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ABOUT THE REPORT
BARAHE

GROUP OVERVIEW

Elec & Eltek International Limited (“Elec & Eltek”, the “Group”, or “We”) is
listed on the Main Board of the Stock Exchange of Hong Kong Limited (the
“Hong Kong Stock Exchange”, Stock code: 1151) and the Singapore Stock
Exchange Limited (Stock code: E16.Sl). We are committed to integrating
sustainable development into our strategic planning and day-to-day operation
through transparent measures, with a view to delivering long-term value to
stakeholders of the Group.

SCOPE OF REPORT

This Report covers the environmental, social and governance (“ESG”)
initiatives and performance issues related to our businesses for the period
commencing on 1 January and ending on 31 December 2018 (the “reporting
period” or the “FY2018”).

This Report has been prepared in accordance with the Environmental, Social
and Governance Report Guidelines contained in Appendix 27 to the Main
Board Listing Rules of the Hong Kong Stock Exchange.

RESPONSE TO THIS REPORT

Elec & Eltek highly values the views of all stakeholders on the measures taken
by the Group for, and our performance in relation to, sustainability. Should
you have any questions or suggestions on this Report, please contact us
by e-mail to ir@eleceltek.com or fax at (852) 2954 2935. Please browse
the Group’s website (www.eleceltek.com) for further information on the
sustainability plan of the Group.

For details of the financial performance of the Group and any inquiries, please
carefully read the Annual Report 2018 of Elec & Eltek.

CSR VISION

We regard corporate social responsibility (CSR) as a part of our business
philosophy and take into account the sustainable development of the
community and the environment while emphasizing corporate development.
Our CSR vision is “to build us into a top performer that helps establish a
harmonious society and promote well-balanced and sustainable development
of the economy, community and environment.”
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ABOUT THE REPORT
BARAHE

MISSIONS AND OBJECTIVES

We attach great importance to our responsibility to society, while taking
into account business development and its impact on the environment
and society. Our core values are protecting the environment, caring for
communities and employees, putting people first, being fair-minded, and
following laws and regulations.

The following are our missions and objectives in terms of environment,

o & B 1R
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REBREREREMEGOTE  WARER
5 oBEMR UASET BEERET  QFH
TEBTERSEMNZMER -

NTREMERE R - EERREETHEE

community, employment, and operations: SH(Ea B
° Reduce emissions
o RAHEK
° Manage energy effectively
Environment o  BHEERER
IBiE ° Save water
o ETHVAIK
° Recover and recycle wastes
o EEYBIWERBERHBR
ﬁ ° Enhance a caring, eco-friendly atmosphere in community
an o  RBAMETEENRRMOAE
° Produce products that contribute to community
Community o AEHHEEHEBNES
HE ° Promote community development

s  (REMHEER
° Offer job opportunities
o IRMpiEME

° Improve employee benefits and strengthen employee

training and personal development
o RABIREM - MREITHEIMEAZEE

Employment ° Promote work-life balance
] e REI(EHEAFETE

° Ensure employee occupational health and safety

s REBERERZZ

° Comply with laws and regulations

o EIEER

° Prevent bribery and corruption

Operations o LB RESHTEEITA
IR ° Manage supply chains effectively

s AumftrEsRER
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ABOUT THE REPORT
BRAHE

CSR GOVERNANCE STRUCTURE

Our CSR structure consists of three major components, namely, the Board,
a CSR working group, and an executive department. The CSR governance

structure is shown in the table below:

The Board
BEE

CSR Working
Group
TEHESER

THEE

Executive
Department

H1THRFT

The Board of Elec & Eltek assumes overall responsibility for the management
of the environment, society and governance as well as disclosures in the
Report. In addition to the aforesaid ESG governance structure, the Group
has also established risk management and internal control systems to
identify, assess, and manage risks related to the environment, society and

TERHSEENERRE

B EEL S EERED RBMEE ZAM B
DoRRRESRE  CEMHEREETHEIER
HITEOP] - DEHSEEENERRBAURL TR

The Board shall oversee ESG matters as a whole and assumes
overall responsibility for the data disclosed in this Report
EFESUESCHEBIEREEE - WHILMEMIE 2 ERAERE
BE

It can authorise the CSR working group to perform all routine work
related to CSR matters
RECEMEEETHENMNABERTHE LR LS EEHEMEEN
HEIE

The CSR working group consists of the Group’s management. Its
powers and responsibilities include coordinating and promoting
policies related to ESG:

rEATEETIEVERSEEREANX - TR/ MANEE B1FH
AR HEBESGERIEUR

Conducting a materiality assessment

EITEZ MR

Collecting CSR-related information and data on a daily basis
EERERECEESEEERNARRER

Promoting and monitoring the implementation of policies
related to ESG

HEED |2 B RESGHBEUR 1) E

Reporting significant ESG matters to the management and the
Board

v RERENRERSHEEAESGER

The executive department is responsible for promoting and
implementing ESG policies on a daily basis
ITEPT B B HETT N B i H BESGHERIR

AN N N NS

NS

KM EEEGHRE HERERANEER
HREANWEEERAEERE(E - BRIA LR
KRHESGE ARBIN  KRETDEERERE
RN EREEIE R ATAR R - AR R E IR ERE
HEREREENRR EFECRIERZ

governance. The Board has set up an Audit Committee with specific written B WEEE:IPHAEHEGRR HIE

terms of reference, setting out the duties, responsibilities, and powers
delegated by the Board. The Audit Committee assists the Board to fulfil its
oversight role over the Group’s risk management and internal control function
by reviewing and evaluating the effectiveness of the overall risk management
and internal control system and reporting to the Board at least annually. For
details of risk management and internal control systems, please refer to the
section headed “Corporate Governance Report” in the Annual Report 2018 of
Elec & Eltek.
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STAKEHOLDER ENGAGEMENT
Mz EEE NS R

Elec & Eltek has always maintained close contact with stakeholders and
always involve them through various channels in material matters and prior
to the launch of significant measures. Close ties with stakeholders allow us
to better understand their views, opinions, and expectations, enabling us
to more comprehensively assess potential impacts on decision making and
material matters.

In connection with this Environmental, Social and Governance Report, our
major stakeholders have participated in the materiality assessment of various
sustainability matters and identified our operating activities having a material
impact on the environment and society. During this process, stakeholders
were invited to rate the importance and relevance of various ESG matters in
the form of questionnaire responses.

