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Introduction

FDG Electric Vehicles Limited (the "Company") is listed on the Main Board of The
Stock Exchange of Hong Kong Limited (Stock Code: 729). The Company with its
subsidiaries (collectively referred to as the “FDG Group” or the “Group” or “we”)
is an integrated electric vehicle manufacturer. It principally engages in (i) research
and development, production and sale of lithium-ion batteries and related
products; (ii) vehicle design and the design, manufacture and sale of electric
vehicles; (iii) leasing of electric vehicles; (iv) research and development,
manufacture and sale of cathode materials for nickel-cobalt-manganese
lithium-ion batteries; and (v) direct investments.

In recent years, energy issues continue to be hot topics across the world. With
increasing concern for environment and pursuit of more environmentally friendly
means of transport, electric vehicles featuring "zero emission" came into being
as a new alternative to alleviate air pollution. FDG Group adheres to the
corporate vision of "Advocating Technology, Innovating Forever, Pursuing
Greenness, and Shaping Humanities", focusing on the electric vehicles and
lithium-ion batteries businesses, actively promoting "zero emissions" and
building a green environment. The Group is committed to making continuous
contribution to the sustainable development in China and overseas, and fulfilling
corporate social responsibilities at various operational levels. This
Environmental, Social and Governance Report provides an overview of the
Group's performance related to sustainable development in the areas of the
environment, community, employment and labor practices and operation
convention for the year ended 31 March 2016, with a coverage of the Company's
Hong Kong office and its operation sites in Hangzhou, Kunming, Tianjin and
Beijing.
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1.1

Energy Preservation and Emission Reduction

Following entering into the “New Normal” in China economic growth and under
the trend of promoting green, recycling and low-carbon development, there is
a new round of huge opportunities in new energy vehicle industry in China.

As an integrated electric vehicle manufacturer, FDG Group develops, designs
and manufactures a series of high-performance pure electric vehicles with a
close adherence to the strategic direction of national environmental protection
policies in all aspects of its business development, production and operations,
etc. The electric vehicles driven by lithium batteries do not involve burning of
gasoline and do not emit any exhaust, thus achieving the environmental
protection effect of "zero emission", greatly improving the air quality of the
roads, and making important contribution to protect the environment and to
build a green society. Taking the pure electric mid-size bus of the Group as an
example, in virtue of its features of no gasoline consumption and no pollution,
20 liters of gasoline per 100 kilometers (equivalent to 48 kilograms of carbon
dioxide emissions) can be saved when compared with the conventional
medium-sized buses.

Moreover, we prudently use water, raw materials and other natural resources
and committed to increasing the use of renewable energy resources in order to
minimize carbon emissions. Before the construction of new operation sites
and factories, we would assess the local environmental conditions and the
effects of such construction on the surrounding areas and develop the land
responsibly. We would also check related indicators regularly after starting
operations to continuously maintain the local environmental and air quality,
water quality and the well-being of the ecosystem through treatment and
disposal of the wastes to pursue win-win situation for both economic
development and environmental protection.
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Energy-saving Comparison

e.Boss "ZER | MEFHIEEL
“e.Boss” Pure Electric mid-size Bus

—RPEEL

Normal mid-size Bus

per 100 Kilometers

BEAERH
Gasoline Consumption /ero 20 FLitres
per 100 Kilometers
BEELBZSbiRER HER48AF=a1bE
CO2 Emission /ero Equivalent to 48 kilograms of carbon dioxide
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Promoting Green Outings

The FDG Group provides premium high-performance “zero-emission” electric
vehicles for various industries and promotes green outings to every customers.
Our pure electric mid-size bus “e.Boss” and pure electric commercial vehicle
“e.Glory”, developed with Independent-Forward-Engineering by the Group,
were selected as the designated VIP hospitality vehicles during the Boao
Forum for Asia this year and the 11th G20 Summit. We have provided
environmental friendly, safe and comfortable green outing experience for
leaders and VIPs from different countries.

With respect to businese operation, our employees travel by the electric
vehicles provided by the Group or public transport for outward attendance.
We also encourage employees to plan their itineraries and manpower
arrangements as early as possible, such that all the participants can share the
same vehicle to reduce energy consumption and pollution during the trip.
Staff dormitory are also provided for non-local employees to save their
commuting time and costs, as well as carbon emissions. Furthermore,
advanced video-conferencing system is installed in the Group's Hong Kong
office to enhance communication efficiency and reduce carbon emissions by
staff traveling on business trips.

