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Q Technology (Group) Company Limited (the “Company”, together
with its subsidiaries, the “Group”) is a global leading mid-to-high
end camera and fingerprint recognition module manufacturer for
intelligent mobile terminals. The Group is primarily engaged in
the design, research and development, manufacture and sales of
camera modules and fingerprint recognition modules, and centred
on mid-to-high end camera and fingerprint recognition module
market for intelligent mobile terminals such as global smart phone
and tablet PC brands, Internet of Things (IoT), smart vehicles, etc.
The Group is one of the first few manufacturers in the PRC to
use chip on board (“COB”) and chip on flex (“COF”) technologies
and molding on board (“MOB”) and molding on chip (“MOC”)
technologies in the manufacture of camera modules, as well as to
produce ultra-thin camera modules with resolutions of 200 mega
pixels and above, dual/multiple camera modules, 3D modules,
under-glass fingerprint recognition modules and fingerprint
recognition modules with various technologies on a mass
production scale. Currently, the Group’s product mix covers ultra-
thin camera modules ranging from 2 mega pixels to 200 mega
pixels, dual/multiple camera modules, optical image stabilization
(OIS) camera modules, 3D camera modules, automotive camera
modules, smart home camera modules, capacitive fingerprint
recognition modules and optical under-screen fingerprint
recognition modules. The Group is committed to becoming an
advanced intelligent vision company and continuously enhancing
ability building of three aspects of intelligent vision products, being
optical designs, computational imaging and system integration.
We believe, through resolute and consistent promotion of the
three strategies of large-scale intelligent manufacturing, research
and development of new technology and vertical integration, we
will stand out in the fast-growing camera module and fingerprint
recognition module markets and realise the mission of “to
illuminate machines”.
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Five-Year Financial Summary

I FIEHE

(In Renminbi (‘RMB’”) thousands, except per share amounts or (A RIEF 5 /B2 58505 B 585550
otherwise indicated)

FOR THE YEAR ENDED 31 DECEMBER HE+-HB=1+—HLEE
2021 2020 2019 2018
TEREI-F ZEZ® —E-hE ZFEN\EF
Consolidated
&
Operating results IR
Revenue WA 13,759,170 18,662,626 17,400,369 13,169,678 8,135,161
Gross profit EF 541,342 1,761,982 1,770,585 1,179,872 353,108
Finance costs B AR AR (59,874) (30,050) (53,524) (52,811) (44,146)
Profit before taxation FR#R 71 = ) 107,084 957,297 970,068 606,901 1,330
Income tax {2 63,146 (94,451) (129,960) (64,529) 13,069
Profit for the year FREH 170,230 862,846 840,108 542,372 14,399
Attributable to: B
Shareholders of the KABIRER
Company 171,151 862,976 840,108 542,372 14,399
Non-controlling interests JEER R (921) (130) = = =
170,230 862,846 840,108 542,372 14,399
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Five-Year Financial Summary

B FIEHE

ANRET 7 8RS BEHGI)

(In Renminbi (“RMB’) thousands, except per share amounts or
otherwise indicated)

FOR THE YEAR ENDED 31 DECEMBER HE+_—_H=+—HILFE

2022 2021 2020 2019 2018
—E-C T ZEBIZTF Z-NAFE ZZT-N\F
Consolidated
At
Basic earnings per share BERGRET
(RMB cents) (ANRED) 14.5 73.2 71.9 47.6 1.3
Diluted earnings per share BESRRT
(RMB cents) (ANE¥ED) 14.5 72.8 71.4 47.2 1.3
Assets and liabilities BERERE
Non-current assets FERBEE 3,691,338 3,733,091 3,520,863 3,271,908 2,210,953
Current assets MENEE 8,594,138 9,315,017 7,882,131 7,363,293 4,228,658
Total assets BEERE 12,285,476 13,048,108 11,402,994 10,635,201 6,439,611
Bank borrowings RITER 2,615,977 1,757,670 1,263,232 1,328,785 1,178,241
Other liabilities Hi&E 4,902,094 6,585,209 6,353,936 6,439,461 3,157,935
Total liabilities BEEHE 7,518,071 8,342,879 7,617,168 7,768,246 4,336,176
Net assets BEFE 4,767,405 4,705,229 3,785,826 2,866,955 2,103,435
Total equity ke 4,767,405 4,705,229 3,785,826 2,866,955 2,103,435
Key Financial Ratio FTEMBILE
Gross profit margin (%) EFIZE(%) 3.9 9.4 10.2 9.0 4.3
Net profit margin (%) HFZE (%) 1.2 4.6 4.8 4.1 0.2
Gearing ratio (%) (Note 1) BAREGEE%) #aE1) 55.4 38.0 34.6 48.2 56.0
Rate of return on net asset (%)  F & ERIIRE (%) 3.6 18.3 22.2 18.9 0.7
Current ratio (times) (Note 2) MENLEE (18) (Wzt2) 1.2 1.2 1.1 1.0 1.0
Quick ratio (times) (Note 3) RENLLE (f8) (/523) 1.0 0.9 0.8 0.7 0.8
Net asset value per share KABRERTE AEDG
attributable to equity BEREFEE
shareholders of the Company 4.03 3.98 3.23 2.48 1.86
Price per share as at +ZBE=+—HERER
31 December (HKD) (B 7T) 4.2 10.08 13.14 12.90 4.45
Price earnings ratio (Note 4) MmBX (Ki24) 29.85 11.48 15.38 24.28 299.93
Market capitalization as at +ZB=+—Hmf&E
31 December (HKD thousand) (BT T) 4,986,905 11,914,416 15,403,378 14,931,440 5,036,164
Dividend per share (RMB cents) SRS (ARD) - - 4.2 9.0 =
Dividend yield B B = - - 0.46% 1.30% -
EBITDA (Note 5) BRI E R i AT F
(H3t5) 514,108 1,377,618 1,408,093 951,027 281,217
Note 1: Gearing ratio represents the total balance of bank borrowings and X1 . BEAEBALERIEESE HFRWIBTE
lease liabilities as of the end of the year/period divided by total RN EaBastRrERUEEE H
equity as of the end of the year/period. FHRE TR 4A%E o
Note 2: Current ratio represents total current assets divided by total current M2 . MBLEXRIEHEE RO NGB EELHL
liabilities as of the end of the year/period. BB B EARRE
Note 3: Quick ratio represents total current assets less inventories divided M3 . EELEXRIEHESE RN BEELR
by total current liabilities as of the end of the year/period. BREFEEBRLUURBIEEEEE
Note 4: Price earnings ratio represents the market price of shares divided s34 . TRRIEHZEE HHERNBEHER U
by earnings per share as of the end of the year/period. SR
Note 5: EBITDA represents earnings before interest and tax (EBIT) + KtzE5 . EBITDAIE EFRATH)E (EBIT) +IFEE & B+

depreciation cost + amortization cost.

HIHER -
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Five-Year Financial Summary

B FIEHE
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Dear Shareholders,

We are very honored to present to the shareholders the annual
results for the year ended 31 December 2022 (the “Year”), the
ninth annual results of Q Technology (Group) Company Limited
since its listing on the main board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

BUSINESS REVIEW

Looking back on the Year, the instability of global social and
economic development has further intensified. On one hand, the
global energy crisis and food crisis caused by the military conflict
between Russia and Ukraine have not yet ended, which kept
the inflation level in Europe and the United States at a high level,
affected the purchasing power and consumption confidence of
ordinary consumers for consumer discretionary products; on the
other hand, the continuous and repeated COVID-19 had different
degrees of impact on the social and economic activities of major
economies around the world, thereby increasing the production
and operation costs of enterprises and the cost of living of
consumers. The increasingly fierce geopolitical conflicts, the rising
international trade protectionism and the continuous tightening
monetary policies of major developed countries and economies
have made the global macroeconomic situation more complicated
and challenging, and many major economies fell into the
unfavorable situation of high inflation and low growth. According to
the World Economic Outlook report released by the International
Monetary Fund on 31 January 2023, it is estimated that the
global economic growth for the Year shall be approximately 3.4%,
which is far lower than the 4.9% expected in the second half of
2021, which is also lower than 4.4% expected in early 2022 and
the average growth rate of 3.8% from 2000 to 2019. However,
according to data released by the National Bureau of Statistics of
China on 17 January 2023, China’s GDP growth rate for the Year
was 3%, while the global economy suffered and weakened during
the Year.

Chairman’s Statement
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Chairman’s Statement
FEHRE

The unstable macro situation and pessimistic forecasts for
the economic outlook had a noticeable impact on demand
for consumer discretionary products, including smartphones.
According to the report from International Data Corporation (IDC),
an independent third-party research institute, in January 2023,
the global shipment of smartphones in 2022 was 1.2 billion units,
being the lowest volume since 2013, with a decrease of 11%,
among which the Chinese market was hit particularly hard. The
sales volume of smartphones in China in 2022 was only 286
million units (2021: 329 million units), representing a year-on-
year decrease of 13%. It was the biggest drop in ten years and
the first time since 2013 that the sales volume fell below 300
million units. The decline in shipment of smartphones had a direct
impact on the sales volume of camera modules and fingerprint
recognition modules applied to smartphone. At the same time, in
order to adapt to the reality of the decline in consumer purchasing
power and consumer confidence, smart phone brands proactively
slowed down the pace of device specification upgrades, resulting
in a decrease in the market penetration growth rate of mid-
to-high-end camera modules with 32 mega pixels and above,
and the penetration rates of high-end camera modules such as
periscope and high-power optical image stabilization and high-
end fingerprint recognition modules such as ultra-thin, large-size
and ultrasonic were short of expectations, which had a direct
impact on the product specifications and average unit sales price
of camera modules and fingerprint recognition modules applied to
smartphone.

At the same time, affected by the macroeconomic situation and
changes in the situation of semiconductor industry, the sales of
Internet of Things (IoT) intelligent terminals in 2022 were also lower
than expected. According to the China Passenger Car Association
(“CPCA”), the retail sales of passenger car market in 2022 were
approximately 20.7 million units, representing a year-on-year
increase of approximately 550,000 units, representing a growth
rate of 1.8%, which was approximately 3.6 percentage points
lower than the expectation in early 2022. In addition, according
to the report released by IDC on 22 December 2022, the global
shipment volume of AR and VR headsets in 2022 was estimated
to be 9.7 million units, representing a year-on-year decrease of
12.8% as compared with 2021 and a gap of 12.3% from the
estimated shipment of 11.07 million units at the beginning of the
Year. Thus, it has affected the sales volume of camera modules
applied to smart cars and loT intelligent terminals.
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In summary, the camera module and fingerprint recognition module
industry applied in the field of consumer electronics products was
affected by external factors during the Year, under greater pressure
from sluggish demand and intensified competition.

Despite all kinds of unfavourable factors, based on the trust
and support of customers together with the resolution of all its
employees to face difficulties in spite of setbacks, the Group
confronted a series of challenges arising from the pandemic,
intensified geopolitical frictions and insufficient consumer
confidence, and its sales volume of camera modules and
fingerprint recognition modules, despite the year-on-year decline,
outperformed the decline in sales volume of smartphones in China,
with market share increased. Meanwhile, the loT and automotive
camera modules in which the Group made strategical layout
showed a significant increase in sales volume, representing an
increase of approximately 122.7% as compared with last year, and
the proportion of revenue increased significantly, gradually showing
the results of strategic layout. However, under various unfavourable
factors, the Group unfortunately recorded a significant decline in
operating results, and the revenue during the Year amounted to
approximately RMB13,759,170,000, representing a decrease of
approximately 26.3% compared to last year, mainly because: (i)
due to the combined effect of the above-mentioned factors which
led to the decline in demand for smartphones, especially high-end
models and the sluggish demand in the global smartphone market
that resulted in poor demand for camera modules and fingerprint
recognition modules applied to smartphone and intensified
competition, the sales volume of camera modules and fingerprint
recognition modules applied to smartphone recorded a year-on-
year decrease of approximately 12.4% and 2.7%, respectively;
and (ii) the short-term slowdown in smartphone innovation, large
downward pressures on the unit sales price of products, and,
during the Year, the average unit sales price of camera modules
decreased by approximately 15.8% year-on-year to approximately
RMB29.63 from approximately RMB35.21 of last year; and
the average unit sales price of fingerprint recognition modules
decreased by approximately 34.8% year-on-year to approximately
RMB9.54 from approximately RMB14.62 of last year.
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Chairman’s Statement
FEHRE

During the Year, the gross profit margin of the Group was
approximately 3.9%, representing a decrease of approximately
5.5 percentage points as compared to approximately 9.4% of
last year, which was mainly because: (i) the poor demand for
camera modules and fingerprint recognition modules applied
to smartphone affected by macro factors, intensified market
competition, and unit price and profit margin were squeezed; (i)
the year-on-year decline in sales volume of camera modules and
fingerprint recognition modules applied to smartphone as well as
the decline in proportion of high-specification products resulted in
a decrease in the production capacity utilization rate of the Group,
which led to an increase in the manufacturing cost of unit product;
(iii) the loT and automotive camera module businesses were still at
a stage of market development, therefore the production capacity
utilization rate still needed to be improved, which affected the
comprehensive gross profit margin; and (iv) the exchange rate of
RMB against USD fluctuated significantly during the Year, with the
central parity rate adjusted from 6.3757 at the beginning of the
Year to 6.9646 at the end of the Year, representing a depreciation
of approximately 9.2%, resulting in a significant increase in the
cost of materials imported and settled in USD, which led to a
negative impact on gross profit margin.
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During the Year, the Group’s net profit was approximately
RMB170,230,000, representing a year-on-year decrease of
approximately 80.3%, which was mainly due to the decline in
revenue and the obvious drop in gross profit margin. Although
the Group’s net profit decreased during the Year, the Group
has achieved significant development results in the business of
camera module applied to fields other than smartphones, not only
the sales volume and sales revenue increased by approximately
122.7% and 69.2% respectively year-on-year, but also the
customer structure and the product structure of camera module
products used in smart vehicles and loT terminals have been
significantly improved. In the field of automotive camera, during
the Year, the automotive camera module products for models of
SGMW, Geely Auto, XPeng, Shanghai Automotive Passenger Car,
VOYAH, Foton Daimler and other brands have been delivered and
put into use, and have passed the qualification certification of
qualified suppliers of many automobile enterprises such as BYD,
German Continental Automotive, NIO, Beijing Electric Vehicle
and Dongfeng Commercial Vehicle. In the field of loT, during the
Year, the Group made a breakthrough in the VR camera module
project, successfully obtaining certification from leading companies
in the VR industry such as ByteDance, HTC and BlackShark and
successively supplying camera modules to them, covering various
products such as 3D modules and Pancake modules. At the
same time, the Group maintained a solid foothold in segments
such as drones, sweeping robots and children’s smart watches,
and continued to supply bulk to leading companies such as DJI,
ECOVACS, Roborock and Little Genius (“J\X7), which improved
its market share and total number of projects.
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The Group had published the Strategic Planning for the Five-Year
(2021-2025) Operation and Development of Q Technology (Group)
Company Limited (E# &% (EE) BRA R A F (2021-2025
F) KSR IRS])) (the “Five-year Strategic Planning”) for
the first time in the 2021 interim results announcement of the
Company, setting out a development blueprint for the next five
years. Entering the second year, although the external environment
is full of thorns, all employees of the Group had faith in the future
and followed this strategic deployment to make great progress,
actively seeking changes, and making progress and reinforcing
strengths while seeking changes. During the Year, under the
background of recurrent pandemic, the management maintained
orderly production and operation and generally smooth logistics
and delivery, and also recognised the impact of weak consumption
on China’s mobile phone market, endeavoured to improve the
income structure to reverse the disadvantage. On the one hand,
the Group vigorously expanded overseas markets, and the share
of camera modules in Korean mobile phone brands continued to
rise, on the other hand, the Group grew significantly in the IoT
and automotive markets, and made efforts in the field of AR/VR
headsets, to successively secure a number of camera modules
and opto-mechanical design projects of major domestic brands.
In the new energy vehicle market in China, as of the end of the
Year, the Group has successively obtained the certification of 6 of
the top 15 automobile brands in China in terms of the number of
new energy vehicles shipped in 2022. On this solid foundation, the
Group will unswervingly achieve its strategic objectives, face the
challenges ahead, and achieve another golden five-year period of
rapid business growth.
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PROSPECTS

Fortunately, the COVID-19 pandemic is approaching a turning
point, and China has adjusted its pandemic prevention and
control policies accordingly in the fourth quarter of 2022, leading
to a gradual normalization of social and economic activities. The
“World Economic Outlook Report” released by the International
Monetary Fund (IMF) on 31 January 2023 indicates the growth
rate of the global economy to be 2.9% in 2023. It is the first time
that IMF has raised its economic growth forecast for the year 2023
after consecutive quarters of conservative or downward forecast.
Meanwhile, the IMF has raised China’s economic growth forecast
for 2023 from the previous 4.4% to 5.2%. The improvement of
macro factors has gradually restored everyone’s confidence in
economic growth and actively raised consumers’ purchasing
power and consumption confidence. Goldman Sachs Research
predicted in a report in January 2023 that the growth of China’s
resident spending will rebound strongly in the second half of 2023,
labor income will improve and consumer confidence will also be
boosted. Therefore, smartphones, |oT and new energy vehicles
are all expected to embrace good development opportunities in
2023. In terms of smartphones, according to forecasts by a third-
party market research institute IDC, with the effective control of
pandemic , the market demand will begin to rebound in 2023
and a five-year compound annual growth rate of 1.9% will be
achieved by 2026. In terms of the loT, IDC believes that the sales
of AR/VR headsets will resume growth in 2023, and shipments
will increase by 31.5% year-on-year. It is expected that AR and
VR headsets will continue to grow by over 30% in the next few
years with shipments reach 35.1 million units by 2026. In terms
of new energy vehicles, the CPCA predicts that the sales volume
of new energy passenger vehicles will reach 8.5 million units
in 2023. Based on the predicted sales volume of the overall
traditional passenger vehicles of 23.5 million units, the penetration
rate of new energy vehicles will reach 36% in 2023, representing
an increase of 8.4 percentage points from 27.6% in 2022. The
recovery and growth of industries such as smartphones, intelligent
driving, Metaverse and IoT smart terminals will drive the growth of
camera modules and fingerprint recognition modules. At the same
time, the recovered consumers’ purchasing power and consumer
confidence will be conducive to the sales of high-end mobile
phones, thus positively facilitating the specification upgrading
of the camera modules and fingerprint recognition modules.
The business development of the Group is expected to capture
favorable opportunity, particularly the years of accumulation in the
non-handset field is exposed to a new development opportunity
brought about with the sound macroeconomic growth.
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Chairman’s Statement
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In summary, the directors of the Company (the "Directors")
believe that development opportunities and challenges coexist
in the intelligent vision industry in the future. In the long run,
with the continuous specification upgrading of optical products
in the fields of handset terminals, automotive and loT, together
with the increasingly complex optical design and structural
design of camera modules, the integration requirements for
product functions, performance and size will continue to
increase. Intelligent vision product manufacturers with capabilities
of integrating upstream component design and large-scale
automated production are expected to stand out in fierce
competition and become the leaders in providing integrated
intelligent vision solutions. At the same time, with the continuous
improvement of demand on pixel of camera modules for Advanced
Driver Assistance Systems (ADAS), the proportion of application
of chip on board (COB) process in automotive camera modules
will continue to increase, and companies with large-scale and
reliable packaging and testing history for handset camera modules
will obtain more market opportunities. The Directors believe that
with its continuous effort in promoting large-scale intelligent
manufacturing and research and development (the “R&D”) of
new technology and vertical integration, in firmly propelling the
strategies in platform, components and system integration, in
adhering to a customer-centric service strategy, and in rapidly and
significantly improving the effectiveness of business development
in the automotive and loT sectors, the Group will be able to
maintain its long-term competitiveness, and provide high-end and
high-quality products and quick-response services to our general
customers, and ultimately strive to achieve the vision of the Group
“to illuminate machines”.

1 6 Q Technology (Group) Company Limited Annual Report 2022

MEMS ARAREE ((EF) BAK
REERBOTEERBBERBILZ
REMS > FHR U EH RIoTEER
FERERBRARTE BEREREN
HRRE MG ERTRIREER HE
mIBE s MERRT=Z S ENERE XK
iR - BBES L kst
FENRARREEHNCEESLE NG AL
REEMNEE BAEZEINNHEF
AR L AR BREERER
RDENEEE R BERERER
HE R BADAS)HIEGRBREBREE
RAER A R EE R HE(COB) T
TEHRGBEBRELNERGELERR
Brie 7 A AR ERA N FHRER
FEERNIEENEERESESH
MHERE EFHEERAEEERAKE
RBBEEEERE  firbf 3 (T
H)MEEBPHRES BERETSR
B ~ 23 fF BUBS ~ R AT S A EIER o BUE M
ETUER BT ORRE RS AR
BIRFARBEHMIoTEE M EFKILER
B AERFRANEEGRF N BE
REFPRESHEEENERMNREE
RS TEXSNERAER G
ARSI ER -



However, the Directors are also fully aware that the new year is
still full of opportunities and challenges, and social and economic
development is still facing various uncertainties. On the one
hand, the geopolitical situation is complicated and fickle, and the
lasting outbreak of wars in some regions has caused a never-
easing impact on international politics and economy, resulting high
prices of food, fuel and various of sources. On the other hand,
as there is a risk that international trade barriers will continue
to intensify, major countries and economies are still striving to
explore a suitable way of coexistence. The management of the
Group must be cautious, keep vigilant, seek changes in stability
and follow the trend, so as to properly respond to various
unexpected changes, ensure the steady and healthy development
of business, and focus on the faster and better development
of camera module business in non-handset field, high-end
camera module and fingerprint recognition module business.
Counterpoint, the world’s authoritative electronics industry
research institute, pointed out that the smartphone market
was affected by macroeconomic weakness and high inflation
in 2022 but will improve in 2023. Under the generally upward
macroeconomic trend and the expectation of economic recovery,
the replacement cycle of mobile phones will gradually shorten.
It is expected that the global smartphone shipment market will
achieve a year-on-year growth in 2023. With new products such
as 5G and folding screens also promoting the growth of high-
end smartphones, the high-end market will see more resilience.
Another research institute, IDC, predicts that with the effective
control of the pandemic and the gradual recovery of the global
economy, the market demand for smart phones will begin to
rebound in 2023 and will achieve a five-year compound annual
growth rate of 1.9% by 2026. Besides, the improvement of mobile
phone imaging experience remains the focus of all manufacturers:
() against the backdrop of the rapid development of the short
video and live broadcast industry, consumers are more inclined
to have the demand for further improving the video shooting
experience; (ii) the main camera pixel enhancement, configuration
of 100 to 200 megapixels applications, wide application of one-
inch outsole and periscope optical zoom will further promote the
upgrade of smartphone imaging experience; (i) Android phones
will firmly follow a high-end development route in 2023, build a
dual-flagship strategy of bar phones + folding screen phones,
and increase investment in flagship models. The research report
of the international investment bank Morgan Stanley dated 8
January 2023 also predicts that the smartphone market will see
signs of recovery in the second or third quarter of 2023. Apple’s
adoption of periscope lenses will drive the investment of Android
smartphones in this aspect, which in turn will benefit Android
mobile phone camera module manufacturers.
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Feedbacks received from the daily communication with customers
indicated that the photography function of current mobile phone
is still far from expectations of end customers, such as the image
delivered in respect of high-definition shooting, night scene
shooting, telephoto shooting, etc is inferior to that of traditional
SLR cameras. On the sensing level, the adoption of rear 3D
modules and multi-spectral modules is still in the initial stage. The
Group firmly believes that there is still a broad space for the long-
term development of smartphone optics, and the specifications
upgrades of smartphone camera modules will definitely further
accelerate as long as consumer confidence recovers. Therefore,
the Group will continue to build up its R&D efforts, and continue
to promote the development of high-end camera module products
and strengthen the R&D of new materials, new processes
and new products, so as to take full advantage of the various
mastered special module processes such as multi-group lens
active alignment (MLAA), direct Time-of-Flight (dToF), Variable
Aperture and Telescopic Zoom, coupled with the 8-Plastic (8P)
lens, glass-plastic hybrid lens, freeform lens and other brand-new
lens technology, together with the Sensor Shift, micro-gimble and
other new anti-shake designs, to create mobile phone camera
modules that can match or even surpass SLR cameras for the new
generation in the immediate foreseeable future.

The intelligent vision module market in the non-handset field is
proceeding very well. Taking intelligent driving as an example,
international chip and algorithm companies are well positioned to
accelerate the development of automotive chips and algorithm
support. For example, at the Consumer Electronics Show (CES)
2023 held in the United States, Qualcomm announced the launch
of the new System-on-a-Chip (SoC) Snapdragon Ride Flex for
automotive chip, which will be able to simultaneously correspond
to the digital cockpit, advanced automatic driving assistance
technology and self-driving system operation in the form of a single
chip. So far, test samples are delivered to partners and is expected
to put into mass production in 2024. At the same time, Mobileye,
which was spun off from Intel and listed in October 2022, also
stated at CES that it will cooperate with Zeekr brand under Geely
Group to launch the world’s first car with Level 4 autonomous
driving in China in 2024, and also deepen cooperation with Ford to
enable Ford’s self-developed BlueCruise self-driving system to use
Mobileye’s road mapping data, thus realizing self-driving in certain
scenarios.
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Domestic new energy vehicles embraced explosive growth in
2022, and the new energy penetration rate of passenger vehicles
has reached 27.6%, representing an increase of 12.6 percentage
points as compared with 2021. According to the forecast of
CPCA’s expert team, the penetration rate of domestic new
energy vehicles will reach 36% in 2023, and will further sink to
the second and third tier cities. The upgrading of the entire auto
industry will accelerate, and new car-making forces will compete
fiercely by virtue of products upgrading and brands building in
2023. Certain key intelligent technologies will become standard.
For example, Intelligent Cabin (In-Cabin) System, assisted driving,
and autonomous parking will become the basic requirements for
consumers and an important basis for their choice, which will be
very beneficial to the development of camera module, the “eye of
autonomous driving”.

According to the latest report published in December 2021 by ICV
Tank, a research institute authoritative in the industry, the average
number of camera modules equipped per car in 2021 amounted to
2.3 globally, representing a significant growth compared to that in
2020, and such number is expected to reach 3.8 units per car by
2026. The global market of automotive cameras covers pre-factory
(completed assembly by original equipment manufacturers (OEMs))
and after-factory (assembling after shipment), in 2021, the global
pre-factory market for automotive cameras amounted to US$12.2
billion, while the after-factory market amounted to US$5.1 billion.
In particular, the pre-factory market is the most important market
where the specifications for automotive camera modules are
relatively higher, and the shipments of which are estimated to
increase from 100 million units in 2020 to 370 million units in
2026, representing a CAGR of 24.32% and a rapidly growth. In
terms of automotive camera modules, the Group has deployed
ahead of time to seize opportunities. Currently, the Group was
certificated by over 20 automobile brands. The Group has
obtained certification from six of the top 15 automobile enterprises
in terms of sales volume of new energy vehicles announced by
the CPCA in 2022, and most of the projects have achieved mass
production. On the one hand, the Group will deepen its direct
partnership with automobile brands customers to provide quality
and quick-response services, upgrade product specifications and
assist customers in developing customized and differentiated
intelligent driving systems, and on the other hand, it will strengthen
hardware partnerships with domestic and overseas Tier 1 system
providers to tap into the supply chains of top-tier overseas brands,
traditional domestic brands and joint venture brands that tend to
use platform-based products, so as to accelerate the acquisition
of customers and expand our market share. At the same time, the
Group will actively monitor market developments and enter other
segments of the automotive intelligent vision industry chain, such
as automotive lenses, laser radar (LIDAR) and head-up displays
(HUD) by recruiting core teams or mergers and acquisitions.
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In recent years, the Group has made good progress in the field
of loT intelligent vision products which it has taken the lead in
entering into, and the market share of the Group in the leading
enterprise clients who engage in drones, sweeping robots and
smart wearable devices, such as DJI, ECOVACS and Little Genius
(/NEK7), has continually increased. In this regard, the immersive
experience devices are of utmost importance to the medium-
development of 0T, according to the prediction of the China
Academy of Information and Communications Technology, the
global virtual (augmented) reality industry scale will grow at an
average annual rate of approximately 54% in the five years from
2020 to 2024, with VR growing at a rate of approximately 45%
and AR at a rate of approximately 66%, with both market scales
neck and neck, reaching RMB240 billion in 2024. In recent years,
the Group has made remarkable progress in VR headsets. In
addition to successfully obtaining the See Through and 6 DOF
camera module projects for equipment of multiple brands, the
Group has also taken the lead to strengthen its opto-mechanical
design capabilities and cooperated with manufacturers on pre-
researching the new design of imaging optical path for the
switchback VR headsets, providing the Pancake Lens imaging
solution which applies the folding of optical path, and conducting
the non-camera optical products business.

