFMEETRIZR - AEBFE
EEREKERIRR BRI R IR o NIRE
M BEEREEKOLE(BpHE - &
FEE - AR HEFREEREET
4,8 )7 AGB8I78-1996)5 /K4 A HE
RURAEFR 13 7E 8 50 AT HE R (B -

A2.3 BEIRIE Xz a1 &)

REBBNONERZANE RN o it
NEBHBH —REERBERIEENA
BREBERMAE T BALKA
BENER - WA REER
GHFER -  AEEDSIABERAEL
EFXBEERR SAGEEHaE
54,912 F FLBF »
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Moreover, the Group has formulated a comprehensive
energy conservation plan with an aim to maximise
energy efficiency and conserving resources during
the operational process of manufacturing plants. The
plan involves various renovation projects that will be
executed in 2019 — 2020 and setting of targets for each
project. In August 2019, the Group invested a total of
approximately RMB13,412,000 in the first project on
installation of energy-saving smart device to cut down
electricity consumption. It is expected to achieve an
approximately 6.7% to 10% reduction in electricity
consumption and a potential saving on electricity costs
of up to approximately RMB1,129,100 per annum.

A2.4 Water Use Efficiency Initiatives

The Group continuously conserves water resources
and has implemented initiatives to minimise water
consumption, such as:

e prohibiting the use of potable water for non-
potable purposes, e.g., cleaning work;

e educating cleaning workers the economic use of
water in daily cleaning work;

. watering the plants with unwanted water; and
o enhancing maintenance and repairs of pipelines,

valves, joints and fixtures to improve water usage
efficiency.

A2.5 Packaging Material

A total of 68,755 tonnes of packaging materials were
consumed for finished products during the Reporting
Period. Most of the packaging materials are made of
recycled materials. For instances, paper consists of pulp
fibres. The intensities of packaging materials consumed
by Scud Electronics and Scud Battery were 343.91
and 131.3 tonnes per million pieces of sold products
respectively.

BES - REEE FIE 2 EA AL
3 BESARERSERRE LR

SETHEEBRPHOEIR o %
218 R A8 2019F Z=2020F AT HY
ZEMGEEE - WASEEBET A
2o 20198 AEBRES
#AERH13,412,0007T A & (EENEE
BEERBLEEE  UWRDFESE -
BT B F AR L 496.7% E10%H) F£
BE  WETHEBEBRLZHARKE
1,129,1007C °

A2.4 FH Kz et

KAEBREREKER  WEEME
IR A BEIR D FKE - fln

o ZIFMEAKARIEKAKE

B AERTAE

e HEBRIANRBEBFRIMK
FRETHIFIK

o RAZHRKGEEMREK: K
o fneREE - MM KBELEE

HENHEREE  URS
IR o

A2.5 BLEITH

s BRFAI L BURK OB RE R B AT R AR
£ /568,755 - KZHBEMEZ
eB B RHRURK, o 4N - 4R AR SR A
HEZERK - TRERE T RIRERE MY
RHBREMBZESNABEENE
EEM343.9108 K% 13130 o
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Amount of paper- Amount of plastic-
based packaging  based packaging

materials materials

consumed (tonnes) consumed (tonnes)

Operational sites EEEMBN BREEMRN
REZAT SHAEE (W) SHFEE (W)
Scud Electronics RERETF 317 47,812
Scud Battery REREM 136 20,491
Total st 453 68,303

A3. BRERRAEIR
A3 EBEBERERKXARERHERX

A3. The Environment and Natural Resources

A3.1 Significant Impacts of Activities on the Environment and

Natural Resources

The Group's business activities do not pose significant
adverse impacts on the environment and natural resources,
except for minor impacts arisen from consumption of
natural resources (e.g. water and energy) and emissions.
Being aware of its environmental influences, the Group
actively manages and assesses its environmental impacts
through policy controls and decisive action to prevent
environmental damages.

Besides, the Group strives for on-going improvements
in resource efficiency including minimising the use of
materials, water and energy, and the production of
waste, pollution and carbon emissions. The Group has set
forth targets on electricity, water and fuel consumption
and waste recycling rate. The department of operations
management is responsible for collecting monthly
data, conducting analysis, formulating quarterly energy
saving and emission reduction measures, reviewing and
evaluating the results and performance at the end of
each year, and assessing the progress in achieving the
goals through management reviews.

Since electricity consumption is the largest source of
the Group’s GHG emissions, the Group has specifically
adopted management measures for reduction of
electricity consumption. For instances, the Group
has provided education to employees to raise their
awareness of energy conservation, restricted the use of
air-conditioners at an ambient temperature below 28°C
and affixed energy conservation reminder stickers near
the light switches.

B2 88
FE

REEORED TR H AR
EREREATHNYE  HBRAA
B (107K R BETR) R R R 8
M BRI - AEERBEEBEY
2 . WEARELE RN THHE
FES R A HRATE - WL
TR -

AN AERBBNHERSERK
X BREERIDERME - KKkEE
IRA R EEAE B ~ ISR ARBEIR o
AEBECDHIEES - KEREDEFER
BEERYERE BT - BEEEAR
BRESARE  ET0W HIES
EERERBHEIE - REBFRELE R
ERERMEY  TRBEEERE
HERBRONEE -

HARAEEEEAREE R EREBHERD
BANR - AEBERFIRREREE
WRAREEE - fltn - AEECHE
BIRSAHGEERD REERAER
[EARR28°CHIIRIE T A% - I
EEEFEMN A EEaEIRIRIZ S -
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Last but not least, since the ozone-depleting substances
found in the commonly-used chemicals and appliances
(such as pesticides, detergents, aerosol products, air-
conditioners and fire extinguishers) contribute to ozone
depletion, the Group has opted for alternative methods
and switched to non-ozone-depleting substances.