Types of our main stakeholders and their contact methods are as follows:

Stakeholder type

H %548 B8 & 38 5 BBHIX

Shareholders and investors

BRRREREE

R 223 — B SN Z AR B A (R 1 2 DA i B
2 EBERE L RETERERN 988
BEEREENDAEE2EE D - Bz
B8 1) BB B AP 1S DA S N AR A P O R
BoBARME  ERMAEETARKERS
B LIREE REEMIEEETE -

AR R REARS B E BRI E
ASE - HERSEERAEE(TE BT
i - BRRMUBHAL QA EAY BOEE
B o EIBRS - RIS ARME RBEUR S
B R $ & BESGHE M E B AR
17385 -

B EZFEAEE R R EBETAMT

Contact method

Press release and announcements

MERMAE

Quarterly unaudited financial results announcements
TEAREEGMBEERE

Annual and interim reports, announcements and circulars

o FWMEPHME - AEREK
e Annual general meetings

s KRAFKE

Meetings to be held as needed and responses to calls and

written inquiries

REERTEHEMOEEENEREH

Employees e Staff communications including emails

=]

8 T ER

Performance appraisal
THEERERZ

Staff activities

s BTEH

Training, meetings, and briefings
B gEkine
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STAKEHOLDER ENGAGEMENT
MEHERERNSH

Stakeholder type
Fll 2= A B & 2 Bl

Suppliers/Business partners

RIER, KB

Customers

®F

Community
HE

Media and the public
BERERAR

Government bodies/regulators

BUFERPY, BB AR

Contact method

BELX

Emails and customer service hotlines
BIREF REELR

Performance assessment

E SR

Annual renewal and update
FEBHOREN

Website

FEhr

Annual and interim reports

FHE P RS

Emails and customer service hotlines

B RE P RISELR

Tenders submitted to customers
mEPELNRES

Cooperation agreements with customers
R PEIINE RS

Website

)

Annual and interim reports

FHE P RS

Community services and activities
HERARBENEE
Community investment and fundraising activities

HEERBEREE

Announcements
A&

Annual and interim reports

FIR R HRS
Website

Ak

Annual and interim reports

FEHR P EmE

Verbal and written communication when needed
ERERETOBEREMER

Responses to government inquiries upon request

EEZKE BTSN
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STAKEHOLDER ENGAGEMENT

F=iHEENSHE

MATERIALITY ASSESSMENT EEMFM

Elec & Eltek, in cooperation with a third-party consultant, performed an ESG RAERE=EMAIE UWRE 2k
materiality assessment. During the process, we invited different stakeholders ERATRETEEMTE - BRP - BME

to provide opinions on the ESG aspects of the Group based on their reliance RRZEEE S R PIEBAKRBMZE B85
and influence on our business. Among them, external key stakeholders TR EEEEURERAE TREREERR

include shareholders, investors, suppliers and business partners, and RIE -HEREAR=ZTHREEER S0
customers, and internal key stakeholders include employees and the FEFZHAEERRERERIEES HEBX
management. During the materiality assessment, the management rated the M RBEEE - MAPETEMNEAEER
importance of ESG matters to the Group’s business while other stakeholders FEEREEE - H#TEEZ TGN - A&
rated relevance of ESG matters to them. Specific steps for the materiality MHEERIBESGEEW MMM ERTY - M
assessment are as follows: EREARBESGEEYEEXBNEZMIE

HFFD - ERUFFGEOARTESRMNT

A third party consultant prepared a materiality assessment questionnaire
F=TEAREEEZ TGRS

‘ '2 ) The Group invited stakeholders to participate in the questionnaire

AT 2 RN AR

The management rated the importance of the ESG matters while other stakeholders
rated their relevance

@ M AR E RIFESCE B RARRE IEE TR D - MERERHZHENE2EETID

The third party consultant identified “very important” and “important” ESG matters
based on rating results

F_TERREINEREBS [FEEE] k [(RRER | ESCEE

The Group’s management conduct finally reviews and confirms materiality assessment results
CEEEERABRAEREZ T GER

We would like to extend our gratitude to all persons who participated in this B IERE BRI A TR - B
process, as well as their continued support to our sustainable development. MAERFEEREN K AT -
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STAKEHOLDER ENGAGEMENT
MEHERERNSH

OVERVIEW OF MATERIALITY
ASSESSMENT RESULTS

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

The materiality assessment results are as follows:

° Wastewater discharge °

o FEKEER .

° Generation, Treatment and Recycling of °
Hazardous Waste .

s  HBHEEVNEL - RIEFMEU R

° Environmental and social risk management for 4
the supply chain

R SRR O R
Product quality and safety
ERNEEET R

EEMFEERBE

RESZUEFGEER - RPBESGRERD B
[EREEINRABE IMERES - [EFE
B REMEHAEHLETYHBILBREK
FEIABORE  BRAIBERARETER
REREERRMTEN - [BRREE RN
LREAEEZERBARIEZENZE - B
BENARE T HZERELBIEHRD - 55
SEEETENERRZEZENEE - A

=l “‘Very important” ESG matters
[JFEEE ]| ESGEME

RIVEAEMEE

EMFEEROT

Occupational health and safety
BERFRETE

Communication with employees
HMETEB

Staff Recruitment, Promotion and Dismiss
B THRE - TAMERE

Employee compensation and benefits

8 TH B8R

o Energy use °
o BEIRE A °
° Generation, treatment and recycling of *

non-hazardous wastes °
o EBEFEYMES - BRIEMELK °

o Air pollutant emissions
. R

o Climate change and greenhouse gas emissions

o IR AR = RSB .
° Water consumption .
e FK .

o Consumption of packaging materials

o BEMEEER

° Labour force diversity, equal opportunity and
anti-discrimination

o BEhZale - TERSMRIEER °

e “‘IMmportant” ESG matters
[BREE] ESGEE

Employee training and development

8 TIFFIMB &R

Data protection and privacy

BIRREZHL

Business ethics and efforts against corruption,
bribery, extortion, fraud and money laundering
AxBREERES  BE - 9R  BEFAKE
Protection on intellectual property rights
HBERERE

Local community event involvement and organisation
SHRERHE M RIES

Policies to prevent child labour and forced labour
By 1L T R58 38 S5 B AR

Local Community Development Support

XIEE AR ER

Anti-competitive behaviour

REFITR

8 ELEC & ELTEK INTERNATIONAL COMPANY LIMITED f&kFIZEEEBERAE




ENVIRONMENTAL PROTECTION
RIRRE

As a listed business that values and advocates sustainable development,
the Group unswervingly pursues breakthroughs in setting itself on a green
path and strives to implement eco-friendly operational objectives of “high
efficiency, low emissions, less pollution, and more recycling”. While ensuring
high-quality daily production, the Group encourages the management and
internal employees to actively explore the possibility of reducing emissions
and energy consumption and contribute to environmental care and social
development within their power.

The Group proactively promotes environmental protection and energy
conservation, cuts pollutant emissions, and improves energy efficiency with
a focus on emerging technologies and management measures in terms
of production and operation. The Group is committed to environmental
protection and has developed a series of environmental policies and
sustainability development goals to manage the environmental management
responsibilities of its plants consistently.

ER—RERALEEIREERNLTEE
REBRRBETBHEREERERK ESK
R BABRISME - EHR 255 %
EINIRFREERR - EREREEARLEE
FENRR  ARESBEEERAETHE
BRI PR S R R BEIROB FERO AT BRI
HIRBREET GHRIFL NMELNER

AER B TEAG HE B AT IR IR BN RE IR ISR
MIRERREMRES T UK B ABEE
ERZET O ERMEERER - AEE
BAORRK > YHET —RIRESTHEARE
MERBBUS—EEETIHNRRERE
Fo

S

o EBWER  HEREF

o EfBEIREE - FEEDCE
e  Strengthen internal and external exchanges and
continuously improve environmental awareness;

o MBASNOR - FUHRBEAEM

to help build a green planet.
o DEEEMIKRE  BITEZERE -

e Comply with laws and regulations and operate safely;

e Save energy and reduce wastes, and keep improving;

e Cherish and protect the global environment and strive

The Group pays close attention to regulations and measures relating to
environmental protection and strictly abides by related internal management
policies to ensure its compliance with laws and regulations. The Group
was not aware of any material non-compliance with environmental laws or
regulations during FY2018. The emission of carbon in the Group’s operations
originates primarily from its energy consumption. We use commercial
electricity and natural gas as the main energy sources to maintain the plant
operation. In FY2018, we produced a total of 269,700 tonnes of CO,e.

