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1. ABOUT THIS REPORT

This report is the Environmental, Social and Governance
Report published 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”)
regarding environmental, social and governance (the
"ESG") issues. This report has been prepared with
reference to the Environmental, Social and Governance
Reporting Code as set out in Appendix C2 to the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

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”)
and Shanghai Huahong Integrated Circuit Co., Ltd.

Reporting period: 1 January 2025 to 31 December
2025.

1.2 Data

Data disclosed in this report were extracted from the
original records of the Group’s daily operation or
financial reports.

1.3 Reliability assurance

The board of directors of the Company (the “Board”)
guarantees that 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 through an online survey of key
stakeholders and data analysis. The process and
results of the materiality analysis are detailed on
pages 7 to 11 of this report.

o Principle of quantification. The Group’s ESG
quantitative key performance indicators have been
disclosed in this report and are detailed on page
22, 25, 28, 30, 34, 52 and 55 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 issues

The Group has established a top-down governance
structure for ESG issues with the Board assuming
overall responsibility for ESG strategy and management
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 ESG issues of the
Group;

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

¢) directing and reviewing the formulation of ESG
management approach and strategies, including
processes for identifying, assessing, prioritising
and monitoring key ESG issues;

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

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

J 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) identifying ESG risks and opportunities relevant
to the Group annually, assessing the current and
expected impacts of such risks and opportunities
on the Group, and making recommendations to
the Board on strategies to respond to such risks
and opportunities;
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b) formulating the Group’'s ESG management
approach and strategies, including processes for
identifying, assessing, prioritising and monitoring
key ESG issues;

c¢) formulating ESG targets and promoting specific
implementation measures;

d) preparing the annual Environmental, Social and
Governance Report for the Board’s review and
approval; and

e) other duties as delegated by the Board.

2.2 Progress of ESG work

In 2025, 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

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.
Continued to participate in the formulation of
national standards, industry standards and association
standards, assisted in promoting the standardisation of
industry technology and was awarded the ISO 27001
Standard (Information security management systems)
certification and the ISO 26262 Standard (Road vehicles
— functional safety) certification.

J Employees

Comprehensively considering factors such as annual
staff cost budget and annual staffing requirements,
reasonably adjusted the remuneration levels of
employees. Added a quarterly bonus arrangement to
the employee remuneration structure to optimise the
existing remuneration structure, arranged employees
to receive training on production safety to ensure their
occupational safety, advocated the combination of
work and leisure, and conducted activities such as gala
nights and family activity days to enrich the working life
of employees.
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o Compliance operation

Arranged directors and employees to receive
anti-corruption training and disciplinary education,
and through various channels continuously promoted
the building of business ethics culture, continuously
promoted the environmental and social risks
management of the supply chain, conducted risk
assessments and regular appraisals on, and improved
the supply chain management system.

° Environment

Through means such as regulating the climate-related
risks and opportunities reporting mechanism and
emergency plans, actively responding to China’s “Peak
carbon dioxide emissions and carbon neutrality”
target and making every effort to reduce the energy
consumption in the course of operations, complying
with the principle of “Reduce, recycle, harmless”
enshrined in the Law of the People’s Republic of
China on the Prevention and Control of Environmental
Pollution by Solid Wastes to optimise the disposal
method of waste, donate reusable resources such as
old computers and reduce environmental pollution
through recycling.

o Community investment

Continued to participate in public 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 business comprises the
design of smart cards and secure element chips and the
development of application system.

The Group has always been insisting on developing
the information industry and safeguarding 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 integrating it into the Group’s strategic and
operational practice. The Group pursues to maximise
ESG comprehensive benefits 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 Code as set out in Appendix
C2 to the Listing Rules for the year ended 31 December
2025. Details of the corporate governance practices
of the Company are set out in the Company’s 2025
Annual Report.

3.2 Participation of key stakeholders and
analysis of key ESG issues

Interaction with key stakeholders constitutes a key
element for corporations to achieve sustainable
development. The Group’s principal place of operation
is in Mainland China. The key stakeholders of the
Group include its shareholders, customers, employees,
government and regulatory authorities, business
partners, communities and the public as well as the
ecological environment. Through communication with
its key stakeholders, the Group understands their
expectations and demands, so as to provide guidelines
for the Group’s operational decision-making and
make more positive contributions to the sustainable
development of the industry and society.

In 2025, the Board has adopted an approach that
combines peer benchmarking and expert opinions, in
the light of the actual operational circumstances of the
Group and issues of great concern to key stakeholders
and having a material impact on the Group’s business,
to analyse the importance of various ESG issues,
identify and determine 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
ESGEH EEMSMN HESEE
Emissions Exhaust emissions |The Group is principally engaged in the|7.1 Green operations
BEMY EERHERR business of design of smart cards and|7.1 4k & &
secure element chips and its business
Discharge into does not involve manufacturing process.|7 1 Green operations
water and land Apart from non-hazardous wastes|; | #%@&ig
Mk &+ e produced from operation of offices (such
Hazardous and as waste Ipaple‘r), the Group dogs .nOt 7.1 Green operations
non-hazardous p.roduce 5|gn|f|cant exhaust emission, 71 40
waste generation discharge into water an.d land and
EEREEHEEY generate lhazardous wastes in the course
= of operations.
AEENTIE2XRBRREEERRLET
FERRET » HEB NS RELERE o B
NEEEFNBEZTEREY (MELK) I
AEBEREEBEPIBELEBERER
BERC > KRB AR ELE B ERER
) o
Use of resources Use of energy The Group consumes gasoline, electricity, | 7.1 Green operations
BiREH BEIR{E A water resource and packaging materials|7.1 4k 8 &8
used in finished products in the course
Use of water of operations. Through strengthening|7 1 Green operations
resource the management of resource usage,|7 1 #%@E&E
K& B (& B the Group strives to minimise the
Packaging materials en\;ronm?ft[al Iﬂmpi(,:t O\Ll\\ts op;;ratlonS.; 7.1 Green operations
used in finished \Kﬁgg@i&ﬁpﬁﬁmfﬁa ) \Ea\jj KA 7.1 HEEE
products and paper ;\JT?DA&%%&&F&FH@%M@ . @ﬂﬂﬂ?i%
Used in office /J'ﬂi‘fﬁﬁﬁ E‘:ﬁ/ C AEBBNRBESELIR
L LT 1 bt
o R 3N R AR
Environment and natural resources The manufacturing process of the suppliers|7.2 Green products
EERRREE with which the Group cooperates involve|7.2 4k & E M

resource consumption, waste generation,
etc., which have certain impacts on the
environment and natural resources. The
Group attaches great importance to the
sustainability of supply chain and advocates
partners to adopt environmentally friendly
measures to optimise the efficiency of
resource utilisation and to jointly reduce the
environmental impact of the manufacturing
process.
EAEESENHRERERERD Y RE
BFOHRE - BEWELS  HRBMRAE
RER—ENTE  AEESEEHRHEE
B RFEMN - BESERHRIIRRIE
i BLEREANE - HABRERER
B IRIBERNTE -

FEEFEARKERAT 2025FRE HERER/RE 7




ESG issues Materiality analysis Corresponding section

ESGEH EEMSM HEZE
Climate change The Group's integrated circuits design|7.1 Green operations
KRIzE1L business does not involve manufacturing|7.1 4% & &

process, and its four business operational
locations are located in industrial parks
or business centers of first-tier cities
with well-developed infrastructure and
facilities. Although operations are less
directly affected by climate change, the
Group has attached great importance to
the risks and opportunities that climate
change may bring. In order to actively
respond to climate change, the Group
strives to promote the efficient use of
resources, actively conduct greenhouse
gas emission accounting, adopt various
measures to reduce energy consumption
and reduce greenhouse gas emissions
generated in the course of operations,
and actively respond to China's “Peak
carbon dioxide emissions and carbon
neutrality” target.
REBNEXNSERTER DT REE
RE - MAMMERGLEMITDME R
HHEEAEETENTIEEREIEE
R BELEXRGEECHNEEYER
N BAREESE ERRIKE(CA] BT R
B ERE s - RIEEEHREZE - K
SEBNNEDHERNSBUER - BB
FOAZEREBHMZE  KINZEREMEE
RERUBERE - WA EEBRREPELNART
REBEEWN  BREEDEOHEE - iR
RAMIEE -
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ESG issues

Materiality analysis

Corresponding section

Employment

(]

ESGEH

Employment

(=5

Training and
development
1)l e B

Health and safety
BERZE

EEMSM
Employees are the key cornerstone of
the Group’s sustainable development
and provide the driving force for
the continuous innovation of the
Group. Therefore, the Group attaches
great importance to the rights and
interests and benefits, health and
safety, and training and development
of employees, and strives to create a
favourable working environment to
support the career growth and all-round
development of employees.
BIRASENKEZRENEEER -
R AASERENGEIFFHNRE S - B
- AERESEERE TR REF
BENZE  BIMER BOIREER
IV TIEIRE BB IMBERKRES
H R -

5.1

5.1

HESEE
Employment and

employee benefits

EELETREN

5.2

5.2

Training and
development
1) e B R

53

53

Occupational
health and safety
BERERLZR

Labour standards
45 TR

The laws and regulations of the Group’s
operational locations prohibit child
labour and forced labour. The Group
strives to provide a fair, free and safe
working environment for all employees.