B. SOCIAL

18

1.

Employment and labour practices

The Group is dedicated to ensuring fairness and equity and

promoting workplace health and well-being among all the

operations. As a people-oriented company, the Group provides

diverse educational opportunities for employees’ growth and

development, and frequently listens to their concerns and

expectations.

BT.

Employment

The Group strictly complies with national and local laws
and regulations concerning employment and labour
practices, including but not limited to:

J Labour Law of the PRC;

. Labour Contract Law of the PRC;

o Law of the PRC on the Protection of Rights and
Interests of Women;

. Law of the PRC on the Protection of Minors;

o Law of the PRC on the Protection of Disabled
Persons;

. Trade Union Law of the PRC;

. Social Insurance Law of the PRC;

e  Special Rules on the Labour Protection of Female
Employees;

o Regulation on Paid Annual Leave for Employees;
and

o Provisions on the Prohibition of Using Child Labour.

B. &

R& > AREERCRmRREATE
BOERIRABME(PIMRE 5

BE - RBRE®R =R
ERREERE B AREDRER
7% - W AERAEHENE

1. ERERBEIESR
REEBINEMBEEBEEFBRAT
NIE - WARHE TIESFTR R AL © 1F
B—RUABEAHRT  ~EEREED
RERERRBESEHEH#E WA
EHENESREE -

B1.

1E1F

AEEBERETARRBRETIER
MBI B JTER - BIEETER
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No non-compliance with relevant laws and regulations RIEHM BEERYAEES
that have a significant impact on the Group relating to BEAVEREBENRE BER
compensation and dismissal, recruitment and promotion, B TERER - KBRS - FEK
working hours, rest periods, equal opportunity, diversity, = SHRME RBERAREMER R
anti-discrimination, and other benefits and welfare had FBEERNEERER -

been identified during the Reporting Period.

The Group had a total number of 3,358 employees HZE2019F128318  KEEHE

as of 31 December 2019. All of them were full-time 3358%EE - TEEEHAZIE

employees. More than 99% of them were from the PRC B o HBiBR9%MEERBTE - H

and others were from Taiwan, Korea and Hong Kong. EEREAE BEINES -

Distribution of Employees by Gender Distribution of Employees by Age Group
EEMRID M EEFERERDM

4.82% 0.48%

16.44%

B Male 2t ' Female % W 18-25 5% W26-35 5% m36-45 5% m46-55 B}
B 56 or above BE L L

Distribution of Employees by Employee Category

=kl
2%— —3%

B Senior Management = Middle Management B Frontline and Other Staff
SREERE hAREEE AR EMET
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The employee manual outlines detailed policies
regarding recruitment and dismissal, remuneration and
compensation, appraisal and promotion, attendance,
compensation leaves, reward and penalty system,
development and training, internal communication, and
occupational health and safety. There were no updates
to the employee manual during the Reporting Period.

Competitive Compensation and Benefits Package

The Group values human resources and regards their
employees as the most valuable assets. The Group
continues to offer competitive remuneration packages
to their employees. Apart from basic salary, employees
are also eligible for performance bonus and overtime
allowance. The Group provides social insurance,
subsidies, holidays and other benefits according to the
statutory requirements. On top of statutory holidays,
employees are entitled to paid annual leave, sick leave,
compensation leave, marriage leave, maternity leave,
paternity leave, injury leave, breastfeeding breaks, meals
and accommodation. Trade union is established to protect
employees’ rights and enhances employees’ engagement
in the decision-making of Group’s management to
achieve business objectives together.

ST FME BB HEE REE -
BRHE - ZTRES - B - T
- BESE - BEREI - NEE
BUARB R ERET 2 M FAECER -
RIREHR c ETFMAESEH -

BEERFONME RENFE
AEBEGANER YHBTHRR
REEMEE - ASBEERESR
HEABFINFHNGTE - REATE
SN BEINEBREGERIEA LI
HRBE o AKEREATE BREHL
SRk - WRE - REIREAMER - kR
EESMBRAS  BEEAREXTHF
R wER - WER - BRER B
ER - ITHER  SIRER RE -
REECDRYTE  URES TR
Ao WIRBRET2EAEEERFR
B UHAREREBKER -



Promotion

The Group conducts appraisals on employees’ performances
and attitudes at work. According to the promotion policy,
every employee is eligible for career advancement within
the Group based on one’s competence and suitability for
a higher-ranking position.

Equal Opportunity

The Group upholds the principles of equality and non-
discrimination in its business operations. Employees are
provided with equal opportunities regardless of their
gender, age, nationality, ethnic background, religion,
political affiliation, marital status, pregnancy status, veteran
status, and physical disability. To cater for the needs of
employees, the Group's canteen offers diversified food
choices such as serving halal food to the Muslims. The
Group also caters for the nutritional needs of pregnant
employees by providing extra food or supplements where
needed.

The Group has implemented policies to prohibit workplace
discrimination, bullying and harassment. The Group ensures
that:

e employees are not discriminated against or deprived
of opportunities due to their diverse profiles;

o employees’ rights are protected irrespective of their
ethnic groups, social class, nationality, religion,
disability, gender, sexual orientation, trade union
membership, and political affiliation;

e equal opportunity is provided to each employee in
all aspects of employment, benefits and welfare,
performance appraisal, promotion, training and
development;

e employees are not treated unfavourably in case of
pregnancy; and reasonable adjustments are made to
the working conditions or hours of work for female
workers during pregnancy;

e hepatitis B virus surface antigen carriers are not
discriminated against employment right because of
their medical conditions; and
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e all forms of sexual harassment in and outside of
the workplace are strictly prohibited, including sex
discrimination, sexual harassment, sexual assault,
sexual coercion, sexual exploitation, relationship
violence, stalking and/or acts perpetrated against a
person’s will or when a person is incapable of giving
consent.

