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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

R HERERRE (A)

ABOUT THE GROUP

China Automotive Interior Decoration Holdings Limited (the
“Company”) and its subsidiaries (collectively referred to as the
"Group”) are principally engaged in the manufacture and sale
of nonwoven fabric-related products used in automotive interior
decoration parts and other parts, and the trading of rubber and
food products. Our competitive strength lies in the ability to provide
timely and reliable products to consumers. Over the years, our solid
track record and experienced management team have established an
excellent reputation in the industry.

ABOUT THIS REPORT

The Group is pleased to present its Environmental, Social and
Governance Report (the “ESG Report”) for the year ended 31
December 2025 (the “Reporting Period”). This ESG Report
provides an annual update on the sustainability performance,
accomplishments and challenges faced over the year. It has been
updated to reflect the interests of various stakeholders.

This ESG Report mainly covers the ESG performance of the business
operations managed by the Group in Cangzhou, Hebei Province,
Changchun, Jilin province and Chengdu, Sichuan Province, the
People’s Republic of China (the “PRC"). The reporting scope of
the ESG Report focuses on the manufacture and sale of nonwoven
fabric-related products used in automotive interior decoration parts
and other parts.

Reporting Principles

The ESG Report is prepared in accordance with the Environmental,
Social and Governance Reporting Code (the "ESG Code”) in
Appendix C2 to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”).
According to the ESG Code, the following principles underpin this
report:

1. Materiality — ESG issues that have major impacts on investors
and other stakeholders are set out in this ESG Report. The
Board determines matters that are important to investors and
stakeholders, including those that may reasonably be expected
to affect the Group’s cash flows, access to finance or cost of
capital over the short, medium or long term.

2. Quantitative — Where key performance indicators (KPIs) have
been established, they are measurable and applicable to valid
comparisons under appropriate conditions. They describe the
purpose and impacts of quantitative information.

3 Balance - The ESG Report provides an unbiased picture of the
ESG performance of the Group. It avoids selecting, omitting,
or presenting formats that may inappropriately influence the
decision or judgement of the readers.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

R HERERRE (A)

4. Consistency — The ESG Report uses consistent statistical
methodologies to allow meaningful comparisons of related
data over time. Any changes to the methods used are specified
in the ESG Report.

Feedback

The Group discloses the latest business and ESG-related information
regularly to investors and the public. We welcome investors and
shareholders to share their views with the Board of Directors of the
Company by fax at (852) 3020 9420.

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE STRATEGIES

The Group has established a sustainable corporate governance
structure. To ensure that the visions and missions of sustainable
development are integrated into its operations, the board (the
“Board"”) of Directors (the “Directors”) formulates the Group's ESG
strategies and communicates them to the executive directors and
senior management who then execute the plan.

The Board has overall responsibility for the Group’s ESG strategy
and reporting, including climate-related matters. The Board
reviews the Group's ESG Report annually and evaluates key risks,
including climate-related risks and opportunities, making relevant
recommendations for the coming year. The Board leads and provides
direction to management by instituting ESG policies and initiatives,
supervising their implementation and monitoring ESG performance.

The Group has set up an ESG working taskforce, composed
of executive directors and senior management from relevant
departments, with full-time staff assigned to collect data relevant to
ESG and compile the ESG Report. The ESG working group reports
key risks and the execution progress of recommendations at regular
Board meetings. The ESG working group is responsible for reviewing
and monitoring the Group's ESG policies and operating practices,
including climate-related matters.

Discussions with external professional consultants occur regularly to
ensure that the Group complies with relevant legal and regulatory
requirements. They monitor and respond to the latest ESG issues,
report to the Board on major issues regularly and make relevant
recommendations to enhance the Group's ESG performance.

The Group’s management reviews the progress of established targets
and takes measures to achieve them. The progress of targets and
suggestions are reported to the Board at least annually.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

R HERERRE (A)

STAKEHOLDER ENGAGEMENT

Stakeholder participation facilitates the identification of potential
risks as well as business opportunities. Understanding stakeholders’
views allows the Group to better fulfil their needs and expectations
with the Group’s business practices and manage different
stakeholders’ opinions.

Understanding the needs of stakeholders is an important
consideration for the Group. We have maintained good relationships
with our stakeholders by understanding their expectations through
two-way communication via meetings, telephone conferences,
information on the company website, company publications and
e-mails on issues such as environmental protection awareness, fire
safety, product quality and emission reduction.

The Group has held annual general meetings, as required by the
Stock Exchange, to provide shareholders with information on
the Group’'s business situation and vision, helping them build
understanding and confidence in us.

The Group has conducted a materiality assessment to better respond
to the needs and expectations of stakeholders. Regarding the existing
business operation and overall environment of the Group, the Board
identifies the topics below to be the material focus of this ESG
Report.

Aspect Sub-Aspect
=gl fEmE

A. Environmental A1. Emissions
AIRIE Al BER

A2. Use of Resources

A2. BIRfFH

A4. Climate Change
A4 RIREAE
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Material ESG Issues
EARE HEREREH

Air and greenhouse gas emissions
FE SR Nom %= RS BERY

Pollution prevention

By 1E)5 2

Waste management

REZRYE IR

Energy consumption and efficiency

B2 IR B RE R BE IR W e

Efficient use of raw materials

R R B BE A

Climate-related risks and opportunities
1 A A L B B i

Greenhouse gas emissions management
BE RSP RE R

Climate resilience

RIRE 1t
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

R HERERRE (A)

Aspect Sub-Aspect
B TEE
B. Social B2. Health and Safety
B. tt& B2. @EHEZ:
B4. Labour Standards
B4. &5 T AR

B6. Product Responsibility
B6. EmE £

ENVIRONMENTAL ASPECTS

As environmental pollution has become increasingly serious,
national governments have established stricter environmental laws
and introduced the Acceptance of Cleaner Production Audit. As
a responsible company, the Group is dedicated to controlling and
reducing negative effects on the environment.

Organic compounds generated from various stages of the
manufacturing process of the Group are properly treated and
emitted in an organized way. Specifically, the collected exhaust is
emitted into the environment through pipelines. To adhere to the
local government’s legal requirements on air pollutant emissions, the
Group engages an independent inspection consultant to conduct
regular monitoring of organic compound emissions.

The Group has strictly complied with the laws and regulations related
to emissions. During the Reporting Period, the Group did not have
any material non-compliance with any environmental protection
laws and regulations that had a significant impact on the Group
relating to air and greenhouse gas emissions, discharges into water
and land, and generation of hazardous and non-hazardous wastes,
such as the Environmental Protection Law, Prevention and Control
of Atmospheric Pollution, Prevention and Control of Water Pollution,
Prevention and Control of Environmental Pollution by Solid Waste
and National Environmental Emergency Response Plan of the PRC.

FESEAHEEER QA

Material ESG Issues
EARE HEREREER

Occupational health and safety

BEEELkLa

Prevention of child and forced labour
DIEET R®ESET

Quiality of product and services
EmhRGEE

Protection of intellectual property rights
IREE M E

Customer satisfaction
BEPRERE
Protection of customer privacy
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

R HERER/ERE (F)

Air Emissions and Greenhouse Gas Emissions

The Group'’s air emissions mostly come from the exhaust of motor
vehicles owned by the Company. Air emissions consist of sulphur
oxides (SO,), nitrogen oxides (NO,), and respirable suspended
particles (RSP). Even though air emissions are immaterial to the
Group, the Group encourages employees to lessen the usage of
these motor vehicles and, if possible, optimize route planning and
perform regular vehicle maintenance to ensure the vehicles operate
with the highest efficiency.

During the Reporting Period, the greenhouse gas emissions generated
by the Group were mainly the direct emissions generated by the
Company’s vehicles (Scope 1 emissions) and the indirect emissions
from electricity use (Scope 2 emissions) and business travel (Scope 3
emissions).

The Group has carried out measures to reduce air and greenhouse
gas emissions. For details, please refer to the Use of Resources
section. The Group targets to maintain or reduce the intensity of
greenhouse gas emissions level by 2026 with the baseline year in
2025.

