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ABOUT THIS REPORT

SIM Technology Group Limited (“Company”) is pleased to announce the
“Environmental, Social and Governance Report” of the Company and its
subsidiaries (collectively referred to as the “Group”) for the year ended 31
December 2017 (“Year 2017"). This report describes the management
approach and performance of the Group in environmental, social and

governance aspects.

REPORTING SCOPE

All information contained in this report reflects the performance of the
Group in environmental protection and social care throughout Year 2017.
This report covers the handsets and internet of things (“IOT”) terminals
business, wireless communication modules business, 10T system and
online-to-offline (“020”) business, intelligent manufacturing business,

and properties development.

REPORTING STANDARDS

This report is prepared in accordance with Appendix 27 “Environmental,
Social and Governance Reporting Guide” to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited.
This report provides an overview of the performance of the Group in
environmental, social and governance aspects. The information in
this report is derived from the official documents and statistical data
of the Group, as well as the monitoring, management and operational
information compiled by its subsidiaries according to the relevant
procedures of the Group. The last chapter of this report contains a

complete content index for easy reference.
If you are in doubt or have any recommendations in regards to this report,

or the Group’s environmental, social and governance programme, you are

welcome to email us at karen.chan@sim.com.
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COMMUNICATION WITH STAKEHOLDERS

Stakeholders of the Group refer to groups and individuals who have a
significant impact on the Group’s business or would be affected by the
Group’s business. Stakeholders of the Group include not only internal
staff, management, directors, but also external customers, suppliers,
business partners, shareholders, investors, regulators/government

authorities, banks and other various types of community groups.

The Group strives to achieve mutual benefit and joint development
with its customers, employees, shareholders and other stakeholders. It
aims to contribute to society by sharing the fruits of growth. Thus, the
engagement of the stakeholders is a crucial component to the Group’s

business development and fulfilment of corporate social responsibility.

During Year 2017, the Group interacted with stakeholders through a
number of channels on both regular and ad hoc basis. The Group also
organized Q&A sessions at the 2017 annual general meeting and special
general meeting for shareholders to raise questions and concerns. In
addition, for the purpose of maintaining two-way communication with
shareholders and potential investors, the Group also held, investors’
conference in relation to results publications and one-on-one meeting,
and responded to email and phone enquiries from shareholders
and investors to enable them to stay updated on the Group’s latest
development and future plans. Apart from keeping contact with
customers, the Group regularly visited major customers to gather valuable
opinions and suggestions for improvement. Within the organization,
the Group has established multiple channels, including hotline, emails,
face-to-face interviews, meetings, workshops, opinion box, internal
memorandum and corporate events, for employees and management to

express their concerns.

The operation of the Group affects our stakeholders who have different
expectations of the Group. Looking ahead, the Group will continue to
maintain and enhance its communication with stakeholders by collecting
a wider range of their opinions through various channels, so as to present
the content and information of this report in @ manner that better meets

their expectations.
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ENVIRONMENT

Emissions

The Group is aware of the climate changes and deterioration of
environment due to greenhouse gases. As a global citizen, the Group
is committed to take up its corporate responsibilities in response
to international standards such as the United Nations Framework

Convention on Climate Change and the Kyoto Protocol.

The Group supports energy saving and carbon reduction with actions and
applies environmental friendly measures on its own initiatives. This may
be just small changes in life, but in time, it will bring big results to the
Earth.

In view of the global trend of emission reduction, the Group has
established an environmental management policy, including the
“Management Manual” that is in compliance with ISO9001 and
ISO14001, as well as a set of procedures and management measures to

monitor the environmental impact of the Group’s activities.

The principal activities of the factories of the Group involves
manufacturing of wireless communication terminal products (mobile
phones, 10T terminals and wireless communication modules), which
results in emissions primarily comprise waste gas and wastewater. In
compliance with the “Law of the People’s Republic of China (“PRC”)
on the Prevention and Control of Atmospheric Pollution”, “Law of the
PRC on the Prevention and Control of Water Pollution” and other laws
and regulations, the Group carries out assessment on the sources of
emissions from and collects emissions from soldering operations and

sewage effluent.

In respect of gas emissions, the Group has installed ventilation system
over its production lines and has organized a specialised team to monitor
the gas exhaustion ports. It also carries out regular inspection and
maintenance of the gas exhaustion pipes. Emissions of nitrogen oxides
in Year 2017 decreased significantly compared to Year 2016, while
emissions of particular matter and carbon dioxide equivalent remained at

the same level as Year 2016.

