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About This Report

Hi Sun Technology (China) Limited ("Hi Sun” or the "Company”, together with
its subsidiaries, collectively the “Group” or “we") is pleased to present the
Environmental, Social and Governance Report for the year of 2019 (“this
Report”), for the purpose of summarising our approach and performance in
respect of our sustainability efforts the sustainable development in the past year.

Reporting Period and Scope

The reporting period of this Report (the “Reporting Period”) is from 1 January
2019 to 31 December 2019. Unless otherwise stated, the scope of this Report
covers the major subsidiaries of the Group engaged in the five key businesses,
including:

» Payment processing solutions - VBILL OPCO (“VBILL");

» Information security chips and solutions - Megahunt Microelectronics
Technology (Beijing) Company Limited (“Megahunt”);

»  Platform operation solutions - Hunan Hisun Mobile Pay IT Limited (“Hunan
Hisun");

» Financial solutions - Beijing Hi Sun Advanced Business Solutions
Information Technology Limited (“ABS"); and

» Electronic power meters and solutions - Hangzhou PAX Electronic
Technology Limited (“Hangzhou PAX").

Reporting Standards

This Report makes disclosures of the Group's environmental, social and
governance performance in accordance with “comply or explain” provisions and
recommended disclosures as set out in the Environmental, Social and
Governance Reporting Guide ("ESG Guide") in Appendix 27 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited ("HKEx").
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Reporting Principles
In accordance with the ESG Guide, this Report has been prepared based on the
following four reporting principles:

Materiality

Quantitative

Balance

Consistency

The issues covered in this Report
should reflect the significant
impacts of the Group on the
economy, environment and society,
or the aspects that affect the
assessments and decisions of
stakeholders.

This Report should disclose key

performance indicators that are
measurable.
This Report should present all

information of the Group in an
objective manner, to reflect the
sustainable development
performance of the Group.

The Group should confirm that the
method used in preparation of this
Report is consistent with that of
previous years, or state the revised

Through communication with
stakeholders, as well as taking into
account the Group's business nature

and development, material
sustainability  issues have been
identified.

The Group discloses its key

environmental and social performance
indicators with quantitative measures
as far as practicable.

The Group has identified and disclosed
the  environmental, social and
governance issues that have material
impacts on the Group's business in this
Report, including its achievements and
challenges.

The reporting scope and reporting
method are substantially consistent
with those of prior year. This Report
also contains year-to-year data for

reporting methods, or illustrate
other relevant factors that will affect
meaningful comparison.

comparision where applicable.

Access to This Report

The board of directors (the “Board”) of Hi Sun has reviewed and approved this
Report, which is available in both Chinese and English on both the HKEx's
website and the Group's website.

Your Opinions

Every opinion from stakeholders is valuable to us. We believe that appropriately
taking into account opinions from stakeholders will benefit the Group's
business and sustainable development. If you have any comment and
suggestion on this Report and our sustainability performance, please feel free
to contact us or email to info@hisun.com.hk.
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About Hi Sun

Listed on The Stock Exchange of Hong Kong Limited, Hi Sun is a leading
provider of integrated payment, finance and communication system solutions
in the People’s Republic of China (“PRC"), providing payment processing
solutions, financial solutions, electronic power meters and solutions, platform
operation solutions and information security chips and solutions to major
clients such as merchants, major banks, financial institutions and
telecommunications operators, as well as offering payment services, system
support, application development, terminal supply and other diversified
services to the finance and payment industry chain.

Awards, Honors, Memberships and Certification

The Group 2019 Golden Hong Kong Stocks Awards - Best Small-and-Medium
Market Capitalisation Company

Business Partners - Digital Ecosystem 2019 Top 500

VBILL 01 Caijing (FEZ=H44) New Finance Annual Conference - Science and
Technology Innovation Award

01 Caijing New Finance Annual Conference — Offline Scene Smart
Payment Leader

Hurun New Finance Report (fBEFrERBEE%EE ) 2019 - New
Finance Top 50

2019 China Finance Summit Winter Forum- Industry Leading Brand
Beijing AAA Credit Rating Company

Beijing Communication Industry Association

National Trustworthy Enterprise

Credit Rating Company Certificate

China Financial Authentication - Technology Certificates

Beijing Integrity Establishment Enterprise

Outstanding Corporate in Social Responsibility of the Year
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Our Approach to Sustainability

2019 Sustainability Overview

Female staff

constituted of
39 %

of overall workforce Technical staff

Total training hours '
constituted of

53 %

of overall workforce

of employees over

27,000 hours

18

newly obtained

software copyrights

Eree heEe gas certificates Hangzhou PAX and

Hunan Hisun awarded

OHSAS18001:2007

Occupational Health and

emissions (Scope 1)
decreased by

2 % Safety Management

System Certificate
Non-hazardous waste y

decreased by

9 %
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Principles of Sustainable Development

Sustainable development is the core principle for the operations of Hi Sun. We
will shoulder corporate social responsibilities at all levels of our business and
earnestly implement the policies in the Environmental, Social and Governance
Policy on environmental protection, protecting employees' rights, anti-
corruption and maintaining business ethics etc. In this way, we expect to
continue the creation of long-term values for the Company and our
stakeholders, and thus build a better future for the next generation. We
promote the sustainable development mainly through the following four
dimensions:

Value Created
for
Environment

Value Created
for Community

Value Created Value Created

for Employees for Customers

*Maintain *Provide *Promote green Actively
employees' customers with operation participate in
well-being and high-quality concepts and community
welfare products and reduce activities and

services, greenhouse gas give back to
continue to emissions society
innovate, and

become a

pioneer in the

industry

Stakeholders’ Engagement

Stakeholders’ engagement is indispensable when effectively implementing the
above principles of sustainable development. Stakeholders’ opinions can
facilitate the Group's continuous improvement of its operating policies and
strategies, and allow us grasp the opportunities in the market. We will reach
different stakeholders through one-way or two-way channels to understand
their concerns and expectations. Besides, we will consider issues from their
perspectives and take their opinions as references for continuous improvement
of the Group's business and sustainability performance. The ways we
communicate with our stakeholders are as follows:
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* o
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Employees

Social media

CEO mailbox and online
message board

Internal communication
platform
Trainings
Annual dinner and staff
activities

L 2R 4

i,
d1h

Customers

Company website and
mobile application

Online customer
service

Opinion survey
Customer service
hotline

Face-to-face customer
support

Y ofo

Suppliers and partners

Site visits
Regular review
Product sampling

Suppliers” websites

Materiality Assessment
In addition to our daily communication, we conducted materiality assessment
during the Reporting Period by inviting stakeholders to express their opinions
on various environmental, social and governance issues including employee
rights, customer protection, corporate governance and social responsibilities
through questionnaires. We then conducted analyses based on the collected
data to understand the degree of concern of stakeholders and the Company

regarding various aspects and identified important ones.

Governments and regulators

*

*
*
L 2

Meetings and visits
Qualification assessment
Policy consultation

Disclosures and

announcements

2

Shareholders and investors

*

* ¢ o

*

L 2R 4

Shareholders’  meetings
and  annual  general
meetings

Investor relations website
Non-deal roadshow

Investor conference and
teleconference

Annual and interim
reports

agw
Community and public

Group's official website

Internet and traditional
media

Community visits

Charity activities

The following materiality matrix lists 16 aspects with the highest degree of
concern among stakeholders and as identified by the Group for this materiality
assessment, which forms the basis of:
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High

Importance to Stakeholders

W

MATERIALITY MATRIX

ano

2
o
-
Low Importance to the Group High
A) Emplovee rights 1) Empl?yec.a relations and staff|C) Corporate 11) Fa."T operation and
A) Employee rights communications governance competition
12) Anti- ti d anti-
2) Participation of leisure activities ) Anti-corruption and anti
fraud
3) Anti-discrimination and equal 13) Compliance with laws
rights and regulations
4) Occupational health and safety
5) Employee  benefits  and
protection

6) Training and development

B) Customer protection

7) Reliable products and services

8) Compliance of products and
services

9) Internet data and system safety

10) Data and privacy protection

D) Social responsibility

14) Energy saving measures

15) Recycling and renewable
energy

16) Good use of alternative
and sustainable resources
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Corporate Governance

Corporate Governance and Supervision

The Board assesses environmental, social and governance risks and
opportunities, and ensures that the Group considers issues of concern of its
various stakeholders. At the same time, the Board determines the values that
are material to the Group, and collects opinions from the various stakeholders
through different channels. The Group formulates environmental, social and
governance-related control measures to cope with major environmental, social
and governance risks, and appropriately applies such control measures to
effectively operate its businesses. The Board monitors environmental, social and
governance issues and strives to create benefits for stakeholders. For more
details on the corporate governance of the Group, please refer to the
“Corporate Governance Report” section of the 2019 Annual Report.

