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ABOUT THIS REPORT
BRI &

This Environmental, Social and Governance (ESG) Report of Tian
Chang Group Holdings Ltd. (hereinafter refer as "Tian Chang”
or “the Group”) refers to the ESG Reporting Guide in Appendix
27 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited ("HKEX ESG Reporting Guide")
to define its report content. We maintain an open dialogue with
our stakeholders (including management, employees, customers,
suppliers and investors) to receive their comments and understand
their expectations on what the ESG issues matter most via
meetings, interviews and discussions. The areas of focus of this
report include environmental and social performance in various
aspects. The data disclosed in this report are prepared and
provided by the respective administration departments of Huizhou
factories of the Group. Disclosure content of the ESG report has
been confirmed by the Board.

REPORTING PERIOD AND SCOPE

The scope of this Report includes Tian Chang's business operation
in Hong Kong and Mainland China. During the year, the operation
of Shenzhen factory was suspended by the end of February 2018.

Reporting period: 1 January 2018 to 31 December 2018, the financial
period of our Annual Report 2018.

REFERENCE GUIDELINES

Appendix 27 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited - ESG Reporting Guide

CONTACT

Should you have any enquiries or feedback on this Report, please
feel free to contact us via the following methods:

* Address: Unit 6, 13/F, Block B, Hoi Luen Industrial Centre, 55
Hoi Yuen Road, Kwun Tong, Hong Kong

* Tel: +852 28571778

* Fax: +852 2857 9638

*  Email: info@hktcgroup.com

*  Official Website: http://www.hktcgroup.com/
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CORE VALUES/MANAGEMENT PRINCIPLES

Tian Chang always strives for the best and promotes sustainable
development in its business operations. The Group always takes
environmental protection into account in their business operations
and tries to strike a balance between economic development and
the environment and society.

MANAGEMENT STRUCTURE

Tian Chang has a clear organizational hierarchy to carry out
different parts of operations within the Group. As the Group has
achieved ISO 9001 and 14001 certifications, the ISO department is
mainly responsible for reviewing ESG strategies and policies, and
also act as a coordinator to oversee ESG operations in our factories.
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ENVIRONMENTAL PERFORMANCE
RRAE

The Group is well aware of the effect of environmental performance
to our business, especially for daily operational challenges
regarding greenhouse gas (GHG) emission reduction, energy
conservation and waste management. Therefore, we have put
extensive efforts on our environmental management system to
minimize our environmental impact.

We have setup an environmental management system in
accordance to I1SO 14001:2015. We also have an environmental
data collection system to keep track on the performance and
review the efficiency of the measures we have adopted in the past
year.

All businesses conducted by the Group are in strict compliance with
all national and local laws, regulations, and other related industrial
standards, such as the PRC Environmental Protection Law, the
Law on the Prevention and Control of Atmospheric Pollution, the
Law on the Prevention and Control of Water Pollution, the Law
on the Prevention and Control of Solid Waste Pollution, and the
Environmental Impact Assessment Law of the PRC.

The business operations of Tian Chang did not undergo any major
changes in the reporting period and complies with the latest
environmental-related laws and regulations.

EMISSIONS

Other than the above-mentioned compliances with the national and
local laws and regulations, Tian Chang has put additional efforts
in regulating gas emission, waste generation and usage of water
during the daily operation. The Group has established “Procedures
for Managing Wastewater, Exhaust Gas and Noise” which outlined
the daily procedures on reducing emission on site.

4 Tian Chang Group Holdings Ltd. ESG Report 2018
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ENVIRONMENTAL PERFORMANCE

Gas Emission

The major business for Tian Chang is integrated plastic solution
services and manufacturing of e-cigarette products as an original
equipment manufacturer (OEM). The Group has identified the
major gas emitting source in the operation site which is the
operation of injection molding machines.

