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CEO Letter

We are proud to publish SCD’'s first ESG report which reflects our
unique company culture, commitment to our values, and dedication
to operating as a responsible business in the defense and technology
sectors.

This report is a natural step in a process that began several years ago
when we formalized our commitment to sustainability and developed
a structured ESG program. Since then, we have appointed a dedicated
ESG Manager who oversees our ESG activities, and we are proud to
have achieved the Platinum+ rating in the Maala ESG Index 2023.

The past year was a difficult one in Israel with the outbreak of the war
in October. We faced these challenges together, while developing
customized solutions for all of our employees, including those called to
reserve duty or with family members in the reserves. This flexibility and
resilience allowed us to meet our business deadlines, continue to work
in full transparency and cooperation with our customers, and support
our employees, their families, and the larger community during these
challenging times.

Thesecurityrealityinlsraeldemonstratesthe complexityandimportance
of SCD’'s technology and activities, as well as the vital role of the security
industry in Israel. At SCD, we are at the forefront of technology thanks
to our uncompromising standards, innovation, and highly skilled
employees. We understand that the way to maintain this position is
through the cultivation and retention of our employees, and working
to keep employees up-to-date with the latest diverse technological
knowledge. Employee engagement is very important at SCD, and we
seek to continuously listen to employees’ voices as we work together
towards technological and economic growth and development.

This ESG report highlights our activities related to operating in a
responsible and ethical manner, supporting our employees’ growth
and development, providing innovative solutions to our customers,
and working to reduce our impact on the environment. These
accomplishments are a result of the talent, dedication,and commitment
of every SCD employee to provide the best products and service to
our clients and to do so in a sustainable manner. | am proud of our
accomplishments and look forward to further updates regarding our
ESG progress.

Kobi Zaushnizer, CEO

~
@
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Who we are

SCD - Semi-conductor Devices Ltd. is a leading worldwide supplier of infrared
detectors and laser diodes, with over 40 years of experience in research,
development, and production of advanced technologies. Our solutions are
used by corporations around the world as the core of their electro-optical

systems in the defense, homeland security, commercial, and industrial markets.

As a vertically integrated company, we deploy deep R&D capacity with
a specialized manufacturing infrastructure to develop high-end detector
technologies based on various semiconductor materials.

Our wide range of technologies includes semiconductors to standalone
products, with our semiconductors produced in-house at our semiconductor
fabrication plant (FAB) in the north of Israel. With subsidiaries in the US and UK,
as well as additional locations around the world, we are a one-stop-shop for
our customers around the world.

At the forefront of innovation, we stand with our customers, delivering the
solutions they seek — be it off-the-shelf or tailor-made.

SCD's extensive range of detectors, both Cooled and Uncooled, harnesses
cutting-edge technologies and capabilities to drive innovation. These detectors
utilize a diverse array of sending materials, including among others, InSb, XBn,
InGaAs, T2SL and VOx from all across the infrared spectrum: SWIR, MWIR, and
LWIR.

No matter where you are, regardless of the time or conditions, our mission

is to empower you to see in and through every scenario. With unwavering
dedication, we continually innovate and challenge the limits of technology,
crafting pioneering solutions that guarantee you are always the FIRST TO SEE.
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SCD is a worldwide supplier of Infrared (IR) Detectors and IR camera core modules. We
providethe capabilitiesforhigh-quality sightatnight,underlowvisibility conditions,andin bad
O u r weather. We deliver solutions across the entire electro-optical spectrum, from detectors used
by the ground forces to surveillance systems for aircraft and satellites in space. As innovators,
we were the first to deploy innovative solutions such as cooled detectors with digital output
from the focal plane, devices with High Operating Temperature (HOT), Multifunctional digital

I O
n n ovat Ive pixel with ALPD capabilities and recently a 5 mega-pixel cooled detector with 5 um pixel size.

S I t. Our unique technologies are deployed in an extensive range of cooled and uncooled

@ O u I o ns detectors based on a variety of sensing materials. These sensors translate electro-optical

YC inputs into a video image, available in almost any video format. We offer both off-the-shelt
detectors and tailor-made solutions across the infrared spectrum.

[

-i- SWIR MWIR LWIR

NGED The SWIR (Short-Wave Infrared) spectral range The MWIR (Medium-Wave Infrared) spectral The LWIR (Long-Wave Infrared) spectral range
offers unparalleled benefits that set it apart range facilitates both day and night thermal is marked by extremely high Planck radiation
from other spectral bands. Whether you are in vision for medium to long-range imaging. SCD intensities at Earth-like temperatures, usually
the defense sector aiming for mission-critical stands as a premier supplier of cooled MWIR one to two orders of magnitude greater than in
accuracy or in commercial industries looking for infrared detectors, addressing our customers' the MWIR. This allows for the use of uncooled
highly efficient solutions, SWIR opens up a world specific needs. Backed by over forty years of (UC) infrared detectors with lesser sensitivity

"W" of opportunities. research, development, and production. and cooled infrared detectors with enhanced

sensitivity

EEEeeTETETETETETEELLLLS—S——S———————



5CD Advantages

Capability to enable
electro-optic (EO)
superiority in the entire IR
spectrum (SWIR, MWIR

& LWIR) by developing
and manufacturing a wide
range of IR detectors.

Development of innovative
solutions with solid reliability for
thermal imaging for all sectors,
including defense, homeland
security, and space.

3

Ability to propose customized
solutions based on our product
portfolio to ensure a competitive
edge for our customers, i.e.,
miniaturization is a key added
value that allows clients to
contain size and weight, without
compromising on performance.




Business Vision

& Strategy

To be a leading manufacturer of IR detectors,
electro-optical components, and laser diodes.

To provide our customers with high-quality,
state-of-the-art products.
-!-
!
NGED To continuously expand our capabilities
to new products and technologies.
TR Our business strategy is to provide strategic advantages to our customers through the development of advanced, innovative
ANEAD infrared devices and modules. We focus on continuous growth, with an emphasis on operational efficiency to achieve maximum

results and maintain our competitive advantage. Our customer-oriented approach, together with a culture of fostering innovation
and collaboration, enables us to be a trusted partner that delivers outstanding results.




2020’s

O u r Leg a Cy SCD becomes a global leader

of InSb & SWIR detectors

2000's %

SCD.USA established /

1980's

SCD established as a Rafael and
Tadiran partnership (relent

activityssold to Elbit Systems) \
v /
- X 1990’

/. \ < " 970' SCD starts development

IRIS Technologies Ltd.
established in the UK

of InSb and MCT detectors

IR detector activity started
at Rafael and Tadiran Group
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Our Values

For over 40 years, we have made every effortto earn the trust
of the people we work with, and to pursue open dialogue
and solve challengesthatarise. We constantly work to enable
people ‘to see first’ in any scenario - wherever they are, at

any time, under any condition.

To strengthen our commitmentto customersand employees,
overthe pastyear we undertook anin-depth processto listen
to customers’ needs, hear our employees’ voices, and re-
examine our core values to ensure they accurately reflect our
business strategy. The process involved extensive interviews

and mapping exercises withemployees, across departments.

The exercises were conducted in Israel and the US, ensuring all voices were
heard, and resulting in one unified approach for the company. We also
spoke with customers and partners to understand our company’s added
value. The entire process gave us the opportunity to reflect upon where

we've come from and where we are heading.

As a result, in 2023 we launched our updated core values, along with new
branding and logo for the company. These elements are built upon SCD'’s
strong heritage and enable usto leap forward in an era of continued growth,

development, technological and operational progress.

At SCD, we are not just manufacturers; we are visionaries, innovators, and proneers. Our commitment to

being the "First to see” extends beyond technology — 1t's a mindset, a philosophy, and a driving force that

propels us forward. Together, we are shaping a brighter, safer future for generations to come."

- Kobi Zaushnizer, CEO -
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ALWAYS BY YOUR

We are a trusted partner, with We demonstrate high flexibility in our We develop innovative solutions that are

reliable and proven experience. business operations, development, unique, high end, and diverse. We maintain

We are committed to taking a and implementation. We are a one- high quality throughout the entire value

stop-shop that meets our customers’ chain, with production capabilities and

proactive, ‘can-do approach’ with

specifications, schedules, and capacity quick operational responses. Our distinctive

personal attention to details.

0 We practice open communication needs. We develop unique solutions to knowledge delivers long-term solutions for
-i- and strive to solve problems in always give our employees what they customers. We take a proactive approach to
ACER any situation. need to thrive and succeed. providing for our employees.
These values were chosen as an expression of how we engage with the people we work with, including our employees, customers, suppliers, and other stakeholders.
111 P gag pPeop g ploy PP
AWATS ASTE? They also reflect how we conduct our business - always by your side, always what you need, and always a step ahead.
y ys byy y y y P

To that end, our ESG report is organized according to our values, as they encompass all that we do in our business - including our ESG efforts and commitment to

operating as a responsible company.