Upon violation or alleged violation of the aforesaid
situations, the employee shall report directly to the
trade union representatives, department heads, or senior
management of the Group.

Employee Relations

The Group is committed to creating a warm and rewarding
workplace to attract, retain and develop talents. During the
Reporting Period, the Group updated the policy for the
management of employee communication, and developed a
record form and a complaint register to maintain complaint
records for later review.

Human resources (the “HR") and administration department
communicates with employees on a weekly basis and
maintains proper records of their personal needs, concerns
and job expectations. The Group also welcomes employees’
suggestions and feedback via suggestion boxes, emails,
hotline and Ding Talk. Employees are rewarded for feasible
suggestions under the mechanism stated in the employee
manual.

During the Reporting Period, the Group organised various
company events, team building activities and sports
competitions to create a positive work culture. To enrich
the cultural life of employees, festive activities are organised
at traditional festivals such as International Women's Day,
Dragon Boat Festival and Mid-Autumn Festival. The sports
incentive program encourages employees’ participation in
sports events as a way to promote mental and physical
fitness.

o BEETIEEMASNETEREAN
MERE - BFEMRIEAR - RE %
RIL - MBA - EHE - BERES -
BRHE RSB EAB RS EAE
FRTRBRERNITA

BREpERER DMETEE - BEREE
EATEREK  FFIAEASIARESR
ERERE -

BERE

SEBIREE—EREMAB M@ RN T
1ESGRT  ARS| - MBRERATL - R
SHE AEEEHTEEBEBERR
B WHERERRIRFELCM - ARE
BEFCER AR ER -

ANBERTANERDRITRAFEE
HEEBETEE  UTZECHAEBAR
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Turnover

To better retain employees, the HR and administration
department conducts exit interviews with the resigned
employees on their work experiences and gains valuable
feedback on the post, supervisors and the organisation. By
identifying the causes of employee turnover, the Group is
able to address the problems through meaningful retention
strategies to retain key talents, and also to increase
employee satisfaction and commitment.

A total of 3,771 employees left the Group during the
Reporting Period, representing a turnover rate of 112%. A
slightly higher turnover rate was observed for the Reporting
Period compared with the Last Reporting Period. The Group
has been continuously providing better welfare, more
training opportunities, and better working environment
to improve retention rate. Nevertheless, high turnover rate
is @ common phenomenon in the manufacturing industry.

Turnover Rate by Age Group (in percentage)
BRFRBRIDHREAE (BOL)

18-255 D 194%

26-355% QU 52%
36-45%% @ 50%

46555 @D 27%

56 or above
s @ 19%

0%  50% 100% 150% 200%

Turnover Rate by Employee Category
(in percentage)
ZESEFIETHNRAER (AOLL)

Frontline and Other Staff 117%
senems T TR ' 17%

Middle Management o
s i 13%
PREEE @ "

Senior Management gy 1%
SREIRRE ®
0%  40%

80% 120%
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Turnover Rate by Gender (in percentage)
BHERB D HRAR (BOE)

Male o

Female 9
s (D

0% 50% 100% 150%

Turnover Rate by Greograhpical Region
(in percentage)

mEwEE DHRAR (ADEL)
Hong Kong ' ~o
&5 0%
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B2. Employee Health and Safety

The health and safety of employees is of paramount
importance to the Group. Personal protection equipment
("PPE") is provided to frontline workers based on the job
tasks and workplace hazards.

PPE distributed
DREAFTERE

Applications of the PPE
EREAERE

B2. EERFERZTE
EEMREELALZEZHALEBEZHE
T o REBIRE TIEEH R TIESAT
K= M AR T AR E AL E& B
([MEAFFERRAE ) °

Distribution frequency

DEBER

Anti-static glove

DEHETFE

Activated carbon mask
EMRAE

Rubber finger cot
BREE

Anti-static gown

PIEFER

Anti static hat
35 55 25 1

Anti-static shoes

PrEFEE

Earplugs

HE

Welding goggles
BI#EE
Chemical-resistant gloves
MEEFE
Chemical-resistant apron
ML 2 E 4R

Insulating gloves
BEFE

Insulating boots

Bt

Safety shoes
oge e =5

Required for every standard operating
procedure (“SOP") process
BESEIEERRF
( [TBEEEER] ) RIEFHE
Working with organic solvents
ERAEMEH TIER
Required for every SOP process
BEFEEERRFRIZEFAS
Working with static electricity hazards

EARE AT NRET T

Working with static electricity hazards

HEEHERENRET TIFH

Working with static electricity hazards

EAERERENRED TIER

Exposure to high levels of noise
RENBRIRER

During welding processes

R BIRS

Working with corrosive chemicals
ZBEa L2 m TR
Working with corrosive chemicals
BB ab ML B T AERY
Working with electrical hazards
R ERERIRER TIER
Working with electrical hazards

