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. PREFACE

i. About this Report

This is the third Environmental, Social and Governance Report (hereinafter referred to as the “ESG Report”)
of Haier Electronics Group Co., Ltd. (hereinafter referred to as “Haier Electronics”, the “Group” or
“we"), demonstrating the efforts made by the Group from 1 January to 31 December 2018. This report
comprehensively illustrates Haier Electronics’ environmental and social performance and management
approach in 2018, focuses on the matters that stakeholders are interested in or concern about, and
describes the way by which the Group achieved economic, environmental and social sustainable
development.

In the preparation of this report, we strove to ensure information disclosed herein meet the requirements
of The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”) on four major principles,
namely materiality, quantitativeness, balance and consistency.

ii. Scope of Report
The scope of the report is consistent with this year’s annual report, covering Haier Electronics Group Co.,
Ltd. and its subsidiaries.

ili. Basis of Preparation
This report complies with the requirements of the ESG Reporting Guide published by the Hong
Kong Stock Exchange and is prepared with reference to Haier Electronics’ stakeholders’ needs. The
preparation process of this report includes: identifying and ranking important stakeholders, identifying
and ranking important issues related to ESG, determining the content of ESG report and
its scope, collecting relevant materials and reference, combining relevant data according to
information available, verifying data in the report and etc. Haier Electronics has complied
with the “comply or explain” provisions in the ESG Reporting Guide of the Rules Governing
the Listing of Securities on the Hong Kong Stock Exchange.

iv. Source of Information and Reliability Assurance

The source of information and cases of this report was mainly derived from the
Company's statistical reports, relevant documents and internal communication
documents. The Company undertakes that there is no false record and misleading
statement in this report, and assumes liabilities to the authenticity, accuracy and
completeness of the information in this report.

v. Confirmation and Approval
With the confirmation from the management, this report was approved by the
Board of Directors on 27 June 2019.

vi. Access and Response to this Report

This report is published in traditional Chinese and English and its electronic version
is available on the website of the Hong Kong Stock Exchange (www.hkexnews.hk)
under the category of “Financial Statements/ESG Information” of Haier Electronics
or the website of Haier Electronics (www.haier.hk).

We attach great importance to stakeholders’ opinions and welcome readers to
contact us through the channels below. Your comments will help us to further
improve this report and enhance Haier Electronics’ environmental, social and
governance performance as a whole.

Contact: +852 21690000
Email: ir@haier.hk

Address: Unit 3513, 35/F., The Center,
99 Queen’s Road Central, Hong-Kong

r Electronics Group Co., Ltd.




BOUNDLESS IS THE OCEAN WHERE WE SAIL WITH THE WIND.

Looking back on 2018, while the market was changing rapidly with both opportunities and challenges
arose, Haier Electronics took the initiative to make steady progress and achieve continuous growth
in revenue and profit. We have always upheld the core value of “RenDanHeYi” for achieving win-
win outcomes, the development vision of “entrepreneurship, innovation and creativity” as well as the
dichotomy of “users are always right, while we need to constantly improve ourselves”. We have ardently
responded to user's demand and persisted in product and channel innovation. Giving full play to our
industry edges, we have created wondrous interactive living solutions for all consumers around the world.
According to statistics from Euromonitor, an authoritative global market researcher, in 2018, among large-
format home appliances brands, Haier ranked first in the global market in terms of retail volume for the
tenth consecutive year. Haier is establishing a globally-leading eco-brand of smart home appliances that
will continuously deliver the best experience for the pleasurable life of our users.

We have encompassed sustainable ideology into our corporate strategy and embraced it into all aspects
of business operations. On top of our ESG concept of “green, lifestyle and caring”, we are committed
to fostering a harmonious environment and society as well as creating sustainable long-term values for
our stakeholders and the society by dint of veering from the traditional pursuit of “maximising corporate
interests” to always prioritising human values.