REBEEMERIOERZILERETLIN
NoBHIBT - REBB NN BB E IR
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5.1

5.1

Employment and
employee benefits
ERNMEIEA

Supply chain
management

HrEmEE

Management of
environmental and
social risks of the
supply chain

e S B IR 35 K At
EE

Effective supply chain management not
only helps the Group to respond to the
aspects of environmental and social risks,
but is also crucial to the Group’s product
quality. Through working closely with
suppliers to ensure that they comply
with high standards in the aspects of
ESG, the Group is able to enhance the
reliability and market competitiveness of
its products.
BRNHEEEEMEREDASEREY
ERREIMtEFTHNRR  bHASEN
EmBEXHER - RARMHERTYE
15 WEREERERE HegRkEATHEHER
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6.1

6.1

Supply chain
management
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ESG issues

Materiality analysis

Corresponding section

Product
responsibility

EmEE

ESGEH

Development of
secure element
chips
TEONRFAE

EEMSM

The rapid development of 5G and the
Internet of Things continues to raise the
market demand for information security,
and thus the development of secure
element chips is becoming increasingly
important to the Group’s business.
SGMY BB & R E R TERATIS S
ERZEMHEXR Bt 22T HEHER
REBXBHEZ M WETEEZM -

HEEE
4.1 Information
security
4.1 EREE

Quality of products
and services

EmkRHENEE

Through strict quality control and
continuous improvement, the Group
is able to ensure that its products and
services meet high standards, satisfy
customers’ needs and enhance market
competitiveness.
RIBBRBHE X MFESE - A5H
RERERERNBREREREE  WER
FPRE  BAMBHRES -

4.2 Quality
management

42 BEERE

4.4  Customer service

4.4 BEARDS

Intellectual
property
management
NBERERE

The operations of the Group involve the
use of intellectual properties owned by
customers, third parties or the Group.
Therefore, protecting the intellectual
properties of the Group and customers,
and avoiding infringement of others’
intellectual properties are not only
helpful for safeguarding fair competition
and market order, but also motivating
innovators to continue to drive for new
innovations, so that the society as a
whole can benefit from the fruits of
these innovations.
REENEESRERBEET F=77%K
SEBEBEHABEE - At - REAEH
MEERMBERE  REDIERILHAD
MBERE TMEEPREELTHRFENT
SIRFE - 02BN Bl & T HERR T
EHETEXENELEIFHKR -

4.3 Research,
development
and innovation,
and intellectual
property
protection

4.3 HEBIFTEMBE
R IR

Customers’
information

security and privacy
protection
BEEERE M
B AR &

The operations of the Group involve
confidential information of certain
customers. Proper management and
protection of such information is crucial
as failure to protect such confidential
information effectively may not only
lead to damage to the co-operative
relationship, but also expose the Group
to negative impacts such as legal risks,
reputational damage and reduction in
market competitiveness.
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4.4 Customer service
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ESG issues Materiality analysis Corresponding section

ESGEH EEMSMN HEZH
Anti-corruption Anti-corruption Anti-corruption is a key safeguard for the|6.2 Anti-corruption
RES practices healthy and sustainable development of [6.2 KE&5

RETER the Group's business. The establishment

of a sound anti-corruption policy and
compliance mechanism will help to
prevent the risk of corruption and
safeguard the Group's interests.
REFRRAEENEGRERAIFEERE
MEZRE  -BEUREHORESBERMNEG
RH - BBREE)SER - RIEASK
E iR e

Community The Group’s principal place of|8  Community
investment operation is in Mainland China. investment
HERE The local government and society|8. #E&E

expect corporation to fulfil its social
responsibilities through supporting
disadvantaged groups and public welfare
projects. This not only helps to facilitate
social harmony, but also enhances the
Group's social image and influence.
AEEFZESEMERRHANM - BT
Mt et XBeEDHEBEBNRE
HEBTEMGEET - ETEBBNRE
HEME AR EATREBNL ST
KRMEEN -

3.3 ESG working group 3.3 ESGI{E/N4E

The Group has established an ESG working group as REER TESGIENMAERESGITEMEEE
the manager and coordinator of ESG work, which is HipHAE BAQNAEFHALEBEETHAR - ESG
headed by the managing director of the Company. The THENAB BEBESGERKZE RSB - I
ESG working group is responsible for implementing EHRMESSERSCIIELER

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 ESGIL{ENAEBEHEN A REEERIEZEN
section headed “ESG Management Statement from the ESGEIEBH]—& A -

Board” of this report.
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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 Copyright
Law of the People’s Republic of China, the Patent
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
2025, there was no litigation against the Group and no
violation of laws and regulations by the Group in the
aspects of 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
safeguarding information security as its own
responsibility, complies with the laws and regulations
and the relevant requirements regarding information
security management such as the Computer Information
Systems Safety Protection Regulation of the People’s
Republic of China, the Cybersecurity Law of the People’s
Republic of China, the Electronic Information Industry
Production Safety Management Requirements and the
Commercial Cryptographic Management Regulations,
researches and develops self-reliant and controllable
smart cards and secure element chips while building a
safe operating environment, and provides a foundation
for China’s information technology modernisation and
information security.

The Group established an information security
management system by adhering to the information
security approach of “Catering for demand for security
through systematic prevention; pursuing continuous
development through the participation of all
employees”. The Group has also set up an information
security management team to be responsible for
coordinating information security management
practices, ensuring stable operation of the information
security management system, continuously improving
the information security facilities and managing of the
information assets. The Group was awarded the ISO
27001 Standard (Information security management
systems) certification (valid until August 2026) in 2024.
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The Group has formulated management systems
such as the Information Security Strategy and the
Information Security Employee Manual to protect
customer privacy, data and information through
methods such as setting information access
permissions, encryption, obfuscation or desensitisation.
The Group has revised 19 management documents
such as the Configuration Management Procedures
and the User Access Control Management Procedures
in accordance with the relevant requirements of the
ISO 27001 Standard (Information security management
systems) to improve the information security
management practices in 2024.

Regarding information security related risk
management, the Group identifies, assesses and
responds to various types of risks in accordance with
the relevant requirements of the Risk Assessment
Management Control Procedures. Through the use of
tools such as risk analysis and evaluation forms and risk
assessment reports, the Group systematically analyses
the likelihood and impact of information security
related risks and takes corresponding measures to
minimise potential business threats. In addition, the
Group timely follows up changes in information security
related laws and regulations, and conducts compliance
assessments in the light of its operational circumstances
to effectively prevent compliance risks.

In 2025, through internal and external reviews, the
Group has refined and improved the information
security management system and implemented
improvement measures based on the results of the
reviews. In addition, the Group has conducted business
continuity exercises on its infrastructure, network and
application systems, the results of which indicated that
the information systems were operating normally.
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In 2025, the Group participated in five specialised
seminars (including online) organised by the
Commercial Cryptography Testing Center. These
seminars mainly focused on discussing the testing
and certification systems for cryptographic chips
and cryptographic modules in the commercial
cryptography sector, contributing to the optimisation
of industry standard systems. At the same time, the
Group arranged all employees to receive information
security training and completed information security
test questions twice to consolidate their information
security awareness.

In order to further raise information security
performance and ensure the effective operation of
the information security management system, the
Group formulated information security targets and
corresponding management requirements, and assisted
external suppliers to improve their information security
management practices.

J Development of secure element chips

The Group strives to promote the continuous
development of China’s secure element 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, the Group has established
a comprehensive product security management system.
A number of high-end secure element chips have
passed various authoritative domestic and international
security certifications such as UnionPay card chip
product security certification, commercial cryptographic
product certification (Security Level 2), IT product
information security certification (EAL5+), CCEALG+,
CCEAL5+, EMVCo, GSMA and eSA. In 2025, the Group
also successfully launched the CIU98_G50, the first
domestic secure element chip product to pass GSMA
eSA certification. Secure element 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 and Internet of
Vehicles.
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The Group continues to lead China’s secure element
chips technology, keep pace with international
standards, and demonstrate China’s “Smart card
chips” capability. The Group has launched a number
of automotive grade secure element chip products for
Internet of Vehicles applications and achieved large
scale application. At the same time, related products
have also been gradually applied on a large scale in the
information security sector such as Internet of Things,
Internet of 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.
The Group was awarded the ASIL-D Grade I1SO 26262
Standard (Road vehicles — functional safety) certification
for the first time in 2024.

The Group has actively participated in the formulation
of a number of national standards, industry standards
and association standards. In 2025, national standards
such as the Social Security Card One-card-pass
Specifications of the People’s Republic of China, which
the Group had participated in formulating, were
officially published and implemented in 2025.

J Safe operating environment

While focusing on the research and development of
smart card chips with high security and high reliability,
the Group also attaches importance to the safety of
physical environment, that is, protecting computer
network equipment and facilities against damage
resulting from accidents such as earthquakes, floods,
etc., as well as human behaviours. The Group has
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, and office environment management,
for safeguarding the design and development of smart
cards and secure element chips.
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4.2 Quality management

e Quality management system

The Group's integrated circuits design business
comprises the design of smart cards and secure element
chips and the development of application system and
does not involve processes such as manufacturing,
assembling and transportation. The Group adheres to
the “Zero defect” philosophy in provision of products
and services to customers, the quality approach of
“Catering for customers’ demand through continuous
innovation, pursuing customers’ satisfaction through
the participation of all employees” as well as complies
with the laws and regulations and the relevant
requirements such as the Product Quality Law of the
People’s Republic of China and the Standardisation Law
of the People’s Republic of China, advocates quality
management with the participation of all employees,
and strives to achieve whole-process control and
continuous optimisation of the quality of products. In
2025, there was no recall of the Group’s products sold
or delivered due to safety and health reasons.

In accordance with the relevant requirements of the
ISO 9001 Standard (Quality management systems), the
Group has formulated product quality management
systems such as the Product Review Guidelines
and the Substandard Products Control Procedures,
covering various processes such as product design and
development, risk control, outsourcing of production
control and performance evaluation, so as to promote
the systematic and standardised management of
product quality, and to satisfy customers’ demands for
diversification, personalisation and refinement.

The Group was awarded the ISO 26262 Standard
(Road vehicles — functional safety) certification (valid
until August 2028) in 2024, and has revised the
management systems such as the Product Cycle
Inspection Processes and the SE Circuit Product
Inspection Practice Guidelines in accordance with
the relevant requirements to raise the standards
of product quality reviews; and improved the
Substandard Products Control Procedures and added
new requirements for the handling of substandard
automotive grade chip products in accordance with
the relevant requirements of the IATF 16949 Standard
(Automotive quality management systems), which will
help to provide customers with high-quality products
and services.
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Building on the continuing promotion of I1SO 9001
Standard (Quality management systems) reviews and
follow-up work, the Group deals with the substandard
products found during operations in accordance with
the Substandard Products Control Procedures. The
responsible departments are required to analyse the
causes, formulate rectification and precautionary
measures, and follow up on the implementation status
and the effectiveness of these measures. In 2025, the
Group set a target of return rate of 1% and below for
integrated circuits product delivered, and the actual
product return rate was 1%.
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Regarding management of labelling of product, the
Group formulated packaging specifications for products
such as integrated circuit cards and smart cards, which
clearly states the labelling requirements for information
such as product model number, product batch number,
product quantity, time of processing and place of
origin.

J Quality inspection procedures

The Group conducted quality inspection on products
such as wafers, integrated circuit modules, integrated
circuit cards and circuits that are independently
researched and developed with procurement and
processing outsourced in accordance with the
operational requirements of the quality inspection
procedures imposed by the 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, inspectors
regularly calibrate the professional high-precision
instruments used for quality inspection to ensure the
accuracy of the inspection results.

. Quality culture

The Group regularly holds quarterly quality meetings to
provide attendees with a comprehensive understanding
of the quality problems and the causes through
compiling and reporting on product and service quality
problems and their handling, so as to enhance the
employees’ awareness of product and service quality,
and to promote a quality culture with the participation
of all employees. At the same time, the Group arranges
new employees to receive training on the quality
management system to accelerate their familiarisation
with the Group’s quality management system and
enhance their knowledge of quality management.

