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Corporate Social Responsibility Governance

ETEBRENERAR (TRE, EREWE
NE), GriBTEE)) KIBEICC-JACERIBIIHE R
ECSR R, BEEXRF T RBE. RER2M
BREEER, T2RIPCI40IHERTEEEE
ERrism, REHEEHEECEE aFER
HE HEEREREVNEE FIBRANER
W, EEEI THEEENER KBRS R, HAE
ARRRRV BRI E B RN ERRAFENREN
BE T,

‘ HEEEES

CSR Vision

TERFELTmE, RARZASENEE
hisES
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CSR Strategy

UER AR, MEETMAREE, KE8
M, BREREE, RBEETE,

Customer focus, caring of employees and
stakeholder groups, environmental innovation,
healthy development and positive contribution to
the community.

Leoch International Technology Limited (“The Company”, and together
with its subsidiaries, collectively referred to as “The Group”) establishes
the Corporate Social Responsibility (CSR) system in accordance with
EICC-JAC criteria, for implementation in the aspects of corporate labour,
environment, health & safety and business ethics, also make reference to
IPC1401 for guiding the supply chain CSR management. The focus of
supply chain CSR management includes product certification, supplier
selection and performance management. Within the framework of this
management system, the Group has established the vision and strategy
direction for social responsibility, organized the relevant structure and
defined the objectives for assuring the continuity and effectiveness of the
system operation.

Building the “Leoch” brand of hundred-year history to become the most
respectful enterprise in the storage battery industry.
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KB CSREEIELE

The Group's CSR Management Framework

EICC-JAC IPC1401 EICC-JAC IPC1401

e s g e = Labour - Health & Safety - Environment - Supply Chain CSR Management System
(BT RERRe BE HEEE) (e G EAERER) T e S I g ystem)

BTEEFHEEFECSRER Leoch International CSR System

HtEETHKESS CSR Strategy Committee

TE MR E8 EEeRE iR A Chairman:President Members: Members of The Board :Zacﬂ:.tat?; Dlre.ctor S (?.fflce
WL ERAANEE bility: Def . and prepara summaries
BE S E S ECSRY BRER  HIE L 0 ¥ B SIS ANEEEN Responsibility: Define the Group's CSR development strategy, and prep
evaluate the significant impact to strategy and performance of Leoch's
REVETTATE, MR H S, CSR as well as identify the direction.
= p— =

TR Z8 BB R Rt TSR iR Pk agIE

Chairman: Vice-President Members: Vice-Preident, Factory General
SEBEIMAEEA 1REAHAE . EECSRER Manager in each region, General Manager Facilitator: Director's Group's
. ' ; CSR Department
BB HIRECSRE BRI SRER ; ST EMANS 1 T RRA0A & RIRAIRSR WA EEREHEE o s e (S o .
department heads Function: Ma.nage the affairs

BRI, ZFETETSEE TR, HSZ THRERRKRE, 7= o _ of the Committee
Responsibility: Define CSR goals and strategies, evaluate CSR

— N = > 2 OO L3 B

AEERANE A S HAY 7 TR RIRIZ A L B R RE performance and KPI of the Group and factory in each region, support

the operation of the Group's manufacturing subsidiaries, assist to
explore the skills of each factory, share experience and adopt the
consistent approach in resolving the environmental and social issues.

£ TRCSREE /A

E . X o
IR ARAEIE Global Factory CSR Leading Groups
R L BE 17738 T N4 Facilitator: General Manager
ERIEE  HSE Bl RS EEEE HEES SRR TR 2 N p— tator: Gen ger
. g | . . T e Product HSE Risk onepY Business  Community Function: Coordinate work execution
IR BIE/VAE 1R/ VH BIE/NAE BEIEZ/NME EE/AE Environ Manage i Manage 1 & Ethics Contribution amongst various CSR professional
-mental  -ment Union _ent anatge Supervision Operation teams in factory
Group Group Group -men Group Group

Group
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CSR425E B IR SRR CSRIUX154H

=K. Pl = o 3 b3
_GSR Overall Goals and Strategy HENCEH e EEIEEHE
CSR 4 Key Modules - alignment with the latest CSR standards

|
HESEEE: CSR Goals: EBEESRR . Overall Strategy:
SRMEBPREKR; -Fulfillment of customer needs; SBSFER; -Legal Compliance;
REIAR YR, -Protection of relevant groups: FEfAE; -Prevention as priority; DUEEEHIL , TFiE. aRKgE, Customer focus, legal compliant operations
-SRI, -Sustainment of business success; -REEIR, -Systematic management; EUEHER , PDCAKHENE. Management system development, PDCA continual improvement
-BIRABESE, -Achievement of sustainable LEEE; -All levels of communication; B4t 2 EESA8000:7:E International SA8000 certification
development -FHEDUE -Continual improvement OHSAS18001:2:& OHSAS18001 certification
EFRISO14001:2:% International ISO14001 system certification
EHPERQC0800008E %25 International QC080000 system certification
ﬂ EittERGTSEEROHSIES EU Directives for RoHS compliance of battery products
S E e AR TR EE = 2 Intellectual Property Management System Certification
Continual
improvement
T i
SEBE %I RERS
All levels of Labour Health & Safety
communication
BEEFBR
‘e A
E25 0007
EFER ERTIRE R
Fulfillment of customer needs;
Legal Compliance Protection of relevant groups;
Sustainment of business success;
Qgh;i\’/ement of sustainable IE:’:CS R
velopment.
AR ER
. Leoch CSR
Systematic
management
fﬁrsﬁagﬁh
Prevention as B¥aE IS {R:E

priority

Business Ethics Environ-mental Protection




07 20193R1%E. HERERRE

Environmental, Social and Governance Report of 2019

HEHRERFHDE RS

Reporting Scope and Communication with Stakeholders

FZEBE-NEBRBE HERERERS) (£F
&) MNREHA2019F181HE20195F12831
B, "B 8 & “BLEEENERAT (TR51, &
EEWB AT, FBEE)) NS SEMEE N E
HBEE:

- MERE EWRIERT

This “Environmental, Social and Governance Report 2019” (the "Report")
describes the following operating regions and business scope of “Leoch
International Technology Limited” (the “Company”, and together with its
subsidiaries, collectively referred to as the “ Group” ) during the period from
1 January 2019 to 31 December 2019.

Business for Manufacturing of Lead-acid Batteries

LIFELENBRAR
IHEERRIEERETHEE

2ERETBRRMERAQT
ERE(KE)SHREERRITXETERER

3RBNBHHBRENERAR (LIRS
B T8 (1) 1]
THEREREEREE L TR

4 ZHBTERRNERQE [(TEHREHE
7 M= 2R) 1)
LHE R EBRIEE R RDERE

1.Jiangsu Leoch Battery Co., Ltd.

Leoch Hi-Tech Park, Jinhu Industrial Park, Jiangsu Province.

2.Zhaoqing Leoch Battery Technology Co., Ltd.
Industry Ave.(East), Riverside Industrial Park, Zhaoging (Dawang) Hi-Tech
Park.

3.Anhui Plath Power Supply Technology Co., Ltd. (hereafter referred to as
“Anhui (factory #1)” in This Report)
Nvzhen Road 1, Suixi Economic and Technological Development Zone,

Anhui Province.

4.Anhui Leoch Power Technology Co., Ltd. (hereafter referred to as “Anhui
(factory #2)” in This Report)

Yingchun Road, Suixi Economic and Technological Development Zone,

Anhui Province.

o sEIHRE

Business for Lead Recycling

5. RMBAERREHRERAF
ZHERHEHAMBEE DABRSEREE

FRENBERR(EBH AR ZMERAR
B EHRUDNEHE -+ EAENNRIR HERE
BREESMRR, SFHR—R,

SESFRRRRSE RHT —EERHNFT
EREFERERRIATR B TRRAGH B
RFEZR HEBSHNENREME, KEF
BENSHNE, REMMETERTE, 158
NEEFHBE. FERRBABEREFHNEBE,

REMPINERRER EENERBXERRTE
BSENHRABRFRE, A REEER.
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5.Taihe Dahua Energy Technology Co., Ltd.
Recycling Economic Demonstration Park, Xiaokou Town, Taihe County,

Fuyang City, Anhui Province.

