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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

1

About the Environmental, Social and Governance Report

1.1

1.2

1.3

Reporting Guideline

This is the sixth Environmental, Social and Governance Report (the “ESG Report”) published by Tiangong
International Company Limited (the “Company”) and its subsidiaries (collectively referred to as the
“Group” or “we"). The ESG Report mainly introduces the environmental, social and governance (“ESG")
performance of the Group in 2021.

The ESG Report has been prepared by the Company in accordance with the Environmental, Social and
Governance Reporting Guide (the "ESG Guide") under Appendix 27 to the latest revised Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”) issued by
the Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The ESG Report shall be read in
conjunction with the section “Corporate Governance Report” of Tiangong International Company Limited
Annual Report 2021 (the "Annual Report 2021") for a comprehensive understanding of the Group’s ESG
performance.

Reporting Scope

Unless otherwise stated, the organisational scope of the ESG Report covers the Company and its major
subsidiaries. Other subsidiaries and associates of the Group that are not directly engaged in production
activities have relatively minor impacts on the overall environmental and social performance of the Group
and are therefore not included in the reporting scope of the ESG Report. The Group’s automated cutting
tool factory in Thailand has been officially put into production in May 2021 and is therefore included in the
reporting scope of the ESG Report this year for the first time.

Unless otherwise stated, the reporting period of the ESG Report is consistent with that stated in the Annual
Report 2021, which is from 1 January 2021 to 31 December 2021 (the “reporting period”).

Report Statement

The board of directors of the Company (the “Board”) has overall responsibility for the Company’s ESG
strategy and reporting. The Board is responsible for assessing and determining the ESG risks within the
Group's operating scope and ensures that the appropriate and effective ESG risk management and internal
control systems are in place. The Group’s ESG approaches, strategies and materiality assessment will be
specifically disclosed in the sections of the ESG Report.

The information contained in the ESG Report is sourced from the official documents and statistical reports
of the Group. The ESG Report has complied with all mandatory disclosure requirements and the “comply or
explain” provisions of the ESG Guide, and has applied the following reporting principles in the ESG Guide:

Through the review of material issues, the Group identified and confirmed the material issues applicable to
the Group during the reporting period, and focused on the disclosure of relevant issues in the ESG Report.
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1.4

1.5

To comprehensively assess the Group’s ESG performance during the reporting period, the Group disclosed
measurable key performance indicators, which are set out in the ESG Guide and applicable to the Group,
and specified the sources of standards, methods, assumptions and calculations used by the measurable
KPIs, including the sources of the conversion factors.

Unless otherwise stated, the ESG Report adopts the same preparation and data calculation methods as the
previous reporting period so that readers could make meaningful comparisons of the ESG information in
the ESG Report.

The ESG Report follows the principle of balance and objectively presents the Group’'s ESG performance
and management status during the reporting period.

Form of Report Publication

The ESG Report is published in two languages — Traditional Chinese and English. In the event of
discrepancies between the Traditional Chinese version and English version, the Traditional Chinese
version shall prevail. You could access the Traditional Chinese and English PDF versions of the ESG Report
via the Company’s website at http://www.tggj.cn/and the Stock Exchange’s HKEX news website at
https://www.hkexnews.hk/index_c.htm.

Feedback on the ESG Report
Should you have any comments or questions about the Group's ESG work, you are welcome to contact us
by email.

Email: tiangong@biznetvigator.com

2 Corporate Governance Integrated with ESG

2.1

ESG Governance Structure

The Board is the highest responsible body for the Group’'s ESG matters, comprehensively supervises
the Group’s ESG governance, and is responsible for the formulation and review of the Group’'s ESG
development strategies and goals. The Board leads and participates in the assessment, determination,
and review of the Group’s ESG-related matters, including ESG risks, and ensures the implementation and
improvement of appropriate and effective ESG risk management and internal control systems. Under the
leadership of the Board, the Group strictly complies with the laws and regulations of the places where
it operates in the decision-making process of major issues, and has formulated internal regulations,
policies and procedures related to ESG matters based on the actual situation of the Group to ensure the
standardisation and implementation of relevant governance work.
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2.2

In addition, in order to further integrate ESG concepts into corporate governance and comprehensively
improve the Group's sustainable development management, the Board has set up an ESG Working Group,
which is led by the head of the Office Administration, the Financial Controller and the head of the Securities
Investment Department of the Company. The representatives of ESG-related departments of the Company
and the interface persons of the subsidiaries are jointly appointed as members of the ESG Working Group.
The main responsibilities of the ESG Working Group are to assist the Board to coordinate and supervise
the implementation of the Group's ESG policies and ESG strategies, review and assess the progress of the
completion of ESG development goals, continuously follow up the latest events and trends of sustainable
development in the industry, and report material ESG issues and potential ESG risks to the Board. At the
same time, the ESG Working Group regularly collects data and information related to ESG issues and
assists in the preparation of the ESG report.

During the reporting period, the Group set a number of medium- and long-term ESG development goals
through the comprehensive research, which were reviewed and approved by the Board. In the future,
the Group will continue to improve its ESG governance system and enhance employees’ sense of
responsibility on ESG issues, so as to get prepared for the challenges and opportunities in ESG-related
fields in the future.

ESG Risks

In order to further improve the Group’'s ESG governance, during the reporting period, the Group
comprehensively evaluated and identified major ESG risks, providing an important reference for the
targeted improvement of ESG management in the future. Firstly, the Group established a list of potential
ESG risks based on the research and identification of global trends and key ESG risks faced by the steel
industry. Subsequently, the Group conducted the assessment based on the list of potential risks, prioritised
relevant risks and finally identified material ESG risks.
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During the reporting period, the Group’s ESG risks were classified into five levels, among which, 3 ESG
risks were at the “medium” level, 12 ESG risks were at the “low"” level, and no risks were at the “high”
or “very high" levels. In particular, the ESG risks at the “medium” level and their respective corresponding

management status are as follows:

ESG Risks Risk Description Management Measures

Insufficient Unsatisfactory or substandard > Implement the Measures for the Administration

employee training will lead to waste of Induction Training for New Employees to

development of resources and affect standardise the management of induction training

and training the realisation of future for new employees, assist new employees to
strategic objectives due get familiar with the Group'’s culture and system
to the insufficient ability as soon as possible and become competent for
of employees, hinder the their new positions;
business development »  For the training of technical talents, adopt a one-
and is not conducive to to-one apprenticeship programme and formulate
the improvement of the the Interim Measures for “Master-Apprentice”
corporate productivity. Programme to standardise the system rules and

clarify the responsibilities of the mentors and
apprentices;

»  The Group and various departments hold staff
training activities with different themes on a
regular and irregular basis for every year, such as
credit risk training and sales staff comprehensive
quality training.
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Employee
health

and safety
incidents

Steel production needs to
be conducted in a high-
temperature environment.
During the production
process, hazardous
substances such as dust
and waste smoke are also
produced, as a result the
working environment is
subject to certain safety
risks. If there is an absence
of comprehensive and
strict safety management
policies, measures and
training, the frequency and
severity of employee safety
accidents may be increased.
The occurrence of safety
accidents may damage the
health of employees and
reputation of the enterprise,
and the enterprise may need
to pay a large amount of
compensation.