Anti-corruption

Hi Sun has always implemented the stringent concept of business ethics and
integrity in carrying out its operation. We adopt the principle of "zero" tolerance
on all illegal acts such as corruption, bribery, extortion, money laundering and

fraud, and strictly abide by the Anti-Unfair Competition Law of the PRC ( {#ZE
ARHEFIBRAIEEHZE) ), the Criminal Laws ( {Fi%) ), Interim Provisions

on Prohibition of Commercial Bribery ( { BN ZE L 2EERERTAINEITIRE) )

and other related laws and regulations. To this end, each business segment
formulates a series of policies and measures based on such laws and regulations,
in order to strengthen internal control, guide employees to identify relevant
risks in business operation and take preventive measures. At the same time,
employees are encouraged to report and present evidences to the Company if
they suspect any cases of violations of laws or regulations or unethical business
practices. We are committed to conducting timely investigations and follow-up
actions in the most stringent manner to safeguard the corporate governance
and integrity of the Group.

10
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As the Group's main business has a close relationship with the financial industry,
there will be higher risks of money laundering and terrorist financing. As a result,
VBILL established the Anti-money Laundering and Anti-terrorist Financing

Internal Control System ( { RFEERAREHBMEANEIZHIFIE)D ) and set up a
working group to perform its duties in accordance with the three principles of
"lawful prudence, confidentiality and full cooperation”, including but not limited
to:

» formulate relevant internal control systems and rules;

» establish customer identification system and risk-level management
system, verify and record customers’ identities and conduct regular
verification;

» establish an identification and reporting system regarding suspicious
transactions and report such cases in a timely manner;

> keep record of customers’ identities and transactions;

» assist in anti-money laundering and anti-terrorist financing
investigations;

»  offer trainings and promotions to employees and the general public to
raise awareness of anti-money laundering and anti-terrorist financing;
and

> keep anti-money laundering efforts confidential.

The above systems can ensure that our business is in compliance with the Anti-
Money Laundering Law of the PRC ({ EE A BRHAIE /%R L)), Administrative
Measures for Payment Services of Non-Financial Institutions ( {IEE RIS T
IRFEETRIEZL) ), Administrative Measures for Anti-Money Laundering and Anti-

Terrorist Financing of Payment Institutions ( {SZ{J#4& RN hRIES

IB#E%)), Administrative Measures for Financial Institutions' Reporting of Large-
Amount Transactions and Suspicious Transactions (People's Bank of China
Order [2016] No. 3) ( { ERMIB AR BT RRZHR S EEWE) (FREAR
#R175[2016]58 3 §§) ), Opinions of the General Office of the State Council on
Improving the Anti-money Laundering, Anti-Terrorist Financing and Anti-Tax
Evasion Supervision Mechanism ({ BiF5Beat BERIS o= s, RIS hRlE.
SRR ESEREHIMEIRIER) ) and other regulations and rules.

11
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During the Reporting Period, the Group and its employees were not involved in
any violation of laws and regulations related to corruption, bribery, extortion,
money laundering and fraud.

Anti-money
laundering
training

During the Reporting Period, VBILL
conducted anti-money laundering
training for middle and senior
management personnel, including
management personnel of operation
department, risk-control department,
compliance  department, finance
department, brand department,

product department and other
departments, in order to strengthen
their risk prevention and control
awareness and thus meet regulatory
requirements.

12
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Supply Chain Management

As of 31 December 2019, the Group had a total of 282 suppliers, mainly located
in Mainland China, striving to reduce greenhouse gas emissions during product
shipments and reduce carbon footprint.

Distribution of Suppliers by Locations

Xinjiang, 1 Hong Kong, 6

Tianjin, 1| Taiwan, 1

Sichuan Province, 6

Zhejiang Province, Guangdong
43

‘ ‘ Province, 39
Jiangsu Province, 19 \,_,

Shaanxi Province, 2
Fujian Province, 4 7’/

Hubei Province, 2
\u&a]'ng, 120

Shanghai, 22 Hunan Province, 7

Jiangxi Province, 4

Shandong Province, l'

Anhui Province, 3

As an industry pioneer, Hi Sun is not only committed to fulfilling its corporate
social responsibility, but also hopes to promote the sense of environmental and
social responsibility of suppliers and partners through its influence, so as to
bring positive impacts to the entire supply chain. As such, we have developed
“Suppliers’ Code of Conduct” as a guidance for our suppliers in applying
sustainable development concepts in their daily operations, including energy
conservation and emission reduction, employee rights, anti-corruption,
occupational health and safety, and compliance with all applicable business-
related laws and regulations to protect mutual interests. As measures to further
manage the suppliers’ impacts on the environment and society, Megahunt
regularly conducts environmental audits on suppliers by evaluating their
environmental management performance, including reviewing their relevant
management systems, restricting the use of hazardous substances, ensuring the
use of raw materials are in compliance with relevant green products
environmental regulations or standards, examining test results for
environmentally hazardous substances and adopting pollution prevention
measures, etc.

13
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We also value the quality of our suppliers' products and services. Each business
segment will regularly evaluate and manage suppliers through the following
major measures:

Qualification review and on-site inspection of candidate suppliers
to ensure that they have acquired appropriate qualifications in order

to make proper selection of the most suitable suppliers.

Regular review on suppliers by evaluating their product quality,

service quality, technical skills, prices, delivery time and other

o/ oo
 e—

- factors. Suppliers are disqualified unless they make rectifications in

v -
Q time for any major quality accidents or violations are found.

For businesses involving in product manufacturing, sample checks
on the finished products of outsourcing contractors, evaluation of
product quality, qualification rate and other areas, and maintaining

close communication with the contractors to ensure that the

product quality meets our standards.

14
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Value Created for Employees

Hi Sun recognises the importance of employees for its sustainable development,
and it has been their efforts and dedication which contributes to our
achievements. Therefore, we are committed to rewarding employees for their
contributions by offering competitive compensation and benefits, building a
healthy and safe working environment and establishing comprehensive
promotion channels and training systems so as to cultivate outstanding industry
professionals. Besides, all employment-related procedures such as recruitment,
promotion, dismissal and compensation are performed in compliance with
relevant laws and regulations, including but not limited to the Labor Law of the

PRC ( {rZzEARELFEZSENZE) ), the Law of the PRC on Occupational Disease
Prevention and Control ( {5 #E A BRHFNEEESERAISIE) ), the Regulations on
Prohibition of Child Labor ( {Z£IEET#37E) ) and the Labor Contract Law of the
PRC ( {EARHFEHSEESREIZE) ). During the Reporting Period, the Group

were not involved in any material breach of employment-related laws and
regulations.

Employees Overview
As of 31 December 2019, the Group had a total of 2,735 employees. The

following is the distribution of employees by gender, age and employment type:

Distribution by Gender

Male: 1,665

Distribution by Age Group Distribution by Employment Type
152 36 19
60 162
1052 "
1461

= Age 20 or below = Age 21-30

Age 31-40 Age 41-50 m Senior management = Middle management
= Age 51 or above Technical staff General staff

15
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Equal-opportunity Employer
Hi Sun is committed to becoming an ideal employer. We always adhere to the

principle of equality and diversity, and recruit
through internal transfers, employee
referrals, job fairs, online recruitment and

other channels. We also participate in As a diversified and equal
opportunity employer,

campus recruitment from time to time
to recruit suitable talents to join us. disabled and will try its best
We focus on applicants’ abilities, to provide employment
personal qualities, skills, experience, support to establish a
teamwork and communication skills, CEER Ee) EEie e
rather than their gender, marital and
pregnancy status, disability status, race, Employment
nationality, religion and belief. We undertake to Diversification
make every effort to eliminate workplace discrimination and
ensure that every employee is treated fairly.

Megahunt employs the

working environment.

