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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 2021 to 31 December
2021.

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.

1.4 Reporting principles

o Principle of materiality. This report identifies and
responds to material environmental, social and
governance (“ESG") issues affecting the Group's
sustainable development through an online survey
of key stakeholders and data analysis. The process
and results of the materiality analysis are detailed
on pages 7 to 10 of this report.

o Principle of quantitative. The Group's ESG
quantitative key performance indicators have been
disclosed in this report and are detailed on page
19, 22, 25, 26, 29, 35 and 38.
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2.1

Corporate Social Responsibility Report

Principle of consistency. The indicators used in
this report are as consistent as possible from one
reporting period to the next, and changes in the
indicators are explained to reflect the changing
trends in key performance.

Principle of balance. This report reflects objective
facts and discloses both positive and negative
indicators.

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE MANAGEMENT
STATEMENT FROM THE BOARD

Governance structure for
environmental, social and governance

The Group has established a top-down governance
structure for 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)

b)

e)

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

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

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

reviewing the Group's performance against ESG
targets on a regular basis; and

approving the Corporate Social Responsibility
Report of the Group.
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TEHEEERSE

o ESG working group

The ESG working group is responsible for the
implementation of ESG tasks to all relevant
departments. 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 targets and reviewing the progress of their
achievement;

c¢) directing and reviewing the identification and
priorities of key ESG 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 Progress of ESG work

In 2021, the Group upheld the ESG vision of
“Innovation empowers green practices, for a bright
future” and continued to promote ESG management
practices at all levels with due consideration of the
Group’s businesses and the demands of various key
stakeholders, with specific progress as follows:

° Products and services

We insisted on research and development and
innovation, continuously enhanced the Group's
competitive advantage in the sector of security
smart card chips and expanded the market share.
We continued to participate in the formulation of
national standards, industry standards and association
standards, helped promote the standardisation of
industry technology and passed the third batch of
professional, refined, specialised and innovative “Little
giant” enterprise accreditation organised by the
Ministry of Industry and Information Technology of the
People’s Republic of China.
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o Employees

We conducted survey and research studies on the
competitiveness of the Group’s remuneration,
comprehensively considered factors such as annual
labour cost budget, annual staffing requirements,
job position values, etc., and reasonably adjusted the
salary levels of employees. We completed the revision
of the management system in accordance with the
new revision of the Production Safety Law of the
People’s Republic of China, and conducted training
on the popularisation of the law, and implemented
a production safety responsibility system for all
employees. We published the 2021 Edition of the
COVID-19 Pandemic Prevention and Control Measures,
and promptly organised vaccination of employees
against COVID-19.

J Compliance operation

We conducted publicity activities on corruption-free
practice and business ethics for directors, senior and
middle management and employees, and continuously
promoted the building of business ethics culture
through various channels. We continuously promoted
the environmental and social risks management of
the supply chain to ensure the supplier's compliance
operation, guaranteeing the quality of the Group’s
products and services.

° Environment

Through means such as improving the management
system, raising awareness publicity and implementing
daily management, we are actively responding to
China’s “Peak carbon dioxide emissions and carbon
neutrality targets” and doing our best to reduce energy
consumption during operations, following the principle
of “Reduce, recycle, harmless” enshrined in the new
Prevention and Control of Environmental Pollution
Caused by Solid Waste Law of the People's Republic of
China to optimise the disposal method of waste and
reduce environmental pollution through recycling.

J Community investment

We continued to participate in poverty alleviation
work, make social welfare donations, and support
disadvantaged groups, in response to the social
development trend of "Common prosperity" in China.
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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 circuit 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 2021. Details of the
corporate governance practices of the Company are set
out in the Company’s 2021 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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In 2021, the Board analysed the materiality of various
ESG issues with reference to peer practice and expert

opinions, in light of the Group’s actual operating
circumstances, issues that are highly concerned by key
stakeholders and have material impact on the Group's
business, identified and determined the Group’s key

SENEBESGHE
AEEITERMERE -

ESG issues, and gave a salient response to these key

issues in this report.

ESG issues

ESGEE

Climate change and
use of resources

RIRBIERERER

Climate change
and use of energy
SRS REeRIER

Materiality analysis
BEEMSH

The Group's integrated circuits

design operation does not involve
manufacturing, and its four business
operations are located in industrial parks
or business centers of first-tier cities

with well-developed infrastructure and
facilities, so climate change has minimum
impact on the Group’s operations.
However, in response to China’s “Peak
carbon dioxide emissions and carbon
neutrality targets”, the Group is also
doing its best to promote the efficient
use of resources and to reduce energy
consumption during operations.
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Corresponding section

7.1
7.1

Green operations

BReLE

Use of water
resource

IKERE

Packaging materials
used in finished
products and paper
used in office
B mPT A EM
RIS E N R

The Group consumes both water
resource and packaging materials used
in finished products during operations.
Managing the use of resources can help
to reduce the Group’s operating costs
as well as the Group's impact on the
environment.
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Green operations
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ESG issues
ESG= =&

Materiality analysis

EEMTMN

Corresponding section

Emissions

29587

Exhaust and
greenhouse gas
emissions

FER SR ERABHEIX

Cause water and
land pollutions
Ak &+ 3ES

Hazardous and

The Group is principally engaged in the
business of design of security smart card
chips and its operation does not involve
manufacturing. Apart from greenhouse
gases, non-hazardous wastes produced
in offices (such as waste paper), and a
small number of waste toner cartridges,
the Group does not produce significant
exhaust emission, cause water and

HEZH
7.1 Green operations
7.1 mBEEE
7.1 Green operations
7.1 #REEE
7.1 Green operations

BRERRXRER

manufacturing, suppliers who work with
the Group will exert impacts on the
environment and natural resources.
EER RO EERRETEAEESED
HEEGHRRERAAREREETE -

