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Corporate Social Responsibility Report

TEHEEERSE

1. ABOUT THIS REPORT

This report is the Corporate Social Responsibility
Report issued by China Electronics Huada Technology
Company Limited (the “Company”). It addresses
the actions taken and the achievements of the
Company and its subsidiaries (the “Group”) in respect
of sustainable development regarding economic,
environment, and social issues. This report has been
prepared with reference to the Environmental, Social
and Governance Reporting Guide issued by The Stock
Exchange of Hong Kong Limited.

1.1 Scope of the report

Organisational scope: the companies covered under this
report included the Company, and its subsidiaries, CEC
Huada Electronic Design Co., Ltd (“Huada Electronics”),
Shanghai Huahong Integrated Circuit Co., Ltd and
China Electronics Huada Technology (Shenzhen)
Company Limited.

Reporting period: from 1 January 2020 to 31 December
2020.

1.2 Data

Data disclosed in this report were extracted from the
Group’s original records in day-to-day operation or
financial reports.

1.3 Reliability assurance

The board of director of the Company (the “Board”)
guarantees the contents of this report do not contain
any false information, misleading statement or material
omission.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE MANAGEMENT
STATEMENT FROM THE BOARD

2.1 Governance structure for

environmental, social and governance

The Group has established a top-down governance
structure for environmental, social and governance
("ESG") issues with the Board assuming overall
responsibility for ESG strategy and reporting of the
Group, and establishing an ESG working group as the
manager and coordinator of ESG work.

The Board

The duties of the Board include:

a)

d)

e)

assessing and determining the risks and
opportunities associated with the ESG-related
issues of the Group;

ensuring that appropriate and effective ESG risk
management and internal control systems are in
place;

developing the Group’s ESG management
approach, strategies, priorities and targets;

reviewing the Group’s performance against
ESG-related targets on a regular basis; and

approving the Corporate Social Responsibility
Report of the Group.
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o ESG working group

The ESG working group is responsible for the
implementation of ESG-related tasks to all relevant
departments. The ESG working group is headed by the
managing director of the Company and deputy headed
by the general manager of Huada Electronics. The
duties of the ESG working group include:

a) directing and reviewing the formulation of ESG
management approach and strategies;

b)  monitoring the formulation and implementation
of ESG-related targets and reviewing the progress
of their achievement;

¢) directing and reviewing the identification and
priorities of key ESG-related issues;

d) preparing the annual Corporate Social
Responsibility Report for the Board’s review and
approval;

e) identifying ESG risks relevant to the Group
annually and assessing the impact of such risks on
the Group and making recommendations to the
Board on the risk-countering strategies; and

f)  other duties as delegated by the Board.

2.2 ESG vision and strategy

The Group launched a training on ESG topics at a Board
meeting in 2020 to enable the Board to understand
the latest ESG trends and re-examine the Group’s ESG
strategies. The Group takes “Innovation empowers
green practices, for a better future” as its ESG vision.
After fully considering the Group’s business and the
demands of various key stakeholders, the Group has
proposed an ESG management strategy covering
aspects such as products and services, employees,
compliance operation, environment and community
investment.
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Products and services

Short to medium-term (3~5 years):

Continuously improve the product quality
management system and strengthen the quality
control of production suppliers to ensure the
quality of the Group's products;

Continuously improve the information safety
management system and ensure the safety of
the physical environment for the development of
smart card chips to protect autonomous research
and development of security smart card chips; and

Protect the Group’s intellectual properties
and those of its business partners and prevent
infringement of intellectual properties of others.

Long-term (5~10 years):

Continue to expand the security chip market and
provide diversified and high-quality products to
meet customer and market demands, so as to
promote industrial advancement.

Employee

Short to medium-term (3~5 years):

Respect and safeguard the legitimate interests
of employees, and build harmonious employee
relations through multi-level employee
communication mechanisms and caring activities
for employees;

Provide diversified employee training resources
and career development paths to promote
employees' career development; and

Provide a safe and healthy working environment
for employees.
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Long-term (5~10 years):

Create a reputation of excellent employer in
the industry and reserve high calibre talents for
China’s information industry.

Compliance operation

Short to medium-term (3~5 years):

Strengthen compliance and anti-corruption
management, extending compliance and
anti-corruption training to board members, senior
management, and all employees.

Long-term (5~10 years):

Create a culture of integrity, compliance and
responsibility to ensure a healthy development of
the Group’s operations.

Environment

Short to medium-term (3~5 years):

Implement green office and resource recycling
to enhance resource efficiency while reducing
greenhouse gas emission and waste generation
during operations;

Conduct product hazardous substance control to
reduce the negative impact on individuals and the
environment; and

Strengthen the management of suppliers in areas
such as environmental protection, labour and
ethics to reduce the environmental and social
impacts of the supply chain.

Long-term (5~10 years):

6

Continuously reduce the environmental impact
of the Group’s operations and encourage
its suppliers to promote a low-carbon and
environmentally-friendly industrial chain,
contributing to the achievement of China’s carbon
neutrality target by 2060.

China Electronics Huada Technology Company Limited
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J Community investment
Short to medium-term (3~5 years):

e Actively conduct voluntary services and social
welfare activities to deepen the integration with
the community.

Long-term (5~10 years):

o Continuously conduct and expand community
involvement and social welfare activities to
increase the social influence of the Group.

To ensure the effectiveness of the Group’s ESG
strategies, the Board will review the identification
results of key ESG issues of the Group annually to
ensure that the Group’s ESG strategy covers key ESG
issues. The process of determining materiality will be
guided by the following principles:

o Incorporation of opinion from key stakeholders to
identify ESG issues of concern to key stakeholders;

° Incorporation of opinion from operating
management to identify ESG issues that have
material impact on the Group’s business; and

o Review of ESG issues that are highly concerned
by key stakeholders and have material impact on
the Group's business by the Board to identify and
determine the Group's key ESG issues.

In 2020, the rapid development of 5G and the
Internet of Things continues to raise the market
demand for security smart card chips. “Development
of security chip” is a key issue of continuous concern
for the Group. In addition, the Chinese government
has announced that it will strive to achieve carbon
neutrality by 2060 and the Ministry of Ecology and
Environment of China has announced that it will
accelerate the establishment of a national carbon
emissions trading market during the “14th Five-Year
Plan” period, which may have an impact on the
Group’s suppliers. Therefore, the Group will also
continue to be concerned with the issues of “use of
energy and climate change” and "environmental and
social management for suppliers”.
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2.3 Target outlook

The Group has proposed quantitative performance
targets in areas such as greenhouse gas emissions,
waste generation and use of energy. The Board reviews
the Group's ESG performance and achievement of ESG
performance targets for the previous year in the first
quarter of each year to ensure that the Group’s ESG
performance is disclosed in the ESG report, so as to
promote the achievement of ESG performance targets.

Looking ahead, competition in the domestic and
international integrated circuits industry will become
more intense, and the arrival of the 5G era and the
continued deepening of artificial intelligence (“Al") will
bring new development opportunities to the Group.
The Group will strengthen research and development
and innovation capabilities building to provide
customers with more high-value products by increasing
the use of new technologies such as 5G and Al.

The global spread of the COVID-19 pandemic will also
bring a degree of uncertainty to the overall macro
environment in the future. The Group will remain
vigilant to the development and status of COVID-19,
continue to assess its impact on the Group’s business
operations, and take necessary measures to mitigate
its business risks, including protecting the health and
safety of its employees and the community.

In addition, Global Risks 2020 Report released by the
World Economic Forum states that environmental risks
will be the world’s most significant risk in the next
decade. The Group will continue to focus on green
operations, reduce operation emissions and enhance
resource efficiency, and work together with key
stakeholders to build a green and bright future.
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3. CORPORATE SOCIAL RESPONSIBILITY
MANAGEMENT

3.1 Corporate social responsibility
philosophy

The Group is principally engaged in the business
of design and sale of integrated circuits chips. The
integrated circuit chips design operation comprises
the design of security smart card chips and the
development of application system.

The Group has all along been insisting on developing
the information industry and safeguarding of
information safety as its own responsibility. By adhering
to the “be innovative in electronics of China, lead the
information in the future” responsibility philosophy,
and incorporating it into the Group’s strategic and
operational practice, the Group seeks to maximise
the comprehensive benefits of economy, environment
and society, and strives to realise the ESG vision of
“Innovation empowers green practices, for a bright
future”.