Material Issues ESG Material Topics

To identify and prioritize material issues related to - - &> ' ' ' ' '
environmental,social,andgovernanceperformance, .
ALWAYS BY YOUR ALWAYS WHAT YOU ALWAYS A STEP

last year we conducted a detailed ESG materiality

-~
analysis according to GRIrequirements. The analysis QIDG nGGD AHGAD

@ involved identifying relevant issues, evaluating

=4

ALWAYS BY YOUR

them according to priority, and examining how they @

S51DC interact with each other. Topics and stakeholders

were assessed according to sector standards of
the Sustainability Accounting Standards Board

(SASB) to ensure relevant sustainability topics were

Ethical business Anti-bribery
conduct & corruption

Quality Product Safety

=,

Partnerships
with academia

0 considered. @
-1 ==
AGED Once the issues were identified, we worked with Human capital Diversity Health & Safety ~ Governance Environmental
development & Equity management risk

ALWAYS A STEP

AHCAD

internal representatives across the company to
evaluate the topics according to their commercial
relevance and their particular significance for SCD'’s
business divisions. The evaluation did not include
surveys of external stakeholders. The final material
topics were presented to SCD’s management and

Board of Directors for approval.

e

Talent attraction Community
& retention involvement

G

Local
procurement

&

Product
stewardship

12



Stakeholder
Engagement

We value open dialogue with

our stakeholders, and work to

communicate with them in a Employees
transparent, regular manner.

We take a proactive approach

@ towards communicating with Customers
various stakeholders, with

Company owners Board meetings

Employee survey, emails, newsletters, all hands
meetings, roundtable, panel discussions, etc.

Website, marketing materials, Customers surveys,
Exhibitions, meetings, etc.

DI regular, open communication
throughout the year. Suppliers PMR meetings
Innovation ecosystem: . .
[ , 4 : : Meetings, professional events, etc.
=i academia, Israel Innovation Authority
NEGED

Defense ecosystem:

IDF, Israel Ministry of Defense Meetings, Conferences

Regulators Audits, on going updates
111

Conferences, volunteer activities, meetings with

Communities L
municipalities, etc.

eeETETETETETETETEEEL—L———————
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Ratings and Recognition

We are proud of the recognition we have received for our achievements. These ratings reflect our combined effort and commitment to delivering high end

solutions and services, and to strive for excellence in all that we do. In 2023, we were recognized by a variety of organizations for our work.

l"lll'lr'l
ESG wjyn

rnaala ESGindex 21)

Maala ESG Index

Maala is a non-profit corporate membership
organization that serves as the ESG hub in Israel. The
annual Maala ESG Index rates companies across topics,
including corporate governance, employees and work
environment, DEI, responsible procurement, community
contribution, environmental sustainability, safety in the

workplace, and more.

In 2023, SCD achieved Platinum+ in the Maala ESG
Index, the highest rating possible.

v

no' 7XW'7 NNVINND
o''n NnIJ'X7 Na'ao

Council for a Beautiful Israel

The Council for a Beautiful Israel is a
nonprofit organization that develops
and promotes environmental social
responsibility in Israel, working to
create behavioral change to protect the

environment and improve urban spaces.

In 2023, SCD was awarded 5 stars -
the highest level, in recognition of our
achievements in our employee, social, and

sustainability programes.

N1 NIN'9 ,7IN1°7 nninyn J))

(1Y) TN WIIN 'ANUN

Israeli Society for Human
Resource Management (ISHRM)

ISHRM is the leading professional organization
in Israel for the promotion and development of

Human Resources.

In 2023, SCD was recognized for updating
and implementing our company values
and corporate culture on a global scale and
aligning our business operations according to

these values.

EEEeeTETETETETETEELLLLS—S————————
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S5CD
S D G I s Our ESG strategy considersthe UN Sustainable Development Goals, with afocus onthose SDGs relevant

to our operations and sector.

#SDG Description of our activities Report location (section)

SCD prioritizes the health and wellbeing of employees and the communities and stakeholders where we operate. | Environment, People, Health &
GOOD HEALTH P 9 Ploy ' Op P
AND WELL-BEING | SCD supports the development and engagement of all employees while providing parental support, retirement, | Safety
work/life balance, and mental and physical health benefits to our employees.

Our EHS policies support the wellbeing of our employees and surrounding communities, and are part of our risk
' management strategy and approach.

@ We take a holistic approach to employee learning and development. We focus on continuous ‘on the job training’, People, Social, Innovation
gy QUALITY where employees are regularly supported through open communication, manager feedback, and the necessary tools
>5ID€ EDUCATION o oo PR ¥

to improve in their jobs. This is an ongoing process, with external courses or formal learning occurring as a result of the

@ continuous development process, and collaborative identification of skills needed for each employee.
We support technology education in the community to raise awareness of the value of technology and motivate the
future generation of technology talent.
0 We partner with leading academic and research institutions and conduct original research across disciplines.
-Gl ¢ ab
I GENDER We value the principles of equality and diversity and strive to create a workplace that is welcoming and safe for Diversity
ﬁCWCD EQUALITY all. We believe in an equity approach that does not discriminate against gender.
We make significant efforts to hire women employees and promote women within the company. The ratio of
women employees at SCD is the same as women in leadership and management positions.
1 CLEAN WATER We improved our production infrastructure for reduced water consumption and treatment: Environment
e AND SANITATION | e Switched to ultrasonic humidification systems, which resulted in reduced consumption of RO (reverse osmosis)

water.

e |nstalled flow meters on hoods in the clean room that consume large amounts of UPW (ultrapure water) and DI
(deionized) water to avoid misuse or overuse.

e Replaced old solvent drainage pipes.

e |nstalled two new RO water circulation systems at workstations, where there is high consumption of RO water.




#SDG Description of our activities Report location (section)

DECENT WORKAND | SCD conducts business in a way that protects our society and human rights throughout our supply chain. We Human Rights, Health & Safety
ECONOMIC GROWTH | abide by policies and compliance plans that support this commitment including SCD’s Code of Ethics, the Human

i

Rights policy, and the Suppliers Code of Conduct.

Protecting the health and safety of our employees, customers, and the places where we operate is of importance
I to SCD. The company has implemented an EHS Management System to establish policies and procedures, risk
assessment tools, and enterprise initiatives that seek to reduce or eliminate exposure to workplace hazards.

INDUSTRY, INNOVATION | & yr business strategy is to be a technological leader, driving entry into new markets and establishing SCD at Innovation
@ ANDINFRASTRUCTURE | 416 forefront of the sector. We put special emphasis on identifying gaps in existing products to provide creative,
- original solutions. SCD is recognized worldwide as the leader in cooled MWIR (mid-wave infrared) detectors that
S5I1DC are integrated into various commercial and defense digital detector applications.
1 REDUGED We value the principles of equality and diversity. We believe in an equity approach that does not discriminate Diversity
INEQUALITIES against age, genders, religion, ethnicity, nationalities, or other characteristics. All benefits granted to employees
0 A are carried out in an equitable manner, and employees are promoted according to equal criteria for their skills.
b ¢ ab -
ALWAYS SHAT YOU < - }
NCED . 4
]2 RESPONSIBLE We have implemented a range of measures to reduce our energy consumption and optimize our operations Environment

AND PRUDUC"DN e Implemented a process to reuse rejected processors. In 2022, ~5% worth of materials were reused.

e Reduced hazardous waste and containers.
e Improved our nitrogen infrastructure to reduce nitrogen usage and minimize waste.

e Improved uniform collection process to reduce number of uniforms used and sent to laundry.

ALWAYS A STEP
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Business Ethics

Fair and ethical business practices are of crucial importance at SCD, as
theyreflectourvaluesandare key contributorsto ourgrowthandsuccess.
We have policies in place that clarify our expectations for employees
and managers, and serve as a compass in our relationships with the
different entities we work with. We foster an ethical corporate culture
that complies with professional standards of excellence and promote

teamwork that provides mutual support.

We considereveryemployee asan‘ambassador’ of SCDwhois expected
to act in accordance with the law and to the highest moral and ethical

standards.

Code of Ethics

In 2023, we updated our Code of Ethics to reflect our updated values
and current standards for employee behavior. As we engage with many
stakeholders in our daily work, we are sometimes faced with complex
ethical decisions and dilemmas. The Code provides detailed guidance
on whatis expected from our employees and serves as a moral compass

in our relations with internal and external parties.

To support a safe work environment for all, the Code details our anti-harassment
and sexual harassment policies. We practice a zero-tolerance approach to
harassment and abide by all local and national labor regulations. The Code
further outlines our commitment to our business partners and we also require
and expect our suppliers to adhere to the highest personal and professional
standards, aswell as ourresponsibilitiesto contractemployees,and commitment

to fostering a work environment that of accessibility and occupational diversity.