According to the published financial data of the Year, the Group is
currently ranked among the top two in the packaging and testing
industry of camera modules for mobile phone in China based on
the comprehensive assessment of sales volume, product structure
and product average unit sales price, and has successfully
covered all major smartphone brands using Android system. In
the future, the Group will continue to consolidate and deepen
the cooperative relationship with core customers, provide R&D
and production services for a full range of products, and at the
same time continue to improve the specifications of cooperative
products for new customers, increase the number of projects,
and strive to become the core suppliers for all Android-based
smartphone brands to increase market share, and at the same
time strive to seek opportunities for cooperation with smartphone
brands other than the Android system.
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In terms of vertical integration, the Group, on the one hand, has
kept promoting the development of the smartphone camera
module lens, |oT camera module lens and 3D module lens
of Newmax Technology Co., Ltd. (“Newmax Technology”, an
associate of the Company listed on the Taipei Exchange in Taiwan,
stock code: 3630). The Group, on the other hand, will seek other
merger projects regarding critical optical parts and components
and promote the development of technology in critical devices
like motors, automotive lens and laser radar. The Group will also
strive to achieve further breakthrough in the application of camera
modules and other optical related modules in non-handset field.

The Group will keep forging ahead in 2023 to enhance its position
in the industry of camera modules for smartphones, with a focus
on increasing the sales proportion of products with resolutions
of 32 megapixels and above. The Group will also expand the
business scale of camera modules applied to the non-handset
fields such as smart cars and loT intelligent terminals rapidly. The
Group will strive to achieve the following targets: (i) the combined
sales volume of camera modules with resolutions of 32 megapixels
and above applied to mobile phones and camera modules applied
to other fields accounting for more than 35% of the total sales
volume of camera modules, which was approximately 30% during
the Year; and (ii) a year-on-year increase of not less than 50% in
the sales volume of camera modules applied to the non-handset
fields.

Taking into account the market conditions and the Group’s
actual development and comprehensive capabilities, despite the
complicated and changing micro environment, the Directors are
confident in leading the Group to embrace the challenges in the
year ahead, make further efforts to achieve good development,
endeavor to advance the five-year strategic planning, uphold
the vision of the Group as “to illuminate machines” and strive to
create greater value for the shareholders of the Company (the
“Shareholders”).
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Chairman’s Statement
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AWARDS AND HONOURS

During the Year, the Group continued to adhere to our customer-
oriented service strategies, constantly considered the provision
of good personal experience for customers as our operation
direction and devoted our best efforts to satisfy customers’ needs
in product R&D, sales delivery, after-sales service, product quality
and technology innovation, and gained high recognition of the
Group’s comprehensive ability, products and services from the
local governments, industry and our customers. The major honors
the Group has recently received are as follows:

In April 2022, Kunshan QTech Microelectronics Co., Ltd. (ELL &
HIMEFRIFEBMHBEAT) (‘Kunshan QT China”), a subsidiary
of the Company, was awarded as the "2022 Jiangsu Province
Intelligent Manufacturing Demonstration Factory" by Jiangsu
Provincial Department of Industry and Information Technology;

In December 2022, Kunshan QT China was awarded the "2021
Outstanding Contribution Award for R&D Innovation" by Suzhou
Municipal People's Government;

In January 2023, Kunshan QT China was awarded the “Excellent
Quality Award 2022” by vivo Mobile Communication Co., Ltd. (4
KEEEEAMRAT), a world-renowned smartphone brand;

In January 20283, Kunshan QTech Biological Recognition
Technology Limited (B E#KEWH BB EERAE) (“QT
Biological Recognition”), a subsidiary of the Company, was
awarded the “Best Delivery Award 2022” by vivo Mobile
Ltd. FEABENBEERAE),

renowned smartphone brand;

Communication Co., a world-
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In January 2023, Kunshan QT China was awarded the “Excellent
Quality Award 2022” by OPPO Guangdong Mobile Communication
Co., Ltd. (OPPOER®EIEEHERAR), a world-renowned
smartphone brand;

In January 2023, Kunshan QT China was awarded the “Excellent
Delivery Award” by Honor Device Co., Ltd. (EBRIRHBEAT]), a
world-renowned smartphone brand.

He Ningning
Chairman

Hong Kong
24 March 2023
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Management Discussion and Analysis
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FINANCIAL REVIEW

Revenue

During the Year, the revenue of the Group was approximately
RMB13,759,170,000, representing a year-on-year decrease
of approximately 26.3% as compared with approximately
RMB18,662,626,000 in 2021. The decrease in revenue was mainly
because: (i) under the impact of the recurrence of COVID-19
pandemic and the slowdown in global economic growth, the
global smartphone market, especially high-end models, was in
poor demand, and the sales volume of the camera modules and
fingerprint recognition modules applied to smartphone reported
a year-on-year decline of approximately 12.4% and 2.7%,
respectively; and (i) the decline in proportion of high-specification
products of the camera modules and fingerprint recognition
modules applied to smartphone resulted in a year-on-year decline
in average unit sales price of the camera modules and fingerprint
recognition modules of approximately 15.8% and 34.8%,
respectively.

Cost of sales

During the Year, the cost of sales of the Group was approximately
RMB13,217,828,000, representing a year-on-year decrease
of approximately 21.8% as compared with approximately
RMB16,900,644,000 in 2021. The decrease in cost of sales was
primarily attributable to the decrease in revenue of approximately
26.3% during the Year as compared with last year, resulting in a
decrease in raw materials and direct labor costs compared with
last year.
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Management Discussion and Analysis

Gross profit and gross profit margin

For the Year, gross profit of the Group was approximately
RMB541,342,000 (2021: approximately RMB1,761,982,000),
representing a decrease of approximately 69.3% as compared with
that in 2021, while gross profit margin was approximately 3.9%
(2021: approximately 9.4%). The decrease in gross profit margin
was mainly because: (i) the poor demand for camera modules and
fingerprint recognition modules applied to smartphone affected by
macro factors, intensified market competition, and unit price and
profit margin were squeezed; (ii) the year-on-year decline in sales
volume of camera modules and fingerprint recognition modules
applied to smartphone as well as the decline in proportion of high-
specification products resulted in a decrease in the production
capacity utilization rate of the Group, which led to an increase in
the manufacturing cost of unit product; (i) the 10T and automotive
camera module businesses were still at a stage of market
development, therefore the production capacity utilization rate still
needed to be improved, which affected the comprehensive gross
profit margin; and (iv) the exchange rate of RMB against USD
fluctuated significantly during the Year, with the central parity rate
adjusted from 6.3757 at the beginning of the Year to 6.9646 at
the end of the Year, representing a depreciation of approximately
9.2%, resulting in a significant increase in the cost of materials
imported and settled in USD, which led to a negative impact on
gross profit margin.

Other revenue

During the Year, other revenue of the Group was approximately
RMB196,839,000, representing an increase of approximately
28.3% as compared with approximately RMB153,410,000 in
2021.
to: (i) the increase in government grants included in other

The increase in other revenue was mainly attributable

revenue of approximately RMB16,977,000 from approximately
RMB133,141,000 of the previous year to approximately
RMB150,118,000 of the Year;
increase in interest income on bank deposits of approximately
RMB27,192,000.

and (ii) the year-on-year
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Other net income/(loss)

During the Year, the Group recorded other net income of
approximately RMB90,999,000, while other net loss of
approximately RMB49,777,000 was recorded in 2021, which was
mainly due to: (i) a net gain on foreign exchange option contracts
was recorded in the amount of approximately RMB30,730,000
(2021: net loss of approximately RMB25,147,000); (i) a net gain
on foreign currency forward contracts was recorded in the amount
of approximately RMB20,634,000 (2021: net gain of approximately
RMB4,706,000); (i) the Group recorded a loss of approximately
RMB22,222,000 for the impairment provision for interest in an
associate in 2021, while reversed the impairment loss during the
Year as there has been a favorable change in the estimate used to
determine the recoverable amount; and (iv) the Company made a
provision for impairment loss of approximately RMB20,678,000 on
property, plant and equipment in 2021, while no such impairment
loss was recorded during the Year.

Selling and distribution expenses

For the Year, selling and distribution expenses of the Group
amounted to approximately RMB13,790,000,
decrease of approximately 39.7% as compared with approximately
RMB22,867,000 in 2021.
expenses to revenue was approximately 0.1%, which was at

representing a
The ratio of selling and distribution
similar level with that of 2021.

Administrative and other operating expenses

During the Year, the total of administrative and other operating
expenses of the Group was approximately RMB142,166,000,
representing a decrease of approximately 11.9% as compared

with approximately RMB161,452,000 in 2021.
in administrative and other operating expenses was mainly

The decrease

attributable to the enhancement of resource integration and the
optimization of the management team by the Group during the
Year, which results in a reduction in recruitment expenses and
labour costs.
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Management Discussion and Analysis

R&D expenses

During the Year, total R&D expenses of the Group were
approximately RMB469,626,000,
of approximately 26.9% as compared with approximately
RMB642,267,000 in 2021
mainly attributable to the Group’s improvement of R&D efficiency,

representing a decrease

. The decrease in R&D expenses was

optimization of the R&D team and reduction of investment in R&D,
such as material requisition.

Finance costs

During the Year, the finance costs of the Group were approximately
RMB59,874,000, representing an increase of approximately 99.2%
as compared with approximately RMB30,050,000 in 2021. The
increase in finance costs was mainly attributable to the increase in
bank borrowings drawn by the Group during the Year as compared
with that of the previous year as well as the increase in USD
borrowing rate.

Share of loss of an associate
During the Year, Newmax Technology, an associate of the
Company, recorded a loss. The share of loss of an associate
attributable to the Company was approximately RMB36,640,000,

representing a decrease of approximately 29.1% as compared with
the loss of RMB51,682,000 in 2021.

Income tax expenses

During the Year, the Group recorded income tax income of
RMB63,146,000, while the income tax expenses in 2021 were
approximately RMB94,451,000. This was mainly attributable to: (i)
profit before taxation of approximately RMB107,084,000 recorded
by the Group in the Year, which decreased by approximately
88.8% as compared with that of last year; (i) the deferred tax
for origination and reversal of temporary differences amounting
to approximately RMB50,283,000 during the Year (2021:
approximately RMB55,072,000) attributable to the positive impact
of the policy on the accelerated deduction for R&D expenses; and
(iii) the reversal of income tax over-provided in the year 2021 of
approximately RMB15,230,000 during the Year.
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Profit for the Year

Based on the foregoing, the profit of the Group for the
Year amounted to approximately RMB170,230,000 (2021:
approximately RMB862,846,000), representing a decrease of
approximately 80.3% as compared with that of 2021.

LIQUIDITY AND FINANCIAL RESOURCES

Bank Borrowings

As at 31 December 2022, the Group’s bank borrowings amounted
to approximately RMB2,615,977,000, all of which were short-term
borrowings, representing an increase of approximately 48.8% from
approximately RMB1,757,670,000 as at 31 December 2021.

As at 31 December 2022, the Group’s bank borrowings were
mainly denominated in Renminbi and/or USD. The cash flow
overview of the Group for the Year and 2021 was set out as
follows:
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Net cash generated from operating
activities

Net cash used in investing activities

Net cash generated from/ (used in)

financing activities IR FEE

As of 31 December 2022, the cash and cash equivalents of
the Group amounted to approximately RMB1,348,884,000,
representing a decrease of approximately RMB394,186,000 from
approximately RMB1,743,070,000 as at 31 December 2021. The
decrease in cash and cash equivalents was mainly attributable
to the subscription of wealth management products and time
deposits during the Year.
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Management Discussion and Analysis

Operating activities

During the Year, the Group recorded a net cash inflow from
operating activities of approximately RMB1,048,352,000,
representing a decrease of approximately RMB547,862,000
as compared with the net cash inflow of approximately
RMB1,596,214,000 in 2021, which was mainly attributable to
the decrease in revenue of approximately 26.3% during the Year
as compared with that of 2021 and the decrease of gross profit
margin as compared with that of 2021.

Investing activities

The net cash outflow used in investing activities of the Group
during the Year amounted to approximately RMB1,941,098,000
(2021: net cash outflow amounted to approximately
RMB880,473,000), and among such cash used in investment
activities: (i) the net cash of approximately RMB1,109,383,000 was
used to purchase wealth management products and other financial
assets; (i) the net cash of approximately RMB521,553,000 was
used for time deposits with maturity over three months; and (iii)
approximately RMB407,520,000 was used for the due payment for
the purchase of equipment and other fixed assets.

Financing activities

The net cash inflow generated from the financing activities
of the Group during the Year amounted to approximately
RMB468,475,000, while the net outflow recorded in the year
2021 was approximately RMB942,199,000, which was mainly
attributable to the proceeds from bank borrowings exceeded the
repayment amount by approximately RMB630,908,000.
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Gearing ratio

The gearing ratio of the Group as at 31 December 2022, as
defined by the total balance of bank borrowings and lease liabilities
divided by total equity at the end of the Year, was approximately
55.4%, representing an increase of approximately 17.4 percentage
points from approximately 38.0% as at 31 December 2021,
which was mainly attributable to an increase of approximately
48.8% in the balance of bank borrowings from approximately
RMB1,757,670,000 as at 31 December 2021 to approximately
RMB2,615,977,000 as at 31 December 2022.

TREASURY POLICIES

The Group’s treasury policy was disclosed in the prospectus
of the Company dated 20 November 2014 (the “Prospectus”),
and was amended by the risk management committee of the
Company (the “Risk Management Committee”) on 24 March
2016, the details of which were disclosed under the “Management
Discussion and Analysis” section of the 2016 to 2021 annual
reports. As at 6 December 2022, the Risk Management
Committee and the Board reviewed and approved certain

amendments to the Group’s treasury policy, mainly including:

(1) the adjustment of the approval process for the purchase of
non-principal-guaranteed wealth management products and
relaxation of the maximum amount of a single transaction.
After the amendments, the Chief Executive Officer (previously
the chief financial officer) shall complete the approval for a
single transaction of wealth management business operation
with transaction amount of RMB50 million or below (inclusive
of RMB50 million),
management business operation with transaction amount

while a single transaction of wealth

exceeding RMB50 million (exclusive of RMB50 million)
shall be reported to the Risk Management Committee for
approval by the executive Directors (previously the chief
financial officer). Further, delete the provision that the amount
of a single entrustment shall not exceed RMB50 million in
principle; and
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Management Discussion and Analysis

(2) certain adjustments on the restrictions towards the input
of funds to non-principal-guaranteed wealth management
business, including:

() as for the wealth management products of commercial
banks ranking outside Top 20 (inclusive) in the PRC to
which the input of funds is restricted, the original ranking
was based on the total value of bank assets, and now it
is adjusted to be based on the net core tier-one capital
of banks;

(i) the provision restricting funds to be invested in wealth
management products with a maturity of more than one
year (exclusive) or wealth management products with
a maturity of more than three months that couldn’t be
pledged by the issuing bank for financing or issuing bills
payable, is now adjusted to be restricting funds to be
invested in wealth management products with a maturity
of more than one year (exclusive) that couldn’t be used
to be pledged with the entrusted banks for loans of the
same terms; and

(i) the previous restriction on non-principal-guaranteed
wealth management products instructed by the Group
which were fixed term and covered by insurance
purchased on the financing principal, with the maximum
balance of which not to exceed the equivalent of RMB1
billion, is now adjusted and relaxed to the restriction on
non-principal-guaranteed wealth management products
instructed by the Group which were fixed term, with the
maximum balance of which not to exceed the equivalent
of RMB2 billion.

The Board, the Risk Management Committee of the Company
and the staff at the relevant positions always remain alert to the
performance and risk assessment of the wealth management
products. At the same time, the Company also pays close
attention to the liquidity and debt asset position of the Group in
order to ensure the sufficiency of its working capital and maintain
the debt asset ratio at a reasonable level.
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Management Discussion and Analysis
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MATERIAL ACQUISITION AND DISPOSAL

On 15 December 2020, the Company submitted an application
in relation to a possible spin-off and separate listing of Kunshan
QT China on the Shenzhen Stock Exchange or Shanghai Stock
Exchange in the PRC (the “Proposed Spin-off’) to the Stock
Exchange for approval pursuant to Practice Note 15 of the
Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”), and received the approval from the Stock
Exchange on 23 April 2021. On 23 June 2021, Kunshan QT China
submitted an application to the ChiNext Market of Shenzhen
Stock Exchange for the proposed listing (the “Proposed Listing”),
and has received approval from the listing committee of the
ChiNext Market of the Shenzhen Stock Exchange on 17 August
2022. Kunshan QT China has also submitted the registration
application to the China Securities Regulatory Commission (the
“CSRC”) for the Proposed Listing, and has received the official
notice of acceptance from the CSRC on 30 December 2022, and
is still undergoing the relevant approval process. As the equity
interest of the Company in Kunshan QT China is expected to
decrease upon completion of the proposed initial public offering
of Kunshan QT China’s ordinary shares, the Proposed Spin-off
constituted a deemed disposal of the Company under Chapter 14
of the Listing Rules and a major transaction of the Company. The
Company convened an extraordinary general meeting (the “EGM”)
on 30 December 2022 to obtain Shareholder’s approval for the
Proposed Spin-off, and the relevant proposed resolution was duly
passed as an ordinary resolution of the Company at the EGM. For
details, please refer to the inside information announcements of
the Company dated 15 December 2020, 23 April 2021, 23 June
2021, 30 June 2021, 16 December 2021,23 February 2022, 27
June 2022, 4 August 2022, 17 August 2022, 29 September 2022,
2 December 2022 and 30 December 2022, and the poll result
announcement of the EGM dated 30 December 2022.

3 2 Q Technology (Group) Company Limited Annual Report 2022

ERNBEREE

RIE-_ZEF+_H+HH > ~AFAIR
BHZFrESE EmARA (T ERHRE)
E+HIEERESIMAUESTRELE

HRPARTYRAPRFYESELZAH L
BEEXSZFABIL LT (TEZ D)

mﬁﬁﬁ“ﬁﬁf”qﬂ FUERAE LR

T—FNB T+ =HEBRPHLE
/\\:7—_35/\ﬁ +=H>RBlLE#k
REEFRIINBESR A ERERT
BEatLtm (TE&Lmy) 2BHF TR
:%::E/\ﬁ—f—tEI?]%%E'c/éki)II%ﬁ#

RGFAIERLELTEZEE G E-ELL
EsgxPETERNTEESEEEEREZ
g8 (MEZES)) BEXERER L

mHEMRHRF TR 2 "_F+°"H
—tTHEHAREZEEEATIE B
FRTHEESEHER HRAQBNRE
WESKPEREBRRANE L T
PETHEZE R BAEESARD
BEMRBL O BELTRUETHE
EEINMEREARBZz—BRELHE
EBEABERARABIZ—EBEFERZ
KABTBER _7__fﬁ+ B=+H
ARREFIARE (TRERAE])
L/M%/E'Hxﬁ?tt/ﬁka%’ﬁ?ﬁ BRIIEZR
ZEZERNREEN ARG LEBRBAAE
NE]—MRZBR -AHFAFBRZREALAA
BHRA_ZE_TEF+_A+HH T
T —FHOB_+=H -ZF - —F
BZ+=H-ZEBEZ_—FXB=+H"
2 F+°“HE+REBZEZZHF
“RZTH+=A-ZEZZFRAZ+t
BE-“E__f£/\A@NB-ZF__
NB+tHE-ZZEZZFNABZ+A
B\ ZEZZHF+ZRARZHKRIZEZZ
F+ZHB=1+HBZRABHEEAEKRZ
Z_THF+R=THZEREREFNX

GRBERAL -

Fase=]



Management Discussion and Analysis

Save as disclosed above, the Group did not have any material
acquisitions or disposals of its subsidiaries, associates and joint
ventures for the year ended 31 December 2022.

SIGNIFICANT INVESTMENT

The Group did not hold any significant investment for the year
ended 31 December 2022.

FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS

There was no any plan authorized by the Board for other material
investments or additions of capital assets as at 31 December
2022.

CONTINGENT LIABILITIES

As at 31 December 2022, the Group did not have any contingent
liabilities.

PLEDGE OF ASSETS

As at 31 December 2022, the assets pledged by the Group
included bank deposits and shares of an associate of
approximately RMB1,049,324,000, representing an increase of
approximately RMB100,428,000 as compared with approximately
RMB948,896,000 as at 31 December 2021. These pledged assets
were used as guarantee for bank borrowings and bank guarantee
letters.
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Management Discussion and Analysis
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EMPLOYEE POLICIES AND REMUNERATION

As at 31 December 2022, the number of staff of the Group was
7,780 (the “Staff”, including contractual staff and non-contractual
staff such as staff under internship agreements and labour service
12,880). The significant
decrease in the number of Staff compared to last year was

agreements) (as at 31 December 2021:

mainly due to the reduction in the employment demand per unit
capacity resulting from the further effective results of the Group's
production automation and digital upgrading. Meanwhile, the
decline in the sales volume of camera modules and fingerprint
recognition modules in the Year also led to the decrease in
demand for Staff. The Group is committed to providing all Staff
with fair working environment, providing newly recruited staff with
induction training and job technical counseling to help them to
adapt to job requirements quickly, providing all staff with clear job
responsibilities guidelines and for employees at different positions
with on-the-job training together with other training programmes
to help improving their skills and knowledge, and strived to
provide all Staff with competitive remuneration packages. For the
Year, the remuneration of the employees (including staff under
labour service agreements and internship agreements) of the
Group was approximately RMB897,273,000 (2021: approximately
RMB1,113,635,000). Apart from basic salary, the package also
includes performance bonus, medical insurance, share options
and provident fund (staff under labour service agreements and
internship agreements are treated according to the laws and
regulations of the PRC).
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Management Discussion and Analysis

FOREIGN EXCHANGE EXPOSURE

The Group is exposed to currency risk primarily due to certain
receivables, payables, cash balances and loans that are
denominated in foreign currencies other than RMB arising from
the operating activities such as bank borrowings, product sales
and purchase of raw materials. The Group is also exposed to
currency risk from the exchange or translation of USD and Hong
Kong Dollars into RMB. During the Year, as the sales income
of the Group was still mainly settled in RMB but various raw
materials for production and some equipment for production were
purchased from overseas and settled in USD, while the central
parity rate of RMB against USD recorded a downward adjustment
of approximately 9.2% from 6.3757 at the beginning of the Year to
6.9646 at the end of the Year, and the highest central parity rate
of RMB against USD in the Year reached 7.2555, with a fluctuation
range of approximately 13.8%, which made the exchange risk
management more difficult. However, the foreign exchange option
contracts and foreign currency forward contracts adopted by
the Group effectively solidified part of the exchange rate cost
of RMB against USD, and recorded a net gain of approximately
RMB51,364,000 in aggregate during the Year (2021: recorded
a net loss of approximately RMB20,441,000 in aggregate). As
affected by multiple factors such as politics, economic, and
supply and demand, the trend of RMB against USD in the future is
subject to great uncertainties. It is difficult to adjust the business
model of the Group in the short run. Therefore, the profit or loss
of the Group may still be affected by exchange rate fluctuation
in the future. The Group will, on one hand, continuously strive
to strengthen the expansion of overseas business and strive to
reduce the proportion of USD expense; on the other hand, the
Group will continuously enhance daily monitoring of the exchange
rate, and fix the future foreign exchange costs by properly using
financial instruments, so as to strengthen the management of
foreign exchange risks and strive to reduce foreign exchange loss.
However, the Group is also clearly aware that there are many
factors affecting exchange rates, and the mechanism to determine
exchange rate is complicated and fickle, making it is difficult to
estimate its trend. Therefore, the profit or loss of the Group may
still be affected by exchange rate fluctuation.
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Management Discussion and Analysis
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DIVIDEND

Taking into consideration of the capital expenditure required by
the Group’s plan to expand camera module capacity planning and
increase investment in camera module business for automotive
and loT fields in 2023, the Board recommended not to declare any
final dividend for the year ended 31 December 2022 (final dividend
for the year ended 31 December 2021: Nil).

CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining the eligibility to attend the annual
general meeting (the “AGM”) to be held on 19 May 2023, the
register of members of the Company will be closed from 15 May
2023 to 19 May 2023. All transfer documents accompanied by
the relevant share certificates must be lodged with the Company’s
branch share registrar in Hong Kong, Computershare Hong
Kong Investor Services Limited, at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong
not later than 4:30 p.m. on 12 May 2023.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the Year, save as disclosed above, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.
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Management Discussion and Analysis

ENVIRONMENTAL PROTECTION
MANAGEMENT

The Group has strictly complied with the applicable environmental
protection laws and policies in the jurisdictions where the
respective members of the Group are located. During the Year,
the Group had continued to revise, improve and implement a
number of internal rules and regulations in relation to environmental
protection management such as the implementation of
Wastewater Management Regulations, Waste Gas Management
Regulations and Greenhouse Gas Management Measures, and
to further perfect the wastewater, waste gas and greenhouse
gas treatment system in order to strengthen its management
and control in production and domestic sewage so as to ensure
that the wastewater discharge is in compliance with statutory
requirements, and clarified the ranges, procedure and instrument
of collecting the data of greenhouse gas for the effective
management of greenhouse gas of the Group in the long run and
prepared for reducing carbon emissions. At the same time, the
Group had also amended and implemented certain regulations
and measures including improving the Fire Safety Management
Regulations and Emergency Plan, held fire drills with particular
focus on strengthening of self-check of the fire control facilities and
improving the fire prevention and control capability, and Kunshan
QT China and QT Biological Recognition successfully obtained
the compliance certificate in terms of work safety granted by
Administration of Work Safety and Environmental Protection of
Kunshan Hi-tech Park.

Particulars of the environmental protection management of
the Company are disclosed in the Environmental, Social and
Governance Report set out in this annual report.
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Biographical Details of Directors and Senior Management
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BOARD OF DIRECTORS

The board of Directors (the “Board”) of the Company currently
consists of six Directors, comprising three executive Directors,
namely Mr. He Ningning, Mr. Hu Sanmu and Mr. Fan Fugiang, and
three independent non-executive Directors, namely Mr. Chu Chia-
Hsiang, Mr. Ko Ping Keung and Mr. Ng Sui Yin.

Executive Directors

Mr. He Ningning ({A1E2 2
a Director on 5 May 2014 and was re-designated as an executive

(*Mr. He"), aged 52, was appointed as

Director on 13 November 2014. Mr. He has been the chairman
of the Board and the nomination committee (the “Nomination
Committee”) of the Board of the Company since 13 November
2014. He is primarily responsible for overall strategic planning
and formulation of investment strategies of our Group. Mr. He
founded Kunshan QT China in October 2007 and has more than
20 years of experience in the electrical and electronic industries.
Prior to founding the Group, Mr. He served as a sales officer of
Ltd. (RE=EEH
BPR/AF]), a manufacturer of electronic components, from July

Samsung Electro-Mechanics Dongguan Co.,

1992 to April 1997 where he was primarily responsible for sales
and delivery management. In November 2000 and June 2004, Mr.
He founded Surewheel Asia Pacific Limited CEFEB I KB EA
@) (“Surewheel”), a company principally engaged in agency sales
of printheads, and Shenzhen Xike Dexin Telecom Equipment Co.,

Ltd. CRINIT AR BEBEREMTERERRAR) (“Shenzhen CK”),
a company principally engaged in the research, development and
sales of complete handsets components, and was the chairman
of Surewheel and Shenzhen CK. Mr. He is primarily responsible
for the strategic planning. In December 2004, Mr. He founded
CK Telecom Limited (A @ERMEZE (IR BRAR)
(‘Heyuan CK”), a company principally engaged in the sales and
manufacturing of complete handsets and handset components
and modules, and has been the chairman of Heyuan CK. Mr. He is
primarily responsible for the strategic planning of Heyuan CK. Mr.
He is the sole director and the sole shareholder of QT Investment,
a controlling shareholder of the Company as at the date of this
report. Mr. He received his bachelor’s degree in science, majoring
in weather dynamic, from the Peking University in July 1992 and
his master’s degree of business administration from the University
of California in March 2002.
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Biographical Details of Directors and Senior Management
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Mr. He is also a director of each of Q Technology (Great China)
Inc., Kunshan Q Technology (Hong Kong) Limited (‘Kunshan QT
Hong Kong”), Kunshan QTech Ever Capital Limited (B LL F A%
BB BEAHRAT)(“Qlech Ever Capital”), Kunshan QT China, QT
Biological Recognition, Kunshan QTech Optoelectronic Technology
Limited (R W E#Xt BRI AR AR) (“QTech Optoelectronic”),
Kunshan Q Technology International Limited (‘QT International”), Q
Technology (Singapore) Private Limited (“Singapore QT”), Kunshan
Q Tech Microelectronics (India) Private Limited (‘India QT”) and
Easytrade Microelectronic (Hong Kong) Limited (“Easytrade HK"),
each of which is a subsidiary of the Company.

