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About this Report
Glossary of the Report

This is the second Environmental, Social and Governance (“‘ESG”) Report (“the
Report”) issued by Yunnan Energy New Material Co., Ltd. (for better presentation
and readability, “Energy Technology” or “the Company”; “we”, “Group”, and “the
Group” for the Company together with its subsidiaries), presenting the management
practice and performance in the aspects of environment, social and governance in
2021.

Reporting Period

The Report is an annual report for the period from 1 January to 31 December 2021
(the “reporting period”). To enhance the readability of the Report, some contents or
data relate to previous or subsequent years.

Organisational Structure

The organisational structure that is relevant to this report includes entities within
Yunnan Energy New Material Co., Ltd. that either control or significantly influence the
applicable finance and business policies and measures.

Data of the Report

Data and cases presented herein were extracted from the internal documents,
reports and other documentation that keeps track of the progress in satisfying
performance obligations of the Group and its subsidiaries.

Assurance for Reliability of the Report
Group guarantees that the Report is free of false or misleading statements.
Key Reporting Metrics Used, Including:

» The Global Reporting Initiative’s (“GRI”) Sustainability Reporting Standards
(“GRI Standards”)

= The Corporate Social Responsibility Reporting Guidelines released by the
Chinese Academy of Social Sciences (“CASS-CSR 4.07)

= the Rules Governing the Listing of Stocks on the Shenzhen Stock Exchange
(Revised in 2022)

= the No. 1 Self-regulatory Guidelines of the Shenzhen Stock Exchange for
Listed Companies — Standardized Operation of Listed Companies

» The United Nations Sustainable Development Goals (“SDGs")

= “Measuring Stakeholder Capitalism: Towards Common Metrics and
Consistent Reporting of Sustainable Value Creation” White Paper * -
Stakeholder Capitalism Metrics from World Economic Forum International
Business Council

Publication Cycle
This Report is published on a yearly basis.

Access to and Feedback on the Report

! Measuring Stakeholder Capitalism: Towards Common Metrics and Consistent Reporting of
Sustainable Value Creation World Economic Forum September 2020.
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This Report is available on Yunnan Energy New Material Co., Ltd.'s website
(http://www.cxxcl.cn), the Shenzhen Stock Exchange’s website (http://www.szse.cn)
and CNINFO’s website (www.cninfo.com.cn). Where the English content conflicts
with the Chinese content, the Chinese one shall prevail. Please share via email
(groupheadquarter@cxxcl.cn) your thoughts and suggestion on our ESG Report or
our environment and social responsibility performance.
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Message from the Chairman and General manager
Chairman’s Message

In 2020, the COVID-19 pandemic spread around the world, posing a threat to the
development of the global economy. In 2021, we ushered in the first year of the 14th
Five-Year Plan (14th FYP) period and a new starting point for China’s development
against the backdrop of the post-pandemic era. During the year, we worked together
to fight against the pandemic, seized opportunities, made various breakthroughs and
achievements, promoted high-quality and responsible development, and pushed
forward the post-pandemic recovery.

In 2021, we made a concerted effort to accelerate development of the Group. We
undertook various measures to prevent and control the pandemic; and at the same
time, we carried out our production and operating activities in an orderly and steady
manner, thereby achieving “win-win” results and significant growth in revenue and
profitability. To meet European customers’ demand for a stable and timely supply of
wet-process lithium ion battery separator film products, we continued to pursue our
“go global” strategy and expanded in overseas markets. In 2021, the Group recorded
total revenue of RMB 7.982 billion, representing growth of 86.37% year on year
(YoY); and total profits over RMB 3.219 billion, representing growth of 145.16%.