SIM Technology Group Limited Environmental, Social and Governance Report 2017

B
HERR

REEFAIORIERES  BETRER
BOYETRHE(L - AEBIESHEARS
—5BF - BERBLBRFEECASANRER
B EBNEREE  REROEEML -

AEBABRITE RS - 5%
ERE#EMRAEGE - #RERASBEALE
hH/NAE - BERAKENS AT RERE
HIRRBEE —E S IR R 7]

EH RN AEE - AR HEIREE
EEE - 841509001 f11S014001 3k
BCERFM) - AR —RFRRF SR B IS
% B S BEETREIRENEE -

AEE TR EBEXRREEEEGBRKRE
an (T VIR ok MR ARB AR IR) - TR
TENPHMRERNITK - Bt - AEBE R
TRBERE HORIEH P - 385K BEmE
STHEBARER  BIE(PEARLME [F
B RRSHRPa%E) - (R BEKSRIDAE)E
MEBDERZEMR - M A AIZIREAT

BEERBENTE - SEER R AEER EH
REE  WHBBEEENEMY T RERFN
METER  REFREERETURMMGE
& — Tt FRAMYBREL -FT—RF
RigE A - MR — /L2 ENHENE
AR B — T —XFRAKF -



The Group also has stringent requirements and rules for the disposal of
hazardous and non-hazardous wastes, which stipulate that it may only
enter into agreements on waste disposal with companies that meet its
standards, and collect the company’s business license, the Shanghai
Dangerous Materials Business License, Road Transportation License of
the People’s Republic of China etc. Due to the strict compliance with
the regulations of the Group in Year 2017, the emissions of hazardous
wastes were maintained at similar levels as Year 2016. As the Group
attaches great importance to policy on pollution, emission and wastage
reduction, it signed certain relevant undertakings with the suppliers. The
suppliers also actively cooperate in minimizing packaging of components
and parts, which eliminates unnecessary plastic packaging. The Group
also requests the suppliers to recycle and reuse certain materials on
packaging. In the Year 2017, the Group strictly complied with the
regulations, the amount of waste plastic waste was further reduced
compared to Year 2016, while the amount of discarded waste paperboard

remained at a similar level.

In Year 2017, the Group was not aware of any incidents of non-
compliance with laws and regulations that have a significant impact on
the Group relating to air and greenhouse gas emissions, discharges into

water and land, and generation of hazardous and non-hazardous waste.

Total greenhouse gas emissions of the Group

Major gas emissions of the Group Unit
EEFERBEHN B
Nitrogen oxides Tonne
RAftm NI
Particulate matter (PM10) Tonne
R (PM10) NI’
Carbon dioxide equivalent Tonne
“&itiREE NI

The Environment and Natural Resources
RERRABR

i)

EEENBEEEEMEENIE AEEDAER
BOERMNBE - AEEFEEEZROLQA
EEIEF%%75 EER - WHEZARIKE R
EEMERMEETAIE - PEARKN
Bl ERCEHAESE - AN E—+FR
SEBBETHRTE  BEERDOFRERS A
M — T —RERAKT o AREE SR
RS OREE - BRI - EEEED
BT REAG - E—LTRAFHH IR
HEFLBEELS - WD T T ENEERE
£ PoEBHEARKEENR  —T—+t
FAREBMBRETHRTE  BEBOEESEL —
TREE—HRD  MELREZZRER
FRHIRF -

i)

pu)

R-FT—+F  BAKERM  HEETHERH
ZERMBERBEEEI - KM HBESIA M E
EHEEMBEZERY  BHAKBEESAYE
HVE RO EM o

SERERBESFNE

Amount for 2017 Amount for 2016

—E—tHYE T AFH=E
1.3 1.8

0.0000291 0.0000288
10,759.9 10,327.0

BARRKEEERAR —F—+FREF  HERERRE



6

The Environment and Natural Resources
RIBRRAEIR

Total hazardous and non-hazardous wastes of the Group :

Hazard level Type Unit
BERE EEid] By
Hazardous
BE 900-041-49 (waste packaging and Tonne
containers of hazardous wastes)
900-041-49 (fElzEEYIH EEEBEY) - YN

900-299-12 (waste ink) Tonne
900-299-12 (B h=E%E NI
Non-hazardous Waste cardboards Tonne
m= [EE 4R AWE
Waste plastics Tonne
RE¥BRB NI

Use of resources

The Group is of the view that efficient use of resources plays an important
role in sustainable development. Thus, improving the efficiency of
resources utilization not only enhances environmental performance, but

also lowers cost and optimizes operational efficiency in the long run.

The Group has strengthened internal efforts on the promotion and control
measures of water and energy conservation. For example, it has achieved
remarkable results in reducing electricity consumption of air conditioners
in winters with the use of residual heat of patch production lines, while
adopting cold-water air-conditioning and energy saving lighting systems

in summers.

Due to production needs, the total energy consumption of the Group
in Year 2017 increased from that of 2016. Through effective use of
electricity as mentioned above, the increase in total energy consumption

in Year 2017 is minimal.
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With solar power facilities built on the rooftop, the Group’s property
development project in Taizhou became an exemplary model of
environmental protection and energy conservation for the local
community. Furthermore, the Group maintains strict compliance with the
“Directive on the Restriction of the Use of Certain Hazardous Substances
in Electrical and Electronic Equipment” (“ROHS”) and “Registration,
Evaluation, Authorisation and Restriction of Chemicals” (“REACH")
in product design and manufacturing, so that its products are of

environmental quality standards for export to the European Union.