EEERCRNRER TIER

General use
A

Monthly or based on needs

BHIAREFE

Based on needs

REEE

Based on needs

BEFE

Distributed when on board, or based on
needs

EERR D HRIEFTE

Distributed when on board, or based on
needs

FEEBRDE - WREBEFTZ

Distributed when on board, or based on
needs

EERR D SRES

Based on needs

RIERE

Provided when on duty

BRI

Re-distributed before expiry date

FEAIRATAR D B

Re-distributed before expiry date

FHEATAR D

Re-distributed before expiry date

S| NSRS

Re-distributed before expiry date/
Replaced at the end of the PPE’s life

expectancy
FEBATER DB PMEAAD ER AR
s REE R

Distributed when on board, or based on
needs
EEBRSE  REFE




During the Reporting Period, the Group spent more than
RMB7,000,000 in respect of safety production so as to
establish a cleaner and safer working environment. The
focus areas included:

. Maintenance of PPE and safety facilities;

o Upgrading emergency equipment and increasing
expenditure on emergency management;

e Hazard assessment, monitoring and rectification;

. Consultation, evaluation and standardisation of
production procedures;

° Safety educations, training and emergency drills;

. Replacement of PPE for frontline workers;

o Investment in new safety standards, technologies and
equipment;

e Inspection of safety facilities; and

o Increase investment in safety production.

The workplace safety is enforced by the Regulations for
the Prevention and Control of Occupational Diseases
Management. Risk, health and safety (the “RHS")
supervisors oversee the occupational safety of daily
operations and workers’ observance of safety standards.
During the Reporting Period, the Group has successfully
implemented management tools on various hazards and
potential risks were identified among the departments of
the Group. RHS supervisors are responsible for tracking
progress towards the goals. The occupational noise level
registered during the Reporting Period was in compliance
with the Emission Standard for Industrial Enterprises Nosie
at Boundary (GB/T 12348-2008).
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All employees are required to attend training sessions on
the prevention of occupational diseases and basic health
knowledge. Frontline workers are trained to be familiar
with the production process and to master the use of
machinery and equipment. Employees in key and special
positions must possess valid licenses before attending work.
The Group arranges medical check-ups for employees every
half a year, so as to assess their physical conditions and to
ensure physical fitness for certain jobs.

The Group carries out fire drills and chemical spillage drills
at least once a year to improve fire safety knowledge and
practices among employees and maintains documentation
on emergency response and preparedness. Regarding the
safety and hygiene of dormitory, the Group has strengthened
personal safety management and has established a
dormitory management regulation to supervise employee
dormitories. The security department is responsible for
ensuring the safety and security of the dormitories.

The Group strictly follows relevant laws and regulations
such as Law of the PRC on the Prevention and Control
of Occupational Diseases, and Production Safety Law of
the PRC. There was no material non-compliance with
the relevant laws and regulations that have a significant
impact on the Group relating to providing a safe working
environment and protecting employees from occupational
hazards.

Mental Health

To take care of the mental health of employees, the
Group has established a staff care centre that provides
professional counselling service to employees via face-to-
face consultations and a hotline. The centre is run by
a dedicated team of employees who have undergone
professional training to become counsellors. The dedicated
team aims to provide immediate support to employees in
need of help on life, career, family and employee relations
issues at the earliest stage. The Group also provides life
counselling and legal supports where needed. Meanwhile,
the centre was named National Employees’ Education
and Training Role Model by All-China Federation of Trade
Unions.
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Dormitory cleanliness

To ensure health and safety at the employee dormitory,
the Group conducts a monthly on-site inspection to ensure
the cleanliness of the premises and residents’ observance
of the rule of conduct. Residents are encouraged to use
resources properly and to maintain a healthy lifestyle after
working hours. Outstanding dormitories in compliance with
the Group’s health and safety standards are awarded with
the following prizes:
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Awards Prizes

b3 8T

First prize All dorm members are awarded with a cash prize of RMB300, a supermarket gift card

—5488 of the same value, or other gifts of the same value.
PRESHKEFESAREI00TRERE  SEBTEMRAAMMEFELER -

Second prize All dorm members are awarded with a cash prize of RMB200, a supermarket gift card

£ of the same value, or other gifts of the same value.
PRESKEHESARE200T R &ZE) SEBETCMRAAMMEELER -

Third prize All dorm members are awarded with a cash prize of RMB100, a supermarket gift card

=FH8 of the same value, or other gifts of the same value.

E2REESXRESESAREIC0TREER FEBMER TREMFERS -

Food Health and Safety

The Group sources quality ingredients from qualified
food suppliers. To promote a healthy diet, the canteen
offers nutritionally balanced meals and a vegetarian menu
with fresh fruits and fibre-rich vegetables. The canteen
management sub-committee oversees the operation and
service of the canteens. The Group ensures food safety
and food samples are kept for up to 48 hours. All the
tableware are thoroughly cleaned and sterilised at a high
temperature for hygiene assurance and prevention of food
contamination.

Occupational Health and Safety

67 working days were lost due to self-reported work injury
cases during the Reporting Period, and the concerned
employees were provided with immediate medical
attention. The Group carried out prompt investigations
and implemented rectification measures. For instances,
enhanced inspections and training were provided to
reinforce employees’ safety awareness and the ability to
deal with emergencies.
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B3.

Occupational Health and Safety Statistics
BEREERZ2HTBIE

Scud Electronics

Scud Battery

REREF FREBRE M

Number of work-related fatalities

AIRTEHEE

Number of work-related injuries
(sick leave > 3 days)

TEEHEE (FRE>3X)

Number of work-related injuries
(sick leave < 3 days)

ITEEHBE (ER3X)

Lost days due to work injury

RAITEERETIERE

67 0

Development and Training

The Group continuously invests in employee development
to cultivate talents and to meet various training needs of
employees. The Group follows the internal regulations on
the planning, development, monitoring and evaluation
of training programmes. Trainings are conducted during
working hours and according to the comprehensive
training programmes. The Group assesses employees’
work performance through examinations to ensure that
the intended training outcomes are achieved.