Compensation and Benefits
We are committed to offering our employees with competitive compensations

and benefits, and we regularly review the compensation system to ensure that
the level of compensation is in line with the market rates. Each business
segment will also provide different benefits, including:

e

Communications Supplement  Birthday party, Statutory holiday,  Excellent
allowance, ary medical  basketball, annual leave, supervisor,
transportation insurance, football, team marriage leave, excellent
allowance, lunch child building, festive  maternity leave, team,
allowance, offsite insurance,  Celebrations, CNY - .o pacsionate excellent
allowance, shift health check 242! dmn.er, leave, paternity staff
allowance, additional company trip leave,

meal allowance, social breastfeeding

insurance, housing leave

provident fund

16
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Harmonious Work Culture
In addition to an equal and diverse corporate culture, we also attach great

importance to communication between employees and the Company. We will
collect and consider employees' opinions in order to keep improving the
working environment and enhancing employees' sense of belonging. To this
end, we have established two-way communication channels such as emails,
CEQO's mailbox, employee publications, bulletin boards and online message
boards for employees to submit opinions or complaints about the Company.
The human resources department also meets with employees every year to
learn more about and collect suggestions from employees.

In addition, we also attach great importance to the work-life balance of
employees. Each company regularly organises a variety of entertainment and
leisure activities including annual dinner, festive celebrations, team building
workshops, gathering activities and leisure trips for employees to unite and their
enjoyment.
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Safe Working Environment

Employees are the most important assets of the Group. Therefore, we will make
every effort to provide employees with a healthy and safe working environment,
formulate occupational health and safety measures, and abide by the

Occupational Disease Prevention Law of the PRC ( { ZE A RIEFIE R SERIGA

%)), the Work Safety Law of the PRC ({ E A RBHEAEZE4EL)) and other

occupational health and safety related laws and regulations. During the
reporting period, the Group were not involved any cases or complaints about
violating relevant occupational health and safety related laws and regulations.

We have implemented a series of occupational health and safety measures in
offices and factories to after comprehensive protection to the employees’ the
well-being:

» conduct regular fire inspections to ensure fire facilities and equipment are
in place and order

» issue safety notices to remind employees of electricity safety, fire safety
information

» arrange occupational health and safety trainings on fire safety and health
knowledge

> set up anti-static floor and anti-static mats in server rooms and product-
testing areas in certain offices. Anti-static measures are in place to prevent
employees from being shocked during testing sessions

» conduct power hazard inspections, check for abnormalities or aging
conditions in distribution boxes and electrical wiring, and replace aging
electrical equipment to prevent the risk of short circuits, power outages or
even fire

» develop disaster prevention and emergency plans to prevent and respond
to emergencies and protect the lives of employees and property

In addition, Hangzhou PAX and Hunan Hisun have obtained the OHSAS18001:
2007 Occupational Health and Safety Management System Certification, which
standardises the safety management of the Group's workplace.

18
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Training and Development
As a technology-based company in the financial and information technology

industries, we and our employees need to continuously improve professional
skills and knowledge, understand industry trends and keep abreast of market
developments for the purpose of our sustainable development.

The Group's training put emphasis on the professional development of
employees, while providing training opportunities for employees to improve
themselves continuously, and expect them to strive for excellence. Every
business segment will formulate training plans every year, arrange various
internal and external training courses, seminars, exchange sessions and sharing
sessions. These plans encompass training for new recruits and on business
knowledge, safety, team-building, laws and regulation and comprehensive
quality training, to enable employees to enhance their knowledge continuously
and personal quality in order to contribute to the Company’s development.

In terms of promotion, we have established good promotion channels, and
conduct regular performance assessments in order to access the employees'’
achievements and evaluate their accomplishments, performance and skills. The
assessment results will serve as important basis for employees’ promotion and
salary adjustment.

19
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During the Reporting Period, our employees' total training hours exceeded
27,000 hours. The followings are the number and percentage of trained
employee having received training by gender and employment type, and
average training hours by gender, employment type and age group:’

Number and % of employees Number and % of employees
having received training by having received training by
gender employment type

Senior Middle

managemenN management,
, 59 (97.78%) 159 (88.36%)
General staff,

547 (51.99%)

Average training hours by gender

Male: 8.0 hours Female: 7.2 hours
Average training hours by Average training hours by
employment type age group
Age 51 or above,
General staff, 0.9 hours

Age 20 or below,
0.3 hours

Technical staff, 6.5 hours
7.6 hours Age 41-50,
4.2 hours

=

! The training ratios and average training hours during the Reporting Period do not include Hunan
Hisun. We will optimise the data collection system to make more compensative disclosure in the
coming year.

20
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Promote
Communications

In August 2019, ABS held the third "On the
Top of Olympic" communication event. As
one of the Company's traditional internal
exchange activities, 3 day event has a theme
of "sharing, exchange and growth". Experts
from all branches gathered to share
excellent research and development

achievements in the past year. This event
covered the introduction of overseas
business, technical sharing, new products
introduction and sharing of excellent
business solutions to promote
communications between various
departments and branches.

Labour Standards
Child labour and forced labour are also major issues for companies. We will

endeavor to abide by laws and regulations such as the Labor Law of the PRC
( {PEARILFEFS5E)E) ) and the Prohibition on the Use of Child Labor ( {Z£

LIHFERETRTE) ), and promise to implement the most effective measures to

prevent the occurrence of related situations. During the recruitment process, we
require new employees to submit identification documents when they report
duty to ensure that they have reached the legal working age. Once any child
labour who is below the legal employment age is identified, we will remove the
staff from the workplace in a timely manner to ensure their safety, and identify
loopholes in the recruitment process and take improvement measures. In
addition, the Group’s policies and measures on working hours, leaves and
overtime work are sent out in the Employee Handbook and made available on
related human resources systems to avoid forced labour.

21
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Value Created for Customers

We have always been committed to focus on the quality of products and
services provided with the most professional knowledge, the latest technology
and the sincerest attitude, in order to bring advanced and convenient integrated
payment, financial and communication systems to customers and the general
public.

During the Reporting Period, the Group did not violate any laws and regulations
that had material imports to the Group, including the Advertising Law of the

PRC ( {PEARHEFIBIEEIE) ), the Patent Law of the PRC ( {FpEEARHFIE
EF£) ) and the Copyright Law of the PRC ( {FhZEARHFIBZE(EREE) ).

Payment
processing
solutions

Information
security . Financial
chips and 5 solutions

solutions 5 Core

Business

Electronic
power
meters and
solutions

Platform
operation
solutions
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Payment Processing Solutions
The Group's payment processing solution business is a national high-tech

enterprise company, providing services such as offline acquiring, mobile
payment, internet payment, cross-border payment, QR code payment and even
financial wealth management loans to merchants. With our stable and reliable
transaction system and diversified merchant-oriented payment application
solutions and products apart from being offered membership of the Payments
and Clearing Association of China, we have also become a national leading
third-party payment company, in cooperation with more than 3.5 million
merchants with an annual transaction value exceeding RMB 1 trillion.

Due to our business nature, we have obtained the requisite licenses and
qualifications for various payment businesses to ensure legal and compliant
operations, including:

National Bank Card Acquiring License

Mobile Phone Payment License

Internet Payment License

RMB cross-border payment qualification
Qualification for online and offline microloans

VVV VYV

Operation Management

During daily operations, payment transaction systems may be subject to various
risks, including internal control irregularities (such as abrupt increases in
transaction amount, malicious refund, non-business hour transactions and
excessive number of failed transactions) and early warnings from external
institutions (such as various bank errors, warnings from banks, UnionPay,
Payments and Clearing Association of China and other external institutions or
requests for investigation assistance).To manage and prevent these risks
effectively, we have formulated the Comprehensive Risk Management
Measures, which guides employees to identify and analyze risks, assess risk
levels and implement corresponding countermeasures.
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When sourcing new merchants, we will first conduct due diligence on and assess
the target merchants through telephone communication, carrying out on-site
inspections, enquiry with relevant agencies or government departments to
understand their business and license status. Then we will evaluate merchants
to ensure that their business conditions are absent of abnormalities. After
signing a contract with a merchant, in order to prevent risks at the merchant
level, merchants with bad records newly engaged merchants and high-risk
merchants, such as merchants selling readily realisable goods, having previous
suspicious transaction records, involved in suspicious transactions, suspected
fraudulent transactions or offering assistance to cardholders in cashing will be
inspected to check their equipment usage, inspect suspicious transaction
documents, understand their daily operations, examine the conditions of
mobile payment terminal equipment, and monitor suspicious transactions. If
relevant risks are found, we will implement corresponding measures according
to the risk level including closing specific functions, freezing merchants,
suspending POS transactions, withholding payments, deferring settlement,
adjusting limits and risk coordination, in order to avoid unnecessary losses and
protect the interests of the Company, merchants and the public.

