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Tech Giant Commits to
Innovation-driven

Sustamable

— An Interview with

Mr Alain Lam

Vice President and CFO of Xiaomi Corporation
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mpressing the judges with its comprehensive approach to

environmental, social and governance (ESG) issues, Xiaomi
Corporation (1810.HK) was awarded the “ESG Excellence Award” at
the Hong Kong Corporate Governance and ESG Excellence Awards
presented during the 19th Anniversary Gala Dinner for the Chamber
of Hong Kong Listed Companies held in December 2021.

The ESG Excellence Award validates how Xiaomi, a leading
technology giant, has constantly worked on improving on the ESG
front, says Alain Lam, Vice President and CFO of Xiaomi Corporation.
It has involved various initiatives to ensure products and materials are
used for as long as reasonably possible.

As the first company from Mainland China to be listed on the Hong
Kong bourse under the weighted voting rights (WVR) structure in July
2018, Xiaomi established an ESG governance committee (ESG Team)
to oversee ESG and sustainability issues at all levels of the company,
including representatives from the Board, the management and
operation teams.

“The ESG team works with relevant functional teams to determine
and implement ESG strategy and policies,” says Lam. Since the
company’s founding in 2010, paying attention to environmental
issues while respecting users and protecting their interests are core
guiding principles of Xiaomi.

With products sold in more than 90 countries worldwide, Xiaomi
takes into account the views of a diverse set of stakeholders as
well as international sustainable development frameworks such as
the United Nations Sustainable Development Goals (UNSDGs). In
2020, Xiaomi even became a member of the United Nations Global
Compact and has committed to the ten stipulated principles of
corporate responsibility.

Breakthrough Performance and Product Durability

In addition to focusing on quality, innovation and user experience,
sustainable design is now a key component of Xiaomi’s consumer
electronics. For example, Xiaomi's M1 11 smartphone is equipped
with a 5000mAh battery that allows 1,000 recharging cycles or twice
the expected life of an average smartphone battery.

Aware of the environmental impact of our products at the end of
their lifecycle, Lam says Xiaomi promotes product recycling, material
recycling, product reuse and landfill waste transfer. Moreover, Xiaomi
operates a programme that allows users to send old devices for
recycling or responsible disposal in Mainland China. The initiative has
been extended to several European countries, including Germany,
France, Italy and the Netherlands. The eventual goal would be to
expand the programme so that all Xiaomi products are collected and
recycled across markets.

Xiaomi is also committed to changing the design of products so
that they can be repaired much more easily. “Sustainable design
encourages the repair and reuse of items avoiding excess waste,”
adds Lam.
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Energy-efficient Data Centres
To increase energy usage efficiency,

Xiaomi has taken a series of control
measures and built energy-efficient
data centres. A platinum-certified
power supply and energy-efficient
servers provide uninterrupted power
supply to peripheral equipment
ensuring overall energy efficiency
between 96% and 99% when

operating in energy-saving modes. !fﬂ

To meet future sustainability goals, I”’i ’,l!,‘%

Xiaomi also has plans to gradually
replace physical servers with cloud
servers and data centres that provide
higher levels of energy efficiency.

Integrating Supply Chains with
ESG Strategies

As corporate supply chain sustainability factors become ever more
complex, Xiaomi is committed to managing ESG-related risks at
the supply chain level by improving supplier performance. To help
achieve its goals, Xiaomi has compiled a supplier social responsibility
code of conduct that suppliers must agree to. To strengthen the
process further, the company has commissioned a third-party
consultant to audit its major suppliers against internationally-
recognised ESG benchmarks covering five major areas: environment,
health and safety, labour, business ethics and management systems.
At the same time, Xiaomi organises training programmes to help
suppliers improve their ESG performances.

Data Protection and Privacy
Xiaomi attaches great importance to user privacy and data security.

Therefore, the company has established an information security and
privacy committee at the Group level to manage data security and
privacy. The committee comprises hundreds of security experts and
more than a dozen data privacy lawyers. The committee has put
in place data use compliance systems to ensure that Xiaomi's data
protection and privacy practices are compliant with ever-changing
privacy laws in different countries and regions.

