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1. ABOUT THIS REPORT

This report is the Environmental, Social and Governance
Report issued by China Electronics Huada Technology
Company Limited (the “Company”). It addresses
the actions taken by and the achievements of the
Company and its subsidiaries (the “Group”) in respect
of sustainable development regarding environmental,
social and governance ("ESG") 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 2023 to 31 December
2023.

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 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 9 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, 30, 36 and 39 of this report.

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

2. ESG MANAGEMENT STATEMENT
FROM THE BOARD

2.1 Governance structure for ESG

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 established an ESG working group as
the manager and coordinator of ESG work.

° The Board
The duties of the Board include:

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

b) 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;

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

e) approving the Environmental, Social and
Governance Report of the Group.

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;

¢) directing and reviewing the identification and
priorities of key ESG issues;
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d) preparing the annual Environmental, Social and
Governance 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 2023, 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:

o Products and services

We insisted on research and development and
innovation, continuously enhanced the Group’s
competitive advantage in the sector of smart cards and
secure element 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 ISO 27001
Information Security Management System Certification.

o Employees

Through survey and research studies on the
competitiveness of the Group’s remuneration,
comprehensively considering factors such as annual
staff cost budget, annual staffing requirements,
etc., we reasonably adjusted the remuneration levels
of employees. We established a production safety
standardisation system and passed the audit of Beijing's
production safety standardisation (Level 3), conducted
training on production safety for employees to ensure
their safety, advocated the combination of work and
leisure, and organised a number of employee activities
to enrich the working life of employees.
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o Compliance operation

We conducted publicity activities on corruption-free
practice and business ethics for directors, senior and
middle management and employees, and through
various channels continuously promoted the building
of business ethics culture, continuously promoted
the environmental and social risks management of
the supply chain to ensure the supplier’'s compliance
operation, and guarantee 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 make every effort to
minimise the energy consumption during operations,
complying with the principle of “Reduce, recycle,
harmless” enshrined in the Prevention and Control
of Environmental Pollution 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 community welfare
activities, support disadvantaged groups and assist
village revitalisation.

3. ESG MANAGEMENT
3.1 ESG 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 smart cards and secure element chips and the
development of application system.

The Group has all along been insisting on developing
the information industry and maintaining information
security 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 ESG, and strives to
realise the ESG vision of “Innovation empowers green
practices, for a bright future”.
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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 C2 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
for the year ended 31 December 2023. Details of the
corporate governance practices of the Company are set
out in the Company’s 2023 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 a corporation. The Group
operates principally in Mainland China. The key
stakeholders of the Group includes 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.

In 2023, 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 and issues that key stakeholders are
highly concerned about and have a material impact on
the Group’s business, identified and determined the
Group’s key ESG issues, and gave a salient response to
these key issues in this report.
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ESG issues Materiality analysis Corresponding section

ESGiEE EEMSM HESH
Emissions Exhaust and The Group is principally engaged in the |7.1 Green operations
B greenhouse gas business of design of smart cards and 71 BEEE
emissions secure element chips and its operation

BER SR EREEHEIN | does not involve manufacturing. Apart
Cause water and | from greenhouse gases, non-hazardous |7 1 Green operations
land pollutions wastes produced in offices (such as 71 HBEE
Mk B+ eSS waste paper), and consumption of a
small number of waste toner cartridges,
the Group does not produce significant
exhaust emission, cause water and
land pollutions and generate hazardous
wastes during operations.
REENFEEBREERELENH
REt HEBA S REERE - RAE
REE MARMELENESERY (WNEE
M)ARHRE LV BERRMEI  NEH
MNEEBERWBELBREERYN - @
KRS ARELETEREREY -

Hazardous and
non-hazardous
waste generation
EEREEZEEY
EXE

7.1 Green operations
7.1 BEEE

Use of resources Use of energy The Group consumes gasoline,|7.1 Green operations
BEREA BEIRfE A electricity, water resource and packaging|7.1 4% &8
materials used in finished products
Use of water during operations. Managing the use|7 1 Green operations
resource of resources can help to lower the|7 1 s @2s
K& B environmental impacts arising from the

Packaging materials Gr;up iﬂo\ge\ratcllon.\w [ .= |7.1 Green operations
used in finished \$7ﬁggi@kq§ﬁﬁm/$ \ Egjj: ?kﬁ 7.0 kEEE

oroducts and paper BARBKmAABREME - EBERN |
used in office 2 A B E AN & B 1) 258 H IR IR MK

=7
M2 o

X mPTABEM

B3 AR
Environment and natural resources In the process of smart card chips|7.2 Green products
BIERAARER manufacturing, suppliers who work with|7.2 4% E @

the Group will exert impacts on the
environment and natural resources.
EEEROAERREFPERNEESEN
HEDSHRBEERAERELETE -
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ESG issues

Materiality analysis

Corresponding section

ESGi&RE

Climate change

Riz#{

EEMSM
The Group's integrated circuits
design operation does not involve
manufacturing, and its four business
operational locations 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 makes every effort to minimise the
energy consumption during operations,
so as to lower carbon emissions
generated during operations.
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7.1
7.1

HESH
Green operations
rEegE

Employment and
labour practices

Employment

&%

Employees are an asset to the Group and
a driving force for the Group to innovate

5.1

Employment and
employee benefits

EERLTES continuously. Therefore, the rights and  |5.1 E{ENME T&EH
Health and safety interests and benefits, health and safety, |5 3 Occupational
BEREE training and development of employees health and safety
are all key areas of work of the Group 53 BERERESD
- regarding ESG management. -
e
£l B R EOTHARORD S AL ALOR | munmR
- mMEN - BERLZR  BIIRERDS ”
AEBRESGER T ENEZT(E -
Labour standards | Child labour and forced labour are 5.1 Employment and
25 T %R prohibited by the laws and regulations of employee benefits
the location where the Group operates. |5.1 BENE T&F|
REECEMEMERREREILFERE
TIARERHIET -
Supply chain Management of Effective supply chain management not only [6.1  Supply chain
management environmental and |helps the Group to avoid environmental management
HrEEEE social risks of the |and social risks, but is also crucial to the [6.1 {tE#H =R

supply chain
HEEEIRE T
2 ERE R

Group’s product quality.
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EmEEXTHEE -
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ESG issues Materiality analysis Corresponding section
ESGiEE EEMSM HEZH
Product Development of The rapid development of 5G and the 4.1 Information
responsibility security chips Internet of Things continues to raise the security
EmER T a market demand for information security, [4.1 8% %
and thus the importance of development
of security chips to the Group’s business
continues to grow.
SGMY BN & RER TERRATISE
ERZEMHENR Bt 2 S BEER
REBXEBHEZ MW ETEEM -