The Report is prepared in accordance with the “Environmental, Social and
Governance Reporting Guide” as set out in Appendix 27 to the “Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited”, and is published annually in each financial year.

The Group convenes annual general meeting (AGM) which provides an
effective platform for the Board of Directors to exchange views with
shareholders. In addition to AGM, for maintaining close relationships with
stakeholders such as customers, suppliers, the Group communicates from
time to time with stakeholders and listen to their views and needs through
visit, phone conference, company e-mail, and customer service
representatives, etc.. The Group's overall business performance is also

reported to investors through the Annual Report of the Group.
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Reporting Scope and Communication with Stakeholders

IZ18/Environmental

HERL D

Emissions
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Control of wastewater discharge

EERHQRED. ERNRBEBEEENIE
BEKFIE RSB ACEITHE IR, FIECS KEER
ERE) ZEREE K EEMNEERBRE N
757K BR IR UL LA RR IR &R [ A A BYBE K, M TE M SROERR
BA HR BRSNS K R, B LERK S 2 8
B (pH) REHE, HIRBEMZ &,

EERTBBEBHIRENTE, ALHIE T T ENRFRBERUEERES
BRI, HEDK. BER. BREMFHHEERNEHERS, BREREER
12, W AEIR S SR AVHT R LA B O IR IR A

The Group has a clear understanding of the environmental impact of its
business on the environment. Therefore, it formulates comprehensive
environmental policy to manage the discharge of various pollutants.
Relevant control procedures have been developed for wastewater, exhaust
gases and solid wastes, etc. The operation processes are closely monitored
and innovative technology is actively pursued for continuous improvement of
environmental performance.

The Group has effectively controlled the industrial wastewater and domestic
sewage generated by the activities, products and services of the Group, and
also formulated the “Sewage Treatment Operating Procedure” for handling
wastewater properly. The production plants of the Group have installed an
internal sewage treatment facility to handle the wastewater generated by the
Group and to ensure the compliance with discharge limit before release to
the external sewage system. This prevents impact to the environment from
the influence of water pollutants on pH and lead content.

AERIRBERENER, SEERIIRRE
BEEKHRNEE, SIERERRKMM 5 REL
5IBR &R M BE KNS A BURE RIS BEIRE S
KERIER TR M ERENETER. AREEEE
EENEKILHEER, IS5k HFBERERN
SMNERERAR . S350, EE R B URE, BEHIIRR
BB BIXRA B KR A& TS RYBRE R 2.
—BESAEN R B HRGER, {HRAEFIRN R D4
[RE, W ARENAY IE R TR HE

SERNRESUMEEZ S KEERPK
B ARG, B BEKER, B R A EBEENS
K, EFHDHKA 210,608 75 KAY5 7K,

HEHMREERY), FESHREEMER
BENMREETIFHREEROWRE, 2FF
HEIKREEION UL, 2EEBRESHB KL
1,000MERIBEER, Bl HE R BEZE Y

LS, R EREIREE, bR T RIS KERERSR,
BRE “BERBRECKF ARG ; LRGIER
MRS, MAKOTERER, Bl BEKHIR.

20193818, HEREQRE I ] O

Environmental, Social and Governance Report of 2019

For effective implementation of environmental measures, the Group has
established Environment Protection Department responsible for managing
the wastewater discharge, including the collection of national and local
standards as well as the Group's standards for discharge of wastewater and
pollutants ; close supervision of the maintenance and operation status of the
wastewater treatment facilities ; effective treatment and the associated
recordkeeping of the wastewater generated by the Group ; liaison with
external parties on information relevant to wastewater discharge. In addition,
the Group has established laboratory responsible for the testing of
wastewater samples submitted daily from the Environment Protection
Department for concentration measurement of water pollutants. The relevant
department will analyse the cause timely, and implement corrective and
preventive actions in event of abnormal findings or discharge exceeding

limit.

Each lead-acid battery manufacturing site of the Group has reduced the
emission of wastewater, by adoption of the sewage treatment and water
recycling systems. Through reuse of treated sewage, there was reduction in
annual sewage discharge of 210,608 cubic metre.

For the other liquid wastes, each lead-acid battery assembly factories of the
Group has the waste acid recycling devices in the process of acid addition
recharging, annual recycling rate reached 90% or above on average. As
consolidated from each factory, the recycled waste acid totally amounted to
around 1,000 tons in this year, which in turn reduced emission of the

equivalent waste amount.

Moreover, in the operation of lead recycling, the “water recycling system in
the lead-recycling furnace” was set up in addition to the sewage treatment
system. Apart from the usage for lowering temperature, that recycling

system reused water and reduced the wastewater discharge.
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Control of exhaust gases

EEBHERETAERITH, HILEEE
PEENRRE.HE HEREEEYFAR
SRYERIRBER T E HREBMEER
FERETENEREERG, MEREL
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BE R SR A ERHREER AR, B8
BRI

The Group also controls gas emissions effectively to prevent the impact on the
environment from atmospheric pollutants generated during operation such as
sulphuric acid mist, lead fumes, lead dusts, and its compounds. The production
plants of lead-acid batteries are equipped with a comprehensive exhaust gas
treatment system. Processes that are likely to cause exhaust gases, fumes and
dusts are operating under exhaust ventilation facilities, through which exhaust
gases, fumes and dusts are channelled in ducts into the treatment facilities.
These facilities include lead fume purifier, dust collector, acid fume
neutralizer/purifier, etc. Gas emission is allowed to discharge to the external
environment only when they comply with the requirements of internal monitoring

and those requirements stipulated by the emission permit.

In the lead-recycling factory, exhaust gas treatment system has also been
installed and the controlled air pollutants include: lead, sulphur dioxide, nitrogen
oxides, smoke, etc. Sulphur removal devices have been installed in the
roasting operation to reduce the emission of sulphur dioxides. Relevant areas
have even been installed with smoke auto-testing equipment for continuous
monitoring and control of exhaust gas emission.

RERBREREAEESEERHRAE

9, B B WEB KM 75 G E R FIBAHIUR

2 | eS8 PR 1R R e ER MR IAR B E SR B S BB B AR

& KBRS EERIERMENIEIERER, EX

MR RAEY i (L BRI E T, M F B E REMRE

RUERIER B E 81T, E U ERHRINAI ERTR
o

PRTRISTENEREERG, EERK

I8 RRESHEERBSRBIERNK
BRI LRV BRTE HER R R ERIR S 1T UL
T2, NURESEERERRS, BHIER KRR
i, BB A FRIBAR (LR IBIREZIR, LUBIDER

VR

B, ERETZ2ERES EBEM, 5 TR
DELEERETELNIEE, HRAKRESING
EHNEERS, QFERAEHESK. 85
BIRK. BDERRBEATFERKS  BEER
ARBEESR NESETHIEENF BHE
HABEECOSLBEIBIESR, ME—FNEE
MFTIRERRN A BHEIRR.

A RERENESE

The Environment Protection Department also holds responsibility for managing
exhaust gas discharge, including the collection of the requirements stipulated
by the national and local legislations; identification of emissions standards;
maintenance of treatment facilities and liaison with external parties on
information relevant to the gas emission. The Group prepares the operation
guidelines for various treatment facilities, and requests the relevant
departments to abide by the guidelines strictly, and to ensure normal operation
of these facilities by arrangement of routine maintenance and implementation of
corrective and preventive measures where necessary.

Apart from the establishment of comprehensive exhaust gas treatment system,
the Group has reformed the technology and adopted the “cadmium-free inner
formation” in lead-acid battery manufacturing regions for reducing the emission
of acidic mist. The inner formation technology uses the cadmium-free alloy and
adopts the sealed acid containers completely for prevention of acid spilling, at
the same time eliminates plate formation and drying for minimizing acidic mist
pollution.

At the same time, considering the correlation between technology and
equipment for reducing generation of lead fumes in the production processes,
relevant manufacturing sites introduced production equipment with sealed
automation feature, which included the use of automated roll-shearing machine,
automated cast-welding machine, automated casting machine in replacement of
manual casting machine, etc. This even applied to enhancement of the entire
production line, such as reforming the automotive battery production line from
the local semi-automated casting to Korean-type COS full-automated cast-
welding line, as well as reforming one manual-welding production line for low-
density battery to semi-automated cast-welding line.