We have sprinkled green colours on the establishment of an ecological civilisation. The “green
development” strategy has been deeply embedded into the daily operations of Haier Electronics, pervading
major procedures including product design, raw materials procurement, production and manufacturing
as well as logistics and transportation. Through the smart energy platform independently developed
by Haier, the whole process of energy production, transmission, distribution and consumption in the
manufacturing process can be managed digitally, and thus the use of energy and efficiency of utilisation
can be continuously optimised. In 2018, Haier Electronics’ energy consumption per product reduced by
9.55% as compared to the previous year, and carbon dioxide emissions per product reduced by 9.05%
as compared to the previous year, demonstrating the accomplishment of remarkable results. Leveraging
on big data technology, we have promoted green warehousing and logistics to purvey an environmental
friendly and efficient logistics experience. In the future, Haier Electronics will introduce the recycling of
time-worn appliances to explore green management in the entire life cycle of products. Meanwhile, we
are committed to completing the construction of a low-carbon and environmentally-friendly industrial
park in 2020 to further lead the industry in energy conservation and environmental protection.
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We have created wondrous living scenarios for consumers around the world. By contriving smart
living scenarios, we are committed to providing consumers with diverse and personalised solutions. Our ten
R&D centres over the world and open innovation system have provided a ceaseless source of momentum
for technological innovation. In 2018, we obtained 742 new patents, of which 194 were invention
patents. By the end of the year, we had a total of 3,762 patents, continuously providing consumers
with a pleasurable living experience by virtue of our excellent technological innovation. Meanwhile, we
have attached great importance to creating a mutually innovative and mutually profitable ecosystem to
foster the sustainable development of the entire industry chain. Through the development and use of
the Haidayuan supply chain management platform, we have pooled, integrated and optimised our global
supplier resources. We have developed COSMOPIat with Chinese proprietary intellectual property right,
which is the first industrial Internet platform in the world enabling users to participate in the entire process
of manufacturing, thereby achieving zero-distance interaction with users and continuously producing high-
quality and revolutionary technological products. We have also established the “Smart Ecological Logistics
Brand Alliance” to provide users with high-standard, one-stop and customised logistics services.

We cherish every employee and fulfil corporate citizenship commitments for the society.
We have assured the rights and interests of every employee by providing employees with diversified
development channels and formulating targeted training courses, so that employees can accumulate
sufficient knowledge for their future development. The “RenDanHeYi” model has embodied the values
of each employee and users to fully motivate employees’ creativity and enable employees to create user
values while also realising their own values. We actively fulfil social responsibilities. In 2018, Haier Group
invested a total of more than RMB100 million in the construction of Hope Primary Schools. Haier Electronics
has also profoundly engaged in undertaking activities and ideology related to social responsibilities,
establishing a public welfare network to spread and convey the warmth of society through outstanding
public welfare projects. During the year, the “Gooday Logistics maker training camp” public welfare
project was organised for the third consecutive year, providing opportunities for college students with
dreams to join the enterprise and nurturing outstanding entrepreneurial projects. The “Let’s hug, dad”
public welfare event, which aimed to help left-behind children to reunite with their parents, reached 59
regional branch centres and 118 cities across the country covering a distance of 104,200 kilometres, and
has become the strongest, most powerful and most warm-hearted platform for left-behind children to
reach their parents.

In 2018, Haier Electronics, together with its stakeholders, have accomplished inspiring achievements in
business development and social responsibility commitments. On behalf of the Board, | would like to
express my sincere gratitude to all shareholders, partners and customers for their long-term concern,
support and assistance to the Group, and to all employees for their fruitful efforts and contributions to
the Group in the past year. Looking back to look forward, as a responsible corporate citizen, we will
continue to undertake our responsibility and business commitments and remain devoted to our mission
of "always be sincere”. We will persist in the sustainable development path of “green, lifestyle and
caring” and pursue an open and transparent strategy with immense enthusiasm. By further strengthening
communication between the Group and the community as well as enhancing mutual trust, we will
together create a brighter future.

Haier Electronics Group Co., Ltd.
Zhou Yun lJie
Chairman of the Board
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lll. HAIER'S DOCTRINES

Successful enterprises move with the times. The initiative is always in the hands of users, and
thus the only thing an enterprise can do is to change itself. From the “three highs” (i.e. high-
quality products, high-quality systems and high-quality people) to the “three ecologicals” (i.e.
ecosystem, ecological revenue and ecological brands), Haier Electronics persistently explores
the road to efficient development in the Internet of Things era from innovating products to
innovating business models. In 2018, the sales volume of Haier’s products continued to lead
the industry with rising brand awareness.