On the other hand, the payment transaction business processes a large number
of merchant transaction data every day. To ensure data security, we have set up
the Emergency Response Plan and the Emergency Response Exercise Plan to
establish preventive and response measures for business system interruptions
and equipment room’s failure to enhance employees' ability to handle
emergencies and ensure systems, operations and data safety. According to the
Emergency Response Plan, if an event is assessed as a catastrophic event and
results in the operation failure of the business system, we will transmit the core
data of the main server room with the core database synchronise in the disaster
recovery centre in real time for data backup and ensuring preservation of all
business and transaction data. In addition, we use multiple security devices,
including external network firewall, external network Distributed Denial of
Service (DDoS) device, Intrusion Prevention System (IPS) device, Web
Application Firewall (WAF) device, database firewall and bank access zone
firewall, to prevent the systems from being invaded and ensure data security. In
order to further enhance the data security awareness of relevant personnel, we
will arrange related training and drills every year, and will also regularly maintain
and update our systems.
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Quality Service

In addition to the management of daily operations, we also attach great
importance to the quality of services. We require operating personnel to adhere
to the concept of "pragmatic, timely, effective, enthusiastic and patient", always
listen to customers and respond to customers’ needs. We strengthen the after-
sales service management through the Customer Complaint Management
Mechanism. If customers have any inquiry or complaint, they can contact
customer service personnel through telephone hotline, WeChat online
customer services, official website and VBILL's payment application. The
mechanism have set time limits for handling different complaints, and the
processing time for general complaints, serious complaints and major
complaints shall not exceed 3 working days, 2 working days and 4 hours
respectively.

Moreover, our customer service personnel will arrange trainings according to
the needs to appraise merchants of basic knowledge, business acceptance,
terminal operations, account processing, risk prevention and other information.
Every year, we conduct telephone or on-site inspections based on the merchant
transaction conditions, business scale, operating conditions and risks. The
inspections cover trainings for cashier, credit card operation process, conditions
of appliances, business conditions of merchants, transaction authenticity and
transactions abnormalities, in order to ensure both the appliances and
merchants are operating normally. In general, we require customer service
personnel to conduct on-site or telephone inspections of all special merchants
at least once every six months.

R&D and Innovation

To sustain our position in the industry and maintain diversified payment
transaction products and services, we believe continuous research and
development (“R&D") and innovation are essential. We invest sufficient and
stable resources every year to support R&D personnel in researching new
technologies and products, in order to meet the changing market needs and to
promote the industry's ongoing development. As of 31 December 2019, our
R&D team has obtained 88 software copyright certifications and 4 patents.
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Both the Internet industry and traditional industries are
facing challenges in evaluation of R&D systems and
members. In order to make the Group's R&D systems
more effective. During the Reporting Period, we
launched a set of R&D system evaluation platform, the
Fangyun Platform (J5ZE¥&) which excels in following

ways with the following merits:

1)

R&D
Evaluation
Platform

enable the Group's to understand the current
actual situation, problems and risks of their R&D
system through data analysis and analogy;

help the Group's identify the gap between their
own R&D systems and the outstanding ones in
the market and make corresponding
recommendations; and

apply the results of benchmarking analysis to
actual actions designed to improve the Group's
R&D systems, improve the capabilities and
enhance R&D efficiency.
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Information Security Chips and Solutions
The information security chips and solutions business of the Group specialises

in the R&D and sales of system grade chips and main clients are payment
industry enterprises. We have now obtained the certification of national high-

tech enterprise, Zhongguancun (& B8 #f) high-tech enterprise and the
Integrated Circuit Design Enterprise (£t BRI EEA TR E) the
Certificate of a Designated Manufacturer of Commercial Cryptographic
Products (IR IBEREETEEFEE), Software Enterprise certification

and other certifications. We are currently one of the leading POS chip suppliers
in the PRC, and committed to promoting the development of PRC chip industry.

One of the business’s principal products is the MH1901 chip. Equipped with a
secure core processor with built-in hardware security encryption module which
supports a variety of encryption security algorithms, and complies with financial
security equipment standards, it provides customers security and energy-saving
for their financial security equipment, mobile security equipment, and provides
other security equipment product. During the Reporting Period, we obtained 4
new patents and software copyright certifications.

Product Quality

The R&D process of project of the information security chips and solutions
business mainly includes:

Target identification Formulation of project . Closmg
. Debugging and
and requirements and development Development testin
analysis plan 9 pI’OJeCt
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In order to provide customers with the best and safest chip products, we have
adopted strict and comprehensive checks on product quality during the
development, testing and purchase processes, including:

Conduct tests on the function, performance and reliability of the chip.
Testing items include power consumption, voltage, leakage test,
compatibility, card speed, etc. The chip's heat and cold resistance level
will also be tested.

As our business does not involve manufacturing, we mainly rely on
outsourcing contractors for production. We will require them to test
finished products, provide test reports and record the ratio of defective
products for follow-up.

After the product has been purchased, our production and testing team
will perform tests according to the standards of the Test Specification,
including short circuit, current, driving capacity, frequency, voltage, etc,
to ensure that the product meets quality standards for sales.

Formulate Non-Conforming Product Control Procedures. If any non-
conforming product is found during the quality control process, we will
immediately notify the personnel of the technical department and the
production department to investigate and identify the affected areas,
including customers and inventory, and formulate corresponding
countermeasures such as isolating affected products and customer
returns.

If there is a problem with the product at the client’s end, we will conduct
inspection according to customers’ needs, and formulate rectification
measures record the timely problem, causes and measures in the quality
investigation report.

To ensure the security of the chip, our products have obtained multiple security
certifications, including the security level two of the GM/T0008-2012 “Security Chip

Password Detection Standards” ( { &£ 265 EI 28l ) ) and passed the

security audit of Brightsight, a leading international security assessment agency.

Service Quality

In addition to product quality, we are also committed to providing our
customers with excellent services to strengthen our market leadership. We
communicate with our customers and collect their opinions in the following
ways:
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Customer training

- After product delivery, we arrange product
knowledge training for customers and provide them
with instruction manual and product
acknowledgement, etc.

Customer inquiry

*We accept customer enquiries via email, telephone, fax,
etc. We require a response time of no more than 24
hours and a response rate of up to 100% within 5
working days.

Summarising comments

*We colnsolidate customer feedback and
countermeasures on a quarterly basis, and report the
results to relevant departments for follow-up and
improvement.

Satisfaction survey

- Satisfaction survey is conducted every six months to

understand customer opinions on products and services,

including product quality, product stability, service
attitude, timeliness of response, timeliness of delivery,
and quality of maintenance. During the Reporting
Period, the average customer satisfaction rate reached

- 100%, which was higher than the service target of 99%.

Protect Information

In order to protect the information and R&D data and to ensure the security of
such information, employees shall follow the procedures outlined in the
Installation Operation Manual when performing computer operations, including
the installation of security software. Such software ensures the R&D data \turns
into garbled data and becomes illeligible to a third party when leaked, hence
protecting the R&D data and information during research and development. In
addition, new employees are required to sign Confidentiality Agreement upon
entry, to ensure that they will not disclose important information to third parties
without authorisation. Information security training are also arranged for them

to enhance their awareness of confidentiality.
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Platform Operation Solutions
The platform operation solutions business of the Group is an e-commerce and

mobile Internet company, which is a state-recognised high-tech enterprise,
having obtained 1SO9001: 2015 Quality Management System certification,

Information System Integration and Service Level 2 (ZAR{SE R ERL M IRFS
&8), Computer Information System Integration Level 2 Enterprise (FTE#(S R

RGERR R 2) and other certifications, providing product technology

operation services for payment, communication and financial industries. Our
business and China Mobile E-commerce Co., Ltd (“China Mobile") jointly built

and operated CM Pay Platform (§1&), have a comprehensive mobile platform

that integrates multiple services such as finance, telecommunications, smart
cards and payment products. Currently, we mainly provide a full range of
operational support services for “CM Pay”, including daily development and
maintenance service and customer service.

