Management Regulation on Environmental, Social and

Governance (ESG)

Chapter 1  General Provisions

Article 1 In order to actively respond to the sustainable development strategy of the state
(regions) and enhance the comprehensive performance of company (hereinafter referred to as the
company) in respect of environmental, social and governance (hereinafter referred to as ESG), and
strengthen the core competitiveness of the enterprise, the Management Regulation on ESG is hereby
formulated.

Article 2 ESG (Environmental, Social and Governance) is a sustainable development
concept that the enterprise shall practice. It internalizes the risks, opportunities and impacts related to
the topic of sustainability, takes the public interests into the value system of the enterprise, and pays
more attention to the dynamic balance and sustainable development of the economic activities and
environmental and social building of the enterprise.

Article 3 The ESG management work of the company adheres to the following principles:

(I) Integrity: In all decisions and reports related to ESG, the principles of independence,
objectivity, openness and transparency shall be applied, and the generally recognized ethical codes
shall be practiced. Besides, an effective accountability mechanism shall be established.

(IT) Result-oriented: The impacts of the company’s decisions and activities on the environment
and society shall be identified, assessed and managed, including expected and unexpected

consequences.



{11 Fairness: The ethical codes shall be implemented in an objective and just way as far as
possible, considering long and short-term risks and opportunities, as well as the interests of all
stakeholders.

av) Risk and opportunities: The identification, understanding and management of the
risks and opportunities shall be integrated into the ESG management, throughout the whole value
chain and considering the broader impacts on the environment and society and the impact effects.

(V) Evidence-based: The reliable and verifiable evidences shall be used, and scientific or
analytical means shall be applied to identify and assess the results of ESG-related decisions.

4%)) Continuous improvement: The best practices of ESG shall be updated continuously
and the risks and opportunities shall be managed, assessed and reported in an effective way, so as to
ensure that the concept of ESG is truly reflected in the decisions and activities of the company.

Article 4 The Regulation applies to the headquarters and all production bases of the

company.

Chapter 2  Management Contents of ESG

Article 5 The company adheres to the environmental guidelines of “Compliance with Laws
and Regulations, Clean Production, Energy Conservation and Emission Reduction, Green
Development”, and is committed to the production management in favor of ecological protection and
the control of climate change. The specific contents include:

(I) Deal with Climate Change

1. Management of greenhouse gas emission: The emissions of greenhouse gases during the



production and operation of the company shall be measured, reported and reduced, and a clear target
and implementation plan for emission reduction shall be formulated. In the work, due prudence shall
be maintained. The carbon emission level shall not be underestimated and the effect of measures for
carbon emission reduction shall not be overestimated.

2. Measures to adapt to climate change: The potential impact of climate change on the
company's business shall be considered, and a proper adaptation strategy shall be formulated, such as
strengthening the climate adaptability of infrastructure.

an Resource Utilization Efficiency

1. Energy management: The energy consumption shall be optimized and energy-saving
technologies and equipment shall be promoted. The opportunities for energy-saving shall be identified,
s0 as to improve energy utilization efficiency, and reduce energy costs.

2. Water resource management: The water resources shall be planed and utilized in a reasonable
way, so as to reduce the water resource waste. The water recovery and recycling projects shall be
implemented.

3 Raw material management: The procurement and use of raw materials shall be in a
responsible way, so as to promote the sustainable supply of raw materials, improve the utilization
efficiency of raw materials, and reduce the generation of waste.

(I1D) Pollution and Waste Management

1. Pollutant emission control: All environmental laws and regulations shall be strictly complied
with, and the pollutant emission shall be controlled. The pollutant emission level shall strive to be
reduced constantly.

2. Waste management: A proper system for waste classification, collection, treatment, and



recycling shall be established, so as to improve the recovery rate of waste, and promote the recycling

of resources.

3. Natural environment impact: Biodiversity, land use, water resources, and ecosystem services

and other relevant factors shall be incorporated into the ESG management.

Article 6 Adhering to the operation guidelines of “Strengthen Internal Management, Shape

External Image, High-Quality Services and Continuous Improvement”, and the occupational health

and safety guidelines of “People-Oriented, Respect Life and Health; Scientific Management, Comply

with Laws and Regulations; All Staff Participation, Emphasize on Continuous Improvement; Culture

Guide, Form a Long-Term Mechanism”, the company shall actively promote social sustainable

development through social responsibility practices. The specific contents include:

(I) Rights and Interests and Welfare of Employees

1. Employee health and safety: The safe and healthy working environment shall be provided,

and the strict occupational health and safety system shall be formulated and executed. The safety

training and emergency drills shall be organized, so as to ensure the physical and mental health of

employees at work.

2.  Employee development and training: Importance shall be attached to the career development

of employees, and the opportunities of training and promotion shall be provided, so as to enable

employees to enhance their skills and abilities, and achieve the growth of individuals and the

enterprises.