N5 B2 ) B IR IR AR AR A0 16 45) R B B
BEISETANHBABRNEIESE - BREF
BERNIERE - R2018FMBEEHR - &
930 B30 BLIR IR B M M A 2 ROA R M B KE
RMEEH AEEORBEEREZRENERE
o RMUTE - RARIEABEZRUMER
THABIE - R2018FHRFEEREELET
269,700ME — (L #tE £ (CO,e) °
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ENVIRONMENTAL PROTECTION
RERE

DISCHARGE AND EMISSION
MANAGEMENT

The Group encourages its plants to take strict compliance with national and
local laws and regulations as their work objectives, set up environmental
protection task forces and safety and environmental protection departments,
identify national and local government pollutant emission standards in a
timely manner, and formulate and implement the Group’s environmental
protection strategy. The environmental protection task force and safety and
environmental protection department define the environmental objectives
and coordinate their environmental initiatives, as well as supervise the
implementation of targets in discharge and emission reduction through
the relevant environmental review mechanism, so as to jointly explore the
possibility of future environmental rectification plans.

In addition to formulating internal management measures, the Group has
actively taken a series of measures in emission management to ensure
that its plants can safely and effectively implement management practices.
For example, the safety and environment departments of the plants
regularly inspect and supervise the implementation of the environmental
protection management system, and designate a dedicated post and man
to inspect their sewage discharge equipment. Every year, we employ a
third-party institution to carry out routine tests on waste gas, waste water,
and noise among others. Moreover, we are well aware that employees
play an important role in the reduction of industrial wastes. Hence, we
have committed considerable resources to the education of employees on
correct environmental protection concepts and the Group’s principles in
emission reduction. To ensure that employees at plants have a timely, in-
depth understanding of management policies in the manufacturing process,
we regularly hold environmental knowledge training and distribute relevant
documents regarding and explain relevant policies to each new employee.
The Group strives to create an environmentally friendly atmosphere from
within and reduce the exhaust gas, sewage and waste generated in the
production process.
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ENVIRONMENTAL PROTECTION
RERE

AIR POLLUTANT EMISSIONS

To effectively protect the environment, reduce pollution and build a world-
leading environmental protection technology system, the Group made a
number of environmental protection actions during the reporting period,
and continuously improved and updated emission reduction equipment and
policies to enhance the effectiveness of the Group’s emission reduction
technology.

Emission reduction policy

° In response to the requirements of the Law of the People’s Republic
of China on the Prevention and Control of Atmospheric Pollution (7
#FE AR FAMBI A RS2 45%) on the emission control of major
air pollutants, the Group strived to reduce the pollutant emission,
and also made it one of the core objectives of emission reduction
to reduce the production-related environmental risks and expenses
over time. During FY2018, the Group has complied with the Law
of the People’s Republic of China on the Prevention and Control of
Atmospheric Pollution.

° On the basis of timely identification of air pollutants, an environmental
protection task force and a safety and environmental protection
department have been set up to inform the production management
of the specifications and requirements of various specific facilities,
such as ventilation and dust removal, which will be investigated
and supervised by relevant asset management departments. While
meeting the compliance requirements, we will effectively enhance the
sense of responsibility and participation of all staff in controlling air
pollution emissions.

° To ensure the effective operation of the equipment, technology and
environmental protection control projects used to monitor and treat
air pollutants during the Group’s production and operation process,
the Group provides professional training to employees in positions
that generate air pollutants, so as to improve their operation skills and
environmental awareness.

ZER TRV

REBMRERE  RPBR - ZREBERK
FHRFEORREME R - AEERHEHRHE
HETTZERMBIETE - ERBERE RO
TR B BOE B F# - ARRTT AR ER
BERAMTE B RIE ©

BEBER

. RERBEF(PEARKMBEARIGR
37805 ) S E B RS R M HE ey £ )
B KREEFIREESROFEBEN
R - B EFRIEEER RARTER
@ RBERSHERRSETERLERZ
— o R2018 EFE MM - AEEE T
CREARKMBARSRIAE) °

. HEREBRIRRSRMAER L - L
RRGENEARRZE2RERAMN - HEE
STHMEEERHEARER  RESE
BABREAIRMESR  YHBBEEE
EEAPFTETAESRYERERE o &£
mMEREMERNAR - ERRAZEY
RS R IERI B RN R o

. ARREEAEESAEREANER
RERIR I ES R - B - BB
SAIIER BB B - AEEIREE
23| FEEARSRYBAHNET
DREIRA B RIEREREBRE
o
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ENVIRONMENTAL PROTECTION
R RE

AIR POLLUTANT EMISSIONS (contined)

Emission reduction policy (continued)
Data on types and amount of emissions for 2018 and 2017 is compared as
follows:

Major air emissions and wastewater
discharge (tonne)

EERRHEBRI KI5 K (1)

22 SR.55 R W BE RN )

WHEBUR ()
—E-N\FER T EEHRYEE A
BHER L BT

Nitrogen oxides RED
Particles FERIY)
Sulphur dioxide —&qbH
Sulphuric acid mist e
Ammonia =

Processed wastewater BRI AYFK

WASTEWATER DISCHARGE

The Group is very concerned about the environmental impact of wastewater
generated during the production process, so policies and operational
instructions concerning wastewater discharge have been put in place. For
example, in terms of experts and human resources, the Group has set up a
power engineering department to supervise the implementation of the above
policies to ensure the smooth implementation of waste water management
measures. We have adopted a management mechanism based on the
principle of accountability for staff to supervise the work progress relating to
sewage treatment facilities and sewage pipelines. While improving the on-
site management level, this mechanism also effectively helps avoid excessive
drainage caused by facility failure. Meanwhile, the Group assigned special
personnel to inspect the sewage treatment pipelines and other facilities inside
and outside the plant every two hours to ensure the normal operation of
various equipment and prevent leakage and other accidents.

Regarding the domestic wastewater treatment, the Group actively improved
the wastewater treatment technology during FY2018. For example, we
adopted the process of “hydrolytic acidification and contact oxidation” to
make waste water undergo hydrolytic acidification reaction, converting
macromolecular organic substances in waste water into smaller molecules,
thus creating conditions for contact oxidation. The process features low
upfront input cost and operation cost, and high biodegradation rate, and is an
economical and efficient waste water treatment method.
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2018 2017

2018 & 20175 E
Total Total

we Hme

15.54 26.14

5.20 13.66

2.09 417

14.14 20.48

0.95 1.1
5,837,668.48 6,447,758.6

BRI BEI
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ENVIRONMENTAL PROTECTION
RERE

WASTEWATE R D I SC HARG E (continued)

In addition, during FY2018, the Group continued to innovate industrial waste
water treatment technologies. We encourage recycling industrial waste water
for reuse without affecting product quality. In addition, the Group’s plants are
actively involved in environmental protection projects including concrete filling
and flushing ditches with treated industrial wastewater. Such wastewater
of satisfactory quality can not only flush industrial facilities such as ditches,
but also be recycled and reused in waste gas treatment towers and other
operating equipment as a substitute for ordinary water. Such projects help
the plant save water resources.