During the “Quality month” in 2025, the Group
arranged a “Comprehensive quality management quiz
competition activities” for all employees. In addition,
the Group actively conducted product quality training
activities, covering topics such as “How to prepare
and effectively verify preventive measures” and
“Training on quality management system standards and
requirements for certified quality manager (CQM)".
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4.3 Research, development and innovation,
and intellectual property protection

The Group attaches importance to original innovation,
integrated innovative capabilities, vigorously promotes
scientific discovery and technology invention. In 2025,
research and development focused primarily on the
research and development on the application of
security SE chip products, such as eSIMs and Internet
of Things chips for smart terminals, as well as security
microcontroller unit chip products, the continuous
improvement of the performance of smart cards
and secure element chip products, the upgrading of
product security certification levels, research on the
application of secure element chips for the Internet of
Things and the Internet of Vehicles sectors as well as
the development of application systems and solutions.
In 2025, the Group has obtained 17 new patents,
registered 6 new software copyrights and 7 new
integrated circuits layout designs.

The Group has formulated, and continues to revise, the
Intellectual Property Management Measures to clearly
state the responsibilities and working procedures for
each of the departments and personnel, and provide
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, training, awards, etc. The
Group respects and regulates the use of intellectual
properties of its customers and third parties. It also
keeps all business partners’ product’s technical
information strictly confidential. The Group conducts
intellectual property risk assessment at project
inception and iterative analysis on relevant intellectual
properties at critical stages of projects, and based on
the results of such assessments and through methods
such as procuring external licenses and technology
circumvention to reduce the risk of infringing on the
intellectual properties of others.
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In 2025, the Group participated in the formulation of
a number of national standards, industry standards
and association standards such as Integrated Circuits
— Measurement of Electromagnetic Emissions Part 8:
Measurement of Radiation Emissions — IC Stripline
Method, Cybersecurity Technology — Integrated Circuit
Chips General Security Specification which helped to
enhance the high-quality development of the industry.
The Group continuously through incentive measures
encourages employees to actively apply for intellectual
properties, publish thesis, etc. The Group has
established awards such as the “Technical contribution
award” and the “Technical innovation award” to
commend employees for their significant research and
development innovation achievements. In 2025, 17 and
9 employees were awarded the “Technical contribution
award” and “Technical innovation award” respectively.

The Group arranges employees to receive training
on intellectual property, covering topics such as
basic knowledge of intellectual properties, drafting
and excavation of technical briefing documents, so
as to continuously enhance employee’s awareness
of intellectual property protection. In addition, the
Group holds an annual technology conference each
year to introduce employees to the latest research
and technological innovations achievements in aspects
such as research and development processes, platform
innovations and applications, and to recognise and
reward employees who have made outstanding
technological contributions or successfully applied for
intellectual property.

4.4 Customer service
o Customer service system

The Group adheres to the “Users first and customers
foremost” philosophy and builds a comprehensive
customer service system to provide more convenient
and better quality service to customers. In addition,
the Group has a 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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The Group has formulated the Customer Complaint
Handling Procedures to assist to solve any problems
encountered by the customers when using the
product, and feedback from customers will be used
for continuous improvement of the quality of products
and services. In addition, based on the problems 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 conduct
problem analysis, identify the root causes, formulate
rectifying and precautionary measures, and follow up
with the customer’s subsequent usage to ensure the
effectiveness of such measures.

Regarding customer 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 confidentiality of information for both sides
during business interaction between the Group and
customers.

AEBH E(ETBARIBIZR) BB RE
BEECEREMTPEBINIMEZE  ILFEBERE
ENREFEXEZERLRENEE - 1o K
SERBEEFRONERE A8 ITEEK -
EmiERatEE  EEMTEXXMEL - #
ERBEF - R EEERIAR EEEGF
AONEEAE  ARHAERBESN - BHIRAR
CBIEMERERER  WREBZNRER
FTBI - DARELR 7% T 18 B0 AR 3K ©

EEEERRERABRENT  ARRAEME
HEEEBRARESNELRE ALY
T CRITRE 103 S I5) U R (RSB
F) UERETBRBRFAEEAREENE
R -

FEETEANKAERARA 2025585  HBREA®RE 21



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 survey forms
to customers each year to understand customer’s
satisfaction, opinions and suggestions on aspects such
as products’ or projects’ design quality, service quality,
and speed and capability in handling problems, and the
Customer Satisfaction Surveillances and Measurements
Evaluation Report will be prepared and the results
will be passed back to the respective departments
for continuous improvement of products and services
quality.
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Statistics on products and services key performance indicators

EmkBEEEREBERRAT

2025 2024
Indicators BE 20255 F 20245 F
Number of customer complaints BEERFEHRE 301 237
Percentage of customer complaints dealt with (%) BEREFERIEB D (%) 100.00 100.00
Customer satisfaction (%) AR MEE (%) 96.53 95.42

5. EMPLOYEES

The Group regularly reviews and improves the
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 and forced labour by adhering
to the "Responsibility-orientated, valuing competent,
rewarding performance” talent philosophy, and with
reference to the laws and regulations and the relevant
requirements such as the Labour Law of the People’s
Republic of China, the Law of the People’s Republic of
China on Work Safety, the Law of the People’s Republic
of China on the Protection of Rights and Interests
of Women and the Paid Annual Leave for Employees
Regulations. In 2025, there was no litigation against
the Group and no violation of laws and regulations by
the Group in the aspects of employment, occupational
health and safety, child labour and forced labour.
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5.1 Employment and employee benefits
e Employment and employees’ rights and interests

The Group attaches importance to attracting and
fostering of talents, safeguarding employees’ equal
rights in aspects such as terms of employment,
training, promotion and remuneration and ensuring
no discrimination against any person on grounds such
as gender, marital status, disability, age, race, family
status, nationality and religion takes place. In addition,
the Group resolutely eradicates child labour and all
forced labour practices.

The Group formulated management systems such
as the Recruitment and Induction Management
Regulations, the Employee Code and the Remuneration
and Benefits System with reference to the laws and
regulations and the relevant requirements such as the
Labour Contract Law of the People’s Republic of China,
which clearly states the management requirements in
the aspects of recruitment and dismissal of employees
and the remuneration and benefits of employees.

The Group attaches importance to the collection and
the protection of applicants’ personal information
and requires background checks to be conducted
on applicants for sales, purchasing, finance and IT
positions in accordance with the laws and regulations
and the relevant requirements; at the same time,
headhunters are required to conduct background
checks through lawful channels to ensure applicants’
personal information security and privacy is not
infringed.

The Group encourages employees to introduce talents
with competitiveness. Through regularly publishing
talents demand information to encourage employees
to introduce suitable candidates, thereby enabling
the Group to attract talents that aligned with its
development, enhance the Group’s overall capabilities
and enlarge its talent pool.

In addition, the Group has established an e-HR human
resources information system covering all employees,
providing online management functions such as
employee’s promotion, training and remuneration.
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The Group, through internal and external remuneration
comparisons and by comprehensively considering factors
such as annual staff cost budget and annual staffing

RATRE

requirements, adjusts the remuneration of employees to
retain talent attraction and market competitiveness.

Overview of employment and employee’s rights and interests system
EREREIRZHEHRE

Recruitment and dismissal
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Work hours and leave
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Remuneration and benefits
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e Recruitment: New
employees are recruited in
accordance with the principle
of “Openness, equality,
competition and selection of
the best”.

e BB -IRIAH FF
F O EEINRRABENE
e, 15

e Work hours: Work hours meets
the requirements of operational
location’s laws and regulations.
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e Remuneration: The remuneration
of each position is determined with
reference to market practices and
reasonable adjustments are made to
remuneration after considering the
values and the contributions of the
position.
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¢ 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.
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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 : B T NIIZH INIEE sk AL
SRR - IR ER A g E MR
BIERHENR -

¢ 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 HERME - BEEMEAR AR
ER/EBETHMNSELERE -

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 : wHFMNR - BR - BR &
BR RREREEMWEEZRER

R

e Benefits: Employees are provided
with various benefits such as annual
body checks and supplementary
medical insurance in accordance
with the actual circumstances of the
Group.

c BH  BEAKEERBERAARETL
RHZBEEMN NEFEBREER
BERRE -
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Statistics on employment key performance indicators

EREARERERGT

2025 2024

Indicators EE 2025 E 20245
Number of employees BTAH 495 478
By gender: Male =R - S 330 319
Female gl 165 159

By type of employment: Permanent LEEER Bahs [l 477 466
Secondment 5 7% I 3B 18 12

By age group: Over 50 BEwAER - 505% A k£ 21 18
30 to 50 303 £508% 379 367

Under 30 3055 A T 95 93

By geographical region: Mainland China 21 A A3, 494 477
Hong Kong BB 1 1

Employee turnover rate (%) B TMKE(%) 9 8
By gender: Male =R - S 8 9
Female pegid 10 7

By age group: Over 50 RFERAR : 505% A b 0 0
30 to 50 3058 £505% 9 8

Under 30 30BR AT 11 13

By geographical region: Mainland China f&Hb[& A A 9 8
Hong Kong BB 0 50

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 set
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 actively 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 in
accordance with the relevant requirements of the China
Federation of Trade Unions. The Group formulated
the Trade Union Expenditure Management Measures,
providing detailed requirements on expenditure for
condolences to employees, support for employees who
are in difficulties, etc. In the aspect of caring for female
employees, nursing rooms have been set up within the
office area.

o EBIEBREEZ

ERHNETIBBHRRGE CEBRZHE
B AEERNEXRAMAOIIEX - MR E
THE BENSEB - TNE% jTﬁ?ﬁ%/ﬁL%‘%}EMT
MEINER EEBNLAMER

AEBEBOEXFEEUFTE2EDNETL - BB
BEARETIHEELE  AEEMIERELD
iERMT  EPHRBET  FANERTIEEATS
MARRE FAREZERBERED - A& B
ETCIERETEWER) HEIRME WS
TERSNKEXHBTHARE ERELH
ENE BARARBETHEE -

ETEARKERDT 2025FBE  HEREREKE 25



Overview of caring activities for employees in
2025

< Employee Assistance Program (EAP) initiative,
providing spiritual support to employees through
both online and offline psychological counselling
services.

<> "Flower goddess, shine brilliantly” flower-giving
activity, extending festive greetings and blessings
to all female employees.

<> “Sending warmth in golden autumn, safeguarding
health — traditional chinese medicine health
care day”, providing complimentary medical
consultations for employees.

< “Mindful sleep” activity, enable employee to care
for their bodies through breathing and to solve
sleeping problems such as insomnia.

Overview of employee activities in 2025

< "Forging “smart card chips” together, composing
a new chapter” New Year Party.

< “Capturing style, showcasing charisma” employee
portrait photography activity.

< "Cycling in nature, riding for health” healthy
cycling activity.

< “Unleashing full swing for breakthroughs in
“smart card chips”, empowering development,
embarking on a new journeys” — Huada Electronics
badminton tournament.

< "Carbon exploration of green paths, riding toward
a better future” cycling activity to promote
environmental protection through action.

< "Unite as a “smart card chips” and cooperation,
walking toward the future” fitness walking
activity; “Gather strengths, excel in “Basketball””
basketball tournament.

