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About this report

This is the second annual Environmental, Social and Governance Report (hereinafter referred to as “the Report”)
officially released by SHP Group. The report presents the Group’s system development and performances in

environmental, social and governance (ESG) matters, and objectively discloses the management and achieve-
ments of its sustainable development, in response to the expectations of all stakeholders and the public.

Reporting period

The Report focuses on the ESG management and achievements in the period from January 1,
2022 to December 31, 2022 (hereinafter referred to as “the reporting period” or “this year”).
Meanwhile, some information and data traced back to 2021 or earlier, or extended to 2023
are included to provide better comparability and perspectiveness.

™
Report boundary

The subjects of the Report are SHP Group and its principal subsidiaries, including ShyaHsin
Packaging Industry China Co., Ltd (Kunshan and Cixi plants), SHYAHSIN PACKAGING MEXICO
SA DE CV (Mexican plant), Copolymer & Cosmetics Technology (Kunshan) Co., Ltd., Qiandeng
Aluminum Oxidation Workshop of Suzhou ShyaHsin Plastic Factory Co., Ltd"., and ShyaHsin
Plastic Works Co., Ltd. Any other scope that differs from this will be explained in the Report.

EEE Reference guidelines

e The United Nations Sustainable Development Goals (UN SDGs) by 2030

* The Global Reporting Initiative Standards (GRI Standards) released by the Global Sustain-
ability Standards Board (GSSB)

e Environmental, Social and Governance Reporting Guide, Appendix 27 of the Rules
Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited

Reliability assurance

Allinformation and data disclosed herein have been reviewed and approved by the Board of
Directors on August 20, 2023, and verified by the external third party institution. See the
Annex for Assurance statement.

Designation

For ease of expression and comprehension, the designations in the Report refer to the following:

We, Company, Group for SHP Group

SHP (Kunshan) for ShyaHsin Packaging Industry China Co., Ltd.

SHP (Cixi) for ShyaHsin Packaging Industry China Co., Ltd. Cixi Branch

SHP CCT for Copolymer & Cosmetics Technology (Kunshan) Co., Ltd.

SHP QD for Qiandeng Aluminum Oxidation Workshop of Suzhou ShyaHsin Plastic Factory Co., Ltd.
SH (Taiwan) for ShyaHsin Plastic Works Co., Ltd.

SHP (Mexico) for SHYAHSIN PACKAGING MEXICO SA DE CV

Data resources

Information and data in the Report are sourced from the published governmental data,
relevant internal statistical statements, administrative documents and reports in SHP Group,
third-party evaluations, interviews and study reports. Some are traced back to previous
years. The monetary type and amounts herein are all denoted in USD, unless otherwise
specified. The Sino-US exchange rate is calculated as the yearly average exchange rate,
which is 6.730:1 in 2022, 6.452:1 in 2021 and 6.900:1 in 2020. See details at the website of
Internal Revenue Service, U.S.2

% Report access

The Report is released in the electronic edition, which is accessible on the Group's official
website: http://shpgroup.com/.

If there is any suggestions or queries regarding the report, please send an email to
xucui@shyahsin.com.
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Material issues

The Group has further improved material ESG issues after it understood focuses of stake-
holders deeply as it paid attention to national strategies and international dynamics, and
communicated with them via questionnaires, emails, interviews, exchange meetings,
etc., used as a benchmark internationally leading ESG standards and rating frameworks
(IFRS S2, GRI, TCFD, etc.), and sought support from external experts. The process to identi-
fy material issues was developed with a reference to Global Reporting Initiative Standards
(GRI3: Material Issues 2021), specified as follows:

g — =
= °£9
—- Determining ‘ ‘ Evaluating ‘
the issues the issues
+ Internal discussions;  Evaluate the severity and
» Support from external experts; > likelihood of negative impacts; >
« GRI, SASB, and other guidelines; + Evaluate the significance and
- Peer to peer benchmarking; likelihood of positive impacts;
* Internal and external survey « Sort the issues by priority :
questionnaires .
1
% % .
:
1
1
1
= © -
1
1
_® ‘ Conclude a ‘ m ‘ The Board verifies ‘ :
judgment result the issues v
 Disclose the matrix of material * The Board verifies material
issues; issues;
- Determine key ESG issues to « The Board approves material
be disclosed (Process to issues
evaluate material issues)
% %
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SHP Group makes subtle adjustments to material issues according to the annual retro-
spect, and organizes the symposium and interview at least every three years, in endeavor
to ensure that the issues in the interest of the Company’s development are implemented
on track. Despite no critical adjustment to the issues of the year, importance of some
issues was tuned slightly according to questionnaires for 2021 ESG Report and interviews
between external experts and internal managements. The matrix of adjusted issues is
prOVided below: 3-Waste management

4-Management of poisonous and hazardous substances

v Material issues form

T-Water resource management

2-Energy management

High . . .
5-Actions against climate change

7 6-Green packaging and materials

7-Human rights and labor interests

18 16 13 3
8-Employee training and cultivation

9-Diversity and inclusiveness
17 8 o 2 10-Health and safety
11-Product responsibilities
12-Supply chain management
° 13-Services for clients

1 T4-Investments to communities

15-Corporate governance

/ I1ssues of concern for external stakeholders /

5 16-Business ethics
17-Risk management
18-Compliant operation

@ 19-Information security

20-Technological innovation and intellectual property right management
Low A\ High
/ Issues of concern for internal stakeholders /

*Issues of high importance are highlighted.



v Explanations to issue changes

Changed issues in 2022

Original issue in 2021

Adjustment

Rational

Environmental

Energy management

Energy management

Upgraded importance from
moderate to high

SHP Group put more emphasis on energy management
by formulating targets relevant to energy consumption
and practicing with a series of activities.

Management of poisonous
and hazardous substances

Management of poisonous
and hazardous substances

Degraded importance from
high to moderate.

SHP Group adjusted the priority of poisonous and
hazardous substances downward on a temporal basis
because its compliant disposal can be maintained; the
priority will be reconsidered when facing great
opportunity in the future.

Actions against climate change

Climate change management
Low-carbon technology

Incorporated into one

Climate opportunity is an issue pertaining to actions
against climate change, thus incorporated into the latter.

Green packaging and materials

Newly added issue of
importance

SHP Group set a goal to be achieved in green packaging
and material development, and viewed it as a critical
opportunity of development in the future. Thus, the
issue of such importance was added.

Supply chain management

Supply chain management

Upgraded importance from
moderate to high

Strategic customers raise higher requirements to SHP Group
supply chain, especially EcoVadis who attaches greater
importance to the issue. Accordingly, the importance of
supply chain management was enhanced.

Investments to communities

Social welfare and charities

Changed the name of issue

To keep consistent with the international wording

Information security

Information security

Upgraded importance from
moderate to high

Blackstone, the investor, attaches great importance to
corporate information security and governance.
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v Communication with stakeholders

The Group has enthusiastically communicated with stakeholders, by constantly improving the information transparency, supporting stakeholders to engage in the Company’s ESG
governance, to respond to expectations and requests of stakeholders to build a harmonious and stable long-term cooperation relationship.

Stakeholder Expectations and requests Communication channels Stakeholder Expectations and requests Communication channels

+ Compliant operation
+ Paying taxes according to law
+ Energy management

+ Water resource management

+ Information disclosure

« Inspection and supervision

+ Privacy protection
+ Quality control

+ Product responsibilities and security

+ Client communication and

complaint mechanism

* Customer research

+ E-mail correspondence

+ Wast t + Conferences Clients * Green product
Government and aste managemen + Conferences
supervision + Pollutants discharge management
Institutions + Actions against climate change
+ Supply chain management - Factory visit
e

A
568

Investors and the
Board of Directors

- Corporate governance

« Compliant operation

* Business ethics

+ Information publication

+ Risk control

+ Energy management

- Water resource management

+ Waste management

+ Pollutants discharge management

+ Actions against climate change

+ The Board of Directors

+ Investors communication

meetings

+ On-site investigation
+ E-mail correspondence

« Conferences

Suppliers

« Compliant operation
* Business ethics

+ Risk control

- Teach-in
+ E-mail correspondence

+ Suppliers conference

s

+ Guarantee of human rights and

equal employment

+ Employees’ health and safety

+ Remuneration and welfare

- Labor Union

- Employee communication

mechanism

Employees * Promotion and capability - Employee satisfaction survey
development
+ Public welfare activities in
. o . community

& é\ - E-mail correspondence - Social participation and investment o

- ESG Rating . + Volunteer activities
\9 & - On-site investigation - Welfare, charities, and volunteer ) o

- ESG System Certification . . . i + Media communication
hird-part - Conferences . Environment for residents . i .

T party Community - Community communication

service institution

with residents
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ESG progress tracking

SHP Group, committed to corporate sustainable development, defined its ESG goals in 2025, including the annual goal, and it took positive strategic measures to contribute its
efforts in the achievement of national “carbon peaking and carbon neutralizing” goals (dual carbon goals). ESG goals are realized as follows:

Issue category ESG goals 2020 (Benchmark) 2021 2022 Target (2025)

Economic Annual production value (PV) per person
. . KUSD/person 49.62 62.04 69.11 57.06
performance continuously increases by 15% P
Anngalprodu}ctlon value (PV) per unit KUSD/m?2 1.02 152 1.89 112
continuously increases by 10%
Environmental GHG emissions per unit of production
value (PV) reduces by 25% Ton/KUSD 0.43 0.36 0.24 0.32
Water consumption per unit of
. Ton/KUSD 215 2.10 1.83 1.94
production value (PV) reduces by 10% /
The output of hazardous waste per unit of
production value (PV) decreased by 25% kg/KUSD 8.71 9.36 10.97 6.53 -
Total excessive material consumption % 0.88 0.61 0.64 0.79
reduces by 10%
Proportion of recyclable containers used % 5.00 8.00 13.49 30.00 -
Propgrtlon of product; used as a % 8.33 35.00 50.00 100.00 N
solution for PCR materials
P ti f products with a “3R""
roportion of products with & % 10.00 20.00 40.00 100.00 -
concept
Proportion of clean energy used % 0 0 218 25.00 -

Completed — Ongoing



Issue category ESG goals 2020(Benchmark) 2021 2022 Target (2025)

Social Rate of localized parts % 64.15 65.03 72.87 80.00 -
Contracting rate with ESG supplier % 0 10.00 45.00 100.00 -
Proportion of disadvantaged employees’ % 3.34 4.267 6.30 5.00
Hours of volunteers providing services Hour/year 0 5,817 19,089 10,800
each year
Reach consensus on ESG concept with Responded to the ESG Responded to the new To keep consistent
stakeholders P - - policy of the ESG policy of the with the customer’s
important customer important customer ESG policy
Corporate Proportlon of female independent % 16.67 1818 1818 30.00 N
governance directors?
Proportion of female management? % 40.00 26.32 26.08 39.00 -
£ l - o 100.00 (management),
Coverage of compliance training % 0 100.00 (management) 100.00 (management) 80.00 (base level) -
] Made initial efforts to To keep consistent
Srsatdl;;a;ly improve the ESG governance ) ) B establish Sustainable with Blackstone
yste Development Commission investment policy
Completed — Ongoing
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v Certification and rating’

Organizational entity SHP (Kunshan) S (@) SHP CCT SHP QD SH (Taiwan) SHP (Mexico)
Environmental certification

ISO 14001 O ® ® ®
ISO 50001 ®

ISCC PLUS O) ® O
GHG verification certification @®

Certificate of green product carbon

footprint evaluations C

1SO 9001 O) ® O
1SO 45001 @ O
SA 8000 @ ®

CNAS Certificate O

1SO 27001 O

1ISO 37001 O

Cybervadis @

Intellectual property management system O

EcoVadis Silver medal Bronze medal
CDP climate change score B

CDP water resource safety score B

*Certification documents are detailed in Annex.
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Message from the CEO

CEO GUAN Ye In 2022, amidst a complex and challenging global landscape, with the global economy mired in a recessionary cycle and climate risks growing ever more pronounced,
corporate development faced escalating uncertainties and challenges. This made sustainable development and the embrace of ESG principles an imperative choice in the
current scenario. Despite facing increasing external pressures, SHP Group defied the odds and surged ahead, achieving rapid and impressive growth. The last year
witnessed its annual output reaching 69.11 KUSD/person, rapid growth in North America, and smooth operation of Mexican plant phase 1 - a critical step it moved toward

regionalization. It showed strong resilience in a world of changes. In early 2023, SHP (Kunshan) submitted SBTi Commitment Letter and set targets for scientific emission

reduction on a gradual basis. In addition, we participated in CDP questionnaire survey and got an improvement from B to B - in climate change score; in EcoVadis rating,

SHP (Kunshan) was granted a Silver medal, and a Bronze medal was given to the plant in Mexico.

Work toward robust operation,
construct ESG governance system

SHP Group is governance-oriented. The Group plans to establish an ESG
governance structure in 2023, which is expected to be a top-down system with
the implementation expected to take place in the fourth quarter and we are
aiming to continuously enhance the ESG governance system. Meanwhile, we
attach great importance to information security protection and have obtained
ISO 27001 certification, as well as passed the CyberVadis cybersecurity audit.
In addition, we continually strengthen intellectual property protection and
have obtained accreditation of intellectual property system.

Protect lucid water and lush mountains,
build a beautiful home

In active response to the strategic “dual carbon” goals of our country, we
spare no efforts to create a green industrial chain. To the end, we explore an
R&D design of sustainability, build EcoBlue, a brand providing sustainable
products, and try to use more green materials. We have made achievements
in aspects: increasingly raised PCR product sales with a revenue of 8.23%;
initial progress in energy saving and consumption lowered, large emission
reduction per unit of output; photovoltaic power connected to the grid, green
capital expenditure making up 7.7% of the total in 2021-2022. As we advocate
green office, every employee plays a role in our sustainable development.

Collaborate with partners,
create long-term interests

We are committed to a supply chain we are fully responsible for, managed in
a closed loop manner in which suppliers are monitored from their access to
exist. In 2022, the rate of ESG contracting between us and our suppliers was
about 45%. With an effort in the digital and intelligent integration of the
supply chain, we endeavor to provide a supply chain resilient to risks. Also, we
timely responded to the need of customers, i.e. 3D printing machines. What
we have done clearly reflects our willingness to co-create long-term interests
with all suppliers, customers, and other partners.

Stick to be people-oriented,
assume corporate responsibilities

SHP Group is a company that always puts first basic human rights and occupa-
tional heath and security of its employees. Stick to compliant employment, it
is active to create a working environment that is equal, inclusive, and diversi-
fied for employees. In the aspect of security, the Company constructs and
improves a security management system, and holds various security practices
and training so that employees can develop a firm awareness of security;
identifies and removes potential security hazards on a regular basis to
minimize risks. In addition, it focuses on the growth of employees, and
ShyaHsin College was founded which works to provide a sound talent cultiva-
tion system; and multi-channel promotion, together with incentive mecha-
nism in dimension, empowers employees to grow comprehensively. SHP
Group also cares for children in areas suffering from poverty, making its
contribution to a harmonious society of joint development.

Looking forward to the future, SHP Group practices ESG development concepts all the time and assumes its social responsibilities for green
high-quality development, building itself into a cosmetic package provider with a growth mindset and international competitiveness.
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Environmental, Social and
Governance Report

1 About SHP Group

SDGs in this Chapter

DECENT WORK AND INDUSTRY, INNOVATION
ECONOMIC GROWTH AND INFRASTRUCTURE

Material issues in this Chapter

e Market performances
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About SHP Group

1.1 Company profile

SHP Group is a professional company focusing on technological innovation of cosmetic packag-
ing containers, providing internationally known companies with full-process (integrated R&D,
upgrade and manufacturing) solutions. As a provider of cosmetic and skincare packages, SHP
Group puts emphasis on product innovation and research, not only on the appearance and
function but packaging materials that are selected more as recyclable and reusable materials
exerting less influence on the environment; and it builds a green packaging brand, empowering
its customers to realize values, which is accepted and supported by customers in Europe, Ameri-
ca, Japan, South Korea, etc.

Established Taiwan Established SHP Established SHP CCT

aHsnE > SHP -

SHP Rebranding

ShyaHsin Plant (Kunshan)
[ (] [ J
New Plant Acquired by SHP (China) Cosmetics
in Mexico Blackstone Packaging Headquarters
° 1 ° 1 °
I |
I |
I |
l l
Cixi Plant l Phase 2 in Mexico | Expansion
established : | In Europe
in Zhejiang w |
I |
I |
I |
I |
I |
I |
| |

Product and Service Our People Appendix

v Product combination

]T Cosmetics

e L I i C 4

I A M

Eyeline pen Make-up brush Lip gloss

% Skincare

g;\ W i e®g

] .
(¥ 8 mmhl
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About SHP Group

Governance

Environment

Product and Service

1.2 Strategic business layout

Committed to building itself into a supplier
serving customers all over the world, SHP
Group continuously expands international
businesses and builds a global chain of
value. SHP Group is headquartered in
Kunshan, Jiangsu, and as it tries to play a
valuable role in other places worldwide, it
constructs production bases, warehouses,
sales offices, R&D and design centers in
America, Mexico, France, etc. It aims to
develop into a world-class cosmetic pack-
aging company by improving its capabili-
ties of research, production, marketing,
and logistics with continuous efforts.

SHP (Mexico) Plant was successively put
into force in 2022, really impressing its
customers with amazing construction
speed and modern management, which is
a critical step for it to embrace globaliza-
tion and regionalization. Given the rapid
business growth in North America, the
Board of Directors has decided to launch
Mexican Plant phase 2 in 2023, which will
further improve its position in the global
cosmetic packaging industry.

US EAST
°

US WEST
°

°
MEXICO

® SALES OFFICE

USA - Los Angeles, New Jersey
EUROPE - Paris
CHINA - Kunshan, Shanghai, Taiwan, Hong Kong

£ orondll \

|| ecovadis
Sustainabilty

EUROPE
)

\E

e MANUFACTORING SITE

CHINA - Kunshan, Cixi
MEXICO - Mexico City

Our People Appendix

L] 3 4
° suvell Y

2022
“\ ecovi j
Q. [sustainabiity

7> GLOBAL FOOTPRINT PLAN

Step 1: Mexico-completed
Step 2: Mexico-projected
Step 3: Europe-projected



About SHP Group
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1.3 ESG values

SHP Group develops its own industrial values based on its under-
standing of ESG values, namely, sustainability, harmony, and
promotion, and depending on the values it works out a develop-
ment route which is to benchmark and integrate UN SDGs, actively
promote global sustainable development and seek a win-result
between business interests and environmental and social values.