Idea of Green Environment

In order to be more effective in utilisation of resources and achieve waste
reduction and environmental protection, all the operation sites of FDG Group
began to implement ‘Green’ office, ‘Green’ material and ‘Green’ filing
management. In Hong Kong office, environmental-friendly papers are used
for printing the annual reports. For the vehicle design center in Beijing,
employees closely follow the idea of “Green” office by advocating reduction
in usage of resources such as water, paper, printers, etc. We also save the
image files and product information electronically and go paperless, thus
resolving the difficulty in file searching and management and realising
resources sharing. In term of production technology, the production base in
Hangzhou selects and uses lighter and more environmental-friendly materials
to ease the burden to the environment.
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Solar Generating System

We try our best to relieve the burden of the environment in the process of product
design, manufacturing and operation by means of sewage treatment, contaminated
oil collection, harmful waste treatment, energy saving and technical renovation.

With respect to utilisation of renewable energy resources, the Group makes full use
of the abundant sunshine in Zhejiang Province and built photovoltaic panels on the
roof of our Hangzhou factory to generate electricity. The photoelectric conversion
device converts solar energy into electrical energy and achieves energy preservation
and emission reduction through pollution-free power generation. It also greatly
enhances the utilisation of the building area. The factory’s photovoltaic energy
storage system was combined to the grid in March 2016, serving as the largest
color-coated steel tile roof photovoltaic power generation project in Zhejiang
Province. With a total installed capacity of 8.68 MW on the factory roof covering
200,000 square meters, and adopting the mode of self-used power generation with
selling un-used power to the grid, the project is expected to generate an average of
more than 8 million kilowatt-hours of electricity every year, satisfying 25% of the
electricity demand of the corporation in the short term. It will help reduce the national
coal power consumption.
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1.9

Resources Utilisation and
Ecological Protection

The production of the electric vehicles, lithium batteries products by
FDG Group follows strictly the development design and production
under environmental protection concepts. In achieving environmental
protection in materials selection, reasonable design and “green”
production, great emphasis is put on the reduction of resources
wastage and ecological protection.

1.5.1

“Zero” Emission Throughout

FDG Group adopts the concepts of environmental protection and
energy saving into all production processes. The production plants
make great use of natural light and natural ventilation and use exhaust
gas treatment and waste water re-utilisation systems. This helps to
create an energy-saving society through the actual production process
and achieve “zero” emission throughout.

1.5.2

Production Technology Innovation

As a new manufacturing industry, the design of the production plant,
production line and products of FDG Group’s all production bases
such as Hangzhou are based on newly innovated technologies with
energy consumption reduced to the lowest level. Advanced industrial
4.0 equipment standard and production standard have been adopted
in the production process and the “green” production and sustainable
development strategy is carried out through scientific design,
meticulous production and refined management.

1.5.3

Waste Disposal

We have a comprehensive non-hazardous treatment and re-utilisation
system to recycle and re-use the waste steel, waste paint, waste
water, exhaust gas even the waste packing materials arisen from the
production process in all our factories. Waste steel and waste
packaging materials are recycled and reused by materials companies,
while waste solder is recycled by the supplier. Domestic wastes would
be collected and sorted, recyclable parts such as paper are recycled
while the rest are disposed in landfills by relevant environmental
hygiene department. Hazardous wastes are sorted and stored in
different garbage bags and are recycled by designated professional
recyclers.
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General industrial solid wastes are mainly scrap
steel, waste solder and waste packaging materials,
among which steel and packaging material are
recycled and reused by materials companies and
waste solder is recycled by the supplier.

Non-recyclable industrial solid wastes will be
landfilled together with domestic wastes.

Domestic wastes will be sorted and collected.
Papers will be recycled and re-used and
non-recyclable wastes will be landfilled by relevant
environmental hygiene department.
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Paint residue, paint
bucket, phosphating
waste (dry),
phosphating waste
(liquid), degreasing
waste, sewage
sludge, waste
solvents, waste
sealant, waste
activated carbon
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We try our best to use non-hazardous and natural
and environmental friendly materials to reduce
the generation of hazardous wastes.