Quality of products |Effective product and service quality 4.2 Quality

and services management are the foundation for management

EmMREHEE |achieving sustainable development of the (4.2 B EE&E
Group. 4.4  Customer service
BHNERMRGEEEER/AEEER |44 BERE
I FFE I REVERE o

Intellectual The operation of the Group involves the |4.3 Research and

property use of intellectual properties owned development

management by customers, suppliers or the Group. innovation,

M EES Therefore, protecting the intellectual and intellectual

properties of the Group and business property
partners, and avoiding infringement of protection
others’ intellectual properties are all key |4.3 #f2%A%7 B M=
areas of work of the Group regarding HEIRTE
ESG management.
AEENSESESNEERES HER
AAREEEFHEBOMBERE - Bt - R
EEFLEBEHNMBERE - BRDIE
BRIEMANBERE S AREERESGE E
FTHEMNEZETIE-

Customers’ The operation of the Group involves 4.4 Customer service

information confidential information of some of its  |4.4 EEZE RS

security and privacy | customers and business partners.

protection AEBNEES S RIBIOBRELELE

BEEEREML | HBREER -

BRiRE

Anti-corruption Anti-corruption Anti-corruption is a key safeguard for the|6.2 Anti-corruption

k&S

practices
REFER

healthy and sustainable development of
the Group’s business.
RESERAEENEBRRELAIFHEER
M EZERE -

6.2

RES

Community
investment

HERE

The Group mainly operates in Mainland
China. The local government and

society expect corporation to fulfill their
social responsibilities through support
disadvantaged groups and public welfare
projects.
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FEMAEHGEEERENBEFRAR
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3.3 ESG working group

The Group has established an ESG working group as
the manager and coordinator of ESG work, which
is headed by the deputy managing director of the
Company. The ESG working group is 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 "ESG Management Statement from the
Board"” of this report.

4. PRODUCTS AND SERVICES

The Group regularly reviews and improves 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 complying with 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. In 2023, 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.

4.1 Information security

As the practitioner and promoter of the smart card
chips design industry in China, the Group regards
maintenance of information security as its own
responsibility, complies with the laws and regulations
and the relevant requirements regarding information
security 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 smart cards and
secure element chips while building a safe operating
environment, and provides the foundation for China’s
information technology modernisation and information
security.
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The Group established an information security
management system by adhering to the Group's
information security approach of “Catering for demand
for safety through system protection; seeking for
continuous development through the involvement of all
employees”. The Group has also set up an information
security management team to be responsible for
coordinating information security management work,
ensuring stable operation of the information security
management system, continuously improving the
information security facilities and managing of the
information assets. In 2023, the Group obtained
the certification of I1SO 27001 Information Security
Management System and revised a number of
management documents such as the Record Control
Procedures and the Internal Audit Control Procedures
in accordance with the 1SO 9001 Quality Management
System, the IATF 16949 Automotive Quality
Management System and the ISO 27001 Information
Security Management System to strengthen the control
over service suppliers.

Through internal and external information audits,
the Group has refined and improved the information
security management system and initiated measures
against potential sources of risk based on the results
of the internal and external information audits, so
as to continuously enhance the Group’s information
security management capabilities. In addition, the
Group conducted business continuity exercises on its
infrastructure, network and application systems, the
results of which indicated that the information systems
were operating normally.

In order to further consolidate and raise information
security performance and maintain the effective
operation of the information security management
system, the Group established the information security
targets and the ancillary management requirements
to assist external suppliers to improve information
security management. The Group has promoted
information security awareness to all employees and
organised them to complete information security
tests after training to consolidate their information
security awareness. In 2023, the Group formulated the
Information Security Strategy and through methods
such as setting information access rights, encryption,
obfuscation or desensitization so as to protect customer
privacy, data and information. At the same time, the
Group has implemented identity identification for
specific visitors to protect the information security of
the Group and customers.
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J Development of security chips

The Group strives to promote the continuous
development of China’s security chips technology,
products and applications. With globally advanced
and China’s leading security attack and defense
technology, covering the protection technology at
levels such as the system level, algorithm level, circuit
level and layout level along with technologies such
as side channel attack, malfunction-injection attack
and physical attack technologies, a well-established
product safety management system is formed. A
number of high-end security chips were accredited with
security qualification certification such as the China
EAL4+ Certification and EAL5+ Certification, CCEAL6+
Certification, EMVCo Certification, 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, intelligent connected vehicles, etc.

The Group continued to lead China’s 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 vehicles
applications. Related products had also been gradually
applied on a large scale in the information security
sector such as Internet of Things, intelligent connected
vehicles, 5G communication, and payment. The
Group’s product (CIU9872B_01_C14.0) was awarded
the IT Product Information Security Certification
(China EAL5+ Certification) by the China Cybersecurity
Review Technology and Certification Center and the
UnionPay Card Chip Product Security Certification. At
31 December 2023, one of the Group’s smart card chip
products was awarded the EMVCo Security Certification.

In addition, the Group actively participated in the
preparation of a number of national and industry
standards such as Technical Requirements and
Experimental Methods for Automobile Security
Chips and Technical Requirements for Automobile
Password Application, which continued to enhance the
comprehensive competitiveness and attractiveness of
the industry in the international arena.
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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 systems such as the
Physical Safety Control Procedures, the Security
Facilities Management Measures, the Central Control
Room Control Specifications, the Security Officer
Management Measures, the Office Facilities, Security
Facilities and Working Environment Control Procedures,
etc., which covers areas such as laboratory temperature
and humidity management requirements, office
environment management, etc., for protecting the
design and development of smart cards and secure
element chips.