The Group consumes water that is supplied by the municipal tap water
company and did not encounter any issues in sourcing water that was
fit for purpose. The main water efficiency initiatives of the Group are as

follows:

1. carries out promotion and education on water conservation,
advocates the importance of water conservation to its employees
and therefore raising their sense of responsibility on water
conservation. The Group also encourages employees to actively

reduce water consumption and develop it as a habit;

2. puts great efforts to promote the use of water saving cleaning tools

to reduce water wastage and consumption;

3. establishes regular inspection system with designated personnel
to perform inspection and record-keeping on the water supply
facilities of the Company to ensure normal consumption of water.
In case of any water leakage problems identified, the Group will
promptly rectify such problems identified to prevent further water

leakage.
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Although the Group has policies on the efficient use of water, the

total water consumption in Year 2017 increased from that of 2016,

which is attributable to the construction and renovation of new plant in R
Qingpu Factory in the Year 2017 and the increase in production of the BEMAEERSES
Group. However, with the completion of the new factory, the total water K AREkESS

consumption will reduce to usual level.

As for the consumption of packaging material, the recyclable packaging
containers and packaging component materials of all the Group’s finished
products have identification marks and their labels, which meet the
requirements of “GB/T 18455-2010 Packaging Recycling Marks”.

Energy consumption of the Group :

Total energy consumption
WBEERERE

— Electricity
—E7

—Other fuels (gas and diesel)

— E AR (R RS )

Total energy consumption per full-time employee
FE2BEE FHRERER

Total energy consumption per square ft.
FEHRAERERE

Total water consumption

EREKE

Total water consumption per full-time employee
BE2BESLFEKE

Total amount of packaging materials used
in handset products

FREKMAABREMHONEE

Total amount of packaging materials
used per handset product

BEMTHREKSMABEEMHNGEE

BERNEEBHEABAKNKRE =
FHFEKBEBENR =T
T FEEME AR EHIRAH
o BEEEFRE HE
SEEIERKF o

RS ABLEED

—t

—NEFEHFEM - REA

REEMEEERETE - AEBERBKRNT
BRI kS
AR NERR -
B YR TR K o

DM RS A R

F5(GB/T18455-2010 85

AT RAREEREERBREER

Unit
B

GJ
THhREE

GJ
THhREE

GJ
THhREE

GJ/full-time employee

THREE 2RIER

GJ/sq. ft.
FREETFHR

'000m?
FiHK

m3/full-time employee

SMTRERESR
Tonne

YN

Tonne/handset product

AWE, FHEBIAK &
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Amount for 2017

—E—tFYE

1,210,723

43,127

1,167,595

500

62

175

72

47

0.000193

Amount for 2016

—E-RFH=E

1,162,591

41,674

1,120,917

486

60

153

64

N/A

N/A



The environment and natural resources

The factories of the Group are primarily engaged in manufacturing of
wireless communication terminal products (including handsets, 10T
terminals and wireless communication modules), in which noise pollution
and chemical leakage may arise during the production process. To
reduce the impact of noise pollution and to aim at complying with the
noise emission standards of the industry, the Group educates employees
on the prevention of diseases caused by noise pollution, supervises
employees to equip with the necessary ear plugs, earmuffs, cotton balls
and other protective equipment at work. At the same time, the noise
pollution level at workplace is monitored on a regular basis. In respect
of the management of possible chemical leakage arising from the
production process, the Group has implemented a series of inspection
measures, including the regular inspection of chemical leakage and
signs of ground hardening. In case of discovering any chemical leakage,
the Group will follow the “Chemical or QOil Leakage Emergency Plan” for
immediate rectification. In addition, there are related guidelines on the
collection, storage and transport of hazardous waste. Chemical waste
disposal is also inspected regularly. In Year 2017, the Group did not

identify any incidents on chemical leakage.

In order to minimize the environmental impact of its business
activities, the Group has a number of procedures in place, namely
the “SC22-QP5.04 Procedures for Identification, Evaluation and
Control of Environmental Factors” and “SC22-QP5.06 Procedures for
|dentification, Evaluation and Control of Laws and Regulations and Other
Requirements”, so as to ensure the effective implementation of the

environmental protection system.

The Group has also established the “SC22-QP8.10 Monitoring,
Measurement and Control Procedures for Environment and Occupational
Health and Safety” to closely monitor and assess the environmental
impact of its business activities, so as to facilitate timely identification,
monitoring and management of material environmental issues. The green
products developed by the Group are eco-friendly and in compliance
with the requirements under the “SC22-042 Restricted Substances
Management Regulation”. To reduce the impact on the environment and
natural resources, all of the production processes of the Group are in
compliance with the ROHS green standards, including the utilisation of
materials that are of ROHS green standards in the process of mounting
with the surface mount technology, the testing of printed circuit board

assembly and the assembling and packaging process.
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SOCIAL

Employment

The Group regards its employees as the greatest asset. Thus, it fully
respects and protects their legitimate rights by establishing relevant rules
and systems. The Group issues the “Staff Manual” to employees at the

orientation to ensure they are fully aware of their rights and duties.