Haier Electronics is able to achieve sustainable operation only when all stakeholders
constantly maintain a win-win situation. We have
encompassed our corporate social responsibility
as an integral element of our business model and
embraced it into our operational development.

% The aim of Haier Electronics is to become the
embodiment of a tropical rainforest ecosystem,
so that all stakeholders can create a win-win
situation in such ecosystem. When every member
in the rainforest grows, such ecosystem will gain
an inexhaustible momentum. -

Key Performance Indicators

SALES PERFORMANCE
Revenue of RMB85.25 billion, representing a year-on-year increase of 8.3%

Gross profit of RMB18.18 billion, representing a year-on-year increase of 9.9%
Profit for the year of RMB8.99 billion, representing a year-on-year increase of 14.2%

Among large-format home appliances brands, Haier RANKED FIRST in /

the global market in terms of retail volume for the tenth consecutive year

ETHICAL BUSINESS PRACTICE ESG MANAGEMENT

Provided incorruptness education Identified eight major categories of
to 3,236 people stakeholders

Coverage of incorruptness Collected nearly

education for management 2,000 valid

personnel reached 100% questionnaires
Interviewed with
more than 80
stakeholders from
different fields
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i. Business Strategy

Haier Electronics Group Co., Ltd. (stock code: 01169), a subsidiary of Haier Group, is listed on the
Main Board of the Hong Kong Stock Exchange. The Company and its subsidiaries are principally
engaged in: the research, development, manufacture and sales of washing machines and water
heaters under Haier Group’s brands (including “Haier”, “Casarte” and “Leader”); the distribution of
electronics products of Haier Group in the PRC; and logistics services under the brand of Gooday in
the PRC for large-format items, including but not limited to home appliances, furniture and fitness
equipment.

Haier Electronics Group engages in various businesses, and also receives support on the operation
of its commercial ecosystem from the businesses and services of its affiliates. The businesses of us
and our affiliates include:

* Gas water heater

Washing .
Machina azgatgfnergy water

* Electric water heater

* Top-loading washing
machines

* Front-loading
washing machines

Electronics
Group
W ENEN Co., Ltd.
* Distribution Services o * Warehousing
* After-sales services Business Logistics * Logistics
* Other supporting Business * Distribution

channel services * Delivery and installation

The headquarters and main office of Haier Electronics are situated in Qingdao, Shandong Province,
the PRC, and production sites have been established in Qingdao, Hefei, Foshan, Chongqing, Wuhan
and etc. Haier Electronics’ channel services business manages stores and cloud stores in every villages
and towns as well as community service stations spreading across cities, and sells Haier products
through online channels including JD, Tmall and Shunguang. The outlets of our logistics business
also cover major provinces and cities in the PRC.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2018 Haier Electronics Group Co., Ltd.



Haier Electronics’ business philosophy

m Culture of integrity:

“quality and services are
our cornerstones”

Business
Philosophy
Brand Dichotomy
commitment
“Users come first” “Users are always right,
“Always be sincere” while we need to constantly

improve ourselves”

We are devoted to Haier Electronics’ business philosophy which embraces brand commitment,
dichotomy and intrinsic value, and endure the changes and uncertainties of the macro environment
with a positive attitude. In 2018, our operating results scaled new heights”:

Revenue Gross profit

85,250,041 15,182,575
78,740,680 13,810,165

Unit: RMB thousand

(*Due to the adoption of IFRS 15 and the application of consolidated accounting treatment, the previous reported operating results
of Haier Electronics for the year ended 31 December 2017 have been restated to include the operating results of Jushanghui.)
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Among which, the proportion of each business segment to revenue was as follows:

Proportion of
segment revenue

. . b .
to revenue before Washing machine 209% —in Channel services ©64%
inter-eliminations
Water heater 7% Logistics %

N LE 2

According to the data released by Euromonitor, a market researcher, in 2019, among large-format
home appliances brands, Haier ranked first in the global market in terms of retail volume for the
tenth consecutive year. Among which, Haier Electronics’ washing machines ranked first for the tenth
consecutive year with a global market share of 14.9%.

ii. Governance Strategy

We believe that it is critical to balance the Group’s ESG management performance with its business
development goals by formulating effective strategies. The Board of Haier Electronics ensures the
investment of sufficient resources, the formulation of ESG management strategies, the establishment
of ESG governance structure, the identification of ESG risks and the implementation of ESG related
management and control. We have developed extensive measures for corporate governance and
ESG governance to effectively reduce operational risks and safeguard the interests of the Group
and its shareholders.