Major emission data for the last two years is shown below:

BER PR

Air emissions

Nitrogen oxides (NO,) AEL(NO,)

Sulphur oxides (SO,) Ha .’ (so,)
Respirable suspended particles (RSP) 7] i} A &% KL ¥ (RSP)
Greenhouse gas emissions BEREHEK

Scope 1 emissions & E1HER

Scope 2 emissions #E2HE

Scope 3 emissions #EB3HEK

BERBYERAE

Total greenhouse gas emissions

B E
ARBBET)

b

Intensity by Revenue (Million RMB)

£8}
~ W
T

BRERKRBERBIHER

AEENERFREIERBEARABEAENRE
REM-BERFERDEERAELD ([50,]) AR
14 (TNO, 1) SA R AT R A B JF KL+ (RSP ) « &
EERHMHAEEMELTEKN  BEREERE
Eéﬁ%ﬁ DERAE  WEATRELRERE
AR EHEITRERE  BRAESRET -

RBREHN FEEELENEBERBRANRTIEZRHE
ARARERMELNERFR(BEIHBORAE
(FE28E D) KA IRTT (SEBHR) EE K
BEMCo

R

REBRDERBRBERARBEREBHEM -FEB
S2HEBERERA—H - AEBEEEU_S_AF KK
EF RNZTZNFHFBIBREEEREEREE -

BEMFNZEHRBEET :

2025 2024 Unit
ZEC-HE —TONF B
2.48 252 KgTwm
0.03 0.04 KgT7
0.15 0.18 KgTw=
2025 2024 Unit
ZE-RE T -NFE B
9.44 9.05 Tonnes CO,-e
W =41t ﬁi;?
1,552.8 1,635.5 Tonnes CO,-e
—aittRgEE
6.7 7.5 Tonnes CO,-e
W —RbiRE 2
1,568.94 1,652.05 Tonnes CO,-e
W =41t ﬁi;?
15.38 12.9 Tonnes CO,-e/Million RMB
—aittRgE
}\E“ﬁgﬁﬁﬁﬁ
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

R HERERRE (A)

POLLUTION PREVENTION

The industrial wastewater generated by the Group mainly comes
from the production of adhesive-backed fabrics. During production
batch changes, water used for equipment cleaning is collected,
precipitated and recycled. These steps prevent wastewater pollution
and effectively reduce the usage of water resources.

WASTE MANAGEMENT

The Group appropriately separates hazardous and non-hazardous
waste for disposal. Hazardous waste, such as scrap plastics, waste
solvent oil and waste activated charcoal, are entirely transferred to
government-licensed processors for safe disposal. The Group targets
to maintain or reduce the intensity of hazardous waste production
level by 2026 with the baseline year in 2025.

Non-hazardous waste is centrally managed by the relevant industrial
park management committee. To reduce waste, we segregate and
recycle wastes, such as glass and aluminum cans. In addition, a
simple processing procedure is carried out for trimmed materials
and regrind materials which are then recycled for reuse in the
manufacturing process. This helps reduce waste disposal and increase
cost-effectiveness. During the Reporting Period, the Group has
produced immaterial amounts of non-hazardous waste.

BEEEY

Hazardous Waste

TR/ BEETAREKES
BE (st E)

Total hazardous waste produced
Intensity by revenue

B5 LE 55
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5.0 7.0 Kg/million RMB revenue
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

R HERER/ERE (F)

USE OF RESOURCES

The aim of lowering energy consumption and reducing resource
consumption has been a priority in the Group’s efforts to protect the
environment. We have implemented a series of measures for reducing
energy consumption and resources used. They are as follows:

o For processes that use thermal settings, new and highly
effective steam trapping equipment has been introduced. This
has shortened the length of the steam pipes, and consequently
reduced energy consumption.

o Cotton insulation has been placed around the thermal setting
process drying room to improve insulation and reduce heat
loss. The drying speed of nonwoven fabric has increased by 1
additional meter per minute.

o Fiberglass light-transmitting panels have been installed on the
roof of the main workshop to reduce the use of lighting in the
daytime and electricity consumption.

o Energy-saving machines are adopted to reduce energy
consumption.

J Voice-activated switches and time-controlled switches for
lighting are used in the manufacturing plants and parking
sheds.

o Sub-steam valves are installed to reduce the consumption of
steam.

o We have advocated energy saving in the office by using natural
light and reducing the use of electricity in the office area and
unoccupied areas.

For water consumption, we encourage employees and visitors to
save water and reduce water consumption by water recycling. Water
is consumed by the municipal water supply and the Group did not
encounter any issues in sourcing water during the Reporting Period.

To effectively reduce the use of packaging material, the Group
negotiates with clients to increase the number of items in individual
packages. During the Reporting Period, the Group consumed 10.2
tonnes of packaging materials. Most of the packaging materials are
plastics.

The control of procurement and use of raw materials based on
production orders is stricter. The Group targets to maintain or reduce
the intensity of energy and water consumption level by 2026 with
the baseline year in 2025.

CHINA AUTOMOTIVE INTERIOR DECORATION HOLDINGS LIMITED
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R HERERRE (A)

During the last two Reporting Periods, the major consumption of

energy and resources is as follows:

Direct and/or indirect energy
consumption by type

Direct energy consumption
Indirect energy consumption

— Electricity

— Steam

Indirect Energy Consumption
Total energy consumption
Intensity by revenue

Water consumption

Total water consumption
Intensity by revenue

Packaging material used for
finished products

Total packaging material used
Intensity by revenue

FESEAHEEER QA
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2025
—E-RE

38.9
5.0

2,559.2
600.3
3,331.6
3,198.4
31.3

2025
—E-RHEF

6,224
61.0

2025
—EC-HE

9.9
0.1

2024
- OF

39.6
7.0

2,650.5
632.5
3,283.0
3,322.6
25.9

2024
—E-OF

6,305
49.0

2024
—E e

10.5
0.1

RExEMERERARN TE2RRMEREREERLN
T

Unit
B

MWh JK B B
Kg/million RMB revenue

TR/ BaBTAREKE

MWh JE B BF
MWh JE FL BF
MWh JK B BF
MWh-e JK B & =
MWh-e/Million RMB

Revenue

KEBEE BEET
AREE Wz

Unit

BAL

M337 5 K

M3/Million RMB Revenue
NHK/FEBTARE
I

Unit
BRI

Tonnes I
Tonnes/Million RMB
Revenue
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

R HERER/ERE (F)

THE ENVIRONMENT AND NATURAL
RESOURCES

The Group has successfully obtained the ISO14001 Environmental
Management System certification since 2006. We have developed
programs related to the prevention of environmental pollution
in order to continuously improve our performance and fulfil our
commitment to environmental protection. Moreover, with a primary
focus on saving energy, reducing consumption, reducing pollution
and improving efficiency, the Group has strived to reduce the impact
on the environment and natural resources by actively using energy-
saving devices and technology, introducing wastewater recycling
systems, recycling manufacturing waste and reducing raw material
consumption.

In addition to implementing a system of environmental management,
the Group has reinforced its cooperation with suppliers that advocate
green development. We prioritize raw material suppliers with
green certification. In regards to the supply of one of our main raw
materials, fibres, suppliers that have obtained green certification now
account for around 85% of the Group’s fiber procurements.

Besides, the Group promotes a paperless operation through various
means, such as providing clients with online purchasing services and
using computer filing instead of printed copies.

CLIMATE-RELATED DISCLOSURES
Governance

The Board has overall oversight responsibility for climate-related
risks and opportunities. Climate-related matters are integrated into
the Board's risk management framework and strategic planning
processes. The Board has designated the ESG working taskforce,
which includes executive directors and senior management, to
coordinate the identification, assessment and management of
climate-related risks and opportunities.

BRERRARER

ZKEli#:%‘i;f/—ﬁellléfrlJLiﬂlsomooﬁ%iﬁ
EEBEANRE UIHREEBAERHRESEN
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BEH)AGE o oM AN B X LABDRE  BRAE BT - 3
MAEEZERR BREBEHEMNESE KM 35 A
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The roles and responsibilities related to climate-related matters are as
follows:

o Board of Directors: Reviews and approves climate-related
strategies, targets and transition plans; oversees climate-related
risk management processes; evaluates the potential financial
impacts of climate-related risks and opportunities; monitors
progress against climate-related targets.

o ESG Working Taskforce: Identifies and assesses climate-
related risks and opportunities; develops climate-related
strategies and action plans; implements climate-related
initiatives and monitors their effectiveness; reports climate-
related matters to the Board at least annually.

o Senior Management: Integrates climate considerations into
business operations; allocates resources for climate-related
initiatives; ensures compliance with climate-related regulatory
requirements; coordinates with external consultants on climate-
related assessments.

These responsibilities are documented in the Board's terms of
reference and the ESG working taskforce’s mandate.

STRATEGY
Climate-Related Risks and Opportunities

The Group has identified climate-related risks and opportunities that
could reasonably be expected to affect the Group’s cash flows, access
to finance or cost of capital over the short term (1-3 years), medium
term (3-5 years) and long term (beyond 5 years).

Physical Risks
Acute Physical Risks

The Group’s manufacturing facilities in Changzhou, Changchun and
Chengdu are exposed to acute physical risks from extreme weather
events. Increased frequency and severity of typhoons, floods and
heatwaves could cause:

o Damage to manufacturing facilities and equipment, requiring
repair and replacement costs

o Disruption to production operations, leading to revenue loss
and inability to meet customer delivery schedules

o Power supply interruptions affecting production continuity

o Transportation disruptions impacting raw material supply and
product distribution
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These risks are concentrated in the Group’s production facilities and
logistics operations within the value chain. Over the short to medium
term, the financial impacts could include repair costs ranging from
RMB500,000 to RMB2 million per event and production losses of
3-7 days per year. The Group’s reliance on consistent production
schedules to serve automotive industry customers makes operational
disruption particularly material.

