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Through our products, practices and people, Eaton is global reporting by adding country-specific information

helping to create a more sustainable world. and updates on our ongoing commitment to local
stakeholders. We hope you find the report informative

We strive to operate responsibly and transparently and constructive and would very much appreciate any

in all of our business practices and activities, setting feedback you can provide to assist us in developing future

measurable objectives and sharing our progress in our reports.

annual report, on our sustainability website, and in other

media. The report is printed in English and Chinese. Both versions

can be downloaded from our China website.
Since 2008, we have published an annual China-specific
sustainability report. This report supplements Eaton's http://www.eaton.com.cn/EatonCN/index.htm
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A Commitment to Sustainability, Inside and Out.
Built to last - That is the dream of every business entrepreneur.

In 2011 Eaton celebrated its 100th anniversary of providing
customers, in more than 150 countries around the world, with
innovative and sustainable products and systems. Beginning as

a small business in 1911, Eaton has evolved into a global power
management company. More importantly, it has evolved into a
company that is supporting its customers in meeting increasingly
prevalent and demanding sustainability objectives throughout China
and the world.

There is an ancient Chinese saying: “If one is honest in the heart,

the appearance will show it.” Meaning, our inner thoughts drive our
external behavior. The same is true for corporations. For more than

a century, benefiting from our founder's original vision and values,
Eaton has helped customers meet the challenge of ever-increasing
costs of energy by developing new ways to use power more
efficiently, reliably, safely and sustainably. At Eaton, we maintain a
commitment to sustainability, both internally throughout all aspects of
our operations and externally through the products we manufacture
and sell in China and around the world.

For Eaton, “Doing Business Right” has been central to our vision

and our work for years. Through the manner in which we conduct

our own internal operations and the advanced technologies, products
and services that we provide to our customers, we have integrated
sustainability into the fabric of our business, helping to create a
greener, safer and healthier world for people today and into the future.

In 2011, we improved our sustainability performance and launched
new initiatives to protect the environment, promote the well-being
of our people, enhance the communities in which we operate and
maintain the highest standard of ethics.

Today, China has emerged as a new leader in the global sustainability
movement. Clean technologies, renewable resources, energy
efficiency, reduction and re-use are all top priorities for the Chinese
government and business. China has experienced remarkable
development over the past two decades and Eaton, as a foreign
enterprise, is deeply honored to witness this rapid growth and, more
importantly, has become an integrated power management solutions
provider supporting infrastructure development across the country.

We look forward to hearing your voice and feedback. Together we
will build a more sustainable future in China.

Erbing Shang
China President, Eaton Corporation
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PROTECTING

ENVIRONMENT,

OUR PEOPLE AND

Sustainability isn't just an admirable “add-on” any
longer; it is a business priority. That is especially
true for Eaton, since our customers depend on us
for safe, reliable, efficient and sustainable power
management solutions. So the better we become
at helping our customers solve their toughest
sustainability challenges, the more our business
can grow. And the more our business grows, the
more we can help our customers — and the world
— meet ever-tougher global challenges.

During 2011, while Eaton was driving sustainability
innovation for our customers, we were also
making progress toward the internal metrics we
use to evaluate our own activities — including our
impact on the environment, the health and safety
of our people, and our commitment to build better
workplaces and communities. We are proud that
other respected and objective organizations are
recognizing our ongoing efforts both in China and
globally.

e Corporate Responsibility magazine named
Eaton to its list of “100 Best Corporate
Citizens" for the fourth straight year.

e Ethisphere Institute named Eaton one of the
“World's Most Ethical Companies” for the fifth
straight year.

e \We earned five recognitions for corporate
citizenship and sustainability in China, including
the “Excellent Corporate Citizen in China”
award from the China Corporate Citizenship
Committee for the third consecutive year.
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Environment, Health and Safety
Performance

To unify our diverse operations behind common sustainability
standards and practices, we created the MESH (Management System
of Environment, Security, Safety and Health) program in 2005. Two
years later, we added MESH to the Eaton Business System — our
integrated business operating system — with a goal of achieving
world-class environment, health and safety (EHS) performance. As a
result, high standards are consistently and uniformly applied at all our
plants in China.