The Company has complied with the “comply or
explain” provisions set out in the Environmental,
Social and Governance Reporting Guide as set out in
Appendix 27 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
for the year ended 31 December 2020. Details of the
corporate governance practices of the Company are set
out in the Company’s 2020 Annual Report.

3.2 Participation of stakeholders and
analysis of key ESG issues

The communication with and the participation of
stakeholders are important components of the
sustainable development of enterprises. The Group
operates principally in the People’s Republic of China
(the "PRC"). The key stakeholders of the Group are its
shareholders, customers, employees, government and
regulatory authorities, business partners, communities
and the public as well as the ecological environment.
Through communication with its stakeholders, the
Group understands their expectations and advices, so
as to provide guidelines for the Group’s operational
decision-making and make more positive contributions
to sustain the industrial and social development.
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TEMEEERE

In 2020, the Board analysed the materiality of various 2020 - EFEHNAXHERERERBLES
ESG issues with reference to peer practice and expert WA BEASELEERMBR  EZMNR
opinions, in accordance with the Group's actual HMEAFSEE ITANAEEEBREETERENS
operations circumstances, issues that are highly B oOMBEESGEBNEEZ M - #Al KEEAR
concerned by key stakeholders and have material FENEZSGEE  WEARERHZEETE
impact on the Group’s business, identified and HmREITEREIE -

determined the Group’s key ESG issues, and gave a
salient response to these key issues in this report.

ESG issues Materiality analysis Corresponding section
ESGEE BEMSM HEZE

Emissions Exhaust and The Group is principally engaged in the |7.1 Green operations
B greenhouse gas  |business of design of security smart 7.1 HBEE

emissions card chips and does not involve in

BERMBE manufacturing. Apart from greenhouse

R TER gases, non-hazardous wastes produced

Cause water and | In Offices (such as waste paper), anda |7 1 Green operations

land pollutions small number of waste toner cartridges, |71 @& &iE

M7k % +#Ess | the Group does not produce significant

exhaust emissions, cause water and ;
Hazardous and land pollutions and generate hazardous 7.1 Green operations
non-hazardous P 9 7.1 4RBEE

. wastes during operation.
s m oy | EEBOEEX G AR ERRZRIA 2
S R et R BERA TS RAE - BAE
B WABRGELNESERY (0
65 AR D BEERPES - AR E R
BRI EE A BERASN - KR
LS UREAAERED -
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TtEHEEERE

Materiality analysis

Corresponding section

ESGEHE EEMSM HEZH
Use of resources Use of energy and | The Group consumes energy during 7.1 Green operations
BEEHR climate change operation (including electricity, natural 7.1 KRB EE
BEVREFAER(R | gas, and fuel consumed by vehicles
21t for office use). Effective management
of use of energy can reduce the
Group's operating costs as well as the
greenhouse gas emissions from use of
energy.
REELEREQHRER(BEE
RAR - R ABENFEH) - BRHEE
REREREHFERNEENE LA -
() 5 0, B2 8 A [ BRI {3 R E AR 0O = SR B8
HERL -
Use of water The Group consumes both water|7.1 Green operations
resources resources and packaging materials used|7.1 4k & &
KE TR A in finished products during operation.
Packaging Managing the use of resources can help[7 1 Green operations
materials used in | t0 reduce the Group’s operating costs|; 1 4@ &5
finished products |@S well as the Group’s impact on the
IR ST @ g |environment.
] AEE 2 EBEREEFEKERIAKEK
mATABNBEME - BEREAEEEHRN
PR EBE) S EAR - R BRI
DREEHRENTE -
Environment and natural resources In the process of smart card chips|7.2 Green products
BERRAARER manufacturing, suppliers who work with|7.2 4% @& &
the Group will exert impacts on the
environment and natural resources.
EEERCARERRETRAEESED
HERSHRERRAARERELTE -
Employment and Employment Employees are an asset to the Group and|5.1 Employment and
labour practices &% a driving force for the Group to innovate employee benefits
EEREIES persistently. Therefore, the rights and 51 BEKREIERF
Health and safety benefits, health and safety, training and 5.3 Occupational
BEREE development of employees are all key health and safety
areas of work of the Group regarding 53 BEBRERES
Training and ci)rpora\te\social respgnsibility. ) 5.2 Training and
development %I%ﬁi???%még ' EH%§$% - development
= B R T\E/ﬁfl@ﬁ%”%ﬁﬁ’\ﬂ?iiﬂﬁ ° Bt - STk 52 IR R
FEE & HREF  RERZ2  SURBELAR>C TN
AEBERPEMEEETENEETE -
Labour standards | Child labour and forced labour are 5.1 Employment and
& TR prohibited by the laws and regulations of employee benefits
the place where the Group operates. 51 BEEREIRH

ZIEEREINARABHETRAEERE
BHERERBENR ©
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ESG issues

Materiality analysis

Corresponding section

ESGEHE EEMSM HEZH
Supply chain Management of | The management of supply chain not 6.1 Supply chain
management environmental only can help the Group to avoid management
HrEEERE and social risks of |environmental and social risks, but is also|6.1 fEHEEIE
the supply chain |crucial to the Group’s product quality.
HEBRRBRT S | HEENEE MEREH RSB R B IR
F\fz & 72 EhaesEORR  BHAEENER®
EEZMEZ2-
Product Development of | The rapid development of 5G and the 4.1 Information safety
responsibility security chip Internet of Things continues to raise 41 ERELE
EmEE ZRNR R the market demand for security smart
card chips, and thus the importance of
development of security chips to the
Group's business continues to grow.
SGMYE AN & RERTEIRATISSH
BRRRZ2ERAFER A2
j;ﬂ%é%ﬁﬁéﬁ%%ﬂ‘%ﬁ@%%’lﬁmET\%ﬁi
D o
Quality of Effective quality management and 4.2 Quality
products and customer service are the foundation for management
services achieving sustainable operation of the 42 EEEE
Z= o MRS HE £ | Group.
BRHNEEEEEERBERASEEER
AR ER LR
Intellectual The daily operation of the Group involves|4.1 Information safety
property the use of intellectual properties owned [4.1 8% %
management by customers, suppliers or the Group.
MBEREE Therefore, to protect the intellectual
properties of the Group and business
partners, and to avoid infringement of
others’ intellectual properties are all key
areas of work of the Group regarding
corporate social responsibility.
AEENATFLERSPLRIERBEE
HERMKAEE S FHEBOMBERE -
bt REBFREBRHNONBERE R
Ry IERILMARMBEE RAEE NG
FHEEETENEEIE-
Information The daily operation of the Group involves|4.4 Customer service
safety and privacy | confidential information of some of its  |4.4 EERER%
protection of customers and business partners.
customers AEENAREEPE LRI ERER
BEEELE B | EBRANKREER -
TR
Anti-corruption Anti-corruption Anti-corruption is a key safeguard for the|6.2 Anti-corruption
R&ES practices healthy and sustainable development of [6.2 KRE&)5
RESER the Group's business.

REGEAEEEBRREE  AIHEERN
EE2RE -
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ESG issues
ESG==E

Materiality analysis

EEMIN

TEHEEE®RSE

Corresponding section

= B/ 48R
ERE -

have considerable impacts on the
Group’s development.
AEFETELEMHRETEANM  2EE
WHENREERERHASENERE —

Community Community The Group mainly operates in the 8.  Community
investment welfare Mainland China. Servicing the needs and investment
HERE e A development of the local communities |8. #&EIEE

3.3 ESG working group

The Group has established an ESG working group as
the ESG manager and coordinator, which is headed
by the managing director of the Company and deputy
headed by the general manager of Huada Electronics.
The ESG working group is mainly responsible for
implementing ESG-related tasks to all relevant
departments and reporting the progress of the ESG
work to the Board on a regular basis.

The duties of the ESG working group are set out in the
section headed “Environmental, Social and Governance
Management Statement from the Board” of this report.

4. PRODUCTS AND SERVICES

The Group regularly reviews the management systems
regarding areas such as safety, advertisement, labels
and privacy of its products and services by adhering
to the “innovate through reform and cherish integrity
towards the world” operation philosophy, and with
reference to the Standardisation Law of the People’s
Republic of China, the Intellectual Property Law of the
People’s Republic of China, the Product Quality Law
of the People’s Republic of China, and the Advertising
Law of the People’s Republic of China as well as
the industrial policies, and continues to improve the
corresponding information safety management system,
product quality management system, intellectual
property management system and customer service
system. In 2020, there was no litigation against the
Group or violation of laws and regulations by the
Group in relation to the safety, advertisement, labels
and privacy of its products and services.