3. Diversification and inclusiveness: The diversified corporate culture shall be advocated, and

the opportunities shall be provided equally in recruitment and promotion, regardless of gender, race

and age, so as to create an inclusive working atmosphere and allow employees of all backgrounds to



fully exert their potential.

an Community Relationship and Public Welfare Undertaking

1. Community participation: The company shall actively participate in the building and
development of local community, communicate and cooperate with community residents, government
and other stakeholders, and provide jobs and other support for the community.

2. Public welfare and charity activities: The company shall carry out various public welfare and
charity activities, such as donations and targeted assistance, so as to improve the social image and
reputation of the enterprise.

1I1) Sustainable Supply Chain

1. Social responsibility assessment of suppliers: The company shall conduct social
responsibility assessment upon suppliers to ensure that they meet the requirements and standards of the
company’s value chain in respect of employment conditions, human rights protection and
environmental protection, and promote the sustainable development of the whole supply chain.

2. Cooperation and win-win in the supply chain: The company shall establish a long-term and
stable cooperative relationship with suppliers, work with suppliers to address social and environmental
challenges, and assist suppliers to improve their performance in social responsibility through technical
support and training. The company shall actively respond to the ESG-related demand of customers and
meet the requirements of ESG compliance in the value chain.

3. Due diligence of sustainable development for supply chain: The company shall establish a
stewardship system for the sustainable development of the supply chain, identify and assess
ESG-related risks in the supply chain, formulate and implement a risk response system, and ensure the

effective implementation of relevant systems.



Article 7 The company shall strengthen the control of legal risk and the compliance

management, enhance the ability of law-based governance, actively conduct the assessment on major

risks, and improve risk prevention and control in a professional way. The specific contents include:

(I) Anti-corruption Execution and Supervision

1. Policy and guideline formulation: The company shall define the red line of corrupt

behaviors, such as bribery and fraud, and formulate relevant compliance manuals, which shall include

the compliance requirements for global business.

2.  Employee education and training: The company shall conduct anti-corruption compliance

training regularly.

3. Management of suppliers and partners: The company shall conduct the supply chain

compliance review and conduct background investigation upon high-risk partners.

4. Reporting and investigation mechanism: The company shall provide the reporting channel

and protect the rights and interests of whistleblowers. The company shall conduct independent

investigation on reporting clues, and punish violations.

(II) Information Disclosure and Transparency

1. Financial and non-financial information report: According to relevant regulations and

guidelines, the company shall accurately report the financial and non-financial information to the

superior company and stakeholders, including the performance of ESG-related indicators, so as to

meet the demand of information users.

2. Information disclosure and communication: Through relevant channels, such as the official

website of the enterprise, the company shall conduct effective communication with stakeholders, so as

to enhance the transparency of the enterprise.



3. Marketing & advertising: The company shall ensure that all ESG-related statements are true,
objective and non-misleading.

1II) Risk Management and Internal Control

1. Risk identification and assessment: The company shall establish a complete risk
management system, so as to identify and assess various risks faced by the enterprise, including
market risk, credit risk, and operational risk, and determine their priority and response strategies.

2. Internal control system: The company shall improve the internal control system, so as to
ensure the legality and compliance of its operations, the safety of assets, the authenticity and
completeness of financial reports and relevant information, and improve the operational efficiency and
effectiveness of the enterprise.

Chapter 3  Organization and Duties

Article 8 The company shall set up an ESG Committee and formulate the Management
Regulation. The ESG Committee is a specialized body established by the Board of Directors, which is
mainly responsible for researching and putting forward suggestions on the long-term development
strategy and investment of the company, as well as the ESG work, and deliberating the Annual ESG
Risk Assessment and Management Report. The Committee shall be responsible to the Board of
Directors of the Company, and its proposals shall be submitted to the Board of Directors for
deliberation and decision.

Article 9 The composition of the ESG Committee is as follows:

(I) The members of the ESG Committee shall be composed of five to seven directors, including
at least one independent director.

(I) The committee members of ESG Committee are nominated by the chairman and elected by



the Board of Directors.

(I11) The ESG Committee shall set up one chief committee member, which shall be served
by the chairman of the company.

av) The tenure of the ESG Committee is the same as that of the Board of Directors. The
reelection and reappointment of committee members are allowed upon the expiration of the tenure.
During this period, if committee member does not act as director of the company, the committee
member will automatically lose qualification of committee member and the Committee shall
complement number of committee members according to this clause.

(V) The ESG Committee shall set up an ESG Office, which provides guarantee and professional
support for the daily operation and compliance performance of the ESG Committee.