Implement the Occupational Health and
Safety Management System, clearly list the
safety management specifications of various
production work to guide employees’ daily work;
Implement the Liability System for Safety
Production, which clearly stipulates the safety
production responsibilities of leaders at all
levels, functional departments, engineering
and technical personnel and post operators.
The Safety and Environmental Protection
Department (“SEP Department”) is responsible
for the Group’s production safety, and a three-
level management structure of “General
Manager — Head of SEP Department — Safety
Officer” has been established;

Implement the Safety Training System, which
clearly stipulates that all employees must
receive strict safety training and the safety
training is divided into three levels. Employees
can only perform their duties after being familiar
with all safety management systems and signing
the Letter of Undertaking of Safety Production
for Employee;

Implement the Safety Inspection System,
clarify the contents and processes of system
inspection and hidden danger inspection, and
regularly carry out safety inspection at different
levels of the Company, workshops and teams;
Implement the Reporting System of Safety
Work, which clearly stipulates the reporting
time, process and content of safety production
work of each department;

Implement the Emergency Response Plan,
listing out the types of major emergencies
identified by the Group and the corresponding
measures, conduct regular emergency drills, and
review the Emergency Response Plan annually,
and make amendments if necessary;
Implement the Emergency Plan for the
Prevention and Control of the Pandemic,
setting out the responsibilities and emergency
measures for epidemic prevention and control of
personnel at all levels;

Provide entry physical examination, annual
physical examination and resignation physical
examination to ensure the health of employees.
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ESG Risks Risk Description Management Measures

Product The product quality of an >  Implement product life cycle quality control,

quality risk enterprise affects customers' formulate and implement product quality control
satisfaction and confidence system in accordance with GB/T19001-2016/
in the enterprise. If the ISO9001:2015 Quality management system-
enterprise's products fail Requirements;
to meet the standards and »  Carry out product quality measurement
no comprehensive quality management in accordance with GB/
control are formulated, it may T19022-2003/1SO10012:2003 Measurement
lead to the loss of customers management systems-Requirements for
and affect the performance of measurement processes and measuring
the enterprise. equipment,

> Formulate and implement procedures and
product quality control manuals such as the
Management Procedure for New Product
Development, the Control Procedure for Self-
Made Unqualified Product and the Enterprise
Measurement Management Regulation;

»  Take a series of measures to ensure product
quality: conducting sample inspections on raw
materials; conducting strict quality inspections
on semi-finished products at various stages of
the production process; conducting a series
of product quality tests on finished products;
obtaining quality warranties before launching to
the market;

» The sales department handles customer
complaints in accordance with the After-sales
Services Management System and takes
appropriate measures to solve the problem of
unqualified products.
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3

Stakeholder Engagement and Materiality Assessment
Communication Channels with Stakeholders

3.1

The Group attaches great importance to the concerns and demands of stakeholders, and believes that
maintaining efficient and close communication with stakeholders is an important basis for achieving
sustainable development. To this end, the Group reviews the stakeholders involved in all aspects of
business operations and their potential impacts on the Group, identifies important stakeholder groups, and
maintains the long-term and close contact with all stakeholders through various communication channels
such as questionnaires, information disclosure, and meetings, and listens to their opinions and feedback on

the Group's various sustainable development work.

Stakeholder Communication Communication
Groups Expectations Methods Frequency Actions in Response
Shareholders Investment General meeting Annually/ » Continuously improving
and investors  returns quarterly/ risk management and
Company . :
irregular internal control system
Corporate announcements :
»  Strengthening
governance : N
Regu|ar reports information disclosure
Regular and conducting regular
communication FoER ST communication
Government Compliance Supervision and Regular/irregular > Strictly abiding laws
with laws and assessment and regulations of the
regulations places of operation
Information . .
: ; and implementing
Paying tax disclosure :
. compliance work
according to laws : :
> Actively cooperating
with regulatory
authorities
> Paying tax according to
laws
Customers High-quality Contracts and Annually/monthly/ > Continuously
products agreements irregular/twice a improving production
o . year management system
ualit ustomer service : o
¥ > Promoting scientific
management

Service guarantee

Service feedback

Customer annual
conference

research and innovation
to improve production
quality and efficiency
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Actions in Response

Employees Employee rights LLabour contracts Regular/irregular > Improving human
and benefits _ resources management
Professional
Heslth and saf o system to ensure
ealth and safety  training employees’ rights and
Promotion and Employee benefits
training activities > Implementing
measures relating
Employees’ to employees’
representatives occupational health and
conference safety
> Developing training
plans to broaden the
development path of
employees
> Collecting and
reviewing employees’
proposals
Suppliers and  Being fair and just ~ Contracts and Annually/irregular > Ensuring fair and
other business - agreements transparent tendering
Win-win
partners _ _ and procurement
cooperation Supplier
process
assessments .
> Fulfilling contracts and
Communication agreements
meetings
Communities  Community Community Regular/irregular > Participating in
development communication harmonious community
. ) construction
Environmental Charitable : :
i bt »  Actively carrying
protection contribution st s clns e
Eco-friendly activities
events > Implementing
environmental

protection work
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3.2 Materiality Assessment
In order to identify the most important ESG issues for the Group, the Group regularly conducts materiality
assessment and continuously improves the working mechanism and methods of materiality assessment.
In 2020, the Group engaged a professional consulting agency to conduct a materiality assessment in the
form of the questionnaire. The assessment fully covers the Group’s internal and external stakeholders. The
assessment involves 5 steps, details of which are reviewed as follows:

Through the comprehensive assessment of the two dimensions of “the Group's influence on
stakeholders” and “the influence of stakeholders on the Group”, the Group identified the following
key stakeholders and invited them to participate in the 2020 materiality assessment.

v The Board v The Government

v The Management v Shareholders and Investors
v Employees v Customers

v Suppliers v Business Partners

The Group referred to the ESG Guide and took into account the ESG trends of the steel industry to
identify ESG issues relevant to the Group. We identified a total of 10 environmental ESG issues and
19 social ESG issues.