3.3 ESGI e/

REBEKY TESGIE/NAEBESGE 12 B 17 73
E BARRERAKLBEETIER THEARS
FERBEFRMAR ESGLENEZEZAEK
ESGHEBEBREZEDSHEBEIM X EHRES
SERESGLIEER ©

ESGTHENMEBEHRNAREFTERIEFTENIR
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4.1 Information safety

As the practitioner and promoter of the smart card
chips design industry in the PRC, the Group regards
maintenance of information safety as its own
responsibility, concerns with the laws and regulations
regarding information safety management such as the
Requirements for the Management of Safety Production
of Electronic Information Industry, the Safety Protection
of Computer Information System Regulation of the
People’s Republic of China, the Network Security Law
of the People’s Republic of China, the Regulations for
the Management of Commercial Cryptographic, etc.,
focuses on autonomous research and development
of security smart card chips while building a safe
operating environment, and be the cornerstone of
China’s information technology modernisation and
information safety.

The Group established an information safety
management system by adhering to the Group’s
information safety approach of “catering for demand
for safety through system protection; seeking for
sustainable development through the involvement of all
staff”, with reference to the requirements of standards
such as the Information Technology — Security
Technology — Information Safety Management System
— Requirements (ISO/IEC 27001), the Information
Technology — Security Technology — Practical Rules for
Information Safety Management (ISO/IEC 27002), etc.
It also set up an information safety management team
to coordinate information safety management work
and ensure stable operation of the information safety
management system.

In order to further consolidate and raise information
safety performance, maintain the effective operation
of the information safety management system, Huada
Electronics established the information safety target
and the ancillary management requirements to assist
external suppliers to improve information safety
management. In 2020, online information safety
knowledge learning and quizzes for employees were
organised to raise their information safety awareness.

14  china Electronics Huada Technology Company Limited
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J Development of security chip

The Group focuses on the business of design of security
smart card chips. As the practitioner and promoter
of the smart card chips technology in the PRC, the
Group owns the globally advanced and domestic
leading security attack and defense technology,
covering the protection technology at levels such as
the system level, algorithm level, circuit level, layout
level, etc., with technologies such as side channel
attack, malfunction-injection attack, physical attack
technologies, etc., and forming a set of comprehensive
safety management system.

A number of high-end security control chips of the
Group was accredited with security certification such as
the domestic EAL4+ Certificate, international CCEAL6+
Certificate, EMVCo Certificate, etc., which lead the
domestic security chip technology, attain international
level, and demonstrate China’s “Smart Card Chips”
capability.

In addition, the Group actively participates in the
formulation of industry standards for various types
of security cards and smart card chips, and some
of these standards such as the Implementation
Guidelines for Production and Protection Capacity
Building of Commercial Cryptographic Products and
the Implementation Guidelines of Production Capacity
Assessment Criteria for Commercial Cryptographic
Products have already been issued.

e  Safe operating environment

While focusing on the development of smart card chips
with high security and high reliability, the Group also
pays attention to the safety of physical environment,
that is, protecting computer network equipment and
facilities from being destroyed by accidents such as
earthquakes, floods, etc., as well as human acts.
The Group formulated a series of physical security
management system, such as the Physical Security
Control Procedures, the Security Facilities Management
Measures, the Central Control Room Control Code,
the Security Officer Management Measures, etc., for
protecting the design and development of security
smart card chips.
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TEHEEERSE

In 2020, the Group revised the Physical Security
Control Procedures, which involved adjustments to
the control methods for external visitors and the
layout of security facilities. In addition, based on
the international CCEAL6+ certification approval
requirements, the Group information safety audits on
four suppliers, and requested the suppliers to improve
on the issues identified during the audits and complete
the improvement on schedule to ensure the Group's
smooth acquisition of the international CCEAL6+
Certificate.

J Development of smart card chips with
autonomous intellectual properties

As the core of electronic information industry,
integrated circuit is playing an increasingly important
role in areas such as promoting economic development,
social progress, protecting information safety, etc. With
information safety rising gradually to become a national
strategy, the Group will continue to follow the pace
of national development, focus on the development
of electronic information industry, continue to launch
domestic-made smart card chips with autonomous
intellectual properties, and keep on accumulating core
technologies.

While strengthening its internal management, the
Group develops diversified products so as to provide
better professional smart cards and embedded security
chips and related solutions. At the same time, the
Group also strives to promote domestic-made smart
card chips which are widely used in sectors such as
financial payment, social security, resident health,
public transportation, telecommunication, network
authentication, identity authentication, Internet of
Things, etc.

The Group has actively conducted application for
government innovation projects. In 2020, the Group
conducted innovative research and development
on projects such as “Smart Traffic Series’ Security
Chips” and received project-funding support from the
government.
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4.2 Quality management
J Quality management system

The integrated circuits design operation of the Group
comprises the design of smart card chips and the
development of application system. The Group is not
directly involved in aspects such as manufacturing,
assembling, transportation, etc., albeit adhering to the
tenet of “zero defect” in provision of products and
services to customers as well as the quality approach of
“catering for customers demand through continuous
innovation; seeking for customers’ satisfaction
through the involvement of all staff”. The Group
advocates comprehensive quality management with
the involvement of all staffs, striving to control and
improve continuously the entire process of production
of products.

The Group established corresponding management
measures for aspects such as product design and
development, risk control, outsourcing production
control, and performance evaluation, in accordance
with the requirements of ISO 9001 Quality
Management System, so as to meet the customers’
demands for diversification, personalisation and
refinement through systematic management.

In 2020, the Group conducted internal quality audits
in accordance with the requirements of the ISO 9001
Quality Management System. In view of the problems
identified in the audits, the Group followed up with the
corresponding responsible departments and personnel,
analysed the causes and formulated and implemented
corrective measures.

TEHEEE®RSE
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TERMEEEERS

Product design
and development
EmR =R
Formulated the HED
Smart Card Chip Product
Development Process,

the Embedded Software
Product Development
Procedures and supporting
documents for different

types of products.
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Quality management system
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Risk control
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Identify, assess and
respond to quality risks in

aspects such as production,

research and development
in accordance to the
requirement of the Quality
Management System Risk
Management Control
Procedures

Outsourcing
production control
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Selection, evaluation

and re-evaluation of
suppliers in accordance

to the requirement of the
Production-type Purchasing
and Outsourcing Process
Contro\ Procedures.

Established inspection
operation guidelines for
different types of products
to control the quality of
outsourced processing
products.
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Performance
evaluation
VPR

Organise regular
management system audits
to ensure the effectiveness
of the Quality Management
System

TE HA 4B A3

Issue “Departmental
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For substandard products found during operation,
the Group will deal with the substandard products in
accordance with the requirements of the Substandard
Products Control Procedures, while arrangements will
be made for the responsible departments to analyse
the reason for the generation of substandard products,
formulate rectification and preventive measures, and be
responsible to follow up on their implementation and
the effectiveness of these measures. In 2020, there was
no occurrence of any recall of the Group’s products
sold or delivered due to safety and health concerns.

For the management of product labels, the Group
formulated labelling requirements for information such
as product model number, product lot number, product
guantity, time of processing, origin, etc. with respect
to the packaging specifications for products such as IC
card, smart card, etc.

J Quality inspection procedures

The Group conducted quality inspection on products
such as wafers, modules, cards, circuits, etc., that
are researched and developed autonomously with
procurement and processing outsourced in accordance
with the requirements in respect of the quality
inspection operational process imposed by its quality
management system. Inspections are performed
by professional inspectors in accordance with the
inspection specifications and practice guidelines, and
by using professional inspection equipment, so as to
avoid the delivery of substandard products. In addition,
the professional high-precision instruments used for
quality inspection are calibrated regularly to ensure the
accuracy of the inspection result.

° Quality culture

The Group held quarterly quality meetings in 2020 to
provide attendees with a comprehensive understanding
of the product quality problems and the causes through
regularly compiling and reporting on quality problems
and treatments, so as to guide and raise employees’
quality awareness.
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TEHEEERSE

In addition, the Group required employees to complete
online quality knowledge quizzes during the “quality
month” in 2020 and invited external professional
lecturer to provide IATF 16949 standard training for
employees.