4.2 Quality management

J Quality management system

The integrated circuits design operation of the Group
comprises the design of smart cards and secure element
chips and the development of application system. The
Group is not involved in aspects such as manufacturing,
assembling, transportation, 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 employees”. The Group
promotes comprehensive quality management with the
involvement of all employees, 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 2023,
the Group formulated the Product Review Guidelines
in accordance with the IATF 16949 Automotive
Quality Management System to clearly stipulate the
requirements for reviewing the quality characteristics
of products; and regularly monitoring the wafer level,
packaging level and product level of automotive
products. In addition, the Group revised the Production
Supplier Management Control Procedures and the
Production Procurement and Outsourcing Processes
Control Procedures in accordance with the IATF 16949
Automotive Quality Management System and the ISO
27001 Information Security Management System,
and conducted monthly quality meetings with major
product suppliers in order to review and raise the
quality of production and processing.
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Based on the foundation of conducting continuous ISO
9001 Quality Management System audits and follow-up
works, the Group will deal with the substandard
products found during operations 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 the implementation and the
effectiveness of these measures. In 2023, there was no
recall of the Group’s products sold or delivered due to
safety and health concerns.

Quality management system

EEEERAR

Product design
and development

EmRETREA®
Formulated the HED
Smart Card Chip Products
Development Process,

the Embedded Software
Product Development
Procedures and supporting
documents for different

Risk control

5 B 422

Identify, assess and
respond to quality risks in
aspects such as product
features, production,
research and development
in accordance to the
requirements of the Quality
Management System Risk

Management Control

if
types o products. Procedures and the Product

BER T ESIE T . o

R A E & Géwieigss'

A B 2 R B ﬁ%
N3Z3F M o ‘

For the management of labelling of product, the
Group formulated the packaging specifications for
products such as IC card, smart card, etc., which clearly
stipulates the labelling requirements for information
such as product model number, product lot number,
product quantity, time of processing, origin, etc.

Outsourcing of
production control

EENEES

Selection, appraisal and
subsequent appraisal of
suppliers in accordance
to the requirements of
the Production Supplier
Management Control
Procedures

Formulated the Production
Procurement and
Outsourcing Processes
Control Procedures and
established inspection

practice guidelines for

different types of products

to control the quality of
sourcing of product\on

Conduct monthly quality
meetings with major
product suppliers to review
production and processing
data and monitor the
quality of production and
processmg
ZEMMEIRERAE
Y EFELEEMIEE -
EREENTINES -

Performance
evaluation
BHUFTE
Organise regular
management system

appraisal to ensure the
effectiveness of the quality

Issue Departmental Quality
Targets and Project Team
Quality Targets, and
regularly monitor the
ach|evement of the targets.
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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.

J Quality culture

The Group held quarterly quality meetings in 2023 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 employees’ awareness of product
and service quality, and create a quality culture of full
participation. At the same time, the Group organised
training for new employees on the knowledge of
the quality management system to accelerate their
understanding of the Group's quality management
system and enhance their knowledge of quality
management.

In addition, the Group required employees to complete
online quality knowledge quizzes on "Quality
management and information security management
awareness promotion” during the “Quality month”
activities in 2023 and invited external professional
lecturer to provide training on “Advanced 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 IATF 16949 Automotive Quality
Management System with the existing quality
management system.
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4.3 Research and development innovation,
and intellectual property protection

The Group attaches importance to original innovation,
collective innovative capabilities, scientific discovery
and technology invention, through incentive measures
encourages employees to actively apply for intellectual
properties and publish thesis, etc. The Group has
established awards such as the Technical Contribution
Award and the Technical Innovation Award, etc. to
commend employees for their significant research and
development innovation achievements. In 2023, 15
and 8 employees received the Technical Contribution
Award and Technical Innovation Award, respectively.
In addition, the Group has conducted training on
“Smart card chip products development process”,
aiming to cultivate research and development
personnel’s innovation awareness. In 2023, the
Group held an annual technology conference to
share the latest scientific research and technology
innovation achievements in aspects such as research
and development processes, platform innovation and
applications, etc. with employees, and to recognise
and reward employees who have made outstanding
technical contributions and successfully applied for
intellectual property.

In 2023, research and development costs of the Group
amounted to HK$421.4 million. The percentage of
research and development costs to revenue was 14.0%.
Research and development during the year primarily
focused on the research and development of secure
element chip and secure microcontroller unit chip series
of products, the continuous improvements in smart
card products’ performance, research in the secure
element chips for the Internet of Things sector and the
intelligent connected vehicles sector applications, and
the development of application systems and solutions.
In addition, the Group participated in the preparation
of a number of national and industry standards such as
Technical Requirements and Experimental Methods for
Automobile Security Chips and Technical Requirements
for Automobile Password Application in 2023 to
promote the high-quality development of the industry.

In 2023, the Group obtained 30 new patents,
registered 3 new software copyrights and 2 new
integrated circuits layout designs.
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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
training activities on intellectual property for employees
every year to constantly raising employees’ awareness
on intellectual property protection.

The Group respects intellectual properties, regulates
the usage of intellectual properties from customers
and third parties. It also keeps all business partners’
product’s technical information strictly confidential.
Moreover, the Group formulated the Intellectual
Property Management Measures to protect its own
intellectual properties and continues to improve and
amend it.

The Intellectual Property Management Measures clearly
stipulates the responsibilities and working procedures
for each of the departments and personnel, and states
the detailed requirements regarding the assessment,
searching, retrieval and analysis of relevant intellectual
properties during the research and development
process, contract filing management, intellectual
properties ownership, protection and application of
intellectual properties, trainings, awards, etc. The
Intellectual Property Management Measures facilitates
the formation of innovation mechanism, and creates a
sound environment with rules and precedents to follow
for obtaining and protecting 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 professional support team to provide immediate
professional technical services to customers to solve
their technical problems before, during and after a
purchase.
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Customer Complaint Handling 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,
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.

