How to Attract and Retain Blue Collar
Workers in Guangdong Province
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Market leader in diaphragm carburetors

Vi ZAMK

Strictly confidential

Market shares for handheld engines worldwide

uZAMA

16%

M #1 US competitor
M #1 Chinese competitor

Others

Total market size 2015: ~30.0m pcs

Key Business figures (2016)

Turnover 113 million US$
Growth (5y) 4 % p.a.
Employees 2609

Balance 175 m US$

Equity 82 %

Capacities 15 m carburetors

6 m oil-pumps

500 k solenoid valves

Market shares for handheld engines worldwide

14% B ZAMA

W #1 US competitor
M #1 Chinese competitor

Others

Total market size 2016: ~30.6m pcs




Worldwide Presence ZAMN

ZAMA group |0cations Strictly confidential
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ZAMA Group —a mix of cultures ZAMN
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Nationality of all employees Nationality of managers level 1- 3

12

11
@ China « Japan Hong Kong
@ China « Japan Hong Kong = USA 2 Philippines = Others
= USA 2 Philippines = Others = Germany

Figures from 1/2016



ZAMA China some statistics ZAMN
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ZAMA Group ZAMA China
I Male

Female

63% 57%

Group / China

Age

> 65

60-65
55-59
50-54
45-49
40-44
35-39
30-34
25-29
20-24

2017/11/14 <20 6



ZAMA history ZAMN

ZAMA PRECISION INDUSTRIES (HUIZHOU) FOUNDED

\ e = . =
1 4 ZAMA PRECISION MANUFACTURING PHILIPPINES FOUNDED

PRODUCTION OF FIRST SOLENOID VALVE

20 1 2 PRODUCTION OF FIRST ELECTRONIC CARBURETOR
PRODUCTION OF FIRST OIL PUMP 2003
2000 FOURTH XILI CHINA FACTORY OPENED

THIRD XILI CHINA FACTORY OPENED 1997
1995 SECOND XILI CHINA FACTORY OPENED
THE XILI CHINA FACTORY OPeNeD 1991
1990 USA ZAMA, FRANKLIN, TN USA FACILITY OPENED
PR e ouims | | SaS
1985 IWATE. JAPAN FACTORY OPENED

USA ZAMA, INC. FOUNDED IN UNITED STATES 1981

1975 START OF CARBURETOR PRODUCTION
SHINAGAWA DIECASTING CO. LTD. FOUNDED 1952
IN SHINAGAWA CITY TOKYO, JAPAN
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Strike history ZAMN

Strictly confidential
Vear | buration | rigger __|Demand | Resut
2010 5 days Leasing workers equal pay for Settled by leasing
equal work company
2013 10 days Upcoming moving Compensation Settlement with an
within Shenzhen payment for each extra bonus
service year payment
2015 2 days Introduction of Fixed salary Skip performance
performance related related
remuneration remuneration
2017 14 days Moving to Huizhou See next page See next page
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Strike - history ZAMN

Strictly confidential

Started June 26"
Settled on July 11t

Demand
— Compensation now!
— 2 Month salary for each year of service
— Leave immediately

Leqgal requlation
— 1 Month salary for each service year = N

Offer
— 1 Month plus “every day counts” = 1.1N
—  Work until June 30", 2018

Settlement
— 1.2N for those who leave upon moving or on June 30™, 2018
— 1.1N when leaving immediately

Payment
— CNY 107.6m ~ EUR 13.8m



https://www.google.com.hk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwjCxtjDyYXWAhVPv5QKHWAHD6kQjRwIBw&url=https://www.colourbox.de/vektor/chinesische-zeichen-fur-nachfrage-forderung-anforderung-vektor-10792429&psig=AFQjCNHds-0ooybYPsTPDf6w7qxsYcEeYg&ust=1504409784754422

Moving Benefits - General ZAMN

Strictly confidential
s » Different packages for different level considering

= Key users
= Reduction in volumes

* |ntroducing

= Trusted working time for level 3 managers

» Flexible working times for non production related employees
» Reduced working hours with basically same remuneration for
direct workers to comply with legal overtime requirements

= |n addition

= Shenzhen office facilities for level 3 and 4 to offer social
security coverage in Shenzhen

» Total value of packages
= CNY 10 Mio.



