Sustainable Procurement Policy Statement

Chapter1  Preface

1. In order to implement the strategies of green, low-carbon and sustainable development, and
to enhance the market competitiveness of our products, and ensure a stable, efficient, and
environmental supply chain, the Sustainable Procurement Policy is hereby formulated.

2. The Policy applies to our procurement activities all over the world, including the
procurement of raw materials, equipment, spare parts, and services.

3. The Policy aims to guide suppliers to follow the principles of sustainable development, and
pay attention to the requirements of environmental protection, social responsibility and corporate
governance (ESG) requirements, so as to jointly build a green, harmonious and win-win supply chain.

Chapter 2  Purpose

The company shall fulfill corporate responsibilities in respect of enterprise management,
environment and society, and carry out appropriate activities to achieve the sustainable development of
the enterprise, the society and the earth. Besides, through just, fair, green and responsible procurement
activities, the company will deepen the understanding of suppliers on sustainability, and enhance the
cooperation with suppliers in the field of sustainability, so as to ensure the cooperation of the supply
chain in the achievement of the company's sustainable strategy.

Chapter 3  Definition

Sustainable procurement: A procurement practice, aiming to support the long-term development

strategy of the enterprise by selecting and purchasing those goods and services with the minimum of

environmental damage and the maximum of social responsibility, including, but not limited to, the



assessment of the environmental management practices, social responsibility records, production
safety, product quality and durability of the suppliers, as well as commercial ethics and code of
conduct of suppliers, so as to ensure that procurement activities meet the current demand, and do not
impose any threat to the ability of later generations to meet their own demand.

Chapter 4  Principles

The main principles of sustainable procurement include:

1. Accountability: The company shall be responsible for the impacts caused on society,
economy and environment; As for procurement, the company shall be responsible for the impacts on
society, economy and environment, as well as the impacts on the organization's supply chain during the
life cycle of goods and services;

2. Transparency: Decisions and activities that have any impact on the environment, society and
economy shall be open and transparent; As for procurement, the procurement decisions and activities
shall be open and transparent, and the suppliers shall be encouraged to be open and transparent; The
openness and transparency is the foundation for the dialogue and collaboration among stakeholders;

3. Ethical behaviors: The company shall behave according to ethical norms and promote the
whole supply chain behave according to ethical norms;

4. Sufficient and fair opportunities: The company shall avoid any bias in all procurement
decisions, and all suppliers, including local suppliers and small and medium-sized organizations
(SMO), shall compete on the basis of sufficient and fair opportunities;

5. Respect the interests of stakeholders: The company shall respect and consider the interests of
stakeholders affected by the procurement activities, and respond to their interests;

6. Respect the rule of law and international norms: Efforts shall be made to pay attention to any



behavior that violate the rule of law and international norms in the entire supply chain; The company
shall actively encourage suppliers to comply with these laws and regulations, and assess the
compliance based on the demand of situation, and solve the problems found therein;

7.  Respect human rights: It is necessary to undertake the responsibility of respecting human
rights;

8. Innovative solutions: The company shall seek for solutions to achieve its sustainability goals,
and encourage the innovation in procurement practices, so as to achieve more sustainability
achievements throughout the supply chain;

9. Demand focus: The company shall implement the demand assessment, purchase necessary
products or services only, and seek for more sustainable alternative schemes;

10. Integration: The company shall ensure that the sustainability is incorporated into existing
procurement practices, maximizing the achievements of sustainability;

11. Full cost analysis: The company shall consider the costs generated throughout the life cycle,
the monetary cost-effectiveness, as well as the pros and cons of the procurement activities for society,
environment and economy;

12. Continuous improvement: The company shall continuously improve the sustainable practices
and achievements, and encourage all organizations in the supply chain to make continuous
improvement.

Chapter 5 Management of Procurement Process
1. Procurement Plans
(1) The company shall formulate the procurement plans in full consideration of the requirements

of sustainable procurement, and define the goals, scope and standards of procurement.



(2) The company shall categorize procurement projects and formulate a proper sustainable

procurement strategy for each category.

2. Supplier Management

(1) The company shall establish a supplier assessment system, and incorporate environmental

protection, resource saving, social responsibility and other factors in the assessment.

(2) The company shall carry out regular audit upon suppliers to ensure their compliance with the

requirements of sustainable procurement.

(3) The company shall establish long-term cooperative relationship with suppliers, so as to

jointly promote sustainable development.

3. Procurement Process

(1) When issuing the procurement announcement, the company shall specify the requirements of

sustainable procurement and guide suppliers to provide products and services according to the

requirements.

(2) The procurement documents shall include the clauses related to sustainable procurement, and

require suppliers to be committed to complying with these clauses.

(3) During the bidding evaluation, the performance of suppliers in respect of environmental

protection, resource conservation and social responsibility shall be fully considered.

4. Contract Management

(1) The requirements for sustainable procurement shall be specified in the contract, and the

responsibilities that the suppliers shall undertake shall be agreed.

(2) The supervision upon the performance of the contract by suppliers shall be strengthened, so

as to ensure that they provide products and services according to the requirements of sustainable



procurement.