During the Reporting Period, the Group conducted general
and technical trainings on topics such as communication
skills, management skills, workplace safety and handling
of hazardous chemicals. Some customised training courses
were also held as per clients’ requirements.

The training topics vary by job nature and ranking. The
following table lists the training courses attended by the
engineers:

B3.

R RIE)

ARERERERERE  WEBATYL
mERBNSBIEIFEL - AEEEREA
FAEDIERIZHOARE] - HIE - BB KA ER
MEBARIE © JIIE TIER AR B A
JIRRETT - AREBRBEANEREN
THERIR - PAREREIRFAM R IEFIAR

RIWEMHE - AEBCHBRRT - B
BID -~ RS2 RERIEEREES
TREET-REERMEI - SRBEFF2
SKEAHEE T EBEDIERIE o

BIEZBRETHEEERFEFME - TR
RIIZEN2 MV IRAR



SCUD GROUP LIMITED
REREEBRAT

ESG REPORT IRIE &R EAIRE 2019

ESG REPORT
B HRREARS

Compulsory training according to seniority level

REFEKTETNEHEI
Job positions Training topics Assistant Junior Intermediate Senior
THBL X 9E 4% b &4
Mechanical engineer ¢ Operation, maintenance and calibration of equipment /
BHIES RiERME - EERE
* Quality improvement processes and data analysis methods, e.g., /
EEEBRREEAT N Bl
- the seven tools of quality control; /
TEERRHRE:
- Design Failure Mode and Effects Analysis (“DFMEA"); /
HHRMERRERA ( [DFMEA] )
- Process Failure Mode and Effects Analysis ("PFMEA"); /
BRRWEARGRT ([PAMEA] )
- Process Capability (“Cp"); /
E247 (1¢p)) -
- Quality Control Circle ("QCC"); v/
58 ([C) )
o New Product Introduction (“NPI") Process /
HERGA (N ) Big:
¢ Electrostatic Discharge (“ESD") -related topics /
FEHE (6D ) AEER
¢ Quality and environmental management system /
BERRAERRE
o Product lifecycle management software /
EmtwBHEREl
Industrial engineer ¢ Lean manufacturing / v
TRTRH (i
* 6sigma v/ /
NEEE
o Justin-time (")IT") Learning / /
ERLEE (1)) 23
+ Ergonomics / /
ANETRE
o Operations research v/
828
o Application of systems engineering /
ZRTRER
o Systematic resource allocation /
ZERAR
¢ Logistics stimulation /
MRGE
o Enterprise resource planning /
tEERRE
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Compulsory training according to seniority level

REFERTEANEHEN
Job positions Training topics Assistant Junior Intermediate Senior
TR T BE 0% G B&
Structural and Equipment operation, maintenance and calibration / / /
electrical engineer F/ER(E  &ERNE
LRRERIEH Analysis and treatment of mal-functioning equipment / v/ /
HERBNHTEER
Product engineer Basic knowledge of electronic devices and circuits /
ERIES EFREREROERDS
Development of test equipment /
EEBGEIES
Development and management of test equipment /
HEREOTRARER
Manufacturing quality » Working principle of a battery / / /
engineer EHHTHERE
HEEEIRA +The five steps of problem solving / / /
BAMENTESR
The Group pledges to create a corporate culture of life- AEEREFEERFEENDLEX
long learning and encourages employees to pursue further ft  TEEIREREEERSSBHE
studies provided by various educational institutions, such HEREAHEERE - AHERERE
as Fujian Institute of Education, Fujian Polytechnic of BEREZh - EEE BBERIMTE
Information Technology, The Open University of Fuijian, bt « BERMAZ  KERIRER
Dalian University of Technology, and Minnan University of EIERHE R

Science and Technology.
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During the Reporting Period, a total of 50,737 training
hours were completed by 5,876 employees (inclusive of
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Training and Development Statistics

BIRBRE T BIE

NIREHIR » 5,876 R EE(RIEDE
FAEEE) HFTEM50,737/ N5

Number of employees received training

29NEHI81E 8 A
Total training hours
HRIE TN B

By employment category

EIES KT
Senior management
SRERE

Middle management
REEE

Frontline and other staff
B EREMET

By gender
o397}
Male

B

Female

pogid

Number of employees received training
2INEHIEE S AB

Average training hours completed per employee
BHEEETHZ TSR E

Number of employees received training
2INEHIE1E B A

Average training hours completed per employee
BHEEETHZ N TFIRE

Number of employees received training
2INEHIE1E B A

Average training hours completed per employee

FHEETKRZIIN TR

Number of employees received training
2NEIHEE AH

Average training hours completed per employee
BREETHZIE TR E

Number of employees received training
2NEIEE AH

Average training hours completed per employee

FEEBTHE N TR

5,876

50,737

21

9.87

237

60.93

5,618

13.58

3,721

14.96

2,155

15.42
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B4.

Labour Standards

There was no child labour nor forced labour employed
within the Group during the Reporting Period. The Group
strictly abides by the Labour Law of the PRC, the Provisions
on the Prohibition of Using Child Labour and the Group’s
policies to prevent the employment of child and forced
labour in all operational sites.

The Group has implemented a structured control procedure
to avoid child and forced labour. First of all, the HR
management policy prohibits all forms of child and forced
labour, and the responsibilities of relevant personnel in
the entire recruitment process are clearly defined. Before
entering into contracts, the identities of candidates are
verified through a database system to ensure that no
children under the age of 16 are employed. After admission
and obtaining employees’ consents, the Group conducts
background checks on the authenticity of their credentials
and qualifications with third-party screening agency and
employees’ former employers. The Group provides training
on labour standards for all new employees. The staff
care centre will take necessary disciplinary action for any
confirmed non-compliances.