7.2

non-hazardous ) 7.0 HRBEE
. land pollutions and generate hazardous

v%a;e);;n;raéiw% wastes during operations.
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Environment and natural resources In the process of smart card chips|{7.2 Green products

REEm

Employment and
labour practices

EREEIER

Employment

(=

Health and safety
EERZE

Training and
development

Employees are an asset to the Group and
a driving force for the Group to innovate
continuously. Therefore, the rights and
benefits, health and safety, training and
development of employees are all key
areas of work of the Group regarding
corporate social responsibility.
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5.1

5.1

Employment and
employee benefits
EBREI;EIER

53

53

Occupational
health and safety
BERERZR

5.2

Training and
development
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Labour standards | Child labour and forced labour are 5.1 Employment and

2 T %8 prohibited by the laws and regulations of employee benefits
the place where the Group operates. 51 BEEKREIREF
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ESGEE

Corporate Social Responsibility Report
TEHEEERE

Materiality analysis

EEMSN

Corresponding section

Supply chain Management of Effective supply chain management 6.1 Supply chain
management environmental and |not only can help the Group to avoid management
HrEEEE social risks of the |environmental and social risks, but is also 6.1 {tE#H = IR
supply chain crucial to the Group's product quality.
HEENRE R | BAROHEENER MEREDAERR
R ER BERBERMAETEMNAR  HHANEH
MNEMEEZ@EEE -
Product Development of The rapid development of 5G and the 4.1 Information safety
responsibility security chips Internet of Things continues to raise the [4.1 EE %%
EmEE TR FRE market demand for information safety,
and thus the importance of development
of security chips to the Group's business
continues to grow.
SGMY AN e RERTEIRATISE
EELEZNFER At 2SR REHR
REBEXEBHEZMHWETEEM -
Quiality of products |Effective product and service quality 4.2 Quality
and services management are the foundation for management
EmMRBHEE |achieving sustainable development of the (4.2 B2 E&EIE
Group. 4.4  Customer service
B E @ &HE@‘“E\ EERAAERES 44 BERE
AHEERNER -
Intellectual The operation of the Group involves 4.3 Research and
property the use of intellectual properties owned development
management by customers, suppliers or the Group. innovation,
HBEREERE Therefore, to protect the intellectual and intellectual
properties of the Group and business property
partners, and to avoid infringement of protection
others’ intellectual properties are all key |4.3 #fiZ%AlIF &2 2054 &
areas of work of the Group regarding MEIRTE
corporate social responsibility.
AEENSESSRIERABEE  HED
SAREE B FERNMBERE - Btk - R
B EREBREERBERE - R
RLMANMNBEERAEBERNEEMS
EEFTHEHMNEEIFE
Customers’ The operation of the Group involves 4.4 Customer service
information confidential information of some of its  [4.4 EERR%
safety and privacy |customers and business partners.
protection AEEMEES /*/F/SZ |5 D B R EBHRE
BEGERERE RN | HNBERESR
AR &
Anti-corruption Anti-corruption Anti-corruption is a key safeguard for the|6.2 Anti-corruption

k&S

practices
RESER

healthy and sustainable development of
the Group’s business.
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6.2
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ESG issues
ESG= =&

Materiality analysis

EEMTMN

Corresponding section

social responsibilities through poverty
alleviation and social welfare projects.
AEBF2LEMBEDE - ZHBTR
HERSEXBEKENTE R AREERE
THEEE-

Community Community welfare|The Group mainly operates in the 8. Community
investment a2/ PRC. The local government and society investment
HERSE expect enterprises to fulfill their 8. HEIKE

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 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 aspects such as safety, advertisement,
labelling and privacy of its products and services by
adhering to the “Innovate through reform and cherish
integrity towards the world” operational 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, the
Advertising Law of the People’s Republic of China and
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 2021, there was no litigation against the
Group and no violation of laws and regulations by the
Group in relation to the safety, advertisement, labelling
and privacy of its products and services.
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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, maintains awareness of the laws and
regulations regarding information safety management
such as the Electronic Information Industry Production
Safety Management Requirements, the Computer
Information System Safety Protection Regulation
of the People’s Republic of China, the Network
Security Law of the People’s Republic of China, the
Commercial Cryptographic Management Regulations,
etc. The Group focuses on autonomous research
and development of security smart card chips while
building a safe operating environment, and provides
the foundation for 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
continuous 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 — Information
Safety Management Practical Rules (ISO/IEC 27002),
etc. The Group has 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 and maintain the effective
operation of the information safety management
system, Huada Electronics established the information
safety targets and the ancillary management
requirements to assist external suppliers to improve
information safety management. In 2021, an
information safety awareness campaign for all
employees was conducted to raise their awareness of
information safety.

TEHEEERSE
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J Development of security chips

The Group strives to promote the continuous
development of domestic security chips technology,
products and applications. With 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., a well-established product
safety management system was formed. A number
of high-end security chips were accredited with
security qualification certification such as the domestic
EAL4+ Certificate, international CCEAL6+ Certificate,
EMVCo Certificate, etc. Security chip series products
are widely used in sectors such as financial payment,
social security, resident health, public transportation,
telecommunications, network authentication, identity
authentication, Internet of Things, etc.

In 2021, the Group continued to enhance its products'
comprehensive competitiveness in the application of
smart card industry, expanded the application of EMV
(ease of movement value) in the sector of financial
payment, made breakthroughs in markets outside
the PRC such as South Africa, and participated in the
preparation of the Financial IC Card Operating System
industry standard. The Group continued to lead the
domestic security chips technology, keep pace with
international standards, and demonstrate China’s
“Smart card chips” capability. The Group has launched
and achieved large-scale application in a number of
automotive grade security chip products for intelligent
connected vehicle applications. Related products had
also been gradually applied on a large scale in the
information safety sector such as Internet of Things,
Internet of Vehicles, 5G communication, and payment.
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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 safety management system, such as the
Physical Safety Control Procedures, the Security
Facilities Management Measures, the Central Control
Room Control Specifications, the Security Officer
Management Measures, etc., for protecting the design
and development of security smart card chips.