(3) During the performance of the contract, the purchaser shall establish a supervision
mechanism to ensure that the supplier perform the obligations according to the requirements of
sustainable procurement as agreed in the contract.

(4) The company shall conduct regular on-site inspection or audit upon the suppliers to verify
the implementation and effectiveness of their sustainability management systems.

(5) The purchaser shall establish a complaint and handling mechanism to record and handle the
violations of suppliers in respect of sustainable procurement.

(6) As for the violations of the suppliers, the liabilities for breach of contract and remedies shall
be specified in the contract.

(7) If the supplier fails to meet the requirements of sustainable procurement during the
performance of the contract, the purchaser shall have the right to require the supplier to make
rectification and, if necessary, adjust the terms of the contract.

(8) If the supplier seriously violates the requirements of sustainable procurement or fails to
rectify such violation, the purchaser shall have the right to terminate the contract and hold the supplier
accountable according to the provisions of the contract.

(9) When the contract is terminated or changed, the purchaser shall ensure the continuity of the
supply during the transition period, so as to avoid any adverse effect on business operation.

5. Procurement Evaluation and Improvement

(1) The company shall establish a procurement evaluation mechanism, conduct regular
assessment upon the sustainability of procurement activities and make improvement based on the

results of such assessment



(2) Based on the assessment results, the company shall timely adjust the procurement strategy
and optimize the procurement process.

(3) The company shall draw on advanced experiences at home and abroad to constantly improve
the level of sustainable procurement.

Chapter 6  Sustainable Procurement Guidelines

1. Organization Governance

(1) We will establish an efficient procurement management system to ensure transparent, just
and responsible decision in procurement.

(2) The procurement process will follow the corporate governance structure of the company, so
as to ensure the procurement activities are in line with the strategic goals of the company.

2. Human Rights

(1) We respect and protect the human rights, and require the suppliers to comply with
international human rights standards and laws and regulations.

(2) We require the suppliers not to use child labor or forced labor and to guarantee the basic
human rights of employees.

(3) The suppliers shall respect the freedom of association and the effective rights of collective
negotiation.

(4) We require the suppliers to avoid discrimination against employees, respect cultural
differences of employees, and create the fair, inclusive and diverse working environment.

3. Labor Practice

(1) We require the suppliers to provide the fair, safe and healthy working environment, and

safeguard the legitimate rights and interests of employees.



(2) The suppliers shall comply with national laws and regulations, establish and improve an

occupational health management system, eliminate any hazard, provide the safe and healthy working

environment, and prevent the occupational diseases and occupational injuries.

(3) The suppliers shall implement the reasonable working hours system and compensation

policies, and prohibit the discrimination in any form.

4. Environment

(1) We are committed to prioritizing the environmentally friendly products and services in

procurement, so as to reduce the impact on the environment.

(2) The suppliers shall implement an environmental management system to reduce energy

consumption and pollutant emission (compliance, waste water, waste gas, waste, noises, hazardous

substances, etc.), and improve the resource utilization rate.

(3) Climate Change

The suppliers shall actively respond to climate change and take measures to decrease the emission

of greenhouse gases, and support the development of low-carbon economy.

5. Fair Operation

(1) We advocate fair competition and oppose any form of commercial bribery and unfair

competition.

(2) The suppliers shall comply with commercial ethics, respect intellectual property rights, and

maintain the market order.

6. Consumer Topics

(1) We require the suppliers to provide the high-quality, safe and reliable products and services,

so as to meet the demand of consumers.



(2) The suppliers shall establish an effective product quality management system, so as to ensure
that the products comply with relevant standards and regulations.

7. Community Participation and Development

(1) We encourage the suppliers to actively participate in community activities and support
community development.

(2) The suppliers shall pay attention to the public welfare undertakings in the community, such
as education, poverty alleviation, and environmental protection, so as to jointly promote the prosperity
of the community.

8. Due Diligence

According to UN Guiding Principles on Business and Human Rights, OECD Guidelines for
Multinational Enterprises and OECD Due Diligence Guidance for Responsible Business Conduct, and
ILO Tripartite Declaration of Principles concerning Multinational Enterprises and Social Policy, we
conduct the due diligence upon the supply chain and perform the responsibility of due diligence related
to human rights and environment, so as to prevent or minimize any risks of human rights and
environment.

Chapter 7  Requirements on the Suppliers

The suppliers shall accept and sign our Code of Conduct for Suppliers, which includes
internationally recognized basic ESG standards related to occupational health and safety,
environmental protection, labor and human rights, and responsible corporate governance, and shall
continuously make improvement.

Further, we require the suppliers to ensure the compliance of its subcontractors at all tiers with

such ESG Standards. We, as the principal, shall have the right to inspect the compliance with ESG



Standards, either in person or through third parties, with a prior notice.

Chapter 8  Supplementary Provisions

The Policy shall be interpreted by the Procurement Department. The Policy takes effect from the

date of issuance. The latest version shall prevail if change. The matters not covered by the Policy, the

supplementary clauses shall be made based on the actual circumstance.
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