R&D and Project Quality

We carry out research and development projects according to customer needs.
In general, stages of the procedures can be divided into:

Development _—
Zﬁr:lasr;;j Initiation Design and System test Puglrllci;ra]t;on
y implementation

In order to properly monitor and control the quality of the R&D process, we
have formulated a number of quality control procedures to manage the main
process, quality assurance, review, configuration management, project
management and other areas. It is required that R&D and quality assurance
personnel should strictly follow the prescribed procedural standards during

R&D, testing and review to ensure the quality and smoothness throughout the
entire process.
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We standardise the project quality through Quality Assurance Procedures,
which stipulates that quality assurance checklist must be developed once a
project is launched and there should be not less than one quality assurance
inspection to examine the project plan, products, weekly reports, review reports,
and record the issues identified and report back to the department head
regularly to make appropriate improvement plans in every stage in the R&D
process. In addition, the R&D team will perform a number of tests, including
unit tests, system integration (SIT) tests, and user acceptance (UAT) tests, to
identify problems and defects, and perform repair and retests, to ensure project
quality and make sure that the project would be but into production.

Regarding its main business CM Pay platform, we have maintained two-way
communication closely with China Mobile, for example regular meetings, daily
meetings, monthly meetings, and daily phone communications, to understand
customer needs in a timely manner, give feedback and improve. To further
ensure project quality, China Mobile will conduct monthly quality assessments
on the CM Pay platform project, where assessments indicators include quality
of customer service operations, business process management, product
operation management, marketing activities, and application cooperation, with
100 being the full score. During the Reporting Period, the evaluation result of
the "CM Pay” platform application software optimisation and improvement
project of the platform reached an average score of 99.74, while its system
maintenance service reached an average score of 99.63, which was higher that
99.50 in the preceding year.

cMMI

Certification
During the Reporting Period, the platform

operation solution business passed the
assessment of the internationally-used
Capability Maturity Model Integration
(CMMI)  and obtained Level 5
Optimisation certification, a confirmation

of our continued enhancement of the
software process, activel identification of
the strengths and weaknesses and
implementation of rectification measures
for continuous improvements.
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R&D Results

As a national high-tech enterprise, we have continued to invest a lot of
resources to develop new R&D projects for the platform operation solutions
business to meet the increasing customers needs. As at 31 December 2019, we
have obtained a total of 50 software copyrights covering mobile payment,
invoicing, top-up, electronic coupons, data analysis and other software.

In order to continuously improve the functions of the CM Pay platform, we
launched two new systems, Parents and Children Platform and Diagnosis and
Treatment Payment during the Reporting Period, as a way to widen the
customer source, make users’ life more convenient, and cater their living needs.

» Parents and Children Platform system:
- Presenting interesting short videos
- Baby Class: a learning zone for children
- Mom Class: professional parenting knowledge for mothers
- Holding online and offline activities such as lotteries and quizzes

» Diagnosis and Treatment Payment system providing users a more
convenient medical treatment payment experience:
- Hospital management
- Medical card management
- Real-time inquiries of prescription information
- Prescription payment
- Multi-channel transactions
- Transaction record query
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Data and Information Security

Protecting data and information security has always been our focus. Our
platform operation solutions business has obtained the Information Security
Management System certification (GB/T 22080-2016/ISO/IEC 27001:2013), for
information security management activities related to application software
development, operation and maintenance and operation services. We also
obtained the First-Level Capability Requirement certification of Communication

Network Security Service Capability Assessment Certificate (B{S4848 LIRS

BESIEEERRE) issued by China Communications Enterprise Association and the
Information Technology Service Operation and Maintenance Standard
Compliance certificate (SRFMIRFEITHEIZERSMEE), confirming our
effort in ensuring information security. We have established a sound internal
risk control mechanism and strengthened the network information protection
by encrypting sensitive information, including user data, ID numbers, passwords,
bank securities fund account information, location information, and making a
complete backup. Other measures include:

» Daily inspections of network equipment, such as routers, firewalls, switches,

etc. to ensure their smooth operation;

Conduct data backup on a monthly basis;

Prior authorisation for access to server room;

» Regular scan on the network security vulnerabilities and system

vulnerabilities for major devices on the network;

Identification of faults and remedy in time;

Two-way authentication to ensure transmission security; and

» Utilising a three-level key management system and encryption mechanism,
with a password management platform being set up between the hardware
cryptographic devices of the application system and the cryptographic
device. Password equipment and mechanism are integrated to ensure the
end-to-end transaction security of the system.

\ 2%

YV VvV
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Financial Solutions
Our financial solutions business is a leading information technology service

enterprise in the industry, focusing on providing management, products,
information technology consulting and services for the financial industry,
covering all-round services from consulting services to solution design and
implementation. Our long-term partners include the five largest state-owned
commercial banks, other commercial banks, asset management companies,
insurance companies, securities companies, fund companies and many other
fields. With the corporate ideal, “Creating Quality-first Excellence”, we are
committed to providing our customers with the best information system
consulting, integration and operation services and information technology
products. We have obtained 1ISO9001:2015 Quality Management System, CMMI
(Capability Maturity Model Integration) Level 3 certification of the Software
Engineering Institute and Level 2 certification of the Computer System
Integration Qualification of the China Information Technology Industry
Federation etc.

Service Innovation

As an influential company in the industry, we continue to invest resources in
developing the most advanced and high-quality technologies and products to
meet the changing market needs. As of 31 December 2019, we have obtained
a total of 78 software copyrights, out of which one was newly obtained during
the Reporting Period.
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During the Reporting Period, we launched a new
credit management system, HiSun @ CMS, to
manage, evaluate, and conduct credit business with
financial enterprises such as finance companies. This
system can quickly build a comprehensive technical
framework for financial services capabilities,
including a multi-layered system of channels,
services and procedures, products, and transactions,
providing application services for liquidity loans,
fixed asset loans, discounts and entrusted loans, as
well as the recovery and management of credit
business. It can also provide parameter
configuration and extended development, adding
product features and attributes to basic financial
products, such as price, service and channels,
therefore  achieving new financial product
innovation.

Credit
Management
System

Medical
Insurance

Intelligent During the Reporting Period, we also
Review launched a new medical insurance
intelligent review system for the
financial solution business, which can
be used by medical insurance centers
to review medical insurance
reimbursement documents, import
data, settle payments, handle
inquiries, data analysis, etc, to
facilitate the document management
and save time.
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Customer Service

We always maintain close communication with our customers and respond in a
timely manner. If customers have any enquiries or complaints, they can raise by
phone, email, on-site or website. Customer service personnel will direct the
same to the relevant responsible department on the same day, follow-up with
the customers within two working days, and notify the complainant of the
preliminary handling results and the rectification plans within three working
days. In addition, we will also collect the customer satisfaction rates on the
project through Project Stage Acceptance Report or Customer Service Record
Form.

In order to fully understand the needs of customers and enhance the quality of
products and services, we will, on an annual basis, invite customers from
maintenance and development projects to complete questionnaires for
obtaining their satisfaction rating in terms of our project progress, service goal
realisation, project staff efficiency, work attitude, technical level, problem
handling effectiveness, etc. The overall customer satisfaction for the Reporting
Period reached 90%.

Quality Management

In order to effectively control product quality, we have formulated the Quality
Manual in accordance with the requirements of [SO9001:2015 Quality
Management System, familiarizing the employees with the quality policy and
goals for employees to strict adherene to, in order to continuously improve
product development and customer service processes, and enhance the
customer satisfaction.

The research and development staff will control the product quality during the
development process according to the Project Quality Management Standards,
which sets out technical index standards, test requirements, product submission
requirements, internal and external project review content as a frame work for
staff. For project testing, the Project Quality Management Standards covers unit
testing, integration testing, and user acceptance testing, to ensure the product
quality in all aspects.
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In order to improve the quality of projects and the overall operation of the
Company, every year, we formulate various quality targets, covering customer
satisfaction, complaint handling rate, operation success rate of software
development and system integration project, customer complaint or suggestion
handling rate. All departments would strictly work towards these targets to
improve daily operations. We conduct annual assessments through customer
satisfaction surveys, project acceptance reports and handling system failure
rates to assess the achievement of quality goals. During the Reporting Period,
the Company's overall quality objectives were achieved, including a 90%
customer satisfaction rate, 100% customer complaint handling rate and 100%
success rate of software development and system integration projects.

