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Author: Anzlyst name | Date: 2019/12/2%

Surmmary of key E3G isswes:
We believe the company has Medium-high risk [4) on ESG respect and we a 10%

discount to its foir value.

ESG related investment risk analysis-

Envirgnmental risk is comporatively more relevant for hordware and semiconductor

companies because they carry significant risk opsure to water and waste

management. Higher operating costs and copital expenditures to deal with
hozardous waste, as well g5 poor manogement of waste disposal can also put

companies at @ higher risk of requigtory fines.
Technology Hardware gnd semiconductor companies are exposed to environmental

risks related to sourcing minerals such os tin, tamtalum, tungsten, gold, and cobalt,
which are materigls used in electronic eguipment.
The high turnover rote for electronic eguipment fueled by innovation and fashion

trends has cregted an ever-growing challenge of how to deal with the end-of-life
product disposal. Robust praduct lifecycle management programs can help companies

mitigate increased regulatory costs, 2s well 25 realize cost savings by recavering
precious and rare earth metals by recycling electronic eguipment.

At the sector level, certain companies have 3 dual-class ownership structure that favors
founders with super voting power and antitrust disputes. Founder-led companies with
super voting power czn reduce the bosrd's effectivensass; however, it isn't necessarily a
wieakness beczuse in many instances founder-led companies have beemn sble to pursus
longer-term growth objectives by prioritizing corporate culture and product
innowvations rather than short-term shareholder rermmuneration. Companies must ensure
that they take steps to manage their key-person risk when the founder's presence,
absence, or behavior hinders the company's performance. 5ome technology companies
alzo have excessive executive compensation practices to ensure that incentives are
wizll sligned with corporate strategy and do not encoursge unnecessary risk-taking.

#
Even the company involved many semiconductor chemical processes which cam be
highly polluted; alzo, the company’s communication to investors about its ESG progress
could be weak due to small scale; howewver,

The company's IR released financizl data and outlaok in quarterly investor
conference call and is not difficult to access.

The company also released environmental szfety and health policy to make the best use
af resources, saving energy and reducing waste, and to reduce the impact of pollution
for the environment. To respect the life, risk management and contral, and to reduce
the impact of hazards for staffs. To keep improving regulatory compliance, and to mest



the Environmentzl Safety and Health Policy driven. To strengthen the sdvocacy,
prevention of pollution, and to the implementation of the management system
performs. To implement training, observe safety, and to develop the culture of health
and safety workplace. The full participation, sustainzable development, to achieve the
environmental, safety and economic three wins goal. .

- Alzo, about hazardous substances: the company supplied customers satisfactory
products that are in accordance with HSF regulation. Obey regulstions and activeby
participate in pollution prevention. Continuous effort to reduce usage in hazardous
substances to achisve environmental protection. Full participstion from company staffs
a5 well a5 the vendors to elevate swereness in HiF. .

- 1

1
Conclusion: .,
1

- Ovarall_we belicve the company has Medium-high risk (4) on ESG respect and we apply

10% discount to its foir value.




hud

N

+

\)‘_

SEHY BARRFT AP OI BARE o AR 2 PR
PR R TR T e R e

7 % ESG Case Study % & :

Awuthor: &nzlyst name- Date: Dec 27" 2019

Surnmary of key ESG issues:,

Medium risk.,

Key ESG issues identified include dota privacy, carbon footprint, and humaon cagital. .
The high risk assigned by third party ESG research provider is mainly due to the
company’s poor disclosure. However, the company mests government standards and we
do not think there is material impact to its financials.

We do not assign a discount to our valuation based on thers is no materizl impact from
the rizk highlizhted. .

...

ESG related investment risk analysis-

-Environmental .

Given the nature of ecommerce business where millions of packages are generated for
delivery on its shopping platform, the company has significant envircnmental effect of paper

packaging, 25 well 35 the carbon footprint of transport systems in logistics. .

The company has introduced 100% recycled eco-friendly cartons in July 2015, The 31
different sizes zllow the company to s3ve on packaging materizl. The recycled pulp material
has = higher density which strengthens the surface and allows it to be used multiple times. .

The company has replaced 30% of its warehouse lighting to LED to be more energy efficient.
Its new initiatives are estimated to lower its carbon emission per packzge by ~11%. The
company has set a long-term target to lower itz carbon emission by 1.24mn tons, equivalent

to saving 3.37mn trees from being cut by 2022,
-Social .,

One of the major risks includes data privacy and security. The company processes a large
amaount of personally identifiable information in itz day to day operations. It heavily relies on
datz analytics to improve customers’ online experience for more precise marketing. The

company controls data access within its platforms and does not allow cross sell across
platforms (gg, B2C and CIC platform sgg).

The company has a MIS team dedicated to help its suppliers that are affected by Trojan virus

2nd may expose its user information. .

Human capitzl is a potentizl risk for the company as high turnowver can impose employee
replacemsant costs, including HR activities and training. The company has allocated resources
to promaote training and improve employee benefits. The total hours of training fulfilled
reached 3,486 hours in 2018, As disclosed in its 2018 annual report, the company has a total
of 1,916 employees as of Dec 2018 end. Itz average years of service has improved to 4.12

years (vz. 3.56 years in 2017). .



-Governance:
The Board of Director consists of 3 directors {including 2 independent directors).

Conclusion:

We acknowledge the rizks highlighted by third party E5G research providers on poor
company disclosure. However, the company meets all government regulations an
disclozures including quarterly financials/monthly revenue. We do not think this will impose
any financial impact and rate the company a5 Medium risk. We do not assign a discount to
our valuation as there is no material impact from the risk highlightad.

-Governance: The weak management score is mainly dus to poor company disclosure.
Howwewer, there has not been any E5G-relzted controversies. The company has set up a
spokesperson and o deputy spokesperson system o ensure it con disclose information that

may affect shoreholders’ decision making in a timely manner. There gre investor relotions
and shareholder service departments dedicated to hondle shareholders inguiries. We howe

reguested for betier occess to senior management in the past gnd hove been seeing an
improvement.

Follow-up points: As mentioned gbove, we see gn improvement in the compony’s
transparency, ond we continue to encourage the company to improve its overall company
disclosure issuance of ESG report] as we believe it is in the best interest of the
company as well os shareholders. We will continue to follow-up and monitor the progress

of the company's disclosure.
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Overview Statistics for Invesco Shareholder proposals 9 of meetings voted against management by category (%)
% voted for

# of meetings voted
Number of unique meetings only 9 854
r

Meetings voted

Board diversity Gender pay gap

Directors Related
Non-Salary Compensation
Capitalization
Routine/Business
Reorganizations & Mergers
M Ant-takeover related
Preferred/Bondholider

43%

Against management With management Environmental Report on
& community impacts climate change

I ——
Vating by region Other 2019 Invesco Voting Statistics

United States
Asia Pacific
(ex Japan)
Europe,
Middle East,
Africa (ex-UK)
Americas (ex-US)
Japan

B United Kingdom

41% 52.6%

Voted for Of proxy contests
compensation related where Invesco supported
Voted in 75 markets shareholder proposals the dissident
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