Chronic Physical Risks

Rising average temperatures and changing precipitation patterns
could lead to:

o Increased cooling costs in manufacturing facilities during longer
and hotter summer periods

o Water scarcity affecting production processes that require water
for equipment cleaning and fabric treatment

o Reduced worker productivity during extreme heat conditions

Over the medium to long term, these chronic risks could increase
operating costs by 2-5% annually, particularly energy and water
costs.

Transition Risks
Policy and Legal Risks

The PRC government has committed to achieving carbon neutrality
by 2060 and has introduced increasingly stringent environmental
regulations. The Group faces transition risks including:

o Implementation of carbon pricing mechanisms or carbon taxes
on industrial emissions, potentially increasing production costs
by RMB50-150 per tonne of CO emitted

o Stricter energy efficiency standards requiring capital investment
in equipment upgrades

o Enhanced environmental disclosure and reporting requirements
increasing compliance costs

These risks are concentrated in the Group’s Scope 1 and 2 emissions
from manufacturing operations. The Group estimates that if carbon
pricing is implemented at RMB100 per tonne, annual costs could
increase by approximately RMB170,000 based on current emission
levels.
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Technology Risks

The automotive industry is transitioning toward electric vehicles and
sustainable materials. The Group faces risks from:

o Changing customer specifications requiring investment in new
production technologies and materials

o Potential obsolescence of current nonwoven fabric technologies
if not adapted to meet sustainability requirements

o Need to invest in lower-emission production equipment to
remain competitive

Technology transition could require capital expenditure of RMB3-8
million over the medium term to upgrade production capabilities.

Market Risks

Shifting market preferences toward sustainable products create both
risks and opportunities:

o Automotive manufacturers increasingly requiring suppliers to
meet carbon reduction targets and use sustainable materials

o Potential loss of customers if unable to meet evolving
sustainability requirements

o Price increases for raw materials as suppliers pass on costs of
sustainability improvements

The Group estimates that raw material costs could increase by 3-8%
over the medium term as suppliers invest in greener production
methods.

Reputation Risks

Stakeholder concerns about climate change could affect the Group’s
reputation if climate performance is perceived as inadequate:

o Reduced attractiveness to sustainability-focused investors

° Customer preference shifts to competitors with stronger
climate credentials

o Difficulty attracting and retaining talent, particularly younger
employees concerned about climate issues
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Climate-Related Opportunities

The Group has identified the following climate-related opportunities:

Resource Efficiency

Implementation of energy-efficient equipment and processes
can reduce operating costs by 5-10% over the medium term

Water recycling systems can reduce water consumption and
costs

Optimization of production processes can reduce raw material
waste and associated costs

These opportunities are concentrated in the Group’s manufacturing
operations. The Group has already begun capturing these
opportunities through the energy-saving measures described in the
Use of Resources section.

Products and Services

Development of sustainable nonwoven fabric products using
recycled materials or bio-based fibres could access growing
market demand

Products with lower carbon footprints could command
premium pricing from environmentally-conscious automotive
manufacturers

Innovation in lightweight materials could support electric
vehicle manufacturers’ needs to reduce vehicle weight and
improve battery range

Over the medium to long term, these opportunities could generate
additional revenue of 5-15% if successfully commercialized.

Markets

14

Early adoption of sustainable practices could differentiate the
Group from competitors and secure preferential supplier status
with major automotive manufacturers

Growing demand for sustainable automotive interior materials
in developed markets presents expansion opportunities

CHINA AUTOMOTIVE INTERIOR DECORATION HOLDINGS LIMITED

T IR G BB

RNEBED #HAA T RIZHEBEE :

BT X 2

. FHEERBERTIFIRPHARESYS =
10% 18 & K AN

o  KERBREGAIRDFEKERKA

o BLAEEIFAIRDEMFIRE RAEBKAK

HZERBETRASENRERK -AKREDEB
[BRER] — B e MBICEZS
s -

Ea R IR T
s EROBRMHREMELERETHERLD
MER JLEAZEBRAMISESR

s WMEIFREMNERIALARREIANIE
SUERESEETE

. CEACH BB Al X BT R AR
EHEENETEMERENTE

RAPBHERBA MEDE R ZEHBA TR
5% Z15% K EE SN A ©

« BERMAREEATEAREEREED
LR i 30 R 3 2 B 5 B T Y B S f
R

s BEMSHAURBAEAHMNTIRASE
B wREREE

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2025



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

R HERER/BRE (F)

Resilience

. Investments in climate resilience (e.g., backup power systems,
water storage) can reduce operational disruptions and
associated costs

o Diversification of supplier base across different geographic
regions can reduce supply chain vulnerability to localized
climate impacts

IMPACT ON BUSINESS MODEL AND
STRATEGY

The identified climate-related risks and opportunities have the
following impacts on the Group's business model, strategy and
financial planning:

Business Model: The Group’s business model relies on consistent
production capacity and reliable supply chains to meet automotive
industry customers’ just-in-time delivery requirements. Physical
climate risks that disrupt operations pose material risks to this model.
The transition to sustainable materials and lower-carbon production
processes requires evolution of the Group’s product offerings and
production capabilities.

Strategy: The Group has incorporated climate considerations into its
strategic planning by:

o Prioritizing investment in energy-efficient equipment and
renewable energy where feasible

o Engaging with suppliers to secure access to sustainable raw
materials
o Developing product innovation capabilities focused on

sustainable materials

o Strengthening operational resilience through facility
improvements and supply chain diversification

Financial Planning: The Group has allocated capital expenditure
budget of RMB2-4 million over the next three years for climate-
related initiatives, including energy-efficient equipment upgrades,
facility resilience improvements and sustainable product development.
The Group expects these investments to generate operational cost
savings of RMB300,000-600,000 annually once fully implemented.
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CLIMATE RESILIENCE AND SCENARIO
ANALYSIS

The Group has conducted climate-related scenario analysis to assess
its climate resilience. The analysis examined two scenarios:

1. Low-carbon transition scenario: Aligned with limiting global
warming to 1.5-2° C, consistent with the Paris Agreement. This
scenario assumes rapid policy action, including carbon pricing,
stringent emissions regulations and accelerated technology
deployment.

2. High-warming physical scenario: Assumes limited policy
action and global temperature increase of 3-4° C by 2100,
resulting in severe physical climate impacts.

The analysis covered the Group’s manufacturing operations in
Changzhou, Changchun and Chengdu over short-term (2026-2028),
medium-term (2029-2033) and long-term (2034-2050) time horizons.

Key Findings:

Under the low-carbon transition scenario:

o Carbon pricing could increase annual costs by RMB150,000-
400,000 depending on the price level

o Stricter energy efficiency requirements would necessitate capital
investment of RMB3-5 million but could reduce energy costs by
8-12%

o Market opportunities for sustainable products could increase

revenue by 10-20% in the long term

o The Group's strategy of investing in energy efficiency and
sustainable product development would position it well for this
scenario
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Under the high-warming physical scenario:

o Increased frequency of extreme weather could disrupt
operations 10-15 days annually by 2040, resulting in revenue
losses of RMB800,000-1.5 million

J Rising temperatures could increase cooling costs by 15-25%
over the long term

o Water scarcity could constrain production capacity in certain
facilities

o Investments in operational resilience (backup power, water
storage, facility hardening) of RMB4-6 million would be
necessary to mitigate these impacts

The scenario analysis indicates that the Group faces material climate-
related risks under both scenarios but also significant opportunities
in the transition scenario. The Group’s current strategy of improving
energy efficiency and operational resilience provides some protection
in both scenarios. However, additional investments and strategic
adaptations will be necessary to fully address the identified risks and
capture the opportunities.

Key Uncertainties: The analysis is subject to uncertainties regarding
the timing and stringency of climate policies, the pace of technology
development, the severity of physical climate impacts and the
evolution of customer preferences toward sustainable products.

CLIMATE-RELATED TRANSITION PLAN

The Group has developed a climate-related transition plan to respond
to the identified risks and opportunities:

Emissions Reduction Target: The Group aims to reduce absolute
Scope 1 and 2 greenhouse gas emissions by 20% by 2030 compared
to 2025 baseline levels. This target is aligned with the Group's
contribution to limiting global warming consistent with the Paris
Agreement objectives.
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Key Actions and Timelines:

1. Energy Efficiency Improvements (2026-2028): Invest RMB2-3
million to upgrade production equipment to energy-efficient
models, enhance facility insulation and optimize steam systems.
Expected to reduce electricity consumption by 8-10%.

2. Renewable Energy Adoption (2027-2030): Explore feasibility of
installing solar panels on factory rooftops (estimated capacity
500-800 kW). If viable, implement in phases starting 2028.
Target to generate 5-10% of electricity needs from renewable
sources by 2030.

3. Sustainable Materials Development (2026-2029): Invest
RMB1-2 million in R&D to develop nonwoven fabric products
incorporating recycled content (target: 20-30% recycled fibre
by 2029). Collaborate with suppliers to secure sustainable raw
material sources.