Reduction of greenhouse gas (GHG) generation

BT B ERKRIS RN, EETHD
EEBREDRRERBIOHIN. £E B RIRR
HRBRERNER, EBKGREEBER, %
DL EEREEBEERNAERE ©EHiT
WEFE WNESNNAENRES) BRENES
ERAEARAR, BILRER D HBRERE

In addition to emission control of the aforesaid air pollutants, the Group is
striving to reduce greenhouse gas (GHG) generation in its operation. The
Group is actively expanding the use of clean energy to reduce GHG coming
from the conventional power generation, such as by promotion of solar
energy projects. Living areas within the operation boundaries (such as
bathrooms and canteens in the dormitories) have fully switched from the use
of coal to natural gas for reducing GHG drastically.
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Total GHG emission

391,457
W EHREE

Tonne CO2 equivalent

HEREERE (EE 2)RERBHIKE
Energy Indirect (Scope 2) GHG emission

371,093
W —EAHEE

Tonne CO2 equivalent
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Moreover, the Group is aware of transportation incurring GHG generation
and therefore develops administrative measures for reducing transportation
needs. As an example in procurement process, owing to the fact that
engaging overseas suppliers requires additional transportation, the Group
prefers to engage local suppliers given that the compliance with quality and
delivery requirements. While in office management, the Group encourages
the use of various communication channels such as video conference

software/app, email, telephone in order to reduce business trips.

BEiZ (BE 1)EERBHIKE
Direct (Scope 1) GHG emission

20,364
W EAHEE

Tonne CO2 equivalent

2

)

SWMEENREREHKEE

GHG emission intensity per tonne of production

0.98
WS HREE W

Tonne CO2 equivalent/tonne

Through implementation of the aforesaid emission reduction measures
during the reporting period, the operating regions covered by the Report
have generated greenhouse gases of totally 391,457 tonnes carbon dioxide
equivalent, i.e. 0.98 tonne carbon dioxide equivalent was generated per
tonne of production. As compared with last year, the emission volumes and
intensities during these two years have no significant deviation (the figures
of this year was around 2% slightly lower than those in the previous year).

B BSRE Rl

Control of solid wastes

EEFEERY D EFE, YRR A
Y BEOU, TR KT BNEEYEREE
B, EERER U RERYREARE R
EE, TN —RERYVREER,
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KB BEEEYN—REEY), BIREE YR
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FEEHIKEBMARNOREBMNRBEBEY, fi0:
AR RRNEED. EEREE,

REUEENE ALY
Recyclable hazardous waste
EEinty. BB

Waste lead powders,

waste batteries, etc.

N

AT EU A — AR BEEEYD
Recyclable general waste

BEAR. EERRE/E. EERME. BOEF

scrap equipment, scrap metals, etc.

EEEY4aER!
Classifications
of Wastes

BF

Examples

Waste papers, scrap plastic basket/barrel,
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The Group has established waste classification system. Wastes are recycled
as much as possible or disposed timely if they could not be reused. Wastes
shall be disposed in a controlled manner and also waste handling vendors
are contracted on the specified requirements for handling of general wastes.

For solid wastes, the Group classifies them firstly into two main categories
according to their hazards: hazardous wastes and non-hazardous wastes,
which are further divided into four sub-groups based on the recyclability.
Solid waste includes those liquid and gas wastes which are stored in
containers and not directly discharged to external waters and atmosphere,
for example: waste oil and waste cleaning solvent in container.

&@A
ryire

AR AR fEPREEEEY
Non-recyclable hazardous waste

EEH. 28RNk, SRS
Waste oil, wastes containing lead
content, scrap protective
equipment, etc.

AT E A — AR BEERA))

Non-recyclable general waste

W, EFENIRE
Office and domestic wastes, etc.
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At

Every department shall follow the established procedures to collect the
generated wastes in accordance to the classification and to store them at the
designated area. Production plants of the Group designate temporary
storage areas for solid wastes and signs are placed according to the relevant
legislations. Also measures are in place to prevent pollution and leakage.

Hazardous wastes are handled according to the local hazardous waste
registry and the applicable legislations. They are provided to the relevant
qualified agencies for proper handling and are prohibited to store together

with general wastes.

In 2019, hazardous wastes mainly included scrap batteries, scrap electrode
plates, scrap lead leftover materials, lead sludges, lead residues, lead
ashes, sludge from water treatment and lead-contaminated wastes. In the
reporting period, those hazardous wastes discharged from the operating
regions covered by the Report amounted totally to 21,952 tonnes, which was
about 9% higher than that of the previous year. Waste batteries and other
lead-bearing wastes would be conveyed to qualified agency for collecting
and refining lead metal. On the other hand, non-hazardous wastes mainly
were discarded carton boxes, scrap plastic packaging, office and domestic
wastes, as well as other non-hazardous production wastes. There was a
total of 3,717 tonnes of non-hazardous wastes discharged in the reporting
period. As compared with the overall figures of the previous year, and in
accordance with the production volume of this year increased by around
11%, around 64 kilograms of wastes per tonne of production were
discharged during the reporting period, which was around 8.6% lower than
that of the previous year.

In 2019, various operating regions of the Group adopted appropriate
equipment, including automated roll-shearing machine, cold-cutting
machine, automated plate-packing machine, and one-furnace-multiple plate
casting machine, for effective reduction of scrap electrode plates and other
lead-bearing wastes. These achieved annual reduction in discharge of
around 280 tonnes of hazardous wastes.

Within the reporting period, the Group did not identify any legal non-

compliance or complaint related to emissions or other environmental topics.

& SRER

Use of Resources

ERIERERE, HNBRERREFNG
R, WHEEEE R AR ANE,
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Energy Conservation Measures
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The Group pays attention to environmental protection and is striving to
realize reasonable utilisation of energy and resources. Appropriate
measures are advocated for enhancement of utilisation rate.

For each lead-acid battery manufacturing factory covered by this report, they
have achieved certification in ISO 50001 energy management system, which
included the establishment and implementation of the related policies and
procedures for energy saving performance.

During the phases for development of industrial technology and equipment
selection, the Group gives priority to equipment and products that are of low
power consumption or higher energy efficiency. For equipment of high
power consumption, they will be gradually replaced by technology and
equipment of low power consumption. For example in this year, in Zhaoging
factory, water pump of lower power consumption was replaced in production
workshop, and in Anhui (factory #1), inverter-driven permanent magnet air
compressor was replaced for raising efficiency to reduce consumption of
electricity. Technology re-engineering is planned and implemented to the
existing technology and equipment for process optimisation and
enhancement of energy utilisation rate in various production departments.
Departments shall minimise the equipment operating at production idle time,
and shall shut off the power supply to those equipment at non-production
time interval. Operation load of the equipment is flexibly adjusted according
to the change in production planning.
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For office administration in energy saving, the Group encourages full use of
natural daylight to reduce the duration of electrical lighting; air-conditioners
are preset to function only at the suitable temperature range; employees are
required to turn off the power of all equipment in the office when they get off
duty for minimisation of unnecessary power consumption. Some factories
even established power saving plan in office area, for example, in Anhui
(factory #1), “energy regenerative charging and discharging device” was
adopted and annual saving of electricity amounted to around 6.80 million
kWh. On the other hand, all factories have been gradually replacing
traditional lights to LED lights. With the energy saving characteristics of LED
lighting, it reduced consumption of electricity, for example in Zhaoqing
factory, there was energy saving of around 5,980 kWh in 2019.

In addition, the Group is striving to reduce use of commercial power supply.

Solar power supply system is actively developed in the operating locations.
Some production plants have completed the installation of solar panels on
the roof and such solar power is used in production processes such as
battery charging, plate formation. Excess power from solar sources will be
connected to municipal power grid for consumption. As shown from example
in Zhaoging, solar power supply system was adopted to achieve energy
saving of around 332,590 kWh in 2019. In addition to utilisation of solar
energy, the Group has also increased / improved equipment for recycling of
heat energy and consequently reducing consumption of municipal power.
Within several factories in this year, heat recycling devices had been
installed in the air compressor rooms and this achieved annual saving
around 350,000 cubic metre of natural gas. Moreover, within the injection
moulding departments, hoppers of injection moulding machines were heated
in a recycling pattern and heat energy was recycled by hot-air dryer. From
the example in Anhui (factory #1), such installation resulted in annual saving
of 680,000 kWh.