Changes since June 30, 2017 ZAMIN

Blue Collar Workers

Strictly confidential

1,800

Target for 38k/day 1,456

1,600

1,400

1,200 865 158

1,000
”””””” 444

800 -

600 4 1,307

400 -

200 ~

Before Left Left old Hired since Hired and Available |leave when leave at Available
Strike  immediately staff after 2017-06-30 left after |2017/11/08 | moving 2018-06-30 after 2018-
2017-06-30 2017-07-20 2017-06-30 06-30




Background of labor supply ZAMN

Strictly confidential

« China is moving from an era of labor surplus into an era
of labor shortage, especially in the Pearl River Delta
region, a hub for labor-intensive industries

 The number of redundant workers
below the age of 40 in rural areas
IS only about 52 million in
absolute terms, far less than
the estimated 100-150 million
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Background of labor supply ZAMN

Strictly confidential

« The transformation of the population under the family
planning policy and economic and social development is
complete, the country has now entered a period of low
birth and death rates, with a very gradual increase in
population.

Policy changed

in 2017

HES

FAMILY PLANNING
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Background of labor supply ZAMN

Strictly confidential

« The government data proved the slowdown of migrant
worker number.

« Many workers are turning to employment in or close to
their hometown rather than working in distant provinces.

* Young fashion people especially
post-90s prefer to work in the
service/logistics field but not
manufacturing.
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Population statistics ZAMK

- China government authority
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ZAMA Recruitment Channel ZAMN

Strictly confidential

= TV advertisement

= Bus line advertisement

= Spread the flyer in the busy street
» Hiring local people

* [nternal referral

= Ask help from the labour agency
» Vocational training programme

= Campus recruitment



Hiring approaches of ZAMA ZAMN
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Hiring approaches in ZAMA
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Banner in the intersection

Vi ZAMK
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Spread the flyer




Hiring approaches in ZAMA ZAMN

“Internal

— »

Recruitment booth Meeting with school



Blue collar worker retention ZAMN




Blue collar worker retention ZAMN

Strictly confidential

Local labour law compliance

Competitive salary & benefits system
* Annual salary review
= Supplement benefits & bonus
= Kinds of allowance (catering/accommodation...)

Training & promotion opportunity

Company culture



Change in company culture ZAMN

Strictly confidential

Enterprises in the eastern coastal areas are less attractive
than before

« “Although the labor shortage is becoming a serious problem,
labor-intensive manufacturing enterprises are reluctant to
change their traditional way of management, which is usually
characterized by low wages, poor management skills,
repetitive line production work, little opportunity for career
promotion, poor communication, poor public image, unsafe
working environment, and so on. Needless to say, such
enterprises are not attractive to young migrant workers,
considering the economic growth and social development of
China, and the change of mindset and values of young
migrant workers. Some traditional factories may succeed in
employing young workers; but soon they will find they are
facing problems such as high turnover rates.”

2017/11/14 ZAMA Corporation Ltd. all rights reserved 22



Change in company culture ZAMN

Strictly confidential

EMPLOYEE RELATIONSHIP MANAGEMENT TO IMPROVE
WORKERS’ SENSE OF BELONGING

» “Establishing good personal relationships with workers is an
effective practice for worker retention and reducing turnover.
The current labor shortage has reminded business owners
that workers are not tools for making profit, but rather
Important resources that need to be cultivated, developed and
well-utilized. A good management-employee relationship
helps shorten the distance between management and
workers. It can enhance workers' sense of belonging and
reduce the turnover rate. Employee relationship management
may include employment contracts, claims systems, labor
dispute processes, worker assistance plans, awards and
incentives, satisfaction surveys, and feedback.”
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Change in company culture ZAMN

Strictly confidential

« Some factories achieved good results by
iIncreasing workers' wages and implementing
a series of policies for attracting and retaining
workers. Such practices include: incentives
for returning after the Spring Festival, free
travel tickets for returning, "couple rooms" for
married workers, better food, lower dormitory
fees, reduced costs of physical examinations,
awards for long service and above-quota
oroduction, extra allowance for technical
workers, opportunities for promotion, and
petter logistics services.
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Change in company culture ZAMN

Strictly confidential

« Some factories have established effective claims
systems that provide feedback and respond to
workers' opinions and suggestions. By doing so,
management has won the trust of workers and
built a good corporate image. Some factories
Implemented workers' assistance plans or
established consulting rooms that can provide
psychological support to help with problems or
difficulties employees face in their work or social
lives. Such practices enhance workers’ sense of
belonging, improve a factory’s reputation, reduce
turnover rates, and build a more stable workforce.
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President — Workers - Council ZAMN

Strictly confidential

- -

- b\
- [

F
[ .
i\)j
%
7 .
- &
4 ¥ i
5 i : 3
& s
" .

2017/11/14 ZAMA Corporation Ltd. all rights reserved 26



Employee Representative Meeting ZAMN
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Training in ZAMA ZAMN




Dragon boat race
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English salon

Vi ZAMK




Annual party ZAMN




Football club ZAMN
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Taekwondo
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Badminton club ZAMN
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Vi ZAMK

hank you for your attention

ﬁﬁ%%

ZAMA not just carburetors
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