The Group invited key stakeholders to rank the importance of 10 environmental ESG issues and 19
social ESG issues through questionnaires. External stakeholders (the government, shareholders and
investors, customers, employees, business partners and suppliers) ranked the importance of ESG
issues from the dimensions of “Importance to Stakeholders”; internal stakeholders (the Board and
the management) ranked the importance of ESG issues from the dimensions of “Importance to the
Group”.
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The Group analysed the results of the questionnaire survey to build the materiality matrices, and
identified the issues with high scores in both “Importance to Stakeholders” and “Importance to the
Group” as “Material Issues”.

The Board reviewed the survey results and verified the material issues.
During the reporting period, the Board reviewed and assessed the materiality assessment result for

2020 based on the actual business situation of the Group, and confirmed that it was still applicable to the
reporting period. The corresponding materiality matrices and list are as follows:

High Materiality Matrix for Environmental Issues
Environmental Material Issues

4
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Low Importance to the Group High
@ Ecological Conservation @ Energy Use and Efficiency
@ Environmental Compliance ﬁ Raw Material Use and Efficiency
9 Wastewater Discharge and Management @ Water Use and Efficiency

Exhaust Gas Emissions and Management 9 GHG Emissions and Management

@ Waste Disposal and Management @ Climate Change
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High

Materiality Matrix for Social Issues

o
7—&6 (5 o (1

Social Material Issues

Importance to the stakeholders
e

9
14 13

Low

@ Health and Safety of Employees
) ) and Service
9 Social Compliance

@ Scientific Research and Innovation

0 Customer Satisfaction

Environmental Risks of
the Supply Chain

@® Social Risks of the Supply Chain

@ Community Investment

(5) Quality Control and Management of
Product and service

@ Protection of Intellectual Property Rights
e Labour Standards

Importance to the Group
(5] Health and Safety of Product

@ Anti-corruption

@ Sustainable Procurement

High

@ Employment

Attention to the Development Trend
of the Downstream Market's
Demand for the Steel Types

@ Advertisement of Product
and Service

@ Customer Protection and
Privacy Security

@ Management of Engaging Suppliers

() Development and Training of

Employees

Material Issues (Materiality from the highest to the lowest)

Environmental Aspect

Social Aspect

Ecological Conservation

Environmental Compliance

Wastewater Discharge and Management
Exhaust Gas Emission and Management
Waste Disposal and Management
Energy Use and Efficiency

@ & > W=

@ S @ =

o

Health and Safety of Employees

Social Compliance

Scientific Research and Innovation
Customer Satisfaction

Quality Control and Management of Product
and Service

Protection of Intellectual Property Rights
Labour Standards

Health and Safety of Product and Service

The ESG Report focuses on the above material issues and discloses the corresponding ESG management

strategies and performance of the Group in each chapter in response to the major concerns of key

stakeholders.
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Environmental Management
The Group adheres to the environmental protection policy of “Green Production, Energy Conservation and

Emission Reduction, Prevention First, Comprehensive Treatment”, comprehensively strengthens environmental
protection production, eliminates major environmental accidents, and is committed to reducing the negative
impact of production and operations on the environment. In strict compliance with the Law of the People’s
Republic of China (PRC) on Promoting Clean Production, Environmental Protection Law of the PRC, the
Atmospheric Pollution Prevention and Control Law of the PRC and other relevant laws and regulations in
the places where it operates, the Group has formulated and implemented the Environmental Protection
Management System and the Wastewater, the Exhaust Gas and Noise Prevention and Control Regulation. In
order to ensure the effective implementation of relevant policies, the Group has formulated a series of rules
and regulations, such as the Environmental Monitoring Management System, the Environmental Protection
Responsibility System and the Environmental Protection Statistics Management System, to clarify the specific
environmental protection responsibilities of various departments and personnel in each stage of production and
management. At the same time, the Group implements the Environmental Protection Reward and Punishment
Management System, which links the performance of environmental protection with the personal performance
of employees, and effectively urges employees to strictly abide by environmental protection requirements. In
addition, the Group implements the Environmental Protection Training and Education Management System,
based on which actively carries out occupational environmental protection education and training for employees,
so as to enhance the environmental protection awareness of all employees.

Tiangong International Company Limited
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The general manager of each subsidiary of the Group is the first responsible person for environmental protection
and is fully responsible for the environmental protection work of each subsidiary of the Group. At the same
time, the Group has established the Safety and Environmental Protection Department (the "SEP Department”),
which is responsible for the daily supervision and management of the Group’s environmental protection work,
including the formulation and improvement of management systems and work plans related to environmental
protection, and the specific implementation of relevant work. In addition, the leaders of the SEP Department set
up a special leading group for environmental protection and governance to promote environmental protection
work with strict standards and conduct comprehensive and thorough investigation of pollution sources to ensure
compliance with national and regional emission requirements. The special leading group holds monthly meetings
to summarize the key environmental protection work of the current and the next month, so as to ensure the
Group's environmental compliance and improve the level of environmental governance.
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A number of subsidiaries of the Group have obtained GB/T24001-2016/ISO14001:2015 environmental
management system certifications, including but not limited to Jiangsu Tiangong Precision Tool Company
Limited, Jiangsu Tiangong Tool New Material Company Limited, Tiangong Aihe Special Steel Company
Limited, etc.
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During the reporting period, all departments of the Group’s headquarter and subsidiaries at all levels signed the
2021 Environmental Production Responsibility Statement, and set the following annual management targets:

Environmental Management Targets

0 0
Significant environmental pollution incident Serious environmental pollution incident
Not more than 5 times 100%
Excessive emissions or data anomalies Standardised disposal of hazardous waste

During the reporting period, the above annual management targets have been successfully achieved.