In order to reduce the emission of volatile organic compounds
(VOCs) and dust into the atmosphere which may cause harmful
health effect to the workers, the Group has consulted an
environmental technology company for an emission reduction
solution in December 2016. In 2017, all the Group's workshops
equipped with injection molding machines and painting machines
had installed activated carbon filter and water spray. After the
completion of these mitigation measures, the exhaust gas emitted
by the operation has complied with the Guangdong Province's “Air
Pollutant Emission Limits”. Moreover, the Group has adopted the
use of photo-catalyst in the filtering system to reduce methane
emission. In 2018, the Group utilized the listing proceeds to
purchase a certain number of injection molding equipment to
replace the old machines that have been used for more than 15
years. Other than improving the precision level of our injection
molding components, those equipment can also reduce electricity
consumption and greatly reduce air pollutants emissions.

The Group has also established standard operating procedures
for the daily maintenance and operation of these newly installed
equipment for protection of the workers.

Moreover, the Group has compulsory annual inspection for the
Group's vehicles in order to ensure the exhaust emissions in
compliance with the national standard.
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ENVIRONMENTAL PERFORMANCE

RARSHE

Major Gas Emission Indicators FERBHRISE
Air Pollutant Emissions Unit Emission in 2018
RIS RYHK B 2018 FHE M E
Nitrogen Oxides (NOx) kgs
AELY(NOX) NI 67.69
Sulphur Oxides (SOx) kgs
ALY (SOX) NI 0.55
GHG Emissions by Scope Unit Emission in 2018
REEZIHNRERBHN By 2018 FHHE
Total Greenhouse Gas Emissions t-CO; eq.
RERBENE WE—EALIRE S 21,962.65
Greenhouse Gas Emissions - Scope 1 t-CO; eq.
REREEHEN — & EN WE—ELIRE 8 127.93
Greenhouse Gas Emissions - Scope 2 t-CO; eq.
RERBHR - #E2 WE— S LIRE 8 21,637.24
Greenhouse Gas Emissions - Scope 3 t-CO; eq.
BEREYN—#ES3 Wo—abixE S 197.48

GHG Emissions by Source Unit Emission in 2018
BRIRE DN BREREHEK By 2018 F HEE
Direct emission from stationary combustion t-CO; eq.
HEENEEMRER BN WE—SEALIRE S 27.84
Direct emission from vehicles t-CO; eq.
BEEERR IR WE— SLIRE 2 100.08
Indirect emission from electricity consumption t-CO; eq.
FAE R HE AR WE—SLIREE 21,637.24
Indirect emissions from flights t-CO; eq.
FRLE R HERL WE— S LiRE & 38.90
Fresh water emissions t-CO; eq.
IKBER WE—ELIRE 8 98.44
Sewage treatment emissions t-CO; eq.
BRIR)5/K B R E R EE B WE—SEALIRE & 53.49
Other indirect emissions t-CO; eq.
HAth F £ BE WE— LI E B 6.66
Major Emission Intensity Unit Emission in 2018
FTEHNEBE B 2018 FHEHE
Total Greenhouse Gas Emissions t-CO; eq./million

HKD revenue
RERBENE WE— LI EE 22.72
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ENVIRONMENTAL PERFORMANCE

Waste Management

Tian Chang has a well-established system to handle various types
of waste (hazardous and non-hazardous). The Group ensures the
disposal of waste within the operating site are in compliance with
Law of the PRC on Solid Waste Pollution Prevention and Control,
Regulations on the Administration of Hazardous Waste Transfers,
National Hazardous Waste List and other related laws and
regulations.

The Group has also established “Procedures for Waste
Management” to guide the employees on how to dispose hazardous
and non-hazardous solid waste properly. For hazardous waste,
all chemical wastes are properly stored in a designated indoor
warehouse on site with secondary containment to prevent leakage.
The removal of chemical on the ground requires the use of specific
cloth or sawdust to clean the site. And all the hazardous waste is
collected by authorized collectors. For non-hazardous waste, some
of the recyclable waste such as toner cartridges and batteries
are separately collected and handled by external recyclers. The
other general waste is stored in refuse area and collected by local
environmental and hygiene department. The Group has paid the
best effort to prevent any contamination of the underground water.