For customers’ information security 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 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
improvement of products and services quality. In
2023, the Group has revised the Customer Satisfaction
Control Procedure to clearly stipulates the scope and
customer types in conducting customer satisfaction
survey, and conducted the customer satisfaction survey
in accordance with the newly revised requirements.
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Statistics on products and services key performance indicators

EmRkRBEARERERGT

2023 2022
Indicators BE 2023 E 2022F &
Number of customer complaints received BEERFEHRE 180 119
Percentage of customer complaints dealt with (%) FAE LB IE E(%) 100.00 100.00
Customer satisfaction (%) BEEmERE (%) 96.00 95.47
5. EMPLOYEES 5. BT
The Group regularly reviews and improves the REBRAIRERS  EEMEIOATES

management systems regarding aspects such as
employees’ rights and interests, 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 complying with the laws and
regulations and the relevant requirements of 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 Paid Annual
Leave for Employees Regulations, etc. In 2023, 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 and interests
The Group attaches importance to attracting and
fostering of talents, protecting employees’ equal rights
in aspects 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. takes place. In
addition, the Group resolutely prohibits child labour
and all forced labour.

Bp(hEARLMBISENE) - (PEARELMEH
?Z_—EEE%» <<‘:F'$/\E Tﬂ.ﬁmﬁ%\ 1%|ZE/2§>>

JE - fJE\I%m @H&ﬁaﬂ %Hﬁ&a@ in:x
IRER  TERBEEBERRE ZEL - 85 %

ETHNEERREMETRN NTE - A%
BR2023FHRE  BEBREEZE BT MR
BT EIEBRANEBESLEREMN -

51 ERREIER
1EBNRE Ti#Ez

$%5§E/\ﬁﬁ@%lﬁ;&i€‘§ REB THER
etk - 5B B HFESTEH T EEN
1%55%4‘_%%'%11%&!#% WK Fk Bk
FEMR B FHEFAEZMEXBER -5
S REBERTBEMAET K — Y1855 TH
TR

EFEARNKARDE 2023FR%E - HERER 19

HE



The Group formulated the Administrative Management
System, which clearly stipulates the management of the
recruitment and dismissal of employees. In 2023, the
Group conducted background checks on job applicants
for sales, purchasing, finance and IT positions in
accordance with the requirements of the ISO 27001
Information Security Management System and the
Personal Information Protection Law of the People's
Republic of China; at the same time, headhunters were
required to conduct background checks on personnel
to be hired through legal channels to protect personal
information and privacy from being infringed.

The Group also formulated the Employee Code, 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.

The Group encourages employees to introduce talents
with competitiveness. Through regularly issuing
demand for talents and employees introducing talents
based on such demand, the Group identifies talents
who will benefit its development, enhances the
capability of the Group and enlarges its talent pool.

In addition, the Group has established an e-HR human
resources information system for all employees with
online management functions such as employee’s
promotion, training, remuneration, etc.

The Group, through internal and external remuneration
comparisons and comprehensively considered factors
such as annual staff cost budget, annual staffing
requirements, etc., adjusts the remuneration of
employees to retain talent attraction and market
competitiveness.
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Overview of employment and employee’s rights and interests system

EREREIEZHERE

Recruitment and dismissal

BN R

Work hours and leave
TERMARER

Remuneration and benefits

FMEER

e Recruitment: New
employees are recruited in

accordance with the principle

of “Openness, equality,
competition and on the basis
of merit”.

o BB BIAM  FF 5

F EEINFRBERE
T o

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

e TH: IRNAEEMERIER
EYE K o

e Remuneration: The remuneration
of each position is determined with
reference to market practices and
with reasonable adjustments after
considering job position values and
contributions.

o HiM - 2EMISEOIEERHELFH -
[F B £ B i i BB & B B 3 B
TARENHE -

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

o R IRCEIFRIDIE/AR
THEET  IFa2EME

BRERNER -

e 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.

o INEE : BT INIIZ A MNILE sk AL
AIRER - N ER S L EME
BRERBENR -

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

o HERE  RBEE AR AR
ERR/EREIHNSEL SRR -

e Leave: Paid annual leave, marriage
leave, bereavement leave, maternity
leave, sick leave, etc., are provided
in accordance with operational
location’s laws and regulations.

o KR FHHENKE - BR - BR 4
BR RREREEMERZRER

?%1/\ °©

¢ 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.

« BH : HAEAREBERBAREL
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Statistics on employment key performance indicators

EREARERIERGT

2023 2022

Indicators B 2023FE 20225 E
Number of employees BTAH 430 422
By gender: Male =R - M 285 272
Female gl 145 150

By type of employment: Permanent RERED L&) [ 418 411
Secondment 85 7% I 38 12 11

By age group: Over 50 RERHAR 50%% A+ 17 18
30 to 50 303 £508% 339 339

Under 30 305 A T 74 65

By geographical region: Mainland China & [& AL, 428 420
Hong Kong BE 2 2

Employee turnover rate (%) B ILRAKE(%) 12 8
By gender: Male IR S 13 9
Female pegid 10 7

By age group: Over 50 REBAER 508% A £ 6 11
30 to 50 303 £508% 12 8

Under 30 3088 A T 3 9

By geographical region: Mainland China f&ZHb[& - AR A 12 8

J Employees communication and caring

Effective communication with employees is crucial to
the formulation of decision-making and corporation
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.

The Group cares and supports every employee who
is in need. Through proactively conducting employee
caring activities, the Group visits employees suffering
from injuries and sickness, attends employees’
wedding ceremonies and funeral ceremonies 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. The Group
formulated the Trade Union Expenditure Management
Measures, stating the detailed requirements on
expenditure for condolences to employees, support for
employees who are in difficulties, etc. As for caring
for female employees, nursing rooms have been set up
within the office area.
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Overview of caring activities for employees in
2023

< "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 products for
keeping warm.

Overview of employee activities in 2023

< "Good luck in the Year of Rabbit and gather to
celebrate the happy new year” cloud gala activity.

< ""Kids” at Huada with “Chips” future” family
activity day.

< "Lyrics based on youth and compose the song of
the era” staff singing performance.