SHP (Kunshan) participated in EcoVadis sustainability rating again in
2022, and maintained the silver medal, ranking among the top 9% of
global cosmetic packaging manufacturers with its total points. SHP
(Kunshan) scores were increased after it optimized and corrected
2021 weak links, including an increase of 10 points in sustainable
procurement comparative to 2021. This year is the first year SHP
(Mexico) took part in the Ecovadis evaluation and was granted the
bronze medal. The Group will continue to learn from its best peer
and take it as an example, continues to improve its performances in
sustainable procurement, environment, labor & human rights, and
ethics, and respond to the expectations of its customers and inves-
tors with more excellent achievements.

ecovadis ecovadis
SHYA HSIN PACKAGING INDUSTRY (CHINA) CO LTD (GROUP) SHYAHSIN PACKAGING MEXICO SA DE CV

e

Sl

[ eE?.:fSE.iS’

Governance

syied sanjep

uJaduo0d Juenodwi 10 sanss|

0
o
=
=
m
wn
°
o
]
Q.
=}
(e}
[a)
>0
QO
el
=L
m
=

s$5As NN

Environment

Product and Service

Our People

QS
e

Sustainability

e Pursue low-carbon
development to start
sustainable future

e Energy management

« Waste management

e Green packaging and
materials

* Green production
e Green product

6 CLEAN WATER
AND SANITATION

v

13 oo

L4

Harmony

* People-based and clarify
corporate responsibilities

e Human rights labor interests

e Health and safety

e Employee training and
cultivation

e Employees’ rights and interests
« Employees’ health and safety
« Employees’ cultivation

3 'GODD HEALTH 4 v
AND WELL BEING EDUCATION

/v | N

GENDER DECENT WORK AND Iu REDUCED
EQUALITY ECONOMIC GROWTH INEQUALIIES
-~

S| af | =

=0
==

Promotion

» Focus on values to create
high-quality brand

e Product responsibilities
« Supply chain management
« Services for clients

* Product quality control
e Supply chain management
¢ Services for clients

9lermimne | 12 tasaen

& |CO

Is [ 117 s e
AND STRONG: FORTHE GOALS
INSTITUTIONS

Y,

Appendix
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About SHP Group

1.4 Construction of values

Core values are what talents grow with. After rounds of analyses and discussions,
the Company released its new core values in February 2022. SHP Group hopes to
spread its values and concepts, and include those in the annual performance
assessment so that every employee can work with the original customer-centered
and result-oriented intention, and stick to the spirit of pursuing innovation and
truth. The Company enhances collaboration among employees and creates
long-term interests in its employees.

C_—J customer first

Externally focus on customer, internally focus on production shop floor

Jo
Jo

Teamwork

O

Open and inclusive, learn from other’s strong points to offset one’s weakness,
humbly accept suggestions, bravely undertake responsibilities, work together

Do
Do
Do

Realistic and pragmatic

Honest and righteous, stick to principles, be practical and realistic

(0

O
O

Results-oriented

So said, so done, and mission must be reached

T

Continue improvement and innovation

Today's best performance is tomorrow’s minimum requirement. Bravely
challenge yourself to undertake new tasks. Unafraid of Changes

of

Environment Product and Service Our People

and capabilities

As it expands its businesses, the Company must accelerate the building of capabil-
ities in all aspects in order to meet market and expansion requirements. SHP Group
depends on the current business system to enhance five capabilities in Global
manufacturing capability, Global business expansion capability, New project
enforcement capability, Leading technology and Strong organizational capability,
and it is committed to leading the global cosmetic packaging industry in 2024.

/ \
/ \
| Vision |
\ !
\ /
\\ //
T Creating a Chinese-led
globalized enterprise
// \\\
/ \ .
! Target T T Health Harmony Richness
\\ /I
\\ // ''''''''''''''''''''''''''''''''
Global manufac- Global business New project enforce-
turing capability expansion capability ment capability
PR perfect order service key account management smooth mass production
,7 N — product management
/ \
\
| Capabilities | —f—s === = = == - o — o ____.
\ !
Y S Leading technology:
S-= product design, plastic molding, decoration process, novel materials
Strong organizational capability:
employees’ skills, employees’ mindset, employee governance

Appendix
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1.5 Honors and recognition

SHP (Kunshan) is an advanced automation manufacturer with a huge growth potential, especially supported by the government, and it was successively accredited as one of the
“First New high-tech Enterprises” in 2022. SHP (Kunshan) maintains high investment in the development of core proprietary intellectual property and enjoys the preferential tax
rate of 15% for high-tech enterprises' income tax and the policy of 100% additional deduction of R&D expenses, which provides a new impetus to its subsequent sustainable development.

Year Participating/awarding unit Award Certificate

= CPC Working Committee in Kunshan Economic and Technological Development Zone

2023 ) ) ; ] Output Contribution Award
= Management Committee in Kunshan Economic and Technological Development Zone
. - . &
= Jiangsu Provincial Department of Science and Technology
2022 - Department of Finance of Jiangsu Province Certificate of New High-tech Enterprise ean ananse e e
- Jiangsu Provincial Tax Service, State Taxation Administration &

- Safe Development and Environmental Protection Association in Kunshan

2022 Economic and Technological Development Zone Governing Unit

15
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In addition, SHP (Kunshan) was rated as class A according to working requirements and rating meth- v Key performance
ods specified by Kunshan Municipal Party Committee Office and Municipal Government Office in Imple-

mentation Plan on Further Deepening Intensive Resource Reform in the Industry and Enterprise Using Compre-
Government subsidies obtained by In 2022, the
SHP Group in 2022 administrative
penalty amount
Unit: KUSD involved by SHP
Group is

( / . Differential. ::::::::: ------------ 7/ 0 uUsD
\ Good news: PR Z
g SHP (KUnShan) was overall Class C and D enterprises: %

permitted annual 7.

- ssess s class A ) ) emissions are reduced by LE X 136.8
1 assessed as cla « Selling price of 20% and 50%, respectively ///

‘ pipeline gas ?

Class C enterprise: 15% added per cubic meter ?

. Sewage Class D enterprise: 30% added per cubic meter /
disposal cost

hensive Rating, and it is allowed to enjoy the best privilege in urban land using tax, electricity price,
sewage disposal cost, pipeline gas selling price.

SHP Group Other Subsidiaries ~ SHP (Kunshan)

Class C enterprise: 15% added per cubic meter
Class D enterprise: 30% added per cubic meter

Selling power

price
Unit: %
Class C enterprise: RMB 0.15 added per Khw
Class D enterprise: 0.30 added per Khw
\ 7
Human capital-related
= Urban land @ subsidies
use tax

Class A enterprise: RMB 1.2 per m2
Class B enterprise: RMB 3 per m2
Class C and D enterprises: RMB 5 per m2

SHP Group was rated as class A according
to working requirements and rating
methods specified by Kunshan Municipal
Party Committee Office and Municipal
Government Office in Implementation Plan
on Further Deepening Intensive Resource
Reform in the Industry and Enterprise Using
Comprehensive Rating.

Foreign trade promo-
a tion-related subsidies

M Freight subsidies

M Environmental responsi-
bility-related subsidies
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About SHP Group

SHP Group places great importance in industrial experience exchange and shar-
ing. We actively participate in international exhibitions to gain a deep insight into
customer needs and the latest industrial trend, which also empowers us to provide
optimal packaging solutions. We took part in LUXEPACK NEW YORK, Make Up in Los
Angeles, China Beauty Expo (CBE), and Shanghai International Beauty and
Cosmetic Expo, in which it presented its new products and innovation advantages,
and discussed the cutting-edge technology with peers to learn and understand
new design trend.

Governance

Environment

Product and Service

Our People

Appendix

Year Participating/awarding unit Industrial Accreditation Certificate
2023 China Beauty Expo (CBE) Outstanding CBE Supplier
£ \ 1
Y
) ) China Top 100 Cosmetic I e
2022 China Beauty iPDM Expo . . oA
Packaging Enterprises PRI A
rig e
. ) . Bluerose Award - 2022
2022 China Cosmetics Summit .
Packaging Influencer
2022 Paris Packaging Week PCD Innovation
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Environmental, Social and
Governance Report

2 Governance

SDGs in this Chapter

INDUSTRY, INNOVATION ‘IG PEACE, JUSTICE
AND STRONG
INSTITUTIONS
.

2

‘I PARTNERSHIPS |
FOR THE GOALS

AND INFRASTRUCTURE

Material issues in this Chapter

e Compliant operation
e Corporate governance

Business ethics

Information security

Technological innovation and intellectual property management
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2.1 Corporate governance

Anti-corruption

SHP Group, adhering to integrity and ethics, requires its employees in entirety to
follow laws and regulations in places and countries (regions) where the Company
is based in relative to anti-money laundering, anti-fraud, business secret protec-
tion, forbidden commercial bribes, etc. The basic anti-corruption policy is estab-
lished as follows:

e Zero tolerance of any bribe, kickback, or other corruptions, directly or
indirectly via a third party, including all behaviors forbidden by the
in-house code and literally by laws;

e No employees are allowed to provide anyone with valuable items
(including gifts, treating or entertaining) for improperly seeking or
keeping business interests. Also, they can not seek or accept improper
payments.

We have formulated in-house management system, including Business Behaviors
and Ethics, Employee Manual, and Commitment Letter, and aligned ourselves with the
highest business ethical standard, to regularize employees’ behaviors following
integrity and ethics. Anti-corruption work is directly managed by the Board of
Directors and Department of Administration and Management. The work is daily
monitored by the Regulatory Department, and the audit of monitoring records is
carried out regularly. The compliance training against corruption is provided for
staff at least once annually, all of which is designed to protect our good reputation
and goodwill. See Annex Key ESG Performances for detailed training performances.

Environment Product and Service Our People Appendix

In addition, we have established a communication channel for business ethics
issues and encourage employees to report relevant business ethics violations via
email or the employee feedback hotline, which will be received and investigated
by the top human resources supervisor or the Group’s Legal Department. The whis-
tleblower and the investigation process will be kept strictly confidential.

Indicators Unit SHP (Kunshan)

Number of corruption litigation cases Case 0

Number of business ethics violation cases reported

- Case 0
via internal or external reporter procedures
Percentage of employees accepted business o 100
ethics training ’
Percentage of third-party due diligence % 100
Percentage of operating sites that accepted internal o 100
0

audit or risk appraisal regarding business ethics
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Anti-unfair competition

SHP Group strictly abides by domestic and foreign laws and regulations, such as the Contract Law of the
People’s Republic of China, the Anti-Monopoly Law of the People’s Republic of China, and the Anti-Unfair
Competition Law of the People’s Republic of China. In 2022, the Company modified policy documents to
include key personnel in business, R&D (developing, molding), and critical workers from Production Tech-
nology Department in the competitive management, which is to avoid improper competition and business
loss if those workers leave the Company and use its business secrets, customer resources or other specific
expertise and experience they acquired when they worked here to compete with SHP Group.

In order to build an honest and fair competition mechanism and stop improper competition, we encour-
age stakeholders to report any clue they find related to improper competition.

Conflicts of interest

In careful accordance with the Company Law of the People’s Republic of China, SHP Group formulates a regu-
lation on the possible interest conflict occurring among employees. The basis policy is provided below:

e Any employee must disclose to CEO and CHRO in writing the interest conflict that may be
real, potential or considered by the external as existed

During the reporting period, SHP Group surveyed 171
r):% employees who were involved in the conflict of
(ﬂ interest and required them to sign a disclosure sheet.

1 71 employees

Environment

Product and Service Our People

Compliant operation

SHP Group is disciplined and operates compliantly. It
improves compliant competition and in-house control
systems by formulating management regulations, developing
a compliance culture and preventing compliance risks. The
Company collaborates with suppliers to realize compliant
management and tax legally as per laws and regulations and
regulatory requirements in China and other operation bases.

In the development of compliance culture, we provide regular
training to enhance employees’ awareness and ability to
comply; in the compliance system, we surveyed 171 employ-
ees at core and sensitive positions (including procurement,
development, operation, etc.) and asked them to sign a
disclosure sheet in 2022, to protect the Company’s interests;
as for the reporting channel, we open the Ding Talk hotline
and complaint email, encouraging internal and external
persons to monitor and report our non-compliant operation,
and we protect the reporter. The Regulatory Department will
make investigations after receiving a report.

SHP Group is a globalized company, and its Mexican base
hires an external local lawyer who provides professional
support for its healthy operation, which is to maintain the
compliant operation in an overseas plant.

Appendix
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Information SECUI’Ity v SHP Group information security management policy

SHP Group built a sound and perfect network

and information security protection system o— Adhere to rules and laws / Be honest and professional / Satisfy the customers

v —_—

for the sake of its real businesses as it viewed L_/ Standardize management / Guarantee security / Improve continuously
the protection as an important part of its

development strategies, which was consis-
tent with national laws and regulations,
policies and regulatory requirements, and

referred to international standards and the . . ) )
) ) ) v SHP Group information security and privacy management target
best industrial practice.

To ensure that all confidential data (including electronic documents and discs) are not leaked, and that secrets and
confidential information are not disclosed to non-authorized personnel.

Zero serious information Important information system Not less than 2 sessions of information
security accident occurs accessible rate is not less than security training for critical posts are
every year 99% throughout the year provided throughout the year

0.. 99% .
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Information security organization structure Information Security .
2 8 Management Committee g Supreme managers

SHP Group set up the Information Security Management

Committee consisting of top managers, manager represen- e Be responsible for the general management and e Propose strategies for information security policy

tatives and division leaders, which functions as a leading promote the enforcement formulations

body making decisions on information security, responsible * Formulate information security policy and set the e Assign manager representatives and define their
' management target roles and rights

for the information security in the whole Company. The
committee established a group accountable for review on
information asset assessments and communication with
the information asset unit in full charge, ensuring the infor-

* Hostthe management evaluation
e Be responsible for information security in general

mation security work is conducted in order. ey
o®lo  Manager representatives @\ Information Department
Information Security Management Committee o Asmst top ménagers t.o build, practlce, check and . Survgy and hanc.ile |nform§t|on securlty acad.ents
improve the information security management system e Monitor the routine operation of the information
e Organize information security risk assessments and security management system
* Review and verify acceptable risk value, risk risk management e Account for the Company's network security
assessment results, risk improvement plan e Organize internal information security review and management
and control measures inspection

e Monitor information security accidents and ensure
control measures are implemented

Information Security Group

o Review the risk assessment results of @ ?, L
information assets, give suggestions on T (@ Divisions
control measures for items exceeding the
acceptable risk value, and issue a risk
improvement plan

o Effectively practice information security policy, target, and strategies in the division, monitor and check

e Review and verify problems found in the internal assessment of information security management system,
management evaluation, and other inspections, and take corrective and prevention measures

e Survey and coordinate information security accidents
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Information security management system

With reference to the Cybersecurity Law, the Personal Information \
Protection Law, the Data Security Law, SHP Group, highly bench-
marking requirements of ISO/IEC 27001:2022 information security
management system accreditation, formulated policies and
systems suitable for all employees, outsourcing service providers

< SHP Group conducted information security training

o . . . . . Information security training was organized by the Information Department, with
and visitors, including Information Security Management Policy, ) ) T ] L S o )
. . . . . Business, Finance and Administration Divisions participating. In combination with such
Information Security Management Manual, Information Security Risk . . L L
. o common scenarios as hacking and phishing, the training informed employees of form-

Management Regulations and Application System Management ) . o o . . ) . .
. . . . . ing security habits in daily life and explained regulations on violation punishments,
Regulations. The Company established a full life-cycle information . . o
. . . . designed to enhance the awareness of security and guarantee the Company’s informa-
security management system, information security technology i .
. . . . tion system security.

system, and information security operation system for better
security visualization, threat detection and coordinated defense,

to guarantee the Company’s information security.

SHP Group provided Instructions and Guide to Network Information
Security Events, which specifies prevention measures for working
environments, office computers, account passwords, e-mails,
internet use, USB use, etc. In order to avoid risks from human
errors and intentional or natural hazards, the Company used
systematic controls with respect to policy formulation, implemen-
tation, audit and review, organizational structure and software
and hardware functions, and followed the PDCA model to gradu-
ally do, reflect, optimize, rectify, and improve. It worked out an
information security assessment mechanism during business

expansion, research testing, and routine operation.
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Management and control over
information security risks

For sound and orderly information security
development, the Company prepared proce-
dure documents, such as Information Risk
Evaluation and Management Procedures, Regula-
tions on Business Continuity Management, and
Information Security Accident Reporting and Risk
Handling System, completed a long-acting
information security mechanism, organized
regular pressure tests and drills, to effectively
reduce information security risks.

The Company made real-time monitor and
management of attacks and threats, bugs and
weaknesses, and key security events, retro-
spected with weekly and monthly reports, and
handled risks through a combination of
prevention mechanisms, automatic warning
and emergency response during the occur-
rence and risk tracking, identification and
detecting. In addition, the Company encour-
aged employees to report identified suspected
accidents in real time.

About SHP Group

Governance

Environment Product and Service
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review meeting

security management system

Target Description Cycle Realized

@ Vulnerability Vulnerability analysis and management: identify security bugs in Once a vear Yes
scanning (global) the system with priority ranking and provide a guide to bug fixes 4
Information security . L .

) e Arrange the training by division or position Twi r Yes

@ education and training 9 90y P ceayea €
Intrusion and Sort out and analyze identified security bugs and provide a

@ . ) . Once a year Yes
penetration testing solution for each bug

@ Backup restoring test Test the restoring of backups and ensure the availability of Once a week  Yes

restored data

@ Disaster recovery Simulate the recovery process and relevant emergency Once a vear Yes
test and drill measures for disasters that occurred Y
Risk assessment Assessments on information asset risks and the correspond-

@ . . . Once a year Yes
and handling plan ing plan to improve

Weekly netwprk security opera- Weekly network security operation and maintenance analysis Once a week  Yes
tion and maintenance report
Internal information Information security control, risk assessment and business

@ . . . . Once a year Yes
security audit and review continuity
External information Information security audit and review by external units

@ . . . . Once a year Yes
security audit and review outside of the Company
Management Discussions on all processes covered in the information

@ Once a year Yes
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< SHP Group tested security of information system

SHP Group cooperated with third-party professional information security companies, such as

Sangfor, Nanjing Sage Info Tech Co., Ltd., and CyberVadis, for enhanced security of information

system, and accordingly, it improved the construction, management, and maintenance of its infor-

mation platform and performed security evaluations. Through continuous efforts, the Company'’s

network and information security were improved.