No major risks associated with child and forced labour
within the operational sites of the Group and no non-
compliance with relevant laws and regulations that have
a significant impact on the Group relating to preventing
child and forced labour had been identified during the
Reporting Period.

Operating Practices

It is the philosophy of the Group to act professionally, fairly and

with integrity in all its business dealings and relationships and
to deliver products of superior quality. The Group has taken

proactive steps to select qualified suppliers and to ensure that its

suppliers are legally compliant and achieve appropriate standards

on environmental, health and safety and labour issues.
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B5. Supply Chain Management

The Group gives preference to suppliers who share the
corporate social responsibility (the “CSR"”) commitment
of the Group. The Group has a standardised procedure to
oversee the entire procurement life cycle. On top of generic
requirements on areas such as production, implementation
of management system, technology capacity and quality
of goods, the Group also selects qualified suppliers based
upon their CSR performances, e.qg., labour practices, health
and safety, environment, employee remuneration and
employees’ rights.

The social and environmental impacts of suppliers are
managed through the RBA program, internal management
guideline and CSR policy. Suppliers are required to fully
comply with laws and regulations, show respect for
human rights, abide by laws, care for vulnerable groups
and create a safe and healthy working environment,
which is productive, efficient, and harmonious, and
offers equal opportunities. Moreover, the Group has
implemented key performance indicator (the “KPI") system
to manage and evaluate suppliers’ CSR performances and
for implementation of long-term strategic objectives. To
achieve KPI targets, suppliers are required to reach the
goals of zero discriminatory incidents, zero occupational
diseases and zero major injuries, ensure employees’ full
entitlement to holiday and sick leaves, and conduct fire drills
at least twice a year. Regular inspections and compliance
checks are conducted to ensure that adequate initiatives
are implemented.

During the Reporting Period, the Group had updated
the CSR policy for supplier selection with respect to the
supplier selection criteria and management approach. The
Group has tightened the criteria for evaluating the CSR
performances of suppliers. The Group has incorporated
the use of Institute of Public and Environmental Affairs
("IPE") website to closely monitor, measure and record
the environmental protection performance of suppliers.

During the Reporting Period, the Group had sourced
its major materials from 616 suppliers of the following
geographical regions:

SCUD GROUP LIMITED
REREEBRAT

'ESG REPORT 1815 - & REAB/E 2019

ESG REPORT

R - S RERBHRE

B5.

HIEREE

AERELEEREARBARAED
XugaE(eELEeEEDHH
fER - AEERAEECRTFEER
ERBEENASR - BRYEE B
EWER  RMENMERLGES
E ) —REFIN - REETRIBEE D
EHEeEERE  fINBTE - 2
FRZE RS BEFHLESRE
Ao RESERMER -

HER AT E RIR IR R M IBRBART
Z - AREEESIREEMEERR
FHITEIR - RERER D ETER
ER BEARE - BEERE - B0
RS WAER R RIBEM TIER
B HEARN - 2B - Wi
ISR E - i AEECERA
REBIEFEIKPIDHE - UEBR
A EEENCEM SR ERBAAR
BERERHARKEEZR - REBRKPIE
2 HEREEITEARES  TH
EMRTEANBENER  BREE
A ZENRBEBBROES - WEHF
EATE DB EE o #17E kR
BERABRZE  URREZEBEE
i

REEHE - AEECERERREE
SENEEIE T M E M EEEE
MEREEREHE - AEEE KR
EHERCELEEERENE
% ARBECHEAEARIRREMRE
RO(NPED B - UF &R - &
ERRERHERIIRRRE -

R EYHE > AEEFA TR
616X R RIBE EMAL

33



SCUD GROUP LIMITED

REBREEERAT

ESG REPORT

ESG REPORT 1RiE &R EARE 2019

B HRREARS

34

B6.

Distribution of Suppliers by Geogrophiccl Regions

HEREEED
— 1%

\

W Mainland China

[ | Hong Kong mTaiwan

REIA i =5
Number of suppliers Number of suppliers
Regions for Scud Electronics for Scud Battery
& REBREFHEFNEE REBRSUMUERNEE
Mainland China A 372 185
Hong Kong BB 27 28
Taiwan =) 2 2

Product Responsibility

Product Labelling, Health and Safety, and
Advertising

The Group recognises the importance of product safety
and adheres to industry best practices such as YD/T 1268-
2003 Safety Specification and Test Method for Lithium
Batteries and Chargers and IEC 62281 Safety of Primary and
Secondary Lithium Cells and Batteries during Transport. All
the product labelling and advertising activities strictly abide
by national laws and regulations such as the Trademark
Law of the PRC and Anti-Unfair Competition Law of the
PRC. No non-compliance with relevant laws and regulations
that have a significant impact on the Group relating to
health and safety, advertising, labelling and privacy matters
relating to products and services provided and methods of
redress had been identified during the Reporting Period.
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Quality Assurance

The Group is ISO 9000 Quality Management System
accredited and our products have obtained multiple
national safety certifications. Adhering to its quality control
inspection procedures, the Group performs lot-by-lot
inspection of incoming materials for quality assurance in
accordance with GB/T2828-2003 Sampling Procedures for
Inspection by Attributes. The Control of Nonconforming
Product Procedure oversees the overall quality assurance
and control procedures and rejects non-compliant raw
materials, intermediate products and final products.