1. Corporate governance

The Board and the management of Haier Electronics recognise that sound corporate governance
is crucial to its efficient operation and to the protection of shareholders’ interests. The Board
continuously enhances corporate governance standards with emphasis on transparency,
accountability and independence in order to enhance the long-term value of Haier Electronics’
shareholders.

We have established the Nomination Committee, Audit Committee and Remuneration Committee
as well as the Strategic Committee in accordance with the requirements of the Corporate
Governance Code of the Hong Kong Stock Exchange and delegated each committee specific and
detailed responsibilities and obligations. In order to strengthen independence, the chairmen of the
Nomination Committee, Audit Committee and Remuneration Committee are independent non-
executive Directors. Each committee has adopted clear terms of reference, including its duties,
powers and functions, which will be reviewed by the Board from time to time.
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We attach great importance to our Board diversity policy. All appointments of the Board are based on
the principle of meritocracy, taking into consideration of factors such as the gender, age, education
and cultural background, professional skills, industry experience and independence of the Directors
to continuously complement and expand the overall skills, knowledge and experience of the Board.

We have established an independent internal audit system to continuously strengthen our internal
audit functions. The Internal Audit Department formulates annual review plans on internal control
for the major internal control systems, covering operation control, financial control and compliance
control. The Internal Audit Department adheres to the spirit of accountability and performs regular
audits to provide independent safeguard and objective consultation for the Group so that its business
can be value-enhanced and improved, and assists Haier Electronics to systematically and prudently
assess and enhance the effectiveness of risk management, control and governance procedures so
that goals can be achieved.

In respect of risk management, an enterprise-wide risk assessment with the Group’s management
and key-process owners had been embedded into our system to identify major risks of all aspects,
and the effectiveness of the key controls and mechanisms in place are reviewed to provide reasonable
assurance that the internal control measures are effective within their respective scope. The Internal
Audit Department also plays a significant role in the implementation of risk management. The Group
has identified and assessed major risks of all levels, and the Risk Management Committee ultimately
reviews the results of identification and assessment of such risks. Mitigation strategies and plans
with respect to each risk identified are formulated and implemented, which include establishing or
enhancing internal controls with regular review and update. The work procedures performed are
reported regularly to the Audit Committee and the Board.

For further details, please refer to the “Corporate Governance Report” section in Haier Electronics’
2018 Annual Report.

2. Governance with integrity

We are committed to building a business environment of integrity and ethics with zero tolerance
towards fraud. We have strictly followed national laws and regulations relating to anti-bribery, fraud,
blackmail and money-laundering to safeguard the reputation of Haier Electronics and establish an
ecosystem of internal and external integrity. In 2018, we optimised our anti-fraud management
strategies and strengthened anti-fraud risk identification by effectively embedding big data and
intelligent monitoring technologies into the risk identification process, so that a closed management
system from precautionary work to consequential work can be formed.

Haier Electronics Group Co., Ltd. ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2018



For employees:

The authorities and
duties of various
business segments
and operational
units are clearly
delineated;

We have
established a
comprehensive
internal control
system and

risk control
procedures;

We audit for
matters with
possible risk
according to

the audit plan
periodically.

We have established the practice
of “compliance all along his
career in Haier” and formulated
systems such as the “Staff's
Code of Conduct” and “Code of
Business Conduct”;

Internal
control
and audit

For suppliers:

System
guarantee

Ecosystem )
W of Integrity 47 handling

Publicity
and
Prevention

We have established the practice of
“compliance all along his life cycle
in Haier”. All of our suppliers are
required to sign an incorruptness

agreement.

For employees:

We have provided compliance training for employees through online
and offline training and produced anti-fraud educational videos to

provide employees with cautionary trainings through typical fraud cases.

In 2018, we organised two case trainings and provided incorruptness

education for 3,236 people covering 100% of management personnel;

For suppliers:

We hold annual supplier meetings to provide incorruptness education
for suppliers regularly. In 2018, we signed a declaration of good faith
with our suppliers to promote compliance in Haier's ecological supply
chain.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2018

Report and

We have
established

an online
whistleblowing
platform as well
as a compliance
hotline and

¢ whistleblowing

<« mailbox;

i We set out the
whistleblowing
platform and
mailbox in our
contracts with
suppliers;

We investigate
the details of
whistleblowing.