In addition, the Group’s pipelines are all arranged in a way that separate
sewage from rainwater. Sewer lines are directly connected to wastewater
treatment facilities that allow wastewater to be discharged into local
sewage treatment plants after treatment. The Group’s sewage vents are
equipped with automatic monitoring equipment, which is connected to
local environmental protection office, to prevent any form of water pollution
incidents and minimise pollution on local soil and water sources.

In addition to introduction of new equipment and technological innovations,
regulatory departments at plants check whether employees follow required
operating procedures and deliver process and technique training on a regular
basis to improve the employees’ understanding of wastewater discharge
control. Starting from 2019, the Group’s plants plan to actively update and
upgrade the process and technology of the wastewater treatment system.
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ENVIRONMENTAL PROTECTION
RERE

GENERATION, TREATMENT AND
RECYCLING OF WASTE

We have introduced several waste emission or discharge reduction and
control measures to reasonably reduce the amount of waste generated in
the production process and ensure effective management of temporary
waste storage. The Group has asked its plants to keep informed of laws and
regulations and other requirements published by local governments as well as
actual conditions, and actively and scientifically sort, collect, and store waste
from within the Group.

Hazardous wastes

Guided by internal principles of managing hazardous wastes against leaks,
rain, and loss, the Group stores and disposes of generated hazardous wastes
mainly as follows:

° transfer to a professional organisation recognised by local
environmental protection departments for harmless disposal;

° set up a hazardous waste collection storehouse for storing hazardous
wastes generated by the Group;

° pack hazardous wastes in woven bags and attach hazardous waste
labels to them;

° set up obvious warning signs in the hazardous waste collection
storehouse;
° designate people to manage hazardous wastes at the dedicated

storehouse; and

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

14 ELEC & ELTEK INTERNATIONAL COMPANY LIMITED f&kFIZEEEBERAE

BEYNEL - RIEMNEDUR

RAEMWRELEERRETNERNELSE -
REZVOEFERITIEEREWR - AT

T RIS EERYORT R EEERE - £
BEREIREREBRE BN AMEEREER

REMERMERER - BES R E AN R
BRSO E - RE - B
BEBERY

AREBERERNHENFIZR - BRI - PR
RIZBEREYERRA - fﬁTEFEE’JﬁE
BEEVORELREE  BAETREEATE

]

. T EMIRERE PR AT B EBLETT
BERE

. BRYREZREEYRERE - ARFERAR
ELEREREY

. ﬁif%%}xﬁﬁfﬁ%‘

1R

SEND SR AL T E

. ﬁif%wqﬁl‘iﬁ RETHBRNERE

/|_,\ ’

. HEZEEMREEZAETE &

. RIEREENE=
BRIBfERES

77 BlEE R E N RIE



ENVIRONMENTAL PROTECTION
RERE

GENERATION, TREATMENT AND
RECYCLING OF WASTE (continued)

Hazardous wastes (continued)

In addition to properly handling the hazardous waste generated, we are
also committed to developing various measures to reduce the amount of
hazardous waste generated by our plants:

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

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

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

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

° build an alkaline etching solution regeneration and copper recovery
system to carry out regeneration treatment on the alkaline etching
solution, which can be recycled and reused in the production line
after copper extraction and addition of some chemicals to reduce
environmental pollution.

The Group believes that hazardous waste must be reduced at source with
fewer pollutants being produced. To make this happen, we will keep learning
during the production process and looking for advanced environmental
protection technologies to achieve the sustainability goal relating to waste
reduction.

Non-hazardous wastes

In addition to the reduction of hazardous wastes, we are equally committed
to the proper management and handling of non-hazardous wastes. Non-
hazardous wastes generated in the Group are usually handed over to the
sanitation department for disposal. From metal wastes generated during
production to ordinary domestic wastes such as discarded wooden boards
collected in our life, we carefully collect and classify them and hand them over
to experienced third-party recyclers for recycling.

In daily operations, we encourage employees to use our online system at
work to communicate with each other electronically, so as to effectively
reduce paper waste.
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ENVIRONMENTAL PROTECTION
R RE

GENERATION, TREATMENT AND BEYNELE - BEMEK

RECYC LI NG OF WASTE (continued) (#B)
Non-hazardous wastes (continued) BEBREY(H)
Data on waste generation for 2018 and 2017 is compared as follows: TE- N\FEE-_T+FEEEYELSE

LT

2018 2017
2018 E 20175 E

Total note 1 Total

EERYEE (W) Hmam neE

Type of waste (tonne)

Major hazardous waste TEEEREEY
Waste mainly containing organic BEERKDHEEEY) 1,576.92 1,185.36

(g - B - #8905 - ARAEIES)

compound (e.g. ether, phenoal, resin,
organic solvents, etc.)

Metallic waste (e.g. beryllium, chromium, 2% EBREEZEY 26,146.10 26,646.05
copper, mercury, etc.) (g - 88 - i - REE)
Waste that might contain inorganic or AIRE S M BN D BIERY 188.12 226.86

organic compounds (e.g. oil/water or (Tnsm,/7K ~ 18 ACEE SR
hydrocarbon/water mixtures or emulsion, — FL{b& ~ &8 - Z8 - SYLWES)
dye, coating, cyanide, etc.)

Acidic waste RERE 2,482.41 830.77
Alkaline waste RETR 2,678.67 1,427.60
Tin-containing wastewater R K 1,433.24 NA rote 2
iE e
Major non-hazardous waste FTEEEBREY
Domestic waste HSERIR 677.46 606.99
Paper iy 284.03 290.27
Card board IR 662.61 521.36
Subplate IR 2,153.36 2,119.66
Kraft paper HRZ A 2,168.22 1,488.68
PE film PERE 39.50 NA note 2
TiEA=
Aluminium sheet 7l 554.41 549.85

Note 1:
2018.

Note 2:
relevant disclosure does not apply.

16

The increase in 2018 is mainly because of the increase in the production volume in

The business sector did not generate such waste during the reporting period, so the
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ENVIRONMENTAL PROTECTION
R ARE

CONSUMPTION OF ENERGY, WATER AND
PACKAGING MATERIALS

BER ~ KERRBEYHHN
15 H

and appropriately look forward

The Group is committed to developing industry leading production processes
and equipment, continuously exploring the possibility of reducing energy and
resource consumption, and establishing reasonable sustainable development
goals such as water conservation and energy saving. In addition, the Group
supervises the compliance of plants with environmental laws and regulations,
and encourages them to take effective measures to achieve the vision of
better utilizing resources, reducing waste and saving energy.

Consumption of Energy

We expect our plants to integrate the concept of environmental care and
energy saving into their daily production and operation. Therefore, the
Group has established rules and regulations relating to the consumption
of resources, specifying the requirements on consumption of water,
electricity, gas and other resources in the production and operation process.
Management holds regular meetings on environmental management to
formulate timely and reasonable control measures. We encourage our
employees to be more energy-conscious and start with little things such as
daily utility use and material recycling, so as to protect the environment to
the greatest extent and reduce the ecological impact brought about by the
production process with the concerted participation of the whole company.

Take the present as a baseline, see the
bigger picture, differentiate ourselves,
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ENVIRONMENTAL PROTECTION
RERE

CONSUMPTION OF ENERGY, WATER AND
PACKAGING MATERIALS (ontinveq)

Consumption of Energy (continued)
The following are some of the environmental protection measures
implemented by the Group’s plants for energy conservation:

° Require the production facilities within the plants to operate in
accordance with relevant environmental rules and regulations,
implement enterprise resource planning (“ERP”) systems at all plants
and offices to facilitate the centralised administration and allocation of
all resources, and identify opportunities when necessary to improve
the manufacturing processes, materials, production equipment and
recycling technologies relating to our products.