To provide Xiaomi smartphone users with control over privacy and
data security, the latest smartphone models are equipped with a
series of innovative privacy protection features. Functions include face
verification protection; privacy watermark and electro-fraud protection
functions designed to avoid privacy risks and minimize data leakage.

Responding to COVID-19 with action and innovation
As a multinational company with many employees working overseas,

Xiaomi has also been an active participant in the fight against
COVID-19 since onset of the pandemic. Before the pandemic
spread widely, the company began buying the distributing masks
and disinfection materials in Germany, Italy, Spain, the UK and
other countries. In Mainland China, the Xiaomi Foundation donated
RMB10 million (about US$1.6 million) to the Xi'an Charity Association
to support Xi'an's fight against COVID in December 2021 helping
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the province procure anti-epidemic materials. Separately, Xiaomi
donated more than 550,000 pieces of epidemic prevention materials
to Xi‘an, including protective clothing, masks and disinfectants.
Xiaomi helped in other ways as well.

Xiaomi smartphones have been used by millions of people to video
call friends and families. They have supported home-schooling and
helped those who need to work from home. Xiaomi also launched
an epidemic prevention module for its Smart Home app that
notifies users about local outbreaks and various COVID preventive
measures. Meanwhile, Airstar Digital, Xiaomi’s fintech arm, has
provided support for small and micro enterprises struggling to find
financial support as a result of the economic downturn caused by
the pandemic. With a vision of making the world a better place with
innovation and technology, the Xiaomi Foundation made donations
to numerous domestic and foreign emergency response activities.

Integrating Science and Technology with Disaster

Response
Helping to make life better through the use of technology also

means helping people live more safely with Xiaomi's earthquake
disaster notification system an instructive example. Developed in
collaboration with the Chengdu Institute of High-Tech Disaster
Reduction, it is the world’s first earthquake warning service
embedded within a smartphone’s operating system. It issues a
warning as soon as an earthquake is detected.

While the system is not predictive, the warning can alert people
before destructive tremors arrive. In the 20 months since its launch
in November 2019, the system has warned users of 35 earthquakes
of magnitude 4.0 or above and issued more than 12.5 million early
warning alerts. The earthquake warning system can be accessed
by users in 25 provinces (including municipalities directly under the
central government and autonomous regions) across Mainland China.
“This technology can help significantly improve seismic monitoring
coverage,” Lam says. “Since 2021, every Xiaomi smartphone sold
in Mainland China now features a seismic
monitor expanding national earthquake
monitoring efforts and creating an early
warning network.”

P

Increased R&D Spending in the Push

for Technological Breakthroughs
With a relentless focus on designing and

producing affordable products through S
innovative technology that makes life more
enjoyable, Xiaomi invests heavily in research
and development (R&D). With current
R&D work focused on full-screen display,
wired/wireless fast charging, Al imaginary,
Al voice and system security. As of 31
December 2021, Xiaomi's investment in
R&D had increased at a compound growth
rate of 40% over the past five years. "R&D
spending will exceed RMB100 billion in the
next five years,” Lam says. =
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Convergence of Smartphones and Artificial Intelligence
Realising the future and full potential of Internet of Things (loT)

devices, Xiaomi's development during the next decade will include
upgrading its core strategy to “smartphone x AloT"” leading to
the convergence of smartphones and artificial intelligence. While
Xiaomi's smartphone business had been the company’s most
important revenue stream in the past decade and would continue to
drive Xiaomi's future growth, “smartphone x AloT” will create a new
level of synergy.

“The AloT business model is becoming a catalyst and accelerant
for Xiaomi’s smartphone business allowing the company to expand
into more verticals, win more customers and draw insights from big
data,” says Lam.

Xiaomi will continue to develop ESG strategies in areas such as
sustainable business practices, circular economy, workplace diversity,
social welfare, data security and user privacy.

Jimmy Chow
Journalist
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Jimmy Chow
B

Since 2009, Hong Kong-listed companies from a wide range of
industries have taken the opportunity to gain exposure by being
profiled in Momentum’s "Member in the Spotlight” column. As
a member of the Chamber of Hong Kong Listed Companies, you
have the privilege of being featured in this column, too.

If you are interested in having your company profiled in Momentum,
please contact the CHKLC Secretariat: Karina Leung,
Tel: (852) 2970 0886; Email: karinaleung@chklc.org
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