The Group requires its workers to dispose different types of solid
waste into the designated area. The amount of waste generation is
recorded on “Monthly Solid Waste Generation Statistics”.
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ENVIRONMENTAL PERFORMANCE
RRAE

Major Waste Generation Indicator FTEBEEYEEZ
Amount
Waste Types Unit Generated in 2018
BEEYyER By 2018 FEALE
Hazardous Waste Tonnes
BEEED U 17
Construction Waste Tonnes
REEEY) s 192
Amount
Waste Intensity Unit Generated in 2018
BEYELERE By 2018 F ELE

Hazardous Waste

BEEEY

Construction Waste

Water Discharge

Water is not a major component in our manufacturing process
as we focus on using injection molding and other waterless
techniques. Nevertheless, we have implemented measures to
reduce our consumption of water for operation and domestic use.
The Group has strictly complied with Water Pollution Control Law
of the PRC, Urban Sewage Treatment Plant Pollutant Discharge
Standard and other related laws and regulations.

The Group has strictly regulated the handling of water discharge
during operations. All sewage is connected to the government
sewage pipeline and transferred to the local sewage treatment
plant. The cooling water system of the Group has adopted recycling
and reuse measures. The Group has monitored the system daily
to prevent any leakage.In addition, the Group has conducted

wastewater quality monitoring annually.
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USE OF RESOURCE

Tian Chang has been actively promoting resource efficiency in
order to reduce the environmental risk for our business. In order to

ENVIRONMENTAL PERFORMANCE

EIREH
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PR IR IR EREN
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achieve this objective, the Group has established “Procedures for —BE SEEST[BERMEERHEL
reducing usage of resources and energy". IS
The Group hires professional and certified electricians for the daily SEREFEEENREE

maintenance of the electricity system on site. The use of electricity
is recorded on a monthly basis. The Group has also encouraged the

employees to use less resources.

Major indicators for resource consumption

FREFEEER

THETRBENR
SNBEFEHE - EHNEMAREACE -
SETZREERDERER o

Consumption

Resource Consumption Unit in 2018
EREE By 2018 FHME
Electricity Kilowatt hour
= TR 31,053,790
Gasoline Litre
s F 36,961
Liquefied Petroleum Gas (LPG) Litre
Y =i k=) 7+ 10,817
Natural Gas Cubic metre
RAR SR 5,449
Paper kg
Aok T 1,387
Water Tonnes
K | 244,263
Consumption
Major Resource Consumption Intensity Unit in 2018
FEEFHERE By 2018 FHME
Electricity kWh/million
HKD revenue
B FEE, 32,349
BEBTE
Water Tonnes/million
HKD revenue
X wa, 254
AEBTE
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ENVIRONMENTAL PERFORMANCE
RRAE

THE ENVIRONMENT AND NATURAL RESOURCES RIZEEBARER

The Group takes all related environmental risk into account during SEEXBERERIREREILHMEAE
the planning of its business development. Moreover, the business of RIERBRERAA o LN REHEZT
the Group does not cause any material impact on the environment SHIRB N EARERERERERTE -

and natural resources.
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EMPLOYMENT

In order to achieve our business targets and to drive innovation,
Tian Chang relies our success on a talented workforce of 1,412
employees (previous year:1,350). To promote fair working
environment and employment practices, the Group has developed
our management system, including assessment of employees’
performances on their business needs, capability and contribution
to the company, to evaluate salary reviews and job promotions.
Besides, we have identified and strictly complied with the related
laws and regulations, such as Cap. 57 Employment Ordinance,
Cap. 480 Sex Discrimination Ordinance, Cap. 487 Disability
Discrimination Ordinance, Cap. 527 Family Status Discrimination
Ordinance, Cap. 602 Race Discrimination Ordinance, the
Labour Law of the PRC, the Labour Contract Law of the PRC,
the Employment Promotion Law of the PRC, the Labour Dispute
Mediation and Arbitration Law of the PRC and other related local

labour laws and regulations.