< "Beautiful women's day and meet in March” on
the March 8th Women's Day activity.

< "“Run! Youth!” fun sports meeting.

< "Concentrating on “Chips” and striving for
development with “Chinese” style of promoting
operation” CE Huada Tech and SMIC’s football
event.

< "Concentrating on “Chips” and striving for
development with “Chinese” style of promoting
operation” CE Huada Tech and China Mobile’s
basketball event.

5.2 Training and development
J 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 focuses mainly on cross-departmental and
internal all-purpose trainings, such as new employee
trainings, and quality and safety requirements
trainings. Departmental level training focuses 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.
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Employees of the Group are entitled to an individual
training allowance of up to RMB5,000 per person
per year starting from the 13th month onwards after
joining. 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.

The Group upholds the principle of “Reaching out,
drawing in” and 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. In 2023, the Group increased its
investment in internal training and external learning for
employees, and conducted 7 internal training courses
in management, covering project management ability,
golf management - horizontal management and the
three-pronged approach to strategy implementation,
for a total of 167 participants with a total of 1,995
class hours. At the same time, the Group supported 39
participants to study external learning courses.

AEEETEABRZE13EAREZEBAALEIE
Bt BFEEAZEREARKES,0007T @ ATLARK
FEETHEINGER  HAEIFFREHER
BAEENEI EKBREREBRLMER -

AEBERFIEHE SIERIMERA - FHIET
(FIFE)  2EBINBERARKRTR  HF
NEM  ABEFIEMSADY  LHTETHEE
A HRERHE  LRR - Mk
RO ARENFEEIFE - 2023F - AEE
MEETAINRIINEEZTHEA  BR7ISERE
A - REBEBEEERN SBRAEE-B&EWR
FEUREB R _IRAKEERND - 55167
ANK2HE - BFE1,995208 : [ - 39 A K50
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Overview of employee training activities in 2023

2023FEE THIIEHHE

Training project
IR E BH

Objectives

e New employees training

Help new employees to understand the company’s profile,

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

EPHEITHMARERN REMNGESE  CEBREREIE
RIE A R p A BEX o

Broaden fresh graduates’ knowledge of integrated circuits.
BEREEZEXENEXNEEME

Assist senior management in anchoring the company's
development focus.

BYEEERABHTEARIERES -

Enhance project management ability and leadership.
RAEBEEEESN  BEN -

e Fresh graduates training

o EEEXAEI

e Strategic planning training for senior
management

s BEERABHBAEE

e Management training

o EIENEII
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Statistics on employee training key performance indicators

SETHRIIBARERERST

2023 2022
Indicators EE 20235 E 2022F
Percentage (%) of employees who B ITEXEINE D (%) 97 94
received training
By gender: Male =Rl Bk 66 63
Female Z 34 37
By grade:  Senior management BE&R: ARERE 1 2
Middle management RREERE 11
Grass-roots employees AEEBETL 88 89
Average number of hours of BTHFABEXE
training received per employee per year K/ NEFEL 38 17
By gender: Male =Rl B 38 18
Female Eeglicd 37 14
By grade:  Senior management ZA&R: mARERE 70 43
Middle management RREERE 38 17
Grass-roots employees AEEBTL 23 16

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 employee
headcount. The technicians are divided into five 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.

Technicians applying for promotions below the expert
level will undergo an appraisal by the defense appraisal
committee organised by the respective department;
technicians applying for promotions above the expert
level will be centrally organised by the human resources
department and appraised by the appointment
qualification appraisal panel. The Office of the General
Manager will conduct a re-appraisal on those selected
for promotion.

s BEIE

AEEEREIRERERSE BUBEERA
B RETER RFEHEBKRE HREXR
SEHEBTAHE0%A LORMBEETETE R
BERRRBE  SMES SR DIORRAERE
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05 -
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5.3 Occupational health and safety
J Production safety management

The Group complied with the Production Safety Law
of the People’s Republic of China and formulated
the Production Safety Management Requirements
which clearly stipulates the specific requirements
for safety production work reporting system and
penalties for non-compliance with safety guidelines.
The Group established a production safety structure,
with the deputy chairman and deputy managing
director of the Company serving as the director of
the production safety committee and the first-level
department manager of the Group serving as member.
The Group has signed the "Letter of Commitment on
Production Safety" with the relevant employees each
year to ensure production safety. In 2023, the Group
established a production safety standardisation system
and passed the audit of Beijing's production safety
standardisation (Level 3).

In order to ensure safe operation throughout the
year, the Group carried out trainings and promotional
activities such as “Safety production month”, “Fire
safety publicity month” and "Safety production
management” in 2023, and through activities such
as safety production quizzes, online safety education
training, emergency evacuation drills, to raise
employees’ awareness of safety production.

53 BEXRBRERZE
s XFHEEHE

REBET(REAREIMAL2EER) @ FIE
(ZEHEEEEET) PR TLX2EETIIERS
FIEURERETRIESIMNESIHEESABER-
AEBEYLE2EESEBE  AARAREERE L
EERRKBREILEEEZESER A58 —
LMBPIKEBEREILZE - ASEESFEABE IR
E(L2EEAFKE)  REEELZSE ° 2023F -
AEERYLEEESECBRLBBILERTE
PHEZE(ZH)FEZ -

REREFRE2EE AEE023FFAR[Z2
HEEARI CTEHEEA] [R2EEEE|FIHE
JINEERS  BARELEEEZE LE2HEHR
EEA - BERAVEREAR RS EILEE

=z 3y
ERR -
SN

Statistics on employees’ occupational health and safety key performance indicators

ETRXEERZ2HEREREER

2023 2022 2021

Indicators B 20235 E 20225 F 20215

Number of work-related fatalities AT A SR 0 0 0

Number of work-related injuries EITZERE 0 0 1
Number of lost work days due to ETBEAIERE

work-related injuries 0 0 2
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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 strives 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 within its office area, so as to create a
quality office arena. The Group has equipped its offices
with safety packs, clearly stipulates the requirements
for safe use of electrical appliances, installed ventilation
system, etc. for new office in response to the air quality
conditions in Beijing. In addition, the Group purchased
travel traffic safety insurance for employees (such as
insurance for employee travelling on planes, vehicles,
etc.) to provide coverage for safe travel.