Article 10 The main duties of ESG Committee are as follows:

(I) Deliberate the Annual ESG Risk Assessment and Management Report;

(I) Research and put forward suggestions on the long-term development strategy and investment
planning of the company;

(I1D) Research and put forward suggestions on other major matters affecting the development
of the company;

Iv) Other duties authorized by the Board of Directors.

Article 11 The main duties of ESG management in each department of the headquarters of the
company are as follows:

(I) Environmental Management

Supported by Equipment Engineering Center, Quality Management Department, Marketing

Center, and Research and Development Center, the Safety and Environmental Protection Department



shall lead to be responsible for the comprehensive management, coordination, inspection, and
supervision in respect of production safety, engineering construction, environmental protection, and
technical innovation in the ESG management of the company. The main duties include:

1. Formulate the annual ESG management plans for production safety, engineering
construction, environmental protection and technical innovation of the company, and be responsible
for promoting and implementing these plans;

2. Be responsible for the management of ESG indicators in respect of production safety,
engineering construction, environmental protection and technical innovation, including the collection,
statistics, audit, and adjustment of the indicators;

3. Complete the analysis of environmental topics, risk management, and the preparation of
special reports of the company;

4. Report matters related to environmental topics in ESG management to the management
layer, Board of Directors, and superior company of the company.

(I) Social Responsibility Management

Supported by Audit Office, Quality Management Department, Plan and Procurement Department,
Marketing Center, and Safety and Environmental Protection Department, the Organization and
Personnel Department shall lead to be responsible for the comprehensive management, coordination,
inspection, and supervision in respect of employee management, compensation and welfare, supply
chain management, product quality, customer management, community building, and public welfare in
the ESG management of the company. The main duties include:

1. Formulate the annual ESG management plans in respect of employee management,

compensation and welfare, supply chain management, product quality, customer management,



community building and public welfare of the company, and be responsible for their promotion and

implementation;

2. Be responsible for the management of ESG indicators, including collection, statistics, audit

and adjustment of indicators in respect of employee management, compensation and welfare, supply

chain management, product quality, customer management, community building and public welfare;

3. Collect the ESG information of value chain from channels such as customer feedback and

market research, and closely monitor the demands of stakeholders;

4. Complete the analysis of social responsibility topics, risk management, and the preparation

of special reports of the company;

5. Report matters related to social responsibility topics in ESG management to the management

layer, Board of Directors, and superior company of the company.

(IID) Sustainable Supply Chain Management

Supported by Marketing Department and Safety and Environmental Protection Department, the

Plan and Procurement Department shall lead to be responsible for the sustainable supply chain

management of the company, as well as the comprehensive inspection and solving of ESG-related risks

in the supply chain through regular assessment and supervision. The main duties include:

1. Formulate the supplier audit plan and be responsible for its promotion and implementation;

2. Identify and manage supply chain risks;

3. Complete the analysis of sustainable supply chain topics, risk management, and the

preparation of special reports of the company;

4. Report matters related to sustainable supply chain topics in ESG management to the

management layer, Board of Directors, and superior company of the company.
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av) Corporate Governance

Supported by Procurement Department, Strategic Investment Department, Finance and Resources

Operation Department, Organization and Personnel Department, and Safety and Environmental

Protection Department, the Audit Office shall lead to

1. Formulate the annual ESG management plans in respect of legal compliance, business ethics,

risk management and corporate governance of the company, and be responsible for its promotion and

implementation;

2. Beresponsible for handling the complaints related to supply chain stewardship;

3. Be responsible for the management of ESG indicators in respect of legal compliance,

business ethics, risk management and corporate governance, including the statistics, audit, and

adjustment of indicators;

4. Complete the analysis of corporate governance topics, risk management, and the preparation

of special reports;

5. Report matters related to governance topics in ESG management to the management layer,

Board of Directors, and superior company of the company.

Article 12 The ESG Office is located in Safety and Environmental Protection Department,

which shall coordinate and promote the implementation of the daily ESG management of the company.

The main duties include:

) Promote the building of the ESG management system in the company, establish and

continuously improve relevant systems, including the ESG key performance indicator system and the

sustainable development stewardship manual;

(I1) Formulate the medium and long-term ESG planning and annual work plan, and report
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the implementation status to the management layer, Board of Directors, and superior company of the
company regularly;

(I1D) Assist each production base to carry out ESG management, including energy
conservation management, green energy use, climate transformation, and social responsibility
management;

av) Assist the downstream customers to conduct the due diligence on the sustainable
development of the battery supply chain;

V) Organize the internal ESG training and related working meetings in the company;

(VD Organize to conduct the ESG practice activities and carry out the communication and
cooperation with stakeholder institutions;

(VID) Monitor the implementation effect of the ESG system, assess the ESG management
system every 12 months, and conduct interim assessment in the case of any significant change;

(VIII)  Carry out the assessment, identification and management of ESG impacts, risks and
opportunities;

(IX) Cooperate with all departments of the company to manage ESG information in the
value chain, including the collection, record, analysis and assessment of relevant information, as well
as report or disclosure;

X) Complete other works assigned by leaders.