In addition, the Code describes our commitmentto environmental responsibility

and supporting the communities we work in.

The Code covers a range of topics, including:
(® Responsibilities of SCD employees and managers
(® Private work outside the company

® Conflicts of interest

@ Confidentiality and Intellectual Propert

(® Security and safety at work

® Safeguarding SCD'’s assets

(® Social media practices

@ Ppolitical activities by employees

eeETETETETETETETETEEE——————————
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Managing the Code

SCD employees are expected to act according to the Code of Ethics, as well
as all relevant laws and regulations. Employees are encouraged to report any
suspected or actual violation of the Code to their manager or a representative
from the HR or legal departments. In addition, we have a system in place
where employees can make an anonymous report directly to the CEO. SCD
acts to protect and prevent any claim or harassment of an employee who
reports a violation of the Code of Ethics. The VP of Human Resources and the
company’s General Counsel are responsible for investigating any report of
violation of the Code. In 2022 and 2023, there were less than 1% of reports

per 100 employees, with none of them related to misconduct.

The Code is updated regularly and is available on SCD's website. New
employees and subcontractors are required to review the Code, and
current employees receive training on the Code once a year. In 2022, 95%
of employees and subcontractors completed training on the Code of Ethics

and in 2023, 96% of them completed training.

Anti-Corruption
& Anti-Bribery

As stated in the Code of Ethics, SCD’s employees are required

to comply at all times with relevant laws and regulations in the
countries in which we operate regarding the prevention of
corruption. Bribery payments in any form are not acceptable
and will be dealt with in full severity according to SCD internal

policies and the law.

In 2022 and 2023, there were no monetary losses as a result
of legal proceedings associated with incidents of corruption,
bribery, or illicit international trade. We acquired no revenue
from countries ranked in the 'E' or 'F' Band of Transparency

International’s Government Defence Anti-Corruption Index in

2022 and 2023.

Issues related to managing business ethics risks throughout the

value chain are discussed below in ‘Supply Chain’.

eETETETETETETETETEEE————————
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People

The success of SCD's activities depends on our people. We are committed
to creating a work environment that strives for excellence and promotes
continuous professional development. We conduct our business activities with
professionalism, dedication, and in alignment with our values. SCD believes
in and supports occupational diversity, and we encourage our employees to
be involved in all aspects of our activities. We strive for all employees to feel a

sense of belonging and as a crucial part of our success and the future of SCD.

We uphold the highest standards at work, not only in our operations and
products, but also in how we treat the people we work with. This extends to our
clients and our employees - always supporting one another and recognizing

our shared humanity and dedication that we bring to our work.

At SCD, we appreciate the moments that matter and strive to create a balanced
work-life environment. Through the company’s outings and activities, holiday
celebrations, and special events, we connect with our colleagues and families,
honoring our collective achievements, and also our individual talents and

abilities. This helps motivate us to keep working towards our shared goals.

Photographer: Erez ElIman Uzir Photographe

Our work environment is unique.

While we work in a highly regulated industry with exacting standards for quality
and control, we also operate in a flexible, agile manner that promotes creativity
and innovation. Even as we operate in an environment with clean, sterile rooms,
there is great human warmth at SCD and room for personal expression. It is
important that all employees flourish in this exceptional environment and feel
they have the opportunity to grow, the space to make mistakes we can learn

from, and thrive in their personal and professional paths.

eeETETETETETETETETETEELL—L———————
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Our people:

To manage our unique work environment, we
have developed an HR strategy to position
SCD as an employer of choice, based on the
following four pillars:

2022 2023

% Women New Hires Number of employees

After the challenges of the coronavirus and other global economic challenges, while other companies in the region may be
experiencing a slowdown, we are in a continuous growth phase. In the past year, we have seen an increase in demand, and
expanded our operations and increased the number of employees.

21
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Learning & Development

We take a holistic approach to employees’ learning and development. We focus on continuous ‘on the job training’ where employees are regularly supported
through open communication, manager feedback, and the necessary tools to improve in their jobs. This is an ongoing process which may involve external
courses or formal learning - which typically occurs as a result of the continuous development process and collaborative identification of the skills needed for

each employee.

We believe We embrace We value
in the power of the importance of leadership progress and success
continuous learning capabilities in order to excel in through annual evaluations
and skill development a rapidly evolving landscape and continues feedback
We believe in a personalized approach to learning and development employees with the opportunity for learning and training in topics beyond their
and aim to provide continuous support to every employee based on specialty, sothey can applytheirtalentsto otherdisciplines, aswell. This helpsto
theirpositionandneeds.Thereismandatorytraininginplaceforcertain support employee engagement and keeps employees relevant in the market.
positions, and we provide employees with additional supplemental As a technology company, we recognize the importance of staying up-to-date
training and courses on an ongoing basis, such as language lessons, with the latest developments in the sector. In addition to our internal learning
soft skills training, and other skills and reskills training. programs, employees attend numerous professional conferences throughout
the year, both to learn new information and present their own findings and

While we work to support employees in their career progression, we share knowledge within the industry. In 2023, SCD's employees received an
alsobelieveinthevalue oflearning and developmentin an employee’s average of 16.5 hours of training per person.

current position. As part of our cross-training programs, we provide

“Knowledge sharing 1s a priority at SCD, and we accomplish this through internal courses and
continuous learning from each other to advance our technologies and skills.”

- Liron Dagan, Learning and development manager -

22
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Managers as change agents

To support our continuous personal development approach, we have
identified managers as key change agents at SCD, in recognition that
they set personal examplesforthe company’s expectations and standards
of daily work. We work with managers to provide training and tools
to support this approach and have seen the results - both at work and

beyond.

Each year, managers receive a budget for team building events. In the
past two years, we have seen more managers organize team events that
also contribute to the community or environment, such as a beach clean-
up, painting a youth center, or renovating holocaust survivors’ homes.
This can be attributed to a shift in our managers’ approach, as they now
better understand the value of team building and fostering a personal
connection to the company in an informal setting, and the importance of
setting a personal example for their teams through contributing to the

community.

Employee engagement

Communicating and listening to our employees is one of our keys
to success. Each year, we conduct a Gallup’s Employee Opinion
Survey (EOS), with an observable annual increase in participation
and performance rates. We attribute this to the belief thatemployees
know their thoughts and opinions will be heard, and that we will take

actions based on what they say.

We take a proactive approach towards
understanding employees’ expectations and
priorities. Every managerisrequiredtofocusonone
area of improvement over the next year, and the
HR team works with them to support these efforts
based on organizational tasks. On a company level,
we take what we hear and implement it into our

workplans.

Communicating the results of employee surveys is
extremely important at SCD. We display the results
throughout the company and through employee
communications, and we talk about not only what
employees say, but how we plan to implement

changes based on their feedback.

2022 2023

*Employee survey engagement

“Its all about the people’.

— Einat Wolft, VP HR

This encapsulates our dedication to fostering a supportive environment
where every individual 1s valued and empowered to succeed.”

23
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Diversity

We value the principles of equality and diversity and strive to create a
workplace at SCD that is welcoming and safe for all. Our unique work
culture, where we operate in a traditional, industrial sector but take a
personalized,flexibleapproachtoourwork,enablesustotakeanauthentic,
individualized approach in our diversity and inclusion efforts. We work
closely with employees to create a customized plan that supports their
success atwork - whetherit's providing flexible work hours to new parents
or ensuring the workspace is accessible to meet someone’s physical or
special needs, we build the appropriate personalized response for every

individual.

We believe in an equality approach that does not discriminate. All
benefits granted to employees are carried out in an equitable manner,

and employees are promoted based only on their skills and expertise.
Our diversity efforts currently focus on two areas: age and gender.

We value more experienced employees and make efforts to recruit

QP

2022 2023 2022 2023

% of women of total employees % of women in leadership & executive

employees over the age of 45. In addition, we encourage employees to work
until retirement age and make the necessary adjustments as needed. We believe
age diversity is good for business and appreciate and respect the experience

and knowledge that older employees bring to our teams.

As a company operating in the technology and defense sectors, we are aware
that women are underrepresented in these industries. We make significant
efforts to hire women employees and promote women within the company.
Furthermore, our ratio of women employees is the same as women in leadership
and management positions. We focus on providing women with the opportunity
to thrive at work and get promotions and accommodate flexibility in creating a
healthy work-life balance when needed. Throughout the year, we hold sessions
open to all employees where women employees lecture on their experiences

and achievements, both at work and beyond.

'
.
3
7y
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Talent & Retention

As a company operating in a highly advanced technological sector, and
as we are committed to developing cutting-edge, innovative products
and processes, we have a very strong R&D culture. This allows us to keep
the company moving forward and be a leader and the forefront of global

technological development.