The Group has established “Procedures on Working Hours and
Wages"” which safeguards our employees’ rights and interests.
Annual performance appraisal will be conducted for employees
who have worked for one year or above, with salary increments
subject to individual's performance. The working hours of our
employees are stated as 8-hour per day and five working days per
week. Upon approval from our Human Resources Department, our
employees can be arranged to work overtime with a maximum of
three hours per day and shall not exceed a total working hour of
60 hours per week. The Group also stated the off-work periods
of our employees and provides them paid leaves as remuneration
benefits and welfare. Trainings are also provided to all employees,
details please refer to the "Development and Training” section
below. In case of any terminations of employment, the Group
will compensate the terminated employee for accrued wages. In
addition, Tian Chang also provides free housing and meal to our
employees in Huizhou. To promote diversity in our workplace,
the Group's “Management Procedures on Anti-Discrimination”
endorsed by Human Resources Department provides a clear
structure on a fair employment practice during recruitment. The
policy clearly states any discrimination on race, gender, religion,
national origin, physical or mental disability, age, sexual orientation,
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SOCIAL PERFORMANCE
HERR

and gender identity are strictly prohibited during the employment R EMEA AR KR EIER - SEEK
process. The procedure also clearly states the standard operation SN BEEASEN o SETES
procedures when discrimination practices are detected in SA8000:2014 4t & B ERE + & ide &R
workplace. Trainings are provided to eliminate any discrimination BMETESIMERLEERA - RER
practices among employees. If any discrimination or harassment BZBEERTRMARTHNEERRE &
reports are received, the Group will establish a working group P82 N AREBIREETFNIIFRE

to directly investigate into the incident. The Group is honored to

receive the SA8000:2014 Social Accountability Certification that

recognizes our socially acceptable practices in the workplace. Tian

Chang believes the certificate recognizes our continued satisfactory

operating of our Management System and we will strive for a better

working environment for our employees.

During the year, the Group held various kind of recreational RERN - SEABETRPESEIRE T -
activities for staff to promote employee’s work-life balance. VAR (R B TYEBL A 8 18 o

bt L T TR

¥

Annual Dinner Birthday party
NABE BTHAHED

Tug-of-war competition Basket-ball competition

Bom & LR E
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HEALTH AND SAFETY

Our employees’ health and safety have been one of Tian Chang's
top priority items, therefore, the Group has implemented
“"Management Procedures on Health and Safety” to eliminate all
potential safety hazards and ensure a safe working environment
to protect employees from occupational injuries. The management
procedures cover all manufacturing operations in our factories,
as well as highlighting the safety requirements for our suppliers.
The safety committee will conduct a risk assessment among our
factories and identify all potential health and safety hazards.
The representatives of the committee will also tailor a health and
safety educational and training programme to all employees. In
addition, all supervisors from different departments shall closely
monitor their responsible workers to prevent accidents and be
educated on the proper operating procedures to them. Without
prior approval from supervisors, all workers are not permitted
to conduct any repairing works on-site. In case any operating
procedures are carried out in a risky condition and may endanger
the worker's safety, supervisors shall immediately report to seniors
and carry out remediation process to reduce all potential hazards.
Furthermore, if any malfunctioning or machineries breakdown are
found, workers shall report to the supervisors. All passages along
the working area are strictly prohibited for storage and workers
are not allowed to leave the machines running while away. During
the reporting period, 18 cases (previous year:14) of work-related

injuries and no work-related fatality cases were reported.

Apart from our internal management procedures, Tian Chang also
complies with relevant local laws and regulations, including Cap.
509 Occupational Safety and Health Ordinance, the Labour Law
of the PRC, the Fire Prevention Law of the PRC, the Prevention and
Control of Occupational Diseases of the PRC and the Measures
for the Ascertainment of Work-related injuries. To prevent the
outbreak of fire within our operation areas, our security guards will
be responsible to carry out routine daily checks around our sites,
such as dormitory, factories, garages, lavatories, and kitchen. Our
staff will also ensure all equipped fire extinguishers are functioning
properly and will replace those which do not comply with the fire
safety standards. Our Human Resources Department will guide our
fire safety committee to carry out one to two fire drill practices
annually and we demand all of our employees should acknowledge
the designated locations and operations of all fire extinguishers.
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SOCIAL PERFORMANCE
HERR

Lastly, to offer a healthy workplace environment to all employees,
Tian Chang demands a clean and tidy working environment in all
operation areas. Ventilation machines shall be switched on during
working hours to ensure sufficient air ventilation indoors. Sanitizing
equipment and tools are provided among the dining areas and
spitting is strictly prohibited in our factories. The Group will also
circulate notices to our employees to remind them of precautionary
measures during peak seasons of influenza. We believe all the
aforementioned procedures can safeguard our employees’ health
and safety and minimize all potential workplace occupational
hazards.