Information Security

We mainly provide core banking systems and financial solutions for major banks
and financial institutions. The systems are involved with the transmission of a
large amount of customer data, banking and financial information. To prevent
the systems from being attacked or invaded, resulting in information leakage
and theft, we have established an information security system, identifying the
person in charge of information security and corresponding duties, and
implemented multiple security measures to ensure data and network security,
including but not limited to:

» Set up firewalls and install anti-virus software to ensure the normal
operation of servers and websites;

> Keep server logs well, save system operation logs and user logging
functions for more than 60 days, including IP addresses and usage;

» Establish a dual-machine hot backup mechanism in the service system.
Once the main system encounters a failure or is under attack and fails to
operate normally, the backup system can be used to replace it in time;

»  Set access rights for server and website;

» All information on the website must be reviewed and approved by the
senior management before publication; and

» Develop security education and training systems, strengthen users'
awareness of network security, and avoid contacting and disseminating
harmful information or web pages to meet the requirements of relevant
laws and regulations.
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Electronic Power Meters and Solutions
The electronic power meters and solutions business of the Group is a national

high-tech enterprise, focusing on the research and development, production
and sales of electronic power meters, which mainly include single-phase/third-
phase electronic power meters, acquisition equipment products and system
software products. Maintaining high-quality products and services is the core
of our business. We have obtained ISO9001:2015 Quality Management System
certification, and have carried out research and development, manufacturing,
testing and sales in strict accordance with the general requirements of such
management system, 1ISO10012 Measurement Management System and the
testing and calibration laboratory capabilities of IEC17025-2005 to ensure our
products fulfil national standards and industry requirements, and meet the
customer needs.

R&D Quality

As an industry-leading technology company, we have invested a lot of resources
to support research and development of the electronic power meters and
solutions business, and will keep launching new research and development
projects based on market demand and the current conditions of the Company's
products. During the Reporting Period, an additional 6 software copyrights, and
a total of 50 software copyright certifications and 16 valid patents have been
obtained. In order to protect the efforts of the R&D team, we strictly follow the

Intellectual Property Law of the PRC ( { & A BHFOBFIAZERE L) ), and other
relevant laws and regulations, to prepare Patent Application Working Guide for
our employees to follow in terms of the procedures, required documents and
standards of applying for patents such as invention patents, utility model
patents, and appearance patents.
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In addition to supporting R&D and innovations, we also attach great
importance to the management of the R&D process. Through The Management
System of Research and Development, we strive to ensure the product quality
throughout the entire process, by providing guidelines and standards
applicable to every stage of an R&D project, from concept stage, planning and
design stage, development and testing stage, verification and release stage to
even closing stage. During research and development, our R&D team will
regularly hold project meetings, decision review meetings, technical review
meetings and temporary meetings. They will also prepare weekly project reports
to follow up on project progress, identify product problem, and make
rectifications in a timely manner.

Product Quality

Maintaining product quality is a priority for our business. We have adopted a
number of quality control measures to comprehensively monitor product
quality during the R&D stage, purchase stage, production process, delivery
stage, or even after-sale stage. Our products meet the requirements of the

Metrology Law of the PRC ( {EE ABRILFEET=X) ), Electricity Metering
Equipment (AC) Particular Requirements (GB /T17215.352-2009/IEC62053-
52:2005) (3B RIEEREIFIREK) ), Specifications of Third phase Intelligent
Electronic Power Meter (Q/GDW 356-2009) ( { =tHE8EEREREIIRED) ),
Specifications of Single phase Intelligent Electronic Power Meter (Q/GDW 355-
2009) ( { EEtEEE REEREREITFREL) ) and other standards relevant to the quality

and safety of electronic power meters products.

The workflow for product quality control, from R&D, purchase, progress, routine
review, delivery to after sales is set out as below:

39



Hi Sun Technology (China) Limited (Stock code: 818)

Environmental,

Social and Governance Report 2019

We will conduct unit, integration, model and performance tests of the products
under research and development to ensure that the products comply with
national and industry standards and customer requirements.

For raw materials or products provided by suppliers, we will carry out a full
inspection or sample inspection based on their categorisation. Sample
inspection procedures are performed in accordance with the Counting and

Sampling Inspection Procedures ( {GTEIHERIGERTER) ) (GB / T2828) on the

appearance, performance and functions. We also carry out regular spot checks
on products from the outsourcing contractors.

The new product or the first product of the batch will be inspected, and regular
inspections will be conducted during production on the practice of the operating
personnel and the operating procedures at each process.

Progress

Routine

review

For products certified by the China Quality Certification Center (CQC), we will
conduct routine and confirmation inspections at the final production stage. For
routine inspection, we will check the appearance, relays and parameters. Only
products passing inspection will be packaged and affixed with a certificate of
conformity. If there is any non-conforming product, it will be dealt with and re-
inspected according to the Defective Product Output Control Procedures. For
confirmation inspection, a laboratory authorised by the CQC is selected for
conducting sample inspection. If any non-conforming product is found, such
product will be temporarily suspended from production and sales, and corrective
measures will be taken. In addition, we carry out annual confirmation inspections
for key components such as transformers, relays and chips.

In order to ensure that the product meets customers’ requirements for
specifications, performance, functions, etc, and also complies with meets
relevant laws, regulations as well as industries, national and international
standards, we will check its appearance, parameters, functions, accuracy, and
restoration status. Conforming and non-conforming batches are classified, and
corrective measures are taken in time for the non-conforming products.

We will record the quality problems of all products for three years, including data
concerning product operation, user repairs, batch failures etc., and establish a
product quality database to find out causes and formulate rectification measures
to improve product quality.
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Service Quality

We also attach great importance to the quality of after-sales service. To this end,
we have specifically formulated a number of service commitments to maintain
service quality and ensure that customers are satisfied with the quality of our
products and services, including:

cycle should not exceed 10 working days.

The guarantee period for product quality is 10 years, durimng which all
maintenance costs will be borne by us if there is any quality issues. Maintenance

If products do not meet the requirements of corresponding national
standards or technical requirements, we promise to arrange free returns.
The return cycle should not exceed 15 working days.

We promise to respond to customer feedback in a timely manner, by
J setting up a 7x24 after-sales service hotline, responding to inquiries
within 1 hour and product issues that do not require on-site service and
verification within 2 hours.

We promise to arrive at customers’ sites timely, through setting up
multiple technical service spots across the country. Within 4 hours for
provincial cities and within 16 hours for non-provincial cities.

We promise to provide technical support, including telephone support, on-site
support, on-site operation and maintenance. We alsol issue technical analysis
reports, technical interpretation reports, verification reports, delivery inspection
reports, product qualification reports and other documents for reference.

In addition, we will invite major customers every year to fill out the Customer
Satisfaction Survey Form to obtain their satisfaction rating and opinions on
product functions, quality, technical capabilities of customer service personnel,
and service attitude.
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Privacy and Intellectual Property
The Group strictly promise its confidential information, trade secrets and R&D

efforts, employees and customers’' personal and confidential information, and
strictly prohibits all forms of unauthorised disclosure of the same. We also sign
Non-Disclosure Agreement with some business partners and customers to
prevent leakage of R&D information, data, programs, trade secrets, customer
personal information and other confidential information to the largest extent to
protect the interests of the Group and customers.

The Group allocates great deal of resources in our businesses. In order to
protect the efforts of our R&D teams, we apply for patent and copyright
certification for our R&D achievements in accordance with the Patent Law of

the PRC ( {FPZEARHFBHEFFIX) ) and Copyright Law of the PRC ( {FEA
RHAEZ(EREE) ) and other applicable laws and regulations.

Advertising and Labelling
When promoting products and services, the Group strictly complies with the

Advertising Law of the PRC ( {ZEABRHEEFEESX) ) and other applicable

laws and regulations to check the authenticity of promotion content to ensure
that it does not contain messages that mislead consumers.

In terms of product labels, we will review the label content before product
delivery to ensure that label designs comply with national standards and
content authenticity.
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Value Created for Environment

Hi Sun understands that our daily business operation may impose impacts on
the environment, hence we strive to integrate the concept of sustainable
development into business operations and decision-making processes. We
identify and monitor emissions and resource utilisation of various businesses,
while abiding by environmental protection-related laws and regulations,

including but not limited to the Environmental Protection Law of the PRC ( {/
EAREFMEIRERZEE) ), the Law of the PRC on the Prevention and Control
of Environmental Pollution by Solid Waste ( { ElB&Rs¥iSIRIEAIAIE) ), the
Water Pollution Prevention and Control Law of the PRC ( {hE A BHEFE/XKS
FBHiETE) ), the Law of the PRC on Prevention and Control of Air Pollution ( {&
2 A\ RHAEAKRISREE%) | the Law of the PRC on Prevention and Control

of Pollution from Environmental Noise ({ F#E A BHFIEBRRIERE SRIGIEIED),
etc., in order to formulate relevant relevant environmental protection policies,
implement energy conservation and emission reduction measures, and
minimise the carbon footprint of the Group, striving to achieve a balance
between our business development and environmental protection. During the
Reporting Period, we did not violate any environmental laws and regulations.