< “Swimming against the current, riding the wind
and breaking the wave” swimming tournament.

< "Forging a powerful national “smart card chips”
through craftsmanship, riding the wind and breaking
the wave on a new voyage” team-building activity.

<> Huada Electronics family day activity.

<> "Smart valley free running, health for all” running
activity.

2025FEETHEZHHME

$ BAEBTEAPEZE  BBFLE - B TALER
‘ EHOE FHER) -

S [TEFRZE NI XIEEE  MEEL
B T EAST B AR B AR 48 o

¢ [EMZEE-REEM—PEREREAIR
ETRHEDEY -

¢ [ESLE]EY ZEETEETREESH
B RAKRRSERRS -

20255 EE T EHHE
$ [BIEIRT HEFEIFTEHED

¢ [EREX - RAEBN]ETHRBBEEH
¢ [REEBABITREIRERTED -

o [PHRMIGIRE BEERMIIEIEA

¢ [MBHEZE  BITRERKIRTED
ATHAERE S -

S [BEISIGS  RERKIRPEERS (5
DN BIE ] ] ERKE

S [BURKE « REMR | M KL E -

¢ [ECSmRBEIE] FEBORBFM ] EZ
EE o

¢ ERETFREBREH-
¢ [BREMHNE e REMBAM]IBEEH -
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5.2 Training and development
J Employee training

The Group considers that facilitating employees’
growth provides impetus for corporate development.
The Group upholds the principle of “Reaching out,
drawing in” and formulated the Training System, which
covers area such as types of training and training
effectiveness assessment, training implementation and
training instructors, as well as formulated an annual
training programme covering four major categories,
namely system, rules and regulations, experience
exchanges, knowledge and skills, and cultural
awareness. 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
training, such as new employee training, and quality
and safety requirements training. Departmental level
training focuses mainly on enhancing knowledge and
skills in departmental professional areas. Training
for individuals act as a useful supplement to the
above-mentioned training.

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 attending
training designated by the Group, or approved
job-related external training.

In 2025, the Group increased its investment in
internal training and external learning for employees.
Internal training covered topics such as cadres’ study
workshops, organising reform leadership capability
and a high performance team, and managerial role
awareness. Participants among grass-roots employees
reached 409, accumulating 13,105 training hours.

5.2 IR BRE

o BITiE

AEERRREETINRERZEEZRNF IR
R AEERFIELE  SIERINERE - HIE
(EHIGIE) - B2 BRI IA B RTE - 5H
it BIEMEAD  UHERERR RE
Kbl E - 8RN A SR BE A XL BRI K
BHEEHRIFE - AEBNETHEIIDRAA
A FBPIRBRBEA= - RRAFIBIAEREH
FIRABRBAMEET - B THINEERR
2 EFH - MPIAEIIRIER R B AP
B X R A B o [EAFIIES LA
MBS

AEBETHAABEE13MEARZHEEAZIE
B BEESAZEREARES000T  ATARZ
INARE B FE R - ok & 13t A BB 7 48 B AY
HNEREE I o

2025%F - AEBMNMAEHE TABHFI RIN 2
BHRA - RSB RERIHSN - AEEE
BERENESENEK EEEACRAENA
R EREEETRHEASZFIOAN  REEE
13,105/)\BF ©
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Overview of employee training activities in 2025

2025FEEE TIZHSEEHE

Training project
#ZHIR A

Objectives

Sy

e New employee induction training
O %ﬁ,‘é\l)\ﬂg&iu %J”

Help new employees to understand the company’s profile,
rules and regulations, etc., so that they can adapt to the
working environment and integrate into the team more
quickly.

EPHEITHARSN RENMGES  FHEREEIE
REALBABK -

e Research and development skills assessment
for fresh graduates

o EEAMEREER

Assess the skill level, discover potential talents, and accelerate
the growth of talents.

AHERRBEKF - BB AT - MEATKE -

e Capability enhancement training for
middle-level cadres, new cadres and core
cadres

o HFEHRM BRI  RLBEBENREAE
Ell

Enhance the leadership, decision-making and execution
capabilities of relevant personnel, and strengthen team
management capabilities.
RIMEBEABRNREBRE N  REEE N RFNITEE
RN -

LB BE

e Senior management capability training
s SEEBEABRNEI

Strengthen the strategic thinking, holistic decision-making
capability and reform leadership capability of senior

management.
BIEEEEEABNERKIES® 2RRARENREEETE
# o
e E-learning course training Flexibly enhance employees’ professional skills and all-round
o E-learning=R 2 E 7 capabilities.
BERABTIHEREEHEGAES -
Statistics on employee training key performance indicators
ETRIBREREESRT
2025 2024
Indicators BE& 2025 E 2024F &
Percentage (%) of employees who BITHEXIEIE 5 (%) 91 92
received training
By gender: Male =Rl B 68 67
Female pegid 32 33
By grade:  Senior management RE&R: ARERE 1 1
Middle management RREEE 8 11
Grass-roots employees EEBRT 91 88
Average number of hours of BEIBF AHERE
training received per employee per year  HJ/NEFEL 30 25
By gender: Male =R B 31 26
Female el 30 24
By grade:  Senior management ZRA: ARERE 65 97
Middle management HRERE 36 90
Grass-roots employees EEBT 29 21
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J Occupational development

The Group implements a qualification management
system and establishes an occupational development
channel to provide an important basis for employee’s
promotion and salary adjustment. The Group
implements a dual channel development path for
technicians who account for 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.

For technicians applying for promotions below the
expert level, the appraisal will be conducted by
the defence appraisal committee organised by the
respective department; technicians applying for
promotions above the expert level will be centrally
arranged by the human resources department and
appraised by the appointment qualification appraisal
panel. The Office of the General Manager re-appraises
all applications selected for promotion.

5.3 Occupational health and safety
J Production safety management

The Group formulated the Production Safety
Management Requirements with reference to the
Law of the People’s Republic of China on Work
Safety, which clearly states the specific requirements
for production safety work reporting system and
penalty measures for non-compliance with the safety
guidelines. The Group established a production safety
structure, with the managing director of the Company
serving as the director of the production safety
committee and the first-tier 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. The Group has established a production
safety standardisation system and passed the Beijing
production safety standardisation (Level 3) review (valid
until December 2026).

. BERE

AEBERTIRERETEFE  BUYUBERRER
B RETERRFHARRHREZRE - YR
EAEEBEE T AZB60%A EHRMEETETT
ERBERRE RMES SRR - BHARA
BEEERARMER  RMRBERIBMER
RIS BEEARNTEATRERLIER
BRI

RITBABRBFZERBIATRBNETT - HIEH
MPIABNERTESETIE  JITBARS
FERAALELBENEARAANERBLHE — %
BE YAREBERFENEBENE - GKER
NEEEMARERETHORES -

5.3 BxREERZE
. ZREEEHE

REBRE(REAREIMAL2AEZR) @ T
(REEEEERTE)  BBTLRE2EETERSE
FIEAREREZE2ESINBIEESARBE K-
AEERIYLEEERE AR ESHLRE
BIZ24EEZESTT ANEE—RIFEE
BEZE - AEESTFHEABE IHEB(LERE
EEAHE) UBREELZ ASBEEVYL
PHEEZECEBIRVEBBILRAMEZEEEZEL
=R)BE(BEBEE2026F12A8) -
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In 2025, in order to ensure safe operation throughout
the year, the Group carried out activities such as
"Production safety month”, “Fire safety publicity
month” and “Production safety management
training”, and through activities such as production
safety quizzes, online safety education training and
emergency evacuation drills, to raise employees’
awareness of production safety.

2005« ARIREGEREEE  ALEHRER
2HEEA| DEHEMAl [R2EEEER
Y ZED  BBRRAESYE REHERLE
I BERMERSEY REETR2LES
o

Statistics on employees’ occupational health and safety key performance indicators

ETRERERZZHARERERRG

2025 2024 2023

Indicators B 20256 F 20245 F 20235 F

Number of work-related fatalities FESERIARYN 0 0 0

Number of work-related injuries EITXERE 0 1 0
Number of lost work days due to EIRBERIERE

work-related injuries 0 24 0

J Quality working environment

The Group is well aware of the direct impact of a
quality working environment on the physical and
mental health and work efficiency of employees.
By adhering to 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 premises, so as to
create a quality working environment. The Group has
equipped its offices with safety kits, clearly stated the
requirements for the safe use of electrical appliances,
and installed ventilation system, etc. for new office in
response to the air quality conditions in Beijing area.
In addition, the Group purchased traffic accident
insurance for employees to safeguard safe business
travel.

s BHEIFRE

AEERAMBENTERREHEING LERRK
THERENEEZE - AEBEFATAAR/KIH
B2 BOREIREMERRE &8 RBR
REZ2WTHERE EREFRRLBEARE
TEEEMMAER  2EEETHERE - A&H
EERARERBEELEE  ARRELE2EMES
M ESK - WAL R @A ZEREEANRT - RF
WMAEMEBRRGS - o AEER/ETH
BERXRBEIMRRR  RREHERMHRE -
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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 with reference to the
laws and regulations and the relevant requirements
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 and the Anti-Money Laundering
Law of the People’s Republic of China. There was no
confirmed corruption incident and litigation relating
to the Group or its employees in 2025. The Group has
complied with all laws and regulations in relation to
bribery, extortion, fraud and money laundering.

In 2025, 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 position characteristics of different departments,
arranged employees to watch business ethics education
publicity films 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, and its major
suppliers are integrated circuit chips manufacturers. The
effective management of suppliers can help the Group
to reduce costs and cooperation risk, raise the quality
of products and services, and build up a quality brand.

hEE

6. SEEE

AEERRETERMERDERZER 2%
(PEARKMBEARE) - (FEARKMBERE
Y (FEARKMBERAEZEHTE) (PE
RAEMBR AR FEZR RN BREBRE
TR kL cEREREELRRE)SENTENE
BHIE - 20255 ARENEB TIWHED ERH
ﬁﬁ%#)&uﬁ-’“K%E%?ﬁﬁ*ﬁéﬁiﬁﬁ% #
CBRFE RO BB AR EER MOER

2025% AEERES -HHEABBX(FRER
BRIREK) - A5G AN [F BB P A 56 55 1% BN e (i 5
ERERARENLCERR THBRTEERXE
RHUEEEAAARBAURMEELY  BBZ
BREBIHHESHEBREER

6.1 HEHEEE
o (HEREERERF

AEEUAERERCH R RELER > MEE
EHEARENERCHRER - HHEEENA
MERA AP A EEEEXARREERR 18
SEMMREEE  BIURTMIE -
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Supplier management system

HEBEERAR

Supplier introduction and
risk assessment

IR S| A K & BT

EMTE

Qualified suppliers are selected through
procedures such as basic information
assessment and on-site review of
potential suppliers.
BEHEERERETER BREPSS
IS EEERE - B AR . canceled

The Group also requires suppliers to
provide environmental management
system certification, RoHS (Directive on
the Restriction of the Use of Certain
Hazardous Substances in Electrical

and Electronic Equipment) report, etc.
according to customers reqU|rements
RNEERFRE

Tﬂﬁ f-%- iﬁ”ﬁi@

The Group has formulated management systems
such as Comprehensive Procurement Business
Control Procedures, Supplier Management Control
Procedures, the Production Supplier Management
Control Procedures and External Cooperation Business
Control Procedures to regulate the management
system of suppliers, covering aspects such as supplier
introduction, risk assessment, regular appraisal, and
win-win cooperation. The Group has conducted supply
chain risk assessment covering risks of loss of control in
the procurement process, risks of loss of control in the
management of suppliers, etc., performed qualitative
analysis of such risks, determined the responding
methods and responsible departments, supervised the
implementation of relevant measures and effectively
managed the risks associated with the supply chain.