° The plant management holds regular meetings every year to formulate
corresponding plans to increase revenue and reduce expenditure,
so as to encourage the production departments to reduce energy
consumption without affecting the quality of products, and to establish
a performance evaluation system based on the results of innovation
and transformation and give corresponding rewards.

° Establish energy-saving plans and targets, with the production and
operation departments carrying out monthly performance evaluation
on water consumption and electricity consumption, and making
statistical analysis on the energy consumed in the plants on a daily
basis.

° Put up various environmental protection slogan signs in the
workshops to encourage and urge employees to raise environmental
protection awareness, and conduct special training on resource
conservation and other aspects regularly for workshop supervisors,
so as to communicate to all the employees about the environmental
protection requirements for implementation.

° Replace the lighting within the plants from high-voltage sodium lamps
to energy-saving lamps and LED lighting lamps. Introduce solar
panels for the street lamps in the living areas of the plants to reduce
carbon emissions.

18 ELEC & ELTEK INTERNATIONAL COMPANY LIMITED f&kFIZEEEBERAE
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ENVIRONMENTAL PROTECTION
RERE

CONSUMPTION OF ENERGY, WATER AND
PACKAGING MATERIALS (ontinveq)

Consumption of Water

The Group’s plants are dedicated to the development and manufacturing
of products in different sectors. Therefore, we encourage our plants to
scientifically and rationally formulate internal management measures for water
conservation and recycling according to their own needs and local conditions.

In our daily operation, we regularly make statistical analysis on the water
consumption in the plants. According to the requirements of the production
lines for water, we advocate replacing tap water used in the original process
with river water or waste water, sewage and waste liquid generated in
industrial production when appropriate. In addition, during FY2018, the
Group launched a water recycling project for PCB washing machines. On
the basis of production needs, we will consider investment in water recycling
and environmental protection projects, such as repairing cooling towers with
recycling water for heat exchange, in order to make more rational and more
rigorous use of water resources.

During FY2018, there was no material issue for sourcing water fit for the
purpose of the production and operation of the Group.

Consumption of Packaging Materials

In the daily production process, the Group advocates staff to reasonably plan
the use of raw materials. Under the premise that quality and product safety
are ensured, the Group encourages the production department to properly
plan the use of raw materials and packaging materials, so as to improve the
economic and environmental benefits to the greatest extent while effectively
reducing the cost of production and packaging materials.

To implement the Group’s operation goal for environmental protection — “less
pollution and more recycling”, its plants conduct regular investigations and
diagnoses of their own operation processes and tailor-make appropriate
plans to reduce the use of packaging materials. For example, the plant also
adopts the strategy of recycling foam plastics, classify and recycle the foam
plastics used in the packaging and storage process for later use, thus yielding
double benefits of saving the cost while reducing the packaging waste.
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ENVIRONMENTAL PROTECTION
R RE

CONSUMPTION OF ENERGY, WATER AND &2 » )k EERBEYEH
PACKAGING MATERIALS continueq) B )

Consumption of Energy and Water
Data on types and amount of energy consumption and water consumption
for 2018 and 2017 is compared as follows:

R R KEIRERA
TE- \FEE-_T+FEERERNKE
REREARESLERNT

2018
2018 E

2017
20175 E
Total
we

Total note1

Type of resources g

Urban electricity (KWh) E(TEHE) 418,912,133.8 368,177,952.9

Coal (tonne) BE(ME) 5,721.6 10,589.0

Natural gas (cubic metres) RAR(ZFAK) 2,811,674.0 NA rote 2

A iE e

Water (cubic metres) IK(ZFK) 7,194,724.0 8,173,548.0

Carbon emission (CO,e in tonnes) Note TrBERR (WE — |k g 2 ) 269,746.6 262,401.7
Note 1:  The increase in 2018 is mainly because of the increase in production volume in 2018. 1 2018 F EEURISIE EEHN2018FEAEEEN

A0 o
Note 2: The business sector did not consume such energy during the reporting period, so 2 REBRBAHREHMILEEEILEERE
the relevant disclosure does not apply. A FUL AR B EE I R AR SR -

Note 3: Carbon discharge data set out above is calculated by reference to the “Greenhouse 3 LlRBEMZAELSRBRHRACEKERERS

20

Gas Protocol” published by the World Business Council for Sustainable Development
(WBCSD) and World Resources Institute (WRI), “Greenhouse gas reporting —
Conversion factors 2018” published by the Department for Business, Energy &
Industrial Strategy of the United Kingdom Government, Baseline Emission Factors
for Regional Power Grids in China 2017 (Consultation Draft)” (2017 & & i3 & 44
RS EENE T (B E R#)) published by National Development and Reform
Commission of China, the HKEX Reporting Guidance on Environmental KPIs, and
“A Study of CO2 Emission Sources and Sinks in Thailand” published by Geophysics
Research Centre and Centre for the study of Earth System Environment and
Adaptation for Sustainability.

ELEC & ELTEK INTERNATIONAL COMPANY LIMITED f&kFIZEEEBR AR
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ENVIRONMENTAL PROTECTION
R ARE

CONSUMPTION OF ENERGY, WATER AND R - KERREBEYRHN

PACKAGING MATERIALS (continued) ﬁm (#8)
Consumption of Energy and Water RERRKERER
Data on the density of energy consumption and water consumption for 2018 TE-N\FEHE_T—LFEERERKAK
and 2017 is compared as follows: BELERINT
2018 2017
Type of resources EREE 20184 20174
Urban electricity wE 2.54 3.83 kWh/sq. ft of finished products
TR, G EREK R
Coal fis <0.0001 0.0001 Tonnes/sq. ft of finished product
18, G 75 8RB o
Natural gas RKAR 0.017 NA note 1 Cubic metres/sq. ft of finished
TEAE products
SR G T ER R
Water 7K 0.04 0.08 Cubic metres/sq. ft of finished
products
SRS G ERK G
Carbon emission RBERR 0.0016 0.0026 Tonnes CO,e/sq. ft of finished
products
B—ftiiE S, SFFEHTER
[P
Note 1: The business sector did not consume such energy during the reporting period, so 1 ZEBRBAREBHEIIREELERERE
the relevant disclosure does not apply. A - B ARRE RN T E AR R IR
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ENVIRONMENTAL PROTECTION
R RE

CONSUMPTION OF ENERGY, WATER AND
PACKAGING MATERIALS (continued)

Consumption of Packaging Materials
Data on the consumption of packaging materials for 2018 and 2017 is
compared as follows:

Type of packaging materials

%%~Kﬁﬁ&@%%ﬂ%

(%)

BEYRE A
TR N\EFEHE-_T+FEREMEHERAE
LT

2018 2017
2018 E 20175 E
Total note1 Total note2

BRYHER (M)

consumed (tonne)

Carton AR
Plastic wrap IREFR B 5
Card board RIR
Drench membrane paper SRR AR

Note 1:  The increase in 2018 is mainly because of the increase in production volume in 2018.

Note 2: The packaging material data in 2017 is restated as we improved the data collection
methods during the year.