Mr. Hu Sanmu (B3=) (“Mr. Hu"), aged 47, was appointed as
an executive Director of the Company since 8 July 2016, and
was appointed as the chief executive officer of the Company
since 15 December 2020. He is primarily responsible for the daily
operation management of the Company, especially in the operation
management of biological recognition module business of the
Group. Mr. Hu was appointed as an executive Director of the
Group since 8 July 2016. Prior to joining the Group, Mr. Hu held
various positions in VTech (Shenzhen) Electronic Limited ({8 5 &
EFEm (R BRRAE),

manufacturing of telecommunication products, from July 1998 to

a company principally engaged in

November 2002, where he last served as a mechanical structure
engineer and was primarily responsible for the mechanical design.
From November 2002 to August 2004, Mr. Hu held various
positions in Tianjin Amphenol Kae Co., Lid. (R2ZE#HYES
FHEMRAT), a manufacturer of connector products, where he
last served as a sales engineer and was primarily responsible
for maintaining the relationship with existing customers and the
expansion of sales network. From July 2004 to November 2009,
Mr. Hu held various positions in Van Telecom Limited (M Z2 &4
BIR/AT), a company principally engaged in manufacturing and
sales of precise connectors, where he last served as the sales
director and was primarily responsible for sales management
and product planning. Mr. Hu received his bachelor’s degree in
engineering, majoring in mechanical design and manufacture from
the Xi’an University of Science and Technology (F8 Z2 %} 5 A 22)
previously known as Xi'an Mining Institute (FEZ B2 2% , in July
1998.
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Mr. Hu is also a director and the general manager of QTech
Ever Capital and QT Biological Recognition, each of which is a
subsidiary of the Company.

Mr. Fan Fugiang GEE38) (‘Mr. Fan”), aged 45, was appointed
as an executive Director of the Company since 15 December
2020. Mr. Fan was a member of the Risk Management Committee
of the Company since 13 November 2014. Mr. Fan is primarily
responsible for financial management, securities affairs and risk
control functions. Prior to joining the Group, Mr. Fan held various
positions in Heyuan branch of the Bank of China, a state-owned
bank principally engaged in providing a range of corporate
banking, personal banking, investment banking and other services,
from July 1996 to June 2011 and last served as the general
manager of Heyuan High-tech Zone sub-branch of Bank of China
and vice general manager of the corporate department of Heyuan
branch of Bank of China, where he was primarily responsible for
the grant of the credit facilities, risks management and international
settlement. From May 2013 to April 2014 and July 2011 to April
2014, respectively, Mr. Fan served as the assistant to the chief
financial officer of Shenzhen CK and Heyuan CK, and was primarily
responsible for legal compliance matters and risk control. Mr. Fan
received a professional certificate from Guangdong International
Finance College (B E R & RIZ L) located in the PRC, in July
1996, majoring in international finance. He received a university
diploma from the Central Party School of Guangdong Provincial
Committee (FHEHREZEZER) located in the PRC, in January
2008, majoring in public management, and received a graduation
certificate from South China University of Technology (ZEF I T
K2)in July 2019, majoring in administrative management. Mr.
Fan was one of the joint company secretaries of the Company
before his resignation on 21 November 2017. Mr. Fan was also the
chief financial officer of the Company since 8 July 2016 before his
resignation on 15 December 2020.

Mr. Fan is also a director of QTech Ever Capital and QT
International, the secretary of board and chief financial officer
of Kunshan QT China, and the director and general manager of
Zhuhai Q Technology Limited (Bki&H E#A M B FRIRBRAR),
Shenzhen Q Technology Limited GEIIT it EFRIEEARA
5]) and Shenzhen DEPAM Precision Automation Co., Ltd CEHIIT &=
R B E#EAEAF) ("Shenzhen DEPAM"), each of which is a
subsidiary of the Company.
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Independent Non-executive Directors

Mr. Ko Ping Keung (&%3&) (‘Mr. Ko”), aged 72, JP, was
appointed as an independent non-executive Director (the “INED”),
a member of each of the audit committee (‘Audit Committee”)
of the Board,
Committee”) of the Board, the Nomination Committee and the

the remuneration committee (“Remuneration

chairman of the Risk Management Committee of the Company
on 31 May 2017. Mr. Ko holds a Bachelor of Science (Honours)
degree from The University of Hong Kong, and holds a Master
of Science degree and a Doctor of Philosophy degree from the
University of California at Berkeley. He is an Adjunct Professor of
Peking University and Tsinghua University and Emeritus Professor
of Electrical & Electronic Engineering and the former Dean of the
School of Engineering of The Hong Kong University of Science
and Technology. Mr. Ko was the Vice Chairman of Electrical
Engineering and Computer Science Department of the University
of California at Berkeley from 1991 to 1993 and a member of Bell
Labs in USA from 1982 to 1984. Mr. Ko is an independent non-
executive director of each of Henderson Investment Limited (Stock
code: 0097), Henderson Land Development Company Limited
(Stock code: 0012) and VTech Holdings Limited (Stock code:
00303) respectively, all of which are Hong Kong listed companies.
Mr. Ko is also a director of Beken Corporation (1B@BE R E
(@) B EBRAT) (stock code: 603068.SH) (“Beken”) and
Smartsens Technology (Shanghai) Co., Ltd. (B4 & (L8 EF5&
R IR 1D AR /AE]) (stock code: 688213.SH) (“Smartsens”), each of
which is a Chinese listed company.
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Mr. Chu Chia-Hsiang (#1Z#f) (‘Mr. Chu”),
appointed as an INED, the chairman of the Remuneration

aged 53, was

Committee and a member of each of the Audit Committee and
the Nomination Committee of the Company on 13 November
2014. From June 1997 to June 2002, Mr. Chu served at various
EREROBERER

@), which is a provider of computing devices, testing and skilled

positions in Hewlett-Packard Taiwan Ltd. (32

solutions, and last served as a sales expert and was primarily
responsible for overseeing its sales department in respect of the
computing devices. From May 2002 to August 2004, Mr. Chu
served as the investment manager of CDIB Venture Capital Corp.
(FERF R XX ERMBRAB), which was a wholly-owned
subsidiary of China Development Financial Holding Corporation (F1
ERMESMIZERRKMHBRAF) (Stock Code: 2883) listed on the
Taiwan Stock Exchange and was primarily engaged in enterprise
operations, management, and consulting services. Mr. Chu was
primarily responsible for exploring and assessing investment
plans and post-investment management. In January 2014, Mr.
Chu established WK Innovation Ltd. (E:EIFRMDBRAT),
a venture capital firm, and served as the managing director and
acted as its chairman and chief executive officer, where he was
primarily responsible for its strategic planning. From August 2004
to January 2014, Mr. Chu served as the general manager of WK
Technology Fund (Z & EIZEE & > previously known asZ &A%
KERIMERAT), a venture capital firm. Mr. Chu was primarily
responsible for exploring and assessing investment plans and
post-investment management. He was the legal representative
of Litmax Electronics Inc. (S BRRB B R/A B » Stock code:
4995) and Raydium Semi-conductor Corporation (B & &lE
BB B R/AE] > Stock code: 3592), each of which is listed on
the Taiwan Cretai Securities Market (& FEHIBEBE L) .
Mr. Chu is a director of Beken (stock code: 603068.SH) and
Smartsens, each of which is a Chinese listed company, and he is
also an independent director of Chicony Electronics Co., Ltd. (a
company listed on the Taiwan Stock Exchange, stock code: 2385),
Chia Chang Co., Ltd. (BERKHBRAE) (@ company listed
on the Taiwan Stock Exchange, stock code: 4942) and Cincon
Ltd. (EEBFRMHBRAE) (@ company listed
on the Taipei Exchange, stock code: 3332).

Electronics Co.,
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Mr. Chu received his bachelor of science degree in electrical
engineering from the National Tsing-Hua University in Taiwan
in July 1993 and his master’s degree in management from the
National Cheng-Kung University in Taiwan in June 1995. Mr. Chu
served as an executive council member of the Taiwan Private
Equity & Venture Capital Association (BEA|EXEmEREA
) from May 2008 to May 2010.

Mr. Ng Sui Yin (RIF ) (‘Mr. Ng”), aged 54, was appointed as
an INED, the chairman of the Audit Committee and a member of
each of the Remuneration Committee and the Risk Management
Committee of the Company on 13 November 2014. Mr. Ng
was previously the financial controller of Beijing Gas Blue Sky
Holdings Limited (Stock code: 6828) and the financial controller
and company secretary of Man Yue Technology Holdings Limited
(Stock code: 0894), each of which is a company listed on the
Stock Exchange. Mr. Ng has extensive experience in the areas
of finance, audit, tax, bankruptcy, information technology and
business development. Mr. Ng has been admitted as a member
of the Hong Kong Institute of Certified Public Accountants and an
associate of the Taxation Institute of Hong Kong since April 2001
and April 2009, respectively. Mr. Ng was registered as a certified
tax advisor of the Taxation Institute of Hong Kong in July 2010. He
received his Honours Diploma in Accounting from the Hong Kong
Shue Yan College (now known as Hong Kong Shue Yan University)
and Master’s degree in Professional Accounting and Corporate
Governance from City University of Hong Kong.
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SENIOR MANAGEMENT OF THE GROUP

Mr. Cai Yun (“Mr. Cai”), aged 39, was appointed as chief financial
officer of the Company since December 2020 and is primary
responsible for the finance management of the Group. Prior to
joining the Group in April 2017, he served as a cost accountant
in Fulinmun Food Co., Ltd. of the COFCO Corporation from July
2005 to December 2006, where he was primarily responsible
From December 2006 to
March 2017, Mr. Cai held various positions in Suzhou Samsung

for cost accounting and cost control.
Electronics Co., Ltd., and last served as a financial manager,
where he was mainly responsible for financial control, analysis and
the preparation of the annual budget. Mr. Cai received a bachelor
degree in management from Yanzhou University (35 A<E2)
majoring in accounting. Mr. Cai has been a member of the Chinese
Institute of Certified Public Accountants since March 2021.

Mr. Cheng Zhihua (f221E) (“Mr. Cheng”),
appointed as the company secretary of the Company on 21
November 2017. Mr. Cheng graduated from the Jinan University
(BBF K2) with a bachelor of accounting degree in 1999 and

further obtained a master of business administration degree from

aged 47, was

the Jinan University in 2010. Mr. Cheng is also a member of the
Chinese Institute of Certified Public Accountants. He is currently a
senior finance manager of a private company in Hong Kong and
has more than 26 years of experience in handling accounting and
compliance matters at various companies and accounting firms in
Hong Kong and the PRC. Mr. Cheng has been a member of the
Hong Kong Institute of Certified Public Accountants since 2017.
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Mr. Wang Jiangiang (Ef#35&) (“Mr. Wang”), aged 51,
director and chief executive officer of Kunshan QT China (an

is a

indirect wholly-owned subsidiary of the Company), he is primarily
responsible for operation and business management of Kunshan
QT China. Prior to joining the Group, Mr. Wang served as a
supervisor of the quality assurance department of SAE Magnetics
(REMBEFR),
October 1995 to September 1996, where he was primarily

a computer hardware manufacturer, from

responsible for product quality assurance. From August 1998 to
January 2005, he served as the sales assistant manager of the
Shenzhen office of Samsung Electro-Mechanics (H.K.) Limited
(ZEE® (F8) ARRE),

components, where he was primarily responsible for the sales of

a manufacturer of electronic

the electronic components. From February 2005 to April 2014 and
December 2005 to April 2014, respectively, Mr. Wang served as
the chief financial officer of Shenzhen CK and Heyuan CK where
he was primarily responsible for audit management and budgeting.
Mr. Wang was appointed as a Director of the Company since
5 May 2014 and was re-designated as an executive Director of
the Company since 13 November 2014 before his resignation
on 15 December 2020. Mr. Wang was also appointed as the
Chief Executive Officer of the Company since 8 July 2016 before
his resignation on 15 December 2020. Mr. Wang received his
bachelor’'s degree in engineering, majoring in fluid machinery and
engineering, from the Sichuan University of Science and Technology
(P9)1| TZE2B7)in June 1995. Mr. Wang is the step-brother of
Mr. He.

Mr. Wang is also a director of Kunshan QT Hong Kong, Q
Technology Korea Limited, QT International, Singapore QT, India
QT and Easytrade HK, and a director and the general manager
of QTech Optoelectronic, each of which is a subsidiary of the
Company.
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The Directors of the Company are pleased to present the annual
report and the audited consolidated financial statements of the
Group for the Year.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. Its
subsidiaries are principally engaged in the design, research and
development, manufacture and sales of mid-to-high end camera
modules and fingerprint recognition modules.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for
the past five accounting years are set out on pages 6 to 8 of this
annual report.

RESULTS

The results of the Group for the Year are set out in the
consolidated statement of profit or loss and other comprehensive
income on pages 187 to 189.

BUSINESS REVIEW

A review of the business of the Group during the Year and a
discussion on the Group’s future business development are
provided in the Chairman’s Statement on pages 9 to 23 of this
report. Description of possible risks and uncertainties that the
Group may be facing can be found in the Chairman’s Statement
on pages 9 to 23. Also, the financial risk management objectives
and policies of the Group and particulars of important events
affecting the Group that have occurred since the end of the Year
are provided in the Management Discussion and Analysis on
pages 24 to 37 of this annual report. An analysis of the Group’s
performance during the year using financial key performance
indicators is provided in the Group Five-year Financial Summary
on pages 6 to 8 of this annual report. In addition, discussions
on the Group’s environmental policies, relationships with its
stakeholders and compliance with relevant laws and regulations
which have a significant impact on the Group are contained in the
Chairman’s Statement, the Management Discussion and Analysis,
the Corporate Governance Report, the Environmental, Social
and Governance Report and this Directors’ Report on pages 9
to 23, pages 24 to 37, pages 84 to 115, pages 116 to 174, and
pages 46 to 83 respectively. These discussions form part of this
Directors’ Report.
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COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the Year, as far as the Board and management are aware,
there was no breach of or non-compliance with the applicable laws
and regulations by the Group that has a significant impact on the
businesses and operations of the Group.

RELATIONSHIP WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

The Group understands the importance of maintaining a good
relationship with its employees, customers and suppliers to meet
its immediate and long-term business goals. During the Year, there
were no material and significant dispute between the Group and its
employees, customers and suppliers.

FINAL DIVIDEND DISTRIBUTION

The Board recommended not to declare any final dividend for the
year ended 31 December 2022.

There was no arrangement under which a shareholder has waived
or agreed to waive any dividends for the Year.

For determining shareholders’ entitlement to attend the AGM, the
register of members of the Company will be closed from 15 May
2023 to 19 May 2023 (both days inclusive). All transfer documents
accompanied by the relevant share certificates must be lodged
with the Company’s branch share registrar in Hong Kong,
Computershare Hong Kong Investor Services Limited, at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wan Chai, Hong Kong not later than 4:30 p.m. on 12 May 2023.

MAJOR CUSTOMERS AND SUPPLIERS

For the Year, the trading between the Group and its major
customers and suppliers were as follows:
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The Group’s purchases from its largest supplier accounted for
approximately 18.0% (2021: approximately 14.3%) of the total
purchases of the Group whilst the Group’s five largest suppliers
accounted for approximately 56.9% (2021: approximately 52.7%)

of the total purchases of the Group.

The Group’s largest customer accounted for approximately
30.3% (2021:
Group whilst the Group’s five largest customers accounted for
approximately 76.7% (2021:
turnover of the Group.

approximately 37.0%) of the total turnover of the

approximately 87.1%) of the total

During the Year, none of the Directors, their respective close
associates (as defined in the Listing Rules) or any shareholders of
the Company (which, to the best knowledge of the Directors, own
more than 5% of the Company’s issued shares) had any beneficial
interest in any of the five largest suppliers or customers of the
Group.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment
of the Group during the Year are set out in note 10 to the
consolidated financial statements.

BORROWINGS

Particulars of borrowings of the Group as at 31 December 2022
are set out in note 23 to the consolidated financial statements of
the Company.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the Year are set out in note 31 to the consolidated financial
statements.

ISSUE OF SHARES AND DEBENTURES

Save as disclosed in this report, the Company did not issue any
shares or debentures during the Year.
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DISTRIBUTABLE RESERVES

Under the Companies Law of the Cayman lIslands, the share
premium of the Company is available for distribution to the
shareholders of the Company subject to the articles of association
of the Company (the “Articles of Association”). As at 31 December
2022, the aggregate amount of the Company’s reserves (including
share premium and retained profits) available for distribution
to the equity holders of the Company was approximately
RMB1,452,465,000 (2021: approximately RMB1,426,835,000).

DIRECTORS

The Directors of the Company during the Year and up to the date
of this report are:

Executive Directors

Mr. He Ningning (Chairman) N
Mr. Hu Sanmu
Mr. Fan Fugiang ™

Independent Non-executive Directors

Mr. Chu Chia-Hsiang M?
Mr. Ko Ping Keung NARM
Mr. Ng Sui Yin AfM

A member of audit committee of the Company

B member of remuneration committee of the Company

i member of risk management committee of the Company
Y member of nomination committee of the Company

In accordance with articles 84(1) and 84(2) of the Articles of
Association, Mr. He Ningning and Mr. Ko Ping Keung will retire by
rotation and being eligible, will offer themselves for re-election at
the AGM.

During the Year, no Director resigned from his/her office or refused
to stand for re-election to his/her office due to reasons relating to
the affairs of the Company.
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DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHICAL DETAILS

The biographical details of the Directors and senior management
are set out on pages 38 to 45 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of our Directors has entered a service contract with our
Company since their appointments, among which, Mr. He
Ningning, Mr. Hu Sanmu, Mr. Chu Chia-Hsiang, Mr. Ko Ping Keung
and Mr. Ng Sui Yin has renewed their service contracts with the
Company for a term of three years on 25 May 2020, while Mr. Fan
Fugiang has entered a service contract with the Company for a
term of three years on 15 December 2020. The Company intends
to renew the service contract with the Directors after the AGM held
in May 2023.

None of the Directors being proposed for re-election at the AGM
has a service contract with the Company or any of its subsidiaries,
which is not determinable by the Company within one year without
payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN TRANSACTION,
ARRANGEMENT OR CONTRACTS OF
SIGNIFICANCE

Save as disclosed in the section headed “Connected Transactions
and Continuing Connected Transactions” below, no transaction,
arrangement or contract of significance to which the Company, its
holding company, its controlling shareholder or subsidiaries was
a party and in which a Director had a material interest, whether
directly or indirectly, subsisted at the end of the Year or at any time
during the Year.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2022, the interests of the Directors or chief
executive of the Company in the shares, underlying shares (in
relation to the positions held pursuant to equity derivatives) and
debentures of the Company and its associated corporations (within
the meaning of Part XV of the Securities and Future Ordinance,
Chapter 571 of the Laws of Hong Kong (the “SFO”)) which were
required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO as recorded
in the register required to be maintained by the Company pursuant
to section 352 of the SFO; or otherwise to be notified to the
Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 to the Listing Rules, were as
follows:

(a) Interest in the Shares of the Company
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Approximate

Number of percentage

Name of Directors/ Capacity/ issued of the issued

Chief Executive Nature of interest Shares held Position held Shares

(Note 2)

B =8 FRiEZ B 817 WEERT

THABYS Bip/ #altE RHBEE HE RIBESLE

(Hrzt2)

He Ningning Interest of a controlled 752,491,000 Long position 63.53%
fa] B8 &8 corporation (Note 1) WA

RELEER (Hizt1)

He Ningning Beneficial owner 1,180,000 Long position 0.10%
]2 BaEBA )

Hu Sanmu Beneficial owner 2,995,000 Long position 0.25%
H=A BalEBA S0}
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Approximate

Number of percentage
Name of Directors/ Capacity/ issued of the issued
Chief Executive Nature of interest Shares held Position held Shares
(Note 2)
BEx B PRz B 817 HEFBERIT
THABYHS B3/ #mltE RHBEE HE RipBEDE
(His22)
Ko Ping Keung Beneficial owner 200,000 Long position 0.02%
ER® BaEBA wa
Fan Fugiang Beneficial owner 2,635,000 Long position 0.22%
PERE BREAA wa
Notes: et
1. Mr. He Ningning, an executive Director and the chairman of 1., EEERTESHRIFMNEEL

the Board, is the sole beneficial owner of QT Investment which

owned approximately 63.53% of the issued Shares of the
Company as at 31 December 2022. Under Chapter XV of the
SFO, Mr. He Ningning is deemed to be interested in the Shares

held by QT Investment.

2. The percentage represents the number of Shares divided by 2.

1,184,538,475 issued Shares of the Company in total as at 31

December 2022.
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(b) Interest in Underlying Shares
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(b) MAERARRID 2

Approximately
percentage of
the underlying
Shares over
the Company’s

Number of issued
underlying Shares M2
Shares in (assuming
respect of that the share
Name of Directors/ Capacity/ the share options are
Chief Executive Nature of interest options granted Position held exercised in full)
MR
EARAFE
2817k 2
HREEH BABIL
B /2 R IERY (e 12
THABHS Bip/ #mtE HEROHE KA E2HTH)
Hu Sanmu Beneficial owner 189,000 Long position 0.02%
H=A BmEBA (Note 1&3) @A
(Ba#1%3)
Fan Fugiang Beneficial owner 189,000 Long position 0.02%
BER Bm#EBA (Note 1&4) @A
(BaF1%4)
Notes: Kiaz .
1. Details of the above share options have been disclosed in the 1., LHMEREZEFEENR T ER

following sections headed “Share Option Scheme” and note 29 to

the consolidated financial statements of the Company.

2. The percentage represents the number of underlying Shares divided 2.

by 1,184,538,475 issued Shares of the Company in total as at 31

December 2022.

3. 189,000 Share Options 2020 granted to Mr. Hu will be cancelled S

in the year 2023 due to performance conditions related to certain

revenue growth target were not met during the Year.

4. 189,000 Share Options 2020 granted to Mr. Fan will be cancelled 4.

in the year 2023 due to performance conditions related to certain

revenue growth target were not met during the Year.

EEtE I EHRERE
RS EE20H B8 ©
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ZEADEEA RS AERR
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1,184,538,4750% ©

HAFERETEXVAERER
ERARYRIBIR M RAEZERL > SRS E
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(c) Interest in Associated Corporation

(c) MHEBERZ

Approximate
percentage of

the issued

Number of shares in

Name of Directors/ Name of associated Capacity/Nature issued shares associated

Chief Executive corporation of interest held corporation

WERECEE

FriFZ B 217 E2&1TkH

B TEBTRABHE  AEEESTE S/ HEEHE R &R BAL

He Ningning QT Investment Beneficial owner 100%

FIEE EHKE BEREBA 100%
Other than as disclosed above, as at 31 December 2022, none of PR EXFIBEEIN R _E__F+—

the Directors nor chief executive of the Company had any interests
or short positions in any shares, and underlying shares (in respect
of positions pursuant to equity derivatives) or debentures of the
Company or any of its associated corporations (within the meaning
of Part XV of the SFO) which were required to be notified to the
Company and the Stock Exchange or as recorded in the register
referred to in the SFO or which were required to be notified to the
Company and the Stock Exchange pursuant to the Model Code.

SHAREHOLDERS’ INTERESTS IN CONTRACT
OF SIGNIFICANCE

Save as disclosed in the sections headed “Connected
Transactions and Continuing Connected Transactions”, no
contracts of significance to which the Company or any of its
subsidiaries was a party and in which a Shareholder had a material
interest, whether directly or indirectly, subsisted at the end of the
Year or at any time during the Year.
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DISCLOSURE OF INTERESTS OF
SUBSTANTIAL SHAREHOLDERS

As at 31 December 2022, so far as the Directors were aware
of, the following persons (other than the Directors and chief
executives of the Company) had interests or short positions in the
Shares or underlying Shares (in respect of positions pursuant to
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FTERREDKE

RIB-__F+"RA=+—HB M*2
BEEMM FIAL BRERBES

ETBAEN RERMHBRERKRNG
(EBRERATEILAMFTENFAR

equity derivatives) as recorded in the register required to be kept = AEREA) P B L8 F M H & X A
by the Company under section 336 of the SFO as follows: FEIEHMERANGBHFEENELMARZ
@I XBWT !
Approximate
percentage of
total issued
Shares in the
Capacity/ Number of Company
Name of Shareholder Long/short position Nature of interest Shares held (Note 1)
ESEE ¥ VNG
B#1TkG
HYEIL
R R 18 e %R 51/ #miER FriFRH & E (MizE1)
QT Investment Long position Beneficial owner 752,491,000 63.53%
E#REE S0} BmEAA (Note 2)
(Hizt2)
Note: Hiat .

1. The percentage represents the number of underlying Shares divided
by 1,184,538,475 issued Shares of the Company in total as at 31
December 2022.

2. Mr. He Ningning is directly interested in the entire interest of Q
Technology Investment, which owned approximately 63.53% of the

issued Shares of the Company in total as at 31 December 2022.

Save as disclosed herein, the Company has not been notified of
any other person (other than a Director or a chief executive of the
Company) who had an interest or a short position in the Shares
and underlying Shares (in respect of positions pursuant to equity
derivatives) as recorded in the register required to be kept by the
Company pursuant to section 336 of the SFO as at 31 December
2022.

1. ZEEDLIEHAEHENERRMNEE
BMURABDN _E__F+_-_B=+—
HR B 21T 42801,184,538,4758% °

2. WMEBRRLTEERBEEORRELE
moMERKRERERAEAATNR T
F+ZRA=+—HEZTROHBHENY
63.53% °
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ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

Other than the schemes disclosed in the section headed “Share
Option Schemes” below, at no time during the Year was the
Company or any of its subsidiaries a party to any arrangements
to enable the Directors to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any
other body corporate.

MANAGEMENT CONTRACT

No contract concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the Year.

PERMITTED INDEMNITY PROVISION

The Articles of Association provide that each Director, secretary
or other officer of the Company shall be indemnified and secured
harmless out of the assets and profits of the Company from and
against all actions, costs, charges, losses, damages and expenses
which any of them may incur or sustain in or about the execution
of the duties in their respective offices. The Company has taken
out and maintained appropriate insurance to cover potential legal
actions against its Directors.

Save as disclosed in this report, the Company has not come into
any permitted indemnity provision with the Directors.

EQUITY-LINKED AGREEMENTS

No equity-linked agreements were entered into by the Group or
existed during the Year.

DONATIONS

During the Year, the Group had made charitable donations of
approximately RMB120,000.
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EVENTS AFTER THE REPORTING YEAR

Saved as disclosed in the Management Discussion and Analysis
on pages 24 to 37 and above, there were no other important
events affecting the Group that had occurred after 31 December
2022 and up to the date of this report.

REMUNERATION OF DIRECTORS AND FIVE
INDIVIDUALS WITH HIGHEST EMOLUMENTS

Details of the emoluments of the Directors and the five individuals
with the highest emoluments for the Year are set out in notes 6
and 7 to the consolidated financial statements, respectively.

UPDATE ON THE DIRECTORS INFORMATION
UNDER RULE 13.51B(1) OF THE LISTING
RULES

There were no important changes in the information of Directors
required to be disclosed in this report pursuant to Rule 13.51B(1)
of the Listing Rules.

SHARE OPTION SCHEMES

On 13 November 2014, the Company adopted the pre-IPO
share option scheme (the “Pre-IPO Share Option Scheme”) and
Share Option Scheme and granted a total of 59,935,000 share
options under the Pre-IPO Share Option Scheme to the eligible
participants with an aim to reward their contribution to the Group
made or possibly made. None of the share options was exercised
or lapsed under the Pre-IPO Share Option Scheme during the Year.
As at the date of this report, none of share options granted under
the Pre-IPO Share Option Scheme remained outstanding, and the
Pre-IPO Share Option Scheme had lapsed accordingly.
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The Company also granted an aggregate of 89,561,600
share options under the Share Option Scheme to the eligible
participants: () on 26 October 2016, the Company granted an
aggregate of 39,425,000 share options (the “Share Options 2016”)
to 165 eligible participants; (i) on 9 June 2017, the Company
granted a total of 8,083,000 share options (the “Share Options
2017”) to 48 eligible participants; (i) on 7 December 2018, the
Company granted a total of 12,720,000 Share Options 2018 to 83
eligible participants; (iv) on 21 June 2019, the Company granted a
total of 11,454,000 Share Options 2019 to 68 eligible participants;
and (v) on 16 September 2020, the Company granted a total
of 17,879,600 Share Options 2020 to 119 eligible participants.
During the Year, none of the Share Options 2016 and Share
Options 2017 were outstanding. During the Year, details of the
outstanding share options under the Share Option Scheme are set
out below:

Share Option Scheme
1. Purpose of the Share Option Scheme:

The Share Option Scheme is established to recognise and
acknowledge the contributions that the Eligible Participants
(as defined in paragraph 2 below) had or may have made
to the Group. The Share Option Scheme will provide the
Eligible Participants with an opportunity to have a personal
stake in the Company with a view to achieving the following
objectives:

()  motivate the Eligible Participants to optimise their
performance efficiency for the benefit of the Group; and

(i) attract and retain or otherwise maintain an on-going
business relationship with the Eligible Participants whose
contributions are or will be beneficial to the long-term
growth of the Group.
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Participants of the Share Option Scheme:

The Board may, at its discretion, offer to grant an option to
the following persons (collectively the “Eligible Participants”)
to subscribe for such number of new Shares as the Board
may determine:

() any full-time or part-time employees, executives or
officers of the Company or any of its subsidiaries;

(i) any directors (including independent non-executive
directors) of the Company or any of its subsidiaries; and

(i) any advisers, consultants, suppliers, customers,
distributors and such other persons who in the sole
opinion of the Board will contribute or have contributed
to the Company or any of its subsidiaries.