Thetechnologythatwedevelopisbasedondeepresearchanddevelopment,
as well as continuous learning. While we do produce semiconductors in an
industrial setting, we specializeintechnologicaladvancement,and ourtalent
is crucial to maintaining our competitive edge. We deliver a highly unique
products with added value to our customers. Every employee contributes
to these efforts, and we consider every individual as critical to our success

and the development of our superior technology.

To support our culture of innovation and bold thinking, we believe in
‘room for mistakes’. We give people the space to try new ideas and to not

necessarily succeed - this allows for experimentation in all different ways,

At SCD, we are bringing

and across topics. Thinking out of the box is an important part of our DNA
at SCD. We enable this through open communication and support, even
when an idea may not be successful, because we are always able to learn
from it and potentially use it at another time or form. As part of our ‘room
for mistakes’ approach, we provide training to employees on how to analyze

failure and learn from them.

We believe this approach helps us to attract and retain talent and makes us
an employer of choice. There are no limits to the imagination and creativity
of our employees, and we give them the tools - and space, to explore and

create novel technologies.

At SCD, we don't just see your needs; we see YOU. We join forces to
consistently strive for, deliver, and uphold the highest standards. This dual
dedication is directed not only to our esteemed clients but also within our
own team - always supporting one another and recognizing our shared

humanity and the dedication we bring to our work.

to the workplace.
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Low turnover

We have seen significant results from our HR strategy and learning and development program. Our employee turnover and voluntary attrition rate is low
compared to the benchmark, and we have seen many employees return to SCD after working at other companies, i.e., the boomerang effect. In fact, there

are a significant number of employees, including in executive management positions, who have returned to SCD, and we continue to support them on
their professional development paths.

95% of our employees remained at our company in 2023.

N od ) :

Voluntary Attrition Rate Employee Turnover Women Men
9.4% 5.1% 11.4% 6.2% 21% 20% 79% 80%
2022 2023 2022 2023 2022 2023 2022 2023
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Community
Development

We place tremendous value on working with the
community. Our community development programs are
developed on the basis of matching the community’s
needs with the talents of our employees. In this respect,
it is important for us that our employees are engaged in
our community efforts, and we encourage full employee
involvement. We take a systematic approach to our

community work.

Our community efforts focus on four areas:

O < 4
>, %
© v
5o
%O
Technology education Support for
for future generations youth at risk

Assistance for older people
in need, including Holocaust
survivors

Activities that protect and
conserve the environment

First, we seek to understand
the needs of the community
and our own capabilities.

Second, we create a plan that
will engage employees in our
community work.

3

Third, we develop activities
with meaningful content that
challenge our employees to
contribute in an authentic way
and create new value, allowing
people to connect in their own
personal ways.

Finally, we work to strengthen
the connection between SCD
employees and the community
through long-term joint

the work that we achieve.

Spotlight: Technology education

We focus our efforts on students in 9th and 10th grades, as that is a key turning point in their
decision to study technological subjects. SCD provides 360° support to students who visit our
facility and meet with professionals across the company - from engineering to marketing, to
gain a full perspective of the technology sector. In addition, we have special educational kits for
employees to use when they visit schools to introduce students to our unique technology.

SCD encourages employees to volunteer as a means to realize our personal and organizational
values of partnerships and cohesion. We encourage employees and managers to participate in
volunteering activities throughout the year, and we assist in providing a framework to identify
meaningful volunteer opportunities, for both our employees and the populations they want to
support.

We consider these volunteering efforts not only as an important opportunity to contribute to
the community, but also as an opportunity to foster deeper connections among our employees.
We have found that volunteer activities outside the company create meaningful connections,
and sometimes even lead to new ideas, as people are able to interact with others in different,
informal settings. In addition, employees who participate in volunteer activities expressincreased
employee satisfaction and motivation.

ventures, so we can be proud of
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SCOD We track and measure our volunteer Total volunteer hours
efforts in a systematic way:

2022 2023
FIRST
TO 3GG <D |:_h|
We have a goal to We track inputs, i.e., 1,777 2,500
increase volunteer hours volunteer hours
,]\ ,I\ Number of volunteers
nin nnunn
2022 2023
We track short-term We track
outputs with our long-term outputs: 000 000
Commumty partners Satisfaction of Quick feedback from [ﬂ[l_l]w [l-‘ww
. = IR i
our community participants after
partners over the specific activities to 137 188
long term ensure the volunteer

program is effective and
meeting their needs.

% of total employees

T 2022 2023

Volunteering is such an important part of our
culture that is included as one of the criteria for our
employee excellence awards, given each year to
outstanding employees.
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Customer Service

Ensuring the success of our customer relationships is of
paramount importance. Accordingly, we have established
a dedicated customer care team tasked with providing

outstanding assistance and expert technical support.

We take a proactive approach to customer service. We are
a steadfast, reliable presence for our customers, striving to
anticipate their needs and respond to all inquiries to always

provide what they need.

Our team of expert employees, spanning from R&D to
engineering, is available to collaborate with our customers.
This collaborative approach enables us to work efficiently
together with customers, fostering innovation and providing

added value throughout our partnership.

We pride ourselves on delivering personalized, prompt responses and offer a

comprehensive range of services that include:

On-site troubleshooting at customers' premises.

Comprehensive resources, from data and application guides to reference
documents, to empower customers with the knowledge they need to maximize
the potential of our products.

Rapid response to RMA (return merchandise authorization) requests.
Streamlined repair process that minimizes downtime - we quickly restore
equipment to optimal functionality, reducing any disruption to customers'

operations.

Transparent communication, including regular updates on repair statuses,
ensuring our customers are informed at all stages.

Extended support options beyond standard warranties - our out-of-warranty
repair options and customized service contracts cater to specific customer

requirements.

Striving to meet any and all special requirements and requests by customers.
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Ensuring Quality

SCD aspires to be a worldwide pioneer in the realm of
IR sensing detectors and high-powered laser diodes. We
are committed to pushing the boundaries of technology,
crafting cutting-edge systemsthatbringunparalleledvalue
to our customers. In the rapidly-evolving tech landscape,
quality isn't just an aspiration—it's our strategic edge. It's
the cornerstone of our vision and mission, ensuring we

stay at the forefront and deliver nothing but the best.

SCD's quality system is a holistic framework

aimingto achieve the mostefficientintegration

of our processes and systems to allow optimal

performance.

Quality at SCD is a collective endeavor, stemming from

the active involvement of every stakeholder. Itisingrained
in our DNA through continuous innovation and the
meticulousintegration of essential processes and tools for
effective implementation and oversight. Our unwavering
commitment to quality resonates at every organizational

tier, ensuring there's no room for compromise. Every

individual, regardless of their role, upholds this high standard,

with no exceptions.

With the understanding that quality is a central axis for achieving
and realizing the company’s vision and mission, we have
implemented an organizational framework that supports the
assimilationofqualityprocessesandprocedures.Thiscontributes
to our culture of quality and maintains SCD's reputation as a
company that strives for quality in all our products. It contributes
to our profitability and growth through the activation of uniform
and systematic processes acrossthe organization -including our
development, production, services and product support, while

providing flexibility in fulfilling our customers' special needs.




©

Our Quality Policy

At SCD, our commitment to quality is unwavering.

We pledge to:

Champion a culture where
Improvement never stops.

Pursue excellence and unmatched
quality in everything we do.

Ensure our customers are more than

satisfied by always meeting our promises.

Deliver dependable and efficient
products and services, every time.

©)

Uphold all external and internal
standards and requirements.

Operate a robust and streamlined
Quality Management system.

Engage every team member in
implementing our approach to quality daily.
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Principles and Guidelines for Quality Management

We adhere to a specific set of principles and guidelines for quality management. These include:

©

Customer focus

Prioritize an understanding
of customer needs, fulfill
their requirements, and

always aim to surpass their

expectations.

X

Leadership

Set clear directions and
cultivate an environment
where employees are
empowered and engaged
in realizing the company’s
goals.

un

Mutually beneficial
supplier relationships

Strengthen collaborations
with suppliers to amplity
the value creation for both
parties.

.o@

Employee involvement

By fully involving our
workforce, we harness
their potential to boost the
company's achievements.

C

Factual approach to
decision making

Base decisions on
comprehensive data and
information analysis to
ensure effectiveness.

Process approach

Recognize that optimal
results come from
effectively managing
activities and resources as
cohesive processes.

Continual
improvement

Commit to the ongoing
enhancement of the
company's overall
performance, treating it as
an enduring objective.

\y

Managerial approach

Systematically identify,
evaluate, and manage
interconnected processes
for a harmonized
operational flow.
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Policies and Certifications

All of SCD's products are covered under our Total Quality Management program. This program includes managerial procedures, operating practices,

testing, and monitoring of output. SCD’s Quality Manual is available on our website.