4.1 Environmental Objectives
In order to further improve the performance of environmental management, during the reporting period,
the Group established medium- and long-term environmental management objectives and corresponding
specific action plans, details of which are as follows:

Medium- and Long-

term Environmental

Objective Action Plan
Reduce direct and »  Implement the Carbon Emissions Management System to clarify
indirect greenhouse gas the focus of improving energy efficiency and using new energy and
(GHG) emissions renewable energy;

> Encourage employees to take public transportation for commuting
and replace part of long-distance business travel with online remote
meetings;

»  When selecting suppliers, the carbon emission density of suppliers’
products is taken into consideration, and local suppliers are selected
as far as possible to reduce vehicle emissions from transportation
logistics in the supply chain;

> Reduce the total amount of waste entering landfill as much as
possible by reducing waste and increasing recycling rate.

Tiangong International Company Limited
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Medium- and Long-

term Environmental
Objective

Reduce air pollutant
emissions

Action Plan

Improve exhaust gas treatment and recycling technology and
equipment, improve the level of exhaust gas treatment and recycling,
and reduce exhaust gas emissions;

Accelerate energy transformation, reduce the proportion of heavily
polluted energy, reduce direct and indirect air pollutant emissions,
and further increase the proportion of solar energy use to reduce
purchased electricity.

Reduce waste
discharge

Reduce the generation of hazardous waste (such as waste acid
and alkali liquid, dust, waste oil, waste batteries, waste lubricating
oil, etc.) and non-hazardous waste (such as slag, domestic waste,
kitchen waste, construction waste, etc.) from the source through
comprehensive methods and means such as technology application
and equipment update;

Increase the recycling rate and reuse rate of waste through various
means, such as reuse the recycled lubricating oil treated by the
waste lubricating oil treatment plant, and store non-hazardous waste
separately and send them to professional organisations for recycling,
so as to reduce the total amount of waste sent to landfill from the
end.

Improve energy
efficiency

Further reduce energy consumption through multiple channels
and reduce energy waste from the source, such as strengthening
power-saving education, adopting customised lighting systems in
office areas, refining energy consumption statistical analysis, and
strengthening energy assessment systems;

Use cleaner energy to accelerate the Group’s energy transformation,
such as further increasing the proportion of solar energy.

Improve water
efficiency

Save water and control water consumption from the source, such
as installing water meters for each department, strengthening water
use assessment system, and gradually installing inductive intelligent
water-saving equipment;

Improve the recycling rate of wastewater, promote the circular
economy model, optimise the existing water recycling system of
the Group, and reuse the treated wastewater for cooling production
equipment.
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4.2 Emission Management

The major emissions of the Group are sewage, exhaust gas, GHGs and hazardous and non-hazardous
wastes. In order to ensure that all emissions in the production and operation process meet the national
standards, the Group has formulated and implemented internal management systems such as the
Environmental Protection Management System and the Environmental Monitoring Management System.
At the same time, each subsidiary is required to formulate and implement corresponding systems based on
the Group's requirements and their respective actual conditions to standardise the emission management.
In addition, the Group has also set up a real-time monitoring system to monitor the discharge data of
sewage and exhaust gas to further ensure the compliance with discharge standards.

The Group's wastewater mainly comes from production and domestic emissions, of which production
sewage mainly includes the discharge of coolant during the production and processing process and
circulating water in the process. In order to regulate the discharge of sewage, the Group has set up a
sewage treatment station to centralise the treatment of all sewage and ensure that the sewage meets
the discharge standards before discharge. In addition, the Group has also formulated the Management
Measures for Prevention and Control of Water Pollution to clarify the division of responsibilities for
wastewater discharge and management. In particular, the water treatment facilities in the workshop and
the sewage treatment stations of the Company are responsible for the daily maintenance of the water
treatment equipment. In the event of failure of the water treatment equipment, the user department will
immediately take emergency measures, report to the SEP Department for repair and record in a timely
manner. The SEP Department is responsible for inspecting pollutant emissions and entrusting third-party
monitoring agencies or assisting environmental protection departments in carrying out the inspection. If
any abnormal or excessive discharge of sewage is found, the SEP Department will find out the causes on
a timely basic, take corrective measures, report to the superior, and improve the preventive measures to
prevent the same from happening again. In addition, we have also set up special rainwater pipelines to
separate rainwater and sewage, and prohibit the discharge of sewage into rainwater pipelines. At the same
time, we avoid the open storage of production and domestic waste to ensure that rainwater is not polluted.
In order to prevent the impact of sewage leakage on the environment, we regularly inspect sewage
discharge pipelines and treatment facilities to prevent sewage leakage.

The Group has water circulation systems in place, such as recycling of treated sewage for cooling the
production facilities.

Tiangong International Company Limited
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The Group’s exhaust gas emissions mainly come from the combustion of natural gas. In order to
standardise the exhaust gas emission and management, the Group has formulated and implemented the
Air Pollution Prevention and Control Management Regulations to clarify the division of responsibilities
and work processes of exhaust gas management and emissions. The SEP Department of the Group is
responsible for the formulation of air pollution prevention and control objectives and the supervision and
management of air pollution sources. The workshops of each subsidiary are responsible for ensuring the
normal operation of the environmental protection equipment of their respective departments, and strictly
controlling the exhaust gas emissions during the production process of their respective departments.

In order to reduce exhaust gas emissions, the Group used natural gas that causes less pollution on
environment as fuel. Meanwhile, the Group also renovated the reheating furnaces and soaking furnaces,
and installed efficient exhaust gas treatment equipment to ensure that exhaust gas emissions meet
national and industry standards. At the same time, as the Group’s business operations also generate dust
and oily fume, every production workshop is equipped with high-efficiency dust disposal devices and
oily fume collection devices, and the Equipment Maintenance Department conducts regular inspection
and maintenance of the equipment to avoid additional exhaust emissions due to equipment failure or
low operating rate. In addition, the Group's Wastewater, Exhaust Gas and Noise Prevention and Control
Regulation also sets specific requirements for the emission and management of dust particles. Through
a series of measures such as regulating the storage of powder materials, avoiding the crushing of raw
materials outdoor during windy days, and sprinkling water to dust-prone places in dry weather to reduce
dust, dust pollution incidents are effectively prevented.