In 2021, the Group revised the Physical Safety Control
Procedures, which involved adjustments to control
methods such as control method for external visitors,
etc. In addition, the Group conducted information
safety audits on 37 suppliers, and requested the
suppliers to improve on the issues identified during the
audits and complete the improvements as scheduled.

TEHEEERSE

EIRE

nﬂ:

s ZE

EEInmiceit srsEtsst fﬁ)#ﬁﬂé”éﬂ’\]
A - AEBTIEYRRREZ S BMREFE
BRBRELRERELE  KEFFEHARA
BITIREHNBIE AEEHEEHEREIE
HRF) (LW REEBIE)  (PIEZEFIR
) (REBEBERWEE-RINDELREER
HE - BRERRERLE2EH R RAEREMRRE

20215 - AR BEEYE L 212 %th%&ﬁﬂé}
7] RSN R B VIR 0T BHEFEE
IS - $§,‘%I;T37%T,\%Péﬁ%ﬁ)§1awzz’£%$§ '
HEZERNEABEREEHETHELRAT
B o

FEETFEAMEERAT 2021 0EHEETHRE 13



Corporate Social Responsibility Report

TEHEEERSE

4.2 Quality management
o Quality management system

The integrated circuits design operation of the Group
comprises the design of security smart card chips and
the development of application system. The Group
is not 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 staffs”. The Group
promotes comprehensive quality management with
the involvement of all staffs, striving to control and
continuously improve the entire process of production
of products.

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

In 2021, based on the foundation of conducting
continuous ISO 9001 Quality Management System
audits and follow-up works, the Group established
a development process for the automotive project
and initiated the revision of all quality management
systems’ documentation according to the requirements
of IATF16949 Quality Management System.
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Product design
and development
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Formulated the HED
Smart Card Chip Products
Development Process,
the Embedded Software
Product Development
Procedures and supporting
documents for different
types of products.
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Quality management system
EEEERZA

Risk control

o, e 422 15

Identify, assess and
respond to quality risks in
aspects such as production,
research and development
in accordance to the
requirements of the Quality
Management System Risk
Management Control
Procedures.
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Outsourcing of
production control

EENEES

Selection, evaluation and
subsequent evaluation of
suppliers in accordance
to the requirements of
the Supplier Management
Control Procedures.
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Formulated the
Procurement and
Outsourcing Control
Procedures and established
inspection practice
guidelines for different
types of products to control
the quality of outsourcing
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TEHEEEHRE

Performance
evaluation
BRTE

Organise regular
management system audits

to ensure the effectiveness
of the quality management

Issue Departmental Quality

Targets and Project Team
Quality Targets, and
regularly monitor the
achievement of the tar
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TEHEEERSE

For substandard products found during operations,
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 precautionary measures, and
be responsible to follow up on their implementation
and the effectiveness of these measures. In 2021, there
was no recall of the Group’s products sold or delivered
due to safety and health concerns.

For the management of labelling of product, 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 operational requirements of the
quality inspection procedures imposed by its quality
management system. Quality inspections are performed
by inspectors with professional skills, in accordance
with the inspection specifications and practice
guidelines, and inspections are performed by using
professional inspection equipment, so as to prevent
the acceptance 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.

o Quality culture

The Group held quarterly quality meetings in 2021 to
provide attendees with a comprehensive understanding
of the quality problems and the causes through
regularly compiling and reporting on product and
service quality problems and treatments, so as to
guide and enhance the staff's awareness of product
and service quality, and create a quality culture of full
participation.

HUAELERRETERNTAHEM  AEERR
(TEBMEGREFINERETRE  FARZH
BEEMAIMTaBmELERE - MU 1ENENE
EHIE  AMBEREZFHEENEBER LK
e $¢l#mm¢i&ﬁﬁ§%&@§ﬁmﬁ
AHEEXCEXERETORNES -

EFERBENEETE AKBEHIE T HIC
R BRERFEREREAS  AEATHERR
% EmALS  EmBE NMIRME - EEE

BEMEHEK -

s EHERAEF

AEERRECEEERAHEERIEFT
RIEER - HHHEBTHBIL T IMNRE LI TH
BF Rl - ~H ERFEMETEERAN -
GERABABERRENBAAR - RiEMRA
REBRIEXESE  EAFEERNRAREETR
Bl B IEER S8 o AN A ABBIBE
HERAREERANEXS BT EFETRE
VAGR T 10RI 45 R e0 ZEBEE o

s EHEXIE

AEBR2021FAHFTELEE LLEHEZJHEE/I:
I#&%Euu&ﬁ&ﬁ%ﬁz?ﬂ%&?ﬁl o E2
ErEMRAEERBMNELERRE  KEmslE Eﬁ
RABTIMEMIRBEEES  2E2824H
MWEEXIE -

16 China Electronics Huada Technology Company Limited Corporate Social Responsibility Report 2021



Corporate Social Responsibility Report

In addition, the Group required employees to complete
online quality knowledge quizzes during the “Quality
month” in 2021 and invited external professional
lecturer to provide training on "Advance product
quality planning”, "Design failure mode and effects
analysis” and “VDAG6.3 process audit” for research
and development personnels, so as to promote the
integration of IATF16949 Quality Management System
with the existing quality management system.

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 2021, 15
and 6 employees received the Technical Contribution
Award and Technical Innovation Award, respectively.
In addition, Huada Electronics has conducted training
on “Smart card chip products development process”,
aiming to cultivate research and development
personnel’s innovation awareness. As at 31 December
2021, the Group owned 438 patents.