4.3 Research and development innovation,
and intellectual property protection

The Group attaches importance to original innovation
and collective innovative capabilities, scientific
discovery and technology invention, and through
incentive measures encourage employees to actively
apply for intellectual properties and publish academic
papers, etc. Huada Electronics has established
awards such as the Technology Contribution Award
and the Technology Innovation Award, etc. to
commend employees for their significant research and
development innovation achievements. In 2020, 14
and 8 employees received the Technical Contribution
Award and Technical Innovation Award, respectively.
In addition, Huada Electronics has launched the
“product and technology innovation thinking training
and creativity commercialisation” training, aiming
to cultivate research and development personnel’s
innovation awareness. As at 31 December 2020, the
Group owned 436 patents.

The Group conducts patent retrieval and infringement
analysis at all stages of research and development, and
regularly monitors patent information of other parties
to reduce the risk of infringing others’ intellectual
properties. Moreover, the Group conducts intellectual
property training for employees every year. In 2020,
Huada Electronics conducted training activities such as
“intellectual property fundamentals, patent drafting
training”, etc., to constantly raising employees’
awareness on intellectual property protection.

The Group respects intellectual properties and regulates
the usage of intellectual properties from customers
and third parties. It also keeps all its business partners’
product’s technical information strictly confidential.
Moreover, the Group concerns about the protection
of its own intellectual properties, and issued the
Intellectual Property Management Measures for the first
time in 2003 and continues to improve and amend it.
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The Intellectual Property Management Measures
explicitly defines the responsibilities and working
procedures for all departments and personnel, and
states the detailed requirements regarding the
assessment, searching, retrieval and analysis of relevant
intellectual properties during the technology research
and development process, contract filing management,
intellectual properties ownership, protection and
application of intellectual properties, training and
awards. The Intellectual Property Management
Measures facilitates the formation of innovation
mechanism, and creates a regulated sound environment
with rules and precedents to follow for the developing
of intellectual properties.

4.4 Customer service
J Customer service system

The Group adheres to the “users first and customers
foremost” philosophy and builds a sound customer
service system to provide more convenient and better
quality service to customers. In addition, the Group has
site engineer teams with strong technical knowledge
to provide immediate professional technical services
to customers to solve their technical problems before,
during and after a purchase.

Customer Complaint Procedures are formulated by
the Group to assist customers to solve any issues
encountered after products are sold and during usage,
and any feedback from customers will be used for
continuous raising of service and product quality.
In addition, depending on the issue raised by the
customer, the Group will organise respective specialists
from the failure analysis team, product research
and development and design team, production and
processing professional technical team, sales service
team, technical support team and project management
team to work together to analyse and identify the
fundamental causes of the issue, formulate rectifying
and precautionary measures, ensure the effectiveness
of such measures, and follow up the customer’s
subsequent usage.
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TEHEEERSE

As for customers’ information safety and privacy
protection, the Group formulated the Technology
Confidentiality Agreement Management Measures
and the Confidentiality Management Requirements,
and employees are required to keep trade secrets of
the Group and customers in strict confidence, so as to
ensure information confidentiality for both sides during
business interaction between the Group and customers.

o Customer satisfaction survey

The Group attaches importance to customer
satisfaction survey and through the survey identifies
key factors affecting the satisfaction of customers
so as to enhance the quality of its services and
products. The Group sends out customer satisfaction
guestionnaires to customers each year to understand
aspects such as customer’s satisfaction, opinion and
suggestions on products’ or projects’ design quality,
service quality, and pace and capability in handling
issues arose, and Customer Satisfaction Surveillances
and Measurements Evaluation Report will be prepared
summarising feedbacks from customers and passed to
respective departments for continuous raising of service
standards.
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Statistics on product and customer service key performance indicators

ERREEREEHEBRERERST

2020 2019
Indicators 2020F E 20194 &
Number of customer complaints received BEERRFEH 101 116
Percentage of customer complaints dealt with (%) AR R IE R (%) 100.00 100.00
Customer satisfaction (%) BEHEE(%) 95.40 96.35
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5. EMPLOYEES

The Group regularly reviews and improves the
management systems regarding aspects such as
employees’ rights, remuneration and benefits,
recruitment and promotion, training and development,
working environment and occupational health,
child labour, forced labour, etc. by adhering to the
“responsibility orientated, attaches importance to
competent and rewards linked with performance”
talent philosophy, and with reference to the industrial
policies as well as operational location’s laws and
regulations relevant to employment such as the Labour
Law of the People’s Republic of China, the Work Safety
Law of the People’s Republic of China, the Women'’s
Rights and Interests Protection Law of the People’s
Republic of China and the Regulations on Paid Annual
Leave for Employees. In 2020, there was no litigation
against the Group or violation of laws and regulations
by the Group in relation to employment, occupational
health and safety, child labour and forced labour.

5.1 Employment and employee benefits
o Employment and employees’ rights

The Group attaches importance to attracting and
fostering of talents, protecting employees’ equal
rights in areas such as terms of employment, training,
promotion, remuneration, etc. and ensures no
discrimination against any person on grounds such
as gender, marital status, disability, age, race, family
conditions, nationality, religion, etc. In addition, the
Group resolutely prohibits child labour and all forced
labour, so as to comply with the relevant laws and
regulations.

The Group formulated the Administrative Management
System, which clearly sets out the management of the
recruitment and dismissal of employees. The Group also
formulated the Code for Employees, which covers area
such as the standards of daily behaviour, attendance
management, management of sick leave and other
leave, performance management, remuneration,
benefits, employee training, etc.
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The Group encourages employees to introduce talents
with competitiveness. Employees introduce talents
according to the demands announced by the Group
periodically, so as to assist the Group in identifying
talents who will benefit its development, enhance the
strength of the Group and enlarge its talent pool.

In addition, the Group established an e-HR human Il oh $%§$IT?§;’£\’§%§IE’M HRAHE
resources information system covering all employees, BREERS  REBIEH - HFIl - FMENTE
featuring online management of employee’s HER -

promotion, training and remuneration, etc.

Overview of the employment and employee's rights system
BREREIRZHEHRE

Recruitment and dismissal

RN EE

Work hours and leave system

THRRAKRE

Remuneration and benefits

FMEER

v Recruitment: New
employees are recruited in
accordance with the principle
of "openness, equality,
competition and on the basis
of merit".

VIERE BRI FF 5
F o EBEINRABESEAN
BT

v'Work hours: Work hours meets
the requirements of operational
location’s laws and regulations.

VIR TEREFEGEEERE
REWEK -

v'Remuneration: The remuneration
of each position is determined
with reference to market level
and adjusted accordingly after
considering the value and
contribution of such position.
VI 2EMBKTERREUIETM -
A B & R i i B 1B N B B 3 B E
TEEMHAE-

v Dismissal: Employees are
dismissed in accordance with
the related requirements
in the Code for Employees
and in compliance with
operational location’s laws
and regulations.

v/ EREE IRIRC(B ST J>>$E|Eﬁ%ﬁ
TEEREE - WHEEEMARE

I

v Overtime work: Employees are
entitled to pay or time-off in
lieu for overtime work. Overtime
work compensation meets the
requirements of operational
location’s laws and regulations.

VI : B TZHMIEE L IEFE K
R I ERN S EEMEARE

WEER o

v/ Social insurance: Various social
insurances are purchased for all
employees in accordance with
operational location’s laws and
regulations.

VIEERE ER **@iﬁz/ﬁéiiﬁﬁ
PRETIHAMZTELERR

v/ Leave system: Paid annual leave,
marriage leave, bereavement leave,
maternity leave, sick leave, etc., are
provided pursuant to operational
location’s laws and regulations.

VIRR  mEHEARR R REB £
ER AREFREEMERERER
,f/\ <

v/ Benefits: Employees are
provided with various benefits
such as annual body checks,
supplementary medical insurance,
etc. in accordance with the actual

circumstances of the Group.
VER  HEAEEERBARET

REZEERN @ WFEE®S KT

BERRE -

24

China Electronics Huada Technology Company Limited




Corporate Social Responsibility Report
TtEHEEERE

Statistics on employment key performance indicators

EIEAEERARERGT

2020 2019
Indicators B 2020 E 20195 E
Number of employees BT A 378 361
By gender: Male =R - S 239 221
Female pegid 139 140
By type of employment: Permanent ZIERER g5 R 364 351
Secondment 25 75 I 4E 14 10
Part-time g 0 0
By age group: > 50 REEAER 505% A k£ 17 19
30 to 50 30E505% 315 292
< 30 305 AT 46 50
By geographical region: Mainland China  1&Z#[& : B A D 376 359
Overseas' isZIN 2 2
Employee turnover rate (%) BT RAR (%) 10 12
By gender: Male =R - S 10 12
Female pegid 10 13
By age group: > 50 BEwAER 505% A k£ 0 10
30 to 50 30E505% 10 12
< 30 305 AT 15 15
By geographical region: Mainland China  1&Z#[& : B A D 10 12
Overseas' isZIN 0 33
Note: B 5E -
1. Including Hong Kong, Macau and Taiwan. 1. 2EE RBRAKAE-
e Employee communication and caring o EBIEHAKEEZ

An effective employee communication is crucial to
the formulation of decision-making and enterprise
development. The Group strives to build an open
working culture, and strengthen the communication
between employees and management. It also sets
up various communication channels to understand
employees’ opinions, so as to create a frank and an
open communication atmosphere.