In 2021, we strived to work together for the benefit of all parties. We consider our
employees, customers, and suppliers to be our key stakeholders. Under the Group’s
people-centred approach, employees work alongside our like-minded business
partners in order to deliver a positive impact on our stakeholders. We are committed
to providing high-quality products and services that meet customers’ needs, and we
ensure that their needs are transmitted across our entire value chain so that our
brand value is closely integrated with customer value. In respect of suppliers, we
adopt centralised procurement practices to build a transparent, equal and healthy
supply chain. Meanwhile, for the benefit of our employees, we insist on carrying out
measures in four major areas: protecting their rights and interests, communication
and care, training and development, and health and safety. We adhere to a
diversified talent strategy and respect the development needs of each employee. To
these ends, we provide systematic and forward-looking training programmes and a
range of opportunities for development so that employees have the chance to grow
alongside the Group.

We have taken various measures related to energy conservation and emissions
reduction in order to set the Group on the path toward lower-carbon operations. In
recent years, the impact of climate change has subjected the world to unprecedented
challenges; and as a result, governments around the world are making commitments
to cope with climate change. For its part, China has made a commitment to reaching
peak carbon emissions by 2030 and carbon neutrality by 2060 (the “dual carbon
goal”). To fully support the national “dual carbon” goal, we have taken the initiative to
explore and promote good practices related to lower-carbon operations; and in
particular, we are leveraging our advantages in lithium ion battery separator film
products and related services to promote the transition toward new energy vehicles.
In this way, we are doing our part to harness the power of technological innovation to
solve the imminent challenges facing society.
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In the midst of global climate issues, we thoroughly understand the importance of
promoting sustainable development while also ensuring robust business
development. In 2021, we reviewed our approach to environmental, social and
corporate governance (ESG) issues, and we conducted research and communicated
with various stakeholders to gain a better understanding of stakeholders’
expectations in respect of our ESG tasks. As a result, we now have a clearer
direction for the development and targeted implementation of ESG-related tasks, and
we are in a better position to realise our sustainable development strategy.

Thanks to the hard work and perseverance of our people, the Group has achieved
rapid growth and moved from being a follower to a leader in the field of lithium ion
battery separator film products. At the same time, we have been proud to witness
and play a role in China’s historical progress from “Made in China” to “Created in
China” status. At present, we are standing at the forefront of an array of changes,
and more opportunities and challenges are waiting for us ahead. As we face them,
we will strive to live up to our full potential and never stop moving forward.

Paul Xiaoming Lee

Chairman of the Board

11 April 2022
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General Manager’'s Message

With its responsibilities and commitments firmly in mind, in 2021, Energy Technology
took great effort to put into practice lower-carbon, sustainable development strategies.
We integrated sustainable development concepts into daily production and
operational processes and established a scientific system for promoting sustainable
development. Energy Technology is committed to creating value for its stakeholders,
including its shareholders, customers, employees, communities, and the environment,
and creating synergy between the Group and various stakeholders. Under the
guidance of our core values of integrity, perseverance, diligence, and the pursuit of
excellence, we have gone to great lengths to devise a realistic development blueprint
that will enable us to make progress in areas such as energy conservation,
emissions reduction, technological innovation, safe development, quality services
and employee empowerment.

In 2021, the Group complied with the requirements in the regions where we operate.
We continued to implement pandemic prevention measures as part of normal
operations, coordinate pandemic prevention and control with economic development,
and safeguard employees’ health and safety by taking stronger and more effective
measures such as pandemic prevention drills.

When managing human resources, we always bear in mind that people are the
driving force for the Group’s growth. At Energy Technology, we welcome outstanding
talents that are able to add new momentum to the Group’s development. We
safeguard employees’ well-being and continuously improve the incentive and
performance system. In addition, we encourage employees to participate in our
empowerment training system, which is based on cooperation between “Enjie
University” and external institutes, so that they can grow their skills and capabilities.
In 2021, our human resources (HR) information management system went live,
helping to optimise HR management processes and increase HR management
efficiency.