Our Quality Management System was awarded by the certified
body (SIl) of IAQG (International Aerospace Quality Group) these

certifications:

CERTIFICATE

This is to certify that the Quality Management System of

Semiconductor Devices Ltd.
Leshem Industrial Park D.N. Misgav, 20179 Israel
Has been assessed and complies with the requirements of :

1SO 9001:2015
This Certificate is Applicable to

THE STAMGARDS STITITION OF 5308

The design and manufacture of infra-red detectors and high power laser diodes.

{IQNET

afas

[
ACCREDITED
NANIGEENT FPETING
CERTHCATIGN BOCT
Initial Approval: 26/05/2002
Valid From: 28/05/2023
Valid Until: 27/05/2026 Certificate No.: 1122015

SII-QCD assumes no liability to any party other than the client, and then only in accordance with the agreed upon Certification Agreement.
This certificate’s validity is subject to the organization maintaining their system in accordance with SI-QCD requirements for system certification. The
continued validity may be verified via scanning the code with a smartphone, or via website www.sii.orgil. This certificate remains the property of SI-QCD.
{ —
T e
Dr. Gilad Golub Avital Weinberg
CEO RN 516498250 Director, Quality & Certification Division

Ly ) Page 10f 1 The Standards Institution of Israel -Your Preferred Choice

CERTIFICATE

This is to certify that the quality management system of

Semiconductor Devices Ltd.
Leshem Industrial Park D.N. Misgav, 20179 Israel

Has been audited and registered in d with the requi of AS9104/1 Rev.2012-01
The Standards Institution of Israel is accredited under the Aerospace Registrar Management Program
and declares that the quality system of the above named organization is in conformance with:

I1SO 9001:2015/AS9100D

THE STAAGARDS STITITION OF 5308

The quality management system is applicable to

The design and manufacture of infra-red detectors and high power laser diodes.

ANE Wil RS s Bead
ACCREDITED

MAMAGEVAENT SYSTINEG
CERTWICATION DO

Initial Approval: 16/05/2013

Re-certification Approval: 28/05/2023 Certificate No.: 1122014
Valid Until: 27/05/2026

SILQCD assumes no liability to any party other than the client, and then only in accordance with the agreed upon Certification Agreement.

“This certificate’s validity is subject to the organization maintaining their system in accordance with SII-QCD for system certificat
validity may be verified via scanning the code with a or via website www.siiorg.il. Th remains the property of SII-QCD,

\ e
. : e
Dr. Gilad Golub Avital Weinberg
CEO Director, Quality & Certification Division

e i Page1of1 The Standards Institution of Israel -Your Preferred Choice

Our Environment, Health and Safety (EHS) Management System was

awarded these certifications:

CERTIFICATE

This is to certify that the Environmental Management System of

Semiconductor Devices Ltd.

Industrial Park Leshem Haifa Israel
Has been assessed and complies with the requirements of ;
1S0 14001:2015
This Certificate is Applicable to

Design and manufacture of infra red detectors and laser diodes.

MGMT. SYS.

RvA C 096
Initial Approval: 24/10/2002
Valid From: 26/04/2023 Revised: 08/06/ 2022
Valid Until: 26,/ 042026 Certificate No.: R6640

ST axsumes o abidity o amy party other than the client, and then ondy in sccondance with the agreed pon Certification Agreement
Ihi ¢s vabidity is subjoct bo the org their system with SILQCT far sy The
Sidity may lbe verified & e codie with phone, or via website s sl org il This certificate remaing the property of SI80CT)

9 : -

Vo ;
Dr. Gilad Golub = £ Avital Weinberg,
CEO RN 5401687 Diirector, Quiality & Cortification Division

Pagelofl The Standards Institution of Lsrae] -Your Preferred Choice

CERTIFICATE

This is to certify that the Occupational Health and Safety Management Systems of

Semiconductor Devices Ltd.
Industrial Park Leshem Haifa Israel
Has been assessed and complies with the requirements of :
1S0 45001:2018
This Certificate is Applicable to

THE STRMGARDS INSTITRTION OF ISRATR.

Design and manufacture of infra red detectors and laser diodes.

Initial Approval: 04/ 02/ 2004
Valid From: 26/ 4/ 2023 Revised: 08/ 06,2022
Valid Until: 2642026 Certificate No.: 112644

SHIOCTY asunames s [iaility v ainy pacty other than the clien, and then only i accondanoe with e agrond upon Cestification Agreement
This certificabe’s validity is sabject to the organization maintaining their system in soordance with SILGCTY roqudrements for system certification. The
comtiued validity may be veriliod via scanming the code with o sewstphone, of via website wiws siiong UL This certficate rensaiss the propesty of S1-0CT)
9 P e
- e e

e i S T
Dr. Gilad Golul Ofaiol Avital Weinberg

CEQ RN 50164647 Director, Quality & Certification Division

el STV Pagelof 1 The Standards Institution of [srael -Your Peefermed Choice

Our products aiming to meet any local
and customer regulations and directives.

AHCAD
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Health & Safety

At SCD, we prioritize the health and safety of employees and the people we work
with. We have implemented health and safety policies and procedures across the
organization, with a heightened focus on our semiconductor fabrication plant (FAB), in
recognition that activities performed there require great caution and strict observance

of procedures to prevent accidents or harm to employees and the environment.

Management Approach and Training

The company regards the health and safety of people as the upmost importance. Based
on these principles, SCD'’s senior management has established a company-wide health

and safety policy that is relevant for all employees, suppliers, and entities operating at our

sites.

To overseethe managementofhealth and safety at SCD, we have afull-time Safety Manager
who reports directly to the VP HR and the company CEOQ. In addition, there is a Safety
Committee with equal representation of managers and employees. The committee meets
every six weeks to review any incidents and determine remediation efforts. In addition,

members of the committee serve as safety ambassadors throughout the company.

35



FIRST
TO 5GEG

>

ALWAYS BY YOUR

SI1DC

ALWAYS WHAT YOU

ALWAYS A STEP

AHCAD

Maintaing safety standards

Every two weeks, the VP HR, Safety Manager, Infrastructure
Manager, and Resources Manager conduct tours of all
company sites to identify any potential safety hazards and
raise awareness of our culture of safety. In addition, we
conduct various safety drills to promote a high level of
readiness and are committed to learning lessons from any

safety incidents or ‘'near-miss’ incidents.

Managers and relevant employees receive safety reports
related to any incidents, including remediation details, so
they can take a proactive, engaged approach to safety and
the prevention of further incidents. We have mechanisms in
placetoreportsafetyissues,and believe inthe importance of
anopen,transparentworkenvironmentwhereemployeesare
encouraged to speak up. Employees can make anonymous
reports to HR, the Safety Manager, and the CEO. Reports
and updates are shared with company management and

the CEO on a regular basis.

Training

All company employees undergo safety training at least once a year, and every
new employee undergoes safety training and a safety briefing before they
start working at the company. Once a year, the Safety Manager gives a safety
presentation to the entire company focusing on a different safety topic. There
are regular communications with employees on safety issues throughout the
year,including a roundtable with the CEO. Any supplier, contractors, or partners
who work in our facilities receive safety training, regardless of their role or

responsibilities.

Emergency Team

In addition, we have established an emergency team that is trained to
respond to emergencies at work and contain any dangers. The emergency
team undergoes regular training throughout the year and conducts exercises
to maintain members’ professional skills and competence. We have more
members in the emergency team than required by regulation. In 2023, as part
of our risk management process, the Safety Manager underwent training for

forest fire safety, as the SCD production facility is located in a forest area.
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=%  Health & Safety Policy

The company’s Health & Safety policy outlines our approach and expectations

2022 2023
for operations at SCD. It includes detailed information on a range of topics, .
. _ o . Ergonomic (#)
including the obligation of our managementand employeesto strictly comply
@ with the requirements of relevant laws, regulations, and standards for health Falls (#) 3 3
- and safety. Accordingly, all employees have the necessary qualifications to Contact Sharps (#) 1
sIbc perform their duties in accordance with relevant requirements. Struck by (#)
Other (#) 4 5
The policy further outlines our commitment to reducing existing risks at
, , , , , Total Work Related Injuries (#) 8 8
work processes, including conducting risk surveys to ensure continuous
improvement in occupational safety and health issues. We take a proactive Total Recordable Incident Rate (TRIR) (#) 14 13
approach to health and safety across all of our facilities, and have processes Total Lost Work Days (#) 138 23
in place for the FAB, our offices, and the handling of hazardous materials, Fatality Rate (#) 0 0

align with ISO standardizations when relevant.

"We believe that safety 1s not just about preventing accidents, it's about
THE creating a culture where everyone feels empowered to speak up about safety
AHGAD concerns and where safety is always a top priority.”

a M M) ¥
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Compliance

We fully comply with the relevant national and international
regulationsand laws regarding our business activities. As an Israeli
company that exports its products and services to large playersin
the global defense industry, we comply with the export rules set
forth by the Israeli Defense Export Controls Agency (DECA) at the

Israeli Ministry of Defense.