The Group has established the Waste Management Code to clearly define and classify the waste
generated by the Group, and also regulate the storage, management and disposal rules of various types
of waste. The Group strictly implements this procedure to strengthen waste management and avoid
environmental pollution caused by improper waste disposal.

The Group’s hazardous waste mainly comes from waste acid and alkali liquid, dust, waste oil, waste
batteries and waste lubricating oil generated during the production process. The Group has formulated
the Hazardous Waste Management System to regulate the work processes of identification, declaration,
classification, storage, transportation, disposal and monitoring of hazardous waste. At the same time, the
Group has clarified the division of responsibilities of departments at all levels and provided guidance for
the emergency plans and personnel training regarding the hazardous waste. The Group’'s SEP Department
is responsible for the daily management of hazardous waste, monitoring the waste management of each
production unit, improving the environmental monitoring system, and monitoring and spot-checking the
disposal of various types of waste. According to the internal process, the Group posts identification labels
and warning signs for hazardous wastes, and then classifies and delivers them to the special storage points
of hazardous wastes for subsequent disposal by qualified third parties, while recording the disposal amount
of various hazardous wastes. In addition, in order to reduce the amount of waste lubricating oil, the Group
recycles the waste lubricating oil treated by the waste lubricating oil treatment plant. During the reporting
period, the Group recycled and reused 256 tonnes of waste lubricating oil.
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4.3

The Group's non-hazardous waste mainly includes slag, domestic waste, food waste and construction
waste generated during the production process. Recyclable non-hazardous waste will be stored in the
warehouse after classification and recorded by designated personnel, and then delivered by the Group
to qualified recycling agencies for recycling. During the reporting period, the Group actively recycled
wastepaper, with the volume of recycled wastepaper reaching 213 tonnes. We have also signed an
agreement with the local sanitation department to entrust external personnel to transport the Group’s
general domestic waste or transport it by ourselves to the designated waste landfill designated by the
government.

Resource Use Efficiency
The Group adheres to the principle of “Reduce, Reuse and Recycle” and is committed to improving the
efficiency of resource use and saving resources.

In order to improve the efficiency of the Group's water and electricity consumption and reduce the
waste of resources, the Group has formulated and implemented internal regulations such as the Water-
saving and Electricity-saving Management System and the Electricity-saving Management Regulations.
The power workshop of the Group is responsible for the daily management of electricity consumption
and has designated energy management personnel to implement various energy systems on behalf of
the headquarters and subsidiaries of the Group. The Power Division of the Group is responsible for the
statistics of energy use and the analysis of electricity consumption of each electricity consumption unit.
In addition, the Group also requires all power-consuming departments and workshops to formulate and
implement specific power-saving plans for various products and production processes, and continuously
improve the awareness of planned electricity consumption. The Group also carries out internal energy
inspection and assessment. During the reporting period, the Group’s water was mainly from municipal
water supply and there was no difficulty in obtaining water sources.

Water Conservation

Check water pipes and facilities regularly and
deal with water leakage in water pipes and
taps in a timely manner

Gradually adopt water-saving equipment,
such as installing sensor flushing toilets and
sensor faucets

Strengthen water conservation education
and enhance employees’ awareness of
water conservation

Implement water consumption assessment
for departments with higher demand for
water, and install water meters when
necessary

Electricity Saving

Reasonably arrange production time based
on local electricity consumption situation and
conduct smelting during the off-peak period
at night

Turn off production equipment in time to
avoid equipment idling

Install lamps with appropriate power according
to the lighting requirements of different areas

Gradually use energy-saving lamps

Staff on night shift strengthened the inspection
of lighting and turned off unnecessary lighting

Strengthen energy-saving education and
enhance employees’ awareness of electricity
conservation

Encourage employees to turn off idle
computers, air conditioners, lamps and other
electrical equipment
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Since 2017, the Group has purchased solar photovoltaic electricity from qualified suppliers by way of
contractual energy management to reduce the indirect environmental impact brought by the Group’s
electricity consumption. During the reporting period, the Group's solar energy consumption was 6,557,160
kWh. Also, in order to improve the water use efficiency, the Group has set an assessment indicator for the
average consumption per RMB10,000 of output value in 2021.

The Group's main production raw materials for tools steel products include alloy, scrap iron and steel
grinding swarf. In order to save resources and improve the use efficiency of raw materials, we recycle and
reuse the steel grinding swarf in the production process. During the reporting period, the Group recycled
and reused 66,278.37 tonnes of steel grinding swarf. In addition, the Group actively adopts the industry’s
advanced electric arc furnace short-process steelmaking process, gives full play to its environmental and
economic advantages of low energy consumption and low emissions, so as to effectively improve the
utilisation efficiency of raw materials and maximise the efficiency of resource utilisation.
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4.4 Response to Climate Change

As the global climate changes and its impacts continue to intensify, the Group actively formulates relevant
policies and responds to climate change with practical actions. During the reporting period, the Group
carried out ESG risk assessment, and the assessment results showed that the Group's “climate change
and extreme weather risks” and “GHG emission and management risks” are at the “low” risk level for
now. Nevertheless, in order to prevent the potential adverse impact of climate change as soon as possible,
the Group has actively formulated and implemented the Carbon Emissions Management System, which
provides guidance for the Group's energy conservation and emission reduction work and clarifies that the
key areas of the Group’s GHG emission reduction projects are to improve the energy efficiency, develop
and apply new energy and renewable energy. At the same time, the system also clearly stipulates that the
Energy Management Leading Group is the Group’s management and implementation organisation for GHG
emission reduction and its specific responsibilities include formulating and improving the management
methods and working procedures for GHG emission reduction projects, taking charge of the development
and implementation of relevant projects, and calculating the emission reduction of relevant projects.
Other project entities, project assistance units and project-related units shall cooperate with the Energy
Management Leading Group to perform their corresponding responsibilities. The system also regulates the
implementation of GHG emission reduction projects and the carbon emission inspection and assessment
process, providing guidance for the implementation of GHG emission reduction projects. At the same time,
the carbon emission inspection and assessment are included in the performance assessment system,
and the Energy Management Leading Group is responsible for the assessment of units related to GHG
emission reduction projects, so as to effectively promote carbon and pollutant emission reduction.

During the reporting period, in order to manage the Group’'s GHG emissions in a more detailed manner,
the Group disclosed GHG emissions and intensity by product category. For details of the data, please refer
to Chapter 10 — Environmental Key Performance Indicators. In addition, the Group has also set medium-
and long-term objective for tackling climate change. For details, please refer to section 4.1 — Environmental
Objectives.