During 2011, we continued to advance toward that goal:

e |n China, we decreased our greenhouse gas (GHG) emissions
by 13.0 percent, indexed to sales. Applying the same measure,
we've reduced our GHG emissions by 23 percent since 2006,
exceeding our Business Roundtable goal of lowering GHG
emissions by 18 percent by 2012 — a year ahead of schedule.
We achieved an absolute reduction of 20 percent over the same
time.

e \We reduced our waste generation by 32.8 percent and reduced
water consumption by 5.2 percent. Both measures are indexed to
sales.

e \We improved our Total Recordable Case Rate (workplace
accidents) by nearly 13 percent. We also improved our Days Away
Case Rate (DACR) by approximately eight percent.

In addition, Eaton also launched measures to build a

green supply chain. In 2011our efforts included:

e Updated the Eaton Supplier Code of Conduct and added
requirements in line with Electric Industry Citizenship Coalition
(EICC).

e Required our suppliers to implement carbon discharge disclosure
program and use it as a criterion for supplier evaluation and
selection.

e |[nitiated a new program to work with suppliers to reduce the use
of virgin polystyrene and polyethylene packaging.

e \Worked to optimize our supply chain management and the
reduction of transportation mileage.



At Eaton, we care as much about how things get done as what
gets done. We believe that high performance is only truly achieved
by “Doing Business Right" and that principle is fundamental to our
workplace and culture.

In 2011, we refreshed our values and philosophy by strengthening
our commitment to the highest ethical standards, improving the
environment, and promoting the well-being of our employees and
communities. This ongoing effort is now every Eaton employee’s
responsibility.

Employees can also turn to our Office of the Ombuds, an
independent, neutral and confidential resource for identifying and
resolving work-related issues and problems. In 2011 the Eaton Office
of the Ombuds handled 600 employee enquiries across the Asia
Pacific region.

Among the many ways in which we are working to improve our
operations is our commitment to maintain a constant dialogue with all
our stakeholders — both internal and outside the company. As a result,
we expanded our Eaton University learning management system

to plant floor locations for the first time, giving more people access
to our knowledge-sharing tools. We also piloted new “coaching”
programs and expanded our leadership curriculum—including our
“Future Leader Zone" to help develop the skills and expected
competencies of top talent. More than 160 training classes were
organized in 2011, reaching almost 10,000 Eaton employees, and 479
courses were also offered online through the Eaton University China
“Campus”.

In 2011, Eaton China expanded its university recruitment program by
hosting talent fairs at well-known universities in China and we also
employed new social media channels to promote the Eaton brand
and attract China’s best and brightest.

At Eaton, community involvement goes far beyond mere goodwill.
It is essential to building thriving and sustainable businesses. That's
why we work hard to become an integral part of the communities
in which we live and work. Every community has different needs.
Our local managers and employees help make decisions on which
programs deserve support in their own communities. This approach
inspires greater employee participation and volunteerism, because
our people can directly see — and take pride in — the results of their
own decisions and actions.

Sherry Gong, an Eaton employee from the Electrical business in
Shenzhen, was the recipient of the 2011 Eaton Stover Volunteerism
Award. Sherry stood out in her volunteer work including the Caring of
War Veterans and Bringing Missing Children Home, in which she not
only made financial contributions but also spent personal time and
efforts.

Since 2006, Eaton initiated a “Powering Communities Grant” to
benefit Shanghai Normal University (SNU) in its Midwest Education
Development Program, which supports basic education in China's
underdeveloped Midwestern regions. In 2011, Eaton China donated
RMB160,000 to ensure the continuity and effectiveness of this great
educational undertaking. So far, Eaton has contributed nearly RMB 1.5
million to this program.

Shanghai Normal University is the designated high school that
participates in supporting the Midwest education initiatives

by Shanghai municipal government. The Midwest Education
Development Program includes a training program for primary and
middle school teachers from the Midwestern areas, short-term
teaching programs in the schools for students and teachers of
Shanghai Normal University, and donation of books and equipment to
the schools.

e |n March 2011, more than 30 Eaton employees participated in a
tree planting event to improve the environment in south Shanghai.
The venue site was a green area earmarked by Green Commuting
campaign organized during Shanghai World Expo in 2010, a world
event to mark sustainability in urban environment.

e In October, when Eaton officially coommemorated the company’s
100th anniversary, over 150 Eaton volunteers in Shanghai
celebrated the company’s birthday by participating in a charity
race which benefited Right to Play, a children’s welfare non-profit
organization.

e FEaton volunteers also worked on a community outreach program
called “Happy Dream”, during which they came to Lianhe
Kindergarten in Shanghai to help the kids make better sleeping
beds and furniture and improve their overall living and studying
environment.