Total number of Shares available for issue under the Share
Option Scheme and percentage of the total number of issued
Shares as at the date of this report:

At the annual general meeting of the Company held on
19 May 2017, an ordinary resolution was passed by the
Shareholders to approve the refreshment of the maximum
number of Shares that may be issued upon the exercise
of all options which may be granted under the Share
Option Scheme and any other share option schemes of
the Company to not exceeding 10% of the total number of
Shares in issue of the Company as at the date of approval
by the Shareholders of the refreshed limit. On the date of
approving such ordinary resolution (i.e. on 19 May 2017),
the total number of Shares in issue of the Company was
1,095,597,000 shares, therefore, the maximum number of
Shares relating to the options that may be granted under
the Share Option Scheme and any other share option
schemes of the Company were refreshed to 109,559,700
Shares, representing approximately 9.25% of total number of
1,184,538,475 Shares in issue on the date of this report (i.e.
on 24 March 2023). As at 1 January 2022 and 31 December
2022, the number of options available for grant by the
Company under the scheme mandate was 75,481,200 and
78,017,130 respectively.
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Maximum entitlement of each participant under the Share
Option Scheme:

The maximum number of Shares issued and which may fall
to be issued upon exercise of the options granted under the
Share Option Scheme and any other share option schemes
of the Company (including exercised and outstanding options)
to each Eligible Participant in any 12-month period up to the
date of grant shall not exceed 1% of the Shares in issue of
the Company as at the date of grant. Any further grant of
options in excess of this 1% limit shall be subject to:

() the issue of a circular containing the identity of the
Eligible Participant, the numbers of and terms of the
options to be granted (and options previously granted
to such Eligible Participant), the information as required
under Rules 17.02(2)(d) of and the disclaimer required
under 17.02(4) of, the Listing Rules; and

(i) the approval of the Shareholders in general meeting
and/or other requirements prescribed under the Listing
Rules from time to time with such Eligible Participant
and his/her close associates (as defined in the Listing
Rules) (or his/her associates if the Eligible Participant
is a connected person (as defined in the Listing Rules))
abstaining from voting.

The period within which the options must be exercised under
Share Option Scheme to subscribe for Shares:

An option may be exercised in accordance with the terms of
the Share Option Scheme at any time in the period after the
date upon which the option is deemed to be granted and
accepted and prior to the expiry of 10 years from that date
subject to the provisions for early termination set out in the
Share Option Scheme.
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The minimum period for which an option must be held before
it can be exercised:

There is no minimum period for which an option granted must
be held before it can be exercised unless otherwise imposed
by the Directors.

The amount payable on application or acceptance of the
option and the period within which payments or calls must or
may be made, or loans for such purposes must be repaid:

Options granted must be taken up by eligible participants
within 21 days of the date of grant, upon payment of HK$1.

The basis of determining the exercise price:

The exercise price is determined by the Board but shall not
be less than the highest of: (i) the official closing price of the
Shares as stated in the Stock Exchange’s daily quotation
sheet on the date of grant, which must be a day on which
the Stock Exchange is open for the business of dealing in
securities; (i) the average of the official closing prices of the
Shares as stated in the Stock Exchange’s daily quotation
sheets for the five business days immediately preceding the
date of grant; and (i) the nominal value of a Share.

The remaining life of the Share Option Scheme:

The Share Option Scheme remains in force for a period of 10
years commenced from 13 November 2014.
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10. The total number of the Share Options 2018:

11.

On 7 December 2018 the Company granted a total of
12,720,000 share options (representing approximately 1.12%
of the 1,131,722,200 shares of the total number of issued
Shares on the date of grant of the relevant share options
(i.e. on 7 December 2018) and approximately 1.07% of the
1,184,538,475 shares of the total number of issued Shares
as at the date of this report (i.e. on 24 March 2023)) under
the Share Option Scheme to 83 Eligible Participants. During
the Year, the Company has accepted the applications from
61 grantees to issue a total of 2,543,715 ordinary shares to
these grantees. A total of 27,585 and 252,000 Share Options
2018 were cancelled or lapsed respectively as a result of
the personal performance of 9 staff and the non-exercise of
options within the exercise period of 3 staff during the Year.
As at 31 December 2022, none of the Share Options 2018
were outstanding.

The period within which the Share Options 2018 must be
exercised to subscribe for Shares and the performance
targets:

The options granted are exercisable within the period as
notified by the Board to each grantee and in accordance with
the following manner:

(i)  upon, among others, the Revenue of the Company for
the year ending 31 December 2019 increases by not
less than 20% as compared with the Revenue for the
year ended 31 December 2018, up to 40% of the share
options granted (rounded down to the nearest whole
number) shall be exercisable during the period from 1
April 2020 to 31 December 2020 (both days inclusive),
and the performance evaluation result of the grantee in
2019 shall not be Grade D or below;
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(i)

upon, among others, the Revenue for the year ending
31 December 2020 recording compound annual growth
rate of not less than 20% from the Revenue for the
year ended 31 December 2018, up to 30% of the share
options granted (rounded down to the nearest whole
number) shall be exercisable during the period from 1
April 2021 to 31 December 2021 (both days inclusive),
and the performance evaluation result of the grantee in
2020 shall not be Grade D or below; and

upon, among others, the Revenue for the year ending
31 December 2021 recording compound annual growth
rate of not less than 20% from the Revenue for the
year ended 31 December 2018, up to 30% of the share
options granted (rounded down to the nearest whole
number) shall be exercisable during the period from 1
April 2022 to 31 December 2022 (both days inclusive),
and the performance evaluation result of the grantee in
2021 shall not be Grade D or below.

(if)
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12. The basis of determining the exercise price of the Share 12. —E— \EHEREITHEENET
Options 2018: %

The exercise price per Share in respect of the Share Options
2018 is HK$4.65 per Share.
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13. The total number of the Share Options 2019:

On 21 June 2019,
11,454,000 share options (representing approximately 1.0%
of the total number of 1,141,905,400 issued Shares on
the date of grant of the relevant share options (i.e. on 21
June 2019) and approximately 0.97% of the total number of
1,184,538,475 issued Shares as at the date of this report
(i.e. on 24 March 2023)) under the Share Option Scheme to
68 Eligible Participants. During the Year, the Company has

the Company granted a total of

accepted the applications from 2 grantees to issue a total of
9,000 ordinary shares to these grantees. A total of 429,000,
25,770 and 1,008,930 Share Options 2019 were lapsed or
cancelled respectively as a result of the resignations of 4 staff,
the personal performance of 5 staff and the non-exercise of
options within the exercise period of 34 staff during the Year.
As at 31 December 2022, a total of 1,084,100 Share Options
2019 were outstanding. A total of 1,034,100 Share Options
2019 (not excluded the number of share options lapsed due
to the resignations of employees from 1 January 2023 to the
date of this report) will be cancelled in the year 2023 due to
performance conditions related to certain revenue growth
target were not met during the Year.
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14. The period within which the Share Options 2019 must be
exercised to subscribe for Shares and the performance
targets:

The options granted are exercisable within the period as

notified by the Board to each grantee and in accordance with

the following manner:

(i)

upon, among others, the Revenue of the Company for
the year ended 31 December 2020 recording compound
annual growth rate of not less than 15% from the
Revenue for the year ended 31 December 2019, up to
40% of the share options granted (rounded down to the
nearest whole number) shall be exercisable during the
period from 1 April 2021 to 31 December 2021 (both
days inclusive), and the performance evaluation result of
the grantee in 2020 shall not be Grade D or below;

upon, among others, the Revenue for the year ending
31 December 2021 recording compound annual growth
rate of not less than 15% from the Revenue for the
year ended 31 December 2019, up to 30% of the share
options granted (rounded down to the nearest whole
number) shall be exercisable during the period from 1
April 2022 to 31 December 2022 (both days inclusive),
and the performance evaluation result of the grantee in
2021 shall not be Grade D or below; and
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15.

16.

(iii) upon, among others, the Revenue for the year ending
31 December 2022 recording compound annual growth
rate of not less than 15% from the Revenue for the
year ended 31 December 2019, up to 30% of the share
options granted (rounded down to the nearest whole
number) shall be exercisable during the period from 1
April 2023 to 31 December 2023 (both days inclusive),
and the performance evaluation result of the grantee in
2022 shall not be Grade D or below.

Basis of determining the exercise price of the Share Options
2019:

The exercise price per Share in respect of the Share Options
2019 is HK$6.02 per Share.

The total number of the Share Options 2020:

On 16 September 2020, the Company granted a total of
17,879,600 share options (representing approximately
1.53% of the total number of 1,172,250,680 issued Shares
on the date of grant of the relevant share options (i.e. on
16 September 2020) and approximately 1.51% of the total
number of 1,184,538,475 issued Shares as at the date of
this report (i.e. on 24 March 2023)) under the Share Option
Scheme to 119 Eligible Participants (including two executive
Directors, Mr. Hu Sanmu and Mr. Fan Fugiang). During the
Year, none of the Share Options 2020 were exercised. A
total of 846,000 Share Options 2020 were lapsed as a result
of the resignations of 14 staff during the Year. A total of
5,229,320 Share Options 2020 were cancelled during the
Year due to performance conditions related to certain revenue
growth target were not met during the year 2021. As at 31
December 2022, a total of 5,264,520 Share Options 2020
were outstanding. A total of 4,269,720 Share Options 2020
(not excluded the number of share options lapsed due to
the resignations of employees from 1 January 2023 to the
date of this report) will be cancelled in the year 2023 due to
performance conditions related to certain revenue growth
target were not met during the Year.
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17. The period within which the Share Options 2020 must be
exercised to subscribe for Shares and the performance
targets:

The options granted are exercisable within the period as
notified by the Board to each grantee and in accordance with
the following manner:

(1) Share Options One:

()  upon, among others, the Revenue of the Company
for the year ended 31 December 2020 recording
compound annual growth rate of not less than 25%
from the Revenue for the year ended 31 December
2019, up to 40% of the share options granted shall
be exercisable during the period from 1 April 2021
to 31 December 2021 (both days inclusive);

(i) upon, among others, the Revenue for the year
ending 31 December 2021 recording compound
annual growth rate of not less than 25% from the
Revenue for the year ended 31 December 2019,
up to 30% of the share options granted shall be
exercisable during the period from 1 April 2022 to
31 December 2022 (both days inclusive); and

17,
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(i) upon, among others, the Revenue for the year
ending 31 December 2022 recording compound
annual growth rate of not less than 25% from the
Revenue for the year ended 31 December 2019,
up to 30% of the share options granted shall be
exercisable during the period from 1 April 2023 to
31 December 2023 (both days inclusive).

In addition, the performance evaluation result of the
grantee in the fiscal year prior to each exercise period
shall not be Grade D, otherwise the Company may
cancel all the share options exercisable during the
exercise period. The Company may partially cancel the
share options exercisable during the exercise period
if the grantee’'s performance evaluation result in the
previous fiscal year is Grade B or C.

Share Options Two:

() upon, among others, the Revenue of the Company
for the year ended 31 December 2021 recording
compound annual growth rate of not less than 20%
from the Revenue for the year ended 31 December
2020, up to 40% of the share options granted shall
be exercisable during the period from 1 April 2022
to 31 December 2022 (both days inclusive);
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(i

(i)

upon, among others, the Revenue for the year
ending 31 December 2022 recording compound
annual growth rate of not less than 20% from the
Revenue for the year ended 31 December 2020,
up to 30% of the share options granted shall be
exercisable during the period from 1 April 2023 to
31 December 2023 (both days inclusive); and

upon, among others, the Revenue for the year
ending 31 December 2023 recording compound
annual growth rate of not less than 20% from the
Revenue for the year ended 31 December 2020,
up to 30% of the share options granted shall be
exercisable during the period from 1 April 2024 to
31 December 2024 (both days inclusive).

In addition, the performance evaluation result of the

grantee in the fiscal year prior to each exercise period

shall not be Grade D, otherwise the Company may

cancel all the share options exercisable during the

exercise period. The Company may partially cancel the
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share options exercisable during the exercise period
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18. Basis of determining the exercise price of the Share Options 18
2020:
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The exercise price per Share in respect of the Share Options
2020 is HK$9.22 per Share.
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Details of changes during the Year in share options granted under RIEE KA AR EEKRERNER
the Share Option Scheme are as follows: ZEHEFEBWT -

Number of underlying Shares comprising share options

HRIES R ERENYE
Options Options
Outstanding Lapsed/ Outstanding
asat Granted Exercised Cancelled Forfeited asat
1 January during during during during 31 December
Category Date of grant Exercise period 2022 the Year the Year the Year the Year 2022
i St St 2
-B-R +ZR=1+-H
HATTEN BER BRI
Loy iR {1 ke FEREL RERFE REREE x5/ %% R
Directors
g2
Hu Sanmu 16 September 2020 please refer to the paragraph under “The period 378,000 - - (189,000y¢2 - 189,000/

within which the Share Options 2020 must
be exercised to subscribe for Shares: (1)
Share Options One” on pages 67 to

#H=k ZECZFAATAR ESRBOTE00E DS ERRENDRR 378,000 - - (189,000)7 - 189,007
TSR (1) BRE—1&E

Fan Fugiang 16 September 2020 please refer to the paragraph under “The period 378,000 - - (189,000y¢¢ - 189,000%%5
within which the Share Options 2020 must
be exercised to subscribe for Shares: (1)
Share Options One” on pages 67 to 68

R Z22EFAATRA FERFOIE0E RS ERRRENDER 378,000 - - (189,000)45 - 189,000
fiTEsR: (1) BRE- 8%

Directors (in total) 756,000 - - (378,000) = 378,000
EZ (f3) 756,000 - - (378,000) - 378,000
Employees 7 December 2018 please refer to the paragraph under “The period 2,823,300 - (2,543,718) Ao 1 (27,585) (252,000 -

within which the Share Options 2018 must
be exercised to subscribe for Shares” on

pages 62 to 63

&8 “2-)\E+CAtR F2HB60260E 3\ EBRENDRR 2,823,300 - (2,543, 71521 (27,589) (252,000 -
T ERIERE

Employees 21 June 2019 please refer to the paragraph under “The period 2,506,800 - (9,000) A2 (25,770) 1,437,930/ 1,034,100%¢¢

within which the Share Options 2019 must
be exercised to subscribe for Shares” on

pages 65 to 66

B8 ZZ-nE/AZH-A FERESZ60E— BN ERRENDER 2,506,800 - 9,000y (25,770) (1,437,980f%¢ 1,034,1007
RFARISE

Employees Share Options One 16 September 2020 please refer to the paragraph under “The period 6,177,840 - - 3,088,920y (192,000) 2,896,920

within which the Share Options 2020 must
be exercised to subscrive for Shares: (1)
Share Options One” on pages 67 to 68

28 BRE-) Z222EARTA ESREOTE0EC S-S ERRENDER 6,177,840 - - (3,088,920 (192,000) 2,896, 9207
fTEER: (1) BRE— &%
Employees Share Options Two 16 September 2020 please refer to the paragraph under “The period 4,406,000 - - (1,762,400) ¢ (654,000) 1,989,600%¢6

within which the Share Options 2020 must
be exercised to subscrive for Shares: (2)
Share Options Two™ on pages 68 to 69
B8 BRED Z222EARTRA ESRE0E00EC S-S ERRRENDER 4,406,000 - - (1,762,400 (854,000) 1,989,600
TSR (2) BREZ &R

Employees (in total - 15,913,940 - (2.552,715) (4,904,675) (2,535,930) 5920620
B (&3t) 15,913,940 - (2,552,715) (4,904,675) (2,535,930) 5,920,620
Total - 16,669,940 - (2,552,715) (5,282,675) (2,535,90) 6,298,620
it 16,669,940 - (2,552,715) (5,282,675 (2,535,930) 6,298,620
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Notes:

On 4 April 2022, a total of 2,543,715 share options were exercised
by the employees. The exercisable price per Share was HK$4.65.
The closing market price of the preceding business day immediately
before the date on which the share options were exercised was
HK$6.10 per Share.

On 4 April 2022, a total of 9,000 share options were exercised by
the employees. The exercisable price per Share was HK$6.02. The
closing market price of the preceding business day immediately
before the date on which the share options were exercised was
HK$6.10 per Share.

On 31 December 2022, a total of 252,000 Share Options 2018 were
lapsed due to the non-exercise of options within the exercise period
of 3 employees during the Year.

On 31 December 2022, a total of 1,008,930 Share Options 2019
were lapsed due to the non-exercise of options within the exercise
period of 34 employees during the Year. A total of 1,034,100 Share
Options 2019 (not excluded the number of share options lapsed due
to the resignations of employees from 1 January 2023 to the date
of this report) will be cancelled in the year 2023 due to performance
conditions related to certain revenue growth target were not met
during the Year.

A total of 189,000, 189,000 and 3,088,920 Share Options One 2020
granted to Mr. Hu, Mr. Fan and the employees were cancelled in the
Year respectively due to performance conditions related to certain
revenue growth targets of 2021 were not met. A total of 189,000,
189,000 and 2,896,920 Share Options One 2020 (not excluded the
number of share options lapsed due to the resignations of employees
from 1 January 2023 to the date of this report) granted to Mr. Hu, Mr.
Fan and the employees will be cancelled in the year 2023 respectively
due to performance conditions related to certain revenue growth
targets of the Year were not met.
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6. A total of 1,762,400 Share Options Two 2020 granted to the
employees were cancelled in the Year due to performance conditions
related to certain revenue growth targets of 2021 were not met. A
total of 994,800 Share Options Two 2020 (not excluded the number
of share options lapsed due to the resignations of employees from 1
January 2023 to the date of this report) granted to the employees will
be cancelled in the year 2023 due to performance conditions related
to certain revenue growth targets of the Year were not met.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

During the Year, saved as disclosed in the section Management
Discussion and Analysis, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s
listed securities.

AUDIT COMMITTEE

The Company has established an Audit Committee in accordance
with the code provisions of the Corporate Governance Code as set
out in Appendix 14 to the Listing Rules. The annual results of the
Group for the Year have been reviewed by the Audit Committee
which comprises all the three INEDs, namely Mr. Ng Sui Yin, being
the chairman, Mr. Ko Ping Keung and Mr. Chu Chia-Hsiang.

CONNECTED TRANSACTIONS AND
CONTINUING CONNECTED TRANSACTIONS

During the Year, certain related party transactions as set out in
note 34 to the consolidated financial statements also constituted
connected transactions or continuing connected transactions
for the Company under the Listing Rules, and are required to be
disclosed in this report in accordance with Chapter 14A of the
Listing Rules. Save as disclosed in this report, none of the related
party transactions constitutes a continuing connected transaction
or connected transaction as defined under the Listing Rules. The
disclosure of those certain related party transactions has complied
with the disclosure requirements in accordance with Chapter 14A
of the Listing Rules.
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Connected Transactions

During the Year, the Group has certain connected transactions
which were exempted from the circular and independent
Shareholders’ approval requirements, but subject to the reporting,
annual review and announcement requirements under Chapter
14A of the Listing Rules. The details of those transactions are set
out below:

Property lease agreements entered into by QT Biological
Recognition, an indirect wholly-owned subsidiary of the
Company and Van Telecom Limited (“Van Telecom PRC”)

QT Biological Recognition, an indirect wholly-owned subsidiary of
the Company entered into a property lease agreement (the “New
Van Telecom PRC Property Lease Agreement”) with Van Telecom
PRC on 27 November 2020, pursuant to which, Van Telecom
PRC agreed to lease certain factory buildings and worker’s
dormitories situated on No. 1999 Hanpu Road and Building No.
3, 1999 Hanpu Road, Kunshan, Jiangsu Province, the PRC (1
Bl L & & B LU T B A B8 199958 K # T BE 199958 2 358 B) to QT
Biological Recognition for a term from 1 December 2020 to 31
December 2022. On 8 November 2022, QT Biological Recognition
entered into a property lease agreement with Van Telecom PRC
to renew the aforesaid lease for a term from 1 January 2023 to
31 December 2025. Please refer to the announcement of the
Company dated 27 November 2020 and 8 November 2022 for
details.
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The property leased by Van Telecom PRC to QT Biological
Recognition is its own property, the rent under the New Van
Telecom PRC Property Lease Agreement and the renewed
agreement paid by QT Biological Recognition to Van Telecom
PRC was determined with reference to the market rent for similar
premises in the vicinity and on normal commercial terms, and such
prices offered by Van Telecom PRC shall be no less favourable to
QT Biological Recognition than is available from independent third
parties.

Van Telecom PRC is wholly-owned by CK Telecom, which is in
turn wholly-owned by Mr. He. As such, Van Telecom PRC is a
connected person of the Company for the purpose of the Listing
Rules.

For the year ended 31 December 2022, the total amounts of
rent and management fees in aggregate under the transactions
of the New Van Telecom PRC Property Lease Agreement was
approximately RMB7,336,000 and the maximum amounts
of rent and management fees in aggregate for the Year was
RMB7,986,000.

Property lease agreements entered into by Shenzhen Q
Technology Limited (“Shenzhen QT’), an indirect wholly-
owned subsidiary of the Company and Shenzhen Xike Dexin
Telecom Equipment Co., Ltd. (“Shenzhen CK”)

On 31 May 2021,
subsidiary of the Company, entered into a lease agreement with

Shenzhen QT, an indirect wholly-owned

Shenzhen CK (the “Shenzhen CK Property Lease Agreement”),
pursuant to which Shenzhen CK will lease an office building
located at Area D, Room 902, Building 4C Software Industrial
Base, Keyuan Road, Hi-tech Park, Nanshan District, Shenzhen
City, Guangdong Province (the “Leased Property”) to Shenzhen
QT for a term commencing from 1 June 2021 and ending on
31 December 2023. Please refer to the announcement of the
Company dated 31 May 2021 for details.
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The terms of the Shenzhen CK Property Lease Agreement were
negotiated and agreed between the parties on an arm’s length
basis and were entered into on normal commercial terms. The
monthly rent was agreed between the parties after considering,
among other things, the total gross floor area of the Leased
Property and the specific cost per sg.m., and considering the
prevailing market rent of other properties in the vicinity which is
comparable to the Leased Property.

Shenzhen CK is owned as to 90% by Mr. He. Accordingly,
Shenzhen CK is a connected person of the Company under the
Listing Rules.

For the year ended 31 December 2022, the total amounts of
rent in aggregate under the transactions of the Shenzhen CK
Property Lease Agreement was approximately RMB408,000 and
the maximum amounts of rent in aggregate for the Year was
RMB408,240.

Continuing Connected Transactions

During the Year, the Group has certain continuing connected
transactions which were exempted from the circular and
independent Shareholders’ approval requirements, but subject
to the reporting, annual review and announcement requirements
under Chapter 14A of the Listing Rules. The details of those
transactions are set out below:

Supply agreement in respect of the supply of camera modules
and fingerprint recognition modules to CK Telecom Limited
(“Heyuan CK”)

On 31 May 2021, the Company and Heyuan CK entered into a
supply agreement (the “Heyuan CK Supply Agreement”), pursuant
to which the Group agreed to supply the camera modules and
fingerprint recognition modules to Heyuan CK for the production
of its products for the three years from 1 January 2021 to 31
December 2023. For details, please refer to the announcement of
the Company dated 31 May 2021.
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The price for the camera modules and fingerprint recognition
modules supplied by the Group under the Heyuan CK Supply
Agreement was determined by reference to the raw material costs
and production costs to be incurred by the Group and the profit
margin, which is expected to be comparable with the level of
profits derived from the Group’s sales to independent customers,
subject to adjustments arising from the expected quantity, quality,
delivery schedule, specifications and market competition.

Heyuan CK is wholly owned by CK Telecom which is in turn wholly
owned by Mr. He. As such, Heyuan CK is a connected person of
the Company for the purpose of the Listing Rules.

For the year ended 31 December 2022, the total transaction
amount under the Heyuan CK Supply Agreement was
approximately RMB92,000 and the annual cap amount for the Year
was RMB20,000,000.

Purchase agreement in respect of the purchase of voice coil
motors, linear motors, bi-directional VCM (“VCM, LM, bi-
directional VCM”) and other electronic components from
Heyuan Youhua Micro Electronic Technology Company
Limited (“Heyuan Youhua”)

On 31 May 2021, the Company and Heyuan Youhua entered into a
purchase agreement (the “Heyuan Youhua Purchase Agreement”),
pursuant to which Heyuan Youhua agreed to supply the VCM, LM
and bi-directional VCM to the Group for the three years from 1
January 2021 to 31 December 2023. For details, please refer to
the announcement of the Company dated 31 May 2021.
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The price for the VCM, LM, bi-directional VCM and other
electronic components supplied by Heyuan Youhua under the
Heyuan Youhua Purchase Agreement was determined with
reference to the price at which comparable types of VCM, LM,
bi-directional VCM and other electronic components are sold to
the Group by independent suppliers under normal commercial
terms in the ordinary course of business, and such price shall
be no less favourable to the Group than that were available
from independent suppliers. In considering whether to purchase
from Heyuan Youhua, the Group sought quotations from at least
two independent third parties offering the same or comparable
products. The Group purchased the VCM, LM, bi-directional VCM
and other electronic components from Heyuan Youhua if the price
and quality of the products offered was comparable to or more
favourable to the Group than those offered by such independent
third parties for the same or comparable products.

Heyuan Youhua is owned as to (i) approximately 0.25% and
approximately 0.99% by Mr. Hu Sanmu and Mr. Fan Fugiang
respectively, both are executive Directors of the Company; (ii)
approximately 66.11% by Westalgo (Great China) Inc., a wholly-
owned subsidiary of QT Investment, the controlling shareholder
of the Company, which in turn is wholly-owned by Mr. He; and (iii)
approximately 18.01% by Shenzhen Handi Venture Capital Co. Ltd.
(RN EBRIZKE AR AR (“Shenzhen Handi”), the wholly-
owned subsidiary of Shenzhen CK, which in turn is 90% owned
by Mr. He. As such, Heyuan Youhua is a connected person of the
Company for the purpose of the Listing Rules.

For the year ended 31 December 2022, the total transaction
amount under the Heyuan Youhua Purchase Agreement was
approximately RMB39,379,000 and the annual cap amount for the
Year was RMB250,000,000.
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Purchase agreement in respect of the purchase of flexible
printed circuit board and rigid-flex printed circuit boards
(“FPCs and Rigid-Flex PCBs”) from C-Flex Electronic
(Huangshi) Ltd. (“Huangshi C-Flex Electronic”)

On 31 May 2021, the Company and Huangshi C-Flex Electronic
entered into a purchase agreement (the “Huangshi C-Flex
Electronic Purchase Agreement”), pursuant to which Huangshi
C-Flex Electronic agreed to supply the FPCs and Rigid-Flex
PCBs to the Group for the three years from 1 January 2021 to 31
December 2023. For details, please refer to the announcement of
the Company dated 31 May 2021.

The price for the FPCs and Rigid-Flex PCBs supplied by Huangshi
C-Flex Electronic under the Huangshi C-Flex Electronic Purchase
Agreement was determined with reference to the price at which
comparable types of FPCs and Rigid-Flex PCBs are sold to the
Group by independent suppliers under normal commercial terms
in the ordinary course of business, and such price shall be no
less favourable to the Group than was available from independent
suppliers. In considering whether to purchase from Huangshi
C-Flex Electronic, the Group sought quotations from at least
two independent third parties offering the same or comparable
products. The Group purchased the FPCs and Rigid-Flex PCBs
from Huangshi C-Flex Electronic if the price and quality of the
products offered was comparable to or more favourable to the
Group than those offered by such independent third parties for the
same or comparable products.

Huangshi C-Flex Electronic is wholly owned by Shenzhen Handi, a
wholly-owned subsidiary of Shenzhen CK which is in turn owned
as to 90.0% by Mr. He. As such, Huangshi C-Flex Electronic is a
connected person of the Company for the purpose of the Listing
Rules.