Against a changing global landscape, we remain committed to integrity as we work
closely with our stakeholders, including customers, suppliers and external partners,
to make mutually beneficial progress alongside upstream and downstream industries.
We strive to provide high-quality products and promote industry development and
reform, and on that basis, we provide green and innovative products and solutions.
We consider the supply chain to be a key component of the operational process, and
we are committed to promoting ESG concepts and achieving ESG targets during the
dynamic process of supply chain management, with the ultimate goal of creating a
sustainable supply chain.

We believe that “lucid waters and lush mountains are invaluable assets,” and we are
steadily working to internalise the concept of green development. Aware of the
impact our businesses have on the environment, we strive to embed lower-carbon
practices throughout the entire lifecycle of our operations and products. In response
to the call for carbon peaking and carbon neutrality, we have accelerated the
Company’s carbon emissions reduction efforts and launched a system for measuring
greenhouse gas (GHG) emissions. In these ways and more, we are playing our part
in the effort to achieve China’s dual carbon goal, as well as the global effort to tackle
climate change.
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We firmly believe that there is no end to the journey of sustainable development; and
as a responsible corporate citizen, our responsibilities are not limited to meeting
economic goals and ensuring production compliance. Going forward, we will make
greater progress in ESG-related tasks, embrace challenges and pursue innovation
with a spirit of courage and bravery. Together with our stakeholders, we will
champion the sustainable and high-quality development of the economy, society and
environment.

Li Xiaohua
General Manager

11 April 2022
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|. About the Group

1.1 Group Overview

Yunnan Energy New Material Co., Ltd., the world's leading manufacturer of lithium
battery diaphragm, was established on 5 April 2006, with its headquarters located at
No.125 Fuxian Road, High-tech zone, Yuxi City, Yunnan Province. We also have a
wide range of products in the tobacco label, BOPP film?, aseptic packaging and
speciality paper industries. Energy Technology was listed on the Shenzhen Stock
Exchange on September 14, 2016 (Stock Code: 002812, Stock Short Name:
ENERGY TECHNOLOGY). As of the reporting period end, the Group had five
second-tier subsidiaries. Among them, Yunnan Hongta Plastic Co., Ltd. (hereinafter
referred to as “Hongta Plastic”), Yunnan Dexin Paper Co., Ltd. (hereinafter referred
to as “Dexin Paper”) and Ningbo Energy New Material Co., Ltd. were wholly-owned.
The other two, namely Shanghai Energy New Material Technology Co., Ltd.
(hereinafter referred to as “Shanghai Energy”) and Yunnan Hongchuang Packaging
Co., Ltd. (hereinafter referred to as “Hongchuang Packaging”) were holding
subsidiaries. According to the “Guidelines on Industry Classification of Listed
Companies (Revised in 2012)", the Group’s industry classification is “C
Manufacturing” - “C29: Rubber and Plastic Products”.

The Group’s operations are mostly in China Mainland, with production facilities in
Shanghai, Yunnan, Sichuan, Chongqging, Jiangsu, Jiangxi and Guangdong. In
addition, to further go global and enhance our impact world-wide by expanding the
overseas market for our wet-process lithium ion battery separator film product and
functional coating film product, we launched our overseas factory project in Hungary,
Europe. The total investment of the project is expected to be about 340 million euros.
It is planned to build 4 fully automatic imported film production lines and more than
30 coating production lines, with an annual production capacity of base film of about
400 million square meters. As of the first quarter of 2022, the construction of the
foundation part of our factory in Hungary has been completed, and the project is
expected to start mass production by the end of the first quarter of 2023.

Project Planning Diagram of Hungarian Factory

2 BOPP film: bidirectional stretch polypropylene film.
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Economic KPIs As of the End of Reporting Period

Total assets (10,000 RMB) 2,612,218.48

Total operating income (10,000

RMB) 798,242.68

Operating income growth rate | 86.37%

Total profit (10,000 RMB) 321,957.49

Total profit growth rate 145.16%

Weighted-average return on

net assets attributable to 21.85%

common shareholders

Taxation payment °

(10,000RMB) 62,522.18
i

Group Organization Chart

1.2 Vision, Mission and Core Values

Our mission is to pursue excellence and become a national brand with global
recognition. We are committed to using technological innovation and a refined
management approach to provide our customers with high-quality products and
services. By following this path, we aim to become a global leader in the new
materials market.