e |In November 2011, Eaton volunteers including Curt Hutchins,
President of Asia Pacific, visited Shanghai Children’s Museum
and Shanghai Pingji Primary School to interact with students
in support of their “Olympic Games to Fight against Carbon
Emission” which included daily tips on energy saving, waste
recycling and green commuting.
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POWERING

URBANIZATION

More than half of China’s 1.3 billion people
currently live in cities, and it is predicted that the
country's urbanization rate will reach 80 per cent
by 2050. The country’s trend toward urbanization
has been both remarkable and challenging.
Remarkable, for the sheer speed at which it has
occurred, and challenging for the many problems
that are accompanying it: rising energy demand and
power shortage; climate change and environmental
pollution; and, inadequacy of municipal and social
services, to name just a few.

China's leaders are addressing this urbanization
trend by setting goals for its cities in its latest
five-year plan, which emphasizes “development”
rather than “growth” of the economy. This is an
indication of the country’s leadership’s growing
focus on sustainability. The country has set a target
to cut its energy intensity (the amount of energy
consumed for each unit of GDP) by 16 percent and
reduce its carbon intensity (the amount of carbon
emitted for each unit of GDP) by 17 percent from
2011 to 2015. By 2020, China intends to reduce its
carbon intensity by 40%-45% compared with 2005
levels.

As one of the key multi-national companies actively
involved in supporting China’s infrastructure
development, Eaton is uniguely positioned to help
China achieve its goals related to the sustainable
urbanization mega trend, through its world-leading
power management technologies which are well
adapted to meet local needs.
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Energy Evolution: Achieving
Sustainable Urbanization

On June 9, 2011, Eaton organized the “Energy Evolution: Achieving
Sustainable Urbanization in China” symposium in Beijing to promote
dialogue and information exchange on green transportation,
alternative energy and energy efficiency topics among business,
public-sector and academic leaders — all focused on addressing the
country’s significant energy challenges.

Zhai Qi, Executive Secretary-General, China Business Council for
Sustainable Development (CBCSD), was joined by officials, experts
and executives from the Ministry of Science and Technology, Beijing
Institute of Technology, State Grid Energy Research Institute, Eaton,
AECOM and IBM to present on specific subjects relative to smart
transportation, new energy transportation technologies, and smart
grid and other infrastructure development for electric vehicles.

This was the fourth time Eaton has hosted the sustainability
symposium in China since 2008, reflecting the company’s ongoing
commitment to creating an enduring culture of sustainability.

Green Transportation: Putting
Power to Work from the Grid to the
Vehicle

Eaton is a global leader in green transportation. The company's hybrid
power systems enable buses, delivery trucks, utility trucks and many other
commercial vehicles to operate more cleanly and efficiently, including
Chinese companies such as Foton, YoungMan, Yutong and Zhongtong.

In 2011, more than 5,500 of our hybrid electric and hybrid hydraulic
systems were on the road, accumulating an estimated 200 million
miles of service, reducing diesel fuel consumption by eight million
gallons and eliminating 80,000 metric tons of harmful emissions from
the environment. In China, Eaton hybrid systems now have achieved
over 200 million kilometers of service so far.

In April 2011, during the 14th Shanghai International Automobile Industry
Exhibition (Auto Shanghai 2011), Eaton’s Vehicle Group showcased its
industry-leading UltraShift PLUS Automated Manual Transmission (AMT),



Twin Vortices Series supercharger (TVS®) and hybrid power systems,
under the theme of “innovation for sustainability”.

Eaton's combined expertise in electronic, hydraulic, fuel and electrical
systems is also helping make air transportation more efficient and
environmentally responsible, by addressing the industry’'s demand to
reduce aircraft weight, improve fuel economy, enhance reliability and
improve safety.

In April 2011, we launched Eaton SAMC (Shanghai Aircraft Conveyance
System Co. Ltd.), a joint venture with Shanghai Aircraft Manufacturing
Co. Ltd. (SAMC), a subsidiary of Commercial Aircraft Corporation of
China (COMAC). As one of the joint ventures being formed to support
the C919 program, China'’s big airplane dream, the Eaton-SAMC joint
venture is the first for the COMAC enterprise with a foreign company,
as well as the first to receive a business license. The joint venture will
focus on the design, development, manufacture and support of energy
efficient fuel and hydraulic conveyance systems.