Our compliance efforts are managed by SCD’s General Counsel,
and we recently undertook a process to refresh our compliance
program and approach. As part of this process, we implemented
an updated policy relating to anti-trust and anti-competitive
behavior, as well as an anti-bribery and anti-corruption policy.
These policies outline our rules and regulations related to these
topics, including guidance on conflicts of interest, receiving and
providing gifts, and other issues that employees may encounter

in our business operations and daily activities.

To highlight the importance of compliance throughout SCD's
departments and locations, we are developing a company-wide
internal awareness campaign to be rolled out next year. The aim
of this initiative is to make employees aware of specific policies
and regulations and be familiar with what is expected of them in

different situations.

Governance

SCD is committed to responsible governance practices. As
a private company jointly owned by a public company and
governmental company, and with extensive business in the
defense sector, we are subject to wide range of complex
regulations. We comply with all relevant local, national, and
international laws and regulations. Although we are a private
company, SCD takes a ‘beyond compliance’ approach in
our governance and business activities to meet the required

standards for public and government companies.

Board

The board of directors consists of representatives of the
company's owners. Board members have engineering or
business backgrounds, and all board members have extensive
experienceinthefield.The board meets atleastfourtimesayear,
on a quarterly basis. The board has appointed sub-committees
on its behalf related to finance and audit issues. ESG issues are

presented to the board of directors at least once a year.

Most board and committee members have afinancial education,
with extensive experience both inthe security and electro-optics

fields, or in business operations of security companies.
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Internal Audit

To support good governance and responsible business activities,
the company has an internal auditor who provides assurance on
the effectiveness of risk management, control, and governance
processes.Thisincludesreviewingandevaluatingtheorganization's
risk management framework to identify and assess the risks facing
the organization; evaluating the organization's system of internal
control to ensure that it is adequate and effective in mitigating
risks; and assessing the organization's compliance with laws,
regulations, and policies. The internal auditor reports to the CEO

and the Audit Committee of the Board.

Business Continuity

Risk & Crisis Management

Throughoutthe company'son-goingactivity, we apply risk management
evaluations in various disciplines to assure that all relevant risks are
properlyidentified and classified and thatwe have the appropriate plans
in place to reduce and contain the risks, including the appointment of
the personnel in charge of the schedule, implementation, and control

of the set processes.

Each of the company's departments manages its own risks in a bottom-
up approach.Forexample,inthe R&D department, all risks are managed

from the development project level up to the VP R&D level.

In recent years, several events have had significant impact on business activities and supply chains around the world, including the global pandemic

and regional wars. These events have had an effect on the availability of raw materials, shipping, and inflation. At SCD, we have maintained our

operational continuity throughout this time, due to our governance procedures, experienced management guidance, and the activities of our

procurement department.

To safeguard our business continuity, we maintain relevant business continuity plans which include risk assessment, to ensure our operations proceed

in challenging times and emergencies, so we can always provide customers with what they need.
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Data & Privacy

At SCD, we consider our technology infrastructure, platforms, and
databases as strategic assets that contribute to our business success. As
such, we consider data privacy and security as a high priority and have
implemented information security protocols and programs throughout
the company. Information security rules are applied to SCD’s employees,
suppliers, and customers, and contribute to our business stability and the

ability to achieve our business goals.

Our information security program is built to protect the confidentiality,
integrity, and reliability of information and information systems at SCD,
and helps maintain business continuity and protect SCD's business and
financial interests. The company’s information security procedures and
guidelines are detailed in SCD’s Information Security policy. The plan
outlinesthe management, supervision, and control of information security
practices at SCD, with the aim of providing an adequate response to
potential threats and risks, as defined in SCD’s information security risk

survey.

SCD’s management is committed to information security and meeting
our defined information security goals, including through protecting the

confidentiality of SCD’s data; providing tools for evaluating the state of

information security at SCD; implementing protection measures in accordance
with threats and technology, while taking into account relevant regulations and
laws; and other measures. We take a continuous improvement approach to
managing information security at SCD, and have implemented process controls

and information security risk management procedures.

Potential threats include those caused by human factors, information technology
components, malicious activities, and other events. To identify and manage these
threats and provide a complete and balanced security response, we periodically
verify the robustness and effectiveness of our information security measures
within the framework of all our organizational processes. Ourinformation security

risk management includes a mitigation plan, thus providing a response to the

protection of information and data while prioritizing business considerations.
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Innovation

SCD hasgained worldwide recognition foritsinnovative and high-
quality products in the Infrared (IR) detectors and laser diodes

darenas.

Our business strategy is to be a technological leader, driving
entry into new markets and establishing SCD at the forefront
of the sector. We put special emphasis on identifying gaps in
existing products to provide creative, original solutions. SCD is
recognized worldwide as the leader in cooled MWIR (mid-wave
infrared) detectors that are integrated into various commercial

and military digital detector applications.

To maintain our position as a technological leader and stay up-to-
date with the latest innovations in the field, we have established
significant associations with other players in the ecosystem, and
this is a key part of our R&D investment. This includes regular
work with various academic and research institutions, including

the Technion - Israel Institute of Technology. Collaborations span

across disciplines, such as physics and electronics, and materials
engineering, and we have dozens of PhDs on staff who conduct
ongoing work with members of academia. As such, SCD'’s
employees often present their work at professional conferences,
and are recognized as important players in the market with

unique knowledge and value.

In addition to academia, we also work with the Israel Innovation
Authority and other companies across various sectors. A
central component of our R&D program is our participation
in the Innovation Authority's MAGNET Consortium Program, a
cooperation between companies and research institutions for
the development of new technologies in various tracks. We
currently participate in three consortiums: VCSEL (Vertical Cavity
Surface Emitting Laser), metamaterials, and smart imaging.
These partnerships enable us to be continuously involved in
new, cutting-edge technological research and to be proactive,

leading player in Israel and the global market.

“There 1s a huge difference between the need for one person to see at night and a device in space that needs to see

ranges of hundreds of kilometers, and SCD knows how to answer all these diverse needs. You can say that today,

we are grving new type of eyes to our world.”

— Dr. Tuvy Markovich, VP R&D
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Over the past three years, SCD has spearheaded the Israeli
national SmartImaging consortium, a collaboration supported
by the Israeli Innovation Authority, whose members included

Leading defense company's and Universities.

The consortium focused on advancing imaging technologies
for applications such as autonomous systems, emphasizing
innovations in digital Read Out Integrated Circuits (ROIC),
simulation capabilities, and detection and tracking of dynamic

events.

The consortium developed an innovative step towards edge
processing, drawing inspiration from human visual systems.
Initial processing at the ROIC level mimics human vision,

balancing spatial sharpness and high temporal resolution.

SMART
IMAGING
CONSORTIUM

As a result of the consortium, SCD has developed the first IR
sensor with event detection capabilities, atwo-in-one detector
for event detection and imaging in parallel. This breakthrough
supports SCD's new SWIFT-El sensor, enabling advanced
capabilities like laser event spot detections and SWIR event-
based imaging. These capabilities enhance target detection
and classification in day and low-light scenarios, providing
24/7 situational awareness and cost-effective SWIR image

systems for defense, security, and commercial use.

The Smart Imaging consortium's collaborative efforts
have resulted in groundbreaking technologies with broad
applications, marking a significant milestone in the evolution

of imaging systems.
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In 2023, SCD began leading the Israeli national consortium
for the development of next generation Vertical Cavity
Surface Emitting Lasers (VCSELS). The consortium focuses
on three main technological directions: high power, fast
telecommunications, and atomic clocks. The consortium
includes leading high-tech Israeli companies and academic

Institutions.

Since their industrialization in the 90s, VCSELs have become
important building blocks in various applications such as
optical fiber data transmission and recently facial recognition
for smartphones. When it comes to manufacturability, VCSELs
have significant advantages over traditional laser edge

emitting technologies including the ability to process large

quantities of diodes on a single wafer, enable testing on the

wafer level, and more.

Within the consortium, SCD, together with the leading academic
scientists in the field, intends to develop an innovative high
power VCSEL that will enable a new paradigm in optical laser
pumping for many applications - commercial and defense alike.
SCD will leverage its semiconductor expertise and long-standing
heritage of development and manufacturing of high-power laser

diodes to develop the next generation VCSEL solutions.

L RL-ES]
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44,



FIRST
TO 5GEG

ALWAYS WHAT YOU

NGGD

SCD's Crane Solution is Redefining Infrared Detection Technology

There is a growing need for cost-effective persistent surveillance
solutions for multiple platforms, such as UAVs, drones, and fixed
and rotary-wing aircraft. For infrared (IR) detectors, there is a
constant demand for reduced Size, Weight, Power and Cost
(SWaP-C) on the one hand, and a demand for larger arrays
with more pixels on the other. SCD has introduced the world's
most advanced MW infrared (IR) detector - the Crane. This
breakthrough product is a game changer in EO/IR applications,
offering excellent performance in a small, lightweight, and

compact product.