Haier Electronics Group Co., Ltd.
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4 P http://www.haier.hk

In 2018, in response to the potential moral risks in the bidding and procurement
process, we built and launched the “Zhicaibao” platform. Through the integration
and analysis of internal and external interconnected big data, we built an
intelligent model for identifying the

fraud risk of bidding, so that fraud risk

in the bidding and procurement process

can be identified in advance and fraud

behaviour in the bidding process can

be prevented timely.

3.  Fair competition

We strictly follow the principle of fair competition and resist all activities that limit market
competition in accordance with relevant laws and regulations such as the “Company Law of the
People’s Republic of China” and "Anti-Unfair Competition Law of the People’s Republic of China”.
The Group strictly enforces legitimacy on market promotion activities, and to build a sustainable
industrial development model.

4. ESG governance

We regard environmental, social and governance as important considerations for our corporate
governance. We have established a three-level management structure of “Board — ESG Executive
Committee — ESG Working Team” with responsibilities and duties at all levels clearly set out.
The Board is responsible for determining ESG management risks and establishing an effective
management system. The Executive Committee will implement the monitoring system and direct the
Working Team for the enforcement of such system. The Working Team will be coordinated by the
Internal Audit and Risk Management Department and the Securities Department and participated
by ESG related departments, and is primarily responsible for implementing various management
measures and reporting to the ESG Executive Committee and the Board periodically to assist them
in understanding the status of implementation of ESG projects, identifying management risks and
adjusting management strategies in a timely manner.
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The roles and responsibilities of each unit under the ESG management system is as follows:

Role Unit Functions
Decision- Board e Assess and determine Haier Electronics’ environmental, social
making and governance related risks
e Ensure Haier Electronics to establish an appropriate
and effective environmental, social and governance risk
management and internal control system
e Approve environmental, social and governance related
policies
e Approve environmental, social and governance reports
Supervision ESG Executive e Enforce environmental, social and governance risk

Committee

Enforcement  ESG Working °
Team

iii. Pursuit of Responsibilities
1. ESG concept

management and internal control

Direct the work of the Environment, Social and Governance
Working Team

Review environmental, social and governance related policies
Review environmental, social and governance reports and
assure the accuracy of key performance data

Facilitate the implementation of environmental, social and
governance measures in all relevant functional departments
Collect key performance data on environmental, social and
governance

Prepare environmental, social and governance reports
Report the status of implementation of environmental, social
and governance projects to the Executive Committee

By adherence to the concept of Haier Group, Haier Electronics has established and developed an
industry chain featured with environmental friendliness and social harmony through integration of
user resources and supply chain resources across the globe. We incorporate ESG concept into the
Group's business operations as part of our corporate development strategy to create more values

for our stakeholders.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2018 Haier Electronics Group Co., Ltd.
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Green: We have established a green enterprise aiming at “producing green products, establishing
green factories, maintaining green platforms and providing green interconnection”. We have
established an environmental management system to incorporate environmental considerations
throughout the life cycle of our products, so that resource consumption and environmental pollution
can be reduced and an environmental friendly industrial chain can be created.

Caring: We believe that Haier should make a pertinent contribution to society and humanity. We
cherish and care about every employee and provide assurance of resources and mechanisms for
them to reify the spirit of innovation and entrepreneurship through the “RenDanHeYi” model, so
that all employees can become their own CEO. Leveraging on the “Green Sail” long-term public
welfare strategy of Haier Group, we have enhanced our public welfare system and continuously
strengthened our support in education, poverty alleviation and child care to foster the development
and progress of social undertakings.

Lifestyle: We are committed to providing outstanding living solutions for consumers around the
world. We maintain communication and intimate interaction with users, and integrate and manage
global supply chain and R&D resources to deliver different user groups with the best experience
that meets their individual needs.

2. Communication with stakeholders

Haier Electronics attaches great importance to fostering the close relationship with its stakeholders.
We have established effective communication channels with various stakeholders to maintain mutual,
transparent and regular communication with them, understand their concerns and strengthen
mutual trust and respect, and have taken practical actions to enhance the ESG governance of Haier
Electronics.