With the increase in meteorological abnormalities caused by climate change, the Group has taken various
measures to actively respond to the occurrence of severe pollution weather events to reduce its impact
on the Group’s business operations and the public. In response to environmental emergencies such as
heavy pollution weather, the Group urges all subsidiaries to formulate relevant emergency response plans
based on their own conditions, and at the same time clarifies the responsibilities of each organisation to
ensure the standardisation and scientificity of emergency treatment when environmental emergencies
such as heavy pollution weather occur. At the same time, every subsidiary of the Group also signed the
Commitment Letter on Emergency Emission Reduction for Heavy Pollution Weather and Commitment
Letter on Air Pollution Prevention and Control to ensure that targeted measures will be taken in the event
of the serious pollution weather event.
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5 Tiangong Quality
Quality is the cornerstone of the corporate development. The Group adheres to the spirit of craftsmanship,
meticulously manufactures special tools steel, and is committed to providing customers with high-quality
products and services by continuously improving the quality management level, leading the industry towards
high-quality and sustainable development. During the reporting period, the Group strictly complied with relevant
laws and regulations in relation to product health and safety, advertising, labelling and privacy matters in the
places where it operates, including but not limited to the following:

Production Safety Law of Product Quality Law of
the People's Republic of China the People’s Republic of China

Advertising Law of Trademark Law of
the People’s Republic of China the People’s Republic of China

Law of the People’s Republic of China on the

. ] Chemicals Convention
Protection of Consumer Rights and Interests

With the excellent product quality and the good corporate image, during the reporting period, the Group was
awarded a number of awards and honors, such as “2021 China Excellent Steel Enterprise Brand”, “2021
China Special Steel Enterprise Excellent Brand” and “2021 Zhenjiang Gold Mountain Award for Manufacturing
Industry”. The Group was also invited to participate in the production of the centenary documentary of the
Communist Party of China, “Iron and Steel Backbone”, by the Publicity Department of the CPC Central

Committee, fully demonstrating the extensive recognition of the Group's brand and quality by the state,
provincial and municipal units.

(MIANT R

The Group was invited to participate in the production of the century documentary of the Communist Party of
China by the Publicity Department of the CPC Central Committee
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5.1

Quality Control

To ensure the product quality, the Group implements a quality management system covering the entire
product life cycle. In accordance with GB/T19001-2016/ISO9001:2015 Quality Management System —
Requirements, we have formulated a strict product quality control system and process. In addition, we
also carry out product measurement management in accordance with GB/T19022-2003/ISO10012:2003
Measurement Management Systems — Requirements for Measurement Processes and Measuring
Equipment to ensure that the product quality meets the standards.
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A number of subsidiaries of the Group have obtained GB/T19001-2016/ISO9001:2015 quality
management system certifications, including but not limited to Tiangong Aihe Special Steel Company
Limited, Jiangsu Tiangong Precision Tools Company Limited, Jiangsu Tiangong Tools New Material
Company Limited, etc.

The Group has formulated and implemented a series of operating procedures and product quality control
manuals for various products, such as the Management Procedure for New Product Development, the
Control Procedure for Self-Made Unqualified Product and the Enterprise Measurement Management
Regulation, in order to conduct strict quality control at every stage from raw material inspection to the
product completion. Through the sample inspections of raw materials, quality inspections of semi-finished
products at every production stage, special quality testing of finished products and other ways, we ensure
that the product quality meets the standards. Before the final delivery, we will label the products that have
passed quality tests. Only after the product label contents are confirmed as correct according to internal
procedures and the product quality warranties are obtained, can the relevant products be officially launched

to the market.

If customers have any questions about the products after the product delivery, they can contact the Sales
Department of the Group for handling. The Sales Department of the Group shall negotiate with customers
on the specific treatment measures according to the After-sales Services Management System. The Group
shall adopt appropriate measures in a timely manner to solve the problems of any unqualified products.
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With a sound production management system and excellent product quality, during the reporting period,
the Group was also awarded the 2020 “Quality Credit AAA Enterprise in Jiangsu Province” jointly issued
by Jiangsu Provincial Market Supervision and Administration Bureau and Jiangsu Provincial Commission
of Development and Reform, and the “Jiangsu Provincial Governor Quality Award"” issued by the Jiangsu
Provincial Government.

During the reporting period, the Group was awarded the 2020 “Quality Credit AAA Enterprise in
Jiangsu Province” and the “Jiangsu Provincial Governor Quality Award” issued by the Jiangsu
Provincial Government

5.2 Customer Rights

The Group insists on safeguarding the rights and interests of customers to obtain the support and trust
of customers, thereby establishing long-term partnership with customers. In terms of product services,
the Group has set up a product authenticity checking system for customers to check the authenticity of
the products through QR codes, digital security query system and product serial number query system
to make sure that the purchased products are authentic. In terms of customer privacy, the Group sets
access authority for sensitive customer information in accordance with relevant laws and regulations,
and only employees of the Sales Department and the Finance Department can access customer personal
information. In addition, we require employees to handle customer information cautiously to prevent
leakage of customer information. In terms of advertising, the Group complies with laws and regulations
related to advertising and promotion to ensure that the contents and forms of advertisements are true,
lawful, and healthy, and avoid false or misleading content in advertisements.
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5.3

Customers’ opinions are valuable for the Group to continuously improve the product quality. Therefore, the
Group conducts customer satisfaction surveys every year and invites key customers to provide valuable
opinions. The 2021 customer satisfaction survey report shows that in overall, customers are very satisfied
with the Group’s product and service quality.

The Group has formulated the After-sales Service Management System to regulate the specific process for
handling customer complaints and set up comprehensive and smooth customer communication channels.
Customers can provide feedback or complaints about the Group’s products and services through various
channels such as customer service hotline, email and site visits. Upon receipt of a customer complaint, the
Group will record and verify the complaint, investigate the cause of the problem, and formulate appropriate
solutions for different types of complaint cases. At the same time, the Group will keep tracking on the
follow-ups of the complaint cases until they are properly resolved. In addition, our sales team also conducts
regular meetings with customers to understand their opinions and suggestions on the Group's products
and services. During the reporting period, the Group received a total of 65 customer complaints, all of
which have been properly handled. In particular, the customer complaints regarding product quality have
decreased by 35%.