The Group treats all employees equally and provides them with
opportunities to develop their talents. In recruiting new staff, the
Group comprehensively analyses and gives fair consideration on
each applicant’s knowledge, abilities, experience, integrity, health
conditions and suitability to the position. In connection to remuneration
and promotion, the Group takes into account the abilities, efficiency,
development of abilities and knowledge as well as future development
potential of each employee based on his/her performance evaluation,
thereby offering employees the appropriate remuneration and
development. The Group is of the view that diversity in terms of
culture, backgrounds and experience will bring vitality and creativity
to corporate development. The Group has implemented related policy
on compensation and dismissal, working hours and holidays and anti-
discrimination in compliance with the relevant laws of the PRC and
Hong Kong as stated in the section of “Labour Standard” in this report,
such as providing sufficient notice upon dismissal, providing statutory
compensation and holidays. The Group is also against discrimination on
the grounds of religion, gender, race or gender. The details of which are
set out in the “Staff Manual”. During the reporting period, the Group did
not identify any non-compliance relating to employment issues (2016:

none).
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The Environment and Natural Resources
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In Year 2017, the Group was not aware of any incidents of non- RIZE—+F BAEEMA  HETAEH
compliance with laws and regulations that have a significant impact EEEMER(E - FRIEMEFH « T - (KEEFRE -
on the Group relating to compensation and dismissal, recruitment and FTE#E 2l - RIERAREMTZEFE
promotion, working hours, rest periods, equal opportunity, diversity, anti- M BEAEEESERFENEREZRERE
discrimination and other benefits and welfare. %o

Number and proportion of employees by gender and age groups as at 31 R -T—+F+ - F=+—B ISR K Fi

December 2017: HARIEI D H B T ASFLLA
Number Number
of female Percentage of male Percentage
Age group employees (%) employees (%)
ZHET BOl BMET Bk
FhEn BT\ (%) BT\ (%)
Under 30 0mA T 404 41.4 741 47.3
30-50 30-50 5% 556 57.0 802 51.3
Above 50 BB 505 15 1.6 22 1.4
Total number BAH 975 100.0 1,565 100.0
Percentage (%) B (%) 384 - 61.6 -

Number and proportion of new employees by gender and age groups R —tFIRUR R FERARIS DHFE T

during 2017: AEANLLA -
Female employees Male employees
ZHET BHMET

Number of ~ Number of  Percentage ~ Number of  Number of  Percentage
Age group new employees  employees (%) new employees  employees (%)
Fhan HEIAE BIAE HBAL%) HEIAY BIAE A%
Under 30 0mAT 62 404 15.3 192 741 25.9
30-50 30-50 5% 27 556 4.9 71 802 8.9
Above 50 HRIB507% 0 15 0 0 22 0
Total number BAY 89 975 9.1 263 1,565 16.8

RABMREBERAR —F+FRE HERERHE 11
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Employee turnover by gender and age groups during 2017:

Female employees

ZHET

Employee ~ Number of
Age group turnover  employees
Fldn RABIAE  BIAR
Under 30 30mA T 49 404
30-50 30-507% 44 556
Above 50 HR50 5% 2 15
Total number BAH 95 975

Health and safety

In product design and manufacturing, the Group attaches great
significance to the impact on product quality and safety, environmental
protection, energy conservation, comprehensive utilization of resources
and public health. It adopts green management system to ensure
safe workplace for staff and protects them from occupational hazards.
The Group has also established robust monitoring and assessment
procedures in relation to environmental protection and occupational

safety and health.

The Group acts in a socially responsible manner and takes responsibility
of staff's health and safety. It maintains strict compliance with laws
and regulations while adopting a “green” management approach. It
also diligently implements the 1ISO9001:2008 quality management
standards, 1SO14001:2004 environmental management standards,
OHSAS18001:2007 occupational health and safety management
standards and ROHS directive. The Group adopts the green management
structure in various business aspects, including research and
development, resources development, standardization of materials,
supplier management, product development and quality management,
and establishes green indicators to enhance the safety, environmental
friendliness and energy saving performance on its products, services and

operations, as well as to facilitate effective utilization of resources.