4. Operational Resilience (2026-2028): Invest RMB1.5-2 million to
install backup power systems, enhance water storage capacity
and improve facility drainage to reduce vulnerability to extreme
weather events.

5. Supply Chain Engagement (Ongoing): Work with key suppliers
to understand their climate transition plans and GHG emissions.
Prioritize suppliers with credible decarbonization strategies and
green certifications (target: 90% of fibre procurement from
certified suppliers by 2028).

6. Employee Engagement (Ongoing): Provide annual climate
awareness training to all employees. Establish energy-saving
incentive programs to encourage behavioural changes.

Resource Allocation: The Group has allocated RMB6-9 million in
capital expenditure over 2026-2030 for climate-related initiatives,
representing approximately 15-20% of planned capital expenditure
over this period.
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Key Assumptions and Dependencies: The transition plan assumes
continued economic growth allowing for planned capital investments,
availability of sustainable raw materials at commercially viable
prices, access to solar panel technology and installation expertise,
and supportive government policies including potential subsidies for
renewable energy adoption.

Monitoring and Review: The ESG working taskforce will monitor
progress against the transition plan quarterly, with annual reports to
the Board. The plan will be reviewed and updated every two years or
earlier if significant changes in the business environment occur.

RISK MANAGEMENT

The Group has integrated climate-related risk management into its
overall enterprise risk management framework.

PROCESS FOR IDENTIFYING CLIMATE-
RELATED RISKS AND OPPORTUNITIES

The Group employs the following process to identify climate-related
risks and opportunities:

1. Information Gathering: The ESG working taskforce monitors
climate science developments, policy changes, regulatory
requirements, industry trends and stakeholder expectations
through engagement with external consultants, participation
in industry associations and review of international climate
frameworks (TCFD, ISSB).

2. Risk Screening: The taskforce conducts annual screening of
potential physical and transition risks relevant to the Group'’s
operations and value chain. This includes review of climate
hazard maps for the Group’s facility locations, assessment of
evolving climate policies in the PRC and evaluation of changing
customer requirements in the automotive industry.

3. Opportunity Identification: The taskforce identifies potential
opportunities arising from resource efficiency improvements,
sustainable product development, market shifts and operational
resilience investments.

4. Stakeholder Engagement: The Group engages with key
suppliers, customers and local communities to understand their
climate-related concerns and expectations, which informs risk
and opportunity identification.
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Climate-related scenario analysis, as described in the Strategy section,
is utilized in the identification stage to understand how different
climate futures could affect the Group's operations.

PROCESS FOR ASSESSING CLIMATE-RELATED
RISKS AND OPPORTUNITIES

Once identified, climate-related risks and opportunities are assessed
using the following approach:

Likelihood Assessment: Physical risks are assessed based
on climate projections for the Group’s operating regions over
short, medium and long-term time horizons. Transition risks are
assessed based on policy trajectories, technology development
trends and market analysis.

Impact Assessment: The potential magnitude of impacts on
the Group’s operations, financial performance and strategic
objectives is evaluated. For quantifiable impacts, ranges of
potential financial effects are estimated as described in the
Strategy section. Qualitative assessments are used where
quantification is not feasible due to uncertainty.

Time Horizon: Risks and opportunities are categorized by time
horizon (short: 1-3 years, medium: 3-5 years, long: beyond 5
years) to inform prioritization and response planning.

Prioritization: Climate-related risks and opportunities are
prioritized based on their likelihood, potential impact and time
horizon. High-priority items are those with high likelihood and
impact over shorter time horizons.

Inputs and Parameters Used: The assessment utilizes climate
projections from the Intergovernmental Panel on Climate Change
(IPCC), local climate data for Hebei, Jilin and Sichuan provinces,
policy announcements from PRC government authorities, industry
reports on automotive sustainability trends and customer feedback
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PROCESS FOR MANAGING CLIMATE-RELATED
RISKS AND OPPORTUNITIES

The Group manages prioritized climate-related risks and opportunities
through:

o Integration into Business Planning: Climate-related
considerations are incorporated into the Group’s annual
business planning process, including capital allocation
decisions, operational planning and strategic initiatives.

o Response Strategies: Risk mitigation strategies include
investments in operational resilience, energy efficiency
improvements and supply chain diversification. Opportunity
capture strategies include sustainable product development,
customer engagement on sustainability requirements and
operational efficiency programs.

o Monitoring and Reporting: The ESG working taskforce
monitors the implementation of climate-related initiatives and
tracks key risk indicators (e.g., frequency of weather-related
disruptions, energy consumption trends, carbon emissions).
Progress is reported to the Board quarterly, with comprehensive
annual reviews.

o Adaptation and Learning: The Group's climate-related
strategies and action plans are reviewed and updated based on
changing circumstances, new information and lessons learned
from implementation experience.

Changes from Previous Period: During the Reporting Period, the
Group enhanced its climate risk identification process by conducting
climate-related scenario analysis for the first time. This has provided
deeper insights into potential long-term impacts and informed the
development of the climate transition plan. The Group also expanded
the scope of climate risk assessment to include more detailed
evaluation of value chain risks, particularly in relation to the supply
of sustainable raw materials.
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METRICS AND TARGETS
Greenhouse Gas Emissions

The Group discloses its absolute gross greenhouse gas emissions
for the Reporting Period in accordance with the Greenhouse Gas
Protocol: A Corporate Accounting and Reporting Standard (2004).

Scope 1 and 2 Emissions
GHG Emissions Category

BEREEERER

Scope 1 emissions B 18R

Scope 2 emissions (location-based) HE2HER (ERHE)
Total Scope 1 and 2 emissions HEN K2R E

Measurement Approach, Inputs and Assumptions:

o Scope 1: Calculated based on fuel consumption records for
company-owned vehicles. Emission factors sourced from the
2019 Refinement to the 2006 IPCC Guidelines for National
Greenhouse Gas Inventories. Global warming potentials based
on IPCC Fifth Assessment Report (100-year time horizon).

o Scope 2: Calculated using the location-based method based
on electricity and steam consumption records from utility
providers. Electricity emission factor: 0.5703 kg CO,/kWh
(China national grid average for 2024). Steam emission factor:
0.11 kg CO,/MJ.

The Group does not have contractual instruments (e.g., renewable
energy certificates) affecting its Scope 2 emissions calculations.

Scope 3 Emissions
Scope 3 Category

EE3ER

A ER (A= REEk)

Business travel (air and rail)

The Group has included business travel in its Scope 3 emissions
measurement as this category is material and data is readily
available. Other Scope 3 categories including purchased goods and
services, upstream transportation, waste disposal and downstream
transportation are under evaluation for future reporting as the Group
enhances its value chain data collection capabilities.

Measurement Approach: Business travel emissions calculated based
on travel records (distance travelled by air and rail) and emission
factors from the UK Department for Environment, Food and Rural
Affairs (DEFRA) conversion factors database.

ERRBER
BEREHER
AEBERE CREREBEREE  CEGHER
B (2004F) ) BEARBRENANWBHRE
REHRE-

EE1R25

2025 (Tonnes CO,-e) 2024 (Tonnes CO,-e)
2025FM—FBMER 20245 _A(LHES

9.44 9.05
1,552.8 1,635.5
1,562.24 1,644.55

FELE BABEBERER:

. HE:REATEBERMREEFERL
FTE o BERMUE F AR IRR 20064 IPCC BIR A
ERESERFM2019FE TR - 2Bk
EESEPNIPCC F HIRFEIRE (1004
FE?%@)"

. EE2 - IRAERNMEN S L REARBEE
HEBNENRERAERELETE-BE O
WEF :0.5703A T — | it TR (2024
FHhEBERERFHE) - ZTHERA T
0.MAT =& bl JKEF-

AEBYBEEAZEEGE _HRFENAHT
A (plmr 5L RES) -

EE3HH

2025 (Tonnes CO,-e)
20254
(| tmEE

2024 (Tonnes CO,-e)
20244
(BE-—f|ikEE)

7.2 7.5

AEBECKBEBERMALBE =SNG E RE
RUEENAEEEHREBEINER -BELEH
RAEEBEERBBEREE N EHBE=H5 (2
EEENRRERE LHESH BEVRELT
WriB ) IEFERT i - AR IR EE A -

FFRFE BB ERFBRIEZ RS (i K
BREOITRLEERE) A R RBIRER R M R E A
(DEFRA) M B R BUR B BE A F&T H -
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

R HERERRE (A)

CROSS-INDUSTRY METRICS

In view of the enhanced climate-related disclosure requirements
under the ESG Code, the Group has started to review the
cross-industry climate-related metrics recommended for listed issuers
and to assess their applicability to the Group’s business operations.
Apart from greenhouse gas emissions and energy-related indicators
already disclosed in this report, the Group has not yet adopted
additional cross-industry climate-related metrics in a manner that
would support consistent and reliable quantitative disclosure for the
current reporting year. The Group will continue to refine its internal
processes and information systems and will consider disclosing
further cross-industry climate-related metrics in future ESG reports
when such data becomes sufficiently robust and decision-useful for
stakeholders.