General availability
of hardware of the
server was

98%

General availability
of hardware of the
client was

95%

The Company passed
CyberVadis’s network
security review in 2022,
and scored 849, signifi-
cantly higher than the
average industrial level

849 points

EXECUTIVE SUMMARY cybervadis

Overall score

Company: ShyaHsin Packaging (China) Co., Ltd

Publication date: 22-04-22 849/1000

Focus area scores Function scores

861

859 B64 864

Product and Service Our People

Appendix

= First overall information security risk
assessment in SHP Group

From 15 to 20 January 2023, the Informa-
tion Security Risk Assessment Group
headed by the Vice General President of
the Company conducted an overall infor-
mation security risk assessment for the
first time in a combined qualitative and
quantitative manner and then issued a
Report on Information Security Risk Assess-
ment. As shown in the result, a total of 62
Grade Il and | risks were identified, all
acceptable, and no serious risks were
observed. In addition to corresponding
controls over the identified risks, we also
developed scientific assessment methods
to make information security risks under
control.
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2.2 ESG governance

ESG governance structure > Supervise

and manage Board of Directors

With reference to suggestions from domestic and o Top regulatory body making the final decision on visions, targets and strategies
foreign regulatory authorities and best practice exam-
ples in the industry, SHP Group determined SHP

Group's Articles of Association and By-Laws and applica- » Coordinate ESG Committee

ble regulatory regulations, intending to establish the and monitor

« Consist of Board members, and top managers separately in charge of ESG work
top-down ESG governance structure. The structure ' P 9 P ¥ o W

construction and documents stating rights and liabili-

ties are under review and discussion, which are ESG Committee Secretariat ESG Committee Chair
expected to be approved by the Board of Directors « Coordinate communications between « Organize ESG work and
and put in force in the fourth quarter of 2023. ) the Board and relevant departments ) commence meetings

The Board of Directors is the Company's supreme . .
Working Groups under ESG Committee

regulatory body for ESG work, responsible for final ~ » Work

. } o )
decisions made with respect to vision, targets, and execution
strategies. The Board of Directors set up the ESG Com-

mittee as the core of the SHP Group ESG governance

o Consist of department leaders

structure, which should practice and coordinate ESG o E";i;c:r‘::iiztal - H:r?ll:\zr:i;?\ts Sustainable = Business Ethics
work, monitor and examine the formulation and 88 Management s Management Procurement (& and Compliant
. . . - GoNGe \ Group Operation Group
implementation of relevant policies, and report prog- Group Group

ress to the Board. Furthermore, the Company orga-

nized groups under the ESG Committee according to

Ecovadis sustainability assessment requirements, Business Development Operation Human ﬁ;lglset:ﬁtele Financial Regulatory
respectively working on the four material issues: system system system Resources ce?}ter system Department

environmental protection, labor and human rights,

sustainable procurement, and business ethics.
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Rights and obligations of ESG Committee Q\ N
= ESG performance indicators had been included in the CEQ’s salary assessment

Having been decided and approved by the Board, some ESG indicators are considered as

. t of CE f t, ing 15%, mainly including:
part of CEO bonus and performance assessment, occupying 15%, mainly including

e Annual production value (PV) per person

Monitor the formation of environmental, social
and governance visions, strategies and policies
Examine the implementation (including target
setting and effect evaluation, ESG performance
improvement advice offering, etc.) of environ-
mental, social and governance visions and
strategies
* Review expenses on environmental, social and
governance efforts
¢ Check the annual Environmental, Social and
Governance Report and others

® Annual production value (PV) per unit

® GHG emission per unit of production value (PV)

® \Water consumption per unit of production value (PV)

® Hazardous and waste substances produced per unit of production value (PV)
® Annual excessive material consumption

® Proportion of recyclable containers used

e Rate of localized parts

® Proportion of products used as a solution for PCR materials
® Proportion of products with a “3R"” concept

e Proportion of disadvantaged employees

e Hours of volunteers providing services

Covering most indicators described in ESG Progress Tracking.

Main rights

o The right to delegate authority to ESG working
groups and the Chair on ESG-related work

« Inspect or discuss events outside of their rights Rules of procedure and reporting process
and obligations, as requested by the Board

e Obtain required training, internal and external
resources and support of external experts

SHP Group proposes Rules of Procedure for the ESG Committee, which are under review and amendment.
The initial draft is as follows: a Committee meeting is required every half a year to discuss strategic ESG
targets and the effect thereof; a panel meeting is necessary every two weeks for ESG Committee mem-
bers, working groups, and experts so that progress can be tracked in time and adjustments are made
accordingly.
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2.3 Empowering innovation

Innovation in product and technology is indispens- With more efforts to cultivate an R&D team and foreign talent team, build a driving force based on data analysis and
able for a company to lead the market. In 2021, SHP dependent on strong tool making capability, SHP Group is capable of product innovation, mechanism upgrading and
Group set up a Global Marketing Department and a new cooperation modes.

Design Center in North America, which helped it with

the product manager mechanism deeply understand Strong Tool Making Capability

the market trend and dynamics of each product, and

receive consumer feedback on each product at any e > 1000 SETS OF MOLDS MADE EACH YEAR * HARDWARE * SOFTWARE
time that reflects needs of consumers and brands MOLD MANUFACTURING IN-HOUSE HOT-RUNNER HIGH RESOLUTION + SIMULATION

WORKSHOP CAPABILITY MICROFOCUS 3D-CT SYSTEM - MOLDFLOW ANALYSIS
enabling the Company to dig out pain points of the : + DESIGN GUIDANCE
product. As a result, the Company completed a
close-loop product design management mechanism.

o - B -
In 2022, SHP Group invested $8.8 million USD in R&D E:n . 1

" ii
SAMPLE MAKING CENTER 42 FANUC IM STATIONS — | kl
efforts in total, showing a great increase from 2021. : z - B =

; SIMULATION
SOFTWARE

|

v SHP Group’s R&D investment (million USD)

INNOVATION & Growing Talents In France & US

DEVELOPMENT

+18.2% 0.0 Team In China

¢ MORE THAN 300 ENGINEERS &

e
10 R TECHNICIANS FOR R&D IN CHINA
>40 PACKAGING DESIGN ENGINEERS o * 2 INNOVATION EXPERTS IN PARIS
‘5 s oe . 550 MOLD DESIGN ENGINEERS 0 * GLOBAL DESIGN CENTER IN LA
> >150 PRODUCTION TECHNOLOGY & SAMPLE W * 3 REGIONAL ENGINEERING TEAMS
MAKING TEAMS (EU, US WEST, US EAST)
> >40DQE&QC
2020 2021 2022 > > 30 PROJECTD ENGINEERS
3 PATENT ENGINEERS
W SHP (Kunshan) Z Sum of other subsidiaries
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Attaching great importance to the claim and protection of intellectual
property, SHP Group formulated Intellectual Property Requlations in
accordance with laws and regulations including the Trademark Law of
the People’s Republic of China, the Copyright Law of the People’s Republic
of China, and the Patent Law of the People’s Republic of China, intending 34
to encourage employees to innovate as an action to enhance the Com-
pany’s core competitiveness and sustainable development. SHP Group
followed Intellectual Property Management to highlight intellectual
property at the strategic level and effectively regulate the resource
management in R&D, production and operation. In June 2023, it
passed the accreditation of the intellectual property system and grant-
ed the Certificate.

v Patent claim target and completion in 2022 v Authorization in 2022

\
|

NN
S
N\

Planned Completed Authorized Il On-going

v Type of patent claimed in 2022 v Patent claimed countries in 2022

P
E

As of June, 2023, over
230 patents have been
obtained cumulatively. patents

Invention+utility Il Only utility model Domestic Il International (including USA and France)
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SDGs in this Chapter

CLEAN WATER
AND SANITATION
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)

Material issues in this Chapter

e Water management

Energy management

Waste management

Management of poisonous and hazardous substances

Actions against climate change

Green packaging and materials
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3.1 Actions against climate change

Influence from accelerated climate change is strengthened and results
in irreversible consequences, which is considered by large scientific
analyses as attributable to environmental deterioration and a vicious
circle that together will lead to a critical point of the ecological system.
Once beyond the point, de-carbonization achievements will be gone.
According to Global Risks Report 2022 by World Economic Forum, three
risks to be the most serious ones in the next 10 years are “climate

nou

action failure”, “extreme weather” and “destroyed biodiversity”.

To jointly deal with climate change risks and raise the expectations of
investors and clients, SHP (Kunshan) submitted the SBTi Commitment
Letter in April 2023, and it plans to set near-term science-based emis-
sions reduction targets in the next 24 months in line with SBTi Criteria
and Recommendations and submit them to SBTi for validations. In
addition, SHP Group is committed to a lower GHG emission per unit of
production value, expected to decrease by 25% in 2025 (with 2020 as a
benchmark year). See ESG Progress Tracking for target and progress
tracking, and Key ESG Performances for GHG emissions performance of
the subsidiary.

n B United Nations
INCDP @

COMMITMENT SELECTION

By signing this Commitment Letter, our organization indicates an intent to join the growing group of
leading corporations that are setting emissions reduction targets in line with what climate science
says is necessary. By doing 30, we recognize the crucial role the business community can play in
minimizing the risk ciimate change poses to the future of our planet.

Thereby, | am pleased to confirm that ShyaHsin Packaging Industry (China) Co., Lid. is
committing to:

rter i g missi 4 ion tar in line with the SBTi Criteria
and Recommendations, and submit them to the SBTi for validations within a maximum of 24
months

We acknowledge that our commitment will be recognized on the SBTi website as well as on our
pariner websites at We Mean Business. Companies who are participants of the UN Global Compact
will also be recognized on the UNGC webpage.

In addition, to align with the most ambitious aim of the Paris Agreement and to what science dictates
is necessary to reduce the destructive impacts of cimate change on human society and nature - i
reach net-zero global emissions by 2050 at the latest in order to limit global warming to 1.5°C - my
company is committing to-

Set net-zero targets, along-t based target: My company commits

to set long-term science-based targets to reach net.-zero value chain GHG emissions by no
later than 2050 in line with the SBTi Net-Zero Standard and submit it for SBTI validation within
a maximum of 24 months. By committing to set a net-zero target, | also acknowledge that my
company will join the Race to Zero campaign. 1*#

Near-term science-based targets are 5-10 year GHG mitigation targets in fine with 1.5°C pathways.

Net-zero science-based targets are long-term targets that show companies how much they must
reduce value chain emissions to align with reaching net-zero at the global or sector level in eligible
1.5°C pathways by 2050 or sooner. The SBTi defines the state of net-zero emissions for companies
as reaching a state of no impact on the climate resulting from the organization's GHG emissions.
Reaching a status of science-based net-zero emissions implies. the following two conditions:

Companies that are eligible 1o join the Race to Zero must follow the SETT's current fossi fuel policy. If companies have:
questions, please reach out to Race to Zero at acsiozero@unfoec it

“ Companies must have valid near-term science-based targets (SBTs) that meet the SBTi Criteria o be eligible for a net-
zero arget, unless the long-term SBT year is 10 years or fewer from the date of submission

£ Companies that are aiready part of the miatwe can raise ther ambition by also commiing o set 2 net-zero target

SBTi Commitment Letier Version 1.2 | April 2023 | &

avecttargets 0 W @ScenceTans B /scince bused et
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INCDP (@) v W

s that limit warmir

sidual omissions by permanently

s, the approach to n ets across the vaiue

Sign the commitment

Plaase . . sign this document, and

SBTi reservas th
reviews before accepting and publishing commitments.
This SBTi commitment lefter can ba signad by any organization represe
application form requires the contact details of a managerial level point of

1 and We Mean Business. Organizations committing
UNFCCC Race to Zero websits provided the org

ShyaHsin Packaging Industry (China) Co., Lid.

Company name:

T China May 19, 2023

Signature Headquarters Country Date

Appendix
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About SHP Group Governance

As it pays attention to the impact of production on the environment, the SHP Group
actively responded to CDP climate change and water resource safety question-
naires. For climate change, the SHP (Kunshan) made significant improvements in
value chain participation, corporate strategies, financial schemes and scenario
analysis, emissions reduction initiative, climate change risk disclosure, etc., with its
rating improved from B- to B.

SHP Group identified and managed climate risks as per TCFD recommendations
and IFRS S2 climate disclosure standards released by International
Sustainability Standards Board (ISSB), detailed in CDP Questionnaire Response.

A h|
CDP SCORE REPORT - CLIMATE CHANGE 2022 YW CDP CDP SCORE REPORT - CLIMATE CHANGE 2022 Y“WCDP

SHYA HSIN PACKAGING INDUSTRY
(CHINAJCO.LTD.
Region hsia oy

Countryiares Cnina

The COP Scom Rapart alows campanies 1o CATEGORY SCORES

ce
i recene & capy of e COP Score Aspor upan
= e request For Ruther feedback piease contact your

Activity Group  Light manutachuring B Y S

Your COP scors Averaga perfarmance
Lt - FAva——
manuctarag

UNDERSTANDING YOUR SCORE REPORT Ploase downioo COF Sconng introduction Yor mon

it e Thi i it s b ks CATEGORY SCORES BENCHMARKING

[Sassse =]

P i P
of C. e g an e Light manufaciuing

ACTIVITY GROUP PERFORMANCE
Light manutscturing

Vour company s amangst J6% of comparves that reached Wanagemen evel
Group.

in your Actty
[A sampie of A-ist companies
trom your Acthaty Group:

Environment Product and Service Our People

< SHP Group suffered business continuity loss due to electricity

and production limits from extremely high temperature

In July and August 2022, as the power load surged in Kunshan
influenced by extremely high temperatures, the SHP Group was
asked to reduce its electricity consumption through production
reduction, and as a result, it lost some production capability
and outputs. As internally calculated, the lost output as a result
of the power limit was 0.38% of the total, with the risk under
control generally. In the future, SHP Group will continue to
concern with the identification and management of climate
risks and weaken the impact to avoid large-scale business
interruption.

Appendix
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3.2 Green product

SHP Group sticks to the concept of environmental protec-
tion in every link of production. Staring with the product
design in which the R&D innovation for sustainability is
continued, the Company explores how to promote and use
more green materials, and tries to reduce carbon emis-
sions in transportation by actively advancing green logis-
tics. In general, it practiced a circular economy and contrib-
uted to the realization of carbon emissions targets.

» Innovation driving market development

e Setup aninternal team for product management to release new products regularly;
¢ Develop market information acquisition and insight capabilities

» Innovation driving sustainable development

¢ Explore and provide its own PCR solutions;
@ * Use bio-based materials and other environmental friendly materials;

Innovation * Design 3R products (Reuse/recyclable/reduce)

Sustainable innovation mechanism
» Innovation driving internal optimization
Innovation is the original force driving corporate sustain-
able development, also a base on which the core competi-
tiveness is formed. Rooted in the concept of innovation,
SHP Group keeps to the optimization of sustainable inno-
vation mechanisms. In 2022, it improved and implemented
incentive mechanisms, such as R&D Management Regula-
tions, R&D Investment Management System, and Talent
Introduction Management, and in pursuit of innovation-ori-
ented sustainable development, it continued green prod-
uct R&D to drive its sustainable development. Additionally,
SHP Group focused on the development of innovation
capability by means of its strong tool making capability,
software and hardware data analysis capability, and excel-
lent researchers at home and abroad, which is expected to
provide a source of inspiration for product design.

@ o Internal need for new material research and novel decoration techniques;
—— * Internal need for shortened project cycle;
¢ Realize modular and standard design

Ability to

perform » Creative design » Engineering manufacturing

e Market survey and trend analysis; e Latestinternal 3D printing/SLA

E ¢ Mood board creation; I@ technologies;

N Visualization of dynamic thinking Functional product molding;

and handmade drafts; Professional global design
e World-class CAD drawing; engineering team;

e Brand, logo and package design ¢ Prototype making capability
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Sustainable design

Following the Circular Economy Promotion Law of the People’s Republic of China and the Law of the People’s Republic of China on Promoting Clean Production, SHP Group was active to
practice with 3R (Reusing, Reducing, Recycling) principle, and continuously optimized the product design by taking into full consideration the influence of varying products on
human health and environment in life cycle. In the year, the Company enriched its sustainable product choices for customers with replaceable compacts, eyebrow pencils, etc. For
example, the bottle without a stopper can minimize the use of plastics compared to the traditional counterpart, with about a 50% decrease.