The hazardous wastes and general wastes are
sorted and stored in different garbage bags, and

are recycled by designated professional recyclers.
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1.5.4

Products Environmental Protection Effectiveness

The lithium-ion batteries developed and produced by FDG Group are of high
capacity and pollution-free, thus playing a vital role in promoting the growth of new
energy. The production processes are strictly in compliance with international
environmental protection standards and adopt modern production technologies.
Our products are internationally known as the “green batteries”. Given the Group
chooses to use quality lithium-ferrous-phosphate cathode materials and
environmental-friendly water-based adhesive as raw materials, the Group’s
lithium-ion battery products have the advantages of superior performance, larger
capacity, longer lifecycle, higher stability and lower costs. They do not release
harmful materials and are therefore not a burden to the environment.

All electric vehicles are developed and produced with mature scientific
technologies independently by the professional teams of the Group with its
Independent Forward-Engineering. All models are equipped with our own
lithium-ion batteries, which can effectively reduce energy consumption and avoid
exhaust emission, therefore improving the air quality on the road.

We keep enhancing the environment protection effectiveness of our products to
make contribution to the environment. The products of the Group have been
recognized by the central government and listed in third batch of Directory of
Recommended New Energy Vehicles for Promotion and Application by the Ministry
of Industry and Information Technology. Our business and electric vehicle products
are all developed on the premises of environmental protection and energy
conservation, aiming at achieving ‘zero emission’.

The environmental protection effectiveness of our products are widely recognized
by the industry. In July 2015, at the invitation from Pilot Green Transport Fund
under the Environmental Protection Department of Hong Kong, FDG Group
participated in the experience sharing conference of testing electric light van. We
presented the pure electric mid-size bus, e.Boss, which is independently,
developed and produced by FDG Group, and demonstrated the features of our
products as environmental-friendly, safe, and comfortable. It proves that the Group
has reached international leading level in the research and development of pure
electric commercial vehicles.
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Community Interaction

FDG Group actively cares about the society and fulfills its corporate
social responsibilities. Ever since the establishment, we have been
maintaining close communications and interactions with local
communities in order to contribute to local development. The Group
serves people’s livelihood with technology. We create job
opportunities and promote economic growth in the local
communities through our technical capability and capital strength.

Moreover, we maintain friendly relationship with local communities
during business expansion. Before the commencement of our
production base project in Kunming, we conducted a survey and
interviews with individuals and organizations that might be affected
to collect public opinions on the project. The results reflected the
importance of the project to the economic development of the region
and that the environment of the neighborhood would not be
affected. Thus, execution of the project received the general support
of the communities and the residents.
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2.2

Contribution to Local Communities : Supporting G20 Summit

The pure electric vehicles developed and produced by FDG Group are well-known for their premium quality.We
have successfully built up a good brand image in the international market and actively expand the domestic and
international market. They provide people with green outing solutions and are making effective contribution to
environmental protection. In particular, each production plant of the Group has adopted environmental friendly
design, going all “green” with no sky pollution and zero emission, thus making great contributions in creating a
good ecological environment and developing green life for local communities.

In addition, as a local vehicle manufacturer in Hangzhou, during G20 Summit held in Hangzhou in September
2016, FDG Group assisted the local government in realizing green outings for delegates. Changjiang Vehicle
under FDG Group provided exclusive services in receiving the delegates and transportation in the core area of
the summit through a total of 210 units of its pure electric mid-size bus “e.Boss” and pure electric commercial
cars (“e.Glory”) for the summit which was a strong support for green transportation. As the data showed, in
serving the summit, the fleet of e.Boss and e.Glory covered a total mileage of over 100,000 kilometers, with the
longest mileage covered by a single vehicle at 1,752 kilometers. Even under such highly demanding operational
environment, the vehicles performed steadily and received commendations from the organizing committee and
guests from other countries with outstanding features of “Full Participation, Zero Failure, High Comfort”, hence
setting up a new benchmark for electric vehicles in China. With the superb performance, our vehicles received
double honour of “G20 Hangzhou Summit Special Sponsor” and “G20 Hangzhou Summit Reception Product”
from the G20 Organising Committee.
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3.1

Employment and Labour Standards

FDG Group believes human resources is the key to businese operations and
development, the core of our competitive advantage and also the driving force
of our innovation. In order to build a united and harmonious professional
team, FDG Group provides a fair working environment, strives to protect the
basic rights of the employees, cares for their demands, and safeguards their
well-being so as to enhance their working efficiency.