The major stakeholder groups identified, ESG issues concerned and communication channels are
listed in the table below.

Category of Communication channels/ Frequency of
stakeholders Issues concerned ways of feedback communication
Shareholders/ Compliance operation General meetings/ Annually
investors Business performance  extraordinary general
. . meetings
Anti-corruption ) ) )
Disclosure in reports Annually/semi-annually
Investor conferences Annually
Results announcement Annually
meetings
Press release/ From time to time
announcements
On-site visits From time to time

Instant messaging software  From time to time

Investor relations section in  From time to time
our official website

Haier Electronics Group Co., Ltd. ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2018



Category of

stakeholders

Issues concerned

Communication channels/
ways of feedback

Frequency of
communication

Employees Employment Interviews on employees’ Annually
Health and safety performance appraisal
Development and Internal publication Weekly
training “Members of Haier”
(BB A))
Labour standards , S : :
Staff investigation From time to time
Employee representative From time to time
congress
Feedback mailbox Permanently opened
Instant messaging software  From time to time
Team-building activities Monthly/from time to
time
Suppliers/ Business performance Supplier meetings Annually
partners Anti-corruption Tender invitation From time to time

Product responsibility
Supply chain
management

On-site research and
investigation

Exhibition
Talks
Instant messaging software

From time to time

From time to time
From time to time
From time to time

Distributors

Business performance

Supply chain
management

Distributor meetings

On-site research and
investigation

Talks
Instant messaging software

From time to time
From time to time

From time to time
From time to time

Consumers Product responsibility  Instant messaging software  From time to time
Social network platforms Normally updated daily
Customer services channels  From time to time
Government Compliance operation Interactions From time to time
and Business performance Disclosure in reports Annually/semi-annually
regulatory Emission On-site investigation From time to tim
authorities issions site investigatio om time to time

Use of resources

The environment and
natural resources

Employment

Supply chain
management

Product responsibility
Anti-corruption

Community
investment

Communication through
conferences

Working letters
E-mail

From time to time

From time to time
From time to time

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2018
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Category of

stakeholders Issues concerned

Communication channels/
ways of feedback

Frequency of
communication

Surrounding Emissions On-site visit From time to time
communities Use of resources Release From time to time
The environment and Talks/notices From time to time
natural resources Project hearing From time to time
Community Instant messaging software  From time to time
Investment
Media Compliance operation Press release/ From time to time
Emissions announcements
Use of resources On-site visits From time to time
The environment and Interviews From time to time
natural resources Instant messaging software  From time to time
Employment
Labour standards
Supply chain
management

Product responsibility

3. Assessment of material issues

During the preparation of this report, we facilitated the assessment of material issues to understand
and analyse the opinions and expectations of stakeholders on Haier Electronics’ ESG work, so that
the concerns of stakeholders can be responded with thorough disclosures and the subsequent ESG
management work can be guided. Our material issues assessment is divided into three stages, as
shown in the following table:

Haier Electronics collected ESG issues
through a variety of channels, including
recommendations from the management,
analysis by internal and external experts,
recommendations from various subordinate
units and employees, recommendations
from external stakeholders and guidelines
and benchmarks for ESG and sustainable
development related issues.

Collecting issues

We analysed all related issues and selected the key
issues after having comprehensively considered the
following factors: issues that have a significant impact
on the overall results of value creation, issues that are
of major concern to key stakeholders and hot topics
that are of general concern to society.

Sorting issues

We submitted the results of materiality
assessment and the disclosure
recommendations of material issues to the
management. We also honestly presented
the performance of Haier Electronics with
respect to the related issues in this report.

Reporting to the
management and
making disclosures
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In 2018, we continued to apply the two-dimensional matrix of “Importance to stakeholders —
Importance to Haier Electronics” to analyse the material issues. A library on material issues of Haier
Electronics has been formed to provide support and guidance for the implementation and disclosures
of our social responsibility management work.

