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Environment Social

Environmental Footprint Community Relations Employee Relations

= Climate change, GHG s Human rights abuses and = Forced labor = Corruption, bribery,
emissions, and global corporate complicity « Child labor extortion, money
B : = Impacts on communities « Freedom of association ookl

= Local pnllut;nn « Local participation issues and collective bargaining " f‘s’;ﬁf::i“ compansation

= |mpacts on landscape . ELCTRN G s T
Et'l.'?s orme s e « Social discrimination = Discrimination in employment « Misieading communication
biodiversity = Occupational health s Fraud

and safely issues

= Overuse and wasling
= Poor employment conditions

of resources
= Waste issues
= Animal mistreatment

= Tax evasion
Tax optimization
= Anti-competitive practices

Cross-cutting Issues = Products (health and environmental issues) = Violation of national legislation
= Controversial products and services = Supply chain issues = Violation of international standards
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Panel A. BYD

April 28, 2014 BTR Battery Materials Ltd’s graphite plant has been linked to water and air pollution
in Jix1 city, Heilongjiang Province. BYD is a major client of this company.

September 30, 2016 BYD Auto recalls 759 vehicles in China due to faulty Takata-supplied airbags.

September 13, 2016 Chinese Finance Ministry released a list of five companies, one of which is
BYD, that had severely defrauded the Chinese government of subsidies for clean energy vehicles.

April 13, 2016 Auto dealer accuses BYD Auto of defrauding Chinese government subsidy program
for electric vehicles.

November 17, 2019 BYD, Zotye, and other carmakers identified as having bribed convicted former
official of Shanghai EV Public Data Collection.
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SINO coverage MSCI coverage Both coverage
Year # of firm- # of firms # of firm- # of firms # of firm- # of firms

ratings ratings ratings
2009 6,337 1,628 8 8 10 5
2010 7,302 1,948 1> 15 16 8
2011 8,630 2.257 6 6 6 3
2012 9,528 2,449 71 58 86 34
2013 9,801 2,451 63 56 50 25
2014 10,048 2,546 65 60 96 46
2015 10,814 2,769 74 T2 112 54
2016 11,453 2,946 81 79 102 51
2017 12,980 3,401 86 85 116 57
2018 14,078 3,556 614 509 1,048 461
2019 14,579 3712 2 ) 506 680 337
2020 15.590 4.080 736 357 1.094 446
Total 131,140 33,743 2,336 2,011 3,416 1,527
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Industry # of firm-ratings # of firms
Agriculture, forestry & fishing 34 16
Mining 176 82

| Manufacturing 1,632 743 |
Utilities 120 50
Construction 110 48
Wholesale trade 128 59
Transportation 178 79
Accommodation and food services 12 5
Information & Technology 202 91

| Financial 518 214 |
Real estate 166 81
Leasing and business services 36 16
Scientific research and tech services . 5
Water conservancy, environment, and public facilities management 14 6
Education 2 |
Health and social work 20 8
Culture, sports and entertainment 46 20
Conglomerates 10 5

Total 3,416 1,527
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O mrnumit:

MSCHEHIES o, EFRFERNGINNFEEIWESGRIVTFER IR ;
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Variable N Mean Ql Median Q3 Std. Dev.
ESG Issues 3,416 3.379 0 0 3 8.151

E Issues 3,416 0.475 0 0 0 1.574

S Issues 3,416 0.663 0 0 0 1.882

G Issues 3,416 0.951 0 0 1 253)
Rating 3.416 62.755 36.852 36.852 91.813 27.911

SINO rating 1,708 89.638 85.176 85.176 93.834 5.530

MSCI rating 1,708 35.872 29.732 20.732 42.091 9.041
LnMV 3,416 24312 23.631 23.631 24.883 1.111
MTB 3,416 2.885 0.919 0.919 3.199 3.586
ROA 3,416 0.052 0.015 0.015 0.081 0.063
Leverage 3,416 0.394 0.217 0.217 0.571 0.241
Capex/PPE 3,416 0.218 0.068 0.068 0.245 0.311
SG&A/Sales 3,416 0.112 0.034 0.034 0.143 0.121
R&D/Sales 3,416 0.034 0.001 0.001 0.044 0.050
Relational 3,416 0.461 0.000 0.000 1.000 0.499
PConnected 3,416 0.287 0.000 0.000 1.000 0.452
Inst. ownership 3,416 0.121 0.035 0.035 0.172 0.118

ESG report 3,416 0.778 1.000 1.000 1.000 0.416
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ESG Issues;,; — a + [1ESG Rating,; + Controls; + Year FE + Firm FE + ¢&,.