To standardize employment and protect employees’ basic rights, FDG Group
conforms to relevant laws and regulations in mainland China and Hong Kong,
and the relevant administrative rules and measures are strictly enforced
including “Administrative Measures for Employment and Evaluation of
Technical Personnel”, “Attendance Policy and Leave Management”, “Labour
Contract Management System”, “Recruitment Management System”,
“Employee Welfare and Remuneration Regulations”, “Interim Measures on
Retirement and Resignation by State Council”, and Hong Kong’s Mandatory
Provident Fund Schemes Ordinance. These rules and regulations specify the
requirements relating to employment, labour relations, employees’
remuneration and welfare, to protect the rights of employees. Besides,
medical benefits are provided by the Company to our employees, such as
medical insurance in order to alleviate their burden and strengthen their sense
of belonging to the Group.

FDG Group strictly complies with the relevant laws and regulations in
mainland China and Hong Kong in open recruitment which is is carried out in
accordance with the State Council’s Provisions on Prohibition of Child Labour,
Labour Contract Law of China, and Hong Kong’s Employment Ordinance,
including verification of identities documents produced by the applicants. In
case child labour is found, the child will be immediately escorted back home
to the custodian of his/her guardian. During the year, all employees in FDG
Group satisfy the minimum age requirements under the relevant laws in

mainland China and Hong Kong. No child labour or forced labour is employed.
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3.2

Health and Safety

FDG Group has been committed to protect employees’ health and safety. Sound
management systems have been established in occupational health and safety
and production safety in strict compliance with the regulations on occupational
health and safety in Hong Kong and mainland China, thus laying a solid
foundation for safe operation and production.

Safe Production

With respect to occupational health and safety policies, FDG Group strives to
achieve the safety goal of zero occupational accident, and provides protective
equipment to workers according to “Administrative Measures for Labour
Protective Equipment” so as to meet the needs of employees’ safety and
protection in production. As for safe working place, adequate occupational
health and safety trainings have been provided to employees for a better
understanding of potential risks at the work place. In order to fully implement the
occupational health and safety policies, the Group has established and
enforced various administrative measures, including “Fire Safety Management
System”, “Safe Production Training Measures”, “Emergency Plan”,
“Management System for Dangerous Chemicals” and “Management System for
High-risk Operations”.

During the year, all the operation sites of FDG Group have maintained a good
and safe working environment with no accident happened.

3.3

Development and Training

FDG Group actively builds up a sound occupational environment and latitude to
connect employees’ career advancement with our business growth so as to
attract and retain talents. Sound management measures have been introduced
to develop our employees. Job rotation is set up in our production base in
Hangzhou to help employees expand their horizons and explore their potential.
We have also implemented comprehensive human resources development plan
to achieve four objectives of specialisation, practicality, marketization, and
internationalization.

In daily operations, FDG Group provides induction training for new employees.
Our production bases in Kunming and Tianjin have arranged experienced
employees as mentors to guide the new comers on jobs such that
communication and team spirit is enhanced, their technical skills and
managerial capability are improved, and learning and further development of the
employees at all levels is encouraged. Furthermore, professional training and
hardware support are provided to employees in our vehicle design center in
Beijing and the production base in Hangzhou to help them to continuously
upgrade professional knowledge and skills as well as develop their potentials.
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Supply Chain Management

Effective management of suppliers can gurantee efficient operations as
well as quality and safety of our products and services. For the suppliers
of each product and service, FDG Group has established management
process in accordance with national and local relevant regulations so as
to ensure that our purchasing process conforms to laws and regulations,
and the chosen suppliers are up to a certain standard in terms of quality,
environmental protection and safety.

Green Purchase

Corporate social responsibility is set as one of the criteria in supplier
selection. Our vehicle design center in Beijing requires suppliers of
electronic materials to meet the related standards of environmental
protection according to the RoHS (Restriction of Hazardous Substances
Directive) Compliance Guide.

Code of Conduct for Suppliers

Our suppliers are required to hold the relevant corporate social
responsibility certifications in service quality, environmental protection
and occupational health and safety.

Raw Material Quality and Safety Standard

Moreover, our vehicle design center in Beijing evaluates its suppliers
annually on their performance in order to gurantee the quality of our
products which includes sample assessments, reviews of delivery
inspection records and third party’s laboratory report of the suppliers’
products.