Meanwhile, Eaton is working with its partners to accelerate the
deployment of electric vehicles in cities across China. Bringing
together the leading experts in city planning and smart grid
infrastructures with Eaton'’s hybrid and electric vehicle technology
will offer energy saving solutions to cities wishing to accelerate the
adoption of clean energy vehicles and has the potential to rapidly
advance the adoption of new technology in China,

Energy Efficiency: More Power, Less
Energy

Although China now leads the world in power generation, it is also
the world's largest power consumer and the country is plagued

by severe power shortage problems in big cities especially during

the summer peak season. The government wants energy-efficient
buildings to account for 30 percent of all new construction projects by
2020 to bring the nation's building energy consumption ratio closer to
that of developed countries. In order to achieve that goal, the central
government will step up incentives for green buildings, improve
industry standards and, promote technological improvements and the
development of related industries.

Eaton products and services help customers design new energy-
efficient buildings and modernize existing buildings to increase
reliability, reduce energy costs and meet sustainability goals. One
such example is our Asia Pacific Headquarters Building, which
reached Gold-level Leadership in Energy and Environmental Design
(LEED) Certification from the U.S. Green Building Council (USGBC).
This facility incorporates Eaton's latest energy-management
technologies and other innovations to reduce square footage,
maximize energy efficiency and conserve water.

Eaton’s energy-efficient solutions are also keeping China’s digital
economy up and running. The country now has the world's biggest
Internet user base of 513 million. As a result, data centers and
"“cloud computing” are getting more and more public attention. Data
centers consume an estimated 1.3 percent of all electricity use in the
world, and data centers in China consumed 70 billion kilowatt hours
of electricity in 2011 - 5% of all electricity use in the country. China's
Ministry of Industry and Information has required in the “Industrial
Energy Saving Plan for 12th Five-Year Plan” that by 2015, data
centers in China must reduce their power usage effectiveness (PUE)
rate by 8%.

Eaton provides comprehensive grid-to-server “green computing”
solutions, including uninterruptible power systems (UPSs), surge-
protection devices, low- and medium-voltage switchgear, power
distribution units, racks and thermal management systems. \We also
provide power management software to optimize data center energy
efficiency, and comprehensive design, installation and maintenance
services.

Eaton UPSs are the technology of choice for data centers around the
world — including one of the largest telecom data centers in Asia,
operated by China Unicom. The Internet data center (IDC) uses 218
sets of Eaton 9395 UPS systems in its 22 large-scale professional
machine rooms. The systems provide round-the-clock reliable,
stable and safe telecommunication services to more than 310 million
customers, while helping the company meet strict environmental
standards.

Alibaba, China's largest e-commerce company, is using Eaton’s 9395
UPS systems to ensure energy-efficient and reliable power supply for
its data center in Hangzhou to support hundreds of millions of online
transactions.

To actively promote the benefits of green electrical power, Eaton's
Electrical Group, conducted a multi-city road show from April to
June 2011 in Chengdu, Shanghai, Beijing and Guangzhou. Eaton’s
customers and business partners from utilities, telecom, finance,
transportation, energy and industrial manufacturing sectors gathered
at these events where Eaton 9395 UPS and Eaton XIRIA switchgear
were featured to highlight the company's ability to provide efficient,
energy-saving and sustainable power management solutions.

Eaton is well positioned to meet the needs of China’s growing
renewable energy markets, as the country continues its drive to
become a clean technology leader.

We're combining our Hydraulics and Electrical expertise to develop
more reliable and capable components that improve the performance
and uptime of wind turbines and help reduce operating costs.
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The Global Reporting Initiative (GRI)'s sustainability guideline is one of the world's

most widely used reporting frameworks for performance on human rights, labor,

environment, anti-corruption, and corporate citizenship.
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Companies play an integral role in green economy
initiatives, and the ability to continuously drive
low-carbon innovation and solutions is a crucial
indicator of sustainability.

In the Eaton in China Sustainability Report 2011,
the company provides valuable information

to prove how power management solutions
contribute to economic growth with improved
energy efficiency. Eaton, as a world-leading power
management company with diversified operations,
relentlessly pursues both sustainability and the
fulfillment of corporate social responsibilities.

Not only does this report include an analysis of
various challenges facing Eaton on its path to
support the development of a green economy; it
also incorporates sustainable development into

its corporate vision, values and ethical guidelines.
Consequently, the report offers guidance and
solutions regarding the most challenging energy
and environmental issues.

It is a great pleasure to comment once again on
the annual Eaton in China sustainability report.