For the year ended 31 December 2022, the total transaction
amount under the Huangshi C-Flex Electronic Purchase Agreement
was approximately RMB120,379,000 and the revised annual cap
amount for the Year was RMB250,000,000.
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Purchase agreement in respect of the purchase of electronic
components such as connectors and holders (“connectors
and holders”) from Kunshan KEIRAKU Precision Co.,Ltd
(“Kunshan KEIRAKU”)

On 31 May 2021, the Company and Kunshan KEIRAKU entered
into the a purchase agreement (the “Kunshan KEIRAKU Purchase
Agreement”), pursuant to which, Kunshan KEIRAKU agreed to
supply electronic components such as connectors and holders
to the Group, for a term commencing from 1 January 2021 to 31
December 2023. For details, please refer to the announcement of
the Company dated 31 May 2021.

The price for the electronic components such as connectors
and holders supplied by Kunshan KEIRAKU under the Kunshan
KEIRAKU Purchase Agreement was determined with reference to
the price at which comparable types of electronic components
such as connectors and holders are sold to the Group by
independent suppliers under normal commercial terms in the
ordinary course of business, and such price shall be no less
favourable to the Group than was available from independent
suppliers.
KEIRAKU, the Group sought quotations from at least two
independent third parties offering the same or comparable
products. The Group purchased the electronic components such

In considering whether to purchase from Kunshan

as connectors and holders from Kunshan KEIRAKU if the price
and quality of the products offered was comparable to or more
favourable to the Group than those offered by such independent
third parties for the same or comparable products.

Kunshan KEIRAKU is owned as to 97% by Kunshan KEIRAKU
(Hong Kong) Limited, which is in turn wholly-owned by QT
Investment, the Controlling Shareholder of the Company (as
defined in the Listing rules). Accordingly, Kunshan KEIRAKU is a
connected person of the Company under the Listing Rules.

For the year ended 31 December 2022, the total transaction
amount under the Kunshan KEIRAKU Purchase Agreement was
approximately RMBO and the annual cap amount for the Year was
RMB3,000,000.
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The INEDs have reviewed the aforesaid continuing connected
transactions of the Company and confirmed that such transactions
have been:

()  entered into in the ordinary and usual course of business of
the Group;

(i) entered into on normal and fair commercial or better terms;

(i) entered into in accordance with the agreements governing
them on terms that are fair and reasonable for the interests of
Shareholders as a whole; and

(iv) the total annual transaction amount of the Year has not
exceeded the annual cap.

The independent auditor of the Company was engaged to report
on the Group’s continuing connected transactions in accordance
with Hong Kong Standard on Assurance Engagements 3000
“Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” and by reference to Practice
Note 740 “Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong
Institute of Certified Public Accountants. The independent auditor
of the Company has issued an unqualified letter containing its
findings and conclusions in respect of the continuing connected
transactions disclosed by the Group in this section in accordance
with Rule 14A.56 of the Listing Rules. A copy of the relevant
independent auditor’s letter has been provided by the Company to
the Stock Exchange.

Pursuant to Rule 14A.56 of the Listing Rules, the Board engaged
the auditor of the Company to perform certain agreed upon
procedures in respect of the continuing connected transactions of
the Group. The auditor has reported their factual findings on these
procedures to the Board that:

(@ nothing has come to the auditor’s attention that causes the
auditor to believe that the disclosed continuing connected
transactions have not been approved by the Board;
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nothing has come to the auditor’s attention that causes the
auditor to believe that the transactions were not, in all material
respects, in accordance with the pricing policies of the
Company;

nothing has come to the auditor’s attention that causes the
auditor to believe that the transactions were not entered
into, in all material respects, in accordance with the relevant
agreements governing such transactions; and

with respect to the aggregate transaction amount of each
of the continuing connected transactions set out as above,
nothing has come to the auditor’s attention that causes the
auditor to believe that the disclosed continuing connected
transactions have exceeded the relevant annual caps.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles

of Association of the Company or the laws of the Cayman Islands,

which would oblige the Company to offer new Shares on a pro-

rata basis to existing Shareholders.

SUFFICIENCY OF PUBLIC FLOAT

According to the information that is publicly available to the

Company, and so far as the Directors are aware of, the Company

has maintained a sufficient public float as required by the Listing

Rules during the Year and up to the latest practicable date prior to

the date of this report.
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DIRECTORS’ COMPETING BUSINESS

A deed of non-competition (the “Deed of Non-Competition”) was
entered into by Mr. He Ningning, the Chairman and an executive
Director and QT Investment (a company wholly-owned by Mr. He
Ningning) (collectively, the “Controlling Shareholders”) in favour of
the Company on 13 November 2014, pursuant to which each of
the Controlling Shareholders will not, and will procure its/his close
associates (other than members of the Group) not to directly or
indirectly be involved in or undertake any business (other than
the Group’s business) that directly or indirectly competes, or may
compete, with the Group’s business or undertaking, or hold shares
or interest in any companies or business that compete directly or
indirectly with the business engaged by the Group from time to
time except where the Controlling Shareholders hold less than 5%
of the total issued share capital of any company (whose shares are
listed on the Stock Exchange or any other stock exchange) which
is engaged in any business that is or may be in competition with
any business engaged by any member of the Group and they do
not control 10% or more of the composition of the Board.

The Company has received the annual written confirmation from
the Controlling Shareholders in respect of the compliance and
enforcement of the terms of the Deed of Non-Competition by the
Controlling Shareholders during the Year.

The INEDs have reviewed the Deed of Non-Competition entered
into by the Controlling Shareholders as to whether the Controlling
Shareholders had abided by the Deed of Non-Competition. The
INEDs confirmed that the Controlling Shareholders had not been in
breach of the Deed of Non-Competition during the Year.

Apart from the business of the Group, none of the Directors or
their respective associates had engaged in or had any interest in
any business which competed or might compete with the business
of the Group during the Year.
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Directors’ Report
EFERS

PROFESSIONAL TAX ADVICE BEZEERFTER
RECOMMENDED

If the Shareholders of the Company are unsure about the taxation WA ABKRERERTECEE - FE - H

implications of purchasing, holding, disposing of, dealing in, or the &~ RIBHITELRA BB RN ZE M
exercise of any rights in relation to the Shares of the Company, R ZMHFF E > EBREBHEEA
they are advised to consult a professional adviser. To

INDEPENDENT AUDITORS v AR 2 S 4]

Upon the recommendation of the Audit Committee, the Board EEZEEEZHE EF G RER
has resolved that a resolution will be proposed at the forthcoming B NREEREBEALT LB MERESE
AGM to re-appoint KPMG, Certified Public Accountants as the FEEIEsHENSEFEAT (EG5HEN) AR A

independent auditor of the Company. Bl Z B ZHEMIE 2 RER
On behalf of the Board RRESE

He Ningning FE

Chairman Al &

Hong Kong, 24 March 2023 E8 “ET=F=-H”"+MH
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The Company is committed to fulfilling its responsibilities to
the Company’s Shareholders and protecting and enhancing
Shareholders’ value through good corporate governance.

The Directors of the Company recognise the importance of
incorporating elements of good corporate governance in the
management structures and internal control procedures of the
Group so as to achieve effective accountability.

CORPORATE GOVERNANCE PRACTICES

The Company has complied with all applicable code provisions
as set out in the Corporate Governance Code (the “CG Code”) as
contained in Part 2 of Appendix 14 to the Listing Rules during the
Year.

SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules as its own code of
conduct governing the securities transactions by the Directors.
Following a specific enquiry made by the Company on the
Directors, all Directors have confirmed that they had complied with
the required standard set out in the Model Code during the Year.
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BOARD OF DIRECTORS

Responsibilities

The Board is primarily responsible for overseeing and supervising
the management of the business affairs and the overall
performance of the Group. The Board sets the Group’s values
and standards and ensures that the requisite financial and
human resources support are in place for the Group to achieve
its objectives. The functions performed by the Board include but
are not limited to formulating the Group’s business plans and
strategies, deciding all significant financial (including major capital
expenditure) and operational issues, developing, monitoring
and reviewing the Group’s corporate governance and all other
functions reserved to the Board under the Company’s articles
of association (the “Articles of Association”). The Board has
established Board committees and has delegated to these Board
committees various responsibilities as set out in their respective
terms of reference which are published on the respective websites
of the Stock Exchange and the Company. The Board may from
time to time delegate certain functions to management of the
Group if and when considered appropriate. The management
is mainly responsible for the execution of the business plans,
strategies and policies adopted by the Board and assigned to it
from time to time.

The Directors have full access to information of the Group and are
entitled to seek independent professional advice in appropriate
circumstances at the Company’s expense.

Composition

The Company is committed to the view that the Board should
include a balanced composition of executive and independent
non-executive Directors so that there is a strong independent
element on the Board, which can effectively exercise independent
judgment.
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During the Year and up to the date of this report, the Board
comprises the following six Directors:

Executive Directors

Mr. He Ningning (Chairman)
Mr. Hu Sanmu (Chief Executive Officer)
Mr. Fan Fugiang

Independent Non-executive Directors (the “INEDs”)

Mr. Ko Ping Keung
Mr. Ng Sui Yin
Mr. Chu Chia-Hsiang

The biographical details of each of the Directors are set out in
the section headed “Biographical Details of Directors and Senior
Management” of this annual report.

Mr. Fan Fugiang, an executive director of the Company, was
a director of Hangzhou Raying Technology Limited (“Raying
Technology”), a private company which was owned as to
approximately 18.52% by Shenzhen Handi, which was indirectly
owned as to 90% by Mr. He Ningning, but Mr. Fan did not
participate in the daily operation and management of Raying
Technology. Save as aforesaid, there was no financial, business,
family or other material relationship among the Directors.

The INEDs have brought a wide range of business and financial
expertise, experience and independent judgment to the Board.
Through active participation in the Board meetings and serving on
various Board committees, all INEDs will continue to make various
contributions to the Company.

Throughout the Year, the Company had appointed three INEDs,
representing half of the Board members, and has met the
requirement of the Listing Rules that the number of INEDs must
represent at least one-third of the Board members, and met
the requirement that at least one of the INEDs has appropriate
professional qualifications or accounting or related financial
management expertise.
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The Company has received an annual confirmation in writing from
each of the INEDs pursuant to Rule 3.13 of the Listing Rules. As
at the date of this report (i.e., 24 March 2023), QT Investment, the
controlling shareholder of the Company, indirectly held 3,138,768
shares in issue of SmartSens Technology (Shanghai) Co., Ltd.
stock code: 688213.SH), a listed company,
representing approximately 0.78% of the total issued shares of

(“Smartsens”,

Smartsens as at the date of this report through Q Technology
Investment (Hong Kong) Limited, its indirect wholly-owned
subsidiary. Smartsens is a company engaging in development
of semiconductor solutions, which was founded on 13 April
2017 and registered in PRC, and has listed on the Science and
Technology Innovation Board of the Shanghai Stock Exchange
on 20 May 2022. Mr. Ko Ping Keung, an INED of the Company,
owns approximately 5.53% equity interests in the shares of
Smartsens through a company under his management; a venture
capital company, where an INED, Mr. Chu Chia-Hsiang, currently
works as a director, held directly and indirectly approximately
1.37% of shares of Smartsens. Mr. Ko Ping Keung and Mr. Chu
Chia-Hsiang also serve as directors of Smartsens, but do not
participate in daily operations of Smartsens. As at the date of this
report, the Group has no significant business dealings or major
commercial transactions with Smartsens. The Company considers
that: (i) the controlling shareholder of the Company holds a very
low proportion of shares in Smartsens and does not have any
significant business dealings with Smartsens; (i) the aggregate of
shareholdings in Smartsens held by Mr. Ko Ping Keung and Mr.
Chu Chia-Hsiang personally or through their companies is only
6.90% and the aggregate of voting rights of the board of directors
of Smartsens is less than one-half, they do not participate in and
cannot determine the daily operation management of Smartsens;
and (i) Mr. Ko Ping Keung and Mr. Chu Chia-Hsiang do not
rely on the investment in Smartsens as their major source of
income. Therefore, the Company believes that the investment
of QT Investment (the controlling shareholder of the Company)
in Smartsens does not affect the independence of Mr. Ko Ping
Keung and Mr. Chu Chia-Hsiang as INEDs of the Company. Based
on the above circumstances and the confirmations submitted by
each of the INEDs, the Company considers that all the INEDs are
independent and have met the independence guidelines set out in
Rule 3.13 of the Listing Rules during the Year and up to the date of
this report.
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As at 31 December 2022, Mr. Ko Ping Keung held 200,000 Shares
of the Company, representing approximately 0.02% of the issued
Shares of the Company. During the Year, none of the INEDs held
more than 1% of the number of issued Shares of the Company.

As at the date of this report, Mr. Chu Chia-Hsiang serves as a
director of Googol Technology Co., Ltd., an unlisted company
controlled by Mr. Ko Ping Keung.

Save as disclosed above, as at 31 December 2022, there was
no Director who held directorships in each other’s companies nor
had significant relationships with other directors by participating in
other companies or groups.

Each of the INEDs has been appointed for a term of three years,
which is subject to retirement and re-election in accordance with
the Listing Rules, the Articles of Association of the Company and
the applicable laws in the Cayman Islands. As at 31 December
2022, none of the INEDs have severed on the Board for more than
nine years.

During the Year, the Chairman has held one meeting with INEDs
without the presence of the executive Directors.

Proper insurance coverage in respect of potential legal actions
against the Directors’ liability has been arranged by the Company.

Directors’ Time and Directorship Commitments

The Directors have confirmed that they have devoted sufficient
time and attention to the affairs of the Company during the Year
and have disclosed to the Company at least twice a year the
number, identity and nature of their positions in listed public
companies or institutions are listed in Hong Kong or overseas, as
well as other significant commitments.

As at 31 December 2022, there was no director who had held
directorships in more than seven public companies, including the
Company.
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Directors’ Continuing Professional Development

During the Year, each of the Directors (namely Mr. He Ningning, Mr.
Hu Sanmu, Mr. Fan Fugiang, Mr. Ko Ping Keung, Mr. Ng Sui Yin
and Mr. Chu Chia-Hsiang) have complied with the requirements
of the Code Provision C.1.4 of the CG Code, have participated
in relevant continuing professional development and training,
including special training on connected transaction and the
updated requirements on corporate governance at the Company’s
expense, and all Directors have been requested to provide the
Company with their training records.

In addition, the Company has from time to time provided
briefings to all Directors to develop and refresh their duties and
responsibilities.

Meetings of the Board and Directors’ Attendance
Records

During the Year, the Board held 13 meetings in total (i.e. 23
February 2022, 21 March 2022, 4 April 2022, 27 June 2022,
5 July 2022, 3 August 2022, 8 August 2022, 18 August 2022,
29 September 2022, 8 November 2022, 2 December 2022, 6
December 2022 and 30 December 2022 respectively) with notice
given to the Directors at least 14 days in advance (excluding the
interim meetings). Before each Board meeting, an agenda and the
accompanying Board papers have been sent to all Directors at
least three days before the intended date of the Board meeting or
such other period as agreed in advance. The company secretary of
the Company (the “Company Secretary”) is responsible for keeping
all Board meeting’s minutes. The draft and final versions of the
minutes have been circulated to the Directors for comments and
record within a reasonable time after each meeting and the final
version is open for the Directors’ inspection.
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The attendance of each Director at the Board meetings and
general meeting during the Year is as follows:

BEENFEEHFEFERRER
TEECHAT

Meetings attended/
Eligible to attend

HERY,BEEREE
General
Board Meeting
Name of Directors EEE4A EFg REXE
Executive Directors HITESE
Mr. He Ningning (Chairman) AIBERLE (F/E) 13/13 2/2
Mr. Hu Sanmu (Chief Executive Officer) =R E (FTRAEE) 13/13 2/2
Mr. Fan Fugiang SEELRMTE 13/13 2/2
INEDs BIFERITES
Mr. Ko Ping Keung SRETE 13/13 2/2
Mr. Ng Sui Yin SRIREfRE 13/13 2/2
Mr. Chu Chia-Hsiang PIRBESRE 13/13 2/2

During the Year, as part of the commitment to best practices, all
Directors have participated in the discussions in respect of certain
business development of the Group through electronic means of
communication, such as E-mail and instant messaging software.
Such arrangement ensured fast and timely provision of information
to Directors, to supplement the formal Board meetings.

In addition, to meet the requirement of keeping up with the
Group’s business performance by the Directors, a monthly
management report, which contained the financial performance
and key business issues of the Group, was provided to the
Directors by the management of the Company on a monthly basis
throughout the Year. Director can contact the management of the
Company individually and independently to get more information of
the Group.
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Board Diversity Policy

The Board has adopted a policy of the Board diversity (the
“Board Diversity Policy”) with all measurable objectives set for
implementing the same.

Summary of Board Diversity Policy
A. Purpose

To ensure that the Board has a balance of skills, experience
and diversity of perspectives appropriate to the requirements
of the Company’s business.

B. Nomination and appointment

The Nomination Committee will identify eligible candidates
on merit basis based on the Company’s daily business
needs while taking into account the benefit of diversity of the
members of the Board.

C. Measurable objectives

Selection of candidates to the Board will be based on a range
of diversity, including but not limited to gender, age, language,
cultural background, educational background, industry
experience and professional experience.

D. Monitoring and reporting

The Nomination Committee will disclose the composition of
the Board in the Company’s Corporate Governance Report
each year and monitor the implementation of this policy.

E. Reviewing this policy

The Nomination Committee will review this policy in due
course to ensure that this policy is effective. The Nomination
Committee will review this policy and the measurable
objectives at least annually, or as appropriate, to ensure the
continued effectiveness of the Board.
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Board Member Diversity EEEMEZTIEER

The Nomination Committee comprehensively considered the X ETECEEEBEB I ESTHEDN
gender, age, region, cultural background, industry experience MR FEHK - HME - XIEH R TELR
and professional experience of the Board members. The detailed MEHEXEKRZFRZR > EZEMEZ=AA
BB RAOT

analysis of the relevant factors for Directors is as follows:

Person-time/the number of

Factors Categories the Board members
FSEA E3Wl AR/ EBEEEHREANH
Gender Male 6/6
k]l B4
Female 0/6
7%
Age group 30-45 years old 1/6
FlerE R 30-45@ %
46-60 years old 4/6
46-60/8 5%
61-75 years old 1/6
61-758 5%
Region Mainland China 2/6
i@ FRE A B
Hong Kong, China 3/6
REEH
Taiwan, China 1/6
R G E
|dentity Executive Director 3/6
515 HITES
Independent Non-executive Director 3/6
BIIENITES
Profession (Note) Engineering/Technology 2/6
= (W) I /it
Accounting 1/6
&5t
Management 3/6
BIE
Expertise (Note) Electrical and electronics related industry experience 3/6
2R (W) BR&EFHEBITTELR
Science technology 4/6
Bk
Other industry experience (banking/finance/energy) 3/6
HAaniT &858 GR1T £/ 5ER)
Corporate administration 6/6
BT
Board members of other listed companies 2/6
Hh AR EZENE

Note: Directors can have various professional backgrounds and expertise
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Measurable Objectives of Board Member Diversity

The Nomination Committee has comprehensively reviewed the
gender, age,
and professional experience of the Board members. It considered

region, cultural background, industry experience
that the Board has achieved board members diversity in many
aspects but is relatively homogeneous in terms of gender. As
such, the Nomination Committee considered setting a measurable
objective on gender diversity, namely, at least one female director
by 31 December 2024. The Company will also ensure that there is
gender diversity when recruiting staff at mid to senior level of the
Group so that it will have a pipeline of female senior management
and potential successors to the Board in the future.

Gender Diversity of Employees

As at 31 December 2022, the Group has a total of 7,780
employees (including non-contractual staff such as staff under
labour service agreements and internship agreements), and the
ratio of male to female employees is approximately 74:26 (As
at 31 December 2021: 68:32).
mainly engaged in the research and development, production

Considering that the Group is

and sales business of intelligent vision products, the employees
mainly consist of research and development personnel, technical
personnel and general workers, most of them are generally male,
as a result, the Nomination Committee considered that the current
ratio of male and female employees is relatively balanced.

Director Nomination Policy

The Company has developed and adopted a nomination policy
for directors (the “Nomination Policy”), under which appointment
of new Directors or re-election of Directors have been carefully
considered as required by the Nomination Policy and based on
formal procedures. A summary of the Nomination Policy of the
Company is set out below:

A. Purpose

The Nomination Policy is aimed to set out the procedures and
criteria for nominating director candidates of the Company
to ensure that all nominations for the Board members are fair
and transparent, thereby facilitating the efficient and balanced
development of the Board.
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B. E&EF

B. Nomination procedures

The Secretary of the Nominating Committee collects
and analyses the necessary personal data submitted by
candidates.

The Chairman of the Nomination Committee will convene
a meeting of the Nomination Committee or circulate a
resolution in writing to the members of the Nomination
Committee to consider matters in accordance with its
terms of reference.

For filling a casual vacancy to the Board or as an
addition to the Board, the Nomination Committee will
conduct the relevant selection process (coupled with
the relevant selection criteria) against the nominated
candidate and make recommendations to the Board for
consideration, and the Board will then make a decision
as to whether the nominated candidate shall be eligible
to be appointed as a director of the Company.

For re-appointing a director of the Company, the
Nomination Committee will conduct the relevant
selection process (coupled with the relevant selection
criteria) against the Director proposed to be re-
appointed and make recommendations to the Board
for consideration, and the Board will then make a
decision as to whether the Director shall be eligible to
be re-appointed as a Director of the Company. if the
Director proposed to be re-elected is an INED who has
served the Board for more than 9 years, the Nomination
Committee shall also assess whether the INED has
remained independent in the context of the Listing Rules
and should be re-elected at the next general meeting of
the Company and make recommendations to the Board
for consideration.
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Selection Criteria

The factors listed below would be considered by the
Nomination Committee in assessing the suitability of a
proposed candidate:

o reputation for integrity

e professional knowledge and industry experience which
may be relevant to the Company

e commitment in respect of available time

e Board member diversity, including not limited to the
gender, age, ethnicity, language, cultural and educational
background, industry experience and professional
experience

° In case of a candidate for an INED of the Company, the
independence of such candidate will be assessed

Board'’s decision

The entire Board is ultimately responsible for the selection
and appointment or recommendation (as the case may be) of
candidates for the Company’s directorship, and accordingly,
shall consider the recommendations from the Nomination
Committee and make a decision as to:

1. In relation to new appointment, whether the nominated
candidate shall be eligible to be appointed as a director
of the Company to fill a casual vacancy or as an addition
to the Board, or (as the case may be) to be nominated
and recommended to the Company’s shareholders for
consideration at a general meeting of the Company; and
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2. In relation to re-appointment, whether the director
shall be eligible to be reappointed as a director of
the Company, and (if such director is an INED of the
Company who has served the Board for more than 9
years and whose re-appointment shall be subject to a
separate resolution to be approved by the Company’s
shareholders under the Listing Rules) whether such INED
has remained independent in the context of the Listing
Rules and should be re-elected at the next general
meeting of the Company.

During the Year, the Nomination Committee held one meeting, and
among other things, reviewed the structure, size, composition and
diversity of members of the Board, assessed the independence
of the INEDs and recommended to the Board for consideration
the re-appointment of all the retiring Directors as Directors at the
annual general meeting of the Company held on 20 May 2022 (the
“2022 AGM”).

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles of the Chairman and the Chief Executive Officer are
separate and performed by different individuals to ensure a
balance of power and authority so that power is not concentrated
in any one individual. Mr. He Ningning, Chairman, is responsible
for the management of the Board while Mr. Hu Sanmu, Chief
Executive Officer, is responsible for managing the Group’s business
and overall operations. There is a clear division of responsibilities
between Chairman and Chief Executive Officer.

BOARD COMMITTEES

The Board has established four Board committees, namely the
Audit Committee, the Remuneration Committee, the Nomination
Committee and the Risk Management Committee, to oversee
particular aspects of the Company’s affairs. The Board committees
are provided with sufficient resources to discharge their duties.

The written terms of reference for the Board committees are
posted on the respective websites of the Stock Exchange and the
Company.
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Audit Committee

The Audit Committee was established with written terms of
reference in compliance with the CG Code. It comprises three
INEDs, namely Mr. Ng Sui Yin, Mr. Ko Ping Keung and Mr.
Chu Chia-Hsiang. Mr. Ng Sui Yin is the chairman of the Audit
Committee.

The principal roles and functions of the Audit Committee include,
but are not limited to:

° making recommendations to the Board on the appointment,
re-appointment and removal of external auditor, and
approving the remuneration and terms of engagement of the
external auditor, and handling any questions regarding its
resignation or dismissal;

e reviewing and monitoring the external auditor’s independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standards and discussing with
the external auditor on the nature and scope of the audit and
reporting obligations before the audit commences;

e developing and implementing a policy on engaging an
external auditor to supply non-audit services and reporting to
the Board, identifying and making recommendations on any
matters where action or improvement is needed;

° reviewing and monitoring the integrity of the Company’s
financial statements and annual report and accounts, half-
year report and, if prepared for publication, quarterly reports,
and reviewing significant financial reporting judgments
contained therein;

° reviewing the Company’s financial controls, internal control
and risk management systems;

e  discussing the internal control system with the management
to ensure that the management has performed its duty and
have an effective internal control system in place;
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e considering major investigation findings on internal control
matters as delegated by the Board or on its own initiative and
management’s response to these findings;

e ensuring coordination between the internal and external
auditors, ensuring that the internal audit function is
adequately resourced and has appropriate standing within the
Company, and reviewing and monitoring its effectiveness;

e reviewing the Group’s financial and accounting policies and
practices;

° reviewing the external auditor’s management letter, any
material queries raised by the auditor to management about
the accounting records, financial accounts or systems of
control and management’s response;

° reviewing the pricing rules of continuing connected
transactions and implementation of transaction caps, etc.;

e  ensuring that the Board will provide a timely response to the
issues raised in the external auditor’s management letter; and

e  considering other topics as defined by the Board.

During the Year, the Audit Committee held two meetings in total
(i.e. on 21 March 2022 and 8 August 2022 respectively) (the “Audit
Committee Meetings”) and reviewed the audited consolidated
results for the year ended 31 December 2021 and the unaudited
consolidated results for the six months ended 30 June 2022 of
the Company, respectively, including the accounting principles
and practice adopted by the Group, the Company’s compliance
with the code provisions of the CG Code and disclosure thereof
in the relevant annual and interim reports, the effectiveness of
the Group’s internal control and recommended to the Board for
consideration the same and the re-appointment of KPMG, Certified
Public Accountant, as the Company’s external auditor at the 2022
AGM.
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The attendance of each Director at the Audit Committee Meetings
during the Year is as follows:

EXELHRS

BREENEFEEHES
SOERINE

ZEEEg

I

No. of Attendance (Note)/
Eligible to attend

HERE W)
Name of Directors EEHESA FERLEEEERY
Mr. Ng Sui Yin (Chairman) RILBEE (F/E) 2/2
Mr. Ko Ping Keung ER‘BILE 2/2
Mr. Chu Chia-Hsiang DIER e 2/2
Note: The Audit Committee Meeting was attended by all the Directors in =~ ff32 FFBEEE R B HEERESE D
person, not by an alternate. ZIERRIEALRE -
The Audit Committee held one meeting on 13 March 2023 and EZEZE2 TN _E _=—&HF£=A+=

reviewed the Company’s draft audited consolidated results for the
Year, including the accounting principles and practice adopted by
the Group, the Company’s compliance with the code provisions
of the CG Code and disclosure in this report, as well as the
effectiveness of the Group’s internal control and recommended to
the Board for consideration the same and the re-appointment of
KPMG, Certified Public Accountant, as the Company’s external
auditor at the forthcoming AGM.

Remuneration Committee

The Remuneration Committee has been established with
written terms of reference in compliance with the CG Code. The
Remuneration Committee comprises three INEDs, namely Mr. Chu
Chia-Hsiang, Mr. Ng Sui Yin and Mr. Ko Ping Keung. Mr. Chu Chia-
Hsiang is the chairman of the Remuneration Committee.

The principal roles and functions of the Remuneration Committee
include, but are not limited to:

° making recommendations to the Board on the Company’s
policy and structure for the remuneration of all Directors and
senior management and on the establishment of a formal and
transparent procedure for developing the remuneration policy;
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reviewing and approving the management’s remuneration
proposals by reference to the Board’s corporate goals and
objectives;

making recommendations to the Board on the remuneration
packages of individual executive Directors and senior
management including benefits in kind, pension rights
and compensation payments, including any compensation
payable for loss or termination of their office or appointment;

making recommendations to the Board on the remuneration
of non-executive Directors;

considering salaries paid by comparable companies, time
commitment, responsibilities and employment conditions
elsewhere in the Group;

reviewing and approving compensation payable to the
executive Directors and senior management for any loss
or termination of office or appointment to ensure that it is
consistent with the contractual terms and is otherwise fair and
reasonable and not excessive;

reviewing and approving compensation arrangements relating
to the dismissal or removal of Directors for misconduct to
ensure that they are consistent with the contractual terms and
are otherwise reasonable and appropriate;

ensuring that no Director or any of his/her associates (as
defined in the Listing Rules) is involved in deciding his/her
own remuneration;

reviewing and/or approving matters relating to share schemes
under Chapter 17 of the Listing Rules; and

considering and implementing other matters, as defined or
assigned by the Board or otherwise required by the Listing
Rules from time to time.
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During the Year, the Remuneration Committee held one
meeting on 21 March 2022, and among other things, reviewed
and recommended to the Board for consideration certain
remuneration-related matters of the Directors and senior
management, determined the policy for the remuneration of
executive Directors, assessed performance of executive Directors

and approved the terms of re-appointed Directors’ remuneration.