B A9 K IgbE

Water Conservation Measures
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The Group makes best utilisation of the wastewater treatment system.
Treated wastewater is recycled for use to reduce the consumption of fresh
water. In-house sewage treatment facilities were built with reclaimed water
pools, from which treated wastewater complying with environmental
standard was reused in factory cleaning, processing of environmental
protection facilities and toilet flushing, etc. Through use of reclaimed water,
all lead-acid battery factories totally achieved an annual saving 210,608

cubic metres of fresh water.

Apart from use of reclaimed water, the Group is striving to use methods such
as adoption, optimization, and reforming for achieving continual reduction of
water consumption. Examples included new installation of cooling water
machine in injection moulding department, use of automated washing
machine, outer formation technology reforming to inner formation, etc. Some
lead-acid battery factories even utilise equipment which reuse water in
operation, such as cooling towers, charging sinks, these achieved saving of

fresh water amounted to around 90,000 cubic metres in the year.
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Resource Utilisation Measures
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In addition, factories of both manufacturing lead-acid batteries and lead-
recycling are installed with rainwater collection system in which the collected
rainwater would be reused after treatment mainly for factory cleaning,
processing of environmental protection facilities, as well as for water being
recycled in the battery manufacturing processes. Through these collection
systems, the Group has achieved water saving of around 17,500 cubic
metres in the year.

Apart from frequent reminding employees and visitors of water conservation,
the Group is striving to continuously reduce water consumption by
equipment innovation, technology optimisation and enhancement in
management practices, etc. Moreover, regular clean production audits are
conducted to monitor and identify the processes capable of reducing water
consumption; this prevents the occurrence of unnecessary water
consumption.

It was honoured that the performance of the Group's water conservation
measures was recognized by external stakeholders, which included Jiangsu
Water Resource Department and Jiangsu Development and Reform
Commission jointly issued to the Group's factory at Jiangsu with the award
named “Jiangsu Provincial Level Water Saving Enterprise”, this illustrated
the efforts of the Group in water conservation.

The Group collects and categorises the recyclable solid wastes which will be
used internally as much as possible, for example: wooden pallets and carton
boxes are reused internally; scrap plastics from the production processes
are recycled for production of plastic pallets which are used within the
factory and will be recycled for production of new pallets after damaged.

In the packing process, the Group prioritise the use of degradable and
recyclable packaging materials (such as wooden pallets, cartons, iron
boxes, etc.) to reduce the use of plastic packaging materials. Whenever
plastic packaging is deemed necessary, materials of less weight or more
environmental-friendly should be adopted as far as possible.

RS, TRGSKHRRESUREFFERE
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During the reporting period, the table below consolidated the types and weight of packaging material consumed from each

lead-acid battery factory:

aBEREES
Type of packaging material

i)
Paper

B&

Plastic

At
Wood

=z
Metal

A SAEUR R , B Ga NEERS, TR R E LR
BEME, ARERIEFRE, 2FHER
0.7T4MERYFT B175 .

SEEN—RAMRAZELERRFRAR. FIED
REEER, REUTERTUEFXHEERL
RBME M, BRBER D ERRR,

SEAENE XA ERRL, XTBBRGE
TEREZW XBMETFEREFESR, BERL
ME PRI IS, SEEEIE R SAP-ERPRARF]
NEEBF BRI RE IR AR,

BT BEME R AR, NREMEENEE

SFERAEE (W)

Annual consumption weight (tonne)

54,456

1,300

5,086

49,481

At the time of packing finished goods in the lead-recycling factory, it did not
require the abovementioned packaging materials but only used the plastic
packaging bands, of which 0.74 tonne was consumed in the year.

The Group's general principle on paper utilisation is the preference in using
environmental-friendly paper, printing on both sides and whenever possible
the deployment of electronic document management system to reduce the
use of paper.

The Group developed an internal document management system, through
which documents are distributed, received and acknowledged. This
encourages employees to use electronic files and hence considerably
reduce the release of paper document. In addition, the Group adopts the
SAP-ERP system and measures such as internal e-mail communication to
reduce the use of papers.

EEH2019FFEHEN R BT EE RN T !

Apart from the packaging materials and office's paper supplies, main resources consumed in 2019 by the operating regions

covered by this report were listed as follows :

=]

Resources

=]
Electricity

RURR

Natural gas

K
Water

LS
Performance
FES
((kWh) ) 458,383,903
(Z7K)
(cubic metre) 8,609,285
(Z7K)
1,878,543

(cubic metre)
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Green procurement
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For alignment with the requirements from the environmental authority of
Taihe county, and for compliance of emission with the targets for discharge
of atmospheric pollutants, Taihe Dahua Energy Technology Co., Ltd has
stopped operation in this reporting year to proceed the enhancement of
technological equipment including monitoring devices. During the shutdown
and reforming period, electricity consumption in the lead-recycling factory
was mainly used in office functions for normal operations, including material
procurement, subcontracting for electrolytic lead processing, and reforming
project for technological enhancement, etc.

In response to the public's concern over environmental protection, the Group
is striving to satisfy the demands of the society and customers, and realises
the green culture in procurement, production management and employee
training.

For assurance of product compliance with environmental protection
parameters, during the product design and development stage, the Group
strictly controls the use of materials for production and priority is given to
degradable or environmental-certified materials. For materials with
environmental risks, the Groups requests suppliers to accompany the
materials with third party RoHS test reports for assuring the control of
hazardous substances within the compliant range.

Environmental performance is also considered in the selection of suppliers.
Suppliers are required to sign “Agreement for Environmental Protection” and
to submit hazardous substance test reports on regular basis. Also, suppliers
are subject to on-site environmental assessments arranged by the Group.
The Group will prioritize those suppliers who attained environmental
certifications. Currently there were around 80 suppliers of this certification
type, mainly those supplying types of materials like lead, separation plate
and plastic materials.

In addition, the Group requires the important raw materials to be verified for
environmental compliance. It includes establishment of guidelines for
controlling the content of the relevant heavy metals and plasticiser as well as
requirements on the relevant testing frequency and specifications.
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Clean production management
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The Group adheres to ISO14001 environmental management system for
identification and assessment of all environmental aspects. Schemes are
developed to monitor the significant environmental aspects for ensuring the
emissions of exhaust gases and wastewater in compliance with the
specifications stipulated in the national standards and emission permits.
Production processes are assessed to identify the source of hazardous
waste generation and the associated action plans are formulated to reduce
hazardous wastes, such as formulation of effective measures to reduce the
discharge of acidic wastewater and lead dust, return of used chemical
containers to suppliers for recycling and treatment, etc.

Some factories improved “Medium and High Density Charging Process”, and
increased the use of inner formation models, which minimized the emission

of acidic mist and the amount of acidic wastewater generated.

The Group appoints dedicated department to maintain and ensure proper
functioning of the treatment facilities for wastewater and exhaust gases.
“Emergency Plan for Abnormalities in Environmental Facilities” is developed
to guide the actions required for prevention of environmental pollution in
event of malfunctioned facilities for sewage treatment, dust removal or
exhaust gas purification, etc.

For reducing pollutants within exhaust gas emission, the Group is dedicated
to using clean energy in replacement of electricity supplied by coal
combustion, hence is striving to use natural gas as the energy source. For
examples in lead-acid battery factories at both Zhaoging and Anhui, annual
consumption of natural gas totally was equivalent to electricity of 78,902,544
kWh, and the electricity equivalent of natural gas consumption even
accounted for around 20% or above of the total energy consumption in the
local regions.

The Group undertakes a periodic cleaner production audit. Various solutions
are proposed and implemented to reduce pollution, for example, introducing
production equipment featured with automatic sealing or using advanced
production equipment to replace manual equipment and reduce lead dust
production during the manufacturing process.
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Environmental Training for Employees
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The Group's training programme and new employee's orientation
programme both cover the requirements of environmental protection, which
include basic knowledge of the environmental management system,
identification and control of environmental attributes and skill training of the
specialised positions such as the proper operation of specified
environmental facilities, environmental laws and regulations, knowledge for
handling of solid wastes, etc. For factories at Zhaoqing and Anhui (factory
#1), the number of employees who participated environmental trainings
reached 1,107 and 1,628 respectively, and the number of environmental
training classes was around 280 hours in total.