Article 13 Each department of the headquarters of the company shall be responsible for
implementing the ESG management in its scope of duty, and designate a specially-assigned person to
be in charge of ESG management.

Article 14  Each production base shall define the director and leading department responsible
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for environmental management and social responsibility management, which is usually the Safety and
Environment Protection Department, Human Resources and Administration Department, and
Procurement Department, and provide a corresponding contact person, who shall report relevant

information to the ESG Office regularly.

Chapter 4 ESG Management Indicator System

Article 15 The company shall establish an ESG management indicator system and define the
content and duties under each indicator, and utilize the ESG management indicators as an important
basis for supervision, benchmarking research, report preparation, and rating improvement, so as to
achieve the closed loop of ESG management.

Article 16 The ESG management indicator system consists of important topic types, specific
ESG subjects, applicable rules and associated rules, corporate systems, data sources and evidence
materials. According to ESG-related rules, rating requirements, and the need of the company’s
development, adjust the indicator system.

Article 17 The ESG management indicator system of the company refers to the following
policies, regulations and international initiatives:

) Shenzhen Stock Exchange Guidelines No. 17 for Self-Regulation of Listed Companies -
Sustainability Report (Trial)

(I1) Ministry of Finance Corporate Sustainability Disclosure Standards - Basic Standards
(Trial)

(II1) Social Accountability 8000 International Standard (SA8000)
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Iv) Drive Sustainability: SAQ 5.0

V) European Sustainability Reporting Standards (ESRS) and associated rules

Article 18 The company directly executes the following ESG policy statements issued by the
superior company Sinoma Science & Technology Co., Ltd as the policies of the company:

) Sinoma Science & Technology - Occupational Health and Safety Policy Statement

(I1) Sinoma Science & Technology - Biodiversity Policy Statement

(I1D) Sinoma Science & Technology - Sustainable Supply Chain Management Policy

Statement
Iv) Sinoma Science & Technology - Environmental Policy Statement
V) Sinoma Science & Technology - Tax Policy Statement

(VD Sinoma Science & Technology - Code of Business Ethics Conduct
(VID) Sinoma Science & Technology - Human Rights Policy Statement
(VIII)  Sinoma Science & Technology - Anti-corruption Policy Statement

IX) Sinoma Science & Technology - Board Member Diversification Policy

Chapter 5  ESG Training and Exchange

Article 19 The ESG management training shall be organized regularly, including the internal
training of the company and the training for suppliers. The ESG concept shall be constantly enhanced,
and the ESG management abilities shall be improved, so as to improve the professional skills and
business levels of employees.

Article 20 The company shall carry out the ESG exchange activities to promote the
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cooperation and exchange with stakeholders and the resource integration.
Article 21 The company shall organize the benchmarking learning and topic research upon

the ESG management, so as to continuously improve the management level.

Chapter 6 ESG Information and Communication

Article 22 The company shall strengthen the management of ESG stakeholders, and establish
a proper mechanism for the communication and participation of stakeholders, so as to effectively
spread the ESG performance practices of the company and enhance brand awareness and influence.

(I) The official website shall be used to publicize the ESG policies and performance practices of
the company.

(I) The company shall strengthen the communication with the superior company, competent
authorities and industry bodies, and actively participate in forums and other activities organized by
professional bodies and associations, so as to enhance the voice and influence.

Article 23 Each department and production base shall constantly improve the communication
mechanism. The demands of stakeholders shall be timely informed to ESG Office, which shall respond
timely to meet the reasonable expectation and requirements of stakeholders for the ESG work of the

company.

Chapter 7  Supplementary Provisions

Article 24  Relevant terms in the Regulation:

(I) Stakeholders: Any group or individual that is affected by, or affects, the decisions and
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activities of the company, mainly including shareholders, employees, customers, government,
suppliers, investors, competitors, social organizations, media and the public.

(I) Important topics: Any topic that reflects any major economic, environmental, social and
governance issue of the company or has significant impact on the assessment and decision of
stakeholders.

Article 25 The Regulation will take effect on a trial basis from the date when it is approved
by resolution of the Board of Directors.

Article 26 The matters not covered by the Management Regulation shall be subject to
relevant national laws and regulations and the Articles of Association; In case of any conflict between
the Rules and national laws and regulations promulgated by the state in the future and the Articles of
Association amended by legal procedure, the relevant national laws and regulations and the Articles of
Association shall prevail. It shall be modified immediately and reported to the Board of Directors for
deliberation and approval.

Article 27 The Board of Directors of the company reserves the right to interpret the

Management Regulation.
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