ERMBETABBYRRHE CXBREME
E o REBHNZRFABOHTEN L - X MRE
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MEIWMER  2EBEHFAROEBEFE -

FEEFEANEERAA 25



Corporate Social Responsibility Report

TEHEEERSE

The Group cares and supports every employee who is
in need. Through proactively conducting multi-level and
multi-channel employee caring activities, the Group
ensures paying visit for those employees suffered
from injuries and sickness, attending employees’
wedding ceremony and funeral ceremony and helping
employees who are in difficulties, as well as the Group
conducts consolatory activities on public holiday strictly
in accordance with the relevant requirement of the
China Federation of Trade Unions. Huada Electronics
formulated the Trade Union Expenditure Management
Measures, stating the detailed requirements on
expenditure such as consolation money and support for
employees who are in difficulties. As for the caring for
female employees, Huada Electronics has set up nursing
rooms, and subsidised the vaccination for female
employees.

Overview of caring activities for employees in
2020

< "Sending coolness” consolatory activity in summer,
providing employees with cooling consolatory
products to prevent summer heat.

< “Sending warmth” consolatory activity in winter,
providing employees with consolatory gifts for
keeping warm.

Overview of employee activities in 2020

< Photographic and painting competition titled “The
most stunning Huada”.

< "Extraordinary goddess day” activity, providing
female employees with holiday consolatory gifts.

<> Table tennis and badminton competition.

<> Visiting the Forbidden City in Beijing.

26  China Electronics Huada Technology Company Limited

AEEBELESIHESNEEEPNET - &5
ERBEEHAREZERN ZRENBIWEE
B MEGRMEE - BENG EMREE T
WﬁFWEV¢IﬁIAmEWﬁE FRIATE
BBRAEMESD EAEFHET(IEKEE
ﬁ%&>.ﬁ;lﬁﬁ RESTERENKES
EMTHART EXEIEEIE EAET
RETHEZE UTALXBIEBEREREEED-

200 EETHEETI/ERE

$ ER[XRBRIBREES mE ILBMH2E
B R e

$ RB[FBEIFEESY A8 THMHER
B

2020 EE T EEME

¢ [REXEXRIBFRELE -

$ [ RNFEABLRE]EE - M8 TEMRE B
Mm@ e

$ EEIR-PERHE-

¢ 2ElRiE -



Corporate Social Responsibility Report

A\ ZAAY E
CEHSETIRE
5.2 Training and development 5.2 FlRER
e Employee training o ST
Facilitating employees’ growth provides impetus fREB T E’JWEEE%%E&E’J@UJ/ R o $%
for corporate development. The Group’s employee HEEITEINDARRAR  HFARKRBEA=R
training is divided into three levels, corporate level, GIES *E‘%HHEE/\ 2BPT - NERE A I ZZD?FE
departmental level and individual level. The corporate 8T éﬁ%&?i\g‘?x =l - BRPTARIE I
level trainings focus mainly on cross-departmental and 1 JEE\ BRI - EHHIEXT A LR
internal all-purpose training, such as new employee EABIERATMENBRAT ©

training, quality and safety requirements training, etc.
Departmental level trainings focus mainly on enhancing
knowledge and skills in departmental professional
areas. Trainings for individuals act as a useful
supplement to the above two.

Every employee of Huada Electronics is entitled to an EREFEIBABFZIEARZAEAEIE
individual training allowance of up to RMB3,000 per B - BEFAZ=REAREK3,0007T - AJLABRAR
person per year starting from the 13th month onwards. EEEENBIRER - jZEE BIHEFEEER
Such allowance can be used for trainings as designated BB ECBREERSERLANER -

by the Group, or can be used in relation to employee’s
job-related trainings at his/her own choice subject to
prior approval by the Group.

Huada Electronics formulated the Training System, ERETHIETEINHE) **JII*E%'JLA&
which covers area such as types of training and MR - BINE M - NERE JH.:%Efﬁ WA - I
effectiveness assessment, training implementation, %lJXET HERBRLAEGE  KLBIM - AHEK
internal training instructors, etc., as well as formulated XL EBUARENFEENEE -

the four major categories, namely system, and rules
and regulations, experience exchanges, knowledge
and skills, and cultural awareness, to be covered in the
annual training programme.

Overview of employee training activities in 2020

2020FEB T
Training project Objectives
ZHE R B
e “Partnering with wisdom and integrity e Help new employees to understand the company’s profile,
and work together for our future” new rules and regulations, etc., so that they can adapt to the
employee training working environment and integrate into the team more
o [EHBMH HBIKRKIFHEITFI quickly.
s EMHMBEIEEARMR REGESF EHERBEEL
YEIR IR LA R b A B FX o
e “"Empowering management - eight key e Help employees to enhance their leadership and
moments in management” managerial capabilities.
o [EEME—EETH/\EBRKA] s ENEIRMEZRNNEERES -
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TEHEEERSE

Statistics on employees’ training key performance indicators

STRIERRAREARERGT

2020 2019
Indicators BE 20205 & 2019F &
Employees’ training coverage rate' (%) BTEINBEE (%) 92 93
By gender: Male wMHRl . BM 63 62
Female gl 37 38
By grade:  Senior management BB ARERE 2 2
Middle-management PREIRE 11 11
Grass-roots employees AEEET 87 87

Employees’ average number of hours of BETHET AEESIE]
training per person per year RN 32 35
By gender: Male MR 31 35
Female g 34 34
By grade:  Senior management BE&R . ARERE 63 85
Middle-management PRERE 58 70
Grass-roots employees EEET 29 29

Note: B 5E
1. The calculation of employees’ training coverage rate by gender 1. R RARIAE T EE X E 750202056 #

and grade has been adjusted in 2020 to (number of employees
in a particular category trained/total number of employees
trained) X 100%. Data in 2019 has also been adjusted
retrospectively in accordance with the current calculation
method.

J Occupational development

The Group implements a qualification management
system and establishes an occupational development
channel to provide an important basis for employee’s
promotion and salary increment. The Group implements
dual channel development path for the technicians that
accounts over 60% of the Group's total headcount.
The technicians are divided into six grades, those
who have reached grade four can select either the
management line or the technical line. In the technical
line, they can become technical expert, system
engineer, etc., and in the management line, they can
enter into the administrative management or project
management area.
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5.3 Occupational health and safety

J Production safety management

TEHEEE®RSE

53 BERERRE
. HPUEEH

The Group has all along been insisting on the REBBRKBEIZ2F— B AX K468
“safety first, focus on prevention and manage BINEZRES  MHREARKNMBELZEZEEE)
comprehensively” safety philosophy, managed RRA - LURBLZ2RERER - A KB
production safety with reference to the principle of BALRENEEREEERELSAETREIE -
the Production Safety Law of the People’s Republic of

China, and by focusing on tackling the potential safety

risks, and targeting at preventing and avoiding the

occurrence of material safety incidents.

In order to ensure safe operation throughout the year, REREFLEDEE  EREFR202004848 8
Huada Electronics launched safety topic trainings, Iﬁ)ﬁﬁii% Al BB BUBAR - LA KR TS
fire evacuation drills, elevator escape drills, etc. for HERZEREES -

employees in 2020.

Overview of safety theme training activities in 2020

2020FEREFEEIEHME

Training project Objectives
EINEE =R:Y)
e Cardiopulmonary resuscitation (“CPR") e Learn CPR, first aid dressing, and how to use the nearby

o DLFTERE

items for handling of emergency.