OTHER IMPACTS ON THE ENVIRONMENT
AND NATURAL RESOURCES

The Group’s plants have implemented professional certifications such as
ISO14001 management system and EU Restriction of Hazardous Substance
(RoHS). We have set up a dedicated environmental protection team in-
house to regularly assess the source of emissions, manage and dispose of
waste water, waste gas and wastes discharged in the production process at
the source, and develop the source emission reduction plan to reduce the
harm to the environment. Meanwhile, we proactively seek every opportunity
to recycle and reclaim waste gases, wastewater and solid wastes and
improve equipment and procedures for handling emissions and discharges
to ensure the adequacy and effectiveness of environmental protection. We
also lay emphasis on the handling of emergencies upon the occurrence of
environmental risks. The Group’s plants have hired third party professional
companies to prepare environmental emergency plans based on risks and
conditions that will occur during production. With such a plan in hand, an
environmental emergency response team headed by the general manager
of a plant will be set up and file relevant cases with the local environmental
protection bureau.
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ENVIRONMENTAL PROTECTION
RIBRE

OTHER IMPACTS ON THE ENVIRONMENT
AND NATURAL RESOURCES (continueq)

The Group understands that waste water generated from the operation of
some of its plants may have impact on the surrounding environment and
residents. Therefore, we have actively implemented prevention and control
measures. According to the results and requirements of environmental impact
assessment, we have engaged a qualified third-party monitoring company
to formulate a series of monitoring and renovation plans for the waste water,
waste gas and noise.

In addition, the Group also attaches great importance to soil pollution that
may occur in the course of operation, and formulates management principles
and implements relevant risk control measures in advance. The Law on the
Prevention and Control of Soil Pollution of the People’s Republic of China
(2 A RALFIER + 45855 2405 )47%) was adopted at the fifth meeting of the
Standing Committee of the 13th National People’s Congress on 31 August
2018. In response to national policies and laws, the Group has formulated a
series of internal control measures such as Soil Pollution Control Procedures
to prevent the risks of soil pollution and to take early preventive measures
against various factors that may affect the local environment. We want to
do our utmost to protect the neighbouring environment and reduce the
ecological impact of the production process.
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EMPLOYMENT
&=

We believe that attracting and retaining the best talents is the key to the
sustainable development of our business. With a focus on the career
development and physical and mental health of our employees, we are
committed to maintaining a quality workplace that values good character,
diversity, cooperation and communication. We are convinced that the
diverse background of leaders and employees can help improve the Group’s
decision-making ability and flexibility. To this end, we actively promote a
series of measures to promote employee diversity and equal opportunities.

EMPLOYMENT POLICY

Elec & Eltek strictly abides by the Labour Law of the People’s Republic of
China (Fh & A R HANEI 4 Eh)%), Law of the People’s Republic of China on the
Protection of Rights and Interests of Women (F13E A R H M Bl 2 #E 2 1R 2
%), Trade Union Law of the People’s Republic of China (F#E A RAFNE T &
%), and Social Insurance Law of the People’s Republic of China (2 A 3
MBI &R %), and SAS000 Social Responsibility Standards. These laws
and regulations specify requirements concerning employee compensation
and dismissal, recruitment and promotion, vacations, equal opportunity,
diversity, anti-discrimination, and other benefits and welfare. We have
developed and implemented employment-related policies and procedures,
including the Compensation Management System, Performance Appraisal
System, Evaluation Management System, Employee Handbook, and Bonus
Distribution System to ensure compliance with relevant laws and regulations
and serve as a reference for employees. The administrative department
is responsible for supervising the implementation of the above policies,
distributing documents regarding and interpret relevant policies for each new
employee, and regularly organising training to explain relevant policy contents.
In addition, we audit the implementation of these policies annually. A whistle-
blowing system is also in place with a dedicated team to investigate any unfair
treatment and take appropriate actions.

We believe that recruiting talent is crucial to the development of a company.
All applicants must undergo a formal and objective assessment to determine
whether they have the aptitude and ability to meet the requirements of the
Group’s business development. At the same time, we have also established
stringent procedures for examination and approval to ensure fairness of the
recruitment process. All candidates qualified for employment must have
reached the statutorily required age and have been in possession of valid
identification documents issued by the public security department before
they can be officially appointed. All employees are required to enter into
labour contracts for the prevention of forced labour. All employees must be
employed on a voluntary basis and in a legal manner.
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EMPLOYMENT
&=

EM PLOYM ENT POLICY (continued)

In terms of compensation policies, we adjust employees’ compensation
mainly based on their individual performance and the Group’s financial
performance. The Group conducts a comprehensive performance appraisal
of its employees each year. It assesses their performance, working attitudes,
and length of service during the year. Their compensation is adjusted based
on appraisal results to maintain the soundness and fairness of compensation
determination. We also grant pre-emptive rights and special bonuses to
eligible employees, depending on their performances and the Group’s
financial conditions. We provide adequate paid annual leave and stipulate
appropriate work hours and off hours to ensure a work-life balance on the
part of employees.

In addition to providing competitive compensation packages, we believe that
good promotion opportunities are an effective way to motivate employees,
giving them clear career goals and offering opportunities for competent
employees. The Group encourages internal promotion, as approximately 80%
of the current team of junior, intermediary or senior managers have come
through the ranks to where they are now.

Furthermore, we seek to foster a diverse workplace and insist on the
appointment of staff solely on a merit basis with strict prohibition against
discrimination in any form in relation to recruitment, remuneration and
promotion. We have clearly set out the Group’s rules and regulations
and requirements and expectations for employees in human resources
management policies and the employee handbook, including job descriptions
and appraisal criteria. Transparent, fair recruitment, compensation,
promotion and other mechanisms have also been established. Currently,
we run recruitment programmes in all major cities of China and employment
opportunities are available to all qualified applicants. All rankings of employee
are entitled to equal opportunities for training to ensure that all employees
have adequate opportunities in career development. We have also established
a whistle-blowing system with a dedicated team to investigate any unfair
treatment and adopt disciplinary actions. Meanwhile, we hold the employment
relationship with our employees in high regard, have proper communication
with them, and strictly prohibit unreasonable dismissal of staff. The period of
notice of termination is clearly stated in the employment contract.

The Group was not aware of any material breach of applicable laws and
regulations pertaining to compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal opportunity, diversity, anti-
discrimination, and other employees’ benefits that had a significant impact on
the Group during FY2018.
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EMPLOYMENT
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STAFF ACTIVITIES AND BENEFITS

We offer a full range of benefits and organise various events for our
employees, with an aim to provide a favourable working environment and to
promote a work-life balance for them. We continued to organise a number of
staff activities and provide several benefits for them in 2018, including:

° Free meals
° Staff quarters
° Festival gift bags (such as rice dumplings for Dragon Boat Festival

and moon cakes for Mid-Autumn Festival)

° Night Market events

° Annual dinner

° Birthday evening party
° Sports contests

TRAINING AND DEVELOPMENT

We have formulated annual training plans to deliver three types of training to
employees, namely induction training, external training and internal training:

Induction training: We have training specialists to train new employees about
the Group’s rules and regulations, corporate culture, production safety,
production characteristics, emergency plans, risk factors, occupational health,
emergency measures, safe operating procedures, typical accident cases,
and other safety education content. Employees can start their jobs only after
passing all required training. We also organise regular job skill training to
ensure that employees meet job requirements.