The Report is focused on Eaton’s commitments
and practices regarding sustainable development

in China, as reflected in the company’s sound and
sustained China operations as well as its significant
efforts and contributions that help China achieve
its goals on economy, environment and society.

This report combines the multinational’s regional
statements together with China-specific content
based on its global sustainability strategy.

The report reviewed the history of Eaton, this
prominent and well-respected centennial company,
along with modern implications of its tradition on
innovation and uncompromising ethical values.
Eaton has long conformed to the essential values
underlying sustainable development—such as
innovation and doing business right — even before
the concept was introduced and popularlized two
decades ago. These values are exactly what drive
the company'’s sustainability efforts.

Well-illustrated with graphs and figures, this report
shows how Eaton in China has been working

on high-efficiency green products and solutions
with environmental performance together with
customers. Another highlight of the report is the
company's “green computing” solutions that

help customers with the energy crunch, a major
challenge of the digital age.

In this solidly structured report, all issues of
interest are highlighted to reflect the efforts made
by Eaton in China on sustainable development.
This includes the exploration of opportunities and
practices that effectively encouraged all suppliers-
—regardless of their positions in the supply chain—
to contribute to a green economy and society.

| believe that sustainability drives Eaton to help
meet the ever-tougher global challenges for
costumers. Meanwhile, Eaton’s innovation helps
the world build a sustainable future.

Eaton did a commendable job of incorporating
both sustainability and innovation into its

China operations. Despite the energy-market
disequilibrium in China, the report indicates that
Eaton has made noticeable efforts toward building
a greener transportation industry in important
sectors such as aviation and automobiles. It also
helps companies in financial, telecom and other
key industries enhance energy efficiency and
reduce carbon emissions.

By addressing the concerns of stakeholders,
namely suppliers, employees and the local
community, this report facilitates adequate
dialogue and communications, setting an example
on establishing a more sustainable business model.
| am certain that Eaton China will continue to build
itself as a leader on sustainability.
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SUSTAINABILITY & CSR AWARDS

IN CHINA ot

2010 Outstanding Enterprises in Social Responsibility in China - China

Enterprise News & China Association of Enterprises with Foreign

Investment (CAEFI)

2011 Special Award for Excellence in Corporate Social Responsibility

- China Enterprise News & China Association of Enterprises with

Foreign Investment (CAEFI)

Award of Excellence CSR Report of foreign invested companies in
China - China WTO Tribune Magazine

Excellent Corporate Citizens Award in China - Corporate Citizen

Committee of China Association of Social Workers

Eaton's green solution on power management awarded as Excellent

CSR Case - Shanghai Association of Enterprises with Foreign

Investment (SAEFI)

ABOUT EATON

Eaton Corporation is a diversified power
management company with more than 100 years
of experience in providing energy-efficient solutions
that help our customers manage electrical,
hydraulic and mechanical power more efficiently,
effectively, safely and sustainably.

With 2011 global sales of US$16.0 billion, Eaton

is a technology leader in electrical components,
systems and services for power quality, distribution
and control; hydraulics components, systems

and services for industrial and mobile equipment;
aerospace fuel, hydraulics and pneumatic systems
for commercial and military use; and truck and
automotive drivetrain and powertrain systems

REIRE 2011 FAHELRRE

for performance, fuel economy and safety. Eaton
has approximately 72,000 employees and sells
products to customers in more than 150 countries.

Since Eaton’s entry into China almost 20 years

ago in 1993, its presence has grown significantly

in the region through acquisitions, joint ventures
and wholly owned subsidiaries generating annual
sales of more than US$1 billion. Today, all of Eaton's
businesses, Electrical, Aerospace, Hydraulics and
Vehicle, have established operations in China and
Eaton has located its Asia Pacific headquarters in
Shanghai. Today, Eaton has 18 major manufacturing
facilities, four R&D centers with about 10,000
employees in China.



Reader Survey

Dear Readers,

This is our 4th Eaton in China Sustainability Report. Thanks for
your attentions and reading. You can submit your comments to
us by letter, email or fax. Your opinion counts and we welcome all
comments from you.

Name:

Phone: Email:

Your opinions towards this Eaton in China 2011
Sustainability Report:

Your opinions towards the Eaton sustainable
development in China:

Add.: Building3, Lane280, Linhong Road, Shanghai
Zip Code: 200335

Phone: +8621 52000099

Fax: +8621 52000500

Email: ChinaCommunications@eaton.com
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