. ﬂ%/bﬁﬁi?ﬁﬁ‘%%{@% VA Ko n {e] 52 R | 3 69 4D G #E 7T

e Natural disasters e Understand the characteristics of natural disasters such as

e BAKE tsunamis, earthquakes, severe weather, etc. and learn how
to save oneself and others in case of natural disasters.

o BRFRGW - iﬂfﬂﬁ%\%ﬁi@%“*ﬂ’]ﬁ% Eppea=
AKEBRERNMETERRERK -

o Traffic safety e Learn how to save oneself and escape in case of

o WBEE emergency when riding on airplanes, undergrounds, public
transportation, etc.

o BEERYRKE -l AHXBIASHBINEZER
BAfRTETT B R B L A o

Statistics on employees’ occupational health and safety key performance indicators

ETHERERZ2HARBENIERGRT

2020 2019
Indicators BZ 2020 2019 %
Number of work-related fatalities A TIEBEMLT AR 0 0
Number of work-related injuries TEEREER 0 0
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J Quality working environment

Quality working environment has a direct impact on
the physical and mental health and work efficiency
of employees. Based on the “people-oriented”
philosophy, the Group is committed to provide and
maintain a warm, comfortable, healthy and safe
working environment for employees. Huada Electronics
has set up a library and a recreation area in its office,
so as to create a quality office arena. The Group has
equipped with safety packs in the offices, clearly
set out the requirements for safe use of electrical
appliances, installed new ventilation system, etc. for
new office in response to the air quality conditions
in Beijing. In addition, the Group purchased traffic
safety insurance for employees (such as insurance for
employee travelling on planes, cars, etc.) to provide
coverage for safe travel.

e Anti-pandemic actions

The COVID-19 pandemic in 2020 was severe and
complex. The Group at the first instance established
the emergency response management team for the
pandemic of infectious diseases and formulated
systems such as the COVID-19 Pandemic Preventions
and Control Measures, Infectious Diseases Prevention
and Control Emergency Plan, etc. which involved the
management of prevention and control measures,
supply of prevention and control materials, etc. These
measures have enhanced the safety awareness and
protective capability of employees, reduced the impact
of COVID-19 pandemic on the safety of employees and
the Group’s operations.

s BHIERE

BENTERRUETINGLRERTIERX
HEEEERE - AEEERNUAR/KINER
BHORBTREMERLR FE REMLE
MTIERE - EABFTHEERARBARE TE
EERNER  CEEERATH - AEEER
REARBLZE2E  ARAETLEEAESRNE
Ko WEHHIERROEREENN  EHHA
ERRMERRF - I AEERETREEE
mRBEERE (HIAE TRLRE - TEED
R - BRREBEIREHRERE

. B
20205 M HBRBESHHERIL LS - AREE—
B RIBK T T (B P IR R SR S -

BTG ERBESRBEHERE) (EREH
RRESBR)FHE - r R ISR - HEYNE
HEFNERE - FLEHIERE THREBEAM
PreEre ) BAOFHAEMMERBHE IR R
MASENEEERNTE

COVID-19 prevention and control measures
B SR 9 B R 6 e

e Employee health protection e Arrange for employees to work from home.
o BTIfERIRE o THEBTHITERMA -

e Provide employees with masks, safety goggles, etc.
anti-pandemic materials regularly.
e REITHRMNOE EEHHESENEYE -
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TtEHEEERE

Workplace prevention and control
T eSS PR 12

e (lean and disinfect workplaces, strengthen employees’
personal protection awareness.
o ITHEGMBRES BILEIEANESH -

e Report the health status of employees to the emergency
response management team for the pandemic of infectious
disease daily.

. HRAERRRERESRIERE/ NERE B TREREANR °

o Compile office prevention and control procedures and
communicate pandemic prevention measures in a timely
manner.

o mHIMAEMIERIE  RESEENHRNEM

Abnormalities handling
RAEBARE

e Set up observation areas in the workplace, isolate
employees with suspicious symptoms, and arrange for
medical treatment, etc.

e HEIESHRUEBERE  HWHBRAIREMRNE TETHE
BENZEERLESE -

FEETEANKAERAT 3]



Corporate Social Responsibility Report

TEHEEERSE

6. COMPLIANCE OPERATION

The Group considers the compliance with laws and
regulations as the cornerstone of an enterprise. The
Group regularly reviews and improves the management
systems regarding aspects such as supply chain
management, risk management and anti-commercial
bribery with reference to the operational location’s laws
and regulations relevant to the compliance operation
such as the Company Law of the People’s Republic
of China, the Contract Law of the People’s Republic
of China, the Anti-Unfair Competition Law of the
People’s Republic of China, etc. as well as the industrial
policies. In 2020, there were no occurrence of any
confirmed corruption incident related to the Group or
its employees, nor were there any legal proceedings
against the Group or its employees. The Group has
complied with all laws and regulations in relation to
bribery, extortion, fraud and money laundering that
was material to the Group.

6.1 Supply chain management

J Management and control procedures on suppliers

The Group is principally engaged in the business of
design of integrated circuit chips, the Group's major
suppliers are integrated circuit chips manufacturers. The
effective management on suppliers during the course
of the Group’s development can help the Group to
reduce costs and cooperation risk, raise the quality of
products and services, and build up a quality brand. To
this end, the Group has formulated a sound supplier
management system, involving aspects such as supplier
introduction and risk assessment, annual audits, and
win-win cooperation.

32  cChina Electronics Huada Technology Company Limited
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TEHEEERSE

Supplier management system

Supplier introduction and
risk assessment

HAER 5| A B R FF A

Select approved suppliers through basic
information assessment and on-site
audlt etc. of potentlal suppllers

The Group also requires suppliers to

HEBEERA

Annual audits

FEERX

Annual evaluation of approved suppliers
is organised, mainly comprehensive
evaluation on aspects such as quality
and information safety, etc. and the
cooperation with suppliers who do not
meet the requirements will be canceled.

i T”iﬁlff"i;&ﬂfﬁf

Win-win cooperation

BELR

Information safety-related trainings and
communications are conducted with
integrated circuit chips manufacturers
and testing centres on a regular basis.

A S R B L R BBt

= AR B A 55 5l 22

provide environmental management
system certification, RoHS reports, etc.
based on customer requirements.
T SRMEE R
* ROHSHREE ©

The Group formulated the Supplier Management
Control Procedures setting out the requirement for the
selection, evaluation and management for production
suppliers. In particular, it sets out in detail the guiding
principles for aspects such as selection, approval, daily
management, and subsequent evaluation of suppliers,
so as to ensure a long-term and stable provision
of reliable and quality products and services by the
suppliers.

In addition, the Group formulated the Procurement
and Outsourcing Control Procedures, setting out
the requirements for the procedures and rules for
managing the production procurement and the
outsourcing. The procedures provide the definitions
and corresponding operational requirements for
aspects such as requirement planning, order formation
and approval, procurement implementation, quality
control, acceptance settlement, etc., so as to ensure
the materials and products procured and outsourced
comply with the requirements.

o Periodic review on suppliers

The Group chooses to cooperate with suppliers which
comply with the requirements of the PRC laws and
regulations in aspects such as environmental and social
assessment. These suppliers also comply with the
requirement of the Group’s Key Factors of Inspection
for Supplier Assessment Form regarding information
safety management system and quality management
system.

RAHA ETE‘WF&“F@H# .

AEBEGIE TR ERZEGRERF) RETHE
ERHEREE FEREEMNER HPF
MRETHEBNERE FiL BREEALE
AFESITEIENESRA ARRHEREESN
R RENRHKEETENER LR -

BEAN - AEEHEB(RBEIINDIZEHEF) - ]
ETEEWP%&%@éﬁﬁE&ﬁﬁoﬁﬁﬁ

BREE CFTERREREY] KEERE B2
*% NRABEESHEMT €& RBRERZE
RE - ABRERE RNV RERTSHE
E’JR* °

s HREBTHTE

AEBEEREAFNHERERREILEEER @A
BRERBEERERNER - WAFAARKE(H
ATHERERRR)TNEELE2EEBRANME
EEEBERNRAE -
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The Group carries out regular review on its approved
suppliers each year. The review on the approved
suppliers is based on criteria such as the availability of
the supply of goods in previous year, the requirement
planning for the coming year, etc. Based on the results
of the review, the Group will adjust the eligibility
and grading of suppliers accordingly and compile a
revised list of approved suppliers for the next year,
while ad hoc two-party audits will also be conducted
on suppliers during daily management. In the event
that an approved supplier has no business dealing
with the Group for the past 3 consecutive years, the
qualification of such supplier will be canceled. In 2020,
the Group conducted assessment on 40 suppliers, with
a passing rate of 100%.