6. COMPLIANCE OPERATION

The Group considers the compliance with laws and
regulations as the cornerstone of corporation. The
Group regularly reviews and improves the management
systems regarding aspects such as supply chain
management and anti-corruption by complying with
operational location’s laws and regulations relevant to
the compliance operation such as the Company Law of
the People’s Republic of China, the Civil Code of the
People’s Republic of China, the Anti-Unfair Competition
Law of the People’s Republic of China, etc. There was
no confirmed corruption incident and lawsuit relating
to the Group or its employees in 2023. The Group has
complied with all laws and regulations in relation to
bribery, extortion, fraud and money laundering.

In 2023, the Group sent the Integrity Reminder
Letter to directors, middle and senior level employee,
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.
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6.1 Supply chain management

o Suppliers management procedures

The Group is principally engaged in the business
of design of integrated circuit chips, and its major
suppliers are integrated circuit chips manufacturers. The
effective management of suppliers during the course
of the Group’s development can help 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, regular appraisal, and win-win
cooperation.

6.1 HEHEERE
. HEFEEEF

AEEUAERERCH R RELER  MEE
PHEBRENERTHEER - HHERNA
B IE A AE B AR B R B I  FR A -
BREGERR REERMRBEE BIRY
mhg e Bt AKREFET EENHEREEE
- phERESIARRR G  EHFE &
EXmETE

Supplier management system

HEBEERA

Supplier introduction and
risk assessment EHFE

RS A K BT

Select qualified suppliers through

Regular appraisal

Annual appraisal of critical qualified
suppliers is organised, mainly

Win-win cooperation

BELAR

Information security related trainings
and communications conducted with

comprehensive appraisal on aspects such

procedures such as basic information integrated circuit chips manufacturers

assessment and on-site audit, etc. of

as quality and information security, etc.
and the cooperation with suppliers who
do not meet the requirements will be

and testing centres on a regular basis.
TEHA B K E (
R :

poten‘ual supphers
B

canceled

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.
accordlng to customers' requirements.

51 i3 TFE

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

AEEBE TCEERHRTEEENRF) - BE
THEERHERNESE FEREEMNER
HAFARETHERNES FFE AREE
ARBFESHELENESRA - LEERHEE
BREARY BRENRESERIENER MR
% o
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In addition, the Group formulated the Production
Procurement and Outsourcing Processes 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.

In 2023, the Group revised the Production Supplier
Management Control Procedures in accordance with
the IATF 16949 Automotive Quality Management
System and the ISO 27001 Information Security
Management System, and added new audit
requirements for information security management and
product quality management.

J Reqular appraisal of suppliers

The Group chooses to cooperate with suppliers
which comply with the requirements of the laws and
regulations in the People’s Republic of China 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 security
management system and quality management system.

The Group carries out annual appraisal of its critical
qualified suppliers. The appraisal of the qualified
suppliers is based on criteria such as the supply
situation in last 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 list of qualified
suppliers for the coming year, while ad hoc two-party
audits will also be conducted on suppliers as part of
daily management. In the event that a qualified supplier
has no business dealing with the Group for the past
3 consecutive years, the qualification of such supplier
will be canceled. The Group conducted appraisal on 7
suppliers in 2023, mainly focusing on the assessment of
suppliers’ quality control system, information security
management system, procedure control and corporate
management system, covering identity authentication
smart card chips testing, module assembling testing,
circuit initialisation, etc.
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Statistics on supply chain management key performance indicators

HEEEERRARISEAT

2023 2022
Indicators BiZ 20235 E 2022
Total number of suppliers HrEmas (M) 45 65
By geographical region i@
e Mainland China o A 41 60
* Hong Kong, Macau, Taiwan and o B RPY - BEEI
overseas 4 5

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”.

In order to regulate the gift accepting arrangement
during business interactions on behalf of the Group,
eradicate the possibility of violating laws and disciplines,
strengthen employees’ self-restraint and awareness
of preventing corruption, the Group formulated
the Handing Over of Gifts Collected Requirements
(Provisional), and the “Significant issue, key official
appointment and removal, significant project investment
and large value fund utilisation” Decision-making
System Implementation Measures. The Group conducted
a special anti-corruption training on disciplinary
education, organising learning activities on warning
cases, anti-corruption for the management, etc. At the
same time, the Group organised quarterly disciplinary
education for a total of 383 participants to enhance
employees' awareness of integrity.

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, corporation’s or individual’'s
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 channels such as letter,
telephone, internet, facsimile, etc.

6.2 RES
o RESEHHIE
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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.

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

and collect evidence on the whistleblowing case.

LY AR HIR N
AT RERER  BEEE

~

Whistleblowing cases are registered
and filed once received.
HUF R ERE R -
TEAVERAER

°

The investigation

ERE

HFETIE

T

7. ENVIRONMENT

The Group strives to reducing the possible adverse
impact of operations on the environment. The Group
regularly reviews the environmental protection
management measures in complying with operational
location’s laws and regulations relevant to environment
such as the Environmental Protection Law of the
People’s Republic of China, encourages employees
to take responsible actions on the environment and
regularly provides employees with relevant training. In
2023, 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.

7.1 Green operations

The 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 emission. In response to the identified
environmental impacts, the Group has formulated
corresponding management measures.
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should be completed within the prescribed
time limit and reported to the management
after reaching a preliminary conclusion.
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A special meeting will be convened
to consider the whistleblowing case
and investigation results and to come up
with a recommendation.
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Aspects Green operation measures

f& T BREEEER

Emissions

23587

Measures to reduce greenhouse gas emission and office waste generated
during operations.

HeERRETELAMNABERBHREMABEMHREEE -

Water conservation and energy conservation measures, and recycling
of packaging materials used in finished products during operations.
Strengthening low-carbon publicity and education to promote energy
conservation philosophy.