Product category Sustainable-innovation products Functions & Features Sustainable design presentation
Profile
- Liners are not used any more, and instead a — —
% Recyclable: plug together with an inner cap can meet the i i
i . ; R . o Airtight with a plug workin
Skincare Inner-free pots & jars requirement of air tightness; - L vvithgan oS Cgp 9 9
= Reducing the use of different materials is l
beneficial to recycling
Refillable pen Refillable PP cushion
Refillable: = Reduce refillable parts to be more environ- vania
pen, cushion mental friendly @
U“ =
Mono PP mascara Mono PP stick
@ Cosmetics Recyclable: = Aluminum parts are n.ot used apy more aqd
@ . . replaced by full-plastics, beneficial recycling; 1 5
mono-material pens, sticks - - -
» All parts are made from PP/PE materials
Part | Partll

Parts decreased:

two-parts cushion = A bowknot-like structure can reduce parts +
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Sustainable materials

With the concept of sustainable development, Prohibited Trfssitgn‘?xg'ﬁ:‘x%/r’gam?se” No ABS/AS in Top5 products No ABS/AS in all products
we carefully selected materials, which is to @ raw

. . materials
reduce the carbon footprints of products in ° ° ° °

the life cycle at the source. The Company
promoted PCR material, bio-based materials

Recyclable
and other green ones and provided a raw ;

. ; . . PCR raw materials were PCR was gradually
smgle-materlal solution. In 2022, we made materials used in new products accepted in all types
certain progress in the promotion of products
made from PCR material (see ESG Progress
Tracking for historical data), in the following: Current

Products designed with the concept of Products produced with PCR materials

development “3R” account for 40% account for 50%

SH202083 |
PP-G

SH06211
PP-W

SH062117
PP-B

SH202083
PP-W
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v PCR material N \

= EcoBlue, SHP Group sustainable product brand,

e Advantages
leads green consumption

p < o Sulfur dioxide is reduced by 67%; Oxynitride
% is reduced by 50%;

— C \:Zztjcrecdogsugrgst_lon In production was SHP Group designed sustainable product brand EcoBlue. Products

— S - 1.8 tons oi}l/s ar:;aved ol e sE 6 T e meeting the requirement of sustainable development will be

PCR material on year-on-year basis; marked with the logo of EcoBlue. Itis an action in active response to

customers’ need for sustainable products and also a guide for

® Recycling modes consumers to concern about the environmental impacts and

> Chemical: monomers are produced through sustainable nature of products when they make a choice, which
ChemOlySIS; ) I ) promotes green consumption. At present, EcoBlue covers products

> Physical: collection, classification; washing; ) ) ) ] ] )
smashing; re-granulation made from a single material, such as PET lipstick, PP lipstick, PP

deodorant cream, PP pots or jars, PP mascara, etc.

v Bio-based material

e Polymers made from farm products including

castor oil and paper pulp greatly lower the
dependence of production on fossil materi-
als, thus beneficial to reduced wastes and
pollution; e
e Bio-based materials now used in SHP Group o
are: bio-based thermoplastic polyurethane

. 1ONO PP MASCARA R LE PP MINI CUSHION CLEAN NOZZLE ONE HAND DROPPER
elastomer, bio-based polyester, etc. - DISPENSING SYSTEM
- o y "
18, - O 4 g
1ONO PET COMPACT ‘;';-"—"3
v Mono material
e Only one material is used in one product, BEEELARCE FIN FILLARE R GOLLEETION MM PP STICK
e and its overall recyclability can be evaluated
by LCA, helping recycling of plastic waste; ATLDoSSIoYnER : 3
e Mono materials now used in SHP Group . F l b .
B include polyethylene, polypropylene, (- =

TO BE CONTINUE

O polyester plastics, etc.
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v Key Performance

Since PCR material was promoted as a substitute for ABS in 2020, PCR has been used increasingly more
with every year passing, now the main growth point as a green material of SHP Group.

B PCR usage (ton)

In 2022, the amount of PCR used reached

77777 1,420 tons ‘-

+84%

increasing by 179% of the compound annual rate -

and 84% year-on-year, which accounted for 10.10% =

of plastic granules o ’
% 84% 10.10% -

179% 0 10% _

771 1,420

182 (.
2020 2021 2022 =
S
B PCR revenue (million USD)

— 1 H 0,
Ratio of PCR revenue in total (%) In 2022, the sales of PCR products were up to 25.26

™
million USD, 8.23% of the total _ @é
25.26 million USD 8.23% @

In the future, SHP Group will continue to expand —
the types and sales of sustainable products.

2021 2022
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3.3 Green production

Abiding by the Environmental Protection Law of the People’s Republic of China Furthermore, SHP Group has begun to prepare for green projects since 2020 in the endeav-
and ISO14001: Laws and Regulations and Criteria 2015, SHP Group keeps to the or to transition to a green economy. In 2021-2022, the Company spent 1,352 KUSD in green
improvement of the environmental management system. Environmental Oper- investments in total', accounting for 7.7% of the total expenses during 2021 and 2022. In the
ation Control Procedure, Environmental Factors Identification and Evaluation future, it will continue to invest more in the sector and contribute to national “dual carbon”
Procedure, Potential Risks ldentification and Management, Environmental goals. The Company’s investments in environmental protection over the past three years
Emergency Response Plan, and other policies are put into effect in routine are provided as follows, where SHP Group invested 1,382 KUSD and SHP (Kunshan) invested
production management so that direct or indirect influence on the environment 823.2 KUSD2.

may be found and corresponding measures are taken with the assessment of
influence to control environmental risks and achieve better environmental
performances.

v SHP Group ratio of capital expenses v SHP Group's investments in environmental
during 2021-2022 protection in the past three years (KUSD)

To be compliant with environmental protection, SHP Group
prepared its environmental protection filing in 2022 as follows:

e CT machine (X-ray computed tomography) was permitted %
with a radiation license and environmental impact
evaluation was responded

® Environmental emergency plan was re-filed

e SHP (Kunshan) resubmitted the filing of Pollutant
Discharge Permit

855 434 1,382

. . L oL . 2020 2021 2022
® Potential soil contamination identification was filed

B Green capital expense Others
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Energy management

Energy saving and emissions reduction

For “efficiency increased, quality guaranteed, costs
controlled, energy saved and revenues raised, better
logistics service after production”, SHP Group estab-
lished and upgraded management systems. With such
systems as Energy Management Post Accountability,
Energy Counting Management, Energy Quota Manage-
ment, Energy Statistics Management, and Reasonable
Energy Use Management in place and improved,
functions by post are defined clearly, and energy use is
regulated, in a comprehensive manner for higher use
efficiency and management level. Energy targets and
progress tracking of SHP Group are presented in ESG
Progress Tracking and the energy consumption perfor-
mance of the subsidiaries in Key ESG Performances.

SHP Group has determined the energy quota
management system linked with the perfor-
mance and bonus assessment.

e Energy is assigned by division with quota
indicators

e According to the energy use evaluation
performed at the end of a year, the
department using excessive energy is
punished with its basic bonus deducted,
and those saving energy are rewarded
with more bonuses (more rewards but
fewer punishments)

About SHP Group

Governance Environment

™

U System and procedure documents

Product and Service

Our People Appendix

% Actions

¢ Management on Energy Conservation, Lower
Consumption and Emissions Reduction

e Energy and Resource Management Procedure

e Energy Management Post Accountability

e Energy Measurement Management System

e Energy Quota Management System

® Energy Statistics Management System

e Reasonable Energy Use Management

Energy conservation management
@r and improvement projects

e CarbonLens energy management system

Compressed gas system improvement

Air conditioning system optimization

Photovoltaic project

Injection molding machine upgrading

Spraying improved to save energy

Cooling tower added water temperature induction control

Company

e Set up a energy saving group

e Set target of energy consumption ratio in three years

e Promote the application for “green plant”

e Accelerate the improvement of energy saving equipment
e “Delixi” monitoring system

Employees

e Energy saving promotion week
* Energy saving month/annual summary meeting
® Energy saving and emissions reduction training
e Awarded energy saving activity

—
Achievements of emission reduction

. -
e 224 tons standard coals per year
e 165 tons standard coals per year
e 222 tons standard coals per year
e 299 tons standard coals per year
e 274 tons standard coals per year
e 82 tons standard coals per year

39



About SHP Group

: ; I I | WE SHAPE
BEAUTY

Governance

< SHP Group used CarbonLens digital energy management
platform to comprehensively optimize data collection and
management

CarbonLens digital energy management platform was introduced
in 2022, which functioned to comprehensively increase data
collection efficiency with multiple and flexible ways like automatic
collection, bulk import, and connection with APl data that avoid
disadvantages of human collection - low efficiency, poor accura-
cy, etc. On the platform, SHP Group calculated and analyzed
carbon data to timely grip realities of energy consumption and
carbon emissions, according to which it can plan a reasonable
carbon neutralizing pathway for the smooth realization of energy
saving emissions reduction targets.

Qo » Ener Overae

% Totalurprocessed siarms . Mewsy darhiod ey (ine siarm

84

‘ | ‘ Energy Cots(3)

~

Environment

Product and Service Our People Appendix

v Key performance

B Benefit of energy saving ( KUSD) Since 2021, SHP Group has completed

11 energy saving projects

1 1 projects

saving a total of

1 2 . 80 million kwh

equivalent to the standard coal of

1, 500 tons per year

— Number of energy saving projects

+43.8%

2021 2022

W Ratio of energy consumption and production value
(tons of standard coal/ million USD)

67.33 51.60

2021 2022
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Clean energy

In response to the Implementation Plan for Promoting High Quality New Energy Development in the New Era released by the government, SHP Group actively developed photovoltaic
power to gradually replace traditional energy in the principle of “developing according to local situations, using clean and efficient energy, scattered distribution and utilizing
resources in proximity”, with green and low-carbon production as a general target. SHP Group hopes to reduce carbon emissions in the Company and in per unit of output largely
through the use of clean energy.

B —
— -
Visions are:

e Clean energy used cumulatively
in 2022 to 2025 will reach
25,000 MWh

e By 2025, the ratio of clean
energy used will be up to 25%

In August 2022, SHP Group photovoltaic power project was put into practice in Kunshan, totaling 7.63MW, which mainly supports v Use of green power in SHP (Cixi)
the electricity use in plants of SHP (Kunshan). However, the project is deeply limited by the effective seasonal lighting time, result-
ing in the fact that the effective power generation in July and August is about 2 times as much as that in November and December.
The maximum daily power generation is 30,000 kwh, 10% of SHP (Kunshan) consumption in one day.

In October 2022, another photovoltaic power project was launched in SHP (Cixi) and operated in April 2023. The sum of SHP (Cixi)
power consumption from April to June was 97,713 kwh (all photovoltaic), which was calculated based on its actual power generat-
ed in the period, consumption in the plant and power used for the network, achieving 100% utilization and integration of photo-
voltaic power from April to June, with surplus photovoltaic power being sold to the grid. A revenue was achieved with green
electricity. It was the first time that SHP Group succeed in satisfying the electricity used by the plantin a single region with 100%
green power, a millstone in its transformation to a low-carbon economy.

B Ratio of used green power  Note: April to June, 2023
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v Key Performance

SHP Group photovoltaic power in 2022

Since the photovoltaic power supported the network
in 2022, 2,362,480 kwh power was generated

Gwo 2,362,480 wn

295,490
&%
_ making up 2.18% of SHP (Kunshan) consumption
I % gup b ( ) p
6@0 (o)
2 2.18%
_ . 0
D
_
62/}960
_

August September October November December Totalin 2022

Use of green power in SHP (Kunshan) in 2022
In the future, photovoltaic equipment in Kunshan
will operate for the whole year and meet nearly 7%
of the power used in the region annually

7%
AN ! 7/
—@— ﬂ expected to lower 5,400 tons of GHG emissions

5,400 w-

W Ratio of green power used Non-green power
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Water resource management

Putting emphasis on the sensible planning and use of natural resources, the Company Q\
modified Measures for Energy Conservation, Emission Reduction, and Consumption Reduction = First self-assessment of water use in SHP (Kunshan) to guide
Management, and Energy and Other Resources Management Procedure by referring to the its future management
Law of the People’s Republic of China on Energy Conservation, and sped up the realization
of energy conservation and lower consumption by enhancing its management over raw

materials, water resource, power energy.
In June 2023, SHP (Kunshan) made the first self-assessment of its water

Water resource management is a material issue of concern in the interest of SHP Group use as per the Law of the People’s Republic of China on Water Conservation,
and its stakeholder. The Company set a water consumption target per unit of production Law of the People’s Republic of China on Promoting Clean Production, Circu-
value, reported to the Board quarterly, tracked the progress in real time (detailed in ESG lar Economy Promotion Law of the People’s Republic of China, Regulations
Progress Tracking), and assessed water risks periodically. Moreover, the Group also of Jiangsu Province on Water Conservation, General Rules for Corporate
participated in the CDP water resource safety survey and improved its Water Approval Technology (GB/T 17166-1997), Guide to Water-conserving
management capability according to the result. Pleaser refer to CDP_Questionnaire Enterprise Assessment (GB/T 7119-2006). SHP (Kunshan) made a compre-
Response for detail. hensive evaluation of the water system, water management and water

use, and sought improvement opportunities. As discovered in the
CDP SCORE REPORT - WATER SECURITY 2022 q}cpp CDP SCORE REPORT - WATER SECURITY 2022 ;}ﬁCDP eva[uationl management here met the basic requ]rement of the Guide

W o e o to Water-conserving Enterprise Assessment (GB/T 7119-2006), but more

CountrytArea China

Questionnaire  Genesal s —
request For furthar feedback please Contact your =
(account manager or your key CDP contoct

efforts were needed in water counting.

ACtVItY Group Light manutactunng

Yous COP scare. Average performance \\ /
ugs poia
iy "

ikl v

UNDERSTANDING YOUR SCORE REPORT

CATEGORY SCORES BENCHMARKING

Based on the self-assessment, SHP Group plans staged water conservation
in the future, as follows:

e Reach a consensus on water conservation by starting with management
system upgrading and quota assessment

g
g
§
i
%
H
:
{
g
i
5
i

6 I e Gradually invest more in optimizing water-saving equipment to lower

s w vacn

£
|
H
H
i

consumption and raise the utilization efficiency
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The waste water generated during the spraying process is treat-
ed internally by the Group and is recycled for internal use after
it meets certain standards, without being discharged external-
ly. SHP Group upgraded the spray coating wastewater treat-
ment facilities to decrease the content of COD, suspended
matters, etc. in used water. After the disposal, COD was reduced
from 200,000 to 10,000 mg/L and suspended matters from
5,000 to 300 mg/L, combined with other indicators reduced at
different levels.

Governance

Environment Product and Service Our People

< SHP (Kunshan) entrusted an external third party to test the company’s
sewage and rain to learn the company’s water treatment condition

In April of 2023, SHP (Kunshan) entrusted an external third party to conduct the regular
sample and test of the company’s sewage and rain, which included tests for pH value,
COD, suspended matters, ammonia nitrogen, total phosphorus, animal and vegetable
oils, etc. And the test result shows that all said aspects meets standards for sewage.

4 CTSTC30 1415w

wamg | P

Appendix
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Waste management

As per laws and regulations, including the Law of the People’s Republic of China on the Prevention and Control
of Environmental Pollution Caused by Solid Wastes, Manual of Jiangsu Province on Standardized Management of
Hazardous Wastes, SHP Group regulated its waste management in four dimensions - waste collection,
storage, disposal and reuse with its policies such as Waste Classification and Disposal Management, Manage-
ment Procedure of Hazards Identification and Risks Assessment, and Hazardous Waste Management, which
promoted “reduction, recycling and hazard-free handling” of solid wastes. Output targets and progress are

About SHP Group Governance Environment

detailed in ESG Progress Tracking.

@D Waste collection

e Collect and manage wastes in a classified manner,
i.e. common recyclable waste, common unrecyclable
waste, recyclable hazardous waste, unrecyclable
hazardous waste;

¢ Formulate the Waste Storage Time before Withdraw
according to waste classification, and manage
classified wastes strictly as required

Waste disposal

Jﬂ) Waste storage

e Arrange hold zones respectively for common waste,
hazardous waste, and household waste;

e Recyclable hazardous waste and hazardous waste
are stored by classification in labeled zones for
temporal storage and weighed by classification for
registration

@ Waste reuse

e Recyclable general waste is entrusted to qualified
organizations for recycling and processing

e Non-recyclable general waste (household garbage)
is entrusted to the local environmental sanitation
authorities for disposal, with regular daily morning
collection

e Kitchen waste is collected and removed by a qualified
unit who should contract with us, which is filed in the

municipal environmental sanitation authority

e Establish a recycling mechanism to reuse waste
packaging materials in the plant;

e Determine the circulation number of packaging discs
(PSP disc, PP disc, PET disc, etc.) in the plant and
reuse if no contamination;

e Reduce and reuse self made product waste, and
reuse the off-cuts from the uncontaminated product
after they are reprocessed

Product and Service Our People Appendix

v Key performance

SHP (Kunshan) paid attention to the management of
water, gas and solid wastes (three wastes), the related
performance in the past three years is presented in the
following

Amount of hazardous wastes produced in the recent three years (tons)

700
600
500
400
300

200

100

0 :
Amount of Paint slags Waste activated
hazardous wastes charcoals

#2020 z 2021 m 2022

N

More frequent replacement
of activated charcoals in the
paint-spraying line contrib-
through routine check uted to an increase of

and rectification, slag hazardous wastes by about
drying, etc. 70 tons in 2022 from 2021.

47% 70 tons

Paint slags produced in
2022 were reduced by
about 47% from 2020
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Pollutants discharge management

As required by the Environmental Protection Law of the Category of emissions Types of pollutants Disposal
People’s Republic of China, Law of the People’s Republic of
China on the Prevention and Control of Atmospheric Pollu- 7,
tion, and Law of the People’s Republic of China on the
Prevention and Control of Water Pollution, SHP Group é COD (Chemical Oxygen Demand), Recycled first and then disposed of as
. . e . suspended solids, etc. hazardous waste instead of discharge
disposes pollutants compliantly. To be specific, it moni-
tors pollutants in real time by cooperating with the Waste water
third-party specialty environmental management enter-
prise, and tests noises, waste water, waste gas, and soils
externally, in order to know the pollutant generation in
the Company timely and take action against their effect )
. Waste activated carbon, waste
on the environment. engine oil, sludge, waste paint Disposed by a qualified third party
residue, etc.

SHP (Kunshan) was actively responding to pollutants
discharge requirements. In June 2023, the Scheme of Self
Pollutants Monitoring it formulated regulates how to

Hazardous waste

monitor on its own and observe waste gas in time, and it

tried to minimize the impacts of pollutants on the m Xylene, particulate matter, Discharged via 15M exhaust funnel

environment with the most effective approaches made :ga_gitnhgsniﬁ;tgs g;?daer:c when meeting the standard after
for newly generated waste gas. sulfur dioxid'e, ethyl acetate, ’butyl absorbed by activated charcoals and

treated with RTO equipment

waste gas acetate, etc.
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= SHP Group rectified its waste gas disposal facility to improve efficiency

In 2022, the Company rectified the facility handling spraying waste gas. The origi-
nal equipment of “watering + absorption with activated charcoals” was replaced
by a new one in which spraying waste gas can be directly burnt in RTO and the
emission level is achieved below 40 mg/m3 in the end disposal, less than 60
mg/m3 for NMHC (non-methane hydrocarbon) emission that is required in Overall
Emission Standard of Jiangsu Province for Atmospheric Pollutants. In addition, the Com-
pany changed the original collection mode to partial point-to-point collection for a
higher VOCs collection and disposal efficiency in the sample making workshop,
and added Grade Il activated charcoals at the end that help treated wastes satisfy
the standard.