The Group conducts patent retrieval and infringement
analysis at all stages of research and development,
and maintains awareness of the 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 2021, Huada Electronics conducted training activities
such as training on “Fundamental of intellectual
property”, training on “IEEE (Institute of Electrical and
Electronics Engineers) literature database”, 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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TEHEEERSE

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, trainings 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 obtaining and
protecting intellectual properties.

4.4 Customer service

e 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 professional support team 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 feedback from customers will be used
for continuous raising of products and services
quality. In addition, depending on the issue raised
by the customer, the Group will organise respective
professionals 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, and follow up
with the customer’s subsequent usage to ensure the
effectiveness of such measures.
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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.

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 raise the quality of its products and services. The
Group sends out customer satisfaction questionnaires
to customers each year to understand customer’s
satisfaction, opinions and suggestions on aspects
such as products’ or projects’ design quality, service
quality, and pace and capability in handling issues
arose, and the Customer Satisfaction Surveillances
and Measurements Evaluation Report will be prepared
summarising feedbacks from customers and passed to
the respective departments for continuous raising of
products and services quality.

TEHEEERSE
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Statistics on products and services key performance indicators

EREBRBEAREARERLT

Indicators

Number of customer complaints received
Percentage of customer complaints dealt with (%)
Customer satisfaction (%)

B BEANEZE URE(BEMEEEGIIZ
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2021 2020
i 2021 E 2020 E
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AL AR R T2 R (%) 100.00 100.00
R mEE (%) 96.25 95.40
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TEHEEERSE

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 operational
location’s laws and regulations relevant to employment
such as the Labour Law of the People’s Republic of
China, the Production 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,
etc. and the industrial policies. In 2021, there was
no litigation against the Group and no 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 ensuring no
discrimination against any person on grounds such
as gender, marital status, disability, age, race, family
conditions, nationality, religion, etc. to take place. 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 Employee Codes, which covers
area such as standards of daily behaviour, attendance
management, sick leave and other leave management,
performance management, remuneration and benefits,
trainings of employees.
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The Group encourages employees to introduce talents
with competitiveness. Through regularly announcing
talent needs and employees recommending talents
based on such needs, the Group identifies talents who
will benefit its development, enhances the capability of
the Group and enlarges its talent pool.

In addition, the Group established an e-HR human
resources information system covering all employees,
featuring online management of employee’s
promotion, training and remuneration, etc.

In 2021, the intense competition for talents in the
integrated circuits design industry has led to the
loss of certain employees of the Group. The Group,
through internal and external salary comparisons and
comprehensive consideration of factors such as annual
labour cost budget, annual staffing requirements,
job position values, etc., has completed a reasonable
adjustment of the salary levels of employees in August
2021.

TEHEEERSE
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Overview of employment and employee’s rights system
EEREIEZFEHRSE

Work hours and leave

TR MR

Recruitment and dismissal

BN R

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”.

VIBE IRRIAH - FF W
F o BEINRABESE B
BT

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

VIR IRTaEEMERERN

v'Remuneration: The remuneration
of each position is determined
with reference to market level and
with reasonable adjustments after
considering job position values and
contributions.
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v Dismissal: Employees are
dismissed in accordance with
the related requirements
of the Employee Codes
and in compliance with the
requirements of operational
location’s laws and
regulations.

v RE - BB IT<rA) 8RR
EfRE - WA EEMERE
REBK -

RIERER -

v'Working overtime: Employees
are entitled to pay or time-off
in lieu for working overtime.
Overtime compensation meets
the requirements of operational
location’s laws and regulations.
VINEE : 8 TANIE= A A0 & sk o E
AR - IR ER A EEMA

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

VHERE BREEMEEERDY
EXRAERETHAMNSTELSRE

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

provided with various benefits
such as annual body checks,
supplementary medical insurance,
etc. in accordance with the actual
circumstances of the Group.
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Statistics on employment key performance indicators

EREBRERIEERT

2021 2020
Indicators B 2021FE 20206
Number of employees BT A 407 378
By gender: Male R - S 255 239
Female pegid 52 139
By type of employment: Permanent ZEREED BE)E Rl 395 364
Secondment 25 75 Ik 4E 1 12 14
Part-time 3 0 0
By age group: > 50 RERHAR 50%% A + 16 4|7/
30 to 50 3088 2508% 334 3)i5
< 30 30K A TN 57 46
By geographical region: China R E H 407 378
Overseas' isZIN 0 0
Employee turnover rate (%) B TREAR (%) 15 10
By gender: Male =R - S 18 10
Female pegid 9 10
By age group: > 502 WEwAER 508% A £2 19 0
30 to 50 305% £505% 14 10
< 30 30 AT 18 15
By geographical region: China i H 15 10
Overseas' M 0 0

Notes: B 5E

Excluding Hong Kong, Macau and Taiwan.

The turnover rate of the Group's employees at the age group of
over 50 for 2021 increased significantly when comparing with
2020, mainly due to the fact that more employees reached the

mandatory retirement age and retired in 2021.

Employees communication and caring

Effective communication with employees 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 has also sets
up various communication channels to understand
employees’ opinions, so as to create a frank and an
open communication atmosphere.

22
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The Group cares and supports every employee who is
in need. Through proactively conducting multi-level
and multi-channel employee caring activities, the
Group visits employees suffering from injuries and
sickness, attends employees’ wedding ceremony and
funeral ceremony and helps employees who are in
difficulties. The Group also conducts consolatory
activities on public holidays strictly in accordance with
the relevant requirements of the China Federation of
Trade Unions. Huada Electronics formulated the Trade
Union Expenditure Management Measures, stating the
detailed requirements on expenditure for condolences
to staff and support for employees who are in
difficulties. As for caring for female employees, Huada
Electronics has set up nursing rooms, and subsidised
vaccination for female employees.

Overview of caring activities for employees in
2021

< “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 2021

< "Happy new year” activity.