SIM Technology Group Limited Environmental, Social and Governance Report 2017
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Male employees
BHET

Percentage Employee ~ Number of  Percentage
(%) turnover  employees (%)
BAL(%) RAETIAZ BTAH BAL(%)
12.1 89 741 12.0

7.9 88 802 11.0

13.3 0 22 0

9.7 177 1,565 11.3
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The Group strictly follows and implements the requirements and
standards of various laws and regulations of the European Union such as
ROHS and REACH. It has also set up the internal management standards
in compliance with the national limits on toxic and hazardous substances
in electronic information products in the PRC. In addition, it introduces a
comprehensive assessment procedures for new materials that takes into
account the environmental requirements, price and quality. The Group
estimates the feasibility of design using green materials when sample
raw materials are delivered and attaches importance to specification of
restricted materials in design, research and development, so as to avoid

the use of restricted materials.

The Group has stringent requirements in place for selecting and
assessing qualified green suppliers. With its environmental and
hazardous materials management system for suppliers, the Group follows
specific inspection and evaluation procedures, and requires suppliers
to furnish green compliance and inspection reports and summaries
on data of hazardous substances. In order to ensure all supplies are
in compliance with the requirements of the use of restricted materials,
suppliers are required to enter into the “Undertaking of Green Suppliers”

with the Group.

In Year 2017, the Group did not identify any work-related fatalities and

loss of earning capacity due to work injuries (2016: none).

In Year 2017, the Group was not aware of any incidents of non-
compliance with laws and regulations that have a significant impact
on the Group relating to provision of a safe working environment and

protecting employees from occupational hazards.
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Development and training

The Group advocates the corporate culture of “attracting talents with
success and pursuing success with talents”, which promotes staff
enhancement driven by business growth while supporting corporate
development with staff enrichment. The Group has a comprehensive
training system in place that establishes a network-based career path for
employees. It also creates ample learning opportunities and a knowledge
sharing environment through a series of measures, including position
and ability management, skills enhancement programme, various
training opportunities, online learning programme for staff, internal
promotion system, key employees development programme, succession
plans for key positions and leadership development programme. Such
comprehensive training system allows employees to sharpen their skill
sets on all fronts and grasp individual development opportunities in

pursuit of corporate development.

The human resources department keeps a personnel file for each
employee since interview. Meanwhile, the Group’s internal human
resources consultants carry out career planning through communication
with staff. Depending on the development needs of different departments
and businesses, career plans of the employees are subject to changes
from time to time. In terms of staff education and training, on one hand,
the Group offers generic courses and trainings based on the operational
needs and job requirements; on the other hand, it customises employees’

career planning by offering focused courses and trainings.

The Group provides company-level and departmental-level courses
and trainings to its employees. In addition, it arranges external courses
and trainings largely based on the stages of staff development of the
employees. Junior staff and technical management personnel are offered
with various trainings on technology and skills which primarily address
the operational needs and project requirements of the Company. In most
cases, employees are able to tackle actual problems at work after they
have completed the trainings. Hence such trainings enable employees to
achieve growth and enhance skills as well as resolving work problems. For
managerial positions, trainings are offered on company-level in general,
where staff members are equipped with management skills required for

their positions through trainings that address specific issues at work.
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RERRABR
Apart from internal trainings, the Company also invites external BT AR RIS - AE BB
trainers to conduct trainings and arranges out-of-office trainings. The BlAREI - ARELE - BINSFRIE HE2K
multidimensional, multi-perspectives and multi-tiered training system MEATMENESR - 2@E 2AENEE
allows staff members to attain their goals in relation to operational needs, KBRS SETHERAREEREIEFEAM
career development and skills enhancement. BWEHE  HRSEENEEEE -
Number and proportion of trained employees by gender and employee R —EFRlt R R E TS D ZE
category during 2017: BTHAELLA -
Female employees Male employees
ZHET EMET
Number Number
of trained ~ Number of  Percentage of trained ~ Number of  Percentage
Employee category employees  employees (%)  employees  employees (%)
ETIHA FENETAY ETIAE EBAN(%) IEHESIAY EIAE EIX(%)
Management EEE 1 1 100 2 2 100
Manager "EAE 62 62 100 149 149 100
General staff —HRET 912 912 100 1,414 1,414 100
Total number ‘A 975 975 100 1,565 1,565 100
Average training hours by gender and employee category during 2017: RZZE—EFHRERRETEREPHWETF
IR -
Female employees Male employees
ZHET BHET
Number of Average Number of Average
Employee category employees training hours employees training hours
EIHA BN TEIRE BN EEEIRE
Management EEE 1 8 2 12
Manager HGEYN=| 62 32 149 32
General staff —MRET 912 72 1,414 72
Total number BAZ 975 69 1,565 68
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Labour standards

The Group is committed to take up social responsibilities. It complies with
and incorporates relevant laws and regulations in the rules and codes of
the Group. Apart from the “Staff Manual”, the procedures of the Group
also stipulate specific requirements on prevention of child labour and
forced labour. To prevent child labour, the Group has clearly specified
that all employees must be 18 years old or above in its recruitment
and employment management system. In order to protect employees’
entitlement on rest hours and holidays, it has expressly stipulated
relevant provisions relating to working hours, rest hours and holidays,
labour protection and working conditions in the employment contracts
and attendance system. The Group currently implements five-day work
scheme with 8 working hours a day, and prohibits forced labour and
forced overtime work.