The Crane enables persistent surveillance from a cost-effective
tactical platform ordrone, while overcomingthe need for multiple
UAVs to be deployed, each with its own payload, to cover large
areas. Instead, very high resolution can be achieved with just one
highly-reliable Crane detector, reducing costs and operational

complexity.

The Crane detectoroffershigh-resolutiontacticalareadominance
day and night, with reduced size, weight, and power (SWaP). It

empowers various industries with distinctive qualities, including:

Technological breakthrough: its compact size (5um pixel pitch)

and advanced sensing material make it the smallest global

detector with exceptional performance.

Wide range of applications: it is ideal for border protection,
360-degree situational awareness, launch detection, surveillance,

civil applications, and industrial systems.

Edge Al enabler: its ultra-high-resolution enables more "pixels on
target" and allows users to apply neural network algorithms at the

camera level, reducing overall system cost and complexity.

The device features a 5-megapixel resolution in a 2560x2048
format with a fine 5um pitch. It is based on SCD's established XBn
technology and incorporates a digital readout circuit developed
usinganadvanced CMOS process.The High Operating Temperature
(HOT) Focal Plane Array (FPA) functions efficiently at 150K or 120K,
enabling a large-format detector that excels in image quality,
while maintaining relatively compact size, weight, and power

consumption.

c
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“The CRANE detector grves our customers a wider field of view, thanks to more pixels and higher
resolution that allow for greater area capture and perimeter protection that we haven't seen before.”

— Dr. Lior Shkedy
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Environment

> S SCD is dedicated to protecting the environment and advancing environmental sustainability. We comply with all applicable laws and regulations, manage our
risk accordingly, and strive to beyond compliance when possible. Our environmental, health, and safety (EHS) management system and framework - which
includes robust policies and standards, risk assessment tools, and detailed compliance assurance programs, guides our operations across the company. We
strive to incorporate social responsibility and environmental excellence by establishing overall EHS objectives and have developed a workplan to reduce our

environmental effects, with measurable targets to track our progress.

>

ALWAYS BY YOUR

SIDG )
Our Environmental Goals:

@ @ ﬂ,@a

Reduce energy consumption Reduce miles traveled by car Reduce GHG emissions Reduce general waste We have developed specific work plans

_ to meet these goals and have begun to

- implement several initiatives.
NGGDH 2024 1% 2024 2% 2024 1% 2024 2%
2030 3% 2030 5%, 2030 5% 2027 59, To manage these efforts, in 2023 we
. established a Steering Committee to
o Ay THeo . :
‘@}h &S Dﬁ% -_‘?"'if monitor our environmental strategy and
Reduce hazardous waste Reuse and recycle materials Reduce water consumption Reduce water sent to treatment workplan, and make updates as needed.
Note: goals relate to performance
2024 5% 2024 5% 2024 2% 2024 2% :
vs. baseline year of 2021
2027 10% 2027 10% 2030 5% 2030 5%
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Energy Efficiency

5_(')':"_21- Our production is carried out in a clean room - FAB. This means we are
SCC
required to maintain constant temperature and humidity in the production

facility 24/7, throughout the entire year. In addition, we deploy sophisticated 2022 2023

technologies at our facility that cannot stop operating or be disconnected

from electricity. This includes, for example, a machine that produce certain

. o . Scope 1 emissions (MTCO?e) 9 5

@ structures, e.g., crystals, which do not exist in nature, and would require a

long-term recalibration process if disconnected from the electricity. Scope 2 emissions (location-based) 2 a6r 2 qos
':'V;IDG In addition, there are continuous production processes that cannot be (MTCO2e) ’ '

paused, and last for many hours. Therefore, our energy consumption is not

. Total GHG Emissions (Scope 1 & 2)
directly correlated to sales volume. (MTCO?e) 4,871 4,894

[
-i- We have implemented a range of measures to reduce our energy consumption:
NGED Il | Upgraded our air conditioning systems in 2020 to finetune our humidity control 2022 2023
e and significantly reduce our energy consumption.
Installed speed regulators on water pumps and blowers to reduce electricity GJ/
i : Total energy consumed _ 4,862 4,894
consumption. Terajoules
Il Implemented a project for 2023-2024 to maintain accurate air pressure in the Fuel: Diesel, Propane, Gasoline, GJ/ o :
ALWAYS ASTEP clean room, including: Jet Fuel (Scope 1) Terajoules
= |nstallation of differential pressure transmitters on the filters so they can be replaced as GJ/
needed, and not on a regular basis. Fuel: Natural Gas (Scope 1) Terajoules 0 0

= |nstallation of filters with less resistance to air flow, and a longer lifespan



Optimizing Production Processes

We have implemented several changes in our production process to

FIRST : :
To scC reduce our environmental impacts:

Reuse of QA rejected detectors and other components

We began an administrative process to closely control the cycle and
utilization of detectors and other components that were originally
@ rejected in the production process. We began to examine items that
- were disqualified for use in a particular detector or test, with the aim of
51DE identifying whetherthese components could be reused in other detectors
that have different requirements. In 2023, we reused ~5% of previously

rejected materials.

Reduction of hazardous waste and containers

-!-
[ As part of our environmental quality strategy, we carried out a review of
NGED our hazardous materials purchasing, with the goal of reducingthe number

of containers we used. We implemented several changes:

e Waste collection tanks: we installed a central drainage system for
collectingthe solvent photoresist, replacing individual collection bottles

at each workstation.

ALWAYS A STEP

e Useofadhesives:weimplementedstrictcontroloveradhesive expiration

dates, using existing adhesives instead of opening new ones, to reduce

the adhesive waste and containers.




Water & Waste Performance

T

Total water withdrawn
Total Waste Generated (tons) Landfill (tons) Diverted From Landfill (tons) Thousand cubic metres (m?)

2022-2023 2022-2023 2022-2023 2022-2023

2.6 4.2 0.8 0 1.8 4.2 \25,992 31,513J

- / - / - /

e o LN

Percent of Waste Diverted Total Hazardous Waste Recycling/Recovery Total Water Used
From Landfill Generated (tons)* (tons) Liters

2022-2023 2022-2023 2022-2023 2022-2023

30% 81.5 2.3 \31 ,634 37,680/

*data collected every two years
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Improved our production infrastructure for reduced water consumption and treatment

Upgraded our systems for adding moisture: in 2022, we switched Installed flow meters on hoods in the clean room that consume

to ultrasonic humidification systems, which resulted in reduced large amounts of UPW (ultrapure water) and DI (deionized) water, to

FIRST
TO 5GEG

identify in real-time any incidents of misuse or forgetting to turn the

hood off.

consumption of RO (reverse osmosis) water.

Replaced old solvent drainage pipes with new pipes. Recycling of gold deposits.

. . _ In 2022, we issued personal uniforms for employees in the FAB. Previously,
We installed two new RO water circulation systems at

>

ALWAYS BY YOUR

there were common uniforms used by all, which led to increased washings

workstations where there is high consumption of RO water. . , .
9 P of uniforms. With the new personal uniforms, we have reduced the number

S5IDC
of overall washings, while maintaining hygiene standards.
0 Improved our nitrogen infrastructure
0
ey In 2023, our water withdrawal and usage increased due to two main reasons: 1) increased volume of production and 2) the introduction

of three new machines into the production process which required a significant water usage for their initial calibration.

&):

I Installed new nitrogen cabinets Installed pipes to use the excess Implemented efficient and
for greater accuracy regarding the gas from a liquid nitrogen storage economical stations for pouring
amount of nitrogen required to tank liquid for consumption in the liquid nitrogen into containers for
maintain detectors in a controlled nitrogen cabinets. the purpose of testing detectors,
environment controlled, resulting in resulting in the reduction in the use
~15% reduction in nitrogen use. of liquid nitrogen.
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Detection of methane and gas

leaks in the oil and gas industries

@ SCD’s cooled and uncooled detectors
e vYour have been successfully integrated into
SIDC

thermal cameras used for detecting gas
leakage which the human eye can't see.
If gas leakage isn't discovered early,

companies could face not only financial

_!_ losses, but also negative environmental
! impact and personnel safety issues.
NCED

Waste sorting and recycling

Product Stewardship

Some of our products are used by our customers in applications intended to mitigate or improve environmental impacts. These include:

Helping to minimize fire
and wildfire damage

Infrared detectors are used for the early detection of
wildfires from space. In addition, detectors are used
for monitoring and locating fire hotspots to prevent
huge wildfires from spreading and severely damaging
the environment. Our infrared detectors are also used
by firefighters to help see through the smoke and
potentially identify people trapped in a fire.

o

Reduction of use of natural resources

and pesticides in agriculture

Infrared detectors are used in agriculture
to identify the quantities of water used,
concentration of pesticides, and identification
of diseases in plants. This detection can lead
to reduced use of water and fertilizers in the

agriculture sector.