HighA

siapjoya»jels o3 aduepodw|

Low

Aspects

= & 6
ﬁq@ i/ Compliance Product
d Employment operation  responsibility

Community investment .
y The environment and
natural resources

Health and safety
Development and @ @
training g/ \

Supply chain @/ Emissions
@ management  Bysiness performance

Labour standards

Use of resources

Anti-corruption

Low

Importance to Haier Electronics’ sustainable development

High

Issues

Governance and economic Compliance operation*

aspect Business performance
Environmental aspect Emissions*

Use of resources

The environment and natural resources
Social aspect Employment

Health and safety*
Development and training
Labour standards

Supply chain management
Product responsibility*
Anti-corruption
Community investment

(*: refer to high materiality issues)
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IV. RENDANHEYI — BECOMING ONE’S OWN CEO

“Expounding from one particle of dust, there are thousand rolls of scriptures”. Haier Electronics
is committed to creating a platform where countless entrepreneurs can freely start their own
businesses. Together with our suppliers and partners, we have formed a networked organisation
and established communities of interests to achieve win-win outcomes, share mutual benefits and
create values. In order to achieve this goal, Haier has continuously innovated its business model
and gradually enhanced its characterised “RenDanHeYi” or the “Individual-Goal Combination”
model. “Individual” refers to employees with the spirit of innovation and entrepreneurship, while
“Goal” refers to user values. “Combination” refers to the combination of employee values and
user values created. The “RenDanHeYi” model provides employees with a mechanism platform of
fair opportunities and fair result and the assurance of resources and mechanisms for them to reify
the spirit of innovation and entrepreneurship, so that all employees can become their own CEO.

Members of Haier have no boundaries; they are the embodiment of ecology. Members of Haier are
not employees of controllers, but their own individual makers.

Key Performance Indicators

We have a total of 16,759 employees, representing
a year-on-year increase of 8.29%

Average training time per employee amounted

to 47.96 hours
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i. Employees

In 2018, Haier Electronics gathered a total of 16,759 outstanding employees, representing a year-
on-year increase of 8.29%. Without the hard work and persistent pursuit for a better future of
every employee, the Group is incapable of achieving its success.

We are an aggressive team full of power

Breakdown of
total employees by
gender

Male employees 12,656

e

Female employees 4,103

po

25’\- years old 97

Breakdown of
total employees 2 and <5 M years old 837
and <¢.' years old 4,860
years old 10,965
Unit: Person

We are a team with scientific planning, reasonable assignments and maximised efficiency

Breakdown of _ Administrative staff 345
total employees

by functions Junior employees/workers 13,633

R&D staff 2,781

Unit: Person
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ii. Safeguarding Employee Rights and Interests

In compliance with relevant laws and regulations such as the “Labour Law of the People’s Republic
of China” and “Labour Contract Law of the People’'s Republic of China”, we continuously recruit
and manage employees lawfully. We sign labour contracts with each employee and strictly abide
by relevant laws and regulations to handle employee departures.

Haier Electronics is committed to creating an equal working environment, respecting every employee
and not discriminating anyone against race, gender, age or religious beliefs. We promise not to
employ child labour and forced labour. In 2018, Haier Electronics did not employ any child labour
and forced labour.

Haier Electronics provides a competitive remuneration and welfare system for all employees. Under
the concept of “RenDanHeYi”, we provide employees with remuneration based on the market-
based user payment model. Through the “three levels and four stages”* valuation adjustment
incentive mechanism and equity incentive mechanism, we continuously foster the development of
Haier Electronics’ maker employees.

X “Three levels and four stages”: “Three levels” refers to the three-level incentive of, from low to
high, “survival rights”, “benefit sharing” and “career achievement”. “Four stages” refers to the
entire process of initiation, continuous and rapid adjustment, development of goal and achievement
of goal, leading to the establishment of an integrated and differential remuneration standard.

Strictly in compliance with laws and regulations, Haier Electronics makes contribution to endowment
insurance, medical insurance, unemployment insurance, employment injury insurance, maternity
insurance and housing provident fund for its employees, and provides maternity leave, breastfeeding
leave and women'’s day off for its female employees. We pay close attention to the work-life balance
of employees. In addition, employees can enjoy the diversified welfare system provided by Haier
Electronics.