The Group follows the relevant employment regulations, policies
and guidelines of the jurisdictions in which it operates, including the
“Employment Ordinance”, “Employees’ Compensation Ordinance” and
“Occupational Safety and Health Ordinance” in Hong Kong and the
“Labour Law of the PRC”, “Labour Contract Law of the PRC” and “Law
on the Protection of Persons with Disabilities of the PRC” in the PRC, to
protect the human rights of the employees and prevent child labour and
forced labour.

In Year 2017, the Group was not aware of any incidents of non-

compliance with laws and regulations that have a significant impact on

the Group relating to preventing child and forced labour.
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OPERATING PRACTICES

Supply chain management

The Group requires upstream suppliers to follow its policies on
environmental protection and sustainable development. To uphold
the Group’s reputation, suppliers are requested to give undertakings
regarding environmental protection requirements as well as health, safety

and social responsibility standards.

In order to ensure the implementation of environmental protection, health
and safety measures, the Group has established the “Supplier Evaluation
and Control Procedure”, “Procurement Control Procedure” and “New
Materials Introduction Procedure” and requires the suppliers to formulate
the relevant policies accordingly. Pursuant to the procedures, the Group
will inspect and evaluate each of the suppliers to monitor and ensure their
compliance with the relevant standards, laws and regulations. In case
where suppliers are in breach of such regulations or standards, they will
be removed from the suppliers list of the Group unless they rectify the
breaches within a prescribed time limit.

Number of suppliers of the Group by geographical location:

Location of suppliers

frEREitE

PRC R
Hong Kong EiE
Taiwan Py
Other countries EHRR
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Product responsibility

The Group strives to ensure product safety. The Group’s main products
and business, namely handsets and |OT terminals business, wireless
communication modules business, 10T system and 020 business, as
well as the intelligent manufacturing business, also place product safety
as its first priority. In the course of production, the Group always adheres
to stringent product quality and control standards, so as to maintain
product quality and safety as well as compliance with the ISO9001 quality

management standards.

The Group has established various control procedures on design,
research and development and production processes, as well as for
logistic, storage, packaging, protection and delivery. Furthermore,
regulations on testing subjects, methods and scope for raw materials,
auxiliary materials, packaging materials, semi-finished products
and finished products are in place. The Group performs testing and
supervision in accordance with international, national and in-house
requirements to uphold quality standards of its products. During the
reporting period, the Group did not recall any products manufactured and

sold due to safety and health reasons (2016: none).

The Group values customers’ feedbacks and complaints, which serve
as an important reference to improve and enhance product quality and
corporate competitiveness. There is also a set of rules and procedures
designed for managing customers and product complaints, which are
handled by a dedicated department. Customers’ feedback in the course
of product design, research and development are usually addressed in a
timely manner. During the reporting period, the Group did not receive any

material complaints regarding product quality and services (2016: none).

SIM Technology Group Limited Environmental, Social and Governance Report 2017
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In relation to observing and protecting intellectual property rights,
the Group has assigned dedicated personnel to take charge of the
management of intellectual property, and is mainly responsible for
maintaining a list of intellectual property, filing and classification of
intellectual property based on its actual value-creating potential,
materiality to corporate development and maintenance costs. The Group
has its own intellectual property data platform, enabling it to closely
monitor the latest international and domestic developments so as to
avoid waste of resources due to repeated research efforts and prevent
infringement of intellectual property rights. The Group recognises the
importance of safeguarding the Company’s interests by comprehensive
utilisation of intellectual property rights. With reference to cost and
expected return analysis, the Group applies for registration of intellectual
property rights that may have material impact on the Group timely, such
as trademarks, patents, copyrights and domains, thereby protecting the
Company’s interests as far as possible. When cooperating with other
entities or individuals, provisions regarding the ownership, scope of
authorisation, term, allocation of subsequent research outcomes of the
intellectual property involved are set out in detail in the relevant legal
documents to be entered into between the Group and other entities
or individuals. In practice, the comprehensive utilisation of intellectual

property effectively protects the interests of the Company.

The Group has established regulations on product quality assurance and
recall procedures. Its inspection department, new product introduction
department and manufacturing department also follow rigorous quality
assurance procedures to facilitate timely identification of quality issues
and hidden risks. These departments will also address those issues
promptly, if any, to ensure the product pass rate is in compliance with the

contractual requirements.