Environmental Awards and Achievement
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In addition to procurement and production processes, the design of the
Group's products is also concerned with environmental philosophy for
meeting customer requirements and those regulations related to
environmental and product requirements in the country where the product is
used. In this year, the following products were even honoured with the award
“National Green Design Product” issued from the “Ministry of Industry and
Information Technology” of China:

Stationary valve-regulated lead-acid battery DJ500(2V500Ah)
Starter lead-acid battery 6-Q-45R(12V45Ah)

Traction lead-acid battery 8PzB400(2V400Ah)

High capacity automotive lead-acid battery 6-DZF-20

teoh, MO BEEESEKEEIN “TEMESAME” PMEENEE TR
RN, CRSEHIRIGRENTR

In addition, some factories were even awarded “Green Factory” by national
authorities such as “Ministry of Industry and Information Technology”. This
illustrated the Group's contribution to environmental protection.
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Preparedness for climate change and response plans
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The Group is convinced greenhouse gases being the main cause of climate
change, and prepares budgets where appropriate to improve facilities or
technologies to reduce greenhouse gas or pollution emissions. Also,
increase in use of clean energy (e.g. natural gas) and renewable energy
(e.g. solar energy) is highly encouraged for reducing greenhouse gas

emissions.

In response to extreme weather and related disasters caused by climate
change, the Group regularly assesses the following risks to the plant, its
infrastructure and production processes:

Whether the plant and its infrastructure is located in area threatened by sea-
level rise due to climate change (e.g. low-altitude coastal areas);

Whether any impact on production processes as a result of potential heat
waves caused by climate change (such as: air conditioning and automatic

machine operation) °
Whether the plant is located in water-scarce and arid area, and related

production process (such as: water cooling equipment) are threatened °
Whether climate change may interrupt individual material supply chain which
affects procurement of raw materials (e.g. prices and quantities);

Whether resource constraints caused by climate change require plans to
change the composition of materials.
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For those identified emergencies (e.g. water immersion) that may be caused
by extreme weather, the Group has established relevant documentation for
disaster risk management strategies and measures which control the risk of
flooding in the vicinity of production and warehouse facilities, and develop
contingency plans to prevent damage caused by extreme weather. They
include the following facilities and measures:

Installation of flood gates to withstand higher flood levels;

Strengthen the plant structure for enhancing its strength against super
typhoons;

In the region more vulnerable to attacks by typhoons, windows are gradually
replaced with ultra-strong glass;

Prior to super typhoons hoisted, outdoor equipment or machinery are
secured (e.g. using ropes);

Protective measures are taken against the plant in close proximity to natural
slopes or man-made slopes (for example: construction of mud and stone
protection dam) to reduce the damage caused by landslides.

In addition to developing preventive measures, the Group also develops

strategies to respond to climate disasters, including the purchase of
insurance to divert possible losses caused by natural disasters, and the
development of business continuity plans for implementation of scheduled
plans to resume production and continue operations in the event of an
extreme weather disruption.

In addition, in order to ensure that employees are knowledgeable about
prevention and response measures, the Group provides trainings on
disaster preparedness knowledge and emergency response measures: for
example, to ensure that all windows are closed prior to a typhoon, and to
regularly inspect windows in preparation for extreme weather.
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Reporting Scope and Communication with Stakeholders
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Employment
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Recruitment and Promotion
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In addition to compliance with employment regulations of the countries
where the Group's business is in place, the Group has also developed a
series of employment policies to ensure employees entitled to fair and
reasonable benefits.

The Group ensures the recruitment process in compliance with the country's
applicable legislations pertaining to discrimination. The Group specifies
clearly the recruitment principles: open recruitment, fair competition,
comprehensive evaluation and recruitment of the outstanding candidates.
Each candidate is given the equal opportunities during recruitment and
discrimination is prohibited against race, ethnicity, social class, nationality,
religion, disability, gender, sexual orientation, marital status, age, trade
union / party membership, as well as prohibiting all forms of discrimination
against female, particularly to pregnant women.

The Group formulates the “Recruitment Management Rules” to define fair
and equitable recruitment and hiring standards for selection of the right
candidates and reasonable assignment of talent. At present employees of
the Group come from various provinces and this diversity of the employees
indicates clearly that recruitment decision is purely based on the fulfiiment of
job requirements by the skills of the candidate.
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Wages and Benefits
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In addition, the Group's promotion mechanism ensures that promotion of
employees is transparent and fair. When there is job vacancy, candidates
with appropriate qualifications and competence are nominated by
departmental head. Human resources department will firstly conduct
qualification review which covers evaluation of performance, competence,
attendance history, and the contribution of the candidate. Right candidate is
selected after the aforesaid evaluation and will be promoted after further
assessment. The Group will not consider factors that are not job-related
such as race, gender, marital status, etc. Human Resources Department
only pursues the assessment on historical performance and willingness, etc.

for effective alignment between the employee and the position.

The Group formulates “Wages and Benefits Rules” to define the calculation
approach for wages and benefits. It specifies overtime compensation to
employees according to legal requirements as well as other benefits and
rights entitled to employees, which include: statutory holidays, paid annual
leave, paid maternity leave and payment of social insurance for employees,
etc. Moreover, the Employee's Handbook specifies in details for casual
leave, annual leave, special leave, sick leave, marriage leave, funeral leave,
maternity leave, work injury leave, etc. Special rewards are even given to
employees who have made special or significant contributions.

For employees who reach the statutory retirement age, the Group will abide
by the relevant legislations to arrange the retirement process after internal
comprehensive evaluation, and will support the transfer of the social
insurance to enable the retired employees entitle to the relevant social
insurance benefits.
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Moreover, some factories of the Group have
successfully achieved the third-party
certification on “SA8000 Social Accountability
Management System”, of which the certification
scope covered the compliance with employment
regulations and fulfilment of other offers to
employees. This fully demonstrated the efforts
of those factories on building the employment
relationship.
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The Employee Handbook of the Group stipulates that employees can file
complaint through appeal procedure to supervisors or responsible
departments about the disputes on the employment contract. Whenever the
feedback is not satisfactory, the disputes could be escalated to the
Administrative General Manager for further handling.

Apart from the general employees' treatment and benefits, some factory
regions (e.g. Anhui Uplus Energy Technology Co., Ltd.) even set up charity
funds, while other factory regions provided employees non-monetary welfare
on top of the legal benefits.
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During the reporting period, the Group did not identify any legal non-
compliance or complaint pertaining to discrimination or recruitment.

As of 31 December 2019, the operating regions covered by this report had a
total of 9,184 employees and all were full-time employees. From
consolidation of all operating regions in 2019, the monthly average
employee turnover rate was 5.76%, which was around 19% lower than that
of the previous year.
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Gender

Bk
Paper
7k
Plastic

TesER
Employment type

£
Full-time
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Part-time

Fie
Age

18 - 30

31-45

46 - 60

>60

)
Total

ETA#

Number of employees
5,999

3,185

9,184

0

2,510
4,765
1,894

15

9,184

SRFRERKE (%)

Monthly average employee turnover rate (%)
5.73

5.92

/
/

7.65
4.88
6.80

8.30

5.76
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Health and Safety
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Workplace Management
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The Group is striving to provision of a safe
workplace, including the installation of the
appropriate production equipment. For
example, all factories adopt roller shearing
devices instead of manual counterparts, this
enhances safety effectiveness of employees'
operations and concurrently mitigates the
exposure to occupational hazards.
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The Group establishes Occupational health and safety management system
which formulates effective measures to prevent the occurrence of
occupational disease and casualty, as well as to look after the physical and
mental wellness of the employees.

The Group adheres to OHSAS18001 standard to establish the occupational
health and safety management system, which identify and assess the
sources of hazards in various operation processes and formulate the
corresponding controls. This management system ensures the working
environment complies with the legislations on the health and safety
requirements, and the designated departments rectify any non-compliance
in the specified time frame. Also emergency plan is formulated for fire,
occupational hazards, disasters as well as incidents related to chemicals,
such as the plan for site management and disposal of hydrochloric acid,

acetone, oxygen, sodium hydroxide, etc.