In accordance with the relevant requirements of
the Production Supplier Management Control
Procedures, the Group stipulates the requirements
for the procedures and rules for managing the
production suppliers. These procedures provide detailed
operational requirements for aspects such as selection,
appraisal, daily monitoring, and reappraisal of suppliers,
so as to ensure a long term and stable provision of
high-quality and reliable products and services by the
suppliers.

Regular appraisal

Conducts annual appraisal of key
qualified suppliers, mainly appraising
them comprehensively on aspects such
as quality and information security and
the cooperation with suppliers who

do not meet the requirements will be

ERETTF

Win-win cooperation

BELR

Information security related training

and communications conducted with

integrated circuit chips manufacturers

and testing centres on a regular basis.

; Eﬁi%ﬁﬁ‘cé@ ﬁfcﬁ%ﬁﬂnﬁﬁ 3,
BEESREEEMNIZIIERN -

AEBEFECRARBEBERNRRF) (HTE
BiEHIERF)  (EERH E IR IR HIRE P ) MK
SNEERBEGIREF)SERGE - REBHEER
EEBR  OREHEESIA - BRFE  EHF
ERAERARENE - AKBEETHERERT
e BERBARRZERR HEBEEXZER
RE - WRERBETEESNT  UBETEEET
EREEE BREEMEBERERE  AREEH
FEs AR Ak o

$EIWT)““(EE%E%??%@TE%‘JEF?MHE%%E
Ko REHEERRERNEERF A %
%ff;ﬂ/\ﬁ%?iﬁﬁ’\]uﬁﬁ CFIE - BRERARERN
MBS HEM T FARERE - NEREEREE
WERE - BENRKEE N FNERMRF
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In addition, in accordance with the relevant
requirements of the Production Procurement and
Outsourcing Processes Control Procedures, the Group
stipulates the requirements for the procedures and
rules for managing the production procurement
and the outsourcing. These procedures provide
detailed operational requirements for aspects such as
requirement planning, order formation and review and
approval, procurement implementation, quality control
and inventory settlement, so as to ensure the materials
and products procured and outsourced comply with the
requirements.

J Regular appraisal of suppliers

The suppliers selected by the Group for cooperation
are in compliance with the requirements of the laws
and regulations in the People’s Republic of China in
the aspects of 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 key
qualified suppliers. The appraisal of the qualified
suppliers is based on criteria such as the supply
situation in last year and the requirement planning
for the coming year. Based on the results of the
appraisal, the qualifications and grading of suppliers
are adjusted to form a list of qualified suppliers for
the coming year, while ad hoc second-party reviews
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 three
consecutive years, the qualification of such supplier
will be canceled. The Group conducted appraisal on
suppliers in 2025, 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, integrated circuit modules
assembling testing, circuit initialisation, etc. In 2025,
the Group conducted product quality related training
for suppliers, which mainly covered areas such as the
relevant standard requirements for CQM (Card quality
management) certified products.

BESN - REB K IECEERRE SN 8B 2
BFE)IEBEER  AELEBERBLINENEE
BRFRBA - ZRBFEFLFTE  FTEEKRE
ERE KBER GEZY URABEHE
ENEMT FARERTE - ARERERERINER
MERERNEER -

s HEBTHTE

AEEERAFENHERERRELLERRIE
FEBFEREARKMBENER AR ENR
YARAREE(ETHEREEZR)TNES
REEERALNEEEERANME -

AEEBFHASEEAREREETHE - A%
BREE—FEHREBER UMRR-FEFTK
FrEISERA - A RHEBREETTE - REFHE
BR HEERERIRFRETHE A —
FENABHERRE AEEEDESHHRE
BETIEMN _—TES - MRABHEHESE
SFEAKEREXBER - EARHERERS
SWEUH - AEBER2025F HHERETTAE -
ITEHHHERNEEZFRR ERL2EE
BX BEFEHRAREEERFETHE &
ESOBBNERERCHAR  SKREBRREHE
AHAREBENBIEFAR © 20259 » NEB Y
HEBHREMEGEMRBEI  ERBEECQM

(FREEEE)RBEMEBEEERFAR
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Statistics on supply chain management key performance indicators

HEEEERRERIERAT

2025 2024

Indicators BEE 2025 E 2024FE

Total number of suppliers HrEmeas (FE) 43 43
By geographical region R =

e Mainland China o FEALM 40 39

e Hong Kong, Macau, Taiwan and overseas o TF RF - BEXEIN 3 4

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, focusing on
prevention”.

In order to regulate the gift accepting behaviour in
the Group’s business dealings, eradicate any incident
of violating laws and disciplines from occurring,
strengthen employees’ self-restraint and awareness
of preventing corruption, the Group formulated
management systems such as the Integrity and Honesty
in Business Management Requirements (Provisional),
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 arranged
employees to receive anti-corruption training and
disciplinary education, and arranged the management
to learn about topics such as warning cases and
anti-corruption to enhance employees’ awareness of
integrity.

J Complaint and whistleblowing management

In order to regulate the management of complaints and
whistleblowing, the Group formulated the Complaints
and Whistleblowing Management Measures. Employees
of the Group and external parties may anonymously
whistle blow to the audit department or the audit
committee of the Company through channels such
as letter, telephone, internet and facsimile, suspected
misconduct or non-compliance relating to corruption,
including bribery, extortion, fraud and money
laundering in the course of corporation’s or individual’s
operations.

6.2 RES
o RESEEHE

AEBSFATFERYE  EREAINFRRES
BE[EA080 BHLE BAHATIHE
EERBGER °

RTRBENEEXBEZEPMNERTS  HBE
MEEREBREHNELE  MEBETHNEROR
ETEBRBROER  AEEHE(RREBRELRE
BRE (7)) (BRLEFHRE (BT R(=
E-ARIARBEERIDE) FEEHE - NEE
ZHEIRXREGEINEEARE - RLHE
BEEEEERRIMRESEAT BITELIR

B

o KRFREBHEE

BTHRRBFREREE I AEEHE (R
FREBHEEMRE) c AEBET - SNBAEY
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ERBRAAANBREERRRO LR AL
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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.

Arranging dedicated employee or

establishing a task force to understand

the whistleblowing cases and
investigate and collect evidence.
ZHFE AL FIA)
BT RRRER - AEEGE ©

~

Whistleblowing cases are registered
immediately once received.
HUF R ERE R -
VENERER -

- &

The investigation and collection of evidence
should be completed within the stipulated
time frame and reported to the management
after reaching preliminary conclusions.

o - AEBIRROR R MBREE L) RE
REI HEBABARGLRBRERETERR

e

Convene a special meeting
to consider the whistleblowing case
and the investigation results and to
come up with a plan to deal with the case.
BHEEEE  FE8R
Bz R AR
BHRETE -

&

A feedback is made

to the informer.
REBERIRA o

FEREHIR AT RE
B TR - ST -
WEEREER -

7. ENVIRONMENT

The Group strives to reduce the possible adverse impact
of operations on the environment. The Group regularly
reviews the environmentally friendly management
measures with reference to the laws and regulations
regarding environment such as the Environmental
Protection Law of the People’s Republic of China,
encourages employees to act responsibly towards the
environment and regularly provides employees with
relevant training. In 2025, there was no environmental
pollution incident, and no litigation against the Group
and no violation of laws and regulations by the Group
in the aspect of environmental protection.

7.1 Green operations

The environmental impacts of the Group’s operations
mainly include the use of energy and water resource, 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.

FEEFEARNKARDE 2025F 8% - 4
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Aspects

f& T BREEEER

Green operation measures

Emissions

23587/

operations

HEEBRBEPEENRAQ

2. Use of energy
2. BEORER

BEFHEAER B

3. Use of resources

3. ERMER

4. Climate change

4. R

° Emissions

Apart from non-hazardous wastes produced from
operation of offices (such as waste paper), the Group
does not produce significant exhaust emission, discharge
into water and land and generate hazardous wastes
in the course of operations. Non-hazardous wastes
are handled by property management companies. The
Group also reduces paper consumption and waste
paper generation through implementing paperless office
processes. For old computers generated from office
operation, the Group entrusts third party organisation
to dispose of them or donates them to educational
institutions or charitable organisations in need for
reuse in accordance with the Equipment Management
and Control Procedures. In 2025, the Group generated
no waste toner cartridge through optimising its
collaboration model with printing service providers.

Reduction and reuse of office waste generated in the course of

NEEEWEITRE(L T B A

Switch off power supply, reduce gasoline consumption on office vehicles,
and conserve energy to reduce carbon emission.

B3 08 H B A K B0 B R AR ©

Water conservation measures, and recycling of packaging materials used
in finished products in the course of operations.

LEBETAEKIEN - H R ERM I ETT

TEIRGER -

Improve climate-related risks and opportunities reporting mechanism and
conduct activities such as emergency drills
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J Use of energy

Regarding 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 lights when leaving a room,
turn off water tap when not in use, put computer
into standby mode when temporarily not in use, turn
off monitor when not in use, turn off electric power
supply when leaving the office, etc. The Group also
carried out cleaning of the VRV (variable refrigerant
volume) air conditioning system in the office building
and inspecting of the insulation pipes, etc., so
as to enhance their efficiency 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.

Regarding 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, collection
of views on low-carbon and energy conservation and
carbon neutralisation knowledge seminars, advocating
the energy conservation philosophy of “Low-carbon
life, green building the future”.

° Use of water resource

The Group’s consumption of water resource mainly
arises from operation of offices. The Group obtains
water source from municipal water supply, and there
are no difficulties or related risks associated with water
sourcing. The Group advocates water conservation
habits among employees through posting water-saving
reminders, and requires them to promptly report any
damaged water taps for repair to minimise water
wastage.