The Group’s policies relating to advertising and labelling matters relating
to the Group’s products and services are that we always comply with all
the laws and regulations, such as “Advertising Law in the PRC”, “Law of
the People’s Republic of China on Protection of Consumer Rights and
Interests”, to ensure that we do not mislead our customers and provide
user manual with clear label on the package so that our customers

understand our products.
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The Group puts great emphasis on information security and
confidentiality, especially those related to clients and consumers. The
“Staff Manual” has set out strict and clear regulations on confidentiality,
intellectual property, business rules, professional ethics of employees,
conflict of interests and relevant awards and penalties. In addition, the
Group also established the “Information Security and Confidentiality
Regulation”, which includes details of related descriptions and
requirements of information security and confidentiality so as to ensure
compliance with the relevant laws and regulations such as “Several
Provisions on Prohibiting Infringements upon Trade Secrets” and
“Regulations of the People’s Republic of China for Safety Protection of
Computer Information Systems”. All employees have entered into the
information security and confidentiality agreement with the Group, under
which they are obliged to keep the information of clients and customers
private and confidential. Every year, the Group organises a number of
trainings on confidentiality, ensuring that every staff member is involved
and trained. The information department of the Group attaches value
to the security of the information system. Thus, dedicated personnel
is assigned for the system’s maintenance to ensure safe and effective

operation of the system.

In Year 2017, the Group was not aware of any incidents of non-
compliance with laws and regulations that have a significant impact on
the Group relating to health and safety, advertising, labelling and privacy

matters concerning the Group’s products and services.

Anti-corruption

The “Business and Ethics Requirements Control Procedure”, “Anti-
corruption Operation Control Procedure” and Rule 2.15 of the “Staff
Manual” of the Group set out anti-corruption rules and guidelines. The
legal affairs department of the Group supervises the implementation of
procedures with reference to relevant standards and legal requirements,
such as “Interim Provisions on Banning Commercial Bribery” while
the human resources and administration department of the Group
handles complaints of behaviours that are in breach of the Group’s rules
and regulations on anti-corruption, with the aim of stopping unethical

behaviour arising from the Company’s operation.

SIM Technology Group Limited Environmental, Social and Governance Report 2017
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The Group sets out detailed regulations and clear requirements on anti-
corruption, as well as prevention and inspection of corruption, such as
bribery, extortion, fraud and money laundering, in the “Staff Manual”. It

also implements the following measures to fight against corruption:

1. enhance promotional efforts to create a suitable environment for

efficiency monitoring;

2. improve investigation and adopt active monitoring in replacement
of passive monitoring. The Group focuses on monitoring key
areas in production and operation, such as major projects,
material procurement, waste disposal and written off of bad and
doubtful debts, thereby further enhancing efficiency monitoring
on specific issues. The Group also actively participates in major
management activities so as to gather information for operational

and management decision-making and implementation;

3. establish rules and procedures for comprehensive governance,
with a view of treating both the symptoms and the root cause

instead of just treating the symptoms; and

4. attach importance on rectification, directly identify and close the

loopholes in management through investigation and prevention.

During the reporting period, the Group or its employees did not involve in

any corruption-related litigation (2016: none).

In Year 2017, the Group was not aware of any incidents of non-
compliance with laws and regulations that have a significant impact on

the Group relating to bribery, extortion, fraud and money laundering.
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Community investment

The Group is keen on participating in social and community activities
and strives to be an active member of society. Ms Yeung Man Ying, the
Chairman of the Group, has been awarded the highest honour “China
Charity Award” from the Ministry of Civil Affairs for consecutive years.
Meanwhile, the employees of the Group participated in a wide range of
community and charity activities as well. The Group also encourages their
employees to participate in community service. For example, visits to fire
safety officers and the needy in the communities, participated in garbage
classification volunteers, volunteers of bike sharing cycling activity, 2017
Shenyang City Shenhe New District Puhe half marathon and Shanghai
City Changning District Cohesive Engineering Society Volunteer Action
Day. They also supported various cultural and sports activities in the

community.
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Shanghai City Changning District Cohesive Engineering Society Volunteer Action Day
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Visiting needy families to show
care and concern
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2017 Shenyang City Shenhe New District Puhe half marathon
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relating to compensation and dismissal, recruitment and promotion,
working hours, rest periods, equal opportunity, diversity, anti-
discrimination, and other benefits and welfare.

ERATHEERE  BELEA - TERS - (KR T5#e %
Tt~ RIBAR A R B A A8 RAE A -

(@ BE &

b) EFH BT ABEAL BN BEERLROINER -

Total workforce by gender and age group.

IR R BRI B B RS -

Employee turnover rate by gender and age group.
ZMERI R FERARMERRALLE -
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10-11
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12



Aspects
FTEHE

B2 Health and Safety
B2 2% %

General Disclosure

—RRIER

KPI B2.1
R BUIEIR B2.1

KPI B2.2
RAREMIRIZEB2.2

KPI B2.3

MSHENIER B2.3

B3 Development and Training

B3 & /& KI5
General Disclosure

—RIE

KPI B3.1
RARAMIEIRB3.1
KPI B3.2
FARIARUISIRB3.2

B4 Labour Standards
B4 4 T 8|

General Disclosure

—RIE

The Environment and Natural Resources
RERRABIR

Description Page index
AR R

Information on: 12-13
(a) the policies; and
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer
relating to providing a safe working environment and protecting
employees from occupational hazards.
FEAREZE2TIERERREREEHCBEEEEN
() BRI
BTHBETARERZENEBER AN ER

Number and rate of work-related fatalities. 13

B T VR BB = A B L -

Lost days due to work injury. 13
AIGEATIERE -

Description of occupational health and safety measures adopted, 12
how they are implemented and monitored.
LTI A BR S R R B e 2 18 0 - DA RB AT REE R 7 0% ©

Policies on improving employees’ knowledge and skills for 14-15
discharging duties at work. Description of training activities.