For determining the remuneration packages of each Director,
market rates and factors such as each Director’s workload and
In addition,
factors comprising economic and market situations,

required commitment were taken into account.
individual
contributions to the Group’s results and development as well
as individual’s potential were considered when determining the
remuneration packages of Executive Directors.

The attendance of each Director at the Remuneration Committee
Meetings during the Year is as follows:
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No. of Attendance (Note)/
Eligible to attend

HERE (W)
Name of Directors EEEY EERLUETERY
Mr. Chu Chia-Hsiang (Chairman) VRERE (F/E) 11
Mr. Ng Sui Yin SRmBLE 1/1
Mr. Ko Ping Keung ERBIE 11
Note: The Remuneration Committee Meeting was attended by all the Mfat . FiEEEHHE L EFWEE S
Directors in person, not by an alternate. ZHOIEBRMREALRE-
The Remuneration Committee also held one meeting on 13 ¥ EZEE @ NN _E_=4=8+=
March 2023, and reviewed and recommended to the Board for HE{T—RN@:ZHE > THRD X ﬁ%%‘"?&
consideration certain remuneration-related matters of the Directors EEZ B T THEE~RSHEE A
and senior management. EfMERER-
Nomination Committee REEZET
The Nomination Committee has been established with writen 24 EZE R EEZEBESHE RS
terms of reference in compliance with the CG Code. It comprises &S BT B4 EZECBIEML BT

two INEDs, namely Mr. Ko Ping Keung and Mr. Chu Chia-Hsiang
and an executive Director, namely Mr. He Ningning. Mr. He
Ningning is the chairman of the Nomination Committee.
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The principal roles and functions of the Nomination Committee
include, but are not limited to:

° reviewing the structure, size and composition (including
the skills, knowledge and experience and diversity of
perspectives) of the Board at least annually and making
recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy;

° identifying individuals suitably qualified to become Board
members and making recommendations to the Board on the
selection of individuals nominated for directorships;

e assessing the independence of the INEDs;

e developing and reviewing the Board Diversity Policy and
reviewing the measurable objectives for implementing such
Board Diversity Policy, including but not limited to gender,
age, race, language, cultural background, educational
background, industry experience and professional experience,
and the progress on achieving the objectives; and making
disclosure of its progress and its review results in the annual
report annually; and

° making recommendations to the Board on the appointment
or re-appointment of Directors and the succession planning
for the Directors, in particular, the Chairman and the Chief
Executive Officer.

During the Year, the Nomination Committee held one meeting on
21 March 2022, and among other things, reviewed the structure,
size, composition and diversity of members of the Board,
assessed the independence of the INEDs and recommended to
the Board for consideration the re-appointment of all the retiring
Directors as Directors at the 2022 AGM.
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The attendance of each Director at the Nomination Committee
Meetings during the Year is as follows:

EXELHRS

BEENAFEHFRBVREZE T G
SOERINE

&

No. of Attendance (Note)/
Eligible to attend

HERE W)
Name of Directors EEns EEREETRERY
Mr. He Ningning (Chairman) AIZEELEE (F/E) 1/1
Mr. Ko Ping Keung ER‘BILE 1/1
Mr. Chu Chia-Hsiang IERES 1/1

Note: The Nomination Committee Meeting was attended by all the

Directors in person, not by an alternate.

The Nomination Committee also held one meeting on 13 March
2023, and among other things, reviewed the structure, size and
composition of the Board, assessed the independence of the
INEDs and recommended to the Board for considering the re-
appointment of the retiring Directors, namely Mr. He Ningning and
Mr. Ko Ping Keung as Directors at the forthcoming AGM, as well
as reviewed the implementation of the Nomination Policy and the
Board’s Diversity Policy.

Risk Management Committee

The Risk Management Committee has been established with
written terms of reference in compliance with the CG Code. The
Risk Management Committee comprises three members, namely
Mr. Ko Ping Keung and Mr. Ng Sui Yin, both INEDs and Mr. Fan
Fugiang, an executive Director. Mr. Ko Ping Keung is the chairman
of the Risk Management Committee.

The principal roles and functions of the Risk Management
Committee include, but are not limited to:

° reviewing and assessing the Group’s investment in wealth
management products in terms of whether such investment
complies with its treasury and investment policies, the fund
safety of and the risks associated with such investment;
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° reviewing the remedial actions in respect of policy breaches, if
any;

° reviewing the risks associated with, and approving,
the purchase of wealth management products with the
transaction amount exceeding RMB50 million (RMB50 million
exclusive) as requested from time to time;

° reviewing and assessing the expected return of the wealth
management products with similar principal amount, and
the track record of relevant issuers and similar wealth
management products previously sold in the market; and

e  considering, reviewing and approving the amendments to the
Group’s policies and requirements in respect of the operation
and risk control of the Group’s wealth management products.

During the Year, the Risk Management Committee held three
meetings in total (i.e. on 21 March 2022, 8 August 2022 and 6
December 2022) (the “Risk Management Committee Meetings”).
At the above meetings, the Risk Management Committee reviewed
and assessed the Group’s wealth management product investment
in terms of whether such investment have complied with the
Group’s treasury and investment policies, the fund safety of and
risks associated with such investment, reviewed the status such
as debt asset ratio, operating cash flow and gearing ratio of the
Company, reviewed the legal system compliance management,
and reviewed and revised the Group’s treasury policy.

1 04 Q Technology (Group) Company Limited Annual Report 2022

s ERAMERBRNBIER (N
A

e MREERFAHEHARZEBEA
K #5,0008 7t (& AR¥5,000
B) 2B EMLERBNERRE KL
HEZEBE ;

s BRKNEAZEMEENIEME®D
RYFREREI R - UK BRI T A RiB
EHE LEENELEM EmpE
=

s ER -BRAAMEBSTFTEEME
EREMERZBRFERAREER
ERBRRRE

FKEV AREEZEEHBIT=X
NN BE__F=F_+—
EI\_V__E/\E/\BE’Z_E::
+-_AARA ((RBREEBEZETEE]) °
RiEEZEe N ZzEex LBRAK
FEAEENEVERZRERS
BTIAEENEVREREERER B
S RiEzZE ﬁéﬁ%mﬂh’@ﬁ
KABEEEBRER -KEHREM
AEBEXRFHREBNRRT $ﬁ$?%m
BREEBR UEBS KRBT EAEER
IR B SR



Corporate Governance Report

The attendance of each member of the Risk Management
Committee Meetings during the Year is as follows:

EXELHRS

ERERETEEHFERR
GBI T -

EEEZEY

No. of Attendance (Note)/
Eligible to attend

HERE Wa2)
Name of Directors EENRSA FERLEEEERY
Mr. Ko Ping Keung (Chairman) BRI E (F/E) 3/3
Mr. Ng Sui Yin =gt 3/3
Mr. Fan Fugiang SEEaRMTE 3/3

Note: The Risk Management Committee Meeting was attended by all the

Directors in person, not by an alternate.

The Risk Management Committee also held one meeting on 13
March 2023, and reviewed and assessed the Group’s wealth
management product investment in terms of whether such
investment has complied with the Group’s treasury and investment
policies, the fund safety of and risks associated with such
investment, reviewed the status such as debt asset ratio, operating
cash flow and gearing ratio of the Company, and also assessed
whether the operating cash of the Group is sufficient and the
control policies of liquidity risks.

Corporate Governance Functions

The Board recognises that corporate governance should be the
collective responsibility of the Directors though having delegated
the corporate governance duties to the Audit Committee which
include, but are not limited to:

e developing and reviewing the Company’s policies
and practices on corporate governance and making
recommendations to the Board;

° reviewing and monitoring the training and continuous
professional development of the Directors and senior
management;

° reviewing and monitoring the Company’s policies and
practices on compliance with legal and regulatory
requirements;
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e  developing, reviewing and monitoring the code of conduct
and compliance manual (if any) applicable to employees and
the Directors; and

e reviewing the Company’s compliance with the CG Code and
disclosure in this report.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Each of the Directors has entered into a service contract with
the Company since their appointments, among which, Mr. He
Ningning, Mr. Hu Sanmu, Mr. Chu Chia-Hsiang, Mr. Ko Ping Keung
and Mr. Ng Sui Yin has renewed their service contracts with the
Company for a term of three years on 25 May 2020, while Mr. Fan
Fugiang has entered into a service contract with the Company
for a term of three years on 15 December 2020. The Company
intends to renew the service contract with the Directors after the
AGM held in May 2023.

None of the Directors has a service contract/letter of appointment
with the Company or any of its subsidiaries which is not
determinable by the Company within one year without the payment
of compensation (other than statutory compensation).

All the Directors, including the INEDs, are subject to retirement
by rotation and eligible for re-election in accordance with the
Article 84 of Articles of Association. At each AGM, one-third of the
Directors for the time being (or if their number is less than three or
a multiple of three, then the number nearest to but not less than
one-third) will retire from office by rotation provided that every
Director will be subject to retirement at the AGM at least once
every three years. A retiring Director will be eligible for re-election
and will continue to act as a Director throughout the meeting at
which he retires. The Directors to retire by rotation will include (so
far as necessary to ascertain the number of Directors to retire by
rotation) any Director who wishes to retire and not to offer himself
for re-election. Any further Directors so to retire shall be those
who have been the longest in office since their last re-election or
appointment and so that as between persons who became or
were last re-elected Directors on the same day, those to retire shall
(unless they otherwise agree among themselves) be determined
by lot. Any Director appointed by the Board pursuant to Article
83(3) of Articles of Association shall not be taken into account in
determining which particular Directors or the number of Directors
who are to retire by rotation. Accordingly, Mr. He Ningning and Mr.
Ko Ping Keung will retire by rotation at the AGM and, being eligible
to offer themselves for re-election at the AGM.
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REMUNERATION OF DIRECTORS AND EEREREIEASEHN
SENIOR MANAGEMENT

Particulars of the Directors’ remuneration for the Year are setoutin  ANFEEF 2 FHMME B H R S 55
note 6 to the consolidated financial statements. IR R MIEEOA ©

Pursuant to the code provision E.1.5 of the CG Code, the IRIBE{ITEFRIEE 15K ZSFRIFRE > &K
remuneration of the members of the senior management of the HEBSHAEIEAE (EEKIN FHN (B
Group (other than the Directors) whose particulars are contained B RHIZ4AFIFIEN EAEEEERS &
in the section headed “Biographical Details of Directors and Senior E&SREIRE 2 EBEEIBIA) 7E M
Management” in this annual report for the Year by band is set out | .

below:
Number of individuals
Remuneration band (in RMB) FHENAER (AR ) AT &E8
Nil to 1,000,000 £ £1,000,0007% 3
1,000,001 to 1,500,000 1,000,0017c21,500,0007C 0

INDEPENDENT AUDITOR’S REMUNERATION  ¥&I #ZEXEMEN <

For the Year, KPMG was engaged as the Group’s independent HREE > EER IS HEMERASX

auditor. EB 2B I EEN o
The remuneration paid/payable to KPMG, the auditor, for the MEAEERBZRBEEN EAZE
services provided during the Year is set out below: MR 2N BT 2 5 N5 & W
o

Fee paid/payable

eft G ER

RMB’000

Services PR 75 AR®BTT

Interim review and —E_ _FRHAERK 2,264

annual audit service for 2022 FEBFRY
Total 4Bt 2,264

2022 5545 E#RE @ AR28 107
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There is no disagreement between the Board and the Audit
Committee on the re-appointment of the independent auditor,
and they both have agreed to recommend the re-appointment of
KPMG as the Company’s independent auditor for the ensuing year
at the AGM.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for the preparation
of the consolidated financial statements of the Group for the Year.

The Directors were not aware of any material uncertainties relating
to events or conditions that may cast significant doubt upon the
Company’s ability to continue as a going concern.

In addition, KPMG has stated in the independent auditor’s report
its reporting responsibilities on the Company’s consolidated
financial statements for the Year.

INTERNAL CONTROL

It is the responsibility of the Board to ensure that the Company
maintains sound and effective internal controls to safeguard the
Shareholders’ investment and the Group’s assets at all times.
The Company has adopted a series of internal control policies
and procedures designed to provide reasonable assurance for
achieving objectives including effective and efficient operations,
reliable financial reporting and compliance with applicable laws
and regulations. The systems are designed to manage rather
than eliminate the risk of failure to achieve business objectives
and provide only reasonable but not absolute assurance against
material misstatement or loss. Highlights of our internal control
system include the following:

e  Code of conduct—The Company’s code of conduct explicitly
communicates to each employee its values, acceptable
criteria for decision-making and its ground rules for behaviour.
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° Management of related party transactions—The Group will
continue to enhance its internal control and only enter into
transactions with related parties that are carried out in the
ordinary course of its business and on normal commercial
terms and are in the interests of the Shareholders as a whole.

° Internal audit—The Group’s internal audit function regularly
monitors key controls and procedures in order to assure its
management and the Board that the internal control system is
functioning as intended. The Audit Committee is responsible
for supervising the internal audit function.

e Compliance with the Listing Rules and relevant laws
and regulations—The Group will continue to monitor
its compliance with relevant laws and regulations and
its senior management team will work closely with the
Group’s employees to implement actions required to ensure
compliance with relevant laws and regulations. The Company
will also continue to arrange for various trainings to be
provided by its Hong Kong legal advisers or other professional
parties to the Directors and senior management on the
Listing Rules, including but not limited to aspects related to
corporate governance and connected transactions, and by its
legal advisers in PRC on PRC laws and regulations.

The Audit Committee and the Board have conducted a review of
the effectiveness of the internal control system of the Group. The
Directors (including the INEDs) consider that the internal control
measures of the Company are adequate and effective.

The Board has resolved to adopt a Board Independence
Evaluation Mechanism, to ensure independent view and input
are available to the Board. The Board Independence Evaluation
Mechanism includes various measures to ensure independent
views and input are available to the Board.
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The Board shall at all times comprise at least three independent
non-executive Directors that represent at least one-third of the
Board, such that there is always a strong element of independence
on the Board which can effectively exercise independent judgment.
Each independent non-executive Director is required to provide
an annual confirmation of his/her independence to the Company
and the nomination committee of the Company is responsible
to assess the independence of each independent non-executive
Director at least annually.

All the Directors, including the independent non-executive
Directors, are given equal opportunity and channels to
communicate and express their views to the Board and have
separate and independent access to the management of the
Group in order to make informed decisions. All Directors have full
and timely access to all the information of the Company and may,
upon request, seek independent professional advice in appropriate
circumstances, at the Company’s expenses for discharging their
duties to the Company.

The chairman of the Board will hold meetings with the independent
non-executive Directors without the involvement of other Directors
at least annually to discuss any issues and concerns. Any Director
or his/her associate who has a conflict of interest in a matter to
be considered by the Board will be dealt with by a physical Board
meeting rather than by written resolutions. Such Director will be
required to declare his/her interests before the meeting and abstain
from voting and not counted towards the quorum on the relevant
resolutions. Independent non-executive Directors who, and whose
associates, have no interest in the matter should attend the Board
meeting.

The Board has reviewed and considered that the Board
Independence Evaluation Mechanism is effective in ensuring that
independent views and input are provided to the Board during the
year ended 31 December 2022.
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Whistle-blowing Policy

The Group has formulated internal policies including the “Integrity,
Self-discipline and Anti-fraud Management System”, and
established an effective whistle-blowing system. On the one hand,
the establishment of whistle-blowing policies and systems aims to
strengthen internal integrity management and ensure a healthy and
sustainable development for the Group; on the other hand, those
who deal with the Group (e.g. customers and suppliers) can raise
concerns, in confidence and anonymity, with the Audit Committee
about possible improprieties in any matter related to the Group.

In order to effectively prevent fraud, the Group has set up a
special whistle-blowing mailbox to encourage employees and
others who deal with the Group to report disciplinary violations
through e-mail and other means. The Group also sets up special
auditors to regularly inspect whether the whistle-blowing channel
is effective, investigate and report the reported matters, and assist
the management in carrying out remedial measures.

COMPANY SECRETARY

The Company appointed Mr. Cheng Zhihua (“Mr. Cheng”) as the
Company Secretary of the Company on 21 November 2017

Mr. Cheng is an external service provider to the Company and a
member of the Hong Kong Institute of Certified Public Accountants
(in compliance with Note 1 to Rule 3.28 of the Listing Rules). The
primary contact person between the Company and Mr. Cheng is
Mr. Fan Fugiang, an executive Director.

The Company Secretary reports to the Chairman and/or the Chief
Executive Officer. All members of the Board have access to the
advice and services of the Company Secretary. The appointment
and removal of the joint company secretaries or the Company
Secretary are subject to the Board’s approval.

EXELHRS

BHRER

~EEEHE(REERRREEEE
FIE)SAMEEK LRI —EH M
BRAM - BIUBRBRMRREE—
FEMBABERZEE REAEERE
B-FERER, 3 —HHEHEEEREM
HAERARERE WEFRHEERD) B
BEhARUAERZSARNEZEZE R
HENERAERMREAEENAES
HERE

HEAVMEEETR SEBERILEF]
BRI DR EE R HMERER
EERERBBEFHEESTHANERE
CEBRTR - FEETREFFNES
2R EHRERRBERSHBE I
HERFSHETHERER HMHERE
[E B R A R T o

NEWE

AABER_E—tF+—B_+—
HEEREZEAE (MRBA%E)) EEEA
Bl ZNBEME o

BAEEDEABZIIERFAE  BE
BESMAEEE BARENSLHR
AIE3.28FERBIZIRTE) « &NAEAE
HIEAEZTEBMBARETATANT
EFTEMREE

REWEREFE R, RITHEHER
EXEFANREBRNERRARAMEZE
BRI - ZEREBBEATME N
ARWMERHESGHE-

02555 Btk @E) sRaa 111



Corporate Governance Report
EEELRS

SHAREHOLDERS’ RIGHTS

Procedures for Putting Forward Proposals at
Shareholders’ Meetings

There are no provisions allowing Shareholders to make proposals
or make a motion at the annual general meetings under the
memorandum of association of the Company and the Articles
of Association (the “M&A”) or the laws of the Cayman Islands.
Shareholders who wish to make proposals or make a motion may,
however, convene an extraordinary general meeting (the “EGM”) in
accordance with the “Procedures for Shareholders to Convene an
EGM” set out below.

Procedures for Shareholders to Convene an EGM

Any one or more Shareholders holding at the date of deposit of
the requisition not less than ten percent of the paid-up capital of
the Company carrying the right of voting at general meetings of
the Company (the “Eligible Shareholder(s)”) shall at all times have
the right, by written requisition to require an EGM to be called by
the Board or the Company Secretary for the transaction of any
business specified in such requisition, including making proposals
or making a motion at the EGM.

Eligible Shareholders who wish to convene an EGM for the
purpose of making proposals or making a motion at the EGM
must deposit a written requisition (the “Requisition”) signed by
the Eligible Shareholder(s) concerned at the principal place of
business of the Company in Hong Kong (Room 828, 8/F, Topsalil
Plaza, 11 On Sum Street, Shatin, New Territories, Hong Kong) for
the attention of the Company Secretary and/or Directors of the
Company.

The Requisition must state clearly the name of the Eligible
Shareholder(s) concerned, his/her/their shareholding in the
Company, the reason(s) to convene an EGM and the proposed
agenda.
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The Company will check the Requisition and the identity and
shareholding of the Eligible Shareholder(s) will be verified with the
Company’s branch share registrar in Hong Kong. If the Requisition
is found to be proper and in order, the Company Secretary will ask
the Board to convene an EGM and/or include the proposal(s) made
or the resolution(s) proposed by the Eligible Shareholder(s) at the
EGM within 2 months after the deposit of the Requisition. On the
contrary, if the Requisition has been verified as not in order, the
Eligible Shareholder(s) concerned will be advised of the outcome
and accordingly, the Board will not call for an EGM and/or include
the proposal(s) made or the resolution(s) proposed by the Eligible
Shareholder(s) at the EGM.

If within 21 days of the deposit of the Requisition the Board fails
to proceed to convene such EGM, the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable
expenses incurred by the Eligible Shareholder(s) concerned as
a result of the failure of the Board to convene an EGM shall be
reimbursed to the Eligible Shareholder(s) by the Company.

Procedures for Shareholders to Send Enquires to the
Board

Shareholders may at any time send their enquiries and concerns
to the Board of the Company by addressing them to the principal
place of business of the Company, at Room 828, 8/F, Topsalil
Plaza, 11 On Sum Street, Shatin, New Territories, Hong Kong by
post or by email to Mr. Cheng Zhihua at tonycheng128@yahoo.
com.hk or investor relations department of the Company at
Qtech1478@qgtechsmartvision.com, for the attention of the
Company Secretary and/or the investor relations department.

Upon receipt of the enquiries, the Company Secretary and/or the
investor relations department will forward the communications
relating to:

1.  matters within the Directors’ purview to the executive
Directors of the Company;

2. matters within a Board committee’s area of responsibility to
the chairman of the appropriate committee; and

3. ordinary business matters, such as suggestions, enquiries
and customer complaints to the appropriate management of
the Company.
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DIVIDEND POLICY

The dividend policy of the Group had been disclosed in the
Prospectus dated 20 November 2014 of the Company.

The payment and the amount of any dividends, if paid, will depend
on the Company’s results of operations, cash flows, financial
condition, statutory and regulatory restrictions on the payment
of dividends by the Company, future prospects and other factors
that the Board may consider relevant. Holders of the Shares
will be entitled to receive such dividends pro rata according to
the amounts paid up or credited as paid up on the Shares. The
declaration, payment and amount of dividends will be subject to
discretion by the Board of the Company.

Dividends may be paid only out of the Company’s distributable
profits and/or reserves (including share premium account) as
permitted under the Memorandum and Articles of Association of
the Company and the Companies Law of the Cayman lIslands.
To the extent profits are distributed as dividends, such portion of
profits will not be available to be reinvested in operations of the
Company. There can be no assurance that the Company will be
able to declare or distribute any dividend in the amount set out in
any plan of the Board or at all. The dividend distribution record in
the past may not be used as a reference or basis to determine the
level of dividends that may be declared or paid by the Company in
the future.

COMMUNICATION WITH THE SHAREHOLDERS

The Company has adopted and amended the Shareholders’
communication policy on 6 December 2022 with the aim of
providing Shareholders and investors (including potential investors)
with equal and timely access to information about the Company,
in order to enable the Shareholders to exercise their rights in an
informed manner and to allow them to actively participate in the
affairs of the Company, where appropriate, and to facilitate the
effective communication between Shareholders and investors and
the Company.
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Information will be communicated to the Shareholders mainly
through the Company’s financial reports, AGMs and other general
meetings that may be convened as well as all the disclosures
submitted to the Stock Exchange. The Company has set up its
website, http://www.gtechsmartvision.com. Information disclosed
by the Company on the website of the Stock Exchange will also
be published on the Company’s website immediately. For further
details of the Shareholders’ communication policy, please refer to

the Company’s announcement dated 6 December 2022.

CONSTITUTIONAL DOCUMENTS

During the year, the Company amended its articles of association
(the “Articles”) to (i) reflect and align with the new requirements
under the amendments on the Listing Rules with effect from 1
January 2022; (i) reflect other relevant requirements of the Listing
Rules and company law of the Cayman Islands; and (i) make
other consequential, tidy-up and housekeeping amendments
In light of the

Proposed Amendments, the Company proposed to adopt a new

(Collectively, the “Proposed Amendments”).

set of amended and restated articles of association (the "Amended
and Restated Articles") in substitution for, and to the exclusion
of, the existing Articles. The proposed resolution in relation to
the Proposed Amendments and adoption of the Amended and
Restated Articles was duly passed as a special resolution of the
Company at the AGM held on 20 May 2022. The M&A and the
Amended and Restated Articles are available on the respective
websites of the Stock Exchange and the Company. For further
details, please refer to the Company's announcements dated 21
March 2022 and 20 May 2022.

Saved as disclosed above, there were no other changes in the
constitutional documents of the Company during the Year.
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Environmental, Social and Governance Report
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About this Report

This report is the seventh Environmental, Social and Governance
Report publicly released by Q Technology (Group) Company
Limited, which aims to disclose the relevant performance and
impact of the Group on environmental, social and governance
issues (“ESG”). For corporate governance, please refer to page 84
to 115 of this annual report.

The Board understands its responsibility of ensuring the integrity
of this report. This report discloses the performance and impact
of all material topics related to the Group and fairly illustrates
the performance of the Group on each topic. The Board has
reviewed this report and confirmed the accuracy, truthfulness and
completeness of its contents.

Reporting Guideline and Principles

This report has been prepared in accordance with the Appendix
27 “Environmental, Social and Governance Reporting Guide” to
the Listing Rules of the Hong Kong Stock Exchange and based
on the actual conditions of the Group. This report adheres to the
reporting principle of “Materiality”, “Quantitative”, “Balance” and
“Consistency” in presenting the changes in data in a way that
allows year-on-year comparison, which truly reflects the ESG
performance of the Group during the Reporting Period.

Reporting Boundary

The data collection of this report covers the production base and
the headquarters located in Kunshan, Jiangsu Province, China
which is the principal site of the Group’s major business activities.
After considering that the Group’s offices located in other places
such as Shenzhen, Chengdu, Taiwan and India, etc., which are of
supporting nature or with revenue accounting for less than fifteen
percent of the Group and their economic activities have no material
influence in social and environmental aspect, they are therefore not
included in the scope of this report.
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Reporting Period HREHA

The reporting period (the "Reporting Period") is the financial year ZARIRESH (TFREHF) A-ZE - —_F—H

from 1 January 2022 to 31 December 2022. B e S o= H
MEERE

Feedbacks ERREE

We are committed to disclosing comprehensive and accurate ESG  H I DN AN EHE FIREEZ2T R
information to our stakeholders and you are welcome to provide #FEHIESG(E 2 » B AR 412
opinions and advice on this report through the following contact =R EKEZF -BMEARWT .

methods:

Q Technology (Group) Company Limited B##E (EB) BRAF
Address: Room 828, 8/F, Topsalil Plaza, 11 On Sum Street, ik FEFRDBZOE119E
Sha Tin, New Territories, Hong Kong i B E 5815828 F
Email: gtech1478@qtechsmartvision.com B # : gtech1478@qgtechsmartvision.com
Website: http://www.gtechsmartvision.com #uk © http://www.gtechsmartvision.com
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Chairman’s Message
Dear stakeholders,

In 2022, the COVID-19 pandemic has affected economic and
social development to varying degrees and has had a huge impact
on the economy and people's livelihood. Coupled with geopolitics
and regional conflicts, the international situation has become
more complex and volatile. As one of the major intelligent vision
hardware solution companies, the Group, based in China and
facing the world, inevitably faces various challenges in its daily
operations. Fortunately, with open communication and deepening
cooperation among all stakeholders, the Group has been able to
rise to the challenge and achieve significant results in terms of
technology, customer and product deployment. While striving to
maximize profits and improve shareholder returns, we are actively
responding to the national call to further accelerate innovation and
optimize the energy structure, and work together with the country
to strive to peak out its carbon emissions by 2030 and achieve
carbon neutrality by 2060, and actively reviewing our performance
and improving policies on climate change, labor rights and
interests and anti-corruption issues to promote the mutually
sustainable development of both the enterprise and the society.

“Regarding environmental protection as our due
responsibilities”

Electricity is the most consumed energy in the production
of intelligent vision products, and is also the main source of
carbon emissions in the industry. During the Year, the Company
deeply explored its potential on energy saving, strengthened the
comprehensive utilization of resources, continued to promote the
transformation of frequency conversion motors, automatically
switch on/off the machines in the clean rooms according to the
season, changed the conventional lightings in the plant to energy-
saving LED lightings, and integrated air-compressed cooling
water systems, etc., and continued to promote the installation
of photovoltaic generators and solar water heaters in the living
area, to increase the proportion of renewable energy use, etc.,
contributing to the goal of further carbon neutrality.
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“Upholding striver spirit”

Employees are always the most important assets of an enterprise.
During the Year, we continued to increase resources for staff
training, such as continuing to promote the Eaglet Class training
program to strengthen the depth and intensity of training for
newcomers; encouraging knowledge inheritance by holding more
than 20 company-level knowledge sharing sessions and vigorously
launching special training on Six Sigma, in order to enhance
professional management knowledge. On the other hand, the
environmental safety department has strengthened occupational
safety and health training and preventive measures to minimize the
risk of occupational hazards to employees at work.