Our core values are integrity, perseverance and diligence, and the pursuit of
excellence.

Our vision is to become a “world-class R&D centre and manufacturer in the new
polymer materials sector and the most competitive packaging enterprise in China”
based on our “world-class talents” and “world-class products and services.”

¥ Various taxes: This equals the total of corporate income tax, value-added tax, and other taxes.
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1.3 Main Products

Energy Technology has formed two business systems of "new energy" and
"packaging"”. By the end of the reporting period, the main products can be divided
into the following three categories:

» Film products, which include lithium ion battery separator film (base film and
coating film) and BOPP film (smoke film and ordinary flat film) products as
follows:

» Wet-process lithium battery diaphragm, which is mainly produced by
Shanghai Energy and its subsidiaries and mainly used in the field of
new energy automobile lithium battery manufacturing, 3C products
and energy storage. The main clients are large domestic and foreign
lithium battery manufacturers. Overseas clients including LG Energy
Solution, Ltd of Korea, Samsung SDI and Panasonic. Major domestic
customers include Ningde New Energy Technology Co., Ltd.,
Universal A 123 System Co., Ltd., China Aviation Lithium Battery
Technology Co., Ltd.,, SVOLT Energy Technology Company Ltd.,
Hefei Guoxuan High-Tech Power Energy Co., Ltd., BYD Company
Ltd., Funeng (Ganzhou) Co., Ltd., Tianjin Lishen Battery Co., Ltd. and
other new energy industry leading companies.

» BOPP film, a biaxially oriented polypropylene film which has good
heat-seal, shrinkage, optical and barrier performances and a high-
grade fitting effect. When processed by a special technology, BOPP
film can have thinning, ultra-low haze, anti-fog, antibacterial, anti-
counterfeiting and other special functions. BOPP film is produced by
Hongta Plastic and its subsidiaries Chengdu Hongta Plastic. Smoke
film is widely used in the cigarette industry, whereas ordinary flat film
is widely used in printing, food, cosmetics and other industries.

Lithium lon Battery Separator Smoke Film Ordinary Flat Film
Film
» Packaging and printing products, which include cigarette label and aseptic
packaging products as follows:

» Tobacco label products used for cigarettes packaging, and major
customers include China Tobacco (Yunnan), China Tobacco
(Chongging), China Tobacco (Sichuan) and China Tobacco (Hunan).
Our tobacco label products are widely used in Yuxi, Hongta Mountain,
Yunyan, Honghe, Xueyu, Longfengchengxiang and other well-known
domestic cigarette brands;

» Aseptic packaging products or “Hongchuang Packages”, which are
produced by Hongchuang Packaging for the packaging of milk and
beverage. Major customers include Inner Mongolia Yili Industrial
Group Co., Ltd., Inner Mongolia Mengniu Dairy (Group) Co., Ltd.,
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Beijing Sanyuan Foods Co., Ltd., Royal Group South China Dairy Co.,
Ltd., Guizhou Haoyiduo Dairy Co., Ltd., Shenzhen Dongpeng Jiexun
Supply Chain Management Co., Ltd., Dali Foods Group Co., Ltd.,
Heilongjiang Wandashan Sunshine Dairy Co., Ltd., Yunnan Ouya
Dairy Products Co., Ltd., Yunnan Huangshi Lesson Dairy Co., Ltd.,
Bright Dairy & Food Co., Ltd. , Nanjing Weigang Dairy Co., Ltd., Hebei
Muyuan Food Sales Co., Ltd., Shenzhen Chenguang Dairy Co., Ltd.,
Zhuhai vvbigshot Dairy Co., Ltd., New Hope Dairy Co., Ltd. and other
well-known enterprises.