~

X

Product and Service Our People

Appendix

= SHP Group studied and proved the accessibility

of aqueous coating for VOCs discharge control
at the source

To further reduce pollutants discharge in the process,
SHP Group focused on studying more environmentally
friendly spraying process, i.e. agueous coating that is
more advantageous than traditional solvent coating:

¢ Notinflammable, explosive, or hazardously transported,
so occupational health can be guaranteed for personnel

¢ Reduce 80-90% of VOCs to realize control over VOCs at

the source

Possible to forego VOCs exhaust treatment, thereby

saving a portion of the treatment costs

Each kilogram of aqueous coating can lower an average

of 1.5 kg GHG emission in the full life cycle

The aqueous coating can be used for parts of
make-up products (tube-like parts, pen), skincare
containers (bottle, jar), etc. Now the project is under
early argument and exploration, and SHP Group will
track the accessibility in the future and tries to investin
the launching as soon as possible.
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3.4 Green logistics

SHP Group strives to develop green logistics as it is committed to low-carbon transportation for environmental protection. Firstly, we reduce waste and environmental pollution due
to over packaging by figuring out how to package and what materials are used, through the internal and external linkage between Development, Procurement departments,
suppliers, and customers. Furthermore, we use more environmentally friendly turnover boxes, recycle packaging waste, and continuously optimize the recycling and reuse mecha-
nism, which are practical actions to assist in energy conservation and carbon emissions reduction in the logistics.

Recycle Box In-house Produced Reusable Corrugated Board
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3.5 Green office

SHP Group advocates a green office and practices the concept of environmental protection in all links. To be specific, employees are encouraged to save water and electricity from
the start so as to avoid waste; when selecting office equipment, we prioritize environmentally friendly and energy-saving types. Furthermore, a paperless office is promoted by
continuously improving online office systems such as paperless transmission and approval process. In addition, the Company established a reward and punishment mechanism
for green behaviors, as a method to increasingly enhance employees’ awareness of green office. In general, we practically act to contribute to energy conservation and carbon

emissions reduction.

O
Q O
@ Less electricity consumption @ Water conservation Z Less waste
e Reduce the use of lighting instru- o Not leave the tap running when unused; e Use less ballpoint pens, and disposal
ments, for example, turn off lights * Timely report leakage, soak, etc., and markers for which only cartridge not
when leaving repair the reported equipment shell is replaced

/ / /

o
Advocate to open the . = Advocate the .. .
. . Temperature setting . Advocate digital office

air conditioner less paper-free office

e One hour less in one day; e Not too low in summer e Document drafting, modifying e Ding Talk;

e Stop the use when tempera- (not lower than 26°C); and reading via electronic media; e AliMail;
ture is below 28°Cin ¢ Not too high in winter e Print on both sides e Xiekeyun - online supply
summer and above 12°Cin (not higher than 20°C) chain management
winter
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4 Product and Service

SHP Group develops and upholds a core concept of “quality first, all for customers”, which guides it to continuously
strengthen product quality control and supply chain management and carry out digital supply chain integration through
continuous optimization of quality management procedures. It acts to raise product quality management capabilities
and supply chain management efficiency on a fundamental basis. Take customer opinions and suggestions as a guide
to optimize and upgrade our products, we insist on better customer privacy protection policies and customer complaint
mechanisms as we try to seek long-term development jointly with customers to whom high-quality services are always
provided and create long-term value with excellent quality.

SDGs in this Chapter

INDUSTRY, INNOVATION 1 RESPONSIBLE PARTNERSHIPS
AND INFRASTRUCTURE CONSUMPTION FOR THE GOALS
AND PRODUCTION

&cm@

Material issues in this Chapter

e Product responsibilities
e Supply chain management

e Services for customer
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4.1 Product quality control

Product quality is the lifeline of SHP Group. Strictly abiding by the Law The Company attaches great importance to product quality and reputation. In 2022, it optimized the
of the People’s Republic of China on Product Quality, the Company quality control process with a series of measures and integrated the process into the whole process
continuously optimizes its quality management system, and super- from product development to sales. See details below:

vises plants in all subsidiaries to act with Quality Manual and Sample

Making Management Measures, all for strict product quality control.

Quality management

Quality control integrated in Quick Response Outgoing Quality
) ) ] o the development phase Quality Control (QRQC) Control (0QQC)
SHP Group manages its product quality with the PDCA principle and
“three NOs”, which is to incorporate customer complaint rate, rejec-
. . . . . » High- o .
tion rate, etc., in the quality assessment in plants. At the same time, lig?wted |!J @@
0QC and QRQC procedures are initiated to achieve synchronous work in - =
improvement of product quality and management level. 2022 o That quality control was « QRQC application was e« OQCwas introduced in
integrated in the promoted to quickly October, allowing an
development phase can respond to and handle open-box inspection for
@ Reiect lified duct deal with some risks in abnormalities in produc- customers
eject unquatiiied products advance tion and manufacturing,
o Products must be tested for their quality before processing and saving energy
unqualified products processing will be stopped and will be
analyzed to find out the cause for correction J
> Key « As of June 2023, 96.2% « In 2022, the ratio of
. erfor- & i
@ Produce no unqualified products p problems have been customer”complalnt
mances solved, increased by 2% +feedback” was
‘ o Produce in strict accordance with SOP to ensure the processing from 2022 decreased to 0.66%
quality of products J
» Quality
Un-market unqualified products control * PLA audit * 150 key products audit * Quality board e Workshop Quality Manual

« Any defective products, once produced, must be recalled and capability e QRQC e GP-12 e 0QC team e Process optimization team
‘ production is stopped j construction
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< SHP Group analyzed customer complaints to find out the root and improved

duct litv at th At the core of SHP Group's pursuit remain high quality
product quality at the source

products. In order to continuously improve product quality
and enhance core competitiveness, the Company made an

In 2022, SHP Group analyzed and tracked where customer complaints of quality came improvement plan for 2023-2024 as follows:

0, i 0,
from and found that 93% of complaints were from poor process management, and 63% « Anew design quality engineers (DOE) team

from improper operation, which was the main cause. Now the Group has made improve- e Quality in-a-box

ments through the following measures: o Improved product color

e Set a complaint control goal and link it with the performances of the personnel involved ® SMART/Quick measurement system
e Establish an effective on-job training mechanism to train as per SOP and corresponding education ® Key in-process quality criteria
« Improve on-site management tools, such as LPA, 55, quality warnings and board, etc. ® Uniform specifications in all plants (including Mexico and EU)

o Apply the fool-proofing measure to prevent human errors
¢ Use automation technology in steps like injection molding, assembling and hot stamping

SHP Group’s active efforts to construct a quality culture are rooted in the awareness of “quality first”, Automation equipment

and the resolution to control quality “all for customer”. In a series of activities including Quality Month

and promotion and training for Production Quality Management Manual, we held to spread quality SHP Group, with continued efforts in production automation, was

culture, quality management was regulated, and the importance of product quality was kept in mind committed to higher production efficiency and better products. In

by employees during the routine work. 2022, automation was developed in injection molding, assembling
and other processes, leading to higher work efficiency and thus saving

Q\ the labor of 179 people in total. Accordingly, automation is expected to

< SHP Group promoted Production Quality Management Manual and provided
training thereof to raise management level of ordinary employees

cover the process of hot stamping in 2023 and automation solutions
for key products are underway.

From October to November 2022, training on Production Quality Management Manual was
provided by SHP Group Quality Control Department and Production Operations Planning
Department, targeting grassroots employees. Their understanding was checked in a compre-
hensive way including exams, on-site practice, and implementation, which was intended to
strengthen their quality awareness and act with “three NOs"” at each stage of production.
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4.2 Supplier management

Supply chain management plays a crucial role in the sustainable development of an enterprise. SHP Group Q\ \
continuously improves its systems - Supplier Code of Conduct, Supplier Management Procedure, and Supplier —— SHP (Kunshan) organized training for
Evaluation Management Procedure, with reference to laws and regulations of China, the European Union, sustainable supply chain to promote

the United States, Australia, Japan, Mexico and other countries. Supplier quality control is started from the
supplier qualification process; with routine supplier management enhanced, supplier behaviors are
constrained and regulated. All those measures are to build an incorruptible, efficient, and sustainable
supply chain.

sustainable procurement awareness

In 2023, SHP (Kunshan) organized two sustain-
able supply chain trainings for a total of 20
Sustainable Procurement employees in Procurement Department, in which
one was themed “Influence of SA8000 Standard
to The Supply Chain” and the other was themed
“Green Supply Chain, Caring About Environment.”
The trainings allow employees to understand the
necessity and importance of adhering to sustain-
able procurement and jointly build a green
supply chain.

SHP Group advocates transparent procurement. Seeking to cooperate with reliable business partners in
the principle of the highest ethics and integrity, it required all suppliers to sign Supplier Code of Conduct and
Statement on Social Responsibility Management System. In the Code, it is clearly stipulated that suppliers shall
not engage in bribery, corruption, embezzlement, extortion, etc., to SHP Group staff for any reason and
that a zero tolerance policy for such behaviors is applied. In addition, the Group ensured the transparency
of supplier prices through online bidding.

The Group encouraged anonymous reports from suppliers employees and internal employees to prevent
unfair competition and corruption and to ensure its sustainable procurement capabilities.
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Supplier management

Access evaluations

SHP Group amended Supplier Management Procedure in 2023 to further define the assignment of rights and liabilities among
divisions and the full life-cycle management of the supply chain. Illélll

In 2022, 100% of suppliers underwent

Inspect suppliers’ operations, including serving time in the field, successes, administra- due diligence.

tive punishments (safety, environmental protection, occupational health), lawsuits, labor

e Due diligence disputes, etc. 1 O 0 %
on suppliers’ )

Review suppliers’ ESG performances in an all-round manner, with a one-vote veto for

BRI
Hu O

operations
5 arF:d ESG SA8000 evaluation, environmental impact assessment and business ethics to exclude
those unsatisfying from the supplier system: suppliers qualified for sustainable procure-
performances ying o P Y PP q P
ment need AEO accreditation to ensure safe and compliant trades
» Suppliers scoring less than 60 points are unqualified to enter SHP Group supplier system
In 2022, the contracting rate with
suppliers on ESG was 45%, exceeding
« Suppliers qualified after due diligence procedures sign agreements on site, i.e. General Procurement Terms for Products the goal of 30% in 2022; as of June
and Services, G-SA-2019-09-B Supplier Material Safety Commitment (including RPP 900H and other requirements), Product 2023, the rate reached 67%.
@ Quality Agreement, Supplier Code of Conduct, SA8000 Supplier Survey Form, Supplier Evaluation Survey Form, Sustainable

Development Survey Form, and Supplementary Secure Trade Agreement, which is to make suppliers’ subsequent ESG 0
performances under control. 0
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Routine management

« Grade suppliers (four grades) according to their scale SHP Group summarized the quality of suppliers and implemented

@ and procurement frequency, and manage by grade; improvement plans for suppliers with high rejection rate

monthly and annual assessments are performed for
suppliers at the same grade

In 2022, SHP Group conducted an annual analysis of the supplier's product rejection

rate, and the results showed that the rejection rate of outsourced suppliers was slight-

@ Dimensions: acceptance rate of ly higher than that of purchased parts suppliers, thereby increasing the overall rejec-
incoming materials, quality accident
handling mechanism, timely delivery
rate, and customer complaint rate,

tion rate of suppliers' products (increasing the overall product rejection rate by about
3.5%). In the next step, the Group will take the optimization of outsourcing organiza-

four dimensions evaluated overall tion and supplier management improvement as one of the internal KPI goals in 2023,
e Monthly h f . . . . .
assessments > Score the acceptance rate o and continuously standardize the behavior of outsourcing suppliers.
incoming materials at five levels; for

products of poor quality, initiate the
quality accident feedback mecha-
nism for timely correction and
improvement

Supplier review

SHP Group carries out daily management evaluation and annual performance appraisal of suppliers,

> Dimensions: evaluated overall for . X .
quality, delivery date, price competi- and cancels the qualifications of suppliers who do not meet the standards.
tiveness, innovation capability, and
[- e Annual one-vote veto for ESG related issues
% assessments ‘(soaal responsibilities, ?nV|ronm?ntal ) ) ) o According to Supplier Annual Performance Evaluation Form,
impact assessment, business ethics), e Combined with daily management the supplier is assessed as grade D
ylelngjg a final score as a basis for %‘ evaluation an.d an‘nual perfor—' o There are significant deficiencies in ESG performance and
graded management mance appraisal, if the following no improvement plan is proposed within the time limit
fails to meet expectations, then © The products delivered for three consecutive months did
the qualification is revoked not meet the quality requirements of SHP Group
e Assess ) ) )
suppliers’ > Focus on supplies with a high
formances rejection rate
performance o Analyze the cause of high rejection In 2022, SHP Group integrated
anq analyze o Give feedback and help suppliers supplier resources and decided to .
their quality rectify disqualify 2 unsatisfying suppliers. su ppllers
periodically
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Indicators Unit 2021 2022 Resilient supp[y chain

SHP Group has developed supply chain emergency responses to various unexpected events in order to
Percentage of signed

Supplier Code of Conduct Yo 91.94 100.00 ensure business continuity. The Group seeks cooperation with at least two or more suppliers serving the

same type of product, which is helpful in emergencies as other suppliers can quickly act substitutes. In case
that suppliers encounter technical difficulties, SHP Group also dispatches technical personnel to provide
technical support on site to ensure quality and delivery.

Percentage of suppliers
signed environmental, labor
and human rights require-
ment clause contracts \

% 91.94 100.00

= SHP Group initiated the emergency response for supplier in time to deal with
the delivery in the epidemic
Percentage of suppliers % 80.06 100.00
evaluated by CSR survey
In Apr, 2022, Kunshan supplier was about to suspend production due to the epidemic,
and SHP Group initiated the emergency response, i.e. arranging another supplier
serving the same type of product to produce, who succeeded in rapid delivery. The
:3;Cifzzapgpffliz:SC5R on-site % 12.60 90.70 difficulty was overcome.
Percentage of all purchas- In order to improve the overall management efficiency and time-sensitive response of the supply chain,
Z:ZET:;:;C;:; sustainable % 100.00 100.00 SHP Group carried out digital and intelligent integration of the supply chain in 2022, and developed and
used SRM system to track order progress and delivery in real-time. Meanwhile, the Company extended its
ERP system to the bidding process, for which online bidding was accessible, characterized with rapid
Percentage of suppliers response and price confirmation. Additionally, it also built a digital plant connected to SRM system, which
invglvedin imprgvement % 100.00 100.00 optimized work processes including negotiation, procurement, delivery, and reconciliation, efficiently
actions or capacity controlled corresponding management costs, effectively avoided risks, and promoted the establishment of

development
P a favorable and efficient supplier management system.
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4.3 Customers services

The sustainable development of an enterprise is based on high-quality customer services, and thus SHP Group always prioritizes the need of customers. Strictly abiding by laws
and regulations including the Law of the People’s Republic of China on Consumers’ Rights and Interests Protection, it always contributes to better customer services involving customer
privacy protection, communication channels, and higher satisfaction, with a commitment to building stable partnerships with high-quality services and growing together with customers.

Protect customer privacy

Customer privacy protection is fundamental to winning customer
trust and maintaining stable partnerships in the long run. Refer-
ring to legal requirements such as the Cybersecurity Law of the
People’s Republic of China, the Data Security Law of the People’s
Republic of China, the Personal Information Protection Law of the
People’s Republic of China, and standard requirements of
ISO27001, SHP Group formulated such regulations as Compliance
Management Procedure, Data Security Protection Management
Procedure, specifying corporate and personal data security man-
agement in the principle of classified management, graded
protection, and authorized use, and provided technical support
for customer privacy protection in combination with a data
leakage prevention system.

In 2023, SHP Group formulated Information Security Management
Manual in which the importance of customer information security
protection is clarified for employees and responsibilities for
customer information security protection and management
assigned to specific departments to further strengthen the
protection of customer information.

Q

Document
security

Management of
document
dispensing
externally;
Leakage tracking;
Analysis of
sensitive data;
Watermark
handling

o0l

Behavior
auditing

Document actions;
E-mails;

Instant messaging;
Desktop & Screen;

Printing

Document

o Anti-screenshot;

e Safe external
document
dispensing

Mobile storage
security

« Mobile storage
device security
management;

* Mobile storage
device encryption;

o External device
management
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Customer communications and complaints

Customer feedback and complaints can be used as a guide for SHP Group to improve customer services. With more efforts \
to optimize Customer Complaint and Return Handling Measures and Continuous Improvement, SHP Group further defined < SHP Group actively responded
rights and responsibilities of relevant responsible persons, and continued to improve the product quality feedback mech- to customer feedback and

anism and customer complaint and return handling process. On a regular basis, customer complaints were analyzed to recalled unqualified product

trace categories and causes of product defects. Also, it developed a "Customer Quality Improvement Plan", developed
complaint control objectives and linked it with individual performances, formulated on-the-job training mechanism,
applied targeted strategies including strengthening on-site management tools, preventing and controlling human
errors, introducing automation technology, etc., to comprehensively improve customer services.

In 2022, as long as it received feed-
back from customers on powder

Coctomer Business Product Quality leakage, t.he Group immediately
Department or QE Control QE e plant Tt proposed improvement measures:
— — — i I correct and replace the product
C laint/ret Acceptance and Survey and \__\responsml(—a/_,— P ) P )
omplaint/return notification resolve i structure and materials, and retain
samples of products that had
I already been shipped to determine.
Product Quality If determined defective, the product
Business Control QE/ Accountability would be returned and destroyed.
Department Business Department Lot Tl unit
- - .-="" Measure s -
Provide services Reply in 24h to "~\i~dentification_,/' Cause analysis
satisfying Business Depart- \\\,x" and corrective
customers ment or customer | prevention
3 I f
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Improve customer satisfaction

SHP Group regards customer satisfaction improvement as an important development Q\ \
goal. It conducted survey among customers whose opinions or suggestions are < SHP Group introduced new 3D equipment in active
summarized, and accordingly developed targeted improvement plans that focus on response to customer need

fundamental solutions to problems, so that customer satisfaction can be raised.

The rejection rate in on-site customer inspection, customer complaint rate, The Group invested largely in the latest 3D printing equipment
and return rate are viewed by the Group as core indicators of customer that can make the product close to finished product accessible to
satisfaction management. The targets of relevant indicators are: customers in the first place, greatly reducing time of response to

customer demand and improving customer satisfaction.
e Rejection rate in on-site customer inspection lower than 2.83%
® Customer complaint rate lower than 0.40%

e Return rate lower than 0.33%

The customer complaint rate in 2022 was 0.55%, decreased by 0.15% from 2021. To
improve customer satisfaction, SHP Group made a focus analysis and took improve-
ment measures detailed in Section 4.1 Product Quality Control. |
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5 Our People

From the bottom of our hearts, we recognize our employees as an important and critical force for driving the Company’s sustainable
development. Following the core value of teamwaork, we patiently listen to employees’ opinions, proactively protect their rights and
interests, ensure their health and safety, and support their personal development via various channels, and we attach great value to

the Company’s social responsibility.