I8 AR Y ERK N B R R
BIRREEMAE - BB

2. Use of resources and
climate change

2. BEREARRZREL

e~ SRR MR ERMEHETREERER o i
REEED -

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

3. RRAEHBRA
° 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 also reduces 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. The
Group complies with the Prevention and Control of
Environmental Pollution by Solid Waste Law of the
People's Republic of China, improved the disposal
method of waste toner cartridges by entrusting the
printer suppliers to conduct unified recycling to reduce
environmental pollution.

MRRAR¥EAEY EPEIMNTRREHORNERE R -
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J Use of energy

With regards to use of energy, 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.
and 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.
In addition, the Group formulated the Use of Office
Vehicles Management Requirements, requiring the
timely recording of the mileage and fuel consumption
of office vehicles after use to reduce gasoline
consumption through standardised management.

With regards to awareness publicity, the Group
extensively conducted low-carbon publicity and
education to its employees through activities such
as low-carbon and energy conservation knowledge
publicity, 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”.

° Use of water resource

As the Group’s consumption of water resource mainly
arises from operation of offices, and currently the
Group’s water source is municipal water supply, it is
not facing problem and risk in accessing sufficient
water source. The Group promotes the basic philosophy
of water conservation to all 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.
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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.

J Climate change

In order to respond to the "Peak carbon dioxide
emissions and carbon neutrality targets” in the PRC,
the Group proactively identified the risks posed by
climate change to its operations in accordance with
the requirements of operational location’s laws and
regulations such as the Beijing Peak Carbon Dioxide
Emissions Implementation Plan, promoted the efficient
use of resources, and made every effort to minimise
the energy consumption during operations (including
the consumption of electricity and gasoline by office
vehicles), so as to lower carbon emissions generated
during operations.

The Group’s integrated circuits design operation
does not involve manufacturing, and its four business
operational locations 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.

In 2023, the Group established a management
system to address the climate change with reference
to the International Financial Reporting Standards
S2 "Climate-related disclosures” issued by the
International Sustainability Standards Board, in order to
enhance its ability and resilience to respond to climate
change.
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. ARENE

RTERTEGER  BPMNER]  AEER
RUERMiEEERTR)SHESEMERR
ERMENR - BEBRREE CHEENER
BB ERE =B KRB R &8 B2+ Hae
RERE (BRERERRAENTVER) @ BEZE
B2 E A AV ARBEI
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Climate change response management system

° Governance
. A

EHRRELCEERR

The Group has established a top-down climate change response governance
structure. The Board is responsible for formulating climate change response
strategies, regularly reviewing the progress of work on climate change management
issues to ensure the effectiveness of the strategies and management measures
as well as the progress of the targets. The ESG working group is responsible for
implementing the climate change response strategies, assessing, managing and
monitoring climate change related issues, and regularly reporting to the Board on
the progress of the work of the ESG working group and relevant performance
$¢@L¢$LiTmEﬁﬁf“kﬁﬁ%% ExgaatITEERRE(LE

%%@#fHMEE$EIWLFﬁﬁﬁW& BB ERM  BRER
’EF ESGI{’E NEBERITREERESE(CER - 4 BEENERERREE (L
HEZEE  THREFGERESGIIE J\%ﬂﬂ’]lf’ﬁi’%@&*ﬁ%ﬁéﬂxﬁl

o Strategies

o KB

The Board and the ESG working group regularly identify and analyse climate-related
risks and opportunities related to the Group's business, assess the impact of
climate-related risks on the business, and make timely adjustments to the Group's
strategies and management measures to cope with climate change and business
development.
EE Y MESGT /AT BRI - 947 8178 5 B 22 75 48 BA &Y S 1R AR 7 2L B &*%L
pﬂﬁﬁﬂﬂﬁfﬁﬂ HEBNTE  ERFABRAEEERUREECREBERNRE
NMEBEE -

o Risk management

s RERERE

To formulate corresponding risk assessment and management procedures based on
the probability of occurrence of climate-related risks and the degree of impact on
the Group's business, with regular emergency response drills to enhance the ability
to respond to these climate-related risks.
ENRAGHEARREARIDHAEBRETERE - flIEERRR G MEEE
o EHRRESBER  RAUZEREEFERRAEEHEEN -

. Performance and
targets

s EEEKBER

To set appropriate climate management targets based on estimated future business
development and to disclose relevant performance and progress of achieving the
targets in the annual environmental social and governance report.
EREMAREBER HIEAENREEERR TEFERE HERELAR
ERBEREEMRBIZEE -
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Statistics on environment key performance indicators

REBRANEEAT

Units 2023 2022 2030 target

Indicators bt Efr 20235 E 20245 E 20306 H 2

Gasoline consumption’ FURBFRE litre 8,002 4,654

vix
Electricity consumption HEE MWh 2,655 2,627
KEE
Consolidated energy consumption? R4 AR EFE 22 MWh 2,726 2,700
KEE

Consolidated energy consumption & 7 KIEEE & MWh/m? 0.17 0.17  The increase is not

per square meter of floor area® M A LR KR/ FhK more than 10% of
ERE the performance

level in the base

year 2023

RS RERSF

2023F MY B RUKF

£110%

Total greenhouse gas emission* ~ #RZREHME"  ton of CO, equivalent 1,532 1,512

I CO8 &8

* Scope 1 greenhouse o BEVRERE  tonof CO, equivalent 17 13

gas emission’ B Es W CO2E

* Scope 2 greenhouse o BHEJRERE  tonof CO, equivalent 1,514 1,499

gas emission® HEm & W CO2E

Total greenhouse gas emission & FJKIZEEE  ton of CO, equivalent/m? 0.09 0.09 The increase is not
per square meter of floor area®  MERERE W CO,E8/FHxK more than 10% of

BEmEs the performance
level in the base

year 2023

RS RERE

2023F MY BRUKF

#110%

Waste toner cartridges BERNEERES number 56 69
consumption @

ton 0.05 0.07
]

Waste toner cartridges BFHABEER gramme/m? 3 5 The increase is not
consumption per square meter  HIEERHE 7/ ERHK more than 10% of
of floor area’ EHEE the performance

level in the base
year 2023
RS RERE
2023F HBRUKT
£110%

Water consumption FEXKE m? 7,716 8,929

RV

Water consumption per BYHREHEEE m¥/m? 0.48 0.56
square meter of floor area HFEKE MK/ ERK

Volume of paper used RARME ton 1 1
in offices ]

Volume of packaging materials 85K T B 5 ton 4 1
used in finished products MHE ]
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Notes:

In 2023, the Group was not affected by the external
environment and the usage of office vehicles increased, which
resulted in an increase in gasoline consumption in 2023.