Tobacco Labels
RIEEZLTEVLEEN (FIFE)

Aseptic Packaging Boxes
» Paper products which are produced by Dexin Paper mainly include speciality
paper products (e.g. laser transfer anti-counterfeiting paper, direct plating
paper and coated paper products), holographic anti-counterfeiting anodized
aluminum, transfer film and other products.

» Laser transfer anti-counterfeiting paper, a laser transfer paper product
which uses special or customised laser patterns. Laser transfer anti-
counterfeiting paper is a metallised paper product with a metal texture
and laser anti-counterfeiting effect, and it is made by copying the
rainbow laser and anti-counterfeiting effect on the coating layer and
then plating, laminating and peeling. The product is widely used in
cigarette labels, cosmetic boxes, toothpaste boxes, pill boxes, etc.;

» Aluminised paper, an aluminum plated paper product made by the
direct plating method. It is a speciality paper product manufactured by
aluminising directly on the coated surface of paper in vacuum, and is
mainly used as inner liners for cigarette labels and as packaging
papers for chocolates, chewing gums and other foods; and

» Coated paper, a speciality paper product with a special effect and
function and suitable for printing. It is made by either applying a
specific coating directly on the paper or adding a coating via PET film
coating and paper-film composite peeling. Coated paper products are
mainly used in tobacco, food, medicine, and cosmetics industries.
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Laser Transfer Anti- Aluminised Paper Coated Paper
Counterfeiting Paper
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Shenzhen Stock Exchange Listing Rules and other relevant provisions as well as
regulations of the Company including the Articles of Association. The department of
business affairs in debentures are response for works on disclosures the information,
obedience to the idea of insisting reality, accurate, complete, duly, compliance,
disclosures the business’s announcements and journals. In 2021, according to the
requirements of the Law of A stocks disclosures, the Group finished the periodic
reports and temporary reports, especially the big and urgent events that shareholders
and investors care about, make sure that the investors could duly, fairly, equally,
accurately, fully understand the conditions that the Company faced. In the reporting
period, the Company issued 294 temporary announcements and prepared and
disclosed 4 periodic reports.

In order to satisfy the promptness of information disclosures, the Group set staff who
specialize in the communication and reports to the Group’s Bond Department on
material information within all subsidiary corporations, making an internal platform for
communicating the information disclosures. In addition, the Group irregularly carry
out relevant training for the staff in Bond Department and responsible for information
disclosure in subsidiaries, to improve the information management and disclosure
capabilities and ensure the accuracy, timeliness and compliance of information
disclosure, protect the legitimate rights of investors.

2.1.3 Investor Relations

In 2021, the Group will continue to concentrate and commit to improving investor
relations management. We strictly follow by the Company Law of the People's
Republic of China, Securities Law of the People’'s Republic of China, Guiding
Opinions on Establishing Independent Director System for Listed Companies and
other related laws and regulations as well as internal document such as the Articles
of Association. In the management of investor relations, we also follow the" full
disclosure information, compliance to disclose information, investors equal
opportunity, honest and trustworthy, efficient, low consumption and interactive
communication " and such basic principles. Starting from the interests of small and
medium-sized investors, in daily work and the implementation of major projects, we
take effective and convenient measurements, strengthen the comprehensive
communication between shareholders and investors, avoid selective disclosure,
ensure the equality between middle and small-scale stakeholders and the rights to
equality received the information.
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Group also established an ESG working team, which is led by high-ranking
managerial personnel and includes intermediate level managers. The working team
consists of core representatives from all regular management divisions of the Group
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Employment
and
employee
benefits

Training and
development

Occupational
health and A A A
safety

Achieving
prosperity

Product
responsibility

Sustainable
supply chain

Public
welfare and
community
nvolvement

“ A" means "Responsible for it" or "Heavily involved" “e” means “Responsible for a particular part of it”
* " means “Participate in or support”.