“Centring on customer experience”

During the Year, we insisted on implementing the development
blueprint as set out in the "Five-Year (2021-2025) Business
Development Strategic Plan of Q Technology (Group) Company
Limited". In the post-epidemic era, we will continue to grasp the
opportunities brought by the development of 5G, move forward
in the field of smartphone, smart vehicle and the 0T, proactively
enhance our ability building in optical designs, computational
imaging and system integration, make continuous progress in
product function, performance and size, provide quality services
to our customers, and strive to realize our vision of "to illuminate
machines".

High-quality suppliers were the key to ensuring the quality of
the products we provide. As always, we attached significant
importance to supplier management. In addition to the basic
qualifications and production capacity of suppliers, we also paid
attention to their performance at the ESG level, and strived to
maintain a stable and sustainable supply chain. On the other
hand, as our products emphasize innovation in structural design,
production process and material usage, we will continue to pay
more attention to the protection of intellectual property rights
to regulate patent application and management work, so as to
protect our employees' achievements in R&D and innovation on
the one hand, and prevent infringement and plagiarism on the
other.

IRIE - HERERHS
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We would like to express our sincere gratitude to all stakeholders
for their lasting affirmation and support. While developing our
business, we will strengthen our governance in the field of
sustainable development, and strive to create greater value for our
partners, customers, investors and other stakeholders.

He Ningning

Chairman of the Board and Executive Director
24 March 2023
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Sustainable Development Management
ESG Strategy

The Group adopts the sustainable development goals advocated
by the United Nations and formulated a sustainable development
strategy based on its own operating conditions, in order to make
contribution to facilitate the achievement of global sustainable

IRIE - HERERHS

ofFERREE
ESGEB&
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development targets. We identified three sustainable development & E A BB OIFEZEEE &
EERSEE LENKAIE R BE12
BETHENMEE  UKBZE16MF
FERERREBE RMIELEIFES
ERERNEKRKMANFEZEHRKE

development goals into the sustainable development strategy. Mo

goals with significant connection to the Group’s operation, namely
Goal 8 Decent Work and Economic Growth, Goal 12 Responsible
Consumption and Production and Goal 16 Peace, Justice
and Strong Institutions. We will incorporate these sustainable

SUSTAINABLE DEVELOPMENT GOALS
JFEEREER

SUSTAINABLE ™ s
DEVELOPMENT G‘QA\“ALS
GOOD HEALTH QUALITY GENDER
AND WELL-BEING EDUCATION EQUALITY

o

INDUSTRY, INNOVATION 10 REDUCED 11 SUSTAINABLE CITIES 1 2 RESPONSIBLE
AND INFRASTRUCTURE INEQUALITIES AND COMMUNITIES CONSUMPTION

- AND PRODUCTION
=) Eé_
& v ﬁ =2

13 foor 14 wovre 15 wimo 16 fosioe W 17 fvesons

~ INSTITUTIONS
5 ~ OH
) &~
=L 1 . —

NO ZERD
POVERTY HUNGER

fidil

AFFORDABLE AND
CLEAN ENERGY

CLEAN WATER
AND SANITATION

DECENT WORK AND
ECONOMIC GROWTH

o 4
~ 4 '

To establish a smooth communication
channel, provide a safe and decent
working environment and offer good
welfare package in order to achieve
mutual development with the staff
members

RIMGEBERE RHEE
BENIFERE MERFRE
MEG HETHEF HAXE

To persist in the requirement of integrity
in the course of cooperation with
customers and suppliers, and ensure
the product and service quality and
stable supplier management to actualise
a win-win situation
BERAREEESIEBRER
BRRZEZX 78 EmMR
BEEURBENHESRE
2> BRAR

To implement green procurement, ensure
the source of raw materials meeting
environmental protection requirements,
minimise the generation of hazardous
waste and ensure the compliance
treatment

BETHERE RERMERIR
RERFRER RO EREE
BEVMES URFRESHEE

The connection between the sustainable development strategy of the Company and
the sustainable development goals of United Nations
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ESG Governance Structure

The Board is responsible for the supervision of the Group’s ESG
work and assumes full responsibilities for the ESG reporting
work. The Group has established a cross-department ESG task
force which is responsible for reporting the Group’s relevant ESG
work performance to the Board on a regular basis and assisting
the Board in formulating the Group’s sustainable development
strategy, regularly reviewing ESG goals and monitoring significant
risks and opportunities.

The ESG task force members from various departments
including the process department, the finance department,
the administrative management department, the factory affairs
department, the human resources department, the procurement
centre, the marketing centre and quality assurance centre, are
responsible for monitoring the ESG indicators in relation to their

ESGERRIE

EXEg AR EAEEESGIRFEER"
HESGER T FEREEMEE -EH
R BEWMPINESCGIE/NE BaEHE
ST EHERFTERESCGHBITIFE
R W EEEFREEBNAFEER
BB ERRSIESGERUREEZEERX
JEL B B 14 4

ESGI RN ERERZE M5
MATHEES BB ATERS
RBEPO-EKMPL-HHERO-BE
PLOEZERBHF BEEREH
BRE R RMESGHER UMK EB IR E

e

roles and setting relevant goals.

The highest authority for ESG affairs

that is responsible for the overall
supervision and allocation of resources for
implementation of work required
ESGEEE=EERE BIT2ESESR
B U REBEMEIFREER

The overall work coordinating organisation
for ESG work which shall report the ESG
work performance to the Board and assist
the Board in formulating sustainable
development strategy and reviewing goals
ESGL{REREHAKE  RESGER
ESGIERIR > BBEEGFIE o A
BB Rt st B AR

Board

The departments of the ESG
task force members which are
responsible for implementing
the work requirements of the
Board on ESG affairs
ESGIfE/MVEAEEM &85
gg%%@%ﬁse%ﬁﬁ’ﬂﬂ’ﬁ

The ESG work responsibility of
each department

Organizing the
ESG information

Responsible for
environmental

A PFIMESCITERE collection and management
reporting work and
HEESGE B reporting
ERER BEREEET
1ERER
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Responsible for
talent recruitment,
training development,
community
participation and
jointly managing
occupational health
and safety with
the administration
department
BEAABEE
BRMHERAS
B I AT B E
BEBERREAZS

Responsible for
supply chain
management,

product responsibility

affairs and the
establishment of
integrity business
model with

cooperation partners

BEUEEEERE

mEEEE LES

EBHEILRZHEE

B

Responsible for
jointly establishing a
process system that

meets international
or national
standards with
other departments
and supervising the
implementation
BEEXBAIME
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Under the coordination by the finance department, the ESG task
force collects and consolidates the information that requires to
be disclosed on a yearly basis and reports to the Board in form
of reports. The Board will, constantly, review the Group’s relevant
ESG work and performance, and the reports periodically submitted
by the ESG task force and supervise the effective implementation
of sustainable development strategies and ensure the consistent of
the ESG strategy with the Company’s operation strategy.

Establishment and Review of ESG Goals

Each department of the ESG task force shall set up supervision
indicators and goals addressing the issues they are in charge
of. The process department and the relevant departments will
regularly review the achievement of goals. The ESG task force of
the Group has been regularly reviewing the goals concerning the
environment, safety, supply chain and product, and periodically
reporting to the Board the progress and achievement of goals.

Environmental indicator Safety indicator

Supply chain indicator

IRIE - HERERHS
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Product indicator

RIGIE1E ZE2IEE HREESIE EmisiE
Electricity Number of chemical , | :
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Number of fire
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~ per product _ ROIRR Number of on-site \ Patents
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Paper consumption
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Wastewater
discharge

)%er month
BEKBERE

Passing rate of
the Three Wastes
inspection
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The ESG performance supervision indicators of Q Technology
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ESG Risk Management

The Group regards ESG as an important part of facilitating the
implementation of development strategy and it is committed to
creating value for all stakeholders. ESG task force organises
communication with stakeholders regularly, including employees,
customers, investors and suppliers, to sum up their opinions on
ESG issues which have significant impact on the Group, and
identifies relevant ESG risks based on the relevant ESG risk
evaluation results from all departments.

In accordance with the requirements of the relevant ESG issue
management system, all departments regularly carry out work
evaluation, including supply risk management, talent appraisal
and environment target assessment. In consolidation of internal
assessment results and external communication feedbacks, the
Group endeavours to lower the ESG risks and capture relevant
opportunities.

Through a 4-step procedure, namely identification, prioritisation,
validation and review, the Group identified important issues which
were closely related to the daily operation of the Group and highly
concerned by the stakeholders, and thereby prioritising actions to
meet the needs of all parties.
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Prioritisation e

71353

Validation

B

Review °

B

Invite stakeholders and management of the Group to participate in online questionnaires
and collect the materiality scores they give on potential material topics

BEMNGEEASREEEEESRR RS WEARN BEEEMZENEZLT D

Arrange the sequence according to two dimensions, namely "the significance of
economic, environmental and social impacts" and "the impact on stakeholders’
assessment and decision making", and draw a materiality matrix

BREMEE - RENTERENETEN KB DB A TENRRNT B I WEEETT
BroauEEMER

e Management of the Group verified and confirmed the material topics of the Group to be

mainly disclosed in the report
RAEEEEEEZ BIAACEENEEMZE W HREHELKE

Review the processes of assessing the material topics and identify areas for improvement
BRBE M EET EERE  HNEEE

Materiality assessment process
AT BIE

We sequenced the potential material topics according to the HKFIREBEFN mHEHIAREEEEES
scores given by the stakeholders and the management of the BHEEEMZEMNTIDERETER
Group. The 7 topics at level 1 were the material topics of the IR B — RN 7EZEAELXEENE
Group which had substantial impact on both or either the Group B4 ZE > ELEFZEHKER KH @18
or the stakeholders. The materiality assessment results were RIS EHF HHFEP—FEEEEMF
reviewed and approved by the management of the Group. - AEREEEEEZIBABILERE

BMZEETLER
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Level 1 8—ER
e Ensure product and service

g quality
g REERKRBES
£ e Anti-corruption
3 REE
S e Customer satisfaction
o ¥ FR MR
© e e Customer privacy protection
S B ERERE
2w e Supply chain management
£ B 1 48 5 T
= f'f_[? e Intellectual property
5] = protection
g M E RS
5 m Level 3 e Occupational safety and
§ %%11 RZER health
o WERLERE
o™  Level 4
S  EHmEX
8
;‘)’ Impact on stakeholders’ assessment and decision making
HH) B R G S AN RN R 2
Level 2 E_BR Level 3 BE= R Level 4 EME R
e Customer/user health and e Green procurement e Exhaust gas management and
safety AREIRE emission reduction
ER/BEREHEZR e Hazardous waste BEREERRE
e Employee communication management and e \Wastewater discharge and
channels emission reduction reduction
BIEBRE &l R =Y B 1B KRBk 75 IK BET R Rk
e Staff retention and benefits e Packaging material e Ecology protection
BT#®Br@EA conservation L REREE
e Community investment BEYRFE B e Water resources management
HERE e Energy management and and conservation
e Staff training and promotion conservation IKEREBERELN
BT EIIREF SR B IEREA e General waste management
e Employee diversity e Human rights and emission reduction
BI%nit N —REEYEIE KRB
e Child labour and forced e Anti-discrimination
labour prevention measures & 58
BT KsRilss TIEFL TS it e Social investment
HERE
e Response to climate change
FEH RIBEEE

Materiality matrix

EEMERE
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[ol B8 E 14 % RE

Material Topics

BHM4ZE

The Group’s Actions in 2022
SEF S _FEMNTE

Corresponding
Sections

Ensuring product
and service
quality

b R B n R AR 75

B8

Analysing the technical capability of satisfying contracts and
orders
7 Hr v B B[R 30 5] B Y B 1T 58

Carrying out product quality inspection on raw materials,
production process, product finishing process and shipment
process

HEME - HEBE -HRERE -LE8RETEREERR

Performing static prevention at anti-static areas and
inspecting the workplace regularly
KRB ELFeMrFENEEH I TRk I(FR

Providing employees with static prevention training
HETETHFEMEEI

Quality Assurance

BERE

Anti-corruption

R&&E

Prohibiting direct or indirect solicitation or maintenance of
business relationships by way of bribery or rebate
B ERE - EINEL X BEE R AR RN R E SRR

Prohibiting employees from abusing their job positions to
obtain or illegally accepting properties

BREBTAARS 2 ERWIIFERZ Y

Eliminating the undesirable phenomenon of appointment by
favouritism

HEEAMRNTRER

Encouraging the report of corruption
HEEREBETR

Regularly organising training and promotion of business ethics
for all employees
EHMERETIHEREEETIEIKREEEH

Building Integrity
BEER

Customer
satisfaction

BERMEE

Promptly negotiating with clients and implementing measures
such as product exchange or repair, etc. if defective product
is found after delivery to the market
RNTHEERITEEE KFEZFHE REUAE - EE

FIE

Promptly making confirmation and carrying out counter
measures after receiving complaints from customers

BEEZEFRFERR  RIFHE I RKEE LSBT

Addressing client complaints and formulating short-term and
long-term improvement measures to fundamentally improve
customer service

HERRRFES GIERARRANSER ERA L=
=P R

Quality Assurance

BERE
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Material Topics

HEMZE

The Group’s Actions in 2022
REBR T - _FWITH

Corresponding
Sections

HESHE

Customer privacy
protection

ZRILEIRE

Maintaining the ISO/IEC27001:2013 information security
management system certification
HEEERZRE2EEAISO/IEC27001:2013:3 5%

Evaluating information risk and determining responsible
department, method and time for risk handling
FEERERR HERERESENP S 5ERERE

Providing employees with information security training
HETESERZ2EI

Arranging security inspections, installing surveillance
equipment and access control permissions for the entrances
and exits of the production area
TEREHOZHREZZ ZREE ELFIRFIRER

Information
Security
BEELE

Supply chain
management

HEEEEE

Carrying out information collection and on-site investigation on
new suppliers and requiring suppliers to perform self-assessment
HTHEREHETERRERRSZZ U ERBEEETET

Performing quarterly and annual review on qualified suppliers, as
well as unscheduled unannounced audits
HEREEEMETEZSERFESZ LETHAEREREEZ

Adopting “Corporate Social Responsibility Agreement” and
“Supplier Management on Environmental Material Agreement” with
suppliers

HHEREE(RELTETHE) RIRERIRRYEEER

#)

All suppliers are required to conduct annual self-inspection

EXRFEHEBFEEEBR

Supplier
Management

HEmERE

Intellectual
property
protection

R E R fRE

Preventing infringement of third-party patent by looking up existing
technologies on searching platform

BRBRTASEHAERNRARM  HLEELEMMAEFR

Engaging patent firms to assist in screening to ensure no
infringement risk

BN EBABYERES  BETIREEEAR

Offering invention rewards to patent inventors

HEFEEANRHEREREBDS

R&D Innovation
it 22 Bl
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Material Topics

B

The Group’s Actions in 2022 Sections
FEB-TEZ-FHTEH HESH

Corresponding

Occupational
safety and health
HEZ2ERRE

Maintaining OSHAS18001 Safety Certificate, Production Safety
Standardisation Level 3 Enterprise Certificate and Compliance
Certificate of Production Safety

FHBOSHAS18001 2 Z 2B E - R L EREL=REXFZE
LZREETIEEH

Carrying out potential hazard inspection and performing
rectification on the potential hazard identified
EITREBEE  HHR LR R ETEN

Carrying out stringent management over procurement, storage
and stock-out process of chemicals
HIEE2RRE B - HEZERETHRREIE

Emergency drills are conducted several times throughout the
Year, including fire evacuation drills, chemical leakage emergency
drills, construction safety emergency drills, and hazardous waste
leakage emergency drills, etc.

SEEETZARZED 8 HNRMEE  L2RBRRE
EE MIZERIEERBERREZEESE

Displaying safety risk notice and sign at places where risk exists g;f?pzti%nal At
i % 1 N em o i A 4] 2 ety an e
RAERBHM SR EZ S RS HEH 2 22 2 51 8
For chemicals, formulate "Education and Training on Key
Controlled Chemicals", "Specifications for the Storage and Use

of Hazardous Chemicals" and "Specifications for the Use of
Precursor and Explosive Chemicals" and other education and
training materials

HEME2REE(ERERCERAFHEIN (EREERT
REREAERRB)R(ZHNEZFRCE2RERRB) FHEE
BllEe%)

Providing health check for new employees or existing employees
facing occupational hazard
MBI EEBXEENTERE TESTHERRER

Establishing an emergency response team for pandemic
prevention and control, and ensuring the safety and health of
employees by clarifying the pandemic prevention responsibilities
of each department, monitoring employee health data, and
disseminating epidemic prevention knowledge
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I. Environmental Management —. IRIEER

The Group endeavours to minimise the impact on the
environment through measures including optimised emission
management, risk sources monitoring and resources
conservation. The Group is certified with Environmental
Management System 1SO14001, Energy Management
System ISO50001 and Greenhouse Gas Management System
ISO14064, and the Group has formulated a “Management
Manual” which specified the responsibilities of each
department. The general manager guides the organisation of
environmental, safety management, energy and carbon peak
and neutrality system and allocates manpower, equipment,
technology and other resources from each department to
implement the internal environmental and energy approach
and goals. At the same time, the Group has adopted a series
of environmental risk source monitoring measures, mainly
including setting up monitoring systems in major production
sections and key risk sources, setting up flammable gas
alarms in chemical warehouses, establishing a plant-wide
inspection system for major risk sources, and placing signs
of emergency response measures in the workshops and key
positions of each section.

The Group actively responded to the national call to further
accelerate innovation, optimize the energy structure, and
assist China in striving to peak out its carbon emissions by
2030 and achieve carbon neutrality by 2060. In order to
further optimize the energy structure, based on the principles
of "deep mutual trust, strategic synergy, complementary
advantages and win-win cooperation", the Group cooperates
with Kunshan Power Supply Branch of State Grid Jiangsu
Electric Power Co., LTD and State Grid Suzhou Integrated
Energy Service Co., LTD to develop energy-saving solutions
in its daily operations, such as the production stage, working
environment, and employee commuting, in order to achieve
electricity and cost savings, thereby reducing emissions in
the long run. Meanwhile, we have been tracking the Group’s
greenhouse gas emissions for years, and have gradually
set reduction targets of greenhouse gas emission, in a
bid to reduce our carbon footprint by saving electricity.
As a company listed on the Hong Kong Stock Exchange,
the Group has calculated and monitored the total annual
greenhouse gas emissions and product-based density in
accordance with the reporting guidelines for environmental
key performance indicators in the "Environmental, Social
and Governance Report" since 2020, and formulated the
Group's emission reduction target: to reduce, by 2030 (the
target year), carbon emissions per unit of sales volume by
10% compared to 2021 (the base year) mainly through the
reduction of electricity consumption.
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During the Year, the Group was not aware of any non-
compliance of relevant laws and regulations that have a
significant impact on the Group relating to exhaust and
greenhouse gas emissions, discharges into water and land,
and generation of hazardous or non-hazardous waste.

Resources Consumption

Energy

During the Year, the total energy consumption of the Group
was approximately 707,623 GJ and energy consumption
density was approximately 1.3 GJ per thousand of products
sales. Electricity was the major energy consumption of the
Group’s business, which was used for the operation of
production plants and office equipment. During the Year,
we have consumed approximately 196,121,853 kWh of
electricity in total, representing a decrease of approximately
14.9% as compared to that of last year. We also consumed
approximately 49,721 litres gasoline and 4,756 litres of
diesel fuel for vehicle transportation and approximately 2,412
litres of diesel fuel for the temporary power supply during
the suspension of high voltage power distribution room for
maintenance.

The manufacturing of precision components has a relatively
high requirement on the production site, such as powerful
air-conditioning and ventilation system in the clean rooms.
As such, the Group proactively adopts various energy-
saving measures to enhance energy efficiency and reduce
the energy consumption in its operation. In 2022, the Group
deeply explored its potential on energy saving, strengthened
the comprehensive utilization of resources, continued to
promote the transformation of frequency conversion motors,
automatically switch on/off the machines in the clean rooms
according to the season, and changed the conventional
lightings in the plant to energy-saving LED lightings, and
integrated air-compressed cooling water systems, etc. to
reduce waste of electricity through management means,
and continued to promote the installation of photovoltaic
generators and solar water heaters in the living area, to
increase the proportion of renewable energy use.
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The use of fuel for the Group’s vehicles, as well as the use
of liquefied petroleum gas and diesel in factories, produced
Scope 1 (direct emissions) greenhouse gas emission, which
during the Year was approximately 132 tonnes of carbon
dioxide equivalent. The source of Scope 2 (indirect emissions)
was purchased electricity, which emitted approximately
119,654 tonnes of carbon dioxide equivalent. The total
emissions during the Year were approximately 119,786
tonnes of carbon dioxide equivalent, and the emission density
was approximately 0.23 tonnes of carbon dioxide equivalent
per thousand of products sales.

Water resources

The major usages of water resources of the Group were
water for production, domestic water, greening and
replenishment of cooling tower, water screens and water for
spray tower. During the Year, we consumed approximately
1,768,395 m® of municipal water, representing a decrease
of 5.1% as compared to that of last year, while the total
water consumption density was approximately 3.33 m® per
thousand of products sales, representing a year-on-year
increase of 6.1%. There were no issues in sourcing water that
is fit for purpose during the Year.

The factory affairs department recorded and analysed the
production and domestic water consumption and regularly
inspected the water pipe equipment to prevent water leakage.
We reused the wastewater generated from production in
the flushing system in toilets in replace of fresh water. The
Group is committed to reusing waste water to preserve water
resources, and at the same time, minimising the harm of
waste water to the ecological environment, in order to ensure
the appropriate balance of economic development, social
responsibility and ecological conservation.
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Ill. Emission Monitoring and Control

The Group strictly monitors and controls the emission of the
wastewater, exhaust gas and waste (the "Three Wastes")
and generation of noise and ensures that the emission is in
compliance with the requirement of statutory standards. We
have set up emission targets for wastewater, exhaust gas and
noise and commissioned professional third-party institutions
for environmental inspection, achieving 100% complied
emission during the Year and 100% passing rate of the Three
Wastes inspection.

Waste

During the daily production, the Group established
the Management Regulation for Waste Chemicals and
Materials which stipulated the classification, collection and
treatment procedure of hazardous wastes of all production
departments. Hazardous waste was required to be stored
in specific containers and shall be processed by third-
party institutions recognised by the government, which
shall be engaged by the administration department. The
relevant records shall be regularly reported on the official
website of the local environmental authority of the place
where the production base was located. During the Year, the
Group transferred approximately 415 tonnes of hazardous
waste to qualified third-party institutions, with a density of
approximately 0.78 kg per thousand of products sales.

During the Year, the Group generated approximately 1,270
tonnes of non-hazardous waste in aggregate, with a
density of approximately 2.39 kg per thousand of products
sales, among which approximately 425 tonnes of the non-
hazardous waste was domestic waste, and the rest was
industrial waste (construction waste and packaging materials).
Before executing contracts with contractors, we required
them to provide documents such as Treatment of Waste
Regulations ((EEZEYEEIBIEZEM L)) and Environmental
Guidelines ((FR1Z 5 %)), to ensure that they duly processed
construction waste. Non-hazardous waste including domestic
waste and packaging materials shall be classified and stored
and shall then be handled by professional institutions.
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Wastewater

The Group formulated a wastewater management procedure
and handled industrial wastewater from factory area and
domestic wastewater in staff dormitory separately, in order
to ensure the wastewater discharge was in compliance with
the relevant standards. There are respective wastewater
pipes and rain water pipes in the factories. The domestic
wastewater shall be discharged to municipal wastewater pipe
network after processing in septic tanks. Factory workers
inspected the wastewater treatment system every day and
recorded the data of wastewater discharge and reported
it to the local work safety and environmental protection
department for filing on a monthly basis. During the Year,
the Group discharged a total of approximately 54,249 cubic
metres of wastewater.

We established an industrial wastewater recycle system
pursuant to the Wastewater Recycling System Management
Regulation ((EE/KEIARMAEIEH L)), which filtered the
wastewater used for cleaning camera products and it would
be recycled for the use in production line in order to reduce
consumption of water resources. We continuously used
the system of water reclamation and water conservation.
The remaining wastewater reached the Class | Standard
of Integrated Wastewater Discharge Standard ({35 7K%z
SHEMIZE)) (GB8978-1996), it would be discharged to
the wastewater treatment plant for treatment together with
domestic wastewater through the municipal sewage pipe
network.
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Exhaust gas EE R

During the Year, the industrial production and combustion FRC AEEBRIEELEERAHE
of gasoline for vehicles by the Group emitted a total of MIEEHERA210.6 A FRE1LY
approximately 210.6 kg of nitrogen oxide (NOx), 91.3 kg of (NOx)~91.3A & 1E¥(SOx) M
sulphur oxide (SOx), and 1,164.7 kg of particulate matter 1,164.7'A B E FBRL(PM) > B9
(PM). We encouraged employees to use public transports BMEIREAHERBEBIAEFGUESR
or ride on bikes and regularly inspected company vehicles KT TERBE A EE ER
to ensure the exhaust gas emission was in compliance with ERIEBRHEEE-HHEETLR
the standards. With regard to the exhaust gas generated in PEANER RMEBE—ZR25E
the production process, we controlled the emission through FERE TSI BE R BB HIRIEHI R
a series of corresponding measures in order to reduce the Zo

impact on the environment.

Exhaust gas emission procedure Treatment method

BERHFR T BRIEAS X

Emission through 15m-tall emission pipes after filtering
with activated charcoal filter pads
LUE M IR IRERE R 1K SR E RN

Tin-containing exhaust gas in wielding process

IRHIBREEEN S HEER

Organic exhaust gas generated in the course of Emission through two 15m-tall emission pipes after
spray-painting, drying, washing spray guns filtering with high-efficiency filter pads and reprocessing

RIEZR N E B RERSBREEENARER KSR BRRME  BRERCRIGKSHFBREIIK

Exhaust ted from th busti f
xnaust gas generated from the combustion o Emission through the chimney of the oxidiser

BBRACIERER B

liquefied petroleum gas in regenerative thermal oxidiser
RERARCBERERCEHRELER

Organic waste generated from Emission through 15m emission pipes after processing
the use of resin dispenser with activated charcoal and catalytic combustion
FEREMBELENERER RIBE M R R B WRIR R IR &1 SR B HEK

Exhaust gas not collected in the course of wiping,
spray-painting and washing spray guns

POEBENRR B RER S BIERERERER

Exhaust gas treatment measures
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Noise

Noise pollution would be generated when the equipment of
the Group is in operation. In order to minimise the impact on
the employees and nearby residents, the Noise Management
Regulation (([£Z &EI2M%)) was formulated and a special
department was established by the Group to manage the
relevant matters. We introduced advanced noise prevention
and control technologies and used low-noise equipment
whenever possible. Indoor noise elimination treatment was
conducted in factories with loud noise generation and the
greening in factory area was enhanced to augment the sound
absorbing effect. These measures could effectively lower the
noise by about 15-30 decibel.

Plant expansion project

During the Year, the Group continued to carry out the
reconstruction and expansion project of the phase Il
production base located on Gucheng Road. When
conducting the environmental impact assessment, the Group
engaged a professional third-party institution to set targets for
greenhouse gas, waste water, waste gas, noise, hazardous
and non-hazardous waste, etc., in order to comply with
the standards set by the national environmental protection
laws and policies. The monitoring targets covering the
emissions, concentration and PH value of air pollutants and
water pollutants were set to ensure that our emissions are in
compliance with the relevant standards.
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IV. Response to Environmental Emergency

Incident

In order to ensure that the Group can maintain normal
operation in the event of material natural disaster, post-
disaster emergency team shall commence recovery work
in accordance with the Post-disaster Recovery Work
Regulation (($BER(EEFRE)) under the guidance of
the General Manager's office. The factory affairs department
is responsible for the procurement of power facilities and
special equipment within three months to allow the factory to
resume production, while the administration department shall
arrange employees to work at other subsidiaries temporarily
and approach construction engineering department in order
to minimise the impact of the disaster. Apart from emergency
incidents caused by natural disaster, we also formulated
emergency plans to tackle the leakage accidents in the
storage and use of dangerous chemicals for production.