SDGs in this Chapter

GENDER
EQUALITY

NO GOOD HEALTH
POVERTY AND WELL-BEING

QUALITY
EDUCATION

DECENT WORK AND INDUSTRY, INNOVATION
ECONOMIC GROWTH AND INFRASTRUCTURE

o | o

Material issues in this Chapter

1 REDUCED ‘IB PEACE, JUSTICE
INEQUALITIES AND STRONG
INSTITUTIONS

W

Y,

PN
(=)

v

e Human rights and labor interests

Employee training and cultivation

Diversity and inclusiveness

Health and safety

Investments to communities

Environmental, Social and
Governance Report
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5.1 Employees’ rights and interests

The Company values the protection of employ- Guarantee of human rights
ees’ rights and interests. To this end, we have

been constantly optimizing company policies

- rant f basic human rights
and abiding by the Labor Law of the People’s Guarantee of basic human rig

Republic of China, the Labor Contract Law of the The Company follows the rules of employment compliance. In this regard, we comply with the Law of the People’s Republic
People’s Republic of China and other related laws of China on Protection of Minors, the Labor Law of the People’s Republic of China, the Regulations Banning Child Labor, and
and regulations in China, as well as the laws SA8000:2014 Standard, and we formulated policies like Control Procedures for Forbidding Forced Labor. Meanwhile, the
and regulations in overseas operation places, Company also specified the work scope and intensity of female employees to guarantee their rights and interests.
such as the USA and Mexico. We have been Following related laws and regulations, SHP Group specified vacation arrangement and leave regulations, including
sticking to people-rooted strategy and listen annual leave, sick leave, maternity leave, paternity leave, and a 10-day parental leave each year for employees with
carefully to employees’ requests. children under three years old, to guarantee employees’ basic rights and interests.

The Company'’s policies of basic human rights are listed as follows:

e Banning Child Labor: We never tolerate any child labor, forced labor, nor any supplier or subcontractors
that may damage employees’ health and safety

e Respecting employees’ freedom of association, and forbidding any forms of forced labor

¢ Providing healthy and safe working and living conditions to ensure the safety and occupational health
of employees

® Promoting labor-management cooperation, and respecting employees’ freedom of association and
their right to collective negotiation

¢ Affording the responsibility to bring equality and justice to work and social activities, and forbidding
any forms of discrimination;

e Respecting the basic human rights of employees and forbidding any form of insult

* Arranging production plans, and employees’ working and rest hours reasonably
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The Company follows the Universal Declaration of Human Rights, the Guiding Princi- Labor Union
ples on Business and Human Rights, and Human Rights Policy for Employees, and
proactively responds to ESG related initiatives from strategic customers. Following
the principle of high standards, the Company ensures that the wage being paid
could sufficiently support employees and their families with a basic and decent
living style in the working place and a basic guarantee of their social and cultural
life. The major content is listed as follows.

The Company set up Labor Union, which plays a vital role in representing employ-
ees’ interests, maintaining employees’ rights and interests, and enriching employ-
ees’ leisure time. We also set up Labor Union Committee, in charge of the Female
Employees Sub-Committee, Supervision and Examination of Labor Protection
Sub-Committee, Labor Disputes Mediation Sub-Committee, Union Expenses Inves-
tigation Sub-Committee, which are devoted to solving employees’ questions,

@ fighting for the welfare for employees, and improving working qualities.
Food Medical treatment
Employees could afford three Employees could enjoy basic
meals a day that are diversified medical treatment easily, and & TARHERSTERSE
and nutritional medical services in emergency g

=~ i
r
Education [ House Py —

(SeE. mavERERE.
HIRINAGEN . BESRORK  BREAEEER TN
IaInAm.

Employees not only have the Employees could enjoy a decent "*mmr_“
opportunity to invest in their domicile with a good environ- sinta, mtmwoeamen it
children’s education, but also ment

have the opportunity to accept
occupational training to challenge

themselves for a higher position.

v Key performance v Key performance
In 2022, the percentage of security personnels in SHP In 2022, the Company Labor Union provided 5 with USD 3,937.6 successfully
Group that received human rights training was times of help to employees with difficulties, applied in total.

100% 5 times 3,937.6 usbD
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Equality, inclusiveness and diversity Q\ ™~
— Formulating plans for caring for disadvantaged groups,

Endeavoring to create an equal, inclusive, and diversified working and helping the development of each employee

environment, the Company says no to discrimination and tries its

best to guarantee the rights and interests of disadvantaged

employees. Valuing human care in the Company, we formulated In 2022, the Company continued to implement our plans for caring for disadvantaged

plans for caring for disadvantaged groups. Meanwhile, the Com- groups like the disabled, the elderly, veterans, and people from ethnic minorities. We

pany responds to L'Oréal Solidarity Sourcing Program actively, to arranged them to appropriate posts after fully considering their body situations, capa-

try to improve the society’s inclusiveness to disadvantaged bilities, customs, and habits. For example, we do not arrange the disabled to work in a

groups. By November 2022, the Company has provided 636 equal high-pressure or high-temperature environment. The Company has established a coop-

working opportunities to disadvantaged groups. eration relationship with two special education colleges and universities and accepts the
employee referral of the disabled. In the coming days, we will continue to expand our

Our goal is to make disadvantaged groups account for 5% of our cooperation with special education colleges and universities by arranging special

total employees by 2025. For more details of performance, please persons for on-site connection and daily management, to plan the career path for the

refer to ESG Progress Tracking. For more information on the diver- disabled people.

sity of employees, please refer to Key ESG Performances.

BRA " f’T‘ 23] Occupational development Providing Helping join
‘ and personal growth humanistic caring the team fastly

| e Providing diversified e In work, treating with no e Establishing correct

- BRI 2 Pt training (prejoccupa.tional diffe.re'nce, and in life, opinions' on'employment,

£ E YN AR D~ I e training, basic technique providing help and cultivating a sense of
m‘ TamiaunseaTaisin. Sanea. aaasas. training, and personal « Organizing seminars, responsibility
'=‘tj‘ Bttt e % capability training) group construction e Establishing special lines

- e Providing help for master- activities, and return visit and appointing special
-~ ":{ ing more techniques for activities regularly management persons
Taml® | more posts
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Listening to employees’ opinions

Mechanisms for employee communication

The Company is devoted to providing a good and
harmonious working environment for employees,
for which, we implement Employee Internal
Appealing Regulations and Management Regula-
tions for Reporter’s Protection. The employees
could appeal via various ways, such as in oral, by
paper, by making phone calls, and by sending
emails, and they may also appeal to the Presi-
dent of the Labor Union, COO of the Production
and Operation Center, Chief Human Resources
Officer of Human Resource Department, and VP
of Administrative Management Center. The Com-
pany has also opened service windows to better
listen to the employees’ opinions, trying to solve
each question swiftly and satisfactorily.

Survey on employee satisfaction

The Company surveys employees’ satisfaction in
each quarter, including their satisfaction with the
canteen and dormitories. The surveys mainly focus
on employees’ living quality, aiming to improve
the quality and transparency of the Company’s
operation.

About SHP Group
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Employee care

To help employees balance work and life, the Company constantly
enriches employees’ welfare. The Union supports employees to estab-
lish communities and organize chess competitions, ball competitions,
birthday parties, and other different forms of activities. The Company
cares for employees’ physical and mental health.
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5.2 Employees’

Devoted to creating safe and healthy working environ-
ments for employees, the Company abides by the Work
Safety Law of the People’s Republic of China and takes
guaranteeing employees’ safety and health as the top
priority of company operation. We recognize, manage,
and control risks in production operation procedures
via establishing 1SO 45001 System, and we regulate
management standards and employees’ operations
by formulating regulations for health and safety man-
agement for each procedure. In doing so, we ensure
persons, machines, materials, work environments,
and management are in safe condition, and we keep
improving to better guarantee the employee’s safety
and health. For occupational safety data related to
employees, please refer to Key ESG Performances.

Our vision is

o to build the Company to be a modern-
ized factory with systematic safety
management, standardized operational
behaviors, safe facilities and machines,
and operation and environmental tools
at fixed places, and to achieve zero-ac-
cident goal.

Governance Environment Product and Service Our People Appendix

Health and Safety

Safety Management System

In 2022, the Company formulated and revised Regulation Procedure for Machinery Protection, Construction Management
Procedure, Regulation Procedure for Safety Responsibility, Flow Sheet of Accident Time Management, Safety Education and
Training Management System, and continued to self-check problems in the Company to formulate improvement
plans. The Company checks employees’ body conditions regularly and evaluates whether the employee is suitable
for his/her current post based on the body check results. If not, the Company will adjust his/her post to ensure
his/her health.

v Framework of EHS Committee of SHP Group

Chief committee member: CEO

Deputy Chief committee member: COO

EHS Operation management and planning
Safety and Environment Department

Responsible persons of plants
(Plant 1, plant 2, plant 3)

Responsible person of
Technique Department

Responsible person of
Management Department

Responsible person
of Labor Union

Employee
representatives

v Rights and Responsibilities of Health and Safety Committee

. Inspect the occupational damages and potential accidents in work
. Supervise the implementation of plans related to health and safety of employees
. Provide suggestions related to employees’ health and safety to the General Manager
. Question the happening and accountability of major accidents, and supervise and urge the solving of major accidents
. Systematically organize employee training related to safety and health
. Formulate the Committee’s annual work plans (i.e. Annual Plan Sheets for Safe Production)
Hold safe production meetings every month and Health and Safety Committee leaders’ group meetings in each quarter.

N o uDdNwWwN 2
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The Company highly values the management of
occupational safety, so it has been constantly improv-
ing the system for occupational health and safe
production and the Company has included regula-
tions related to safe production in Employee Manual.
Meanwhile, the Company has formed a clear and
specific induction training procedure on safe produc-
tion to make new employees aware of the importance
of safe production. In 2023, the Company realized the
informatization of safety management with the help
of government emergency platform, on which the
management system is divided into terms of weeks,
months, and quarters at levels of sections, depart-
ments, and factories, to realize swift and effective risk
management and control.

The Company arranges health check for employees
annually, and would adjust the posts of employees that
have occupational contraindications.

In 2022, posts of 85

employees were adjusted
to ensure their physical
and mental health. employees

In 2022, the number of
employees with occupa-

tional illnesses was 0. employee

Governance Environment

Forming working institutions

Safety training

Hazardous recognition/
risk evaluation

Incident

and
changes

Risk ranking

v
< < < <
< < < <

Risk classification management

s and control system

Investigate
and deal

with
potential
risks

— Dual prevention mechanism

Constant improvement

Product and Service Our People Appendix

Maintain safety organization chart
Hire external experts

Regular safety training
Daily safety meetings in classes and groups

Approaches to recognize hazardous
Approaches to evaluate risks

Use LEC evaluation method (Graham
evaluation method) to rank risks
Formulate risk level classification matrix

List risks at different levels
Manage the management system at
different levels

o Operation effectiveness evaluation and improve
o closed-loop management system

Investigate and deal with potential risks
Evaluate dual prevention mechanism
and improve

Regularly update and optimize risk
control system
Appraise responsible entities and persons
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< SHP Group formulated Procedures for Managing Subcontractors and Related Parties to improve the management of personal health and safety

Pre-evaluation of the qualification of subcontractors and other related parties Selection and employment

Selection and employment

In 2023, SHP Group formulated Procedures
for Managing Subcontractors and Related
Parties, which specified the obligation and

- EHS violation recognition in history
responsibility of Procurement Department

Appliance examination

and other departments that deal with e Sign Agreements on Safe Production and

Environmental Protection Management

o Interms of safety, whether major or
above accidents have happened and
the accidents happening rate with qualified subcontractors and other

e In terms of environment, whether there related parties.
has been regulation violation e Refuse to employ subcontractors or

e In terms of employment, whether there related parties that do not have
has been regulation violation sufficient qualification or have major

EHS violation record in history

e Qualification certificates of subcontrac-
tors and other related parties

e Certificates of project responsible
person and operators

e Setting of safety management persons

projects. Meanwhile, the Group pre-evalu-
ated the qualification of subcontractors
and other related parties, and signed
Agreements on Safe Production and Environ-
mental Protection Management with quali-
fied subcontractors and other related
parties. The Group also established a
supervision and management procedure

covering all working processes to ensure
g 9gp 22 _ 2N _ _ Lo .
the health and safety of subcontractors ‘“‘6" Before operation Q@, During operation Q@, After operation

and other related parties.

Formulate measures to recognize
and manage dangerous and
hazardous factors

Formulate emergency treatment
measures

Check qualification and license
of operators

Check on-spot safety supervision
and protection situation

Equip with labor protection
products

Equipment safety check

Safety training for operators

Supervise the compliance of
operating process

Require for in-time rectification
regarding non-compliant
operations

Punish the person who refuses
to rectify non-compliant
operation, or cancel his/her
operation qualification

e Evaluate performance and
manage the renewal of
employment

e Establish and manage profile
for qualified subcontractors

-—
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Safety practice

Equipment safety

The Company attaches great importance to risk control of equipment Q\ \
safety, for which we formulated SHP Group Machinery Safety Protection < Optimizing equipment safety to ensure employees’ safety
Guide and Machinery Safety Protection Procedures to strictly control the
design and acceptance check of equipment. In 2022, the Company

analyzed potential machinery safety hazards and found that machinery The Company highly values equipment safety. In 2022, the Company found the
safety hazards and fire and explosion risks accounted for over 50% of all absence of safety protection cover around gilding presses, which may cause a
risks. To this, the Company carried out a special inspection and evalua- risk for the operator to be drawn into the rotary equipment. After optimization,
tion on machinery safety, resulting in Machinery Safety Evaluation Report safety sensation grating is used as the switch for turning on and off the equip-
and optimizing 16 pieces of equipment. ment. When lights are covered, the equipment will stop compressing to ensure

employees’ safety. Besides, the Company upgraded the safety of the logistics
forklift by setting up a speed-limitation system in the forklift to prevent employ-
ees from over-speeding. Meanwhile, the hit-prevention system for forklifts is

@ now under design.
In 2022, our Safety and Environment Department found 152 0
items of potential accidental risks in total, in which 144 0
items were rectified, with the risk rectification rate of 95%.

By the end of 2022, essentially safe equipment in the O
affiliated companies of the Company has reached over 0
90%, a huge improvement compared with 2021.
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Safety training and drill

The Company values employees’ safety and production safety. In this Q\ ) . ) \
regard, we insist on organizing safety training, focusing on continuous People-trapped-in-elevator emergency drill to improve
optimization of machinery safety and various kinds of emergency drills, the capability of recognizing safety hazards

including employee evacuation drills, employee electric shock drills,
volunteer firefighters drills, and chemical leaking drills. Health and
Safety Committee will play a better role in achieving safe production by
making managers lead to attend safety classes and organizing 45-min-
ute professional training every two months to improve team strength. In
the future, the Company plans to connect the responsibility of safe
production to employees’ promotion, appointment, and rewards, to
ensure that responsibilities for safe production are actually afforded.

In November 2022, implementing the 2022 emergency drill plan for safe
production, SHP (Kunshan) conducted an emergency drill for people trapped in
the elevator, to make sure employees could take effective measures in relevant
accidents to protect their safety. In this emergency drill, persons in charge and
members of all groups responded swiftly, and comprehensively checked eleva-
tors after the drill. SHP (Kunshan) concluded strengths and weaknesses after
the drill, and as a conclusion, in the next emergency drill, more employees
should be involved and third-party institutions should be duly contacted to
achieve a more effective safety practice.

In 2022, safety education trainings in each 0
quarter were accomplished online as planned, 0
with 100% training completion rate.

Besides, we carried out our emergency drill regularly to improve employ-
ees’ capability of dealing with emergencies. Safety and Environment
Department also conducted special program for safe production, i.e. Job
safety analysis (JSA) and risk assessment program. The department also
revised Safe Production Risk Recognition and Control List, and organized
related training three times for managers at and above group-level, to
optimize the work safety standard and avoid accidents.
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5.3 Employees’ cultivation

The Company has been providing rich learning opportunities and
occupational plans for employees, and adopted many measures to
support employees’ development, to achieve the common develop-
ment of individuals and the Company. For detailed data related to
employees’ training, please refer to Key ESG Performances.

Capability construction

The Company stipulated standardized training procedures and
appraisal requirements covering new employees to in-service
employees. For new employees, the Company formulated training
procedures for direct employees, direct-aid employees, and indirect
employees. In addition, some training programs may also help new
employees to master skills in a short time and adapt to work
requirements.

Environment

Product and Service

Our People Appendix

New requirements for employees’ capability from globalization: professional skills,
comprehensive quality, teaching skills, languages, and international visions

e Establish talent assess-
ment and analysis
mechanism

e Establish talent cultiva-
tion mechanism

e Establish a multi-chan-
nel development
mechanism for talents

e Establish multi- dimen-
sional encouraging
mechanism

Conducted talents
assessment and analy-
sis in consecutive three
years from 2021 to 2023
Carried out echelon
trainings for develop-
ment system and
business system in 2022
Eagle training for fresh
graduates

Carried out special
training focusing on
major problems
Development of
ShyaHsin College
Introduced performance
encouragement mecha-
nism to partial posts
Carried out phase | of
Six Sigma Yellow Belt
training

2021-2025 Plan Accomplished items so far Next steps

e Confirm ShyaHsin
College’s plan,
construct platforms to
integrate online and
offline activities

e Land ShyaHsin
College’s projects

® Build talent echelon
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From the operation of phase 1 employee training place in July 2021 to the opening of a special By the end of 2022, ShyaHsin College has had a total of 50 internal
program for capability improvement in May 2023, our Human Resource Training Center has been trainers and tutors and 38 people with six sigma yellow belts, and
constantly optimizing ShyaHsin College, by introducing programs for different posts and different it has developed 10 kinds of courses covering 60 subjects. With
employees, such as Eagle training camp, and special program for improving press gilding capabili- annual educational training plans for in-service employees, which
ty, etc. By combining theoretical practice and the Company’s development strategy, ShyaHsin specify different training directions and courses for different
College cultivates talents for the Company to achieve innovation in technology and management. positions, the Company encouraged the development of employ-

ees through employee training effectively. The 2023 educational
training plan included a total of 94 subjects covering general

ShyaHsin College education, quality, techniques, and six-sigma-related aspects.