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

Packaging materials used for finished products of the
Group mainly consists of cardboard boxes, black boxes,
iron rings, stainless steel racks, etc. The Group recycles
black boxes, iron rings and stainless steel racks to the
extent that the cleanliness of such item is ensured, so as to
reduce resources wastage.
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BEROBRE o Lo REBEHIFI(REEREER
) BREMEMRLFLEAETERRER
FUBEREIE R  BERBCEER D VBB

EHESTH AKBERERRNAENET
18 KB M AT BE B RIS Ko Bk oh M0 N 38k 5 B O
B BEZREBTRRTEREENHE  EE
MEFRAEIE - ARZARKERREIR R o

o KEREH

AEBYKERNBERIBREPQEE A&
[ B K SRR A3 T B K - 3 4 BRUOK SRR Y IR R Sk
AR  AEEBEBRMEKER FEET
BRETHRKEIE - A ERKE TRV REBEKX
BESE - MAKERRE o

o HEATH AR R L HR

AEENEKmAAERMHEREEAE R
2 HRETFHBRE AEEEREREBZR
MERT  HEZ HRETHHHERETRER
M RPERRE °

FEETEANKERAA 2025585  HEREA/KE 37



The Group also established an office automation
("OA") system to implement paperless office practices.
Aspects such as the receiving and sending of official
documents, circulation of documents and sharing of
departmental documents within members of the Group
are all carried out through the OA system, so as to
achieve paperless operation of office processes. On the
premise of safeguarding printing privacy, the Group
implements double-sided printing of paper, 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

Climate change has become a significant challenge
facing the world today. The Group pays close attention
to the various impacts arising from climate change and
has fully integrated climate-related considerations into
the group strategic planning.

I. Governance

The Group has comprehensively incorporated
climate-related risks and opportunities into governance
structure at all levels. The Board, as the highest
management body, is responsible for assessing and
determining the climate-related risks and opportunities
of the Group. The ESG working group is responsible
for formulating and implementing sustainability
development management approach and strategies.
To ensure orderly management of climate-related
matters, the Board will include them on the agenda of
regular meeting at least once a year for consideration.
In addition, the Board also reviews the Group's
performance against climate-related targets on an
annual basis and provides timely guidance to the ESG
working group on revising the related targets to ensure
the target direction remains aligned with the Group's
strategy. Furthermore, in the process of overseeing the
Group’s strategy, decisions on major transactions, risk
management processes and related policies, the Board
will proactively incorporate identified climate-related
risks and opportunities into its assessments, and
specifically consider the trade-off factors associated
with these risks and opportunities.
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To ensure that the Board possesses the professional
capabilities required to fulfil its oversight
responsibilities, the Group actively supports directors
in enhancing their knowledge reserve and ability
to perform duties in climate-related areas. Through
assisting directors in participating in external
climate-related training and seminars thereby
continuously developing and refreshing the Board’s
knowledge and skills regarding climate-related risks and
opportunities.

Building on the Board’s oversight, daily governance
responsibilities for climate-related issues have been
delegated to the ESG working group. The core
duties of the ESG working group include identifying
climate-related risks and opportunities relevant to
the Group, and assessing their current and expected
impacts, making recommendations to the Board on
strategies to respond to such risks and opportunities,
formulating the Group’s climate-related risks and
opportunities management approach and strategies,
and formulating climate-related targets and promoting
specific implementation measures.

ii.  Strategy

The Group strives to enhance its business’s ability
to respond to climate change, and has improved its
risk assessment processes to analyse the potential
impacts of climate change on business and value
chain, thereby assessing and formulating the best
response measures. To promote the conduction of
these works and solve the limitations of previous risk
assessment processes in identifying long term impacts
of climate change, the Group conducted the first
comprehensive climate-related scenario analysis in
2025. Such analysis covered physical risks, transition
risks, and opportunities, and conducted a detailed
screening and assessment for each category of risks and
opportunities.

e Physical risks: Risks associated with the physical
impacts of climate change, which may be driven by
sudden events (acute risks) or resulted from long
term changes in climate patterns (chronic risks).
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e  Transition risks: Risks associated with the transition
to a low-carbon economy, which may involve
changes in policies, laws, technologies and market
demand in order to respond to mitigation and
adaptation requirements related to climate change.

To comprehensively analyse climate-related risks and
opportunities that may arise during the course of
business development, the Group has to consider
factors such as global temperature rise pathways,
changes in climate policies, and the time horizons of
the impacts. Accordingly, the Group selected scenario
assumption models and relevant parameters from the
Sixth Assessment Report of the Intergovernmental
Panel on Climate Change (“IPCC”) and the Network
for Greening the Financial System (“NGFS")'s NGFS
Climate Scenarios for Central Banks and Supervisors
— Phase V. The selected climate-related scenarios are
consistent with the nature of the Group’s industry
and strategic target, as well as China’s “Peak carbon
dioxide emissions and carbon neutrality” target and The
Government of the Hong Kong Special Administrative
Region’s target of “Achieving carbon neutrality before
2050"”. In addition, the Group expects that the scope
of climate-related risks and opportunities will have
an impact in the short, medium, and long term,
covering to 2030, 2040, and 2050 respectively. These
timeframes are determined in accordance with the
Group’s operational budgeting cycles and business
planning cycles.

In this climate-related scenario analysis, the Group
assumed that over the timeframe during which the
risks may have an impact, emission reduction related
policies and scope of reporting remain unchanged.
The table below lists the climate-related scenario
models selected, covering both low-emission and high-
emission scenarios to enable a more comprehensive
understanding of the various impacts of climate change
on the Group.
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Scope

gE

Consistent with the scope of the report, covering the Group’s integrated
circuit chips design and sale business in Mainland China.

EREHE - BREAKREURPEALNERERSHHORIREEERE -

Scenario analysis models
adopted
A

Physical risk analysis adopts the IPCC scenario framework:
IR R R D TR BIPCCIERIER

° Shared Socioeconomic Pathway (SSP)1-2.6 scenario: Global temperature
rise has reached 2.0°C. Governments worldwide’s social, economic, and
clean energy transition processes remain consistent with historical trends.
Stringent policies will intensify transition risks faced by corporations, while
physical risks remain at a significant level.

. HEHSRBERE(SSP)1-2.656% - 2HAR L HEEERK2.0E - FEIK
RO Eg KEBERERERELERRFLBERE—H - REOBEEEM
Bl EmEey B E e - MR RERDEREE KT -

o Shared Socioeconomic Pathway (SSP)5-8.5 scenario: Global temperature
rise has exceeded 4.0°C. Governments worldwide’s climate actions are
lagging behind, emission reudction and adaptation efforts are stalling, and
supporting policies are also inadequate, ultimately triggering extreme climate
impacts, increasing both short term and long term physical risks faced by
corporations.

. HEHSREKR(SSP)5-8.5FR - 2HFIR LHIEEHEBERIE - FH
BFRMRITENRS B ERER TIERAGER  EERRTFELR  &&
SlBEBIHERETE FoEMBROEARRAYERKRIE B LA -

Transition risk analysis adopts the NGFS scenario framework:

&2 AU @ % 2 T B FANGFS|1E S AE 22

o 2050 Net-zero emissions scenario: Governments worldwide implement
stringent climate policies at the earliest opportunity, through measures such
as reducing energy demand and developing low-carbon technologies, striving
to limit global temperature rise to within 1.5°C and achieve global net-zero
carbon dioxide emissions target by 2050.

. 2050 FTHHER  SBERAZSREERBRBRIEBCE - BARERRT K
BREREMERR  FHERIRER EFHEHIERK1.5E AR - /2050
FRIBRE2H SR EFZTHERER -

o Current policies scenario: Only maintaining existing implemented climate
policies, resulting in continued growth in greenhouse gas emissions. Global
temperature rise is projected to exceed 3.0°C, triggering severe physical
risks.

. RITHRBR  ERFBVACERNRBEEER  ERAERBHMIFEER -
FRRRRE EAEE S BBTK3.0E  sIHREYERAR -
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The Group recognises that the combined use of
guantitative and qualitative analysis facilitate a more
comprehensive assessment of climate-related risks
and opportunities. However, due to the relevant
operational data is dispersed across various business
units and there is currently no industry-recognised
and unified calculation standard, it is difficult for the
Group to reliably compile cross-industry climate-related
metrics in a reasonable and cost-effective manner.
In addition, the Group’s climate-related actions are
integrated into daily operations (such as monitoring
newly issued climate regulations), with no separately
identifiable components dedicated solely to responding
climate-related risks and opportunities. Consequently,
guantitative data on current and expected financial
impacts, and on the monetary amounts and percentage
impacts of climate-related risks and opportunities on
the Group’s assets and business activities cannot be
provided.

Nevertheless, the Group has identified the core
financial impacts of principal climate-related risks
and opportunities and provided detailed qualitative
disclosures in the table below. At the same time, the
Group is actively improving internal data integration
systems and scenario modelling capabilities to
progressively enhance the precision of quantitative
climate-related disclosures. Should material adjustments
to operational strategies occur in the future, the
Group will timely disclose their quantitative impacts
on financial position, operating performance, and cash
flows.
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(AEER MM RARIER) - W BB 7 7] P o0 &6
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The following six climate-related risks and opportunities
are identified based on assessments and analysis under
the selected scenarios and timeframe (2030-2050).
Detailed qualitative assessment results of such risks and
opportunities are set out in the table below.

Qualitative description of such risks and opportunities

assessment results:

= o

ATeEERAERRMEEBNIRIEMERS
B 23 B (20304F-20504F ) T 2 &1 1& Moo i 1 &4
Bl e ZERMBEEEBZFMATEETHERENT

ZERR L BFAERDE R :

Physical risks

be conducted normally.

o HRZEDH HURKE
TRYXMBHEES
WANRER  ZOEB
BELRHE -

Value chain:

BlE#:

¢ Disruption to the
smart card chip supply
chain and damages
to warehouse,
affecting order delivery
capabilities, customer
experience and brand
image.

o BERCRUEERE
REERE FERN
AEMEE N UREE
BREMBETR -

NERR
Risk category Primary affected Materiality level’ Impact on business Impact on financial
ERER area EEHEQ HEReHE performance
TRRPE Short | Medium | Long HuBRR W
HE yoh b R
Acute Extreme climate Operational sites Business model: ¢ Increased costs:
i events of the Group in ERES Climate disasters lead to
mnREEN Mainland China *  Disruption to daily operational disruption,
AEEH operations and higher emergency
Rt E &R manpower shortages repair and operational
at operational contingency costs.
sites resulting o HAEM:

: : from disruption to ARAEEHEET
Chronic Changes in employees commuting, B BREEREER
i precipitation patterns core business cannot ERALT

kiR & *  Decreased revenue:

Operational site
closures and delays
in product delivery
lead to a decrease

in revenue and core
eanings.