Dep. Var. = ESG Issues:+;

Rating = Rating = Rating = Rating = Rating = Rating =
Variable SINO rating MSCI rating SINO rating STD  MSCI rating STD  SINO rating MSCI rating
(OLS) (OLS) (OLS) (OLS) (Poisson) (Poisson)
Rating -0.177%* -0.033 -0.944** -0.087 -0.031%** -0.006
(0.070) (0.050) (0.386) (0.398) (0.010) (0.009)
Diff. in Rating Coef. -0.144%**
p-value of diff. 0.040
LnMV 0.891%* 0.697 0.907* 0.725 0.153%* 0.122
(0.480) (0.494) (0.482) (0.497) (0.093) (0.079)
MIB -0.161%* -0.158% -0.160%* -0.159%* -0.050 -0.062
(0.079) (0.083) (0.080) (0.082) (0.062) (0.060)
ROA -1.188 -2.147 -1.274 -2.054 0.725 0.243
(4.350) (4.943) (4.349) (4.910) (1.921) (2.132)
Leverage 2.140 2.657 2.225 2.664 0.327 0.640
(2.133) (2.296) (2.132) (2.302) (0.781) (0.825)
Capex/PPE 0.801 0.755 0.779 0.756 0.385 0.349
(0.919) (0.889) (0.921) (0.887) (0.407) (0.405)
S&A/Sales -3.219 -1.900 -3.296 -1.728 -0.482 0.203
(2.864) (2.983) (2.891) (2.933) (1.770) (1.939)
R&D/Sales 9:533 8.561 9.207 8.652 7.536 7.309
(11.577) (11.918) (11.546) (11.908) (6.964) (7.200)
Year FE Yes Yes Yes Yes Yes Yes
Firm FE Yes Yes Yes Yes Yes Yes
N 1,708 1,708 1,708 1,708 1,708 1,708
Adj. R? (Pseudo R?) 0.746 0.739 0.746 0.738 (0.787) (0.782)
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RNBRERAEE——AHA?
Dep. Var. = E Issues;+: Dep. Var. = S Issues;+; Dep. Var. = G Issuesi+;
Variable Rating = Rating = Rating = Rating = Rating = Rating =
SINO rating MSCI rating SINO rating MSCI rating SINO rating MSCI rating
Rating -0.016 -0.008 -0.044%* -0.010 -0.053** -0.006
(0.011) (0.011) (0.018) (0.013) (0.024) (0.013)

Diff. in Rating Coef. -0.008 -0.034%** -0.047*
p-value of diff. 0.542 0.026 0.067
Controls Yes Yes Yes Xes Yes Yes
Year FE Yes Yes Yes Yes YER Yes
Firm FE Yes Yes Yes Yes Yes Yes
N 1,708 1,708 1,708 1,708 1,708 1,708
Adj. R? 0.732 0.720 0.668 0.665 0.637 0.633
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Dep. Var. = Violation of national

Dep. Var. = Corruption, bribery,

Dep. Var. = Poor employment

Variable legislation extortion and money laundering conditions
Rating = Rating = Rating = Rating = Rating = Rating =
SINO rating MSCI rating SINO rating MSCI rating SINO rating MSCI rating
Rating -0.074%** 0.001 -0.038%** -0.005 -0.014%%* -0.000
(0.027) (0.017) (0.010) (0.008) (0.004) (0.003)
Diff. in Rating Coef. -0.073%** -0.033%** -0.014%*
p-value of diff. 0.009 0.010 0.013
Controls Yes Yes Yes Xes Yes Yes
Firm FE Yes Yes ¥es Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
N 1,708 1,708 1,708 1,708 1,708 1,708
Adj. R? 0.580 0.579 0.609 0.611 0.291 0.254
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SEREE——XBXSMBARE, SHEMNFRETNESGEE £ EE S