Ri& - RTHAARERHKERENTIER
% RREREMA LIERERGEFE
B TIERE - £ TIERHE AR AR
o AEREANATHHER - AEER
HHSREMTAYRELZE - KETE
e 8 &AM - REMMERRSIES
REVERTHE 6 - BAPIBEFTA Ll i2 738
AAREBREEETIESMNEEMZ S
WA BRI BEN THESH -

First Aid knowledge training Food safety management training
B EIE BmRT 2 ERE

Fire Drill
HPERE
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DEVELOPMENT AND TRAINING

Tian Chang has stipulated the “Management Procedures on
Development and Training” for in-house training and distribution
of work. The document clearly lists out the requirements and
performance indicators to enhance our employees' occupational
skillset and quality. It also reinforced our development and training
systems and ensures all programmes are carried out in a smooth
and sustainable practice. Our Human Resources Department
is also responsible for the instructions of the job duties of each
position and formulates an annual training development plan.
The Department also organizes and archives all development and
training records for internal assessment and evaluation. Besides,
all departments will assist our staff from the Human Resources
Department to conduct training sessions and provide necessary
feedbacks for continual improvements. In addition, to enhance the
learning atmosphere and promote efficient training information
among employees, all departments are required to fill in a
corresponding "Development and Training Datasheet” and submit
to the Human Resources Department.

Furthermore, the Group tailors various training courses to all
employees for suiting their needs. For example, comprehensive
pre-job trainings and orientation programmes are provided to
new employees with introduction of company background and
culture, foundation knowledge of company regulations and safety
requirements. New employees are also subject to corresponding
on-job trainings offered by their reporting departments. We also
provide sufficient trainings to newly promoted employees, so as
to enhance their practical skills and adaptability in new positions.
Tian Chang also invites external institutions to organize training
courses to our employees. Our Human Resources Department
will revise our annual training programmes in accordance with the
reviews and feedbacks of each department. The Group believes
our vocational training practices will allow us to nurture a better,
sustainable working environment and learning atmosphere to our

employees.
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On-Job Training
R

LABOUR STANDARDS

Tian Chang strictly abides by all labour-related laws and
regulations of Hong Kong and the PRC, including Cap. 57
Employment Ordinance, Cap. 485 Mandatory Provident Fund
Schemes Ordinance, Cap. 509 Occupational Safety and Health
Ordinance, Cap. 608 Minimum Wage Ordinance, the Labour Law
of the PRC, the Labour Contract Law of the PRC, the Provisions of
Child Labour of the PRC and the Law of the PRC on the Protection
of the Minors. In addition to the compliance of the labour-related
laws and regulations, the Group has established “Management
Procedures on the Prohibition of Child Labour”. Human Resources
Department is not allowed to hire child labour, who are aged under
16, and junior workers, who are aged between 16 and 18, during our
recruitment process. Applicants are required to report their identity
by showing their identity cards during the application. Upon
issuance of letter of employment, our staff from Human Resources
Department will require the applicant to show their original identity
card for verification purpose. Through discussion and checking of
identity card during the engagement process, the Group believes
the possibility of recruiting child labor is minimized.

16 Tian Chang Group Holdings Ltd. ESG Report 2018
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In case any child labour are observed by our employees during
daily business operations, our employees shall report to the
Human Resources Department directly and senior departments
for immediate verification. The Group will report to local Labour
Department without delay. If necessary, the Group will send the
reported child labour directly to local hospitals for health checks.
If it is found that the parents or guardians of the child labour
encounter financial difficulties, the Group will provide suitable
assistance to the family and education allowance to improve their
financial status.

SUPPLY CHAIN MANAGEMENT

To ensure Tian Chang's products fulfill the expectations of our
customers, while minimizing any potential environmental and social
risks from our suppliers, the Group has established “Management
Procedures on Supply Chain” to select qualified and outstanding
suppliers. The procedure grades all suppliers by relevant rating
systems: outstanding suppliers are rated between 80 and 100,
suppliers with rating from 65 to 80 are classified as pass while
the rest are considered failed. Our Purchasing Department will
be responsible for the management of all production and non-
production services suppliers and our ISO Department will be
responsible for the assessment of suppliers.