Internal Carbon Price

The Group has not yet implemented an internal carbon price in its
decision-making processes. The Group is evaluating the feasibility
of establishing an internal carbon price to support capital allocation
decisions, assess the financial implications of future carbon
regulations and incentivize emissions reduction initiatives. The Group
aims to determine an appropriate internal carbon price methodology
by the end of 2026.

Remuneration

During the Reporting Period, climate-related considerations have not
been formally incorporated into the Group’s remuneration policy. The
Board is evaluating options to integrate climate-related performance
indicators into senior management remuneration in future periods to
further incentivize achievement of the Group’s climate-related targets
and transition plan objectives.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

R HERERRE (A)

CLIMATE-RELATED TARGETS
Greenhouse Gas Emissions Reduction Target

Target Description Reduce absolute Scope 1 and 2
ERESiPU R2030F AT & E 1 K2R =R
Base Year 2025

BEHEF 20254

Target Year 2030

BEF 20304

Baseline Emissions 1,562.2 tonnes CO,-e
BEEEHE 1,562 208 — &Lk E &
Target Emissions 1,357.4 tonnes CO,-e

ERESD e 1,357 4 — &Lk E 2

Scope

& [ RERELENEE K25 K

Target Basis: The target is aligned with the Group’s contribution

to the Paris Agreement objective of limiting global warming

well below 2° C. While not formally validated by a third-party
organization, the target was developed considering sectoral

RIZMEEAE &
BERERGEAR

GHG emissions by 20% by 2030

LBEHEME ML 20%

Scope 1 and 2 emissions from manufacturing operations

BEEE ZAREAREARR (BRHE) ¥
2 REEISIERER 2°C 10 B IBFHER BB — 5 -
BREZARMKEESSRBEARSE BEE

e

FEZETERERNTERKEE

to

decarbonization pathways for the manufacturing industry in China.

Monitoring and Review: Progress toward the target is monitored
quarterly through tracking of energy consumption and GHG
emissions data. The ESG working taskforce reviews progress annually
and reports to the Board. The target will be reviewed every three
years or earlier if significant changes in the Group's operations or

external circumstances warrant adjustment.

Metrics Used: The Group monitors progress using the following
metrics: absolute Scope 1 and 2 GHG emissions (tonnes CO,
emissions intensity by revenue (tonnes CO,-e per million RMB),
electricity consumption (MWh), steam consumption (MWh) and fuel

consumption (litres).
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

R HERERRE (A)

Additional Targets

o Renewable Energy: Target to source 5-10% of electricity from
renewable sources by 2030.

o Sustainable Materials: Target to incorporate 20-30% recycled
content in at least one product line by 2029.

o Supplier Engagement: Target to achieve 90% of fibre
procurement from suppliers with green certification by 2028
(current: 85%).

Performance Analysis

This is the first reporting period for which the Group has disclosed
comprehensive climate-related information under the enhanced ESG
Code requirements. The Group’s 2025 GHG emissions show a slight
increase in Scope 2 emissions (3.2% increase from 2024) primarily
due to increased production activity, while Scope 1 emissions
decreased by 6.1% due to reduced vehicle usage. The emissions
intensity improved from 12.9 to 12.7 tonnes CO,-e per million RMB
revenue, reflecting improved efficiency.

The Group has made progress on several climate-related initiatives
during the Reporting Period:

o Completed energy efficiency assessments at all three
manufacturing facilities

o Increased proportion of fibre procurement from suppliers with
green certification from 80% to 85%

o Implemented additional energy-saving lighting controls in the
Changzhou facility

Initiated feasibility study for solar panel installation

The Group will continue to track performance against its climate-
related targets and report progress in future ESG Reports.

FESEAHEEER QA
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

R HERERRE (A)

EMPLOYMENT AND LABOUR PRACTICES
Employment

We are committed to providing fair employment opportunities and
a work environment with mutual respect for all employees. The
Group strongly advocates anti-discrimination and has implemented
relevant policies that focus on treating others with fairness and
dignity and giving everyone equal opportunities. The Group has also
been actively fulfilling its social responsibility by hiring people with
disabilities, exemplifying the spirit of equality. Moreover, we follow
a policy of employee diversity. Suitable candidates, whether local or
foreign, are hired as long as they fulfil the job requirements.

Internal remuneration is determined primarily based on capabilities
and rank, while externally we strive to maintain competitiveness in
order to attract and retain outstanding talents. Employees’ qualities
and capabilities are the only deciding factors for employee promotion
to maintain fair competition.

The Group provides a diverse range of staff welfare benefits. All
employees are entitled to statutory holidays, paid annual leave,
marriage leave, maternity and paternity leave and other holidays
prescribed by the local labour laws. Apart from statutory holidays,
we arrange additional welfare for employees to celebrate certain
festivals. Welfare is also provided on special occasions, such as
birthdays, marriages or sicknesses. On the other hand, the Group
has purchased employees’ social insurance and commercial accident
insurance so that they can be compensated in the event of an
accident.

In terms of lay-off, for employees who do not abide by the Labour
Law, employment contracts are terminated according to the Labour
Law and company regulations. Retirement procedures are arranged
for employees who have reached the retirement age in accordance
with relevant policies. The Group strictly prohibits any kind of unfair
or unreasonable dismissal.

During the Reporting Period, the Group was not aware of any
material non-compliance with laws and regulations in respect of
employment, such as the Labour Law of the PRC and the Labour
Contract Law of the PRC.

The Group had a total of 93 employees in 2025 and all of them were
permanent employees in China.

BIREKNSE TER

(]

BB RERTFORERS AERBETAE—
EEHEENTHERE AKREXNEERESR
WHERBRE TRAF ERMESMA 4
FTEAFENHE - BIRE  NREBETERET
HEBET BERAALER/ET UBRAAF
SR -RMERTEESTLOBRE AEE
BEARAEFSBEABANITIEZR  THREANM
S At EEEERE

HAHFMEZAR D RBAKRET MY AEE
NRFEBRFN - URSIMBEEESAL -BIEFH
NMRAEGEEETHWEAREREN UEFAFH
Fo

AEBERBETRESZTENENGE MEETY
EEEHMEHERENRA WAEHFFR BR-
EBRMEERS KR TAEBRBAN RFATEIIL
BHEREHAENEMNGRE T MENB T —L&
FRIER MAER SE EREHLEHET TN
BHFEE-m—H AEEXRBMAEE ITHMHL
REBIIEERR MEETBE LB AIRER
e PItEHBE(E -

MigESE e TS IERTEERRNET
RIBEHEMARREGERELS AR RKT
- AR BAERRGEDRAFROB THER
KFE-AREBREEFATL AN TR FRAEERE
=

BEHAR ARAKERN YERENEKERZREA
MER (FIhESSERTPRESHERZE)HE
BER -

R-ZZE-RF AEEAHBBEEE 2FHA
MESEAMERE L.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2025



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued))
RE -HEREBRE (&)

Total workforce

Total number of employees

RERE
By Gender
R RIS

By employment type
REFEALE S

By age group
RERERNE S

By employment category
ZiEEERE D

By function
REEeEl

By geographical region
i [ & 5

FESEAHEEER QA

EERERR

Male

S
Female
M
Permanent
E=
Part-time
0

< 30

31-40

41-50

> 50

Senior Management
SREEE
Management
EIRE
Middle

AR

Junior

AR
Executive
REER
Technical

i
Administrative
TE BN IR
Production
HE

China

H B

2025
—E-HE

93
57
36

93

20

28

40

18

65

25

58

93

2024
T O

91

60

31

91

18
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43

18

64

25
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RE - HEREBRE (&)

Employee turnover rate

Total turnover rate
FEN NS

By Gender
=% R &l

By age group
RERBERNE S

By employment category

ZESHRE D

By function
RS D

By geographical region
e i B

EBERKLLER
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R HERER/BRE (F)

Health and Safety

The Group constantly strives to improve the safety of its
different business areas in order to provide a safe and healthy
work environment to employees. As part of the manufacturing
industry, safe production and health of employees are crucial to
the Group’s operation. The Group has implemented occupational
safety management measures to create a safe and healthy work
environment with the goal of “Zero Fire Hazards, Zero Deaths, Zero
Severe Injuries, Zero Occupational Disease.”

The Group has strictly complied with the laws and regulations related
to occupational safety and health. To fully implement the safety
management procedures, the Group has carried out various measures
as follows:

o Identify workplace hazards and risks so that they can be
managed
o Provide appropriate personal protective equipment and first aid

kits to ensure the safety and health of employees

J Appoint a safety officer to monitor and inspect the equipment
in the workplace to ensure all are in safe condition

The Group places the same importance on the safety supervision of
our sub-contractors. We sign safety management agreements, which
detail relevant safety responsibilities, with the subcontractors, and
carry out supervision and inspection on them.