External training: External training mainly comprises management training and
technical training, including expertise training provided by Hong Kong Printed
Circuit Association (“HKPCA”) and the Group’s PCB Training Centre.
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TRAINING AND DEVELOPMENT (continued)

Internal training: To consolidate fundamental skills and knowledge of
employees and enhance their capabilities, we provide employees with various
operation skill training according to annual training plans, including training
on sales skills, production processes, codes of conduct, risk prevention,
information technology, business speech and presentation skills. The Group
provides career planning support not just for existing staff, but also for fresh
graduates. Following discussions between heads of the HR and other relevant
departments and each graduate, a customised training plan will be designed
based on the wishes and aspirations of such graduate, and experienced
mentors will be assigned to provide guidance, support and assistance in
connection with the career path of graduates.

EMPLOYEE HEALTH AND OCCUPATIONAL
SAFETY

Elec & Eltek regards occupational health and safety as one of its foremost
responsibilities. We abide by the Law of the People’s Republic of China on
Safe Production (2 A RZEME L2 4 FEE), Labour Law of the People’s
Republic of China (1 # A R FE A B 44 5)5%), and Law of the People’s Republic
of China on the Prevention of Occupational Diseases (FF#E A K A1 BB 2
JRbIAYE), which specify requirements pertaining to safe working conditions
and protection of employees against occupational hazards. We have adopted
stringent measures to ensure compliance of our production processes with
various regulatory requirements and developed the Safety Management
System to regulate production behaviour. The production department
is responsible for supervising the implementation of the above policies,
distributing documents regarding and interpret relevant policies for each new
employee, and regularly organising training to explain relevant policy content
to ensure regulatory compliance.

EINR R e

MEREF : AREE B THEMIEEME - 1’
BTWTIERES  BIRBFEEIGEAE
ThRESBEAIREREERE - EhBEHEE
BRI -AETRF  1TRAH  RRH®E - F8
By - AEREERERTDEATEI © BRE
BETS  A"EBESEESEERABER
45 - AANEIRED - HESPIEGEZE
BELBBR  REZERLENERIES
REEHEENFIIGFE - ALHEREEH
BEEMBREENBEEERMES - X85
Kt p o

BERERBEZE

EHZERREERFEIBXLZE2/EMNREER
MBEEZ— HMEFK(PEARKMBEZ 24
BEE) (PEARRNMBELEEE)R(FEAR
HMBEBZEROE) U EERTATER
ZRETEREMREREHEBENRENE
oo WARR S EBFAR B AR EEEER
BENAESEEERTE  RNHE T(R2EEH
BEIHEELZETTRIEHRE - £EMFIARE
BALBERAT  GEUMABE TRENH
FRAEBRER - 30 R R DI R R AERE BRI
B - AEREARERMBR O BH -

ESG REPORT 2018 —Z— \FIRHE « t g RE QRS 27



EMPLOYMENT
&=

EMPLOYEE HEALTH AND OCCUPATIONAL
SAFETY (continued)

As mechanical operations are involved in our production processes, we have
established appropriate safe operating procedures for different production
processes, detailing the corresponding safety precautions and requested
employees to strictly abide by them. A three-tier safety training programme,
comprising onboarding training, workshop training and shift training, is
arranged for all new employees. Safe operating procedures are explained
during training. Any violations of the safe operating procedures are reflected
in individual performance appraisals. Below are measures we have promoted
and implemented for employee health and occupational safety in FY2018:

o Arrange safety training according to the nature of the posts, such as
operation of elevators and forklifts and high-voltage and low-voltage
power handling and chemicals handling.

° Deliver fire safety training with content including familiarisation
with escape routes, skills of evacuation in fire accidents, general
knowledge on safe assembly and proper application of fire
extinguishers and fire hoses, during which we require employees to
handle fire equipment in person;

° Inspect fire protection systems and facilities on a regular basis and
conduct annual fire drills;

° Hold emergency plan drills at least twice a year;

° Hold “Month of Safe Production” from time to time to enhance
employees’ awareness on production safety;

° Set up dedicated positions (safety officer/director) to be responsible
for training, follow-up, inspection and supervision of safety matters;
° Organise occupational health training and education to summarise

and promote occupational health management experience;

° Carry out occupational health examination and establish health
examination files;

° Conduct daily monitoring and registration of occupational-disease-
inductive factors and reporting to management as required; and

° Regularly organise on-site inspections, and order rectification of
unsafe conditions found during inspections.
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EMPLOYMENT
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EMPLOYEE HEALTH AND OCCUPATIONAL
SAFETY (continued)

Moreover, staff health represents a top priority for the Group. As such, the
Group has adopted a range of measures to create a safe workplace for
employees and protect employees from occupational hazards. To ensure
workplace safety of plant workshops, we have engaged professional
environmental consulting firms to conduct tests on workshop hazards.
Employees are required to attend occupational health checks prior to
starting work in the Company or transferring to new positions, and may only
commence work after passing such checks. We organise regular health
checks at a full-service hospital for all staff on an annual basis. Employees
susceptible to occupational hazards, once identified, are transferred to other
positions to make sure they stay away from such occupational hazards. In
addition, we strictly follow the requirements of the Labour Law of the People’s
Republic of China (2 A R FIE &4 8)j7%) that employees should also take
a physical examination before departure to protect their health. We carry
out cleaning and maintenance of office areas and environmental disinfection
according to the annual plan, and are committed to providing employees
with a safe and good workplace. The Group plants have already obtained the
OHSAS18001 Certification.

The Group was not aware of any material breach of laws and regulations
pertaining to providing a safe working environment and protecting employees
from occupational hazards that had a significant impact on the Group during
FY2018.
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Elec & Eltek advocates a clean business environment and is committed to
fighting corruption. Suppliers must meet our expectations for regulatory
compliance, a people-oriented mind-set, ethics and business integrity, and
environmental protection when doing business with us. Apart from supplier
management, we also have the same requirements for the Group’s daily
operations and products.

SUPPLIER MANAGEMENT

Elec & Eltek has strict requirements on suppliers and supply chain
management. We have developed and implemented supply chain
management systems, including Supplier Management Procedures,
Procurement Evaluation Procedures, and Risk and Opportunity Identification
and Control Procedure, and required employees and the management to
follow them.

Suppliers must pass our Group’s evaluation before entering into cooperation
with us. A vetting process is conducted in respect of the business licences,
accreditations and qualifications of suppliers, including various international
quality management system (“ISO”) accreditations (such as ISO 9001, ISO
14001 and others), OHSAS 18001 (occupational health and safety assessment
series accreditation), safety testing and certification of the United States (“UL”)
and test reports under the Restriction of Hazardous Substances (“ROHS”), to
ensure suppliers’ compliance with the Group’s requirements.

We also conduct on-site product assessments at suppliers’ premises and
sample tests on their products to ensure compliance of their products with
our quality requirements. Suppliers who meet the requirements and pass the
above supplier evaluation procedures will be included in our Qualified Supplier
List. Before signing cooperation agreements with some major suppliers, we
will sign “Confidentiality and Integrity Undertakings of Supplier” and “Guarantee
of No Containment of Prohibited Substances” with them, setting out the
Group’s expectations for suppliers in terms of confidentiality, integrity and
environmental and material control. In addition, major qualified suppliers of
the Group are required to sign the “List of Materials Subject to Environmental
Control” and “Pledge of Suppliers Against the Use of Environment-related
Materials” with them once a year, stating that no substances harmful to the
environment will be used in the production process.
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SU PPLI ER MANAGEM ENT (continued)

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

We also perform annual supplier reviews. Departments related to supplier
management, such as the procurement department and quality department,
and the management will perform reviews and on-site assessments on
suppliers’ quality control, environmental systems, production environment
and social responsibility and record results in the Supplier Review Form.
We will stop working with any suppliers who fail such evaluation to ensure
compliance of their products and services with quality requirements and the
principle of sustainable development and avoid compromising the quality and
safety of the Group’s products.