We aims to build a comprehensive, systematic, and professional
Company College that roots in design, development, and manufac-

//' RN turing of cosmetics packages. It will become an incubation base for
/College’s\ talents, technological innovation and management innovation.
\ Mission

\ /

Building Knowledge Platform

2 5 o)

(7 [ 2B
RSN e Echelon trainings e Special trainings for e Promoting the
/ Basic N of talents improving quality and innovation, pilot-
\  tasks professional skills ing, and hatching
AN S of management

and techniques

Transmitting Company culture
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= Eagle training camp in ShyaHsin College

helps the development of interns

For newly hired college and university graduates, ShyaHsin
College plans Eagle training camp, which includes 18 days of
training, 32 days of on-spot internships, and 1 day of group
construction to train work skills, to help such new employees to
better adapt to working environments. With courses combined
with on-spot internships, interns could attend each procedure
of product manufacturing. After two and half months of train-
ing, the camp arranges activities for concluding, communicat-
ing, sharing, and reporting the learning outcomes. In the Eagle
training camp that started in July 2022, 100% of courses and
internships were accomplished and 92.6% of interns were
retained. All attendants learned skills in the camp and made
progress with the Company for future development.

Governance

Environment

Product and Service
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Appendix

In 2023, the Company will reviewed employees based on the business system to provide
customized improvement direction for different kinds of talents.

(sales)

Category Subjects Numbers Training direction Improvement direction
* Management + Leadership
@ personnel * Management * Effective communication
(Section Chief, Vice 493
Development Manager, Manager) people + Tools ’ Tea'm management
system « Indirect personnel, - Language * Project management
(research and technicians » Execution force
development)
*« Management
%‘ personnel » Effective communication
(Section Chief, Vice 221 * Tools * Leadership
Production Manager, Manager) people « Management * Time management
system « Indirect personnel, » Technical capacity
(manufacture) technicians
N » Language capability
@.  Effective communication
° « Personnel under 59 * Management * Objective and conse-
Business directors people + Tools quence management
» Language .
system » Pressure and emotion

management
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Promotion channels Incentive mechanism

In 2023, the Company established a multi-channel promotion mechanism to guarantee all employees have As a company focusing on cosmetic packaging, we
clear occupational development channels that could enable them to upgrade or downgrade. The Company connect production performance with employee incen-
will evaluate employees every 12 months based on their accumulated points, and the employees whose tive. Production and Operation Center published and
scores meet standards will be promoted. updated incentive policies for employees’ monthly perfor-

mance and specified the Company’s mechanisms and
appraisal indicators including performance indicators

achievement rate, quality control rate, OTD rewards, and
accident deduction. Such indicators will encourage
employees to accomplish their monthly performance at a

high standard and in avoiding accidents.

Senior manager Senior engineer

The Company pays attention to employee development
by rewarding excellent employees every year under the
Section manager/ Engineer Senior commissioner principle of justice, fairness, and openness. In 2022, the
director annual excellent awards included an excellent group
award, a management innovation award, a technique

19797

. o innovation award, an optimized proposal award, an
Assistant Commissioner advanced individual award, and a special award for the
president, which aimed to reward groups and individuals
that have made great achievements and contributions in
Intern Intern different business modules and to encourage employees

to give full play to their potentials for the development of

the Company and themselves.
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5 4 Investments to communities

The Company proactively involve itself in public welfare and charity to perform its social

responsibility by organizing a series of activities. Oriented towards sustainable develop- — The Company donated to give back to society
ment, we contribute to building a greener, more harmonized, and more equal society.

—> . . . \ Together with many companies in Kunshan, the Company made
Taking actions to create a green Earth in the week themed d Y P pany

. . charitable donations themed Care for Yushu, Care for Juela in August,
environmental protection

2022, donating 1,482.2 USD. Devoted to giving back to society, caring
for vulnerable groups, and proactively promoting public welfare, the
The “Earth Hour" activity is to help people think and focus on environmental Company intends to make its contributions to helping areas with
problems through collective actions. The Company proactively responded difficulties through such projects.

to the proposal of Earth Hour and encouraged employees to join in environ-
mental protection activities. The Company intends to strengthen the public’s

awareness of saving energy and protecting environment through such promo- [ e I 3

U
tion activity. Besides, the Company also organized environmental protection E%Eﬁm I%af‘\?tn :,\ C\ 1
themed group building youth activities contributing their power. —i KB C\ﬁﬂ}fg j
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Financial Year 2022

Financial Year 2021

Indicators Unit SHP SHP SHP SHP SH SHP SHP Group SHP Group
(Kunshan) (Cixi) cCcT QD (Taiwan) (Mexico) in total in total
Direct energy? Natural gas? Standard cubic meter 92,414.00 0 0 0 0 0 92,414.00 0
Diesel oil Liter 47,701.63 0 0 0 0 0 47,701.63 47,362.39
Gasoline Liter 31,630.18 0 0 0 0 0 31,630.18 20,680.57
Liquefied petroleum gas Kg 8,850.00 0 0 0 0 0 8,850.00 10,190.00
Indirect energy Purchased electricity kwh 98,071,203.00 359,414.00 4,427,736.40 2,444,310.00 877,200.00 36,514.00 106,216,377.40  115,304,952.88
Purchased steam* Ton 0 0 0 1,492.70 0 0 1,492.70 8,661.87
Compre- Absolute value Comprehensive energy Tons of
hopene consumption® standard coal 12,283.86 4417 54417 492.37 107.81 4.49 13,476.86 15,209.02
energy-con-
suming Intensity of comprehen- Tons of
sive energy consump- standard coal/ 47.08 66.51 37.81 60.41 10.27 14.80 45.70 =
tion (based on revenue) million USD
Intensity of comprehensive Tons of
energy consumption standard coal/ 55.28 2.87 51.83 68.40 18.33 - 51.60 67.33
(based on production value)  million USD
Greenhouse Absolute value  Scope 1° tCO,e 441.84 0 0 0 0 0 441.84 203.35
gas emission
CO, tCO,e 425.86 0 0 0 0 0 425.86 203.35
CH,4 tCO,e 0.32 0 0 0 0 0 0.32 =
N,O tCO,e 15.66 0 0 0 0 0 15.66 =
Scope 27 tCO,e 55,930.01 204.97 2,525.14 1,840.19 434.21 15.88 60,950.40 69,607.24
Scope 1+ Scope 2 tCO,e 56,371.84 204.97 2,525.14 1,840.19 434.21 15.88 61,392.24 69,810.59
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Financial Year 2022 Financial Year 2021
Indicators Unit SHP SHP SHP SHP SH SHP SHP Group SHP Group
(Kunshan) (Cixi) cCcT QD (Taiwan) (Mexico) in total in total
Greenhouse Intensity value  Scope 1/revenue tCO,e/million USD 1.69 0.00 0.00 0.00 0.00 0.00 1.50 -
gas
emission Scope 2/revenue tCO,e/million USD 214.36 308.61 175.43 225.79 41.36 52.40 206.66 -
I(’z\c/ggﬁeh Scope 2)/ tCO,e/million USD 216.05 308.61 175.43 225.79 41.36 52.40 208.16 -
Scope 1/production value  tCO,e/million USD 1.99 0.00 0.00 0.00 0.00 - 1.69 0.90
Scope 2/production value  tCO,e/million USD 251.70 13.31 240.49 255.66 73.85 - 240.51 308.17
(Scope '!+ Scope 2)/ tCO,e/million USD 253.69 13.31 240.49 255.66 73.85 - 242.20 309.07
production value’
Waste Absolute Particulate matter emission Kg 1,345.24 0 0 0 - - 1,345.24 2,546.45
emission value-fixed
source SOx emission? Kg 0 0 0 0 - - 0 172.00
NOx emission Kg 0 0 0 0 - - 0 441.00
Absolute Particulate matter emission®* Kg - - - - - - - -
value-mobile
source SOx emission Kg 1.23 0 0 0 - - 1.23 1.07
NOx emission Kg - - - - - - - -
Total intensity Particulate matter Kg/million USD 516 0 0 0 _ _ 4.56 _
value emission/revenue
SOx emission/revenue Kg/million USD 0 0 0 0 0 0 0 -
NOx emission/revenue Kg/million USD 0 0 0 0 - - 0 -
Particulate matter emission/ ¢ /million USD 6.05 0 0 0 - - 515 11.27
production value
SOx emission/ Kg/million USD 0 0 0 0 0 - 0 0.77
production value
NOx emission/ Kg/million USD 0 0 0 0 - - 0 1.95

production value
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Financial Year 2022 Financial Year 2021
Indicators Unit SHP SHP SHP SHP SH SHP SHP Group SHP Group
(Kunshan) (Cixi) cCcT QD (Taiwan) (Mexico) in total in total
Hazard Absolute value Hazardous waste discharge  Ton 565.60 0 119.68 2111.78 - - 2,797.06 2,111.00
emission
Volatile Organic K 2,362.09 0 313.00 15.00 - - 2,690.09 2,860.00
Compounds (VOCs) g T ' ' o T
Intensity value  Hazardous waste Ton/ million USD 217 0 8.32 25911 - - 9.48 -
discharge /revenue
Volatile Organic
Compounds Kg / million USD 9.05 0 21.75 1.84 - - 9.12 =
(VOCs)/revenue
Hazardous waste
discharge/produc- Ton/ million USD 2.55 0 11.40 293.39 - - 10.97 9.35

tion value

Volatile Organic
Compounds (VOCs)/ Kg / million USD 10.63 0 29.81 2.08 - - 10.30 12.66
production value

Water Absolute value  Water consumption Ton 422,750.00 929.00 37,834.00 15,241.00 - 601.00 477,355.00 474,002.00
consumption

Intensity value  Water consumption/

Ton/ million USD 1,620.22 1,398.70 2,628.50 1,870.04 - 1,982.71 1,618.54 =

revenue

Water consumption/ Ton /million USD 1,902.47 60.31 3,603.24 2,117.44 - - 1,830.00 2,098.51

production value
Wastewater External discharge of Ton 0 0 0 0 0 - 0 35,287
discharge industrial wastewater? !
amount

Industrial wastewater Ton 0 0 0 0 0 - 0 0

reuse amount

Chemical oxygen demand  14p, 0 0 0 0 0 - 0 1

(COD) for treatment
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Financial Year 2022 Financial Year 2021
Indicators Unit SHP SHP SHP SHP SH SHP SHP Group SHP Group
(Kunshan) (Cixi) cCcT QD (Taiwan) (Mexico) in total in total

Recycle of waste Amount of waste )

fluorescent tubes Piece 0 0 0 0 - - 0 0

generated

Amount of waste

fluorescent tubes Piece 0 0 0 0 - - 0 0

recycled

Amount of used Piece 2,560 0 215 0 - - 2,775 3,304

batteries generated

Amount of used Piece 2,560 0 215 0 - - 2,775 3,304

batteries recycled

Generation of waste
toner cartridges and Piece 1,320 0 120 0 - - 1,440 1,551
ink cartridges

Recycling amount of
waste toner cartridges Piece 1,320 0 120 0 - - 1,440 1,551
and ink cartridges

Amount of used paper Piece 1,452,700 1,000 112,000 8,200 75,000 - 1,648,900 1,588,000

© Environmental performance - Green product performance

Financial Year 2022 2021
Indicators Unit SHP Group SHP Group
Photovoltaic power generation kwh 2,362,480 0
Photovoltaic power consumption’ kwh 2,362,480 0
Proportion of photovoltaic power consumption to o 518 0
total electricity consumption of SHP Group? ? :
Environmental protection investment amount Thousand USD 1,381.87 433.97
Proportion of PCR product revenue % 8.23 0.0
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& Social performance - Employee diversity performance

Financial Year 2022 Financial Year 2021
Indicat Unit SHP SHP SHP SHP SH SHP SHP Group SHP Group
ndicators (Kunshan) (Cixi) cCcT QD (Taiwan) (Mexico) in total in total
Employee number Person 3,329 160 193 276 95 86 4,139 4,380
Classified Absolute value  Senior management Person 21 0 1 0 1 0 23 19
based on
levels’ Female senior management Person 5 0 1 0 0 0 6 5
Middle management Person 97 2 3 1 8 8 119 136
Common employees Person 3,211 158 189 275 86 78 3,997 4,225
Proportion Senior management % 0.63 0 0.52 0 1.05 0 0.56 0.43
Female senior management % 015 0 0.52 0 0 0 0.14 0.11
Middle management % 2.91 1.25 1.55 0.36 8.42 9.30 2.88 3.1
Common employees % 96.46 98.75 97.93 99.64 90.53 90.70 96.57 96.46
Classified Absolute value Male employees Person 1,696 58 93 140 49 46 2,082 2,158
based on
gender Female employees Person 1,633 102 100 136 46 40 2,057 2,222
Proportion Male employees % 50.95 36.25 48.19 50.72 51.58 53.49 50.30 49.27
Female employees % 49.05 63.75 51.81 49.28 48.42 46.51 49.70 50.73
Classified Absolute value  Minority employees Person 84 24 2 20 0 0 130 70
based on
disadvantaged Disabled employees Person 76 0 16 0 0 0 92 76
groups
Proportion Minority employees % 2.52 15.00 1.04 7.25 0 0 3.14 1.60
Disabled employees % 2.28 0 0 0 0 0 2.22 1.74
Classified Absolute value Regular employees Person 2,466 116 173 202 95 86 3,138 2,496
based on
kinds of Dispatched employees Person 863 44 20 74 0 0 1,001 1,884
employment
Proportion Regular employees % 74.08 72.50 89.64 73.19 100.00 100.00 75.82 56.99
Dispatched employees % 25.92 27.50 10.36 26.81 0 0 2418 43.01
Classified Absolute value <30 years old (notincluding 30) Person 1,255 73 79 48 27 23 1,505 1,606
based on age
30-50 years old Person 2,004 85 100 227 63 58 2,537 2,698
>50 years old (not including 50) Person 70 2 14 1 5 5 97 76
Proportion <30 years old (not including 30) % 37.70 45.63 40.93 17.39 28.42 26.74 36.36 36.67
30-50 years old % 60.20 5313 51.81 82.25 66.32 67.44 61.29 61.60
>50 years old (not including 50) % 2.10 1.25 7.25 0.36 5.26 5.81 2.34 1.74
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Financial Year 2022

Financial Year 2021

Indicators Unit SHP SHP SHP SHP SH SHP SHP Group SHP Group
(Kunshan) (Cixi) CcCcT QD (Taiwan) (Mexico) in total in total

Classified Absolute value Production personnels Person 2,457 160 107 250 51 49 3,074 3,365

based on

function Sales personnels Person 69 0 0 0 13 0 82 63
Technical personnels Person 631 0 71 22 20 10 754 775
Financial personnels Person 25 0 0 0 4 3 32 23
Administrative personnels Person 147 0 15 4 7 24 197 154

Proportion Production personnels % 73.81 100.00 55.44 90.58 53.68 56.98 74.27 76.83

Sales personnels % 2.07 0 0 0 13.68 0 1.98 1.44
Technical personnels % 18.95 0 36.79 7.97 21.05 11.63 18.22 17.69
Financial personnels % 0.75 0 0 0 4.21 3.49 0.77 0.53
Administrative personnels % 4.42 0 7.77 1.45 7.37 2791 4.76 3.52

Classified Absolute value PhD Person 0 0 0 0 0 0 0 0

based on

educational Master Person 17 0 1 0 10 5 33 13

background
Bachelor Person 382 2 5 0 29 20 438 118
College diploma Person 707 17 107 24 35 40 930 852
Technical secondary Person 2,223 147 80 252 21 21 2,738 3,397
school and below

Proportion PhD % 0 0 0 0 0 0 0 0

Master % 0.51 0 0.52 0 10.53 5.81 0.80 0.30
Bachelor % 11.47 1.25 2.59 0 30.53 23.26 10.58 2.69
College diploma % 21.24 10.63 55.44 8.70 36.84 46.51 22.47 19.45
Technical secondary % 66.78 8813 41.45 91.30 2211 24.42 6615 77.56

school and below
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& Social performance - Turnover rate performance

Financial Year 2022 Financial Year 2021
Indicators Unit SHP SI-!P. SHP SHP SH. SHP ) ?‘:HP Group .SHP Group
(Kunshan) (Cixi) CcCcT QD (Taiwan) (Mexico) in total in total
Total turnover rate % 30.96 39.85 33.70 62.03 0 0 = =
Classified based on gender’ Male employees % 30.87 46.30 38.80 70.70 0 0 - -
Female employees % 31.05 35.44 28.42 53.46 0 0 - -
€ Social performance - Employee training performance
Financial Year 2022 Financial Year 2021
Indicators Unit SHP SI-!P. SHP SHP SH' SHP ) .SHP Group .SHP Group
(Kunshan) (Cixi) cCcT QD (Taiwan) (Mexico) in total in total
Average training hours per person Hour/person 15.4 - 10.8 10 3.5 5.4 14.3 9.6
Classified based on gender Male employees Hour/person 20.9 - 9.4 10 1.5 4.6 18.8 10.2
Female employees Hour/person 9.7 - 121 10 5.6 6.4 9.7 91
Classified based on function Production personnels Hour/person 111 - 7.3 10 5.3 7.4 9.9 9.9
Sales personnels Hour/person 49.6 - - - 0 - 41.7 10
Technical personnels Hour/person 18.5 - 18.1 10 1.7 7.6 17.4 9.5
Financial personnels Hour/person 68.4 - - - 1.0 1.3 53.7 6.3
Administrative personnels Hour/person 49.0 - 2.4 1 3.3 1.0 37.0 5.7
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& Social performance - Occupational health and safety performance