Leading Innovation

Technological innovation is an important driving force for the improvement of corporate competitiveness.
Therefore, the Group actively develops new technologies and products that meet market demand.
Since we established the first production line in China of the powder metallurgy for tool and die steels
in 2019, the Group has continued to undertake research on the powder metallurgy and overcome the
technical problems in this field, breaking the international monopoly on the key technology of the powder
metallurgy. The Group has become the only corporate in China that masters the large-scale production
technology of tool and die steels powder metallurgy, promoting the Group’s development in the future
vigorously and making the Group a leader in the R&D and mass production of new materials for the
high-end manufacturing industry in China. During the reporting period, the Group’s powder metallurgy
business gradually expanded its production, which will help the Group improve its competitiveness in the
international high-end product market and gradually realise the transformation from the reduced material
manufacturing to the increased material manufacturing (such as 3D printing), therefore further improving
the productivity.

In addition, in terms of manufacturing techniques, the Group has been well known for its technologies. In
order to increase the turnover efficiency of the production process, the Group explored the new production
techniques. By optimising the temperature and speed of pouring and controlling the volume contraction of
the liquid steel at the pouring ingot riser after curing, the Group managed to improve the inner quality and
increase the production yield of steel ingots, as well as reducing the cost of subsequent processes such
as labour cost and other relevant manufacturing costs. The new techniques have broken the restriction
of specific conditions of the traditional technology, effectively solved the problem of energy waste and
reduced the capital occupation period.

During the reporting period, the Group's first overseas high-automated cutting tool factory in Thailand was
officially put into operation, which is expected to further meet the demand for high-end precision tools in
the international market and lead the industry towards the innovation of high-end tool technologies.
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At the same time, the Group also attaches great importance to the cultivation of innovative talents. During
the reporting period, through various means, the Group encouraged employees to innovate and therefore
promoted the R&D of new products and innovative production techniques. Besides, the Group also actively
attracted and cultivated reserve innovative talents through the cooperation with external organisations. In
June, the Group officially launched the “Tiangong International Orientation Class” jointly organised by the
Group and colleges in Jiangsu, actively promoting the deep integration of production, teaching and learning,
marking a breakthrough in the Group's innovative practice of “school-enterprise cooperation and talent co-
cultivation”. In November 2021, the Group held the 2021 Technological Innovation Honouring Ceremony,
to select annual technical elites and commend groups and individuals who have made outstanding
achievements in scientific and technological innovation. In the same month, the Group held the “Summit
Forum on High-quality Development of the Industry”, which provided high-quality analysis and intelligent
solutions on the current development status of the new material and cutting tool industry as well as
the opportunities and challenges faced. In the forum, the Group also formally engaged a national expert
of tungsten material engineering technology as the chief scientist of the Group and signed an industry-
university-research strategic cooperation agreement with two domestic universities, further promoting the
corporate innovation and development.

—
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The opening ceremony of Tiangong International Orientation Class
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Summit Forum on High-quality Development of the Industry
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Intellectual Property Protection

In order to further cultivate the corporate innovation culture and ensure the internal R&D achievements,
the Group has formulated the Intellectual Property Management System to regulate the management
of intellectual property rights. The system clearly regulates and defines the categories of the Group's
intellectual property rights, the duty distribution of intellectual property management work, the reward
mechanism for technological innovation, and the signing process of confidentiality agreements. The
Intellectual Property Management Department of the Group is responsible for daily intellectual property
management. Its main responsibilities include formulating various intellectual property management
regulations, establishing and managing intellectual property files, applying for patents on behalf of the
Group, and handling intellectual property disputes and litigation matters of the Group. In order to effectively
protect the Group's technical and commercial secrets, the Group signs confidentiality agreements with
employees and business partners to clarify the terms related to the Group’s intellectual property rights
protection.

6 Safety First

The Group always puts the health and safety of employees as the top priority and implements the work safety
policy of “Safety First and Prevention-oriented”. In order to achieve the goal of zero casualties, the Group has
established a sound safety production management system and formulated the Occupational Health and Safety
Management System, which sets out safety management standards for the electricity, liquefied gas and electric
welding use, work at height, safe operation of machinery, disposal of inflammable, explosive and hazardous
chemicals, etc., to provide rules and guidelines for employees’ safe work, and at the same time strengthen
employees’ safety awareness to prevent casualties.

Bl A R i R Pl i S W R
W iE iE # Wik iE #

f—
T T a2
AR ALl FEARNER

P 1

T A N b D
CEANEE AL FEREEEE.

4 = b a0
i L Ea LUl L L L

1** o+ i‘ L:; - _f.lrf :i:‘;l. :
SE— B @ S=-

el LEA R Y 3 *.-:H‘.‘I‘l

Several subsidiaries of the Group have obtained GB/T45001-2020/1ISO45001:2018 Occupational Health and
Safety Management System certification, including but not limited to Tiangong Aihe Special Steel Company
Limited, Jiangsu Tiangong Precision Tools Company Limited, Jiangsu Tiangong Tools New Material Company
Limited, etc.

Tiangong International Company Limited
Annual Report 2021

53



54

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

6.1

6.2

Safety Production Responsibility

In order to ensure the effective implementation of the Group’s production safety policies, the Group
has formulated and implemented the Liability System for Safety Production, which clearly defines the
production safety responsibilities of leaders at all levels, functional departments, engineering and technical
personnel and operational personnel. Under the leadership of the General Manager, the Head of the
Group's SEP Department is responsible for the specific management of the Group’s production safety,
supervising the implementation of production safety regulations and operation safety procedures by
various departments, and providing technical guidance to safety officers of various departments. Every
factory of the Group has a safety officer who is responsible for organising safety production education and
training activities for employees, and guiding employees to correctly use personal protective equipment,
mechanical equipment and tools to ensure that employees fully understand the safety production system
and operating regulations. In addition, the safety officer is also responsible for inspecting and maintaining
the safety equipment of the factory, and reporting to the superior management department in a timely
manner if any unsafe factors are found in production process.