RIEZEREFREANEERmtENEER

The number of suppliers used in the operation areas

B,
Operation Areas

& = el EHR K F o
Hong Kong Beijing Hangzhou Kunming Tianjin Total
ch & Ay it
Mainland China 0 50 156 122 21 349
& 58 0 0 0 0 53
HEEHE Hong Kong
Supplier Region g
iy 0 0 0 1 2 3
Taiwan
#ast
T 58 50 156 123 23 410
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4.2

Product Liability

FDG Group puts great emphasis on product liability. We have established
relevant management policies which cover product quality guarantee,
product safety, fair advertising and after-sale service in order to ensure
relevant measures comply with the laws and regulations.

Quality Control of Products

With respect to quality assurance, our production base in Hangzhou has
established Quality Agreement on parts and components. The “three
guarantees” policy is carried out to provide guaranteed repair, guaranteed
replacement and guaranteed return of major parts in order to improve the
after-sale services.

Product Safety

With respect to product safety, production base in Hangzhou has obtained
China Compulsory Certification and established a comprehensive system for
quality assurance with professional quality inspection lines to ensure
product quality.

Sales and Customer Service

With respect to fair advertising, our production base in Kunming requires
that employees of sales department must provide our customer with
accurate and true information on our products and services. Hotline service
is also available for customers’ enquiries on product details in order to
provide better before-and-after-sale services.

Repair and Maintenance

Telephone hotlines and e-mail are available for customers’ enquiries about
repair and maintenance. We will evaluate whether return of goods is needed
based on the information from customers and all returned products are
recorded and examined in order to identify the cause of the problem such
that improvement and verification can be formulated. Thereafter, a detailed
reply will be sent to customers.

Customer Satisfaction

We attach enormous significance to customer satisfaction and regard
customers’ feedback as the motivation for advancement and innovation. Any
complaint to our operation sites will be recorded and dealt with immediately.
During the year, the Group has not received any customers’ complaints.
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4.3

Anti-corruption

FDG Group pays high attention to building anti-corruption. Control and
anti-corruption systems are established in accordance with our business nature and
practical situation. Usual corruption vulnerability is emphasised to the employees of
the relevant departments which inspection is strengthened. On the other hand,
concept of probity and righteousness are inculcated to the employees in order to
prevent corruption behavior who are required to comply the relevant laws and
regulations in Hong Kong and mainland China.

Our vehicle design centre in Beijing has implemented policies such as “Regulations
on Honest Business” and related management measures with an aim to striking
corruption from its root. With respect to corporate governance, our production base
in Kunming has its own independent internal audit committee and supervisors who
are responsible for whistle blowing. The Group requires employees to strictly
conform to code of business ethics and put any corruption bribe behaviour to an end
as stipulated in the employment contracts. In the cases of conflict of interest, it must
be reported to the human resources department. Anti-corruption trainings are
provided to senior management and purchasing department which are facing higher
risks in conflict of interest. Public tendering will be made for any project in larger sum
of amount where at least three suppliers are invited for tender. Service contracts in
different amount are required to be examined and approved by different
management. The FDG Group raises employees’ anti-corruption awareness by
multiple measures, and jointly with them maintains a healthy, fair, and transparent
business environment.
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Future Plan:
Recycle & Reuse of Batteries

According to the estimations of institutions with authority, the demand
for power lithium batteries will reach 125 Gwh in the year 2020, with the
scrapped amount at 32.2 Gwh which is approximately 500,000 tonnes. In
the year 2023, the scrapped amount will reach 101 Gwh which is
approximately 1.16 million tonnes. Large scale re-collection and reuse of
lithium batteries will be the main task of China and the related
corporations in order to prevent wastage of resources and environmental
pollution.

Green Life Management of
Lithium Battery

In future, FDG Group will apply a green management system over the
lifecycle of the vehicle power lithium batteries. A comprehensive
systematic management process will be set up for every lithium battery
used in FDG’s electric vehicles from their production, utilisation,
scrapping, decomposition and re-utilisation. The electric vehicle power
lithium batteries will go through a green management process which
means that they will be used for various purposes in different stages.
When the power lithium batteries cannot be further used in electric
vehicles, they will then be re-used in other areas such as power storage,
base stations for power supply, street lights, or low-speed electric
vehicles until they enter into the professional re-collection system. The
green management process over the lifecycle of the lithium batteries
lengthens the effectiveness of the batteries, reduces the use of rare
metal, and contributes to global energy preservation and emission
reduction. This copes with the original intention of the government to
promote and use electric vehicles and maximize the reduction of
environmental and global effect.
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