<  “Magnificant March - glamour blossoms”
Women's Day activity, providing female employees
with holiday consolatory gifts.

< "Be healthier to enjoy life” running activity.

<{ Chess tournament and table tennis tournament.

TEHEEERSE
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TEHEEERSE

5.2 Training and development
o Employees training

Facilitating employees’ growth provides impetus
for corporate development. The Group’s employee
training is divided into three levels: corporate level,
departmental level and individual level. Corporate
level training focus mainly on cross-departmental and
internal all-purpose trainings, such as new employee
trainings and quality and safety requirements trainings,
etc. Departmental level training focus mainly on
enhancing knowledge and skills in departmental
professional areas. Trainings for individuals act as a
useful supplement to the two types of training above.

Every employee of Huada Electronics is entitled to an
individual training allowance of up to RMB3,000 per
person per year starting from the 13th month onwards.
Such allowance can be used for trainings as designated
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,
which covers area such as types of training and
effectiveness assessment, training implementation,
internal training instructors, etc., as well as formulated
the four major categories, namely system, rules and
regulations, experience exchanges, knowledge and
skills, and cultural awareness, to be covered in the
annual training programme.

5.2 EIIRER
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Overview of employee training activities in 2021

2021 FEE THEIISEEHEE

Training project Objectives
IR R =: )
e New employees training e Help new employees to understand the company’s profile,

o MBI rules and regulations, etc., so that they can adapt to the
working environment and integrate into the team more
quickly.

e EUMEITHMATSN HRENMGES FEHBREE
TERBEARB AR -

e Fresh graduates training e Broaden fresh graduates’ knowledge of integrated circuits.

o EEEXAFEI s BREEEXRANEMRERAHE -

e Strategic planning training for senior e Assist senior management in anchoring the company's
management development priorities.

s SEEEABBBKREEI s MHSEERABMTEARIEREL -

24 China Electronics Huada Technology Company Limited Corporate Social Responsibility Report 2021



Corporate Social Responsibility Report

Statistics on employee training key performance indicators

ETHIIBARERIERS

TEHEEERSE

2021 2020
Indicators BEE 20215 E 20205 2
Percentage (%) of employees who ETEIEIE D (%) 94 92
received training

By gender: Male =Rl BM 63 63
Female gl 37 37
By grade:  Senior management BE&R: ARERE 2 2
Middle management qﬂ,?&ﬁﬁ 9 11
Grass-roots employees BET 89 87

Average number of hours of Eltij\i’j& 23
training received per employee per year  HJ/NEFEL 27 32
By gender: Male ZRl . B 24 31
Female ogid 30 34
By grade:  Senior management ZA&R: ARERE 114 63
Middle management PRERE 61 58
Grass-roots employees AEEBTL 21 29

o 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.

FEBEERTHREREEHNE BUBRERRE
BE REIER  RFIRBVEZBRIE - HNh
AEEOWAN EMHEMBEETITETERERRE
B FiES AL HUREEREEER
BRRITAR - TR RE DM ER - X5 T2
L EEKRAUAEATREENBEEEHE -
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TEHEEERSE

5.3 Occupational health and safety

o Production safety management

In 2021, the new revision of the Production Safety
Law of the People’s Republic of China was officially
implemented. The Group revised the Production
Safety Management Requirements in a timely manner,
improved the expression of working approach and
principle, revised the management structure and
functions, introduced a production safety reporting
system, introduced punitive measures for violation of
safety guides and safety hazards, and conducted the
relevant trainings.

In order to ensure safe operation throughout the year,
Huada Electronics conducted safety thematic trainings,
fire evacuation drills, etc. for employees in 2021.

53 BXEERRE
LEEEEE

15 FIRCPEARAMBE L 2 EEZX)LER
 AREBREKER T(EE2EEETERTE)
TI{’EH%&E IRt - 185] T B IR
T3 B At '*ﬁiTﬁiiglf’E#&t‘:%Uf il
%TL&?E?E%U& 2REENEIIEM: I
S R AR RS P o
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REREFLE2EE EABTR2021FHHE
TREZ2EEE  BNBRBUERRE A -

Statistics on employees’ occupational health and safety key performance indicators

ETHBXRERR2ERERIEERT

2021 2020

Indicators B 20215 20205 [E
Number of work-related fatalities ETERE ML T AR 0 0
Number of work-related injuries ITHEERELEREK 1 0
Number of lost work days due to EITEEHIELANTIEAE

work-related injuries 2 0
e Quality working environment o EETIFIRE
Quality working environment has a direct impact on BENIEREHEINGLEREMITEWREX
the physical and mental health and work efficiency of EREBEEE - ZXEI%EAU/UU%ZM ERPERNE
employees. Based on the “People-oriented” philosophy, ﬁﬁ%glﬁﬂ\&fﬁhm CEECREREmMEE
the Group is committed to provide and maintain B TEIRIE © ﬂ? EFHEEBRARANRETEZ
a warm, comfortable, healthy and safe working SN TE'%?#)J#&EEF'aﬁ o NEEEH It
environment for employees. Huada Electronics has set ’AEWEE% CHBRAT LS FRESNE
up a library and a recreation area within its office area, P mzﬁﬂilz,?\ﬂﬂln—jmfﬁ BERR  EFHA
so as to create a quality office arena. The Group has E?gﬁ@/\dbﬁ’ o REEABETHBEE
equipped its offices with safety packs, clearly set out RRBLZE2RE (HI0E TRERE - FEEH
the requirements for safe use of electrical appliances, R - AL %%BK%LJ%I& °
installed 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 o  METE
In 2021, in order to prevent and control the prolonged 2021%F - B HAERRSRESEHIET
COVID-19 pandemic, the Group has prepared {/E RN EE B 4R R ENEE €202 1}%&%)??'&7@7%%%&
and published the 2021 Edition of the COVID-19 ER L)  BBRERBREELRFME2EE T H®
Pandemic Prevention and Control Measures, promptly T?Efl iEERFFERE  TAERAEREH

disseminated the requirements and precautions for
the prevention and control of the pandemic to all
employees through various channels, and set up
disinfection zone within the office area.