Energy, Air and Greenhouse Gas Emissions
Based on our business needs, the energy consumption, exhaust gas and

greenhouse gas emissions of the Group during the Reporting Period are mainly
derived from purchased electricity for daily operations of offices and factories
and the fuel consumed by vehicles.
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The followings are the exhaust gas and greenhouse gas (“GHG") emissions of
the Group during the Reporting Period and 2018:

Unit 2019 2018
Emissions
Air emissions
Nitrogen Oxides (NOx) kg 3241 24.15
Sulphur Oxides (SOx) kg 0.57 0.58
Particulate Matter (PM) kg 2.65 1.92
Total GHG emissions? tonnes of CO2e 1,450.46 1,325.16
Direct emissions (Scope 1) | tonnes of CO2e 102.97 105.27
Indirect emissions ((Scope | tonnes of CO2e 1,343.49 1,219.89
2
Total )GHG emissions per floor | tonnes of 0.05 0.06
area (Scope 18&2) CO2e/sq. meter
Energy
Total energy consumption MWh 2,190.94 2,049.83
Purchased electricity MWh 1,838.10 1,688.93
Diesel oil MWh 3.31 11.02
Unleaded petrol MWh 349.53 349.88
Total energy consumption per | MWh/sqg. meter 82.91 86.36
floor area

2 According to the GHG Protocol Corporate Accounting and Reporting Standard (revised edition) issued
by World Business Council For Sustainable Development and World Resources Institute , scope 1 direct
emissions cover GHG emissions directly produced by businesses owned or controlled by the Group, while
scope 2 indirect emissions cover GHG emissions of “indirect energy” resulted from electricity (purchased
or acquired), thermal energy, refrigeration and steam internally consumed by the Group.
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We are committed to instilling the concept of energy conservation and carbon
reduction in employees at various businesses and operating locations.

Meanwhile, we are also committed to

implementing the following

environmental protection measures to enhance employee’s environmental
awareness to optimise energy efficiency and reduce the overall exhaust and

greenhouse gas emissions . These measures include:

>

>

Post energy saving signs throughout the office
Power off when leaving office area

Replace business trips with video conference whenever
possible

Encourage employees to use public transport whenever
possible

Minimise unnecessary public area lighting at night

Optimising

Select first-level energy labeled appliances

Keep Prepare adjust air-conditionings system to
maintain optimal room temperature in work place
during summer

Plant in the office to purify the indoor air

Reduce air
emissions

concentration | ing the Reporting Period, we
have installed a fresh air system
the Beijing office of

at

Megahunt, which can purify the
air and reduce the concentration

of particulate matter (PM2.5 and
PM10) and carbon dioxide in the
air to protect the health of our
employees.
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In addition to managing energy use and carbon emissions during daily office
operations, we are also highly concerned about the emissions from production
activities, including waste water from production, domestic sewage from
employees, exhaust gas caused by solder and alcohol volatilisation and noise
generated during production. During the Reporting Period, Hangzhou PAX has
commissioned a third-party testing agency to test the sewage, exhaust gas and
noise in the factory to ensure the pH value, chemical oxygen demand, ammonia
nitrogen, phosphorus in sewage, carbon monoxide, nitrogen oxides and metal
content in exhaust gas, as well as noise level meet relevant discharge

requirements of the Integrated Wastewater Discharge Standard ( {iS7K&&HE

HUEHE) ), the Indirect Discharge Limitation of Industrial Wastewater Containing

Nitrogen and Phosphorus ( { LKA, BESTAIRIEHERPRE) ), the
Integrated Emission Standard of Air Pollutants ( { XSRS HEBIELE) )
and the Emission Standard for Industrial Enterprises Noise at Boundary ( { T3
TEMFIREEEHERMER) ), in order to prevent the emissions from causing

significant negative impacts on the environment and affecting the surrounding
ecological environment.

Water Resources
The Group's resource consumption includes not only purchased electricity and

packaging materials, but also domestic water provided by regional water supply
companies and property management companies. During the Reporting Period,
we did not encounter any problems in sourcing water. The followings are the
water consumption data of the Group during the Reporting Period and 2018:

Unit 2019 2018
Total waste consumption m?3 14,634.80 13,845.92
Total water consumption per floor | m3/sq. meter 0.94 0.96
area’

3 As certain property management companies were not able to provide water consumption records of
individual users, the total water consumption in 2018 does not cover headquarters of VBILL, VBILL Yingi

(8R{®) office, VBILL (Beijing) Financial Information Services Ltd. (&7 (ItR) £RUSERIFZEIRLT)),
ABS and Hunan Hisun Changsha office.
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In the face of increasingly tight water sources, although water resources are not
a major consumption of the Group, we also implemented the following water
saving measures in our offices:

» Deploy dual-flush toilets to reduce water usage;

» Strengthen the daily maintenance and management of water equipment
such as faucets and pipes, and timely repair or replace damaged pipes,
valves, flush valves and other appliances to avoid water leakage and avoid
water wastage; and

» Set up water conservation signs at appropriate locations to strengthen
employee’s awareness of water conservation.

Waste and Packaging Materials
Different businesses of the Group produce different wastes, comprising

domestic waste, waste paper, waste office supplies, electronic waste, batteries,
circuit boards, etc, in addition to packaging materials for finished products. For
non-hazardous waste such as domestic waste and waste office supplies, proper
sorting and storage are performed. The waste will be handed over to an
authorised organisation for collection, disposal or recycling. As for the
hazardous waste generated by the production activities of the Group, including
batteries, tin ash, circuit boards, etc., we strictly abide by the requirements of
the Law of the PRC on Prevention and Control of Environmental Pollution by

Solid Wastes ( { PZE A BHEFIE EREREY S FIRIEGIAZ) ) and other laws and

regulations. We collect and classify these hazardous wastes safely and store
them in sealed containers labeled with hazardous wastes in accordance with the

Standard for Pollution Control on Hazardous Waste Storage ( {f@laES¥IETES

FU=HIEEE) ) of the PRC. We also engage a qualified hazardous waste recycler

to collect and safely dispose of such wastes to prevent them from being mixed
into other non-hazardous wastes and causing impact on the environment.

In order to effectively reduce the amount of waste generated and the burden
on the environment, we strongly promote the concept of recycling and reuse.
We advocate not using disposable lunch boxes and reducing the use of plastic
bags. Meanwhile, we encourage employees to use electronic channels to
communicate as much as possible, to reduce the amount of paper used and to
realise the concept of "paperless office".
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The followings are data of the non-hazardous and hazardous waste generated
and packaging materials consumed by of the Group during the Reporting
Period and 2018:

Unit 2019 2018
Emissions
Total hazardous waste produced tonnes 0.17 0.18
Total hazardous waste produced per | g/sg. meter 6.32 7.58
floor area
Total non-hazardous waste produced | tonnes 28.58 26.34
Total waste disposed tonnes 23.22 25.40
Other general refuse tonnes 15.38 25.25
Paper tonnes 7.84 0.10
Electronic waste tonnes N/A 0.05
Total waste recycled tonnes 5.29 0.94
Paper tonnes 0.45 0.94
Other general refuse tonnes 484 N/A
Total non-hazardous waste produced | kg/sqg. meter 1.08 1.1
per floor area
Use of Resources
Total packaging material tonnes 5.00 3.37
Paper tonnes 5.00 3.37

Green Products

The production process of the Group's energy metering products imposes
certain impacts on the environment. To identify, control, manage or even reduce
these impacts, Hangzhou PAX's electronic energy meters, the design,
production and service of the centralised meter reading system, the load
management system, the development and service of the distribution
transformer integrated management system and related management activities
are accredited with 1SO14001: 2015 Environmental Management System
certification. We have formulated System Management Manual in accordance
with its standards to regulate production activities and continuously monitor
their environmental performance, so as to implement effective environmental
management measures to reduce impacts. At present, we have formulated a
series of policies and measures from product planning and design stage,
procurement stage, production stage to scrapping stage.
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Value Created for Community

Hi Sun understands the importance of giving back to the society for the
sustainable development of the Company. We always spare no effort to
advocate our employees to act by organising and participating in various
community investment projects, investing resources in public welfare,
environmental protection, sports, and public education, etc, actively
implementing corporate social responsibility, and contribute to the broader
community.