During the engagement process, our teams will assess all
potential suppliers based on their certification of management
systems, company profile, manufacturing procedures, status of
production and inspection equipment and the applicable operation
or production license of certain hazardous chemicals. Besides,
the Group will assess our suppliers if they have attained the
certification of 1SO9001:2015 or other related documents, and
all samples and products have undergone applicable quality test
on-site. Inspection will be carried out bi-annually for outstanding
suppliers, while the frequency of inspections will increase to once
per year for suppliers which obtained a pass in our assessment
scheme.
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PRODUCT RESPONSIBILITY

To protect consumer data privacy and other confidential
documents, Tian Chang strictly follows Cap. 528 Copyright
Ordinance, Cap. 486 Personal Data (Privacy) Ordinance, the Law
of the PRC on the Protection of Customer Rights and Interests and
has established clear instructions on how to prevent leakage of
confidential documents and effective management of documents.
The "Management of Confidential Documents” has classified all
documents into three broad categories: A, B or C grade, based on
the extent of sensitivity of the documents. Our ISO Department will
be responsible for the classification, management and distribution
of documents in order to attain better monitor purposes.

The Group also complies with related national laws and regulations
on product safety. We provide our best effort to ensure our
products are of top quality by conducting regular checks. Besides,
the Group also adopts responsible advertising and labeling manner
to minimize customer dissatisfaction. The Group has implemented
"Procedures on Information Exchange” to ensure Operation
Department are responsible for the product quality and safety.
During the reporting period, our Group had not experienced any
material litigation, claims, return on sales, recalls, reworks, or
repairs from our customers, while the returns on sales for FY2018
was 1.15% (previous year: 0.4%).
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ANTI-CORRUPTION

Tian Chang expects our employees carry out their work in a
responsible and honest manner. The Group strictly complies
with relevant laws and regulations, including Cap. 201 Prevention
of Bribery Ordinance, Cap. 615 Anti-Money Laundering and
Counter-Terrorist Financing Ordinance, the Criminal Law of the
PRC and its Judicial interpretation, the Criminal Procedure Law
and its Judicial interpretation, the Interpretation on Several Issues
Concerning the Applicable Laws to Handling Criminal Cases of
Embezzlement and Bribery, and the Anti-Money Laundering Law
of the PRC. In addition, the Group’s “Management Procedures on
Anti-Bribery” applies to all entities among the corporate in order to
regulate all business activities.

The Group embraces responsible business practices and we
expect high moral standards and integrity from our employees and
business partners. To prevent employees from any malpractices
that may potentially threaten Tian Chang's interest and reputation,
we regularly remind our employees to comply with our code of
practices. Besides, it is clearly stated that all capital and assets of
Tian Chang shall only be used in a legal and appropriate manner.
Any forms of bribery, extortion, fraud, money-laundering and
embezzlement are strictly forbidden. Employees are allowed to
report on any suspicious misbehavior of unethical businesses to
our senior management directly. All whistle-blowing procedures
will be conducted in strict confidence and the Group will ensure
all measures are undertaken to protect the privacy and identity
of whistle-blower. The review panel of the Group will conduct
formal investigation on all reported cases. The Group accepts zero
tolerance to any dishonesty and unethical business behaviors and
if any violation is confirmed, we will report to the government
authorities in accordance with the law and the involved employee
will be penalized immediately.

During the reporting period, the Group did not observe nor receive
any legal cases regarding corrupt practices.
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SOCIAL PERFORMANCE
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COMMUNITY INVOLVEMENT

Tian Chang encourages our employees to participate in community
philanthropic activities. During the reporting period, the Group
has contributed to the aspects of education and health through
sponsorship. As Tian Chang has always encouraged our employees
to help each other and devote themselves in volunteering services
to the community, the Group is proud to receive a recognition
award in our contribution to the provision of education services
in the community. We would like to foster the improvement
and development in the society by a sustained investment and
involvement in the community. Tian Chang is also committed to the
promotion of volunteering works and encourages our employees to
participate in service activities.

Volunteering works

REEIE
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