BRARTHE B BT LIFR B M AN S B AR O BUK  H R BIE

& o

The percentage of employees trained by gender and employee 15
category.

BRIk EBERESNZIREB DL

The average training hours completed per employee by gender and 15
employee category.

RIERIREERAIBD - SREBTKRE N FIRFE -

Information on: 16
(a) the policies; and

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

significant impact on the issuer

relating to preventing child and forced labour.

BRI L E T eksa %5 T

()% + &

(b) BFHEITABEAZENRBERRROINER -

RANKEEBRAR —F—+FRE HERELHE

27



28

The Environment and Natural Resources
RIBERRABIR

Aspects
FTEHE

KPI B4.1
FARARUIEIR B4.1
KPI B4.2

FARERUIEIRBA.2

B5 Supply Chain Management
BS e E IR

General Disclosure
—REH R

KPI B5.1
RSB AEIRIE BS.1

KPI B5.2

BASE ISR B5.2

B6 Product Responsibility

Be EmEATT

General Disclosure

—RIE

KPI B6.1
R AERIEIR B6.1
KPI B6.2
R AERUEIR B6.2
KPI B6.3

RSB IE12 B6.3

Description
AR

Description of measures to review employment practices to avoid
child and forced labour.
IR ST BB E PR AR 2 ZE T o8 H|45 T -

Description of steps taken to eliminate such practices when
discovered.

B IUE SBRNEER A BB PTREE SR -

Policies on managing environmental and social risks of the supply
chain.
EIRMHEGERIRIE Rt & R ECR -

Number of suppliers by geographical region.

miREHMHEEREE -

Description of practices relating to engaging suppliers, number of
suppliers where the practices are being implemented, how they are
implemented and monitored.

Hil A AR ARERED - mEARTEBIENNEEREE -
AR B BAIE DI ENIT REER )4 ©

Information on:

(a) the policies; and

(b) compliance with relevant laws and regulations that have a
significant impact on the issuer

relating to health and safety, advertising, labelling and privacy
matters relating to products and services provided and methods of
redress.

FHMREERIRENERRERZS  BS  BEILEZER
HROTER -

(@ BUX &

(b) EFEEITABERLEHEERLIROIERL

Percentage of total products sold or shipped subject to recalls for
safety and health reasons.
PERDEXEMAETALTEERERIEAMARKNBE L

Number of products and service related complaints received and
how they are dealt with.
BERARE m R RIS EVIRF BB AR EE 0% ©

Description of practices relating to observing and protecting
intellectual property rights.

Rt B N ARE A B E R G R ED -
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18-20

18
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Aspects
FTEHE

KPI B6.4
FARARIEIR B6.4

KPI B6.5
RSB IERBE.S

B7 Anti-corruption
B7 k&S

General Disclosure

—RIE

KPIB7.1

BIRERUREBY.1

KPI B7.2

MAREIER BT .2

B8 Community Investment

B8t ERIEE

General Disclosure

—RIE

KPI B8.1
RARAMIEIRBS.1

KPI B8.2
RIRAEIE1E B2

The Environment and Natural Resources

Description
AR

Description of quality assurance process and recall procedures.
S B RE REREWER -

Description of consumer data protection and privacy policies, how
they are implemented and monitored.

RUEEE ERMRERALBEER - URBERTRERITE -

Information on:
(a) the policies; and
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer
relating to bribery, extortion, fraud and money laundering.
AR LR - B1ER - BGFRIEREN
(@) Bk &
BT ABEATEMIBREEZRAAIHNER

Number of concluded legal cases regarding corrupt practices
brought against the issuer or its employees during the reporting
period and the outcomes of the cases.
%Eﬁﬂﬁ%ﬁﬁAiﬁ%é%ﬁﬁE% EEET AR MR
EPSEENEES

Description of preventive measures and whistle-blowing procedures,
how they are implemented and monitored.
HH e e R R RAR T - AR T REER 0% o

Policies on community engagement to understand the needs of the
communities where the issuer operates and to ensure its activities
take into consideration the communities’ interests.
ﬁ%uﬁ@%ﬁXT?“ e BB ENBREAEBEHEE
A [ AR Y B

Focus areas of contribution.

BEXNEREE -

Resources contributed to the focus area.

EEHBEMPHAER -

RIERRRER

Page index

R
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20-21

21

21

22

22

22
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