The Hong Kong Council of Social Service, a federation of non-government social
service agencies of Hong Kong and an essential partner of the Hong Kong
Government in social welfare and development, is delighted to award Hisun as
a Caring Company , in recognition of our commitment in Caring for the
Community. Also, along with Hisun obtaining this Corporate Social
Responsibility recognition, our employees under the Caring Company Scheme
have also been nominated as Caring Ambassadors, in recognising their
contributions in our corporate community involvement.

Sports

As in previous years, we
sent employee
representatives to
participate in the Rotary
Hong Kong Super
Marathon this year to join
together, challenge

ourselves and participate

in charity.
Rotary Hong Kong

Super Marathon
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Community

Help the
poor in
Myanmar

In October 2019, Hi Sun and VBILL's
“Good Deed” charity team
cooperated with the Sowers Action
donated and visited to schools in
Ayeyarwady Province, Myanmar to
install teaching supporting facilities,
including solar battery boxes, solar

panels, projectors, LED bulbs and

solar low-voltage ceiling fans to
improve the learning environment
for students.

VBIll carried out a charity activity
of "A charity walk with VBILL and
went to Xiji County, Guyuan,
Ningxia to care for the elderly
left behind”, to substitute their
young generations who left for
work and were unable to take
care of the elderly.

Care for
the
elderly
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Environmental Protection and Public Education

Tree
Planting

i

During the Reporting Period,
VBILL employees
participated in tree planting
activity. 50 cypress saplings
were planted in the suburbs

of Beijing to enhance the

environmental awareness of

employees.

Prevent
financial risks

Mk R 48 7

VBILL has actively carried out various
publicity activities throughout years to
promote financial and anti-corruption
knowledge to the general public. During the
Reporting Period, VBILL arranged a number
of online and offline promotions, including
setting up booths in communities,
distributing  brochures and  posting
promotional posters to the public. Also,
VBILL makes good use of online platforms,
including the official website and WeChat, to
deepen the public understanding of financial
crimes such as fraud, corruption, money
laundering, and raising awareness of
avoiding such risks.
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Environmental, Social and Governance Reporting Guide Index

Subject areas, aspects, general disclosure and key performance | Section/Declaration Page
indicators (“KPIs") Number
A. Environmental
Aspect A1: Emissions
General Disclosure Value Created for | P. 43-47
. Environment
Information on:
(@) the policies; and
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer
relating to air and greenhouse gas emissions, discharges into water
and land, and generation of hazardous and non-hazardous waste.
KPI' A1.1 The types of emissions and respective | Energy, Air and | P. 44
emission data. Greenhouse Gas
Emissions
KPI' A1.2 Greenhouse gas emissions in total and | Energy, Air and | P. 44
intensity. Greenhouse Gas
Emissions
KPI A1.3 Total hazardous waste produced and | Waste and Packaging | P. 48
intensity. Materials
KPI A1.4 Total non-hazardous waste produced and | Waste and Packaging | P. 48
intensity. Materials
KPI A1.5 Description of measures to mitigate | Energy, Air and | P. 45-46
emissions and results achieved. Greenhouse Gas
Emissions
KPI A1.6 Description of how hazardous and non- | Waste and Packaging | P. 47

hazardous wastes are handled, reduction
initiatives and results achieved.

Materials
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Aspect A2: Use of Resources

General Disclosure

Policies on the efficient use of resources, including energy, water and other

raw materials.

Note: Resources may be used in production, in storage, transportation, in
buildings, electronic equipment, etc.

Value
Created for
Environment

. 43-47

KPI A2.1 Direct and/or indirect energy consumption by type | Energy, Air | P. 44
in total and intensity. and
Greenhouse
Gas
Emissions
KPI'A2.2 Water consumption in total and intensity. Water .46
Resources
KPI'A2.3 Description of energy use efficiency initiatives and | Energy,  Air | P. 45
results achieved. and
Greenhouse
Gas
Emissions
KPI A2.4 Description of whether there is any issue in | Water .47
sourcing water that is fit for purpose, water | Resources
efficiency initiatives and results achieved.
KPI A2.5 Total packaging material used for finished products | Waste and | P. 48
and with reference to per unit produced. Packaging
Materials
Aspect A3: Environmental and Natural Resources
General Disclosure Green . 48-49
.. e . L . . Products
Policies on minimising the issuer’s significant impact on the environment
and natural resources.
KPI A3.1 Description of the significant impacts of activities | Green . 48-49
on the environment and natural resources and the | Products

actions taken to manage them.
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B. Social

Employment and Labour Standards

Aspect B1: Employment

General Disclosure Value Created for | P. 15-21

Information on: Employees

(a) the policies; and

(b) compliance with relevant laws and regulations that have a

significant impact on the issuer

relating to compensation and dismissal, recruitment and promotion,

working hours, rest periods, equal opportunity, diversity, anti-

discrimination, and other benefits and welfare.

KPI Total workforce by gender, employment type, age group | Employees Overview | P. 15

B1.1 and geographical region.

KPI Employee turnover rate by gender, age group and | N/A N/A

B1.2 geographical region.

Aspect B2: Health and Safety

General Disclosure Safe Working | P. 18
. Environment

Information on:

(a) the policies; and

(b) compliance with relevant laws and regulations that have a

significant impact on the issuer

relating to providing a safe working environment and protecting

employees from occupational hazards.

KPI Number and rate of work-related fatalities. N/A N/A

B2.1

KPI Lost days due to work injury. N/a N/A

B2.2

KPI Description of occupational health and safety measures | Safe Working | P. 18

B2.3 adopted, how they are implemented and monitored. Environment
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Aspect B3: Development and Training

General Disclosure Training and | P. 19-21
Policies on improving employees’ knowledge and skills for Development

discharging duties at work. Description of training activities.

KPI The percentage of employees trained by gender and | Training and | P. 20
B3.1 employee category. Development

KPI The average training hours completed per employee by | Training and | P. 20
B3.2 gender and employee category. Development

Aspect B4: Labour Standards

General Disclosure Labour Standards .21
Information on:

(a) the policies; and

(b) compliance with relevant laws and regulations that have a

significant impact on the issuer

relating to preventing child and forced labour.

KPI Description of measures to review employment practices to | Labour Standards .21
B4.1 avoid child and forced labour.

KPI Description of steps taken to eliminate such practices when | Labour Standards .21
B4.2 discovered.

Operating Practices

Aspect B5: Supply Chain Management

General Disclosure Supply Chain | P. 13-14
Policies on managing environmental and social risks of the supply Management

chain.

KPI Number of suppliers by geographical region. Supply Chain | P. 13
B5.1 Management

KPI Description of practices relating to engaging suppliers, | Supply Chain | P. 13-14
B5.2 number of suppliers where the practices are being | Management

implemented, how they are implemented and monitored.
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Aspect B6: Product Responsibility

General Disclosure Value Created for p. 22-42
. Customers
Information on:
(a) the policies; and
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer
relating to health and safety, advertising, labelling and privacy
matters relating to products and services provided and methods
of redress.
KPI Percentage of total products sold or shipped subject to | N/A N/A
B6.1 recalls for safety and health reasons.
KPI Number of products and service related complaints | N/Ar N/A
B6.2 received and how they are dealt with.
KPI Description of practices relating to observing and | Privacy and Intellectual | P. 42
B6.3 protecting intellectual property rights. Property
KPI Description of quality assurance process and recall | Electronic Power | P. 38-41
B6.4 procedures. Meters and Solutions:
1) R&D Quality
2) Product Quality
3) Service Quality
KPI Description of consumer data protection and privacy | 1) Platform Operations | P. 33, 37
B6.5 policies, how they are implemented and monitored. Solutions: Data and | 42

information Security

2) Financial Solutions:
Information Security

3) Privacy and
Intellectual Property
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Aspect B7: Anti-Corruption

General Disclosure Anti-corruption P.10-12
Information on:
(a) the policies; and
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer
relating to bribery, extortion, fraud and money laundering.
KPI Number of concluded legal cases regarding corrupt | Anti-corruption P.12
B7.1 practices brought against the issuer or its employees

during the reporting period and the outcomes of the

cases.
KPI Description of preventive measures and whistle-blowing | Anti-corruption P.10-12
B7.2 procedures, how they are implemented and monitored.
Community
Aspect B8: Community Investment
General Disclosure Value Created for | P. 50-52

. . Communit

Policies on community engagement to understand the needs of y
the communities where the issuer operates and to ensure its
activities take into consideration the communities’ interests.
KPI Focus areas of contribution. Value Created for | P. 50-52
B8.1 Community
KPI Resources contributed to the focus area. N/A N/A
B8.2
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