Subsample of Relational = 1
Dep. Var. = ESG Issues;+;

Subsample of PConnected = 1
Dep. Var. = ESG Issues;+;

Variable
Rating = Rating = Rating = Rating =
SINO rating MSCI rating SINO rating MSCI rating
Rating -0.465%** -0.051 -0.756** -0.290
(0.171) (0.082) (0.300) (0.249)
Diff. in Rating Coef. -0.414%%%* -0.466**
p-value of diff. 0.009 0.023
Controls e ¥es ¥eu Yes
Year FE e ¥es Xes Yes
Firm FE Yes Yes Yes Yes
N 788 788 490 490
Adj. R? 0.723 0.713 0.652 0.628
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Subsample of ESG report =1
Dep. Var. = ESG Issues;+;

Subsample of ESG report =0
Dep. Var. = ESG Issues;y;

Variable
Rating = Rating = Rating = Rating =
SINO rating MSCI rating SINO rating MSCI rating
Rating -0.287** -0.053 -0.017 0.034
(0.124) (0.067) (0.048) (0.046)
Diff. in Rating Coef. -0.234** -0.051
p-value of diff. 0.021 0418
Controls Yes Yes Yes Yes
Year FE Yes Yeés ¥es Yes
Firm FE Yes Yés ¥es Yes
N 1,328 1,328 378 378
Adj. R? 0.694 0.692 0.921 0.925
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A+H share firms A share only firms
) Dep. Var. = ESG Issues;+; Dep. Var. = ESG Issues:+;
Variable
Rating = Rating = Rating = Rating =
SINO rating MSCI rating SINO rating MSCI rating
Rating -0.629%* -0.193 -0.068 0.014
(0.286) (0.234) (0.044) (0.021)
Diff. in Rating Coef. -0.436%* -0.082%*
p-value of diff. 0.037 0.074
Controls Yes Yes Xes Yes
Year FE Yes Yes Kes Yes
Firm FE Yes Yes Yes Yes
N 400 400 1,308 1,308
Adj. R? 0.684 0.674 0.765 0.763
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O wunszsuasz:
KR ATNREESNNFERNAT —— ESWINEEE, ESGEDTE

S ENIERR
Variable Dep. Var. = Rating Diff Dep. Var. = Rating STD Diff
LnMV 0.388 0.082*
(0.350) (0.043)
MTB -0.277** -0.04 1 %**
(0.108) (0.014)
RKUA T1:32 1.854%%
(7.075) (0.907)
Leverage 3.634 0.343
(2.277) (0.283)
Capex/PPE -1.680* -0.239%*
(0.856) (0.126)
S&A4/Sales -3.709 -0.340
(2.850) (0.375)
R&D/Sales -10.299 -1.022
(9.101) (1.117)
Hshare -1.553 -0.141
(1.200) (0.150)
Inst. ownership =12.333% %% =1.729%%%

(2.696) (0.350)
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HEMXEASHAHRMESGERENRATIEREREKX;

HIAEAERSFRERHK?

Relational 1.421* 0.171*
(0.768) (0.095)
PConnected -0.790 -0.109
(0.664) (0.084)
Mkt. index 1.92]%%* 0. 28T
(0.565) (0.073)
ESG Report 5. 28 1% 1.087%%**
(0.793) (0.100)
Year FE Yes Yes
Industry FE Yes Yes
N 1,708 1,708
Adj. R® 0.271 0.286
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EENNESGIFRIMEIREMEA "t1e" HEABEXMEIEEIE (Chatterji et al. 2016)
56 %XMERREFEFTES, 38%KRIBFEFEXN, 6%FKIFEFINE (Berg et al. 2022)

ESGIEZEMS, ESGIERIBHNERMA (Christensen et al. 2022)
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(Lennox and Wu 2022)

O XFARNREENRZTRIESEREADRBBRAEGET EANE
(Piotroski and Wong 2012)

O IMAXZMELXZZWAENMESMIEMSE1TH (Hanlon et al. 2022)
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