Financial Year 2022 Financial Year 2021
Indicators Unit SHP SHP SHP SHP SH SHP SHP Group SHP Group
(Kunshan) (Cixi) cCcT QD (Taiwan) (Mexico) in total in total
Employee’s Work injury accident
work injury rate per 200,000 - 017 0 0 0.42 0 0 - 0.27
working hours’
Number of
work-injury-related Case 11 0 0 1 0 0 12 17
accidents
Number of fatalities
from work-related Person 0 0 0 0 0 0 0 0
injuries
Lost workdayg QUQ to Day 742.5 0 0 30 0 0 772.5 26
work-related injuries
Lost hours due to Hour 5,940 0 0 240 0 0 6,180 208
work-related injuries
Security Coverage rate of
precautions essentially safe % 90 98 95 100 - 90 = 82
and training equipment
Times of fire drills Time 2 1 2 2 2 1 10 5
Number of
participants in Person 4,417 128 67 123 60 62 4,857 3,435
fire drills
Times of hazardous
chemical leakage Time 1 0 1 1 - 0 3 4

drills

Number of participants
of hazardous chemical Person 20 0 15 13 - 0 48 280

leakage drills

Absolute value Total number of people

e r Person 4,417 128 67 123 3 62 4,800 3,418
receiving safety training
Total hours of safety
training received by Hour 60,792 3,072 156 984 40 1,488 66,532 76,700
employees
Intensity value  Average hours of safety Hour/person 13.8 24.0 2.3 8.0 13.3 24.0 13.9 224

training per person
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Financial Year 2022 2021
Indicators Unit SHP Group SHP Group
Customer on-site inspection rejection rate % 5.51 214
Customer complaint rate % 0.55 0.70
Customer return rate % 0.68 0.37
€ Social performance - Supplier performance
Financial Year 2022 2021
Indicators Unit SHP Group SHP Group
Total number of suppliers Company 468 470
Cla;sified based on Domestic suppliers Company 422 424
regions
Foreign suppliers Company 46 46
Excellent suppliers Certified under the ISO 14001 system Company 65 62
Proportion of excellent suppliers % 10 6
ESG contract signing rate of suppliers % 45 10
Supplier elimination Number of eliminated suppliers Company 2 -
Proportion of eliminated suppliers % 0.4 =
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Financial Year 2022 2021
Indicators Unit SHP Group SHP Group
Community investment Total financial investment in community activities usD 1,485.9 -
Total attendants in community activities Person 154 -
Volunteer activity Number of participants in volunteer activities Person 3,640 2,641
Total volunteer service hours Hour 19,989 5,817
€ Corporate governance performance - Business ethics performance
Financial Year 2022 2021
Indicators Unit SHP Group SHP Group
Number of corruption litigation cases Case 0 0
Number of anti-corruption (integrity) training Time 2 2
Number of participants in anti-corruption (integrity) training Person 5,480" 150
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System certification documents

Certification Certificate documents Certification Certificate documents
A R Kmlll;i\-\lﬂl LEX I LT ] '-Aﬂl{(:’!::.l_h-lih nkt\l.a:flf‘le_vﬁdd*
ISO 14001 s, e oo 1SO 45001 o =
nEpsugeN DEARAEIN oEEEUETN - o ,f, CEENAEDN
(LA L L b 3
ISO 50001 SA8000
ISCC PLUS 1SO 37001
@!i??&wﬁﬂﬂu{ﬂ
1SO 9001 1SO 27001
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Certification Certificate documents Certification Certificate documents

CHAEFERFUTERS

CNAS Laboratory Evaluation Certificate for

product green carbon foot print

CDP score of climate change SBTi Commitment letter

K)
L R AR LU

°°° Intellectual Property
CDP score of water Management System
= Certification
v =
b SILVERIL I-IIDNZ‘
' A7 ( FEE FErl
EcoVadis | g 13 St T Cybervadis
| ecovadis ecovadis

Sustainability Sustainabilty

GHG Verification Opinion Certificate
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GRI content index

Use instruction
GRI1 used

GRI industry standards used

Environment Product and Service Our People Appendix

SHP Group refers to GRI Standard to compile the report from January 1, 2022 to December 31, 2022.

Basic

Currently unavailable

Topic standard

Disclosed items

Corresponding chapters Brief explanation

GRI 2: General
Disclosures

2-1 Organizational details

About this report, Company profile

2-2 Entities included in the organization’s sustainability reporting

About this report

2-3 Reporting period, frequency, and contact point

About this report

2-4 Restatements of information

About this report, Material issues

2-5 External assurance

Verification reports

2-6 Activities, value chain and other business relationships

Company profile, Strategic business layout, ESG values, Supply chain management

2-7 Employees

Key ESG performance

2-8 Workers who are not employees

Supply chain management, Key ESG performance

2-9 Governance structure and composition

ESG governance structure

2-10 Nomination and selection of the highest governance body

ESG governance structure

2-11 Chair of the highest governance body

ESG governance structure

2-12 Role of the highest governance body in overseeing the management of impacts

ESG governance

2-13 Delegation of responsibility for managing impacts

ESG governance

2-14 Role of the highest governance body in sustainability reporting

Material issues, Rights and obligations of ESG Committee

2-15 Conflicts of interest

Conflicts of interest

2-16 Communication of critical concerns

Material issues

2-17 Collective knowledge of the highest governance body

ESG governance structure

2-18 Evaluation of the performance of the highest governance body

Rights and obligations of ESG Committee

2-19 Remuneration policies

Rights and obligations of ESG Committee

2-20 Process to determine remuneration

- Trade secrets

2-21 Annual total compensation ratio

- Trade secrets

2-22 Statement on sustainable development strategy

Message from the CEO
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Topic standard

Disclosed items

Corresponding chapters

Brief explanation

GRI 2: General
Disclosures

2-23 Policy commitments

Corporate governance, Empowering innovation, Green production,
Product quality control, Supplier management, Guarantee of human rights

2-24 Embedding policy commitments

Corporate governance, Actions against climate change, Green production,
Product quality control, Supplier management, employees’ rights and
interests, Employees’ health and safety

2-25 Processes to remediate negative impacts

Anti-corruption, Listen to employees’ opinions

2-26 Mechanisms for seeking advice and raising concerns

Compliant operation, Listen to employees’ opinions

2-27 Compliance with laws and regulations

Corporate governance, Green production, Product quality control, Protect
client privacy, Employees’ rights and interests

2-28 Membership associations

Honors and recognition

2-29 Approach to stakeholder engagement

Material issues, Customer communications and complaints, Listen to
employees’ opinions

2-30 Collective bargaining agreements

Guarantee of human rights

GRI 3: Material Topics

3-1 Process to determine material topics

Material issues

3-2 List of material topics

Material issues

3-3 Management of material topics

Material issues

GRI 201: Economic
Performance

207-1 Direct economic value generated and distributed

Key ESG performance

201-2 Financial implications and other risks and opportunities due to climate change

Actions against climate change

201-3 Defined benefit plan obligations and other retirement plans

Guarantee of human rights

207-4 Financial assistance received from government

Honors and recognition

GRI 202: Market
Presence

202-1 Ratios of standard entry level wage by gender compared to local minimum wage

Trade secrets

202-2 Proportion of senior management hired from the local community

Not applicable

GRI 203: Indirect
Economic Impacts

203-1 Infrastructure investments and services supported

Investments to communities

203-2 Significant indirect economic impacts

Investments to communities

GRI 204: Procurement
Practices

204-1 Proportion of spending on local suppliers

ESG progress tracking

GRI 205: Anti-corruption

205-1 Operations assessed for risks related to corruption

Anti-corruption

205-2 Communication and training about anti-corruption policies and procedures

Anti-corruption

205-3 Confirmed incidents of corruption and actions taken

Anti-corruption

GRI 206: Anti-competitive
Behavior

206-1 Legal actions for anti-competitive behavior anti-trust, and monopoly practices

Anti-unfair competition

Appendix
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Corresponding chapters

Brief explanation

GRI 207: Tax

207-1 Approach to tax

Compliant operation

207-2 Tax governance, control, and risk management

Trade secrets

207-3 Stakeholder engagement and management of concerns related to tax

Trade secrets

207-4 Country-by-country reporting

About this report

GRI 301: Materials

301-1 Materials used by weight or volume

Sustainable materials

301-2 Recycled input materials used

Sustainable materials

301-3 Reclaimed products and their packaging materials

Sustainable materials, Green logistics

GRI 302: Energy

302-1 Energy consumption within the organization

Key ESG performance

302-2 Energy consumption outside of the organization

GHG in scope 3 cannot be
calculated for the time being.

302-3 Energy intensity

Key ESG performance

302-4 Reduction of energy consumption

Energy management

302-5 Reductions in energy requirements of products and services

Empowering innovation

GRI 303: Water and Effluents

303-1 Interactions with water as a shared resource

Water resource management

303-2 Management of water discharge-related impacts

Water resource management

303-3 Water withdrawal

Key performance

303-4 Water discharge

Water resource management, Key ESG performance

303-5 Water consumption

Water resource management, Key ESG performance

GRI 304: Biodiversity

304-1 Operational sites owned, leased, managed in, or adjacent to, protected
areas and areas of high biodiversity value outside protected areas

Not related

304-2 Significant impacts of activities, products, and services on biodiversity

It cannot be evaluated
for the time being.

304-3 Habitats protected or restored

Not related

304-4 IUCN Red List species and national conservation list species with
habitats in areas affected by operations

Not related

GRI 305: Emissions

305-1 Direct (Scope 1) GHG emissions

Pollutants discharge management, Key ESG performance

305-2 Energy indirect (Scope 2) GHG emissions

Pollutants discharge management, Key ESG performance

305-3 Other indirect (Scope 3) GHG emissions

GHG in scope 3 cannot be
calculated for the time being.

305-4 GHG emissions intensity

Pollutants discharge management, Key ESG performance

305-5 Reduction of GHG emissions

Energy management

305-6 Emissions of ozone-depleting substances (ODS)

Not related
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Corresponding chapters

Brief explanation

305-7 Nitrogen oxides (NOx), sulfur oxides (SOx), and other significant air
emissions

Pollutants discharge management, Key ESG performance

GRI 306: Effluents
and Waste

306-1 Waste generation and significant waste-related impacts

Waste management

306-2 Management of significant waste-related impact

Waste management

306-3 Waste generated

Waste management, Key ESG performance

306-4 Waste diverted from disposal

Waste management

306-5 Waste directed to disposal

Waste management, Key ESG performance

GRI 308: Supplier
Environmental
Assessment

308-1 New suppliers that were screened using environmental criteria

Supplier management

308-2 Negative environment impacts in the supply chain and actions taken

Supplier management

GRI401: Employment

401-1 New employee hires and employee turnover

Key ESG performance

401-2 Benefits provided to full-time employees that are not provided to
temporary or part-time employees

Guarantee of human rights

401-3 Parental leave

Guarantee of human rights

GRI 402: Labor/
Management Relations

402-1 Minimum notice periods regarding operational changes

Not related

GRI 403: Occupational
Health and Safety

403-1 Occupational health and safety management system

Safety management system

403-2 Hazard identification, risk assessment, and incident investigation

Employees’ health and safety

403-3 Occupational health services

Safety management system

403-4 Worker participation, consultation, and communication on
occupational health and safety

Employees’ health and safety

403-5 Worker training on occupational health and safety

Safe practice

403-6 Promotion of worker health

Employees’ health and safety

403-7 Prevention and mitigation of occupational health and
safety impacts directly linked by business relationships

Employees’ health and safety

403-8 Workers covered by an occupational health and safety management
system

Safety management system

403-9 Work-related injuries

Key ESG performance

403-10 Work related ill health

Employees’ health and safety, Key ESG performance
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GRI 404: Training and
Education

404-1 Average hours of training per year per employee

Key ESG performance

404-2 Programs for upgrading employe skills and transition assistance
programs

Capability construction

404-3 Percentage of employees receiving regular performance and
career development reviews

Employees’ development

GRI 405: Diversity and
Equal Opportunity

405-1 Diversity of governance bodies and employees

Equality, inclusiveness and diversity, Key ESG performance

405-2 Ratio of basic salary and remuneration of woman to men

Trade secrets

GRI 406: Non-discrimination

406-1 Incidents of discrimination and corrective actions taken

Equality, inclusiveness and diversity

GRI 407: Freedom of
Association and Collective
Bargaining

407-1 Operations and suppliers in which the right to freedom of
association and collective bargaining may be at risk

Guarantee of human rights

GRI 408: Child Labor

408-1 Operations and suppliers at significant risk for incidents of child labor

Guarantee of human rights

GRI 409: Forced or
Compulsory Labor

409-1 Operations and suppliers at significant risk for incidents of forced or
compulsory labor

Guarantee of human rights

GRI 410: Security Practices 410-1 Security personnel trained in human rights policies or procedures - Not related
GRI 411: Rights of 411-1 Incidents of violations involving rights of indigenous peoples - Not related
Indigenous Peoples
GRI413: Local Communities ~ 413-1 Operations with local community engagement, impact assessments, _ Not related
and development programs
413-2 Operations with significant actual and potential negative impacts on _ Not related
local communities
GRI 414: Supplier 414-1 New suppliers that were screened using social criteria Supplier management
Social Assessment
414-2 Negative social impacts in the supply chain and actions taken Supplier management
GRI 415: Public Policy 415-1 Political contributions - Not related
GRI 416: Customer Health 416-1 Assessment of the health and safety impacts of product and service Green product
and Safety categories
416-2 Incidents of non-compliance concerning the health and safety _ No violation

impacts of products and services
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GRI 417: Marketing and
Labeling

417-1 Requirements for product and service information and labeling

Empowering innovation

417-2 Incidents of non-compliance concerning product and service
information and labeling

No violation

417-3 Incidents of non-compliance concerning marketing communication

No violation

GRI 418: Customer Privacy

418-1 Substantiated complaints concerning breaches of customer privacy
and losses of customer data

Information security
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INDEPENDENT ASSURANCE OPINION STATEMENT

Statement No: SRA-795912

SHP Group
2022 Sustainability Report

The British Standards Institution is independent of SHP Group, and its subsidiaries (hereafter referred to as "SHP Group” collectively in
this statement), and has no financial interest in the operation of SHP Group other than for the assessment and assurance of SHP
Group's 2022 Sustainability Report (the "Report”).

This independent assurance opinion statement is prepared on the basis of review by the British Standards Institution of 2022
Sustainability Report presented by SHP Group. The review does not extend beyond such information and is solely based on it. In
performing such review, the British Standards Institution has assumed that all such information is complete and adequate.

Scope

The scope of engagement agreed upon with "SHP Group” includes the following:

1. The assurance scope is consistent with the description of SHP Group 2022 sustainability report. The Report is prepared in
accordance with the GRI standards.

2. Type 1 Moderate Level of Assurance in accordance with the AA1000 Assurance Standard v3 ("AA1000AS v3) evaluates the nature
and extent of SHP Group adherence to four reporting principles: Inclusivity, Materiality, Responsiveness and Impact. Therefore the
reliability of specified sustainability performance information/data disclosed in the Report has not been evaluated.

Opinion Statement
We conclude that the Report provides a fair view of SHP Group sustainability plan and performance in the reporting year. We believe
that the environmental and social general disclosures and key performance indicators are fairly represented in the Report, in which SHP
Group efforts to pursue sustainable development are widely recognized by its stakeholders.
Our work was carried out by a team of sustainability report assurors in accordance with the AA1000AS v3. We planned and performed
this part of our work to obtain the necessary information and explanations. We considered SHP Group has provided sufficient evidence
that SHP Group self-declaration of compliance with the GRI standards were fairly stated.

-

‘\*‘—‘

For and behalf of BSI: L~

Michael Lam - Managing Director Assurance, APAC

Issue Date:  2023-08-22 Effective Date:  2023-08-22

) Page: 10f_2
..making excellence a habit’
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Statement No: SRA-795912

Methodology
Our work was designed to gather evidence on which to base our conclusion. We undertook the following activities:

+  Atop level review of issues raised by external parties that could be relevant to SHP Group policies to provide a check on the
appropriateness of statements made in the Report.

»  Discussion with senior executives on SHP Group approach to stakeholder engagement. We had no direct contact with external
stakeholders.

«  Interview with staff involved in sustainability management, report preparation and provision of report information.

= Review of key organizational developments.

+  Review of supporting evidence for claims made in the Report, and.

»  An assessment of the SHP Group reporting and management processes concerning reporting against the principles of
Inclusivity, Materiality, Responsiveness and Impact as described in the AAL1000 AccountAbility Principles 2018 Standard
("AA1000AP (2018)").

Conclusions
A review against the AA100DAS v3 principles of Inclusivity, Materiality, Responsiveness and Impact is set out below:

As a result of the verification, we determined that the social responsibility and sustainability related indicators in the report are
disclosed in accordance with the AALD0D Accountability Principles (2018) and the GRI standards.

In our professional opinion, the Report covers SHP Group social responsibility and sustainability issues. Areas for enhancement of the
Report were communicated to SHP Group before the issue of this opinion statement

Assurance Level
The Type 1 Moderate Level of Assurance provided in our review is defined by the scope and methodology described in this statement.

Responsibilities
It is the responsibility of SHP Group senior management to ensure that the information being presented in the Report is accurate.
Our responsibility is to provide an independent assurance opinion to s giving our pi al opinion based

on the scope and methodology described.

Ability and Independence

The assurance team was composed of Lead Assurer and Assurer, who are experienced in the industrial sector, and trained in a range
of sustainability, environmental and social standards including GRI Series Standards, AA1000, ISO14064, ISO 14001, 1SO50001,
15045001, ISO 9001, etc. British Standards Institution is a leading global standards and assessment body founded in 1901. The
assurance is carried out in line with the BSI Fair Trading Code of Practice.

Issue Date:  2023-08-22 Effective Date: ~ 2023-08-22

Page: 2 of 2
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China (Kunshan)

Address 1: No.139 Yujinxiang Road, Kunshan City, Jiangsu Province, 215300

Address 2: Area B-8, Central Avenue of Kunshan Comprehensive Free Trade Zone (south side)
Address 3: East Pushan Road (south side), Qiandeng Town, Kunshan City, Jiangsu Province
Email: sales@shyahsin.com

Phone: +86 51257305268

China (Cixi)

Address: No.108 Xuedong Road, Dongbutou Village, Zhangqi Town, Cixi City, Zhejiang Province
Email: gihaixia@shyahsin.com

Phone: +86 18912676358

China (Taiwan)

Address: No0.108 Shijia Road, Taizhong City (east area)
Email: sales@shyahsin.com

Phone: +886 0422118485

US East

Address: 3rd floor, 84 Washington St, East Hoboken, New Jersey 07030
Email: sales@shyahsin.com

Phone: +1 9083135816 / +1 2016839851

US West

Address: 135 Sheldon St, EL Segundo, CA 90245
Email: sales@shyahsin.com

Phone: +1 6462762368

Mexico

Address: La Aurora, Carretera Tepotzotldn, Paseo Cuatro Milpas Km. 1, Axotlan, Cuautitlan Izcalli, Estado de México 54719
Email: sales@shyahsin.com

Phone: +52 5513090819

Europe

Address: No.29, rue Drouot, Paris, France 75009
Email: sales@shyahsin.com

Phone: +33 983881217