To reinforce the quality control on the incoming materials,
the Group has prepared a quality audit checklist to assess
suppliers’ performance against the following aspects:

. Quality system and internal audit;

. Raw material inspection;

. Product control;

e Product development management;

e Process management;

. Equipment management;

o Supplier and supplier-change management;

e Supplier reliability;

° Customer service support;

e Hazardous substance-free policy; and

e Safety.
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Customer Services and Product Recall

The Group maintains long-term close relationships with
its customers and follows internal procedures to handle
customer complaints and manage product recalls in a
timely manner. The procedures define and outline the
roles, responsibilities and processes for the consistent and
accountable management of customer complaints across
the Group. Upon receipt of complaints, the Group responds
within 2 hours, implements immediate corrective actions
within 24 hours, performs root cause analysis and formulates
long-term solutions within 48 hours, and provides analysis
reports to complainants within 5 working days.

During the Reporting Period, the Group received 15
complaints about deficiency in product identity, quality and
performance, including defects in filling, packaging, labelling
or physical characteristics of products. To prevent recurrence
and to prevent further internal and external losses, the
Group has implemented corresponding resolutions to the
identified problems, such as providing additional training
to employees, recruiting more frontline workers, installing
detection devices, improving equipment performance and
enhancing quality assurance on final products. There was
no product recall due to safety and health reasons and no
material non-compliance with relevant laws and regulations
that have a significant impact on the Group in relation
to customer services as well as product health and safety
recorded during the Reporting Period.

Consumer Data Protection and Privacy

Consumer data protection and privacy of the Group is
managed through internal policies and enforced by
applicable laws and regulations in the PRC. The Computer
Information and Network Security Management Method
regulates the management of information technology (the
“IT"), network security, and data security.
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To prevent data loss due to server breakdown, the IT
department performs frequent backups and carries out
monthly recovery test to examine the effectiveness and
recoverability of software (or enhance software reliability).
To ensure the stability of networks, the IT personnel
perform regular maintenance of IT infrastructures and
weekly monitoring of the environmental conditions (e.g.
temperature, humidity, etc.) of equipment rooms and
the operational performance of information processing
facilities.

The Group has implemented the following rules to reinforce
the management of hardware, software, networks and
servers:

o Measures for the Administration of the Use of
Electronic Mailboxes;

e Management Rules for Management of Computer
Rooms and Servers;

e Regulations on the Use and Management of Computer
Software and Hardware;

° Data Security Management Rules; and

e Regulations on the Management of Network Use.

Intellectual Property (“IP”) Rights

Regarding IP rights, the Group has formulated relevant
policies and guidelines in accordance with the Enterprise
Intellectual Property Management Standard (GB/T 29490-
2013), the Trademark Law of the PRC and the Patent Law
of the PRC to protect the Group's assets (e.g., patents,
trademarks, copyrights, trade secrets and employee
know-how) and confidential information. Such policies
regulate the implementation, maintenance and continuous
improvement of the Group’s management on IP rights.
As of 31 December 2019, the Group owned 7 invention
patents, 23 utility model patents and 11 design patents.
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B7.

Records management is essential to protecting business
secrets and safeguarding confidentiality. The right of access
to documents which contain business secrets or other
confidential information is restricted to authorised users.

The Group arranges IP training courses to raise employees’
awareness of IP protection and communicate the
legal consequences of IP infringement and breach of
confidentiality. Where there is unlawful violation of IP rights
or confidentiality, the Group will proceed with enforcement
action.

Anti-corruption

The Group is committed to conducting its business in an
honest and ethical manner and upholding the Law of the
PRC Against Unfair Competition, Criminal Law of the PRC,
and other laws and regulations relevant to countering
bribery and corruption. To regulate stakeholders’ ethical
behaviours, the Group communicates the code of business
conduct and ethics and the Groups' anti-bribery and
corruption policy to the employees and business partners
through anti-corruption and integrity training.

The Group is determined to fight corruption in procurement.
The Group oversees the entire procurement life cycle and
checks on procedural compliance of procurement activities.
Any attempt to manipulate the procurement process is
strictly prohibited by the Group. Any non-compliance
with the probity requirements may lead to invalidation
of the tenders submitted or termination of the contracts
concerned, and subject to civil liabilities.

The Group's employees and its business partners shall avoid
corrupt acts which might reflect adversely upon the integrity
and reputation of the Group, such as offering and receipt
of either monetary (e.g., cash, commissions, securities, etc.)
or non-monetary gifts (e.g., gifts, meals, entertainment,
premises, travels, undue advantages, etc.).

No non-compliance with relevant laws and regulations
that have a significant impact on the Group relating to
corruption, bribery, extortion, fraud and money laundering
had been identified during the Reporting Period. There
was no concluded legal case regarding corrupt practices
brought against the Group or its employees during the
Reporting Period.
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Whistle-blowing policy

The Group takes a serious view of employees’ complaints
of discrimination, harassment, and unethical or unfair
conduct. A whistle-blowing policy is in place to improve
corporate governance and plays a critical role in effective
internal control. Employees have obligations to report to
the Group of any suspected violations of laws, regulations,
code of conduct and employee handbook. Whistle-blowers
can make anonymous reports through various reporting
channels, such as whistleblowing hotline (0591-63159773),
email (coso@scudgroup.com), and suggestion box or by
post.

All reports and the identities of whistle-blowers are handled
with strict confidentiality by the administrative department
in a prompt and fair manner and subject to a non-retaliation
policy. Anyone bullying or acting against the whistleblower
could be potentially liable to disciplinary action or legal
action. After a prompt and thorough investigation into
the complaints, whistle-blowers will be notified of the
intended actions to be taken by the Group. The Group
offers monetary rewards to whistleblowers who provide
helpful evidences of fraud and unlawful activities.