Precaution Emergency measures
FaRsiE FE = ¥E Tt
Possession of fire equipment e Prompt shift from normal

and first-aid kits
B H b e =2 % 15

system to emergency
management system

production management

Regular emergency drill and
analysis and rectification of
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HMAEREERR
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Post-accident handling
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e Scene clean-up and
equipment repair
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* |nvestigation in cause of
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existing problems BEFHERE
ERRETIEZIES > DITEAE e Cut-off of leakage source,
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V. Talent Management

Adhering to the recruitment principle of “open recruitment,
fair competition, just assessment, merit-based recruitment”,
the Group recruits talents from various channels such as on-
campus recruitment, labour market recruitment and factory
recruitment. We believe that "people are the goal", and
that only by respecting and developing each individual and
maximizing their value, can we achieve a win-win situation
for both the individuals and the company. The Group's
development of human resources has always focused
on two goals: maximizing personal value and maximizing
corporate value. We applied different recruitment methods in
a flexible manner, including on-campus recruitment, internal
recommendation, open recruitment and other means as well
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As of 31 December 2022, the Group had a total of 7,780
employees (including staff under labour service agreements
and internship agreements). The male and female employees
proportion was approximately 74:26 and the management
accounted for approximately 9.0% of the total number of
employees. With regard to the age profile, employees aged
below 30 accounted for approximately 65.5% whereas
employees aged 30 and above accounted for approximately
34.5%. In terms of education background, employees holding
university degrees or above accounted for approximately
18.3%.

The Group prohibits the involvement of any discrimination
based on race, social status, religion, gender, etc. in the
recruitment, remuneration and promotion affairs and strictly
complies with the relevant laws and regulations. The Group
has formulated and continuously used relevant labour
policies, including the Freedom of Association and Collective
Bargaining Management Procedure ({45t B R ER2s8H)
EIERI)), the Employee Complaint Management System
(BT HRFREEH|E)), etc. to further protect employee’s
freedom and rights and clarify the channels for complaints
in case of incidents. During the Year, the Company held the
fifth employee representatives congress, and the employee
representatives voted on the contents of the Employee
Handbook to encourage employees to participate in more
company affairs and enhance their sense of engagement.
During the Year, the Group was not aware of any non-
compliance of relevant laws and regulations that have a
significant impact on the Group relating to compensation
and dismissal, recruitment and promotion, working hours,
rest periods, equal opportunity, anti-discrimination and other
benefits and welfare.
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VI.

Remuneration and Benefits

The Group safeguards the employees’ reasonable level of
salary and various benefits pursuant to the requirements.
We provided employees with a salary level which shall not
be lower than the minimum wage standards as required
by the local labour authority and shall cover or exceed the
basic needs of an employee. We encourage employees to
enhance work-hour utilisation rate and impose strict control
over overtime work and provide overtime reimbursement
in form of compensation leave or overtime fees. In addition
to basic salary, we also provide performance bonus, year-
end bonus, cash rewards and other rewards and benefits
for employees. The Group currently continuously uses the
Qualification Management System (({EEEREEFIE)),
the Management Measures for the Qualification Certification
Committee ((EBEBERIBZEGEEM L)), the
Personnel Change Management System ((AZ=EEHEIEH
FE)), the Cadre Management System ({2 EIEHIE)) and
the Salary Management Regulation ((3t&&BH#E%)), etc.,
so as to ensure that employees are offered the best material
rewards in the industry based on their abilities and efforts.

Child and Forced Labour Management

The Group forbids the employment of child labour under
the age of 16 and forced labour and the Administration
Measures on Child Labor and Underage Labor ((ZET &k
A TEEYE%)) and other institutional documents were
formulated. By performing face recognition on candidates,
we verify consistency of their identity cards and themselves
and confirm whether they are of suitable employment age.
In the event of discovery of child labour, we would stop
the work immediately, and the department where the child
labour occurred would be directly responsible for ensuring
the safety of the employee, and ensuring that the child would
not be threatened or retaliated until the child is escorted
home or picked up by the guardian. The Group would
provide the child with physical or mental health support,
including psychological counselling, health check-ups, etc.,
based on the actual situation, and would bear all medical
and living expenses during the treatment period. When the
child reaches the legal age for employment, the Group would
consider prioritizing his/her employment, arrange jobs of the
original positions or better, and carry out related retrospective
management. Through a series of measures, his/her safety,
health and educational development would be ensured.
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In order to ensure that the employees can work in a peaceful
and willing environment, we prohibited forced labour and
checked in every internal inspection whether there was forced
labouring. If an employee experience forced labouring, he/
she can report such event verbally or in written form to the
representative of labour union or through the opinion box
pursuant to the Employee Complaint Management System
(EIHRFEEFIE)). Once it is verified, the labour union
representative and the forced labour can report to the public
security bureau.

During the Year, the Group was not aware of any non-
compliance of relevant laws and regulations that have a
significant impact on the Group relating to prevention of child
and forced labour and there was no case related to child and
forced labour.

Employee Communication

The Group attaches high importance to the opinions of
employees and strived to establish a comprehensive
employee communication platform. Employees can
give feedbacks and consult advices through various
communication channels such as opinion box, WeChat,
“Sunshine Station”, complaint hotline and mailbox, talks, etc.
Among which, by virtue of the face-to-face communication
feature, “Sunshine Station” has become the first-choice
channel of the employees to give feedbacks and suggestions.
By visiting “Sunshine Station” directly, employees can
provide opinions of improvement in respect of canteen,
catered meals, accommodation, etc., or have mental health
consultation.

We also provided employees with large staff activity centres
and held diversified cultural and sports events, such as
company trip, club activity, birthday party etc., in order to
provide employees with internal communication opportunities
and help them achieve better work-life balance, thereby
allowing them to also obtain the return of achieving industry-
leading level in spiritual aspect.
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VIl. Training and Development

Adhering to the core value of “upholding striver spirit”,
the Group is committed to providing employees with skill
enhancement and career development opportunities in order
to augment the work satisfaction of the employees and
actualise their personal values. During the Year, the Group
implemented the Cadre Management System ((# 28 & 2

E ), which provides measurable

standards and basis for

management processes such as the selection, appointment,
evaluation, assessment, motivation, development, rotation,
and reserve of cadres, to ensure the fairness and impartiality
of the process and results. The system helps the cadres
identify the career development channel and leads them to
learn things actively under qualification standard requirements
and achieve self-growth, thereby improving the quality of the
Company's talents, expanding the Company's talent pool and
promoting the optimisation of the Company's talent structure.

Talent Cultivation

The Group established a comprehensive pre-employment and
on-the-job training system to facilitate the learning and growth
of the employees and the establishment of talent team. For
new recruits, we provide induction training and provide work
licence training or mentorship training based on the features
of the positions. The eligibility of induction is subject to the

assessment of training.

€. 15EI %R
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Induction training Work licence training Mentorship training
A B g g EN S Em & 35 3

Trainings are provided to the
employees in respect of the
corporate system, culture,
occupational safety, etc.

and there are corresponding
assessments

REEFE - -BELZE2ZE
FEH B TETEN WA E
FEE 1%

The production line workers shall
have work licence training and
those who pass the assessment
can obtain a work licence
TEFETHRET LEZEI
BREZNBE TP ERS LrEE

Pre-employment training
1 B 15 &l
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Office worker on probation

shall have mentorship training
and can only become a regular
employee after passing various
assessments including regular
staff Q&A, assessment by
relevant department and mentor
assessment
BEREHARNNAEE THES
BERIE BTHBEBES
P MERBAE R EMERE
ZIREZA P IERNEIE
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In order to enhance the professional capability of the
employees and help them accumulate experience, we
established company-level and department-level training
programmes, and the human resources department is
responsible for the supervision over the implementation of
trainings at department level. We understand the employee
training demand and the talent weakness faced by the
Group by conducting research, and assist the departments
to provide targeted trainings. During the Year, the Group
provided a number of key training programs for its employees,
including: 1) Eaglet Class training program, offering
induction training, in-workshop training, mentor-led training,
professional quality improvement training, regularization
defense, and exceptional promotion for new employees, a
total of 94 trainees completed the training and assessment
and graduated successfully; 2) Grass -roots level cadre
training program, offering executive ability enhancement
training, a total of 37 cadres participated in the training for
half a year, including 6 management courses and 1 executive
dialogue; 3) Six Sigma training, 11 sessions were carried out
in all, with a total of 84 participants.

With the continuous development of the Company, it is
necessary to promote internal leading talents to ‘“internal
trainers" to impart important work-related knowledge
internally and share their experience. In 2022, a total of 22
company-level knowledge sharing sessions were completed.
Experts from different departments with different professional
backgrounds brought wonderful sharing in different fields to
employees.
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During the Year, the Group continuously used “Q Tech Micro
Cloud School (B8t ZE %) ", an online platform for internal
knowledge sharing, to train all business-related employees.
The platform allows 3,000 students to study online at the
same time. The main features of the platform are as follows:

Diverse learning application scenarios. The students can
experience a variety of learning forms, including online
learning, online examinations, O20 hybrid training mode,
OJT tutoring mode, and contests, etc;

There are a total of more than 3,000 online courses, the
content of which covers management, sales, service,
human resources, finance, workplace literacy and other
module content. The employees of the Group are also
allowed to freely upload and share knowledge;

The learning platform has a unique talent development
module, and the qualification standards and the path
map of learning and growth related to the positions are
available for inspection;

Management are able to instantly understand the
learning status of the students through the big data
of the platform, and master the real-time and dynamic
growth profiles of students.
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e To provide knowledge and skill trainings corresponding to the
characteristic of each position, enhancing employee competence

S S E B AR IR AR BRI RIS « AT 1R B TAVERAE

N

e To share working experience by senior employees related to work
challenges and typical cases at work, which would become internal
resources
BRETEBOFT L FHEM TFABMNBRERG - B ITELRS =

< BHMET > FRABER

e Various training methods such as internal trainer system, experience

sharing meeting, corporate quality and culture promotion seminar, etc.

R EREADZE EEMEAXEEHEESBEIITR

On-the-job training
7 15 5

By establishing a closed-loop procedure of “Talent Appraisal AEBBBRIMATBE-ENE

— Performance and Effectiveness Verification — Assessment
and Training”, the Group identified internal talents with high
potentials and provided them with development opportunities.

To satisfy business development needs, the Group
established dual-path career development, providing the
employees with two major career development paths, i.e.
management type and professional or technical type. We
respect the employees’ decision of career development and
the employees can choose their own career development
direction and decide to pursue promotion vertically in the
same path or switch to another based on their own strengths,
professional interests and the development plan of the Group.
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Senior
Manager
ARSI

Manager
&xI1g
Deputy Manager
EFESEE
Supervisor
FE

Management
type path
EiEfamE

Engineer TA2HM
Assistant Engineer B2 T 2 A

Dual-path career development

L5 E K EEE

VIll. Occupational Safety and Health

The Group cares about occupational safety and health of
employees and has strictly complied with relevant laws and
regulations. The Group has established a comprehensive
occupational health and safety system to prevent accident
and strived for providing a safe and healthy working
environment for employees. Currently, we have received
the OSHAS18001 certification, the certificate on lll-grade
enterprise of work safety standardisation and the compliance
certificate in terms of work safety. During the Year, the
Group was not aware of any violation of relevant laws and
regulations that have a significant impact on the Group
on providing a safe working environment and protecting
employees from occupational hazards.
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Expert
TR

Specialist
X

Chief Engineer
FETZEM

Experienced Senior Engineer

ERSMRITIZED

Professional/
technical type path
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Create Safe Production Environment

During production, employees face two major safety risks
of flammable and explosive as well as mechanical injury. To
create a safe and healthy production environment, the Group
has established a series of policies on safe production, which
focused on identified significant sources of risks, determined
control procedures such as target setting, management plan,
contingency plan and response. Through comprehensive
corporate safety risk assessment on factories including
production areas, employees living areas and public areas, we
have formed a “List of Company Safety Risks” to analyse all
kinds of risks. We used the information from the assessment
to further improve safe production standards and system and
optimise management and control measures. In addition,
adhering to the safety work policy of “Safety and Prevention
First”, we inspect daily production and system operation
regularly to eliminate existing or potential safety risks. The
number and rate of work-related fatalities in each of the past
three years (including the Year) is zero. During the Year, the
Group established and achieved the goal of zero fire and zero
chemical leakage.
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Chemicals management
fEEmER

Fully consider storage space
during procurement, understand
conditions of safe storage,
production period and storage
period
RERTDZRERER T
EERENEH-EERK
B REHAR

Sealed storage, separate
storage, clear labelling
BHAEM DHEER - RHER

Safety risk signs
Z2ERESMIRH

Fully consider storage space
during procurement, understand
conditions of safe storage,
production period and storage
period
RERZDEREREBE T
REZ2RNRG -EERK
B EHAR

Sealed storage, separate
storage, clear labelling
BHEM DREER - RHBEE

Keep outbound records and use
them correctly

i yF B EC ok ~ IERE B AR

Safety check for equipment

REZZBE

e The factory affairs department
conducts monthly safety
inspection for workshop,
identifies issues and follows up
rectification results
BBEHERHEMETEZE
% 2 > 5% 37 R B I ER M BE O
R

e Carry out safety performance
inspections on specific
equipment according to their
inspection cycles
BB RSEREET
Z2 4 ek

Contingency plan

EF=SEES

e FEstablish comprehensive
contingency plans and specific
contingency plans for various
potential safety incidents
HESHUEELENLZESE
WHERERSREREER
=S ES

e | aunch the response and carry
out remedy in occurrence of
incidents
EWMBLERTREREFHE
P

e Analyse process of incidents
and improve contingency
plans
ERNNEHIBRR CERR
=i

Management measures for safe production
Lt EEBEE
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Create Safety Culture

In the operation process of carrying out environmental
safety and safety production, the Group has established
management systems for chemical management, potential
risk investigation, emergency drills on fire prevention and
epidemic emergency plans, and has formulated education
and training materials such as Education and Training on Key
Controlled Chemicals, Specifications for Storage and Use
of Hazardous Chemicals and Specifications for the Use of
Precursor Chemicals and Explosive Chemicals for chemicals.
We set up 12 special emergency drills annually, including
fire evacuation drills, chemical leakage emergency drills,
construction safety emergency drills and hazardous waste
leakage emergency drills, etc., and stipulate the frequency,
rules and organizational structure in the management system
to continuously and orderly carry out closed-loop procedures.

Meanwhile, the human resources department is responsible
for providing a health and safety training scheme. After
training, employees are required to pass an assessment
before they take up their roles. During the Year, we carried
out occupational health knowledge trainings in three major
directions: identification of occupational hazards, PPE
equipment and occupational health management. During
the Year, the Group’s total person-times that have received
occupational safety training reached 19,875 and total training
hours was approximately 20,800 hours.
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Prevention of Occupational Diseases

The Group has developed the Management Measures
on the Prevention and Control of Occupational Diseases
(B z=mEkhREs| EEHE)) to prevent, control and
eliminate occupational diseases and protect employees’
physical and mental health. We fulfill disclosure obligations
on occupational disease risks in compliance with the laws,
clearly inform employees risk factors and consequences
exposing at work and provide them with correspondence
precautions. In addition, occupational health checks are
required before new employees start working, and health
checks for current employees exposing to occupational risks
have been arranged to monitor staff health. If occupational
risk factors in working environment are found inconsistent
with health standards, the competent department shall carry
out rectifications immediately. The administration department
shall follow up and reassess the rectifications continuously
until in conformity with national health standards.

Response to Emergency Safety Incident

To control the impact of loss and casualties from risks on
the Group, we have established a “Contingency Plan” to
effectively respond to emergency safety incidents such
as earthquake and explosion. In case of significant risk
anomalies, we shall initiate the emergency response team
at once and assign responsibilities in regard of department
functions and professional characteristics in an endeavour to
minimise impact of emergencies.
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During the Year, the COVID-19 epidemic has not subsided,
and the epidemic prevention and control emergency team has
not slackened off. It has implemented various tasks to cut off
the transmission chain, and adhered to basic measures such
as wearing masks, washing hands frequently, not gathering
in groups, and eating meals at different times. Personnel
entering the factory must present their health QR code and
travel QR code, and employees returning to the factory from
high-risk areas on business must self-isolate to ensure the
effective implementation of epidemic prevention actions.
In order to effectively ensure the health and safety of every
employee, the Group continued to make good use of various
channels to disseminating knowledge about the prevention
of COVID-19. Through the four major directions of measures,
namely propaganda, strict inspection, frequent disinfection,
and case file archive, the spread of the pandemic in factory
area was prevented.

. R&D Innovation

The Group has continuously promoted R&D of new products
and new processes, with an emphasis on the R&D of
module technologies such as miniaturization, ultra-high
pixel cameras, and new optical image stabilization to strive
for satisfying customers’ product innovation needs and to
provide consumers with better products and experience. As
of 31 December 2022, the Group had 80 authorised and valid
inventions patents, 436 utility model patents and a total of
429 inventions and utility model patents under application and
review process.
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Intellectual property protection

The Group has formulated the Intellectual Property
Management Practices (I ERBIEBIEEPE)) to
regulate patent application and management work. Upon
filing of a project, the patent engineer will keep in touch
with the R&D engineer in charge of the project to learn
comprehensively the technology solution for project design
and carry out patent layout specifically. The Group also
screens existing technology through third-party searching
tools to prevent infringement. We have also submitted
relevant information to the patent firm for secondary screening
to ensure no risk of infringement. Based on the patent rating
results, we will determine the type of patent application and
award the patent inventor with invention bonus according to
patent rating. During the Year, the Group has strictly complied
with relevant laws and regulations and did not involve in any
litigation regarding infringement of intellectual property.

Technical
disclosure
materials

il 52 A

Project filing

Patent mining

SRz

EEILFE

Patent rating
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Compilation and
confirmation of

application document
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Project-level patent application process
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Supplier Management

Qualified and responsible suppliers are essential to the
quality of the products provided by us. Through enhancing
development and regular assessment and management
on suppliers, we ensured stable supply of qualified and
reasonably-priced materials and services by suppliers in
long run. To timely identify procurement risks, the Group has
analysed suppliers’ resource pool, material supply risks and
procurement price regularly. If risks are found, procurement
strategies will be adjusted immediately. During the Year, the
Group had 424 qualified suppliers in total, most of which were
located in China.
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Social Responsibility of Suppliers

With global social responsibility as objective, we have
implemented socially responsible procurement. Through
signing the Corporate Social Responsibility Agreements ({1t
2S5 EHE)) (the “CSR Agreements”), we set out social
responsibility requirements to be followed by suppliers when
they provide products or services to facilitate sustainable
development of the industry value chain.

The Group’s qualified supplies are required to obtain the
OHSAS18001 certificate and the 1ISO14001 certificate and
enhance CSR system establishment and implementation
in respect of human rights, health and safety, environment
protection, business ethics, social responsibility and
management according to the signed CSR Agreements.
We also require qualified suppliers to list CSR as requisite
conditions or threshold criteria for the selection of new
suppliers so as to extend sustainable development to
second-tier suppliers.

We evaluate suppliers’” CSR performance regularly and carry
out on-site review from time to time. If suppliers are found
to fail in fulfilling requirements under the agreements, we
will require timely improvements by them; if suppliers are
found to have serious CSR issues or fail to make timely
improvements, we will reduce orders gradually or even
terminate cooperation.

Substance Control

To enhance environmental and toxic and hazardous
substance control from the source, we have signed the
Supplier Management on Environmental Material Agreement
(HEEIREYEEER %)) with suppliers to specify our
expectations on the fulfilment of green and environmental
responsibilities by the suppliers. At the same time, the Group
has included responsible mineral procurement clauses in the
procurement contracts of suppliers, requiring suppliers to
formulate policies to reasonably ensure that they and their
suppliers do not support the use of minerals from conflict
areas.

IRIE - HERERHS

HEmZHEEE

KPR EXREHLEESEFERER
Bt ESERBE BEHEHESD
BE(EEHLGEEWE) (TCSRIF
&) o HIBR AR B 4R 1 E SR B AR
BREERLEEAEE R REE
FROAFEER

AEBNEREREE T ERS
OHSAS1800158 & &ISO1400158
E o WRREITHNCSRHZ > N5&
AR -BEANZE2 - REFRE
HEEBEE - HEEX -BERRE
FHEBNCSRERER KB o FH M
NMEREHREEEFRCSRINAH
EEMHEENSERGEIPIGER
EORMBIFHEZETELERE
—ARIHER o

F M EH T L HEBAICSREN
MAEMETRGESE SHRH
EEAREWZRER EXEERXK
#, FERHEHEFETERENCSR
3 B 80 BE Ko B & o s 2B R 2D
B BEERUNGE.

MEEE

RIEREMRERERAEFEEYE
B RMEHEERI(HER
BREVEEEWHZ)  RAZXMHE
HEERITHEERERETNHE
FER AEBREHERNRESR
TOoMABSREEERBER £
KRHUEBERERR > GEMERA
REMEBIZFERRBEHRM
&RIHER ©

w2EEE B4R GE BRAE 153



Environmental, Social and Governance Report
IRIR B RERHS

Products provided by suppliers shall be conformed with the content requirements of prohibited
substances under the Group’s Environment and Substance Control Standards ((F21E4)E & 122 ))
HEFRENERBERNEAERE(REMEEERE)REAYENSEES

Green materials provided by suppliers shall be conformed with local environment laws and
regulations in the place of shipment, such as the EU RoHS Directive and Reach Regulation

HEBRENRFRYN R ETE G EMIRFIERER  NENERoHSHE < ~ Reachis <

Suppliers shall establish an environment control system for toxic and hazardous substances

HEFRREUASHEEVERREERR

Suppliers shall provide a test report of specific toxic and hazardous substances contents

HEBERHIEEESESVEIENRAKRS

Suppliers are encouraged to convey the contents of the agreements to second-tier suppliers

SEHEERREANEEEE _REES

If the material batches provided by suppliers are not environmentally friendly, the Group is entitled to
request for compensation and investigate legal liability of suppliers as the case may be

AHEBERHENYMLENRF 2EEARERBELRBERERHEEIEREE

Toxic and hazardous substance control requirements for suppliers

BEH#EZWEHREBHEZER

Supplier Communication g BE

The Group is committed to maintaining sound and effective AEBRNIREHBERTREA
communication with suppliers and ensure consistent MEBE BBEZOEBEERFE
information and objective of both parties through interactions BT EAHBEHETLS M’
with suppliers in respect of core value and procurement REFEMMBE R - LI &
vision. In addition, we also provide integrity training for A EEEREEREZEIN AH
suppliers and explained specific contents and violation under EEmRBETN(GCRERZRE)
the Incorruptible Procurement Agreements ({F5 iR EE 7 BEREATKRERGE  ZHHES
%)) signed to the suppliers in order to achieve the goals F-BRAFNEN -FR RMHE
of cooperating in good faith and realising win-win situations. RETAHER B EILIR H (B
During the Year, we required all suppliers to conduct self- BERRS) BEREBERNE

inspection and provide the Incorruptible Procurement Self- BEE -
Inspection Report ((FFti*EE BRI S D)) to ensure the

effective implementation of relevant policies.
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XI. Quality Assurance

The Group’s quality policy is “Standardised management,
technology innovation, continuous improvement, customer
satisfaction”. Through combining industry characteristics,
we have carried out quality management work orderly and
pursued continuous enhancement of products and service
quality. We have obtained certification of the 1ISO9001:2015
Quality Management System and set out quality management
roles of all departments in the Quality Manual ((E£
f#)). Among which, the technology department is required
to understand technology and parameter requirements
under contracts or orders correctly, analyse the Group’s
technology capability to meet contracts or orders and
ensure that the Group is capable to provide products that
meet customers’ requirements. The quality department is
responsible for product quality examination of raw materials,
production process, finishing process and delivery process.
All departments are responsible for their own functions
and coordinated with one another. During the Year, there
was no product recalled for safety and health reasons, so
the percentage is zero. The Group has strictly complied
with relevant laws and regulations and was not aware of
any violation of laws and regulations that have a significant
impact on the Group regarding health and safety, advertising,
advertising and confidentiality of products and services and
remedies during the Year.

Protection from Electrostatics

Preventing and eliminating static electricity risks at storage
and production site play a key role in stabilising and
enhancing product yield and quality. We required class 10
clean room workshops, fingerprint workshops and working
areas involving electrostatic discharge device within the
factory to be strictly conformed with the ESD Protection and
Control Procedures ((ESDBrz#EHIF2F)) and perform
electrostatic protection and control works comprehensively.
Receiving electrostatic knowledge training and education
was a basic requirement for employees working at the anti-
static work areas and also the fundamental method to reduce
static electricity risks. Employees must receive electrostatic
protection training and pass certification. In addition, we
carried out regular examination on anti-static work areas,
checking all equipment, major areas and whether employees
training was qualified so that we could identify issues and
adopt rectification measures in a timely manner.

IRIE - HERERHS

t-HERE

EENEEFHAREEE -
A - HENE - BEREl '8
BESTERY AFRHEEEE
BT BRESRMRBEZEMF
BEL - FPIEBIBISO9001:2015
EECEREARFZ TN(EEF
MYFIBREZBENESEERS
Hoh BT EERIBEESREE]
BNEMA2EEXR 2HEERER
BERWTENFEMEES  BERE
BEENDEHRAETRLEXRNE
meHEHaTREME B2 EE
HaBEE - HEEENEREER
BoZMAZTER BEAEKESG &
FEVTEERAZEHABEEAM
BARW BREEAT - KEBR KRS
BTHERBERER UAMBERE
NEME KRB RIRHEERMREN
BEERZE2 - ES EBELESE
BURER A ENEREZRBEHEA
EEENEATENER

BERE

B HGRERREERSGNEE
CEHRERESERRXKEE
ERIRIER - R ERITH A+
EETEM EUER URRESE
FHERBRMTARBIFEREES
BIR(ESDEyEERI R ) - M FF
BHEER TE-BEZHFENHE
JIRHEEHRHFELFRAME
FETHEAER TERVEE
BEMNREGE BEIHNAKBEF
B EEINLREZEERE UL K
PEpBEEIFeETEREE
BEREXRB EREEH B TH
2S5 B Ry 55 3R S R I SR Y
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IR - HERERHRS

Disposal of Unqualified Products

We have rigidly controlled and disposed of unqualified
products (including doubtful products) arising from
procurement, production and processing and after delivery. In
compliance with the Unqualified Products Control Procedures
((FERERZTEHTERFE)), we have adopted different
disposal methods for unqualified products discovered from
different processes in order to prevent unqualified products
from unexpected use or delivery.

Handling Customers’ Complaints

We have accepted customers’ feedback and complaints
sincerely, strived for handling customers’ complaints properly
in shortest time and satisfied other requests from customers
as far as we could to maintain customers’ satisfactory.

FEHmEE

HPIBEBIED REEER S EEM
T RUYRFAEENT SR (B
Bl REdn) KB (R 58 E miEHli2
F) HARRREERNATER M
BERARNEERN UBHLLEAE
o IETR R A AT o

ERiREE

RPAEAEEERNRERKT
FRERENFBRAZEREER
FRF TREREZERNHME
KoEERWmEE-

Formulate and

Confirm customers’

complaints

il (5 S HESD

after receiving
customers’

complaints, confirm
severity and specific
circumstances of the
events complained by
customers by way of on-
site and email within 3
hours

BERREER 3N
FRFREBRIG BHES
AEBEREGNERS
EERERER

Record customers’
complaints

BRFILE

if the events complained
by customer is true,
record such events and
notify all internal units
within 1 hour
ERBEFEGBE
1N EIT LA E
NI EABRA B L

implement
preventions and
interventions

I R B B 1R

e focus on the quality
issues reflected by
customers’ complaints,
carry out inspections
on the same batch of
products within 1 hour
and confirm disposal
method for doubt
products
HERFRENESH
B N Z I E S
EFETHAT > WL
BRNEES

Customer Complaint Handling Procedure
B EIE i
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e carry out in-depth
analysis on events
reflected by customers’
complaints and
formulate short term and
long term remedies
HEREESRENEMS
EITRE DN FIE R
KRN EHR
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Xll.Information Security

“Meeting customers’ requirements, ensuring information
security, complying with laws and regulations as well as
improving management continuously” is the Group’s policy
direction on the information security management. We
understand that information security is of utmost importance
to the corporate management. The Group’s information
security management system was certified with the
ISO/IEC27001:2013 standard.

By analysing the conditions of each information asset and
other factors, we identify the threats faced by all information
assets and assess the risk level and possible degree of loss.
The “Risk Management Plans” is formulated based on the
assessment result to clearly state the responsible department
for risk management, approach and time frame. Moreover, we
attach great importance to the information security training for
our employees to improve their awareness and capabilities of
information security.

During the Year, we strengthened the implementation of
measures related to internal security and customer privacy. In
addition to daily propaganda, all employees were required to
sign a confidentiality agreement and were not allowed to bring
mobile phones when entering the production area. The Group
also established a dedicated customer area where entry of
irrelevant personnel and competitors was prohibited, and
arranged for employees in key positions to use computers
without access to the internet and USB ports.

In order to test the operating effectiveness of the information
security management system and its compatibility with
the Group’s operations, we organise an internal review for
the information security scope and direction as well as the
effectiveness of control measures at least