5 -
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At the same time, the Group promptly organised
vaccination of employees against COVID-19 to ensure
the health and safety of employees. During the vyear,
over 80% of the Group’s employees were vaccinated
with the first and the second dose of COVID-19 vaccine.

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 and anti-corruption with reference to
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. and the
industrial policies. In 2021, there was no confirmed
corruption incident related to and no litigation in
relation to confirmed corruption incident against the
Group or its employees. The Group has complied with
all laws and regulations in relation to bribery, extortion,
fraud and money laundering.

In 2021, the Group sent the Integrity Reminder Letter
to directors, middle and senior level staff, explained the
disciplinary requirements for expense reimbursement in
the light of the business nature and job characteristics
of different departments, organised employees to
watch business ethics education publicity videos and
conducted typical case learning activities for employees,
and continuously promoted the building of business
ethics culture through various channels.

6.1 Supply chain management
J Suppliers management procedures

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 of 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.

TEHEEERSE

R AEBLKBABEIXENSRE  UE
REEINRELRLZE - FRAKEBS0%E T
ERBE-HLE_BHERS -

6. SHREE

ANEBERBEBTEERERNDECEZER 2%
(FEARAEMBEARE) (PEAREMNHEG
BE) (PFEAREZMBRAEE BT L) SHE
AREEHENEEMARERRITERSE 4
AEEHEREEIRESSHFEANEERNETE
BETRFARTEE - AEER2021F WS FHE
FEEBTEHUNECERNESEHERFL - AE
EEETHAEEEE  $1R RFEREREESA
HSERIER o

2021F - AEEMESZS - PREABZTE(RER
RN @ A TRIEPPIA 55 S A 5 2
BRERARENLEEX @%EI%%%%L
EHEEEFAARARRHETFE -
BRETHEDHXEEEER -

6.1 HEHEEE
. HEREEEF

AEBUEKREREARTATEER TE2H
EEAEXRERCARERE HEEFENEX
ERAMNEDASETCERBEREEKR -
BRESERR  ReERERBEE  EYRIT
mig o Bt AEEHET TESHNHEEREER
Z S REEESIARRRTE FEEZ A
EERE M@ -
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TEHEEEHRE

Supplier management system

HEBEERAR

Annual audits

FEER

Supplier introduction and
risk assessment

BRI AR B R

Select approved suppliers through
procedure such as basic information
assessment and on-site audit, etc. of
potential suppliers.

i 38 B e R 1T B AR BT
RSERERF  BHARMEER -

The Group also requires suppliers to
provide environmental management
system certification, RoHS (Restriction
of the Use of Certain Hazardous
Substances in Electrical and Electronic
Equipment Directive) report, etc.
according to customers' requirements.
AEBERKBEETER  BREER
RERFEEE 7
KR HEEF
B9 B 152 )) S 2

BRERRXLEE

The Group formulated the Supplier Management
Control Procedures setting out the requirements 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
high quality and reliable 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. These 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 appraisal of 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
risks appraisal. These suppliers also comply with the
requirements of the Group’s Key Factors of Inspection
for the Assessment of Supplier Form regarding
information safety management system and quality
management system.

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

Win-win cooperation

BELR

Information safety related trainings

and communications conducted with
integrated circuit chips manufacturers
and testing centres on a regular basis.
TEHRE RN BRI R B R 3,
B R L5 B % 2 48 B O 55 B B A7 o

AEEGE TR EEERREF) - RE THE
ERRERNERE FEMEENER . HPF
MRETHEBNER Fi AREEUALE
HESSTETENEERA - AR ERESR
Y REMNRUSERT SEMNEM&RS

goh - AEEHIEACRBEINBIEGIRRF) R
ETEERRERINBEERF MR - ZEF
WHEKREE - ATEEAREL RBER - Z8
TS UM ABEEEETHMT EELARRE
RE - ARERRB RN M B REMT A EX

o HEBTHTE

AEEEEZSFENHERERRLL SR RNTE
ATEEFARBERREARNER  WAFSAK
BESTHERERERR)FNEELEEEER
FEEEEBRENBE -
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The Group carries out regular annual appraisal of its
approved suppliers. The appraisal of the approved
suppliers is based on criteria such as the availability
of the supply of goods in the previous year, the
requirement planning for the coming year, etc. Based
on the results of the appraisal, 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 as part of 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 2021, the Group conducted appraisal on
61 suppliers and all of them qualified in all aspects.

TEHEEERSE

AEESFEMHABHEEHETIE A&H
RIEL—FEHREER ARKRKR—FEFKG
FEREL WEREEHETHE RETES
RHHEBERRFAETARE BRI —F
EHaRHEERE REEEPESHHER
ETTERN T EZ - WREBHEREES
FHEARBRARBENR  HERHEEHERS
SHWEVE - AEER2021FH6 1R EEEITAT

Statistics on supply chain management key performance indicators

HEEEERRERIERAGT

2021 2020

Indicators BE 2021 E 2020F E
Total number of suppliers e B () 61 61
By geographical region R

e China o 53 53

e Overseas' o AN 8 8
Note: PEE -
1. Excluding Hong Kong, Macau and Taiwan. 1. TEEL BRFIRAE-

6.2 Anti-corruption
o Anti-corruption management system

The Group implements the building of corruption-free
practice by adhering to the “Law abiding and
establishing creditability, advocating integrity and
nurturing people” integrity philosophy, insisting on the
approach of “Treating both symptoms and root causes,
applying punishment and prevention for impeachments
and focusing on precaution”.