2.2.2 Communication with Stakeholders

The Group’s ESG stakeholders mainly include the employees, suppliers, customers,
shareholders, investors, government, and the communities where the Group
operates. The Group believes that listening to and understanding the opinions of
stakeholders will provide a solid foundation for the long-term development of the
Group. In this regard, the Group actively explores various channels to maintain good
communication with stakeholders, to enhance the stakeholders’ understanding of the
development and operational policies, and to provide more opportunities for them to
put forward suggestions so that the Group can provide them with timely and effective
feedback regarding their concerns. In this way, the Group ensures that it is
cooperating and working alongside stakeholders to achieve mutual benefits.

Stakeholders | Expectations and Communication and feedback
needs
Government =Compliance with

disciplines and laws
=*Employment provision
=Payment of taxes
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telephone, CNINFO and email
eInformation disclosure in a timely
manner, strengthening investor
relationship and treating small and
medium shareholders equally

Customers

=Performance of
contracts in good faith

=Quality assurance

*Premium services

eGuaranteeing stability of product
Guaranteeing stability and quality
of product supply

¢ Strengthening the management of
product quality, and optimizing
product structure

eCarrying out satisfaction survey
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Creditors =High solvency eDue repayments
*Due repayment of eBetter communication and liaison
debts and interest e\Win-win cooperation
»Mutual trust and
cooperation
Industry = Fair competition eRefraining from vicious competition
= Facilitating industry eExchange of experience
progress eTechnological innovation
=Promoting the
development of
industrial chain

2.2.3 Materiality Assessment for ESG Topics

We attach importance to the identification and management of ESG issues. By
comprehensively sorting out the key points of the Group's sustainable development
work and feedback from various stakeholders, benchmarking with industry hotspots
and leading practices, referring to relevant assessment elements such as ESG
ratings in the capital market, and combining with relevant guidelines and targets for
sustainable development disclosure at home and abroad, the scope of topics is
delineated in order to identify important ESG issues so as to effectively improve the
company's sustainable development management and disclose them in a focused
manner in the report.

In 2021, we invited internal stakeholders, including members of management and
employees of each department, to rate the ESG issues in the issue database through
a questionnaire survey, and evaluated the materiality of each ESG issue in terms of
"Importance to Management" and "Importance to Stakeholders". The materiality of
each ESG issue was ranked according to its rating, and the materiality matrix of this
report was derived. The matrix presents the materiality of issues into three tiers: very
important, important, and relevant.

In 2021, the Group paid more attention to corporate governance, ESG governance,
environmental policy and management system, employee rights and interests,
responsible products, supply chain management, customer relationship management,
intellectual property protection as well as scientific and technological innovation.
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Very important

01 Governance 02 ESG Governance U3 Risk and Crisis

Management
04 Policy 05 Environmental 45 5 poce of
Policy and ;
Impact Raw Materials
Management System
17 Impact on

16 Operational
Eco-efficiency

19 Response to

Environment and Climate Change

Natural Resources
| 22 plovee 23 Oggupatiopal 25 Suoplv Chain
e D e —r| IV =t P & <3 a1

Materiality Assessment Matrix of Energy Technology’'s 2021 ESG Report

Going forward, we will continue to pay attention to various stakeholders, constantly
review and update important ESG issues, and introduce the participation of external
stakeholders when conditions are mature, so as to more accurately and fully
understand the demands of multiple parties and provide guidance and direction for
the development of corporate operations, and ESG related work.

2.2.4 Response to Sustainable Development Goals (SDGs)

We are actively responding to the United Nations Sustainable Development Goals
(SDGs) by comprehensively reviewing and examining the linkages between the
various segments of our operations and the 17 goals. We focus on the six core areas
of governance, environment, employees, products and customers, supply chain
management, and community benefit, and carry out actions in 14 goals, including
industry, innovation and infrastructure, inequality reduction, responsible consumption
and production, and climate action, to help achieve the global goals together with
various stakeholders.