Production plants are installed with fresh air supply system, also all
processes which may potentially generate exhaust gases and dusts are
operating under exhaust ventilation facilities. Employees in these positions
are required to wear masks for minimising the hazards from inhalation. In
addition, equipment that generates exhaust gases is installed with fume
hoods which are connected to environmental protection facilities such as
lead dust and lead fume purifier, acid fume neutralizer, etc. This approach
prevents the emission of exhaust gases to the external atmosphere which
may cause hazards to the public.
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Chemical warehouses are equipped with ventilation system, explosion-proof
lighting, flammable gas alarm, fire equipment, etc. Safety label, Material
Safety Data Sheet (MSDS), site management and disposal guidelines are
also posted in areas where chemicals are in place.

The Group regularly monitors the safety conditions of the workplace
environment; this includes the regular monitoring on the concentration of
hazardous substances (such as lead, acid) in the production plants, and
posting of the monitoring results. Annual occupational health examination is
arranged to employees for detecting occurrence of any occupational disease
and confirmation of comprehensive workplace safety management. In this
year the counts of health examination to employees reached 9,344, from
which no case of occupational disease was diagnosed. The participated
employee types included high temperature, high noise level, acid addition,
exposure to acidic mist, lead fumes, lead dust as well as other lead-
contacting positions.

Also, the Group monitors the noise level in various processes within the
production plants; for positions where noise level may exceed the standard,
workers and visitors are required to wear earplugs.

During the reporting period, the Group did not identify any legal non-
compliance against the relevant occupational health and safety regulations
in the regions of operation. In the same period, there was no fatal work-
related incident while the number of work days lost from work-related injuries
was 2,094.

Provision of protective equipment and training to employees
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The Group provides employees with protective equipment required for the
positions, for example, various masks against lead dust/smoke, anti-
smashing shoes, goggles, etc. All workers and visitors within the production
plants are required to wear the appropriate personal protective equipment.

The Group formulates “Regulations on the Management of Protective
Equipment at Workplace” to standardise the specifications of the required
protective equipment in various processes, the areas where protective
equipment to be used, and the way by which the protective equipment is
deployed.
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Work and Life Balance
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The Group provides employees with occupational health and safety training,
including promotion for prevention of occupational diseases and safe
production training, which enables them aware of the potential hazards in
their workplace and the relevant risk mitigation measures; for example,
arrangement of training to employees who handle with chemicals to ensure
they understand the safety labels of chemicals and the emergency response
plans. In 2019, the counts of employee safety trainings amongst the
operating regions covered by this report was 35,660, and the duration of
training activities amounted to 1,588 hours in total. The trainings covered
safe production and occupational health protection to ensure employees
familiarise with the production flow and safety risks, with the aim to raise the
protective awareness for lowering the safety hazards in the workplace and

work-related injuries.

The Group establishes attendance and social accountability systems to
standardise the rights of the employees and their rest schedules. These
control the overtime work arrangement and prohibit the forced overtime work
in any form. Overtime work must be taken voluntarily by employees and this
enables them sufficient time for family activities for achieving the balance

between their work and private lives.

Moreover, the Group provides employees with recreational areas and
organises activities for employees to help them alleviate work pressure and
maintain their physical and mental wellness. In 2019, the Group has
arranged a total of 61 recreational activities amongst the operating regions
covered by this report. Count of the participated employees was around
12,300, the themes of activities included birthday parties, festival

celebrations, cultural and sport activities, etc.

Tmm ey s
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Development and Training
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The Group formulates annual training programmes according to the specific

needs of various departments. New employees are required to attend the
specific training required for the positions and to go through the training
assessment. This ensures the new employee has the competence to
complete task independently.

The Group requests all employees to attend Corporate Fundamental
Training (Induction Training) and Pre-assignment Basic Training (Position's
Skill Training), and where necessary the On-the-job Enhancement Training
(On-the-job Training).

Corporate Fundamental Training (Induction Training): the depth of details
may vary from positions to positions and this will be defined in the induction
training plan. The Corporate Fundamental Training (Induction Training)
generally includes company overview (example: organisational structure,
products and technologies), management system fundamentals (example:
1SO9001, 1SO14001, OHSAS18001, SA8000, IATF16949), and code of
conduct (example: company's rules and regulations, code of practices).

Pre-assignment Basic Training (Position's Skill Training): it generally
includes knowledge and skills that are relevant to the positions such as the
applicable rules and regulations, operation guidelines, workflows, operating
skills, occupational safety, safety production and equipment maintenance,
etc. Each department is required to deliver Pre-assignment Basic Training to
new employees in accordance with the job requirements.
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On-the-job Enhancement Training (On-the-job training): it aims to update
and extend the knowledge of the employee, enhance the competence and
management skills, improve the work efficiency or prepare for the
employee's promotion.

The mode of training execution would be varied and defined in response to
the regional needs and /or the annual training plan. This could be the daily
departmental morning meeting, the specified training class, onsite coaching,
or other modes of combination.

According to the employee's willingness and potential as well as the
business development needs, the Group makes use of promotion and job
transfer to enable synergy in development of both the Group and employees.
The Group formulates “Regulations on Mobilisation of Employees” to define
the criteria for promotion and job transfer and this facilitates the career
development of employees. Moreover, the Group formulates internal
competence evaluation scheme to employees in functions of R&D,
technology, equipment, quality, safety, environmental protection, after-sale
service, etc. in order to identify the development and training needs of these

employees.

At the end of each year, the Group conducts survey in the training needs of
the employees. It covers the needs for promotion and job transfer, also
ascertains the training needs of different positions so as to formulate the
training plan in the following year.

From consolidation of data in the year 2019 of the operating regions covered
by this report, the monthly average proportion of employees trained was
around 85%, and the monthly average number of training hours per
employee was 3.84 hour.

151 ZalEB BN R S S EE A FIILH (%)
Gender Total number of employees trained Monthly average proportion of employees trained (%)

B4

S 62,076

e 37,507
emale

85.40

85.59

1S 4R3I
Employee category

Senior management

Middle management

Junior staff

98.00

98.34

84.66

oL
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HER Total number of employee Monthly average number of training hours
Gender training hours (hours) per employee

Sl 353,146 3.82

Male

e 209,839 3.92

Female

R E4%5
Employee category

= T et
IEJ.%&_EIE@ 16,430 5 04
Senior management

PAREIRE

Middle management 54,765 531
IRAT 491,043 376

Junior staff

FE
Total
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Labour Standards
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The Group prohibits using child labour (young people below 16 years of
age). Measures are in place to prevent the employment of child labour by
checking their identity cards during recruitment. The Group forbids the
engagement with any supplier who intentionally uses child labour.

Human Resources Department regularly performs sample check on the
actual age of employees. Employees are encouraged to report any incident
of using fake identity card during recruitment so as to discover any unknown
child labour as early as possible. In event of child labour discovered, the
Group will terminate his/her duties and send him/her to the hospital for
medical examination. Given the good health of child labour confirmed from
hospital and consensus granted from the local labour authority, the Group
will designate person to send the child labour back to the place where the
child's parents reside. Also the Group will investigate the reason behind the
unintentional employment of child labour and take effective measures to

prevent its recurrence.
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Supply Chain Management
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The Group formulates control procedure to prohibit all forms of forced
labour. This ensures the employees to work on voluntary basis and also
provides the approach for employees to file the related complaint. Forced
labour includes: requesting of deposits or collateral during employment,
detention of personal identification document with the employer, withholding
of wages, involuntary overtime work, bonded labour, and practices to force
working by using violence, threat or other illegal restriction of personal
liberty.

The Group collects opinions from employees through establishment of
suggestion box and appealing channels via the trade union representatives,
etc. These provide employees the opportunities to provide feedback about
the jobs. In event of forced labour discovered, the Group will conduct
investigation and collect opinion from the employee, then discuss with the
management to seek for the resolution.

During the reporting period, the Group did not identify any employment of
child labour or any legal non-compliance pertaining to forced labour.

The Group formulates “Supplier Evaluation Procedure” to specify criteria for
supplier selection and the requirements that the suppliers need to abide by.

The Group requires materials from suppliers comply with the environmental
related regulations such as RoHS. Suppliers are required to submit regularly
reports of testing the amount of hazardous substances in the supplied
materials for demonstrating the continued compliance status.