Water pollution monitoring

Multispectral cameras based on Infrared detectors are widely used in the

recycling industry to sort different types of materials, such as plastic and

glass.These camerasare able to determine the composition of the materials

by their light absorption spectrum.

Infrared detectors are utilized to monitor
and locate debris in the ocean, helping
to locate plastic waste that can endanger

marine wildlife.
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At SCD, we believe in conducting business in a socially responsible manner and we are committed to
promoting our core values with respect to human and personal rights, labor, environmental, and anti-
corruption practices. We expect our suppliers and partners to act according to these values, as well.

Our procurement department is focused on engaging and working with suppliers who are aligned with our
core values and share SCD's approach to strive for responsible and ethical conduct at all times. We recognize
the importance of managing a fair, ethical, and professional supply chain. SCD’s Responsible Procurement
Policy outlines the company's methods of dealing with our suppliers with full transparency, awareness of
potential conflicts of interest, and commitment to environmental protection. The Suppliers Code of Conduct
sets SCD's expectations from its suppliers and aligns with the standards SCD sets for its own employees and
business associates. The policy is available on the SCD website.

The Responsible Procurement Policy covers details on:

Compliance with Laws Employment Practices Conflict of Interest
Environment, Health, and Safety Quality Right to Audit
Human Rights Anti-Corruption Information Protection and Privacy
Global Trade Compliance Ethics Program Expectations

As part of our ESG efforts, we encourage procurement
from local companies when possible. We also
promote social and environmental aspects, and carry
out procurement from diverse suppliers, such as
social businesses, small and medium-sized suppliers,
and businesses committed to high environmental
performance.

In recognition of the company's positive impact
through procurement, we implement the following
approaches when possible:

e "Green” procurement: During the procurement
process for machinery, maintenance, and electrical
products (such as lighting), there are recommended
environmental criteria to be evaluated that reduce
negative environmental impacts. In 2023, 13% of
our procurement was “green” procurement.

e Social and diverse suppliers: SCD seeks to purchase
from suppliers with socially responsible missions
and companies that employ employees with special
needs, as well as from small local businesses.
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Human Rights

We expect our suppliers to treat people with respect and dignity,
encourage diversity, remain receptive to diverse opinions, promote equal
opportunity for all, condemn, fight and prevent discrimination of any type
and foster an inclusive and ethical culture.

Our suppliers must ensure that illegal child labor is not used in the
performance of work. Our suppliers must adhere to regulations
prohibiting human trafficking and comply with all applicable local laws
in the country or countries in which they operate. Suppliers must refrain
from violating the rights of others and address any adverse human rights
impacts of their operations.

Payment

The company ensures timed payments to suppliers and sub-contractors in
recognition of the great importance of forwarding timely payments.

Partnership approach

Representatives of the Procurement Division meet and communicate with
representatives of key suppliers in order to create an ongoing dialogue
regarding the satisfaction of SCD and the supplier from the joint work.

Fair procurement

SCD chooses its suppliers following a fair evaluation process and based on common
standards, quality, value of services, and legal and ethical standing. We operate with
integrity and fairness during all of our communications with suppliers. Our guidelines
include transparent and pre-agreed terms and conditions, as well as equal opportunity
in terms of procurement requirements from suppliers.

Observance of labor laws

Suppliers are required to adhere to all labor laws and regulations. Our suppliers are
required to provide their employees a safe, supportive, and positive work environment
at all times and at any location.

As part of our efforts to increase enforcement of labor laws applicable to SCD, the
company hired an accounting firm on its behalf that conducts periodic wage audits for
sub-contractor employees in relevant fields.

Compliance

We are constantly striving to comply with all applicable laws and regulations in all markets in

which we operate. Procurement employees participate in training that includes compliance
aspects, such as anti-corruption and export control. We have a zero-tolerance policy for
corruption, and prohibit anyone conducting business on our behalf, including suppliers, to
engage in any form of activity which includes or promotes corruption.

0o

2022

2023

Number of supplier audits completed
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About this Report

This is the first annual ESG report of SCD. SCD has reported in accordance with the Global Reporting Initiative (GRI) Standards for the period January 1, 2023-

December 31, 2023. Thd data provided is for IL site only. For any comments and questions about this report please visit our website at SCD.co.il

GRI index
GRI STANDARD DISCLOSURE LOCATION
2-1 Organizational details 4 scd.co.il
2-2 Entities included in the organization’s sustainability reporting 54
2-3 Reporting period, frequency and contact point 54
2-6 Activities, value chain and other business relationships 6
2-7 Employees 21
2-9 Governance structure and composition 38
2-10 Nomination and selection of the highest governance body 38
2-12 Role of the highest governance body in overseeing the management of impacts 38
. 2-14 Role of the highest governance body in sustainability reporting 38
GRI 2: General Disclosures 2021 : :
2-15 Conflicts of interest 38
2-16 Communication of critical concerns 12
2-17 Collective knowledge of the highest governance body 38
2-22 Statement on sustainable development strategy 8
2-23 Policy commitments scd.co.il
2-26 Mechanisms for seeking advice and raising concerns 19
2-27 Compliance with laws and regulations 38
2-28 Membership associations 14
2-29 Approach to stakeholder engagement 13
3-1 Process to determine material topics 12
GRI 3: Material Topics 2021 3-2 List of material topics 12
3-3 Management of material topics 12
GRI 201: Economic Performance 2016 201-1 Direct economic value generated and distributed 5
GRI 203: Indirect Economic Impacts 2016 204-1 Proportion of spending on local suppliers 52
205-1 Operations assessed for risks related to corruption 19,38
GRI 205: Anti-corruption 2016 205-2 Communication and training about anti-corruption policies and procedures 19, 38
205-3 Confirmed incidents of corruption and actions taken 19
301-2 Recycled input materials used 46
302-1 Energy consumption within the organization 47
GRI 302: Energy 2016 302-2 Energy consumption outside of the organization 47
302-4 Reduction of energy consumption 47
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303-2 Management of water discharge-related impacts 50
303-3 Water withdrawal 49
303-4 Water discharge 49
303-5 Water consumption 49
305-1 Direct (Scope 1) GHG emissions 47
GRI 305: Emissions 2016 305-2 Energy indirect (Scope 2) GHG emissions 47
305-5 Reduction of GHG emissions 47
306-1 Waste generation and significant waste-related impacts 48
306-2 Management of significant waste-related impacts 48
GRI 306: Waste 2020 306-3 Waste generated 49
306-4 Waste diverted from disposal 49
306-5 Waste directed to disposal 49
GRI 308: Supplier Environmental Assessment 2016 308-1 New suppliers that were screened using environmental criteria 53
GRI 401: Employment 2016 401-1 New employee hires and employee turnover 26,21
403-1 Occupational health and safety management system 35-37
403-2 Hazard identification, risk assessment, and incident investigation 35-37
403-3 Occupational health service 35-37
403-4 Worker participation, consultation, and communication on occupational health and safety 35-37
GRI 403: Occupational Health 403-5 Worker training on occupational health and safety 35-37
and Safety 2018 403-6 Promoti.on of wor|'<§r héalth | | | | | 35-37
403-7 Prevention and mitigation of occupational health and safety impacts directly linked by business 35.37
relationships
403-8 Workers covered by an occupational health and safety management system 35-37
403-9 Work-related injuries 35-37
403-10 Work-related ill health 35-37
404-1 Average hours of training per year per employee 22-23
GRI 404: Training and Education 2016 404-2 Programs for upgrading employee skills and transition assistance programs 22-23
404-3 Percentage of employees receiving regular performance and career development reviews 22-23
GRI 405: Diversity and Equal Opportunity 2016 405-1 Diversity of governance bodies and employees 24
GRI 406: Non-discrimination 2016 406-1 Incidents of discrimination and corrective actions taken 19
GRI 408: Child Labor 2016 408-1 Operations and suppliers at significant risk for incidents of child labor 53
GRI 409: Forced or Compulsory Labor 2016 409-1 Operations and suppliers at significant risk for incidents of forced or compulsory labor 53
. 413-1 Operations with local community engagement, impact assessments, and development programs  |27-28
GRI 413: Local Communities 2016 : ——— , — —
413-2 Operations with significant actual and potential negative impacts on local communities 27-28
GRI 414: Supplier Social Assessment 2016 414-1 New suppliers that were screened using social criteria 52-53
GRI 416: Customer Health and Safety 2016 416-1 Assessment of the health and safety impacts of product and service categories 31-33
GRI 418: Customer Privacy 2016 418-1 Substantiated complaints concerning breaches of customer privacy and losses of customer data |40
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