AEESFENHABHEEHETIE A&H
BRELE-—FEHREBN  ARREK-FEHF KT
2E HoaRHEEERETIEE REFES
HHERER FRETHE  PRH—FEN
ARHERRE  AREERESUHERETT
TEHM - EZ MREBHEREEIFHR
AEBRAEBER  EABHEHERGEERK
HUH - REER20205F HA0RHEREETEZ
HERMEZBBERI00% °

Statistics on supply chain management key performance indicators

HESEEABERERERR

2020 2019

Indicators BiZ 20205 E 2019
Total number of suppliers e B e (H) 61 52
By geographical region R

e Mainland China o REIRH 53 47

e Overseas' o AN 8 5
Note: PEE -
1. Including Hong Kong, Macau and Taiwan. 1. EBEE - BPRAE -

6.2 Anti-corruption
o Anti-corruption management system

The Group implements the building of clean code
of conduct and governance by adhering to the “law
abiding and establishing creditability, advocating
honesty and nuturing people” integrity philosophy,
insisting on the approach of “treating both symptoms
and root causes, applying punishment and prevention
for impeachments and putting focuses on precautions”.
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In order to regulate the gift accepting arrangement
during business interactions on behalf of the
Group, eradicate the possibility of violating laws
and disciplines, and strengthen self-restraint and
awareness of preventing corruption, the Group
formulated the Handing Over of Gifts Collected
Requirements (Provisional), the “Significant Issue,
Key Official Appointment and Removal, Significant
Project Investment and Large Value Fund Utilisation”
Decision-making System Implementation Measures and
stepped up the launching of anti-corruption education
for employees.

In 2020, the Group continued to promote the building
of business ethics culture by organising employees to
watch business ethics education publicity videos and
launching typical case studies for employees.

J Complaint and whistleblowing management

In order to regulate the management of complaints
and whistleblowing reporting, the Group formulated
the Complaints and Whistleblowing Management
Measures. Employees of the Group and outsider
can report, in anonymity, on corporate or individual
suspected misconducts relating to corruption, including
bribery, extortion, fraud and money laundering, during
the course of operation to either the internal audit
department or the audit committee of the Company
through letter, telephone, internet, facsimile, etc.

In addition, the Group keeps personal information of
informers and whistleblowing cases strictly confidential
in accordance with the confidentiality principle under
the Complaints and Whistleblowing Management
Measures.

TEHEEE®RSE

RTHRBAEEEBIAEPHNERTR  LEA
RRELAMNBZEELEN BARETINAROR
it B AEEFE T (Rm EBEE
(A7) AZEBE-RIARSEERIE) - X
MEHETHERRESHE -

20205  AEEBBABE THERXERHE
EERRARBERMISEE T  THHESHE
BRI EER-

o KRFREBHEE

RTHRBRFARBREEIE  AEEHIEER
B REIEIE) o $Eleﬁ,§\l SMEB A
EHMERBBEN BE&F EBE BEEER
BRI AEBFZEFIRAR TE’]%V?,\E&H%L
XAEARSBIETAMERES  BEHBK -
PR HHFLREBRENTESH -

tEoN s AEBRBORF MBRE ;
J?\E‘J HRERBABAEELK ilﬂ%%& ?f?ﬂ%%
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TEHEEERSE

Staff will be designated
or a project team
will be established to investigate

and obtain evidence on the whistleblowing case.

- &

The investigation and collection of evidence

should be completed within the prescribed

time limit and reported to the management
after reaching a preliminary conclusion.

ZHE AL EIR)
BT RRMER - PEERE -

&

Whistleblowing cases are registered
and filed once received.
HUF R HRAEZR -
THAVERER -

A special meeting will be convened
to consider the whistleblowing case
and investigation results and to come up
with a recommendation.
BHEEEHE  FAER
EZREAEER
BHERR -

&)

o

A feedback is made
to the informer.

[REEEIRA -

ERTFHRATAAS
MBELIE - SIS -
TPEREER -

7. ENVIRONMENT

The Group is committed to reducing the possible
adverse impact of its operations on the environment.
The Group regularly reviews the environmental
protection management measures with reference to
operational location’s laws and regulations relevant to
environment such as the Environmental Protection Law
of the People’s Republic of China and the industrial
policies, encourages employees to take responsible
actions on the environment and regularly provides
employees with relevant training. In 2020, there was no
occurrence of any environmental pollution incident, nor
was there any litigation against the Group or violation
of laws and regulations by the Group in relation to
environmental protection that was material to the
Group.
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7.1 Green operations

The potential environmental impacts of the Group’'s
operations mainly include the use of energy and water
resources, and packaging materials used in finished
products, as well as greenhouse gas emissions. In response
to the identified environmental impacts, the Group has
formulated corresponding management measures.

TEHEEE®RSE

7.1 B&EE

AEELERRETARERNREXELTRZER
BER KK ERMEAMEKRPAABEME - A
FMoRERBEHMOTE - HEERINRERE
AEEBE THENEEER

Water saving and energy saving measures, and recycling of
packaging materials used in finished products in daily operations.

e BEEEBREPHEKEMMEREN HEKMMABREMHETRE

Measures to reduce greenhouse gas emissions and office waste

e HEEARTEAMNAERBANEARLBEEMHRELEE -

Launching environmental protection educational activities to help
employees establishing awareness on environmental protection and

Aspects Green operation measures
B mE BROEERK

Resource utilisation o

ERAA

REM -

2. Emission management J
2. HhmER generated during operations.
3. Incorporating J

environmental protection

awareness conservation of natural resources.
3. BRRASEEMA .

The Group has formulated various targets for
environmental management in 2020, covering
greenhouse gas emissions, waste generation and use
of energy three areas. The Group’s water consumption
is shared among owners or tenants of the property
and as it is not possible to control the consumption
of other owners or tenants, it is unfeasible to set
water consumption management targets. In addition,
the Group’s ESG working group reviews and assesses
the achievement of each targets on a regular basis to
ensure that ESG related tasks are implemented to all
relevant departments.

HERRERHE LY EPEIMYRBRELGOANREREH -

AREER20205FHE TZHREEERF  FR
ATN=EhmE: REREHN  BEEVWELMEE
REM - AEBRKESMELE  ANEIEE
HlRIMEERHEENRE - A EEARERAKE
EIEAR Uk - AREBEESGITIE/NETE Bitn & B
HEBZREABENERBNR  BRESGHBEEZ
BB S HEEERFT -
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Targets for environmental management

REEEAE
Aspects Targets
=] BE
e Greenhouse gas emissions e 0.5% reduction in greenhouse gas emissions per square
o SETEEBEHEN meter of floor area in 2024, as compared with 2019's.

o 2024 BV REHAEBENEEREBHNER2019F R D

0.5% °

e \Waste generation e 2.7% reduction in waste toner cartridge generation in

o BEEWE4L 2024, as compared with 2019's.

o 2024FBEEMHEELEBB2019FM2.7% °

e Use of energy e 0.5% reduction in electricity consumption per square

o BEIRTEA meter of floor area in 2024, as compared with 2019's.

o 2024 BV HABHEHEBNREELR2019FH0.5% -

e 1.0% reduction in fuel consumption per capita in 2024, as
compared with 2019's.

o 2024F AHFEHAEE 201958 2 1.0% ©

o Resource utilisation and emission management o

For daily operation, the Group incorporated the
resources-conservation behaviors such as saving water
and saving energy by employees into the Code on the
Daily Conduct of Employees, requiring them to turn
off the lights when leaving work, turn off the water
tap readily, have the computer under standby mode
temporarily when not in use, turn off the monitor
readily, turn off the electric power supply when leaving
the office, etc. At the same time, the Group took the
initiative to convey the basic philosophy of saving water
to its employees by posting gentle reminders. The water
taps will be repaired in a timely manner if it is found
damaged, so as to reduce water resource wastage.
As the Group’s consumption of water resource mainly
arises from the operation of its offices, and currently
the Group's water source is municipal water supply,
it is not facing any problem and risk in accessing
sufficient water source. Huada Electronics arranged
for the cleaning and insulation pipe inspection of
the VRV (variable refrigerant volume) air conditioners
in its office building, so as to strengthen their work
efficiencies and reduce energy consumption.
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The Group also established an office automation
("OA") system to implement paperless office.
Through the OA system, aspects such as the receiving
and sending of official documents, circulation of
documents, sharing of departmental documents,
etc. are all carried out internally, so as to achieve
paperless operation of office process. On the premise
of protecting printing privacy, the Group implements
double-sided printing, so as to reuse waste paper. In
addition, the Group advocates bring-your-own-cup at
internal meetings, so as to reduce the use of disposable
paper cups.