During the selection of new supplier, supplier's performance in
environmental protection and social responsibility will also be reviewed in
addition to the evaluation of commercial requirements such as quality and
cost. Supplier must sign the “Agreement for Environmental Protection” and
“Agreement for Social Responsibility” for acknowledging commitment to the
compliance with relevant requirements.

For existing suppliers, the Group regularly conducts performance evaluation
on their aspects of product quality, on-time delivery, coordination and
technological innovation, etc. Overall speaking, around 50% of existing
suppliers have gone through supplier evaluation in this year.



37 20195R1% . HERERBE

Environmental, Social and Governance Report of 2019

EEF R HER RS R TR REER, £
[RAI_ERER A TR BB IZ E BT, EhamxtRlAR
RBVSER MR B EYMER ARSI ERINER
HEFRRRERMEAER, BOYKRLEER
IRRIER] (30:RoHS, REACH). BB SHRIRIEE
BOME (W0 TR EIER), EEAEEHIRIEE
EEZ AFEMRRREMNUEETIGHEH
5130,

REBRABRTERE, BEEEETRRDER
STEER RIBTEN R REF R, HEEEFIER
FERYEF ERT b 5t 8 ; s B LUBIB B 5E . Ko 8k,
FRGKEFHNE TT;E%EB%EIEE‘W‘%EE%E
B REZ BN L. H HEENRBEYR, 81

R RIRSE, AN EESERER R ETHE
BEEZ, MEEERERERE REBEBEZ, #
ER A SRR EREINEES, RE R
BRI EARBEES, WEZOHER—
BN EEHES, RURBRERIRERES.

SHEAE R ARt UD BIRT) , Mg
TETEENIRETE), AT HENEEHRNTE
PR NE; BB PR RS D R BB IE B AR E RYAT MR 2
K, EEFFEMENGEBSEHEERRE), &
FastmEE BUINIHERETRE AT H
EENEE, EERERRABETAR, EEE
B BIEREREREMUERRS] HEEEEE
BN WERRR2BEE

EHAREEREESERRBEEUNEIAR
BIMREBREER G EREIINVRER BRI,
FtH RS RE, FFEEEGBIR400R
HEER, 99% LA ERVEBR B At (FREIRM), #38h
ERRIRENTE,

Different supplied materials are assigned with different risk ratings,
consequently the depth of supplier evaluation will vary accordingly in
response to the risk ratings; for example, frequency of sample submission
for testing and the required report content of hazardous substances testing
may vary according to different risk ratings, some materials must require to
pass through environmental test (example: RoHS, REACH). For materials
which impose risks of environmental pollution (e.g. chemical, electroplating
types), environmental management audit may even be considered. In this
year, the number of supplier evaluation pertinent to environmental
performance reached a total of 130.

According to the risk assessment criteria, suppliers are categorised into
different risk levels and assessment ratings. In response to the defined risk
level, annual evaluation plan is developed for the supplier. Evaluation could
be proceeded through phone, document and record, or onsite visit, etc.
Where necessary, supplier is subject to re-evaluation after implementation
of corrective actions. For important procured materials, including lead, acid,
separation plate, etc., relevant suppliers are required to proceed social
responsibility assessment before approval. Moreover, the audit
requirements stipulated that supplier could not be eligible if not able to pass
through the audit. In the lead-recycling operation, raw materials are
procured from scrap batteries through personal means. The suppliers being
evaluated are generally those asset providers, which provide equipment and

construction engineering services, etc.

Evaluation results will be recorded in detail (for example illustrated by
scores) and indicate the required follow-up actions requesting the supplier to
take corrective actions within the appropriate timeframe. For those
suppliers who still could not fulfill the specified evaluation requirements by
the defined timeline, the Group will prohibit the entitlement of their names in
“List of Green Qualified Suppliers”, and forbid any procurement from
suppliers who are out of the List. Being approved suppliers, when potential
risk is identified during the evaluation, the Group may even consider to sign
with them the “Social Responsibility Commitment” and “Occupational Health
& Safety Responsibility Commitment” at the time of engaging procurement.

Understood greenhouse gases being the main cause of climate change and
transportation of overseas procurement will lead to additional greenhouse

gas emission, the Group is striving to enhance the local procurement. In this
year the Group has over 400 suppliers, amongst which 99% or above came
from the local region (mainland China). This implementation supported the
mitigation of the impacts from climate change.
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The Group adheres to ISO9001 and IATF16949
standards in the implementation of quality

management system, which assures the quality
compliance with customer requirements during

A TOVEnsiniang

the stages from receipt of raw materials to o e
product delivery. Also it assures the fulfilment of

roduct functionality to the applicable national
P Y PP ISO900 1 B EEEREE IATF16949E BB BB REE
1S09001 IATF16949
Quality Management Quality Management
System Certificate System Certificate

and industry standards. All battery finished
products are approved for delivery only after
they passed all relevant testing and met the
quality standards.

teoh, EEE TR IRIRISO14001IB I S THEE R E In addition, the Group adheres to ISO 14001 environmental management
TR, BRSNS NREEGA0NE system for manufacturing. It assures the amount of cadmium and arsenic in

= the lead-acid battery complies with relevant requirements in the industr
B TRRENENER. B, EEEREE y comp d Y
standards of the lead-acid batteries. Moreover, for environmental

WFTAYE (E2EH) NIRREEMERBREFR
MEEH AR SR, RRAEBREROER (FE Group clearly identifies the risk ratings for both the restricted substances

?) IR E R BN GEEROHS Y and the associated suppliers. This ensures the materials procured for the
HEER, environmental products (in compliance with battery directives) fulfil the EU

management of all materials (including the components) in the products, the

RoHS specified requirements.
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Compliant Product Design

EERRBEET RN EZ BEANERE. @R At the product design stage, applicable international or national standards
& EITFMEAD T, BIRETI RS ER, are considered to the full extent. Together with FMEA analysis, it ensures
the applicable safety requirements are fulfilled.
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Name of Award

FEE TRMBBMITERER BHS:3)

Top 10 Enterprises of Lead-Acid Battery Industry in China Light

Industries (Ranked no. 3)

0195 RHEEMMARFARFETR

For new product development, product reliability test is conducted and only
pass result will trigger the mass production. During the production process,
periodic sampling is conducted to monitor reliability for assuring safe and
reliable products. According to the product safety requirements of the
relevant countries, safety certification (for example, UL, CE, CQC) is applied
to ensure the compliance of product safety to the relevant national
requirements.

Furthermore, the Group is dedicated to exploration of new technology, and
some technologies have registered patents from “National Intellectual
Property Administration, PRC”. During the reporting period, a total of 177
patents has been registered.

Through product design, selection of raw materials, process control, etc.,
hazardous substances are strictly controlled to ensure the products in
compliance with the environmental requirements; for example, RoHS
compliance at the battery's accessible parts, ABS, inks for silk screen
printing, battery labels and external connection cords, etc. Third-party
laboratory is appointed annually to test the environmental attributes of
products for assuring the compliance with the battery's directives.

In 2019, the Group has attained awards from multiple institutions pertinent to
product technologies, this illustrated the recognition by the industry and the
related institutions, and proved the Group's achievement in the good quality
of the delivered products and the associated production technologies.

PEEEL 1
Awarding Authority

PEETEMEE. PEENTRGE

China National Light Industry Council,
China Battery Industry Association

— BT XEHHS N EE AR RER RWENRR

2019 Anhui Focus Research and Development Project Plan
— Electric industrial vehicles new-model power battery industrialization

critical technological development project

(FHEEFEERET RE) RERE019F A mE/ ME—SEnEMRE

“Lowering production defect rate of connecting wires” topic — second

Anhui Science and
Technology Department

ZHEREENHE

Anhui Quality Control Association

class quality achievement award of 2019 provincial quality group

(R R E M 100AhR S BRI T 3R 51) 2R

RE019FERmENE=FmBMRE

“American steel-case battery 100Ah grid structure innovation design”

ZHEREENRE

Anhui Quality Control Association

topic — third class quality achievement award of 2019 provincial quality group
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Fair Promotion of Products
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After-sales Services
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The Group formulates the “Business Ethics Control Procedure” to uphold the
principle of fair competition, and to commits not to engage improper
business competitive behaviours such as fake, confused or false promotion,
and bribery.