WARD -
EESHER Em
NEEEECUNEA
WaR D o

I
X
5y
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Transition Risks

BEER
Risk category Primary affected Materiality level’ Impact on business Impact on financial
ERER area BEMER HERHE performance
IERYE Short | Medium | Long HABRALER
4E g8 | =8 | £

Market demand

Consumer preferences

Operational sites

Business model:

Increased costs:

changes are gradually shifting | of the Group in ¥i§*§'§ Increased research
mE&Ex toward low-power | Mainland China Need to focus on low- and development
g consumption, low- | A& B power consumption investment drives up
carbon-footprint At E &5 environmentally operating costs.
smart cards and friendly smart cards o FAIEM
secure element chips, and secure element RIGEEN HEE
the market demand chip products, B
for traditional high- the research and o Decreased revenue:
power consumption development cycle for Customer attrition and
smart cards and such products may be product substitution
secure element chips relatively long. lead to a decrease in
continues to shrink, o ERERMERRER revenue.
with a market risk TREZCRER #&|s WARY:
that such traditional SERMERSUEE| BERARERERE
products being BBk - BBARD -
replaced by low- Value chain;
carbon alternatives 1’ B
HEERUIESE Existing product
WE_UM% iR quality standards
BERREZER misaligned with
BRENRERERR market's low-carbon
ZEDRTAERRE demands leading to a
BZE HEZEE decline in business's
RERRERERR competitiveness.
RemaEkE o REERRESREEM
SERELALE 8
PEBHRENTR
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Transition Risks

BYER
Risk category Primary affected Materiality level’ Impact on business Impact on financial
ERER area BEMHEQ HiKgoxe performance
TERYE Short | Medium | Long HEBRR A
E g8 | w8 | EH
Tightening New requirements | Operational sites Business model: »  Compliance
regulations and | for ESG information | of the Group in EHEL: penalties:
policies disclosure and Mainland China *  Need to comply with Failure to comply with
ERHE sustainability AEETE operational location’s disclosure requirements
BE requlations M E &R low-carbon and ESG may result in penalties,
MEESGEHRER related compliance which will increase
REERAREK requirements; non- business costs.

compliance will trigger
a reputational crisis,
undermine customer
trust, and consequently
affect business
development.
FTETEEMERR
ESGRAARER
ARBOIEEERK
PRETEL EMY
BXBER-

Value chain:

&

E

Suppliers may raise
prices due to an
increase in their own
carbon costs.
HERREE FHRAA
EmmERER
Mandatory carbon
emission tracking

and disclosure must

be implemented

across the entire
operational process,
which increases

the complexity of
management.
EERTERAER
WRHEEMERE -
EMEREE -

ARAM
ERRETRERT
AR BRI
IES RN
Increased
governance costs:
Purchasing of carbon
accounting tools and
upgrading reporting
systems will increase
governance costs.
ERRAEM
BERSHIARA
ERZGREME RN
Ko
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Opportunities

Opportunity category
HEER

Primary affected
area

IERYE
BE

HE
Materiality level’
EEHE4
Short | Medium | Long
B8 | 7 | RE

Impact on business

EES A2

Impact on financial
performance

HMBRAHE

Optimisation of operational efficiency

SEMRERL

Operational sites
of the Group in
Mainland China
AEETE
At E &5

Business model:

EHEA

¢ Reducing reliance
on grid energy and
enhancing operational
resilience.

o REHEBLRNK
B RAEEDMN-

Value chain:

BEE:

o Optimisation of office
operations through
energy conservation
systems.

o BRECZNELEA

o Decreased utility
expenses:
Lower electricity
expenses enhance
profitability.

o DABREAMY:
EERERABMA
hE
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Opportunities

WA

Opportunity category
HEER

Primary affected
area

IERYE
BE

Materiality level’

EEMEQ

Short
yokit

Medium

Gk

Long

R4

Impact on business

FIE 3

Bewg

Impact on financial
performance

HUBRRZYE

Exploring the green markets

Gl d=Tike

Operational sites
of the Group in
Mainland China
AEEHE
N EEFH

Busi

X%

ness model:

B

Build a sustainability
brand image, attract
customers who

are interested in
low-carbon
development through
differentiated
competition, and
enhance overall brand
positioning of the
business.
TETREERREN
2 BRERLEER
SIEIERERNER
BOREAREXBRRE

ﬁ{;

RN e

Value chain:

&

E

Establish in-depth
cooperation with
low-carbon and green
suppliers, enrich
related product
portfolio, align with
evolving market
demands, and optimise
related business
promotion content
simultaneously.
BERRGELERR
UREAfE 2EHB
Em#@s CRT5E
KE{L - RE B
FREEAR -

*  Revenue growth:
Precisely matching the
needs of the customer
drives revenue

growth of the related
products and enhance
the overall business
performance.
WABER :
BREHEREERER
FHRBERRAL
R RIBREBR
Ho

Note 1:

Materiality level definition:

kT

EEUEREE

i) Light shade: Requires handling through existing standard i}

procedures.

ii) Standard shade: Requires ongoing monitoring.

iii) Dark shade: Requires formulation of management strategies and

tracking of implementation progress.

ii)

e RRBRABARERERRE -

BRE: FREER-

iy R BHEERRBLRMEHER
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Measures to mitigate risks and pursue opportunities:

Risk category

[ B 28 Bl

R L B e AE SR B HE T

Measures to mitigate risks

I 432 [ B2 5 e

Extreme climate events Improve risk reporting mechanisms and conduct activities such as emergency
1 3 R M =B 5 drills.

Changes in precipitation TERR EmES  ARESEREZ GRS -

patterns Regularly review special work arrangements for responding to adverse weather.
B 7K 4 = EHREEREERLSRRNTRITIELHE -

Market demand changes Optimise partners and product selection standards, explore ways to align
M5 & K& & product quality specifications and market demand for low-carbon products.

BILEIERHEE MIRE - REEmmE R & EEIREMTI5H KOTE 5[ -
Consider conducting surveys on customer demand for low-carbon products to
provide reference for business adjustments.

ERARBEEREMG KHE  /SEBHBREHRSE -

Tightening regulations
and policies

ERBRB A

Opportunity category

#is Bl

Optimisation of
operational efficiency
EEREL

Measures to pursue opportunities

BEREBER

Pay attention to international climate governance trends and relevant
regulations and policies pertaining to the business, and regularly identify,
assess and monitor various potential climate-related risks and opportunities.
FIBERRIEREABEMERGAEBNERER LBE - EBER - FER
ERREEENZBELERR LIES -

Follow up regulatory updates and improve internal compliance systems.

RAEER B W TERNILARHEZ

Reduce overall energy consumption by optimising the operating logic and
scheduling strategies of air-conditioning and lighting systems.
RABTCEALRARSNETESRFERER REBBRERER -
Assess the potential of renewable energy applications and gradually replace
traditional power supplies to enhance the cleanliness of energy use.
AHERIBARREREN  ELBERERENHEHE  BITARBRE -

Exploring the green
markets

i Em S

Assess the capabilities of various low-carbon partners, optimise the direction
of green business layout.

AESERAERHENE N  BLGEEBHBRITM -

Assess the feasibility of participating in the industry’s green certification
scheme to enhance the brand’s low-carbon image.

AHE2ETEEAEREFENATE  BARBERER -

At present, the Group has
related transition plan.

not yet formulated a climate-
However, it has allocated
human resources and internal funding to conduct the
aforementioned series of measures to mitigate risks and
pursue opportunities. Measures related to use of resources
as disclosed in the Environmental, Social and Governance
Report 2024 have also been fully implemented. During the
reporting period, the Group has identified material Scope 3
greenhouse gas emission categories relevant to its operations

BEAEEHRFTEIERABNERE B
EREEANBERMAIESHITIUN E—ZIAR
EREE M ARESKIE M 2024FRE - HELE
AREANMEEERERFEANBREIE2EE
Mo AEBERAREHAHZREE &5 ERH
MEAGEDREREENER  WREGHEER
MITHRREZIMER - RAREHAN - A5EE
WELMERARESREAERRMEBHNE R
X @MERIKE -

and is actively promoting decarbonisation initiatives and
climate resilience building. The Group did not incur any
capital expenditures, financing or investments dedicated
solely for addressing climate-related risks and opportunities

during the reporting period.
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Despite the above-mentioned proactive actions, the
Group still faces several significant uncertain factors
that may affect the future effective implementation
of climate resilience related planning. These factors
include the uncertain pace of updates to global
and regional climate policies, fluctuations in market
demand for green products, the evolving pace and
severity of physical impacts of climate change, and
the implementation timing and regulatory stringency
of future climate-related regulatory requirements
applicable to the Group are not yet clear. Despite the
above-mentioned variables, the Group possesses a
strong adaptive capability and can flexibly adjust its
strategies and business models in the short, medium
and long term in response to climate change issues.
This adaptive capability has been integrated into
the Group’s daily strategic planning and operational
management systems, ensuring the Group is able to
promptly optimise operational processes and industry
chain collaboration models in response to evolving
climate-related risks, regulatory policies adjustments
and shifts in market conditions.

Looking ahead, the Group will continue to monitor
climate-related risks and opportunities, assess the
effectiveness of emission reduction measures, and adjust
strategies based on actual operational performance,
track the progress of various climate-related initiatives
through daily follow-up mechanisms. The Group will
also optimise emission reduction and response measures
in a timely manner, taking into account the operational
performance and climate change issues development
trend. The above-mentioned arrangements will ensure
the orderly advancement of climate-related actions and
further enhance the Group’s resilience in responding to
climate change challenges.

iii.  Risk management

The Group has fully integrated the processes for
identifying, assessing, prioritising and monitoring
climate-related risks and opportunities into its overall
risk management system, making climate-related risk
management a part of daily operations and ensuring
that the Group is able to effectively respond to
challenges posed by climate change. This integration is
consistent with the Group’s existing risk management
system, and no material modifications were made to
the risk management processes during the reporting
period.
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Throughout the entire risk management process, RERERREEREY ASESEREEME

the Group carries out the analysis by considering BRI  LFEARSESABER  BmRKAE
parameters such as location and type of assets, internal PREREREEEAEL2E  ARL2EQHA
information such as operational logs, historical impact 1 16 78 |E$§5(?F1Eﬁﬁ7fﬁ N TRAEERIEE
of extreme weather, and energy consumption patterns, 7 [ B R 3 B [ B B IR R AR

and at the same time making reference to publicly
available climate-related scenario data. The following
are the Group’s risk management process for climate-
related risks and opportunities:

.
1.