Packaging materials used in finished products of the Group
consists of cartons, black boxes, iron rings, stainless steel
racks, etc. The Group recycles these black boxes, iron rings
and stainless steel racks to the extent that the hygiene of
such item is ensured, so as to reduce resources wastage.

Apart from greenhouse gases, non-hazardous wastes
produced in the office (such as waste paper), and a small
number of waste toner cartridges, the Group did not
generate significant exhaust emissions, cause water and
land pollutions, generate hazardous wastes and other
environmental impacts in the course of operations. The
Group reduces greenhouse gas emissions through saving
electricity. Non-hazardous wastes are processed by
property management companies. The Group is unable
to quantify its production. The Group also reduced
the use of paper and waste paper produced through
launching a paperless office. For the old computers
generated from office use, the Group shall pass them to
a third party organisation for disposal in accordance with
the Equipment Management and Control Procedures.
As for waste toner cartridges, the Group passes them to
qualified organisations for recycling.

Overall, the Group's emission of Scope 1 greenhouse
gases remained stable, while the emission of Scope 2
greenhouse gases slightly increased from 1,648 ton of
CO, equivalent to 1,700 ton of CO, equivalent.

TEHEEE®RSE

AEBETEIHRBEBE ([0A]) RGHITER
e EABEIENAXWE  XHRE -
MEAXHAZETHEBBOARGER N AR
EACRE ETEmIT AR - ERETEHE
FLEORTHE P EEM A EREMAR - B AEER
MEREEASKN  BL—RERNOER -

AEBENEKXMABEREM R IERERMS
A2 HEHRMTFWERET - HP - HRERE -
HIRR AT FWMAR  NEBERERLFENBR
T ETRERRER - MO BERRE ©

FRERE MOARMELENEEEZRY (WA
ME)UARLEERZRMEI  REBREES
B EELEBEERYN - MKk wHs5 - &
EEEBREVUAREMREZE - AEEBBE
ERVAERBN - BEEEVHLAMEE
BARRE  AEEELINGAHELE c AKHE
TEBRRERER AR BERANRERES -
HERLNRMELINBEREN  AEBRRGR
BEEEFRERF) XBFZTREBETRER
EoHYBEERHE AREXHEELHKE
#7170 W IR o

EEms  ARENSEEUAREREBHNEER
oM E2REREFRERIH1,648HCO,
S EMILINZE1,7008iCO,E = °
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TEHEEERE
Statistics on environment key performance indicators
REABERENERRT
Units 2020 2019
Indicators g By 20205 % 20195
Total greenhouse gas emissions’ BRERBHNE ton of CO, equivalent 1,726 1,674
W CO,2 &
¢ Scope 1 greenhouse gas emission ¢ EETAEREBHNE ton of CO, equivalent 26 26
W CO,2 &
* Scope 2 greenhouse gas emission o HE2RERBHME ton ofquO2 eﬂuivalent 1,700 1,648
M COE2
Greenhouse gas emissions per BYAAEHEENRERE ton of CO eéuivalent/m2 0.10 0.09
square meter of floor area HHE I cogﬁﬁi/%‘—j%
Waste toner cartridges produced BERNEELE number 9 112
&
Total electricity consumption BREE Mwh 1,870 1,827
K FLB
Electricity consumption per BYARERERNEES Kwh/m? 107.27 95.99
square meter of floor area TRE/FhHX
Total water consumption BIEKE m3 10,563 10,817
VK
Water consumption per BEAAEHEROAKE m3/m? 0.61 0.57
square meter of floor area ¥ VA P
Total fuel consumption? BFEh 2 litre 9,375 9,497
#
Volume of paper used WARME ton 2 2
in offices ]
Volume of packaging materials used in ~ EKXRMABENHE ton 6 6
finished products WA
Notes: M5
1. The total greenhouse gas emissions was the sum of Scope 1 1. i‘?/ﬁiﬁﬁfﬁﬁﬁli?&jﬁﬂl1 VREREHNEZH o %B
and Scope 2 greenhouse gas emission. The Scope 1 and Scope E1 - 2REREBHMESRIRE B HEE  £E
2 greenhouse gas emissions were calculated according to the %ﬂf&*ﬁ?ﬁﬁﬂﬁl?%{kﬁﬁé 2019%9@/';‘;7%%551
automobile fuel consumption data and electricity consumption HEEREBEEBMER AR AR Z NN REETT
data respectively, together with the relevant emission factors. BWRE -
The 2019 greenhouse gas emission data has been adjusted
retrospectively based on the latest emission factors from The
Stock Exchange of Hong Kong Limited.
2. Total fuel consumption represents the fuel consumption of the 2. BEBERTEENARENEBRE -
Group's vehicles for office use.
7.2 Green products 7.2 #BEM
The Group is principally engaged in the business of AEBMNTEEBARAEERELE R 2&ET °
design of security smart card chips. Overall speaking, %E'?ﬁﬁ SHRAERREERBEERFGLEER/) - B
despite the smart card chip only accounts for a ERNF RS EREENZL Eﬁﬁ'ﬁxﬂﬁ
relatively small portion of the technological product, ﬂ NRLVERBEEGBRHRENTE

smart card chip is the core to drive the operation of the
products, and good design can effectively reduce the
impacts on the environment during the whole product
life cycle.
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Design stage

REWE

During design stage of smart
card chips, the Group’s impacts
on the environment include
carbon emission, and use of energy
and water resources, etc.
The Group implements a green
office, which reduces carbon
emission and resources consumption.
REBEESR RO RAHER
MIRIB R B BB - AR
BERMKEIREHEM - A&
EHEITAREHA - A BREER
BIESEFEE o
@ﬁ/ﬁ$ )

The Group’s products include smart card chips,
modules, circuits and cards. All products meet the
requirements of RoHS. In particular, the smart card
chips, modules and circuits also meet the requirements
of REACH standards.

Production
stage

RIERER

The impacts on the environment
are mainly produced by suppliers
who work with the Group. The
Group requires suppliers to
provide relevant certifications
according to customers’
requirements to manage their
impacts on the environment.
TEREREBSIENMHER
ELHRETE - AEER
BEAREN - BRHEHIRM
HEEEER - AL HERS

PREEHIREZEETERE -

\ /

PEEFEANEARAA

AEBERVEBSESERES B Ei8 -
£H - FTAEERY M ERoHSE S » Heh g
Fro B ERE AR M EREACHIZEEZE K

=
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8. COMMUNITY INVESTMENT

The Group strives to being an outstanding corporate
citizen by focusing on community building, actively
practicing corporate social responsibility, and continuously
influencing employees and key stakeholders in this way.

The Group contributed RMB100,000 in 2020 for poverty
alleviation work and contributed RMB98,000 to purchase
rice from Songtao County, Guizhou Province, which was
in slow sale due to the COVID-19 pandemic, as staff
holiday gifts to promote the economic development
of poverty region. In addition, the Group donated
RMB200,000 to the Hubei Charity Federation during the
COVID-19 pandemic in 2020 and called on employees to
make donations to combat the pandemic, raising a total
of RMB24,000.

8. HERKRE

AEEITEER BRERTAEHEEE
WA EZEETMEZNEHEBE - HR
KREBHEEAR -

KEBR2020FAARKI00ETTARKET
1B WIRAAREES SE LM & M A MMk EHER
FRERFSRBEMEHNOAKELAEIHAR
M HBERMERAOLEER - 1L KNEE
R2020F FA B AS R IBEHMA Rt A A S
BARARE2008 T THREBEIXEFENERE
E8RCBEHAEE ARE2ABITTIBK -

Statistics on community investment key performance indicator

HERENBAEREARERGS

Units 2020 2019

Indicator BE By 20205 20194 2

Investment in community welfare' HEARKRE! RMB’000 300 -
AREFTT

Note:

1. Excluding the amount related to staff fundraising and the
Group's purchase from Songtao County, Guizhou Province.
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Room 3403, 34th Floor, .

China Resources Building, -
26 Harbour Road,

Wanchai, Hong Kong

BBEFEEE265:

M AE34183403%E
Tel E5E: (852) 2598 9088 - i
Fax {8H.: (852) 2598 9018
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