Consolidated energy consumption includes purchased electricity
consumption and gasoline consumption.

Due to the favourable development of the operations in recent
years, the Group has revised the environmental targets, namely
consolidated energy consumption per square meter of floor
area target, total greenhouse gas emission per square meter
of floor area target and waste toner cartridges consumption
per square meter of floor area target, in 2023 to: with 2030 as
the target year, consolidated energy consumption per square
meter of floor area target, total greenhouse gas emission per
square meter of floor area target and waste toner cartridges
consumption per square meter of floor area target are set at an
increase of not more than 10% of the performance level in the
base year 2023.

The total greenhouse gas emission is the sum of Scope 1 and
Scope 2 greenhouse gas emission.

Scope 1 greenhouse gas emission is calculated based on vehicle
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 issued by The Stock Exchange of Hong Kong Limited.
The Group is not involved in the use of diesel fuel, so Scope
1 greenhouse gas emission is generated from gasoline
consumption.

Scope 2 greenhouse gas emission is calculated based on
electricity consumption data and grid-based emission factors.
The grid-based emission factors of 0.5703 kg CO,/kWh stated
in the Notice on Doing a Good Job in 2023-2025 Reporting and
Management of Greenhouse Gas Emission of Power Generation
Corporation issued by the Ministry of Ecology and Environment
of the People’s Republic of China has been used for the
calculation in 2023 and 2022.

The waste toner cartridges consumption is calculated by
multiplying the weight of a single waste toner cartridge by
the number of waste toner cartridges consumed during the
reporting period.
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BWEEREINEADEIRBEEETRE
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SHENE 8

HEVREREHNERBETEEABE BB RER
BUETTRE  HEAA RN ABELZETERER S
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HEEERBHNEREREEHELEFEMEL
ETEE  2023F B R202EERAFEARLME
FRRE R (AN IMIF2023-2025F B ETELELE
REHSMBESERREIENBI)BEMHEEHERR
#0.5703 kg CO/KWhiEFT&TH -
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EHIARE R ERFERE -
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7.2 Green products

The Group is principally engaged in the business of
design of smart cards and secure element chips. Despite
smart card chips only accounting for a relatively small
portion of the technological product, smart card chips
are the core to driving the operation of the products,
and good design can effectively reduce the impacts on
the environment throughout the entire life cycle of the
product.

J Design phase

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. The Group implements a green office,
which reduces greenhouse gas emission and resources
consumption.

J Production phase

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.

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).

The Group actively uses more environmentally-friendly
raw material to reduce the impact of operation,
research and development, and production on the
environment.

72 BEEM

ARENEE R AR RE RIS 2R -
BE RS ERRE R ERAB LB -
BE R REDERBEORD - RIFHR
HERRALESEELHBNLRENTE -

. wiBR

AEBEEERE RO RABEENREFEBER
EREBM  ARBERMKERNER - A&E
HITHERN  BRDRERBHEREERER -

s ZLEER

EEREAEEA (EN A AR
2 ALBREBREES  EXGEEGREAN
BEEH AL R BB
B -

AEBEREBRERERNTH B BBREFR
R FT B E MM BRoHSE Kk - A BRI
B 3R & E B R B BREACH (((EE mHy
it~ FFh - RAEMES)) B

AREBBRRAERFRORMTE - FEEE -
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8. COMMUNITY INVESTMENT

The Group strives to be an outstanding corporate
citizen by focusing on public welfare issues such as
environmental protection, village revitalisation and
community building, actively practicing corporate social
responsibility, and continuously influencing employees
and key stakeholders in this way.

In 2023, the Group launched the public welfare activities
of "Earth hour”, "Consoling frontline forest guards
and green ride to help protect the green hills and clear
waters”, "Central state-owned corporation providing
agri-support week” and “Helping the disabled with
public welfare actions”. In addition, the Group invested
RMB310,000 to a Village Revitalisation Special Fund
organised by China Electronics Corporation Limited.

8. HERE

AEERTRZRE BYRARTREZRER
mawm o BREBETEEMEEME WA TEF
EETNEZRHNE BOARKAFBEMNLER
E o

ANEBR2023FFRE [HER—/NEF | [ B — 4R &
ME e ZEEITH N TEEKFLUITREEEE
HKEZF|INIBEARETH] A5 ES - R
REBRAAR310,000EFHEFEEE
¥EEERQAFENNBITIREFZEES -

Statistics on community investment key performance indicator

HEREARARERGT

Unit 2023 2022
Indicator B By 2023FE 2022 [F
Investment in community welfare' HEARZE' RMB'000 310 350
AR¥ETTT
Note: B 5E -
1. Investment in community welfare in 2023 excluded the 1. 203FFEHELARBRETSAREEN [ FHH —IREME o

donation from the Group’s “Consoling frontline forest guards
and green ride to help protect the green hills and clear waters”,
"Central state-owned corporation providing agri-support
week” and “Helping the disabled with public welfare actions”
activities. Investment in community welfare in 2022 excluded
materials donated by the Group to various places in Inner
Mongolia to help improve the living and education standards of
the local people, and electronic equipment such as computers
donated by the Group to the Disabled Persons Federation of
Chicheng County, Zhangjiakou City, Hebei Province to support
the disabled in online learning and working from home.

GERITHMATEGKSLUI[AMEBERERZR| R
[BEARTHEDNERESTE 2022FEHERTE
BETEAREBARNTHZHIBERYE  RYNEFEH
ARBETFEKRFERHBE KT RAAIEE KRR O TR
BREHEANBACBREKNSETHRE  IHBREALTE
TEREBENERHIA -
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