Welfare Sl Caring for Caring for Cultural and
benefits T female factory recreational
y employees employees activities
, Regular Miscarriage £l cﬁﬁﬁrr;lclizatd
Hdolédays ﬁ medical and maternity g:g?é?: ks
and days o " o
Y examination subsidies aEivies sueh
as health
knowledge
“Hi Care” ) lectures
Allowances ;
and subsidies maker Health lectures Co_olmg fitness
protection plan for women equipment classes,
musical
instrument
Lectures on courses and
Gifts for major Mutual - )
féstivals aan medical BRITISS TG Cooling drinks ikebana
. : EUERER protection classes
anniversaries Knowladge

Badminton and

) basketball
. ' Festival events Regular clubs. etc
Birthday gifts for women's employee visits o
day
Education on
Staff restaurant "Caring for thfert"fou"r
virtues
and meal Mums" cottage
subsidies
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iii. Fostering Employee Development

Pursuing the principle of “everyone can develop, everyone can be recognised”, Haier Electronics
clearly defines the development path of each employee according to strategy, job ability and goals.
We have designed non-linear career development channels 1+N (1 management channel + N
professional channels) to open up development paths. Through the management channel, makers
can discover new market opportunities and become micro business owners to grow together with
its micro business. Through the professional channels, makers can enhance their comprehensive
capabilities to achieve greater value development. Meanwhile, as each channel is interconnected,
the development of makers is no longer a step-by-step progress, but can also be a leapfrogging
progress across channels.

We have established a variety of training channels. Leveraging on learning platforms such as the
Histudy online learning platform and Haier University, we provide employees with trainings in the
form of online courses and offline open classes to meet the diverse and multi-level learning needs
of employees.

In 2018, Haier Electronics Group offered various training programmes in combination with the
standards of ISO10015 “Quality Management — Guidelines for Training” to enhance the overall
quality and capabilities of employees and motivate employees. In addition, we have organised a
variety of open classes, such as English corner for improving employees’ language skills, accounting
foundation course for improving employees’ financial knowledge and traditional culture course for
enhancing employees’ self-cultivation. Each employee can give feedback on the training effectiveness
and problems to help improving the quality of training courses. In 2018, the average training time
per employee of Haier Electronics amounted to 47.96 hours.

Expediting development — Establishing a fast track for talent development

Through the interpretation of our corporate strategy as well as the analysis and evaluation of
talent capabilities, we have derived talent capability models. Through such models, we can
enhance talent capabilities with focus on the strengths and weaknesses of each individual
identified in the model, and strengthen key aspects of talent development such as leadership,
teamwork and business mind-set. In order to nurture

potential talents of

different roles, we Sa

organised a series
of talent echelon
projects and training
camps such as
Maker Star (81 & 2
£), Micro Business
Star (/M#z £) and
Platform Star (‘K&
Z £) to enhance the
capabilities of three
types of makers in a
tailored manner.
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Expediting transformation — Building a training camp for the transformation of talent
capabilities

In order to effectively implement the “Eco-brand of Internet of Things” strategy to the
market, on the one hand, we have identified the practice and experience of outstanding
employees as a “model” for learning, and the learning and replication of which can directly
contribute to the growth of our business; on the other hand, we

have drawn on eminent industry
resources to train our maker
employees in the aspects of new
media marketing and industry
breakthroughs. In order to expedite
the transformation of maker
employees in various industries,
we have built a transformation
expedition training camp for each
industry in different transformation
directions, and enhanced talent
capabilities focusing on their
respective weaknesses.

Expediting growth — Creating a motor for the rapid integration of new makers

We have provided student makers with corporate experience training, including corporate
culture training, business skills training, business etiquette

training, entrepreneurial culture
experience and rotation training, to
help college students completing
the transition period of identity
change and improving their basic
business skills, so that a foundation
can be laid for their better
future development. We have
also organised innovative project
competitions for newly-recruited
makers to inspire their creativity
and stimulate their enthusiasm.

Based on the “RenDanHeYi” strategy, we have established a fully transparent development and
competitive model. Through continuous training and capability enhancement, we have formed a
talent pool, of which maker employees who have passed the assessment are regularly admitted.
When specific talent is required, we announce such required talent in the corresponding maker
group in the talent pool, in which maker employees can seize the order and compete for the job.
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At Haier Electronics, we have realised the concept of “RenDanHeYi” through the “pursuit of
three rights” (human rights, distribution rights and management rights) and the sharing of excess
profits. The concept of hierarchy has been broken, and only three roles existed, namely platform