SDGs Our Actions in 2021

Governance Aspects

» We prohibit child labor and forced labor, respect
differences, encourage diversity, and do not
discriminate against employees based on gender, age,
g region, religion, etc., or make it a barrier to their
development in the Group. As of the end of the
reporting period, we employed a total of 57 disabled
employees; and 28.6% of our management* were
women.

4 . . . . .
Management is defined as directors, supervisors and senior management.
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> We are committed to sustainable econo.86t6s
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» We focus on employee care and are committed to
protecting the health and safety of our employees and
providing them with a comprehensive compensation
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sign after completing the Employee Manual training to ensure that they have
personally accepted and are fully aware of our code of conduct.

Anti-fraud principles of the Group:

= Anti-fraud work should adhere to the principle of both prevention and
punishment, with emphasis on the former one;

= To guide the behavior of employees with the system to achieve prior
control and reduce the occurrence of fraud; and

= Reward the reporting behavior that successfully recovers the loss, and
resolutely and severely punish the fraudulent behavior that damages
the Company and others' interests.

We work to uphold a culture of integrity throughout the Group and conduct anti-
corruption training and examinations in all subsidiaries, including anti-corruption-
related system training led by both the Department of Legal Affairs and the
departmental team level, covering anti-fraud and reporting systems, management
system control methods, whistleblowing management methods, business practices,
audit charters and many other contents. We take a zero-tolerance approach to
corruption in all business processes. A special investigation team would be set up for
possible related incidents and issue a Special Investigation Report, stating the time,
personnel, content, nature, means, causes, losses caused, inspection conclusions,
recommended remedial measures, and analysis of management loopholes. At the
same time, the special investigation team is responsible for reporting the Special
Investigation Report to the chairman and vice chairman, and filing the relevant
documents for inspection and further assessment of the effectiveness and
applicability of the business control processes and their subsequent improvement.

In 2021, all Group employees, including directors, completed anti-corruption training
with a total of 23,816 hours.

For more efficient and targeted management, after walking through all our production
and business processes, we have identified specific functions or roles that are most
likely to commit corruption, and required middle-level and senior management, and
staff of the Procurement Department and the Marketing Department to sign an
Declaration of Integrity and Commitment with the unit that hires them. In addition, we
have established a fair, transparent, honest and trustworthy relationship with our
customers (such as diaphragm business clients, overseas clients, etc.) by signing
integrity agreements. We have also prepared an “Agreement of Supplier integrity and
honesty commitment” template at the member entity level. Each member entity,
before entering a formal purchase contract with any supplier (of main materials or
auxiliary materials) shall sign an agreement to clarify business ethics and principles
and to resist business misconduct. These agreements stipulate that suppliers who
violate the relevant terms will be disqualified as suppliers, and the economic contract
signed by both parties will be terminated. If suppliers find any violation, they can also
lodge a complaint through the reporting method in the agreement to establish a fair,
transparent, honest and trustworthy partnership.

Based on publicly available cases and the circumstances specific to the Group, we
have identified the area where instances of corruption occur frequently, that is, the
sourcing and procurement process (including procurement of raw materials,
materials & equipment for engineering projects, and office supplies). To ensure a
transparent sourcing process, we have defined the separation of duties of pricing,
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purchase decision-making and settlement within the sourcing function by business
unit. The procurement department of each business unit reviews prices offered by
suppliers, then the procurement department of each subsidiary within the business
unit makes the purchase decision, and an administration role in the procurement
department of each business unit initiates a payment request. This is to avoid the
concentration of power, a hotbed of corruption.

In terms of whistleblowing processing, the Group has formulated the Whistleblowing
Management Measures and established a whistleblowing processing structure with
the Legal Department, the Human Resource Centre and decision-making level as the
core. Upon receipt of a complaint or report, the Legal Department of the Group will
initiate an internal investigation, sort out the facts, make recommendations for
handling and improving the internal control system for decision-making by the Board
of Directors