Identification

B3I

Through surveying climate change trends, domestic and international industry
developments, technological changes, etc., and key stakeholders’ views, and in
the light of the Group’s own operational conditions and business characteristics,
potential climate-related risks and opportunities faced by all operational locations
are identified. Identified climate-related risks (such as heavy rainfall, typhoons)
and opportunities are reported to the Office of the General Manager and the ESG
working group to ensure that management is able to timely and comprehensively
assess the relevant risks and opportunities and their potential impacts.
REFAEREZLBE BRIMIEER RWMEBLEREEHHEER L&A
K’El@% BN R TSR - SRR PR & 8 I TH R 60 7B 1 SR 1R AE B VR B R A

ﬁ%%ﬂﬁ]ﬁﬂﬂﬁﬁ%ﬂ » (DR - F@J‘W)&*%Lﬁﬁi#&;zé,ﬁ@%%E%#)J#”A&ESGI
T”E/J\,%El CHEREEERAKREEFAEBARRMNEERLEETE -

Assessment

S

The ESG working group conducts a comprehensive assessment to analyse the
potential impacts which climate-related risks and opportunities have on the
business model, value chain, and financial performance, as well as the likelihood
of occurrence and magnitude of impact of these risks and opportunities over the
short, medium, and long term

ESGTE/EETEZEAN G SMAGEEERRREEHEBER - BERELIB
FKENEEXE UREERRBLIEETRE PR RARNZENAIENE RN
Z1RE -

Prioritisation

BIRYEFF

Based on the assessment results of climate-related risks and opportunities, the ESG
working group prioritises them according to their likelihood of occurrence and
magnitude of impact. This prioritisation process is aligned with the Group’s overall
risk management system.

BEREEBRRREENTHER  ESCIIE/NEKBREZEENAIREERTZER
EEHER - EBREFRIEEAESERRBRERERERGERE 5 -

Monitoring
BE 5%

oo 77N

The ESG working group regularly assesses the current and expected impacts of
the identified climate-related risks and opportunities on the Group, as well as
the effectiveness of the corresponding measures to mitigate risks and pursue
opportunities, and makes recommendations to the Board on strategies to respond
to these identified climate-related risks and opportunities.
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iv.  Metrics and targets

The Group regards enhancing climate resilience and
implementing sustainable operational models as
strategic priorities, continuously strives to ensuring
that its sustainability targets and related action plans
are aligned with global sustainability standards. The
Group prioritises alignment with China’s “Peak carbon
dioxide emissions and carbon neutrality” target and The
Government of the Hong Kong Special Administrative
Region’s target of “Achieving carbon neutrality before
2050", which also serve as a key pillar for China’s
fulfilment of its obligations under the Paris Agreement.
In 2023, the Group formulated several climate-related
targets, and using that year as a base year for assessing
the effectiveness of the corresponding measures to
mitigate risks and pursue opportunities. Although the
current targets and methodologies have not yet verified
by a third-party or been set with reference to industry
decarbonisation methods, the Board will review the
progress and assess the applicability of the targets
annually. The Board will also pay close attention to
developments in the carbon credit market and related
policies to support the Group in exploring the use of
relevant tools as supplementary means at appropriate
times to promote the realisation of long term carbon
neutrality targets.

In addition, the Group conducted greenhouse gas
emission identification, assessment and verification
on its operations in Mainland China in 2025 to
effectively manage its own greenhouse gas emissions.
The accounting of Scope 1 and Scope 2 greenhouse
gas emissions has been completed in accordance with
the requirements of The Greenhouse Gas Protocol: A
Corporate Accounting and Reporting Standard (2004).
The Group has also completed data compilation for
Scope 3 greenhouse gas emission with reference to
The Greenhouse Gas Protocol: Corporate Value Chain
(Scope 3) Accounting and Reporting Standard (2011).

In the light of the Group’s operational circumstances,
estimated emission scale, data availability and peer
research findings, the following categories have been
included in the Group’s Scope 3 greenhouse gas
emissions accounting scope:

o Category 1: Purchased services
o Category 5: Waste generated in operations
o Category 6: Business travel — air travel
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Statistics on environment key performance indicators

RERRENERLR
Units 2025 2024 2030 target
Indicators RE Efr 2025FE 20245 2030FERE
Gasoline consumption FUREREE litre 10,265 11,867
vix
Electricity consumption #E= MWh 3,474 2,885
K FL B

Consolidated energy FERREEE MWh 3,573 2,990
consumption’ KR &

Consolidated energy BYHREHER MWh/m? 0.20 0.19 Increase of not
consumption per square Mz E BIR KEE/FH kK more than 10% of
meter of floor area HREE the performance

level in the base
year 2023
BIEASRERE
2023FMEBUKF
#110%

Total greenhouse BB EREENE? ton of CO, equivalent 2,231 1,574
gas emission?3 W COEE

* Scope 1 greenhouse o BENAZRE ton of CO, equivalent 24 26

gas emission* HEmE Wi COEE

* Scope 2 greenhouse o HE2RERE ton of CO, equivalent 1,844 1,548

gas emission’ B ES Wi COEE

* Scope 3 greenhouse o BEIRERE ton of CO, equivalent 363 -

gas emission® HmEs W COEE8

Scope 1 and Scope 2 BEHREEEE ton of CO, equivalent/m? 0.11 0.10 Increase of not
greenhouse gas GIEERDSEAEY) I CO,E8/FHK more than 10% of
emission per square meter BERBHNE the performance
of floor area level in the base

year 2023
BIENSRERE
2023FMEBUKF

#110%

Toner cartridges xpEEEE number - 38

consumption’ &
ton - 0.03
i

Toner cartridges BYERREEER gram/m? - 2 Increase of not
consumption per square MIKNEBEREE 7/ ERK more than 10% of
meter of floor area the performance

level in the base

year 2023
BIEASREEF
2023 RV ERUKF

10%
Water consumption EkE m? 9,161 7,359
VN

Water consumption per BYHREEER m3/m? 0.53 0.46
square meter of floor area HFEKE NHK/EHk

Non-hazardous waste BREEEVNELE® ton 2 2
generation? WE

Non-hazardous waste BYAREEER kilogram/m? 0.11 0.13
generation per square MEZEEY Fr/FEHAK
meter of floor area EEE

Amount of packaging A mAAaE ton 4 4
materials used in finished MHE ]

products
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Notes:

Consolidated energy consumption includes purchased electricity
consumption and gasoline consumption.

The Group adopts the operational control methodology to
conduct greenhouse gas emissions calculations. Such method
defines the scope of accounting based on the Group’s control
over the implementation of operational policies for various
business activities. It not only more accurately reflects the
Group’s responsibilities in carbon emissions management but
also strengthens the monitoring and governance of greenhouse
gas emissions, ensuring the accounting results are aligned with
the Group’s sustainability targets. No changes were made to
the measurement methods, input data and assumptions during
the reporting period.

In accordance with The Greenhouse Gas Protocol: A
Corporate Accounting and Reporting Standard (2004), the
Group formulates the greenhouse gas emissions calculation
methodology. The emission factors used in the calculations
are determined with reference to the Reporting Guidance on
Environmental KPIs published by The Stock Exchange of Hong
Kong Limited. The types of greenhouse gases accounted for by
the Group comprise carbon dioxide, methane and nitrous oxide.
To enhance data readability, emissions are uniformly presented
in “Ton of CO, equivalent”.

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
published 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 emission factors. The
national average carbon dioxide emission factor for electricity
of 0.5306 kg CO,/kWh stated in the Announcement on
the Publication of the Carbon Dioxide Emission Factors for
Electricity for 2023 published by the Ministry of Ecology and
Environment of the People’s Republic of China has been used
for the calculation in 2025. The national average carbon dioxide
emission factor for electricity of 0.5366 kg CO,/kWh stated in
the Announcement on the Publication of the Carbon Dioxide
Emission Factors for Electricity for 2022 published by the
Ministry of Ecology and Environment of the People’s Republic of
China has been used for the calculation in 2024.

Scope 3 greenhouse gas emissions have been identified and
accounted for in 2025 for the first time, hence there are no
corresponding data from prior year for comparison. Scope 3
greenhouse gas emissions comprises “Category 1: Purchased
services”, “Category 5: Waste generated in operations” and
“Category 6: Business travel — air travel”. The emission factors
used in the calculations are determined with reference to a
comprehensive set of supply chain emission factors formulated
by the United States Environmental Protection Agency.

In 2025, the Group generated no waste toner cartridge
through optimising its collaboration model with printing service
providers.

In 2025, non-hazardous waste generated by the Group mainly
consisted of waste paper, which was properly disposed of by a
third-party organisation.

Given that the climate-related targets set by the Company
are due to be achieved by 2030, they are currently still in the
process of being implemented. All environmental performance
indicators are benchmarked against the upper limits of the
2030 targets, with fluctuations within a reasonable range of
approximately 10%, overall performance is stable and in line
with expectations. The Group will also make every effort to
reduce emissions and continue to monitor changes and trends
in these indicators.
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The Group's strategy focuses on enhancing business
performance and creating sustainable value for
shareholders of the Company in the long run, which is
consistent with the Group’s current risk management
approach. Currently, the Group has not integrated
internal carbon pricing mechanisms or climate-related
factors into the governance structure and remuneration
policies, primarily due to such factors have not had a
direct and material impact on the industry in which
the Group operates, the Group’s current operation or
financial decision-making. The Group will continue to
pay attention to the developments in climate-related
indicators, industry best practices, and the application
of internal carbon pricing, and will actively assess the
likelihood of integrating these into the governance
structure and remuneration policies when conditions
are mature.

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 account for a relatively small part of
the overall 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

The environmental impacts of the Group’s smart
card chips design phase include greenhouse gas
emission, and use of energy and water resources. The
Group implements green office practices to reduce
greenhouse gas emission and resources consumption.

J Production phase

The environmental impacts of the smart card chips
production phase 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 the environmental
impacts generated by the suppliers.

The Group’s products include smart card chips,
integrated circuit modules, integrated circuit cards and
circuits. All products meet the requirements of RoHS.
In particular, the smart card chips, integrated circuit
modules and circuits also meet the requirements of
REACH (The Regulation on the 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.
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8. COMMUNITY INVESTMENT

The Group actively fulfils its corporate social responsibility
by taking practical actions to promote the enhancement
of community well-being. The Group is well aware of the
importance of keeping pace with societal development,
continuously invests resources to support public welfare
and community building. In 2025, in order to actively
respond to the national call for village revitalisation,
the Group has raised RMB300,000 to setup a special
village revitalisation fund, which will be used exclusively
to support village development and construction. The
Group also proactively assumed its responsibility in
supporting the community. Through the China Electronic
Consumption Support Mall, a total of RMB320,000
worth of agricultural products were purchased to
help impoverished areas developing production and
increasing income. In addition, the Group launched
the “Warm-hearted donation, heartwarming education
support” themed activity, donated 60 sets of bedding
(including quilts and mattresses) to the No. 2 Secondary
School of Inner Mongolia Ulangab City Zhuozi County
to support its high-quality development. The Group
also focused on supporting persons with disabilities by
precisely matching the needs of the Chicheng County
Talent Development Center for the Disabled, donating
approximately 150 sets of old computers.

Adhering to our original aspiration to give back to society,
the Group will continue to prioritise participation in
community affairs as a key focus area, fully leverage on its
own strengths to support various public welfare projects,
and strive to build a more resilient and harmonious society
together.
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Statistics on community investment key performance indicator

HEREARERERGT

Unit 2025 2024

Indicator EE B 2025 F 2024F [E

Investment in community’s public HERAFEE RMB'000 300 332
welfare ARET T
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