6.2 RES
o REGEBHE
AEBFAIEELTZ BESAINRZES -

BREIEAFL BHAE  BEHATINTEH
EERBGER °
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TEHEEERSE

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
conducting anti-corruption education 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 outsiders
can report, in anonymity, corporates' or individuals'
suspected misconduct relating to corruption, including
bribery, extortion, fraud and money laundering,
malpractice or irregularity during operations 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 of
the Complaints and Whistleblowing Management
Measures.

RTRBARBEREIERMERTA  HBA
BEEAMBERZLEMN BBRETIMNAROR
PriEBMe B AEREFIE 7 (Rm EBRE
(A7) AZE-RIARSEEEIE) - X
MEHETRRRESHE -

o RFREBHEE

RTHREIFRBRERTIE - NEBGIFECIREF
KREBRERIE) - AEBEANIET - SMBARY
AEZEBEN BF EBE BEFRER
ABEZBFAIXARBNEZZEERREERN
BAZLEBRETERES  BEER R K
FFRARENBERIESTE  HRIEBRIBEN -

o AEBRRORF MBREE L) HRE
FRAI - #RRAEANE BB RERETEBER

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

TEHEEERSE

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

and obtain evidence on the whistleblowing case. BREEEH T8RN
ZHE AL FIE)
BT RRERIRER - FHEEE o

&y -y

BRRAEESE -
BEERHR -

© 5

o

Whistleblowing cases are registered The investigation and collection of evidence A feedback is made
and filed once received. should be completed within the prescribed to the informer.
HUF R HRAEZR - time limit and reported to the management [REEEIRA -
S BERRER o after reaching a preliminary conclusion.
TERTEBIRR A STR S

B TR - ST -
WEEREER -

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 2021, there was
no environmental pollution incident, and no litigation
against the Group and no violation of laws and
regulations by the Group in relation to environmental
protection.

7. ®IE
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7.1 Green operations 71 #BEE

The environmental impacts of the Group’s operations AEBEERETEKNREZETIERIERR
mainly include the use of energy and water resources, and RKERBOEAMBK DA BEME - UEAR
packaging materials used in finished products, as well as EREHNTE - SHHERHNNREFE K&
greenhouse gas emission. In response to the identified E&IE THEENERER -

environmental impacts, the Group has formulated
corresponding management measures.

Aspects Green operation measures

EmE BROEERK

1. Climate change and J Strengthening low-carbon publicity and education to promote
use of resources energy conservation philosophy. Water conservation and energy

1. RESLCERERER conservation measures, and recycling of packaging materials used in

finished products during operations.
e MAEMRSENHE  EBEHEES - 2EBRRFNEHKKRETFLHE
e HEKmFTBEEMEETRRERS -
2. Emissions *  Measures to reduce greenhouse gas emission and office waste
2. Hmw generated during operations.
e HEERARITELANAERBHMERABEZEMHRE(CER -

3. Incorporating J Conducting environmental protection educational activities to help
environmental protection employees gain awareness of environmental protection and natural
awareness resources conservation.

3. REREAERA s HERR¥ETY HEHPEINURREHHNBEREREH -
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J Climate change and use of energy

The Group’s integrated circuits design operation
does not involve manufacturing, and its four business
operations are located in industrial parks or business
centers of first-tier cities with well-developed
infrastructure and facilities, so climate change has
minimum impact on the Group’s operations. However,
in response to China’s “Peak carbon dioxide emissions
and carbon neutrality targets” and to reduce the
Group’s operating costs, the Group is also doing its
best to promote the efficient use of resources and
to reduce energy consumption (including electricity
consumption and fuel consumption of vehicles for
office use) during operations.

With regards to management system, the Group
incorporated the resources conservation behaviors
such as water conservation and energy conservation
by employees into the Employee Daily Conduct
Specifications, requiring them to turn off the lights
when leaving work, turn off the water tap after use,
have the computer under standby mode temporarily
when not in use, turn off the monitor after use, turn
off the electric power supply when leaving the office,
etc. In 2021, the Group revised the Use of Company
Vehicles Management Requirements, requiring the
timely recording of the mileage and fuel consumption
of company vehicles after use to reduce gasoline
consumption through standardised management.

With regards to awareness publicity, the Group
organised the “2021 energy conservation publicity
week and low-carbon day” activity, and extensively
conducted low-carbon publicity and education through
activities such as low-carbon and energy conservation
knowledge publicity exhibition, view collection on
low-carbon and energy conservation and seminars on
carbon neutralisation knowledge, promoting the energy
conservation philosophy of “Low-carbon life, green
building the future”.

With regards to use of energy, 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.

TEHEEERSE

. FRELEAFEH
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L Use of water resource

As the Group’s consumption of water resource mainly
arises from 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. The Group took the initiative to promote
the basic philosophy of water conservation 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.

o Packaging materials used in finished products and
paper used in office

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.

The Group also established an office automation (“OA")
system to implement paperless office. Aspects such
as the receiving and sending of official documents,
circulation of documents, sharing of departmental
documents, etc. within members of the Group are all
carried out through the OA system, 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.