Community Investment

The Group fulfils corporate social responsibility through
active participation in social welfare activities and
volunteering work. The Group has implemented a well-
structured and thoughtfully planned corporate responsibility
program to understand the needs of the communities
where the Group operates and to ensure its activities take
into consideration the communities’ interests. Donations
to the society and schools are the major focus areas of
the Group’s community engagement. The Group has been
supporting disadvantaged students with basic necessities
of life and tuition fees since 2013. As of 31 December
2019, the Group has already offered bursaries of over
RMB30,000,000 to a total of 1,532 students from Fujian
Scud Senior Technician Training School.

During the Reporting Period, the Group made donations and
jointly organised volunteering services with trade unions,
High-tech Industrial Park and governmental departments.
Some of the activities that have been successfully held are
shown in the table below:
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Time Activities Joint organiser(s) Target group Key resources
B =B HEASE BERE IZER
January 2019 Couplet writing during Mawei District Association of Honesty The Group's employees - Expense: RMB6,000;
2019417 Spring Festival Promotion and Majiang Art AEHEES B - AR¥6,0007T
ERBRNEEY Academy - Manpower: 12 volunteers and a
BREHARE ﬁi’iAﬁ%Iiﬁ total of 42 hours of service
AT 128FERER
B 42 R
Community service in Cultural Services Group and Minging residents - Manpower: 5 volunteers and a
Minging County Healthcare Services Group HEER total 15 hours of service
BB E RS XAURRH /B R BRI R/ )\;%J SEEREERE H15)ER
- Donation: RMB8,000 and 80
clothes
B# - ARMHS,0007T R80H AR
March 2019 Home visits to the Local Union of High-tech Industrial The elderly in Xuelicun - Manpower: 4 volunteers and a
20193 A4 underprivileged in Park SENRE total of 12 hours of service
Xuelicun BRI E R R AN AREREE RE 12/ R
ROSENERZE %
- Donation: 340 clothes
B 3404 1R
- Financial support: RMB27,200
MBEY - AR¥27,2007T
Celebration of Works Committee of High-tech Female workers - Manpower: 3 volunteers and a
International Women's Industrial Park ZHETA total of 7 hours of service
Day - home visits BRRNEXERTIFRZEE AT 3B ERERE LT/ R
BRI E & — R
Show gratitude to The Group's trade union and Fujian  Frontline workers, - Manpower: 4 volunteers and a
teachers — congee Scud Senior Technician Training teachers total of 8 hours of service
delivery School BIETA - ER AT+ 45 ERE KA 8RS
EEIE GRS 3] FEETeRERERERS AR
18K
July 2019 Summer fun programme  Works Committee of Mawei Workers' children - Expense: RMB100,000
2019474 EZBREE District, Fuzhou Economic and TAFZ BR : AR#100,000T
Technological Development Zone
General Labour Union
BNEERNFEERTIESERT
3k
October 2019 Poverty alleviation work ~ Xingang Residential Community Elderly persons living - Expense: RMB8,000
2019%10A KETE Committee alone BA - AR™S8,0007T
TEREREZRE® BEEZA - Manpower: 4 volunteers and a
total of 16 hours of service
AT aEERERA 16/ ER
%
December 2019 Clothes donation The Group's party committee Local residents - Manpower: 2 volunteers and a
2019 12R campaign members EHER total of 7 hours of service
BEXMES AEEES AN 28 ERERE R NERT
Home visits Scud Battery The Group’s employees - Expense: RMB6,000
5 REREM and their families BH - AR¥%6,000T

rEEEERERE -
&

Manpower:10 volunteers and a
total of 60 hours of service
AN 10BEREE Ra 60/

R
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SCUD Industrial Park

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

Fujian Province, PRC

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

www.scudgroup.com

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

: (852) 28057888
: (852) 28021777



	COVER
	CONTENT
	SCOPE AND REPORTING PERIOD
	STAKEHOLDER ENGAGEMENT AND MATERIALITY
	STAKEHOLDERS’ FEEDBACK
	THE GROUP’S ESG COMMITMENT
	THE GROUP’S SUSTAINABILITY MISSION AND VISION
	ACCREDITATIONS AND CERTIFICATIONS
	ENVIRONMENTAL
	EMISSIONS
	AIR EMISSIONS
	GREENHOUSE GAS EMISSIONS
	HAZARDOUS WASTE
	NON-HAZARDOUS WASTE
	MEASURES TO MITIGATE EMISSIONS
	WASTE HANDLING AND REDUCTION INITIATIVES
	USE OF RESOURCES
	ENERGY CONSUMPTION
	WATER CONSUMPTION
	ENERGY USE EFFICIENCY INITIATIVES
	WATER USE EFFICIENCY INITIATIVES
	PACKAGING MATERIAL
	THE ENVIRONMENT AND NATURAL RESOURCES
	SIGNIFICANT IMPACTS OF ACTIVITIES ON THE ENVIRONMENT AND NATURAL RESOURCES
	SOCIAL
	EMPLOYMENT AND LABOUR PRACTICES
	EMPLOYMENT
	EMPLOYEE HEALTH AND SAFETY
	DEVELOPMENT AND TRAINING
	LABOUR STANDARDS
	OPERATING PRACTICES
	SUPPLY CHAIN MANAGEMENT
	PRODUCT RESPONSIBILITY
	ANTI-CORRUPTION
	COMMUNITY INVESTMENT
	BACK COVER