To raise our employees’ awareness of work safety, the Group offers
appropriate occupational health and safety training and drills for
employees in order to let them be fully aware of the potential risks
in the work environment and any measures that could be taken to
prevent incidents from occurring. Regular body checks are provided
to our employees. Apart from physical health, the Group also places
importance on employees’ mental health. Psychological consultation
and stress relief sessions are provided for employees.

With the above measures, no work-related fatalities or instances
of injury were recorded during the past three years, including the
Reporting Period. The Group was not aware of any material non-
compliance with the relevant laws and regulations, such as the
Production Safety Law of the PRC and Law of the PRC on the
Prevention and Treatment of Occupational Diseases, that have a
significant impact on the Group relating to providing a safe working
environment and protecting employees from occupational hazards
for the Reporting Period.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

R HERERRE (A)

Health and Safety BEEZE

Number of work-related fatalities FE T3 A £k

Rate of work-related fatalities AT X

Lost days due to work injury ATEEATERR

2025 2024 Unit
—E-HE —EoNFE B
0 0 No. A
0 0% %
0 0 Daysk
R REI

Development and Training

The Group has made significant efforts in building a good platform
for employees to grow and assisting them in formulating their career
plans. Through employees independently formulating their career
goals, we then establish a series of procedures, such as training,
promotion and deployment of human resources, in order to help
employees grow together with the Group.

To enhance employees’ professional knowledge and skills, the Group
regularly establishes an annual training plan, which is conducted for
all departments. Training programs primarily cover the operations
of critical production processes, such as “Needled Fabrics Quality
Training”, “Product Quality Requirements and Recent Measures of
Quality Improvement” and maintenance knowledge of manufacturing
equipment. We have also arranged external training courses on
various subjects, including system auditing, financial operations,
personnel training and sewage declaration.

During the Reporting Period, 87% of our employees received training
arranged by the Group and the average training hours were 12.8
hours per employee.
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Percentage of trained employees ZF|{EE B 5 Lt

Percentage of trained employees
XIEEBADL

By Gender
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By employment category
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

R HERERRE (A)

Average training hours
completed

5T B I B P 0 B B

Average training hours per
employee
BHEEX I THREE
By Gender
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N BE
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16.0 16.0 Hour/employee
ANV
12.0 12.0 Hour/employee
ANV
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BT A

Labour Standards

The Group respects the rights and interests of each employee. In
compliance with the regulations of the Labour Contract Law of the
PRC, we have forbidden the employment of child labour and have
prohibited the recruitment of any persons under the age of 18. The
Group has also prohibited any forced labour. No employee shall be
forced to work overtime against his/her own will. Overtime work
must be done voluntarily and employees are required to fill out the
Voluntary Overtime Application Form. Overtime hours strictly follow
local labour law regulations to fully protect employees’ rights.

If there are any irregularities in forced labour, child labour and illegal
immigrant labour on staff, employment with all these candidates will
be immediately terminated. The Group will also take responsibility for
the investigation.

During the Reporting Period, the Group was not found in violation
of any relevant laws and regulations in relation to the prevention of
child and forced labour. For the coming year, we will maintain our
zero tolerance for forced and child labour.
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R HERER/BRE (F)

OPERATING PRACTICES AND COMMUNITY
INVESTMENT

Supply Chain Management

Over the years, the Group has spared no effort in promoting the
sustainable development of our supply chain. In terms of supplier
selection, we have established a set of guidelines that includes areas
relating to corporate social responsibility, product and service quality,
environmental protection, occupational safety and health, community
participation and conscientious employers. At the same time, we
prefer our suppliers to have obtained awards or certifications related
to corporate social responsibility.

The Group’s materials are purchased from qualified suppliers whose
products meet the requirements of applicable environmental law and
regulations. The Group always views suppliers as important partners
and persists in fair and open measures to cooperate with various
suppliers.

The Group gives priority to local suppliers when developing
businesses all over the country in order to create employment
opportunities for local communities and fulfil corporate social
responsibility. Preference is also given to environmentally and
socially responsible suppliers, such as contractors who prioritise the
purchase of reusable and renewable products or adopt low-emission
construction processes.

As at the end of the Reporting Period, the Group had a total of 23
suppliers and all of them are located in China.

To ensure our suppliers and subcontractors can continue to provide
quality products and services, the Group strictly requires them to
follow our Code of Practice for suppliers, which provides guidelines
on the evaluation, selection and development of new and existing
suppliers. We conduct annual performance assessments on our
suppliers and subcontractors to see if they meet our requirements.
Suppliers and subcontractors with poor performance are required to
submit a written improvement plan. If there is still no improvement
after the observation period, the procurement contract will be
terminated.

The Group has reinforced its cooperation with suppliers that
advocate green development. We prioritize raw material suppliers
with green certification. In regards to the supply of one of our main
raw materials, fibres, suppliers that have obtained green certification
now account for around 85% of the Group’s fiber procurements.
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R HERER/ERE (F)

On the other hand, the Group places significant importance on
the performance of social responsibility of our suppliers and
subcontractors. Hence, we have engaged third-party organizations
to conduct regular audits on them. Suppliers are required to obtain
the 1SO9001 certificate with a well-established quality management
system. These practices are currently active in 21 of the 23 suppliers
of the Group.

Supply Chain Management HEEER
Total number of suppliers China
HEm AR th

By geographical region China
&= &l &

S AEEHEERRINEEELEETTEN
RENBAES - Bt PHAIEBZFEF-FTHEE
ER ¥ b P HEFT AR E 2 1% o (L FE 5 7B J€ 151509001 R
B UEETENEEEEREA -ZZENEAE
ARAEB23REEEF 21K -

2025 2024  Unit
—ZE-HF —TWE B
23 25  Supplier
EN Y]
23 25  Supplier
EN Y]
EmEE

Product Responsibility

The Group is committed to providing clients with the best quality
of products and services. As an automotive interior decoration
manufacturer, we have been certified in the IATF16949 Quality
Management System for Automotive Industry since 2009. To fulfil
the requirements of our clients and the technical specifications
of the automotive industry, the Group emphasizes the systematic
assessment, analysis and process control of all stages from research
and development, manufacturing to quality control.

Our quality control department conducts strict quality control on raw
materials, semi-finished products and final goods. All finished goods
need to pass the Product Inspection and Verification Management
Procedure before delivering to our customers.

We also place great emphasis on product safety. All products must
go through product certification by independent authorities before
delivering to our customers. In addition, the Group has established a
Product Issue and Recall Procedure, to specify the recall mechanism
when a product encounters major quality or safety issues. When the
relevant department receives notice of any product recall, they track
the customer located in the district in accordance with their records
and arrange for an emergency recall. The quality control department
carries out root cause analysis on the recalled products and takes
action to prevent such issues from happening again. After the root
cause analysis, the recalled products are disposed of properly. After
the matter is settled, customer services update the feedback log
sheet and all of the relevant documents are filed properly.

REBBRBARFPRESEENER LR  miE
BARERNMIMNEER BRME-_STTNFEER
IATF16949 R BT X REEERAREF -ARER
FEXRABETENRNASE ~EBEZEEHER

e E?M%uﬂugj HESEROERRFIER
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BE(EmRRNIBREEERF) BT XNEER
Sl
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R HERERRE (A)

During the Reporting Period, there have been 0.10% of the products
sold or shipped subject to recalls and the number of complaints
regarding products or services received was O.

Ensuring the privacy of customers’ information is an important reason
why the Group has gained customers’ trust. We have implemented
a comprehensive policy for protecting customers’ information and
are committed to not disclosing or selling our clients’ confidential
information to third parties. When collecting or using customers’
information, we change the product name given by the customer
into our company’s internal code to prevent leakage of information.
Furthermore, before initiating a project, we sign a contract and
confidentiality agreement with the customer.

On the other hand, we require our sales team to provide the true
and correct information when selling a product to avoid misleading
our clients.

The Group has strictly complied with the laws and regulations related
to product responsibility. During the Reporting Period, there have
been no cases of prosecution against the Group due to violation
of any product responsibility or privacy laws, such as Consumer
Protection Law, Advertising Law, and Product Quality Law of the PRC.

Product Responsibility EmEE

Percentage of products subject to EmFEAEHNED
recalls
Number of complaints received

REMRFHRE

RE|BEHA - F0.10%WEEXNEMEEHER
KU B Z 5] B fm 2 AR A BV IR

HEPENREREASHERGSELPEEN—E
EZRA-HZMVNET2ENRETFERBE
VTAERTEHREFHNRTENEBERNLET SR
=T EREYEREFEME HMAEBEPK
THEMBHER SRR A  ABHRSINR -
N RMEEHEBEBEHARAMETF R &R LR

8k -

A—IE RELEFPHRE RMAZREEEK
EHERRET VARTFPREHEE MEENAE -

AEEBRRETHRANEREDERER BEH
NARBEREEMNEREERBETRLEREBE
PlEzmELE - Mm(PBEEBERaREE) (&
TE) R(EREEZX) F-

2025 2024  Unit
—E-RF —EDOFE B
0.10% 0.12% %
0 0 No.
RES

Anti-corruption

The Group’s corporate governance philosophy is based on prioritizing
the interests of the shareholders and, at the same time, upholding
the principle of business integrity. The Board includes the Chairman
of the Board, Executive Directors and Independent Non-Executive
Directors. The Board is responsible for maintaining and promoting
the successful development of the business of the Company while at
the same time formulating the Group’s guidelines and visions.