PRODUCT MANAGEMENT AND SAFETY

Elec & Eltek devotes itself to producing and providing high-quality and safe
products for customers, and attaches great importance to customer’s
product experience and after-sales service. We strictly abide by the Product
Quality Law of the People’s Republic of China (F13E A R £ MEE RE 55),
Law of the People’s Republic of China on Protection of Consumer Rights and
Interests (P& A REMEH B EEZSREE), and Advertising Law of the
People’s Republic of China (Fh#E A RHAEE &5 5%). These laws prescribe
requirements on product quality, safety management, customer privacy and
advertising compliance. We formulate and implement a series of policies and
procedures related to product management, including the Product Monitoring
and Measurement Control Procedure, Non-conforming Product Control
Procedure, Corrective and Preventive Measures Control Procedure, Product
Safety Control Procedure, and Customer Service Control Procedure, among
others, to establish our standards in product management. We regularly
organise training courses for our employees to ensure that they have a clear
understanding of relevant policies and procedures. We have put in place a
whistle-blowing system with a dedicated team to investigate any violations
and adopt disciplinary actions.
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PRODUCT MANAGEMENT AND SAFETY

(continued)

Our plants have passed the ISO9001:2015 quality management system
certification and the IATF 16949:2016 quality control system certification
for the automotive industry. At present, the Group has developed a variety
of quality standards with guidebooks covering processes from incoming
inspection to packaging and shipping. Product quality control is performed by
the quality inspection department in accordance with the relevant standards
and guidebooks to ensure that our raw materials, semi-finished products
and finished products are compliant with relevant quality standards. Each
production process has a quality control station and a final inspection station.
The inspectors of each station are trained strictly and qualified to take up their
posts. Products are inspected and judged according to industry standards
and customer requirements. In addition, we arrange regular training for the
staff of the quality inspection department to ensure that they have knowledge
and skills required for business.

We will hire a third-party organisation at least once a year to evaluate and
test our compliance with the EU Restriction of Hazard Substance (RoHS) and
Registration, Evaluation, Authorisation and Restriction of Chemicals (REACH)
to ensure that the quality of our products meets the needs of clients. To
prevent the circulation of sub-standard products and ensure consistency of
product specifications with customers’ requirements, we typically conduct a
compliance check of each finished item prior to delivery.

The Group was not aware of any material breach of applicable laws and
regulations pertaining to health and safety, advertising, labelling, product
and service quality and customer privacy that had a significant impact on the
Group during FY2018.

CUSTOMER INFORMATION AND
INTELLECTUAL PROPERTY PROTECTION

Elec & Eltek lays emphasis on customer information and intellectual property
protection. We require our staff to comply with the Group’s internal rules and
regulations on information protection and handle and store customer-related
information with prudence and care. We have also implemented various
computer controls to protect customer information in our computer systems.
Such internal control measures are reviewed on a regular basis to ensure
their effectiveness. Our product information is managed and maintained in an
enterprise resource planning (ERP) system. System licences of all operators
are strictly set based on their responsibilities, and the management regularly
checks their permissions. We have established a data backup procedure
and a regular test and inspection program for backup data. We also sign
confidentiality and non-competition agreements with employees.
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ANTI-CORRUPTION AND ANTI-
COMPETITIVE BEHAVIOUR POLICY

The Group strictly abides by the Anti-Unfair Competition Law of the People’s
Republic of China (FZE A R EFE & A IEE 5 5%), Anti-Money Laundering
Law of the People’s Republic of China (Fp#E A R AL AE [ %E$85%), Tendering
and Bidding Law of the People’s Republic of China (Ff# A R LA FFIZ
#125%), and Anti-Corruption Organisation Law (R & 58 B4 %). We
include anti-bribery, extortion, fraud and money laundering in the employee
handbook, and require all employees to read the relevant contents and sign
for the employee handbook. The Group regularly organises training courses
for employees to ensure they have a clear understanding of the relevant
policies. Meanwhile, we require management and all employees to abide
by the Group’s code of ethical conduct, and management personnel are
required to declare conflicts of interest annually, in any form. The Group has
set up anonymous reporting and independent team investigation mechanisms
to deal with all reports on bribery, extortion, fraud, money-laundering and
competitive behaviour. We also conduct annual internal control audits that
involve employees’ compliance with policies against corruption, bribery,
extortion, fraud, money-laundering and competitive behaviour.

We were not aware of any material breach of applicable laws and regulations
pertaining to bribery, extortion, fraud, and money laundering and competition
during FY2018.
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COMMUNITY
HE

We believe that winning trust from communities where we operate and their
recognition of the Group’s contribution is essential to sustainable business
development. As a socially responsible enterprise, we undertake the mission
to promote the harmonious development of community. We encourage
employees to participate in volunteer work and support community
investment and development.

DONATIONS AND PUBLIC WELFARE
ACTIVITIES

The Group considers community care and social contribution as core
responsibilities that form part of the Group’s long-term development. In 2018,
we helped people in need through donations and public welfare activities.
During the Reporting Period, we focused on supporting social groups
with less favourable financial conditions. For example, we once organised
employees to visit local villagers on a festive day and donate money to their
village to help the local poverty-stricken elderly. We also participated in the
Donate A Day’s Income campaign in Kunshan City, Jiangsu Province where
we donated money to Kunshan Charity Federation to help local poor people.

In addition, we have set up a charity fund to support financially disadvantaged
employees in the Group. Ordinary employees who took part in this activity
shall donate RMB1 per month to the fund and those at the manager level or
above shall donate RMB10 per month to help colleagues in need.

CONTRIBUTION TO COMMUNITIES

Elec & Eltek’s policy on community engagement is to understand the
needs of the communities in which we operate and to take into account
the communities’ interests. Elec & Eltek made great contributions to the
community environment, community and employees in 2018 under various
efforts. In terms of environment, we have implemented a series of emission
reduction measures. For example, some plants have installed VOCs detection
system and tail gas recovery technology, adjusted and improved the
production process, and reformed the production truck, effectively reducing
the emission of pollutants and the environmental impact on the community.
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CONTRIBUTION TO COMMUNITIES (continued)

We proactively promote the popularisation of science and community
education. During the reporting period, the Group held activities to spread
“first aid knowledge”, “fire safety knowledge” and other knowledge in
local communities and invited employees and local people to join in these
activities. During these activities, our employees actively shared our expertise
and experience with the public. We also create a large number of jobs
for communities. In addition to hiring staff at each plant location, we are
also happy to offer internship opportunities for young people. Since 2010,
the Group has been offering the “Vibrant Youth Undergraduate Internship
Programme” in association with Kowloon Federation of Associations in Hong
Kong, providing opportunities for undergraduates in Hong Kong to participate
in person in internship projects in Mainland China, with a view to helping them
to broaden their vision and thinking, and to gain insight on how Hong Kong
companies operate in Mainland China and what market conditions they face.
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Elec & Eltek International Company Limited

www.eleceltek.com
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