° Emissions

Apart from greenhouse gases and non-hazardous wastes
produced in offices (such as waste paper), the Group
does not produce significant exhaust emission, cause
water and land pollutions, generate hazardous wastes
and other environmental impacts during operations.
The Group reduces greenhouse gas emission through
electricity conservation. Non-hazardous wastes are dealt
with 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 implementation of paperless processes. For 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. In 2021, in order to implement the
new Prevention and Control of Environmental Pollution
Caused by Solid Waste Law of the People's Republic of
China, the Group improved the disposal method of waste
toner cartridges by recycling them from the newly hired
printer supplier to reduce environmental pollution.

o  KEREH
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TEHEEERE
Statistics on environment key performance indicators
RERRENERG
Units 2021 2020 2024 target
Indicators BE By 202115 E 20206 20245EEE
Total greenhouse gas emission' AR ERIELME ton of CO, equivalent 1,132 1,166
W COZE
* Scope 1 greenhouse o HEUREREBHME?  ton of CO, equivalent 23 25
gas emission? W CO,E8
* Scope 2 greenhouse o HEDRERBHME’  ton of CO, equivalent 1,109 1,141
gas emission’? W CO,E8
Greenhouse gas emission per FPHAEAABNRE  ton of CO, equivalent/m? 0.09 0.07 0.09
square meter of floor area REHME W CO,E8/ ¥k
Waste toner cartridges BERNEELS number 66 94 109
produced f&
Total electricity consumption wiEEE MWh 1,899 1,870
K FLE
Electricity consumption per BYFKERAAR kWh/m? 144.59 107.27 95.51
square meter of floor area* MEEE TRE/FhHXk
Total water consumption BIEKE m3 9,884 10,563
VAR
Water consumption per BYFKEAAR m3/m? 0.75 0.61
square meter of floor area MFEKE V¥ VA P S
Total fuel consumption BEhE litre 8,700 9,375
#
Fuel consumption per capita AGFERE litre/capita 21.38 24.80 26.04
"N
Volume of paper used MARKE ton 1 2
in offices W
Volume of packaging materials ~ ZKRFMTABENEE ton 6 6
used in finished products WE
Notes: &
1. The total greenhouse gas emission is the sum of Scope 1 and 1. BB G AHEIREEEEREENE R
Scope 2 greenhouse gas emission. F1 o
2. Scope 1 greenhouse gas emission is calculated based on vehicle 2 HEEEREHENERESEERSERARERR

fuel consumption data and related emission factors, and the
calculation formula and emission factors are determined with
reference to the Reporting Guidance on Environmental KPIs F

issued by The Stock Exchange of Hong Kong Limited.

BUETTRE HEAARIRABE L EZETERER S
PRAR A 73 ) R R A B IR E R 4E 51D M &
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TEHEEERSE

36

Scope 2 greenhouse gas emission is calculated based on
electricity consumption data and grid-based emission
factors, and the calculation formula and emission factors are
determined with reference to the Reporting Guidance on
Environmental KPIs issued by The Stock Exchange of Hong Kong
Limited. According to the Reporting Guidance on Environmental
KPIs issued in May 2021, the national grid-based emission
factors for China is 0.6101 kg CO,/kWh (the Ministry of Ecology
and Environment of the People's Republic of China (2019)), and
Scope 2 greenhouse gas emission for 2020 has been restated
using such emission factors. In December 2021, the Ministry
of Ecology and Environment of the People's Republic of China
issued the Guidelines on Enterprises Greenhouse Gas Emission
Accounting and Reporting for Power Generation Facilities (2021
Revision) (Consultation paper), adjusting the national grid-based
emission factors for China to 0.5839 kg CO,/kWh, and Scope 2
greenhouse gas emission for 2021 is calculated using the grid-
based emission factors of 0.5839 kg CO,/kWh.

Although the Group's total electricity consumption for 2021
remained almost the same as 2020, the reduction in office
space due to the relocation of one of the Group's subsidiaries
to a new office site in 2021 has resulted in electricity
consumption per square meter of floor area for 2021 increased
significantly when comparing with 2020. The Group will
continue to monitor the changes in such indicator and assess
the need to revise the previously set 2024 target in a timely
manner.

HEDAEREHNEREREEHBEREEEMRE
B AEARRERAREE 2 EEBHARZAT
BRAREBHCREBRETIEZERES ) MET -
B IZ20214F5 A #h ) CRRBREBUEZERIES]) -
BB 5 B R 0/50.6101 kg CO/KWh(FRZE AR
HFNBEAEREIREF(2019)) ' 2020F B E E2E = R e
HRECRAZHERERBEES - 2021F128 - FEA
REMBEAERIRRBHEM(EEREREHMZE T E
HREER B ERME (2021 FBTR))ERERR) -
175 AR B B 21 BB AR B TR 5 B B 30,5839 kg CO,/kWh
21 FEMBECREREHREC KA TRERAER
0.5839 kg CO/KWhi#E {7515 -

RENEE201 FENAREEEHE2020F EERNFTF -
BEHRAEEN —RMMEB QR N2021F 1R B =5 it
Qg - WAERB R - EBR021FENEGTH K
EHEENFEEER2020FEARBE L - AEEB
BEERZEZNELCER  TERTGEREEEB

FRIFIIHI2024F E BAF o
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7.2 Green products

The Group is principally engaged in the business of
design of security smart card chips. Overall, despite
smart card chips only accounting for a relatively small
portion of the technological product, smart card chips
are the core to drive the operation of the products,
and good design can effectively reduce the impacts on
the environment throughout the entire life cycle of the
product.
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During the design phase of smart
card chips, the Group's impacts

on the environment include
greenhouse gas emission, and use
of energy and water resources, etc.
The Group implements a green
office, which reduces greenhouse gas
emission and resources consumption.
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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 (Registration, Evaluation, Authorisation and
Restriction of Chemicals).
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Production
phase
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The impacts on the environment
are mainly produced by suppliers
who work with the Group. The
Group requires suppliers to provide
relevant qualification certifications
according to customers’
requirements to manage their
impacts on the environment.
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8. COMMUNITY INVESTMENT

The Group strives to be 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 invested RMB300,000 in 2021 to a Village
Revitalisation Special Fund organised by China Electronics
Corporation Limited, and solved the lack of equipment
for online learning and working from home of about 300
people with disabilities during the pandemic through
computer equipment donations.
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Statistics on community investment key performance indicator
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Units 2021 2020
Indicator EE BV 2021FE 2020 %
Investment in community welfare' HEARZE' RMB’000 300 300
AREBT T
Note: B &
1. Excluding computer equipment donated by the Group to people 1. TEREERABREATBENEIKEME -

with disabilities.
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