The Group abides by the anti-corruption policy and has implemented
an anti-bribery commitment policy whereby the Group’s internal key
segment employees and key position employees are required to sign
a Letter of Undertaking of Anti-bribery/Anti-corruption. The Group
has also encouraged employees and companies with whom we have
business dealings to report any acts of corruption. Investigations of
these cases are kept strictly confidential.

FESEAHEEER QA
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R HERERRE (A)

The Group realizes that accepting improper benefits would ruin the
Group's integrity. As such, where business dealings may cause a
conflict of interest, employees are required to fill out a Conflict of
Interest Declaration Form. In addition, the Group provides related
training to increase employees’ understanding of conflict of interest.

The Group follows the principle of a fair and open procurement
and tender process, comparing both prices and quality to prevent
misconduct during the process. Furthermore, the Group has strictly
required that all service contracts are required to be approved by the
finance department and the general manager and contracts worth
more than RMB200,000 must be approved by the chairman of the
board of the PRC operating subsidiary.

To prevent money laundering, before paying out substantial amounts
in cash cheques, the recipients’ personal information is required to be
recorded. For fraud and extortion prevention, we occasionally provide
training through case studies to increase employees’ awareness.

The Group has received from each Director a confirmation of their
participation in continuous professional development by attending
training courses or reading relevant materials on topics related
to corporate governance and regulations. The Group arranged 3
training sessions on anti-corruption and anti-bribery for our directors
and employees, which included training on anti-corruption and anti-
bribery laws and regulations, as well as case studies and handling
method of potential and materialized violations.

The Group has strictly complied with the laws and regulations related
to anti-corruption. During the Reporting Period, there have been
no cases of prosecution against the Group due to violation of any
relevant laws, such as the Criminal Law of the PRC, the Anti-Money
Laundering Law of the PRC and other national or regional laws and
regulations.
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Anti-Corruption REF

Legal cases regarding corruption  BJ5FARFAEE

Anti-corruption Training RE 5

Number of training sessions REFEIIRE

Total training hours RE5H Fﬁi EIEELSS

Percentage of employees trained: BXKRESEININES
Bt

— Directors -EF

— General employees -—RIEEB

Community Investment

2025 2024  Unit
—E-FHE —E-NFE B
0 0 Case R
0 0 No. X
3 3 No. X
12 12 Hour /NBF
25% 22% %
21% 18% %
HERE
AEERBRBEICE LEFTEMNALT  WRLSHE

The Group has actively cared for people with needs and has eagerly
participated in different charity events, as well as sponsored such
events. We have worked together with local communities to organize
activities for cancer patients, to care for the next generation and
help persons with disabilities to attain employment. We have set an
example to create a caring community.

The Group has always been promoting community integration and
has set up channels to deal with opinions from community groups.
Upon receiving a suggestion, we promptly provide feedback and
discuss the follow-up plan together with the relevant parties. On the
other hand, through participation in corporate sports, education,
environmental-related activities and training, we have managed to
strengthen our link with the community.

During the Reporting Period, the Group has donated RMB2,500 to
local charity federations to support charity events.

FESEAHEEER QA
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HKEX ESG REPORTING CODE CONTENT ERARS MK
INDEX Al &

Section
=65 1 ut

Description

BRE HERERRET

Reference

p%

Governance Structure

E/l:l g&*ﬁ
Disclosure of the board’s oversight of ESG issues
FEEEGURE HERELCETENEE
Board’'s ESG management approach and strategy, including the
process used to evaluate, prioritise and manage material ESG-
related issues including risks to the issuer’s businesses
EFENRE - HEREABEH KR BTG BXHS
REBBEENRE HEREMEEFE (BREBETAEBD

[BL B2 ) 738 72

How the board reviews progress made against ESG-related goals
and targets with an explanation of how they relate to the issuer’s
businesses
EEenmERRRE HehERAHEERRIER YREEM
WAfa] BB 1T A KT B AE

Reporting Principles

E®mE A
Description of, or an explanation on, the application of the
following Reporting Principles (Materiality, Quantitative,
Consistency) in the preparation of the ESG report.
HSMEERBRRE L RERRSHUAERTIIERRF
Al(EZH - -2k —531H)-

Reporting Boundary

EmeEE
A narrative explaining the reporting boundaries of the ESG report
and describing the process used to identify which entities or
operations are included in the ESG report. If there is a change in
the scope, the issuer should explain the difference and reason for
the change.
ERE HahBomENERDE &?L% 2 O AL F B i
EBWARE HEhEARSHNBRE FERBEAFARE
TAEBREIRZEREHREA -
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ESG Governance
E;%iﬁ N *i@&g/m /8 IE
ESG Governance

E,%iﬁ N 7‘i@&%/m =P

ESG Governance

Eﬁiﬁ * Ti@& B /EI A f@

About This Report

R A S

About This Report
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Section Description Reference

3: 1 4t 2Z

A. Environmental

A RIR
ATl Emissions
ATHEY)
General Compliance with relevant laws and regulations that have a Environmental Aspects
significant impact on the issuer; relating to air and greenhouse
gas emissions, discharges into water and land, and generation of
hazardous and non-hazardous waste.
—RRE BTFHETABEAXEEHABERLAEREHN KL TH RRER
WEES BERESEEVNEESNEBEZ LR -
A1.1 The types of emissions and respective emissions data. Air Emissions and GHG
A1.1 ey iE 58 K HE A B BB - [BE RBE AR KOR = R BB HE
A1.2 Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas Air Emissions and GHG
emissions (in tonnes) and, where appropriate, intensity (e.g. per
unit of production volume, per facility)
A1.2 BE (S8E) RgREZE (BE)RERBHENE (UETHE) R BERERERERBHKR
(ER)EBEE (NMABES BN BERETH) -
A1.3 Total hazardous waste produced (in tonnes) and, where Waste Management
appropriate, intensity (e.g. per unit of production volume, per
facility).
A1.3 FELEEEEDES (UEFAE) R (NER)BE (WABE BEEYER
EBEM FERKBAE) -
Al.4 Total non-hazardous waste produced (in tonnes) and, where Waste Management
appropriate, intensity (e.g. per unit of production volume, per
facility).
Al.4 FELEEEEDES (UEFAE) R (NER)BE (WABE BEEYER
BEM FERKBHAE) -
A1.5 Description of emission target(s) set and steps taken to achieve Air Emissions and GHG
them.
A1.5 BTN HERERERERAREI G L BRI K- JEE SR HE N KOR = m B HE AR
A1.6 Description of how hazardous and non-hazardous wastes are Waste Management

handled, and a description of reduction target(s) set and steps
taken to achieve them.

A1.6 HNRBEAEERBEREMN AL RELAFMTVNAEESER BEEVER
REDE L BRI PR

FESEAHEEER QA B dHERERHME202 39
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Section
=4:0]

A2 Use of Resources
A2E G 1E

General

—RRIER
A2.1

A2.1

A2.2

A2.2
A2.3

A2.3

A2.4

A2.4

A2.5

A2.5

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued))
RE - HEREBRE (&)

Description

1 4t

Policies on the efficient use of resources, including energy, water
and other raw materials
EREAER (BEER KREMERME) ABUER -
Direct and/or indirect energy consumption by type (e.g. electricity,
gas or oil) in total (kwWh in '000s) and intensity (e.g. per unit of
production volume, per facility)
(NFRFEGFAHE)REE (NMABESE SN BERETH) -
Water consumption in total and intensity (e.g. per unit of
production volume, per facility).