The Group ensures both product parameters disclosed on the promotional
materials and product information provided to the customers are based on
the test results of the products. Also the products have achieved the relevant
national certifications to ensure the product parameters are true and reliable.

The Group develops after-sales services specific to the requirements of the
customers; such as on-site servicing for malfunctioned battery; provision of
warranty period to customers for the purchased products; and for batteries
used beyond the warranty period, the Group would collect from customers
the old batteries on a regular basis.

The Group established a dedicated after-sales service team for technical
support which covers product installation, maintenance and replacement.
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The Group formulates comprehensive quality assurance process which
includes standards for incoming quality check on materials, in-process
inspection and testing procedure, and pre-shipment inspection and testing
specifications for finished products. Relevant pre-shipment inspection and
testing specifications for finished products aim to ensure lead-acid batteries
fulfil the national and industry standards or delivery requirements from the
customers. The Group has set up laboratories within production plants to
proceed internal testing for assuring the product compliance with the

relevant delivery requirements.

The Group strictly controls the hazardous substances through design,
selection of raw materials, process control, etc., which ensures the product
compliance with the environmental requirements. Third-party laboratories
are appointed to test the compliance of environmental attributes as defined
in the battery's directive; for example to test raw materials against the RoHS
directive on the restricted amount in lead, mercury, cadmium, hexavalent
chromium, polybrominated biphenyls, polybrominated diphenyl ethers.
Moreover, process control is in place to assure the finished batteries in
compliance with the battery's directive on the requirement of restricted
substances such as lead, mercury, and cadmium.

For demonstrating material compliance with relevant environmental
legislations such as RoHS, the Group conducts environmental compliance
verification on the important raw materials and requires suppliers to regularly
provide reports of hazardous substances testing. For those materials that
contain hazardous substances higher than the RoHS specified limit, relevant
departments will reject the materials, label and segregate them.

In addition, the Group conducts product sampling regularly in accordance
with the national standards and customer requirements. The samples will be
sent to third-party laboratories for testing the product compliance against the
environmental requirements in the battery's directive, as well as for verifying
fulfilment of product functionality to the applicable national and industry
standards.

The Group has also established product recall procedure, for handling of
those products to be recalled owing to product's safety and health reason.
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Handling of Customer Complaints and Feedback
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Protection of Intellectual Property
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The Group formulates “Customer Complaint Control Procedure” to respond
to the customer complaints. Those products related to the complaint will be
handled in accordance with the “Nonconforming Product Control Procedure”.
Corrective actions will be taken to eliminate the cause of the non-compliant
product or service for prevention of recurrence.

The Group also formulates “Customer Satisfaction Control Procedure” to
collect and analyse the feedback and opinions from customers. It proceeds
investigation on customers' satisfaction and identifies opportunities for
improvement in the customer service.

During the reporting period, the Group did not identify any legal non-
compliance or customer complaint pertaining to product responsibility. In
the same period, amongst the products being sold and delivered, there was
no incident of product recall because of product's health and safety reason.

The Group formulates “Customer Property Control Procedure” to properly
maintain the intellectual property and privacy information of the customers.
Intellectual properties include specifications, drawings, products and other
intangible assets of the customers. Document control mechanism is in place
to manage in a systematic way those documents, drawings and other
information of customers, which can only be accessed by authorised
persons. Moreover, prior written consent from the customers is required for
replication and borrowing of their properties.

In addition, management personnel are required to sign the “Code of Ethics
and Agreement for Intellectual Property Rights” at the time of their
recruitment. The Agreement covers the terms and conditions for
confidentiality and competition business, in which employees are required to
commit : in strict compliance with the mechanism for public speech and
information disclosure; prohibition to transfer of business confidential
information to third party; forbidden in neither direct nor indirect use of the
Group's intellectual property for exchange of benefits of the employee
himself/herself or others.
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In the aspect of intellectual property management, the Group was awarded
and certificated by government and relevant institutions, for example,
Zhaoging factory was certificated on GB/T 29490-2013 Intellectual Property
Management System, and Anhui factory #1 (Anhui Uplus Energy Technology
Co., Ltd.) was awarded “National Intellectual Property Leading
Demonstration Enterprise” from “National Intellectual Property
Administration, PRC”, these illustrated the strict control on intellectual
property aspect by the Group.

The Group formulates the “Business Ethics Control Procedure” which
requires both employees and suppliers to sign the agreement for integrity. In
addition, the “Anti-Corruption Procedure” is also formulated to cover lawful
business, avoidance of conflict of interests, and fair competition, etc.

The Group requests all employees to abide by the business ethics,

employees must not ask for or receive any improper compensation.

Management personnel are required to sign the “Code of Ethics and
Agreement for Intellectual Property” at the time of their recruitment. The
Agreement covers the criteria for business ethics: commitment not to agree
with or request from the Group's business partner on bribes in any form or
other improper benefits, which include but not limited to rebates,
commissions, improper gifts or hospitality; avoidance of conflicts of interest
at work; lawful business; protection and appropriate use of the company's
assets; fair competition, etc.
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Anti-corruption Procurement
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For maintaining effective implementation of the abovementioned procedures
and practices, the Group continued to provide employee trainings in this
year. The themes varied according to the specific situation of various
manufacturing regions, the trainings included the topics related to anti-
corruption, e.g. business ethics, anti-bribery, prevention of job-related crime,
corporate governance. In 2019, as consolidated from the operating regions
covered by this report, there was a total of 13,677 participants in the related
trainings, and the organized training classes amounted to 638 hours. For
those related to directors amongst the aforesaid trainings, there was a total
of 159 participants and the related training activities amounted to 15 hours.

The Group sets out the integrity terms & conditions in the procurement
contract, which include seller shall not lower the product quality, falsify the
volume or give bribes to buyer in the form of hospitality, gifts, rebates,
commissions, securities, entertainment, or other corruption for the benefits
of product promotion, increase of trading volume and selling prices.

According to the contract amount and categories in the procurement
contract, the review and approval of contract is conducted by different levels
of the management personnel to strengthen the supervision of the

procurement process.

For open tendering, information must be made public and such disclosed
information shall be accurate and true. This ensures the tendering process
is conducted in a fair, open and equitable manner.
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Whistle-blowing Procedure
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The Group formulates the “Employee Complaint Control Procedure” and
employees are allowed to complain or report in a confidential manner to the
Group's senior management through the General Manager's letterbox,
telephone, and face-to-face communication, etc. The Group protects the
personal privacy and the related rights of the whistleblower. During the
reporting period, a total of 9 incidents was reported amongst all operating
regions covered by this report. All these incidents have been completed the
investigation in 2019 and no legal non-compliance was identified.

For protection of the legitimate rights of employees, enterprise interests and
timely identification and handling of potential issues, the Group supervises
the enforcement of company regulations and the behaviours of the
executives in the processes. Therefore, the scope of whistle-blowing may
include corruption, bribery, misconduct, illegality, fraud, extortion and other

breaches of integrity.
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Financial Account Management
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Every year the Group invites third-party auditors to conduct independent
audits of financial accounts. This maintains accurate financial accounts for

protection of the interests of shareholders.

During the reporting period, there was one job-related case under the
process of investigation, however in 2019 the Group did not identify any
concluded legal cases regarding corrupt practices brought against the Group
or its employees.
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Community Investment
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The Group has integrated corporate social responsibility into the business
philosophy. For many years, through the “Leoch International Caring
Foundation”, being the charity donation platform owned by the Group, which
has connected social organisations and stakeholders in various areas for
promoting charities in the community. The goal of the foundation aims to
support and care the needy people, including those families suffered from
disasters, serious disease, difficulty in child's schooling. Whenever
necessary, volunteering team will be established to support the relevant

community activities.

Over the past years, the Group is dedicated to supporting community
stakeholders to host various activities, which covered poverty alleviation,
education sponsorship, caring visit, and enhancement in environmental
awareness. In this year, the Group continued to uphold this social
responsibility through donation of cash and materials, supporting the related
activities hosted by “Zhaoqging High-tech Zone Federation of Unions”, and
also partnering with the community organizations with cash donation and

volunteering support, for example in the nursing home visit of “Jinhu Forum”
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