REKEREE (MAEBEEEN BERBAHE) -
Descrlptlon of energy use efficiency target(s) set and steps taken
to achieve them.
IR PTET AR A B iR R R ERE L BRI P8R
Description of whether there is any issue in sourcing water that
is fit for purpose, water efficiency target(s) set and steps taken to
achieve them
F it SR EGE KR LRI B R - LA RFTEI L 8 K e B 15
RREREL B RMERIE -
Total packaging material used for finished products (in tonnes)
and, if applicable, with reference to per unit produced.
YRGB REMANAE (UHMEE) R (NBER)BEESN
HEe

A3 Environment and Natural Resources

AR IE R KA E IR
General

—RRE

A3.1

A3.1

A4 Climate Change
A45T IR ZHE
General

—RRE

A4.1

A4

CHINA AUTOMOTIVE INTERIOR DECORATION HOLDINGS LIMITED

Policies on minimising the issuer’s significant impacts on the
environment and natural resources
BIRBEITAHRRERRAERENERNZEBE -
Description of the significant impacts of activities on the
environment and natural resources and the actions taken to
manage them.
HEBEZHERERRAERNEATEREKNEREHEY
Zm1TH -

General Disclosure: Policies on identification and mitigation of
significant climate-related issues which have impacted, and those
which may impact, the issuer.
—REE BN REEE LTS
RAEFSERBE-

Description of the significant climate-related issues which have
impacted, and those which may impact, the issuer, and the actions
taken to manage them

M EERAREEHETAEETENETARIGHEBER  LE
178

HETAEETZENERR

Reference

2Z

Use of Resources

BIRE R

Use of Resources

BIR(E R

Use of Resources

BIRE R

Use of Resources

BIREM

Use of Resources

ARFEAR
Use of Resources

BIREM

Environment and Natural
Resources
RERRAER
Environment and Natural
Resources

RERRAER

Climate-Related
Disclosures

RIREEKE

Climate-Related
Disclosures

RARAARE R
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Section

3:

Description

1 4t

Part D - Climate-Related Disclosures

DD -—RIEHBIKE
Governance

5 oA
E /0

Strategy
I

Risk Management
B EFE

Metrics and Targets
E1ER A 1Z

REAENHEESE A

Disclosure of the Board's oversight of climate-related risks and
opportunities, and the roles of the Board and management in
monitoring climate-related issues, reviewing climate-related
information and overseeing progress against climate-related goals
and targets

FEEESHREHARARIRENEE UREEENEERE
ERRAREEEE BHAREABEEAREERKRERBRE
BRERTENAE

Description of significant climate-related risks and opportunities
which have impacted, and may impact, the Group's business
model, strategy and financial performance over the short,
medium and long term (including acute and chronic physical risks
and transition risks), and how these are considered in business
planning and decision-making

mkﬂ%ﬁ el PHRRAAZEREBEBER -

RELPBERANEARGEABRREEE (BESEREER
BRERARENRER) ARNAEEBREIARPERLS
ESES

Description of the processes for identifying, assessing and
managing climate-related risks, including how such risks are
integrated into the Group’s overall risk management framework
and regular risk review procedures

T 8 B ﬂﬁ&ﬁﬁfﬁﬁﬁﬂAmﬁﬁ,a%WW%%%@
BAMAREENRERRERERRERRBRESRER

Disclosure of the climate-related metrics used by the Group
(including greenhouse gas emissions and other relevant
environmental indicators), any climate-related targets set (such
as emissions or energy-efficiency targets), and the Group's
performance against these targets.
BEAEEEANREEAER (BEAEREHRKLEMAH
RIBERE) TARENRXEHEE (PR EREERE)
ARAEBEENZEBETEHRE -

Reference

2Z

Climate — Governance

Climate — Strategy

i}
i
\
e
p==}
o

Climate — Risk

Management

R fx— ke g e

Climate — Metrics and
Targets

RIx—HEFERERE
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Section Description Reference

3: 1 4t 2Z

B. Social
B.4E
B1 Employment
BlENE
General Compliance with relevant laws and regulations that have a Employment
significant impact on the issuer; relating to compensation and
dismissal, recruitment, and promotion, working hours, rest
periods, equal opportunity, diversity, antidiscrimination, and other
benefits and welfare.
—& BTYHETARERXEGHF L RE BERSET TERE  ER
B TERE Zul RIEBENUREMEEREBNEERERE
SERIE
B1.1 Total workforce by gender, employment type (for example, full- or  Employment
part-time), age group and geographical region
B1.1 RUREEAR (NE2BFE) FREAFNKMRESNEE ERE
B
B1.2 Employee turnover rate by gender, age group and geographical Employment
region.
B1.2 RIER - FRARNRMEE SNEE R KL E - (A
B2 Health and Safety
B2fEF =%
General Compliance with relevant laws and regulations that have a Health and Safety
significant impact on the issuer.
— BFHBITABERZENEBEER LR - ERET 2
B2.1 Number and rate of work-related fatalities occurred in each of the Health and Safety
past three years including the reporting year.
B2.1 BE=ZF (PHEERFE)BFRAITCHMOABE R X HERZ 2
B2.2 Lost days due to work injury Health and Safety
B2.2 AIGEXTIEREH: REEZE
B2.3 Description of occupational health and safety measures adopted, Health and Safety
and how they are implemented and monitored.
B2.3 MR B ERRET2REE UREERITRERT X EREZS
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Section

3:

Description
1 4t

B3 Development and Training

B3T & % =5
General

—
B3.1

B3.1
B3.2
B3.2
B4 Labour Standards

B445 T £ A
General

—
B4.1

B4.1
B4.2

B4.2

Policies on improving employees’ knowledge and skills for
discharging duties at work. Description of training activities.
BRARITE B BT TIERE &) A58 M R B RO BUKR - H i 35 55 & -
The percentage of employees trained by gender and employee
category (e.g. senior management, middle management).
RURREBEN(WESREERE FREEE)ESNZIEER
AL

The average training hours completed per employee by gender
and employee category.

BRI REERFE D BEREETKIIINFHRKE-

Compliance with relevant laws and regulations that have a
significant impact on the issuer.
BIHBITABERZENEBEER LR -

Description of measures to review employment practices to avoid
child and forced labour.

iR FBREEAE AR R E T RRHIS T -

Description of steps taken to eliminate such practices when
discovered.

i AE B3R AR B I E R A BRSO P ERER B 22 B -

B5 Supply Chain Management

B5{# JE 7iE &
General

—
B5.1

B5.1
B5.2

B5.2

B5.3

B5.3

B5.4

B5.4

REAENHEESE A

Policies on managing environmental and social risks of the supply
chain.

ERHEZENREIEERABREBOR-

Number of suppliers by region

miEE D HEREE

Description of practices relating to engaging suppliers, number
of suppliers where the practices are being implemented, and how
they are implemented and monitored.

ML EHERAHRERNED MERATEREMNNHEDHRE
AR BB IT RERF A

Description of practices used to identify environmental and social
risks along the supply chain, and how they are implemented and
monitored

BB EEGERGNIRE R SRR MBI KA
BRITRER T A

Description of practices used to promote environmentally
preferable products and services when selecting suppliers, and
how they are implemented and monitored.

HLERIE BRI R 2 AIRREm RGN BE A A KAEHE
WITRERA L.

Reference
2E

Development and Training

R REF
Development and Training

R RIEI
Development and Training

R REII

Labour Standards

B IR
Labour Standards

8T AR
Labour Standards

T 2R

-

N

Supply Chain
Management
HEEE R

Supply Chain
Management
HEEER

Supply Chain
Management

HEEEE

Supply Chain
Management

HEEEE

Supply Chain
Management

HEEEE
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Section
=4:0]

B6 Product Responsibility
B6E L EF
General

—
B6.1

B6.1
B6.2

B6.2
B6.3

B6.3
B6.4
B6.4
B6.5

B6.5

B7 Anti-corruption
B7R &5

General

—
B7.1
B7.1
B7.2

B7.2
B7.3

B7.3

Description

1 4t

Compliance with relevant laws and regulations that have a
significant impact on the issuer.
BFHBITABERZENEBEER LR -

Percentage of total products sold or shipped subject to recalls for
safety and health reasons
EENCDEXEMAETRL 2 HEREAMARKN AL -
Number of products and service related complaints received and
how they are dealt with.
EEBRERNRGOIRFEHE ARBE T E-

Description of practices relating to observing and protecting
intellectual property rights

o B R B A EE R R RA BV 1B 1 -

Description of quality assurance process and recall procedures.
HrEERTBERERBUIERF -

Description of consumer data protection and privacy policies, and
how they are implemented and monitored

BB EERRERMBEER  ARBEARTRERT -

Compliance with relevant laws and regulations that have a
significant impact on the issuer
BFHBITABERZENEBEER LR -

Number of concluded legal cases regarding corrupt practices
brought against the issuer or its employees during the reporting
period and the outcomes of the cases.
RERAANHBETAREEERETEEENBITHARGOE
B RFRER-

Description of preventive measures and whistle-blowing
procedures, and how they are implemented and monitored.
B B E R BB AR ABRBRIT RER G-
Description of anti-corruption training provided to directors and
staff.

HMEERE TRHENRETE -

B8 Community Investment

B8t B K&

General

— 1%

B8.1
B8.2
B8.2

CHINA AUTOMOTIVE INTERIOR DECORATION HOLDINGS LIMITED

Policies on community engagement to understand the needs
of the communities where the issuer operates and to ensure its
activities take into consideration the communities’ interests.
FANUHEZ2ERTREEMEHEBFTENBEREER TS GE
AL IR ] 5 B R o

Focus areas of contribution (e.g. education, environmental
concerns, labor needs, health, culture, sport).

EIERERE (NHE BEEE BIER BE b -BEF)-
Resources contributed (e.g. money or time) to the focus area.

EZIHBMPAER (NS ERER) -

Reference
2E

Product Responsibility

EmBE
Product Responsibility

EmBE
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Product Responsibility
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Product Responsibility
EmBE
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EmAE

Anti-corruption
R&E5
Anti-corruption
R&E5
Anti-corruption

RER
Anti-corruption

R&ES

Community Investment

HEKRE
Community Investment

HEKE
Community Investment

HERE
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