Safety Production Training

The Group has formulated and implemented the Safety Training System, which requires all employees to
receive comprehensive safety training to ensure that they are familiar with all safety management systems
and sign the Letter of Undertaking of Safety Production for Employee before they officially perform duties.
The Group’s safety training is mainly divided into three levels, the details of which are as follows:

Training Level Training Content

Level 1 training Laws and regulations of safety production, the Group's safety production
rules and regulations, basic safety knowledge

Level 2 training Characteristics of factory production, conditions of machinery and
equipment, measures of accident prevention, various rules and regulations

Level 3 training Safety technical operating procedures for work positions, production
characteristics of work positions, performance of machinery and
equipment, protection facilities for safety production, use of tools and
personal protective equipment and accident case studies
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During the reporting period, the Group organised a number of safety production-related training activities,

including but not limited to the following:

>

In May 2021, the Group carried out special
training on safety production knowledge
for all employees, covering various safety
hazards such as injury by cranes, high
temperature burns, falling from height,
and potential electric shock on site. The
Group provided safety production training
containing safety production laws and
regulations, case analysis, as well as image
and video materials for various types of
personnel, so as to improve the safety
production awareness and skills of all
employees.

In June 2021, the Group carried out safety
training and education for all employees with
the principle of “safety and environmental
protection is the premise and guarantee
of all work”. The Group not only organised
safety knowledge training for positions
related to injury by cranes, high temperature
burns, falling from height and potential
electric shock on site, but also provided a
three-day special education and training for
employees of the positions related to metal
smelting, limited space work and dust storm
prevention. This round of training covered
2,471 front-line employees, with an average
training time of more than 3 hours per
employee.
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6.3

> In October 2021, the Group held a
production safety and environmental
protection work summary conference and

a specialised training on production safety

themed “Strengthening Awareness and LI —
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Enhancing Responsibility”. The Emergency
Management Bureau of Danyang was invited
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to provide training on production safety laws
for all participants and interpret on the new
articles of relevant laws, which deepened

the employees’ understanding of the new
production safety laws and strengthened the
legal awareness and the sense of production
safety responsibility of our management at all
levels.

Inspection and Review of Safety Production

The Group's safety production inspection is mainly divided into the system inspection and the potential
risk inspection, which is regulated by the Safety Inspection System. The system inspection includes
monitoring of the soundness and implementation of the safety production system, while the potential risk
inspection includes checking of whether there are potential safety risks in machinery equipment, all kinds
of buildings and dangerous goods. The Group conducts a series of safety production inspection activities
at all levels every year, including the quarterly firm-wide safety production inspection, monthly workshop
safety inspection meetings, daily safety production briefing and summary of each team. In particular, in the
monthly workshop safety inspection meetings, the safety performance of each workshop will be reviewed
and reported to the superior department. Every team will conduct a five-minute safety production briefing
before commencing work and a three-minute safety inspection summary before leaving work every day, to
ensure that employees are always maintaining the safety production awareness.

In addition, the Group holds department meetings quarterly to review and assess the work of production
safety, labour protection and safety education during the quarter, so as to continuously improve the
management on production safety. At the same time, the Group has also formulated the Reporting System
of Safety Work, requiring all departments to submit a written report to the Group every half year to report
their performance on the safety management and accident control. The written report shall include the
following contents:

> Implementation of occupational safety management, work related casualties, fire hazards, traffic
accidents, new occupational diseases, management of significant potential risks

> Innovative ideas on occupational safety management and practice

> Safety work plan on the next half year
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6.4 Emergency Response

The Group has formulated the Emergency Response Plan for getting well-prepared for carrying out
emergency relief work in case of fire and other unexpected incidents. The plan provides clear guidelines
on response to major safety emergencies identified by the Group, such as fire, electric shock, explosion,
food poisoning, heat stroke, vehicle accidents, falling from height, mechanical injury accidents, etc. The
Group’s Safety Production Leading Group is responsible for commanding and implementing emergency
relief work in a timely manner to minimise casualties and property losses caused by relevant accidents. In
addition, the Group has also set up a special fire-fighting team, a first-aid team, an emergency evacuation
team, an external liaison team and a transportation support team to ensure that emergency safety
accidents could be handled with the highest efficiency and therefore reduce the impact of accidents. At the
same time, we organise an annual emergency knowledge and skills training for all members of the Safety
Production Leading Group and the Emergency Response Team every year, covering emergency response
procedures, first aid methods, use instructions of fire extinguishers, etc., to improve their ability to respond
to emergencies.

The Group reviews the Emergency Response Plan every year and revises it when necessary to ensure
its applicability and effectiveness. In particular, the Group also organises emergency drills every year to
improve the Emergency Response Team'’s practical experience and response capabilities, and revises the
Emergency Response Plan according to the problems found during the drills.

The heatstroke emergency drill of the Group's high speed steel division
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The fire emergency drill of the Group's die steel division

6.5 Prevention and Control of the Pandemic

In order to effectively prevent and control the COVID-19 pandemic, the Group has formulated the
Emergency Plan for the Prevention and Control of the Pandemic to regulate the prevention and control
responsibilities of personnel at all levels as well as various emergency responding measures for the
pandemic prevention and control. The Group has established an Emergency Leading Group for the
Prevention and Control of Pandemic, which is responsible for commanding the prevention and control
of the pandemic. At the same time, all personnel are required to take body temperature check before
entering factories or offices. Only those with normal body temperature can enter workplaces, while those
with abnormal body temperature shall return home for rest and keep observing the health status, and
seek medical treatment and conduct virus nucleic acid test when necessary. During the severe period of
the pandemic, all employees were required to wear masks at all times at the workplace. In addition, we
are equipped with sufficient anti-pandemic supplies, including infrared temperature detectors, alcohol
disinfectants, hand sanitisers, masks and disposable gloves, etc., to support the smooth implementation of
the epidemic prevention and control work.

During the Spring Festival of 2021, in order to comply with the overall requirements of the local
government for the epidemic prevention and control, the Group actively promoted and encouraged all
employees not to return home unless necessary, and advocated employees to conduct contactless
communication through telephone, internet and other means. In order to motivate employees, the Group
provided additional New Year red packets and other benefits to employees who stayed locally, which
encouraged employees to fight the epidemic while sending holiday greetings to them.

Thanks to the strict and efficient epidemic prevention measures and personnel movement management,
the Group did not experience any outbreak of the epidemic during the reporting period.
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People-oriented Culture

The Group believes that the success of corporate development depends on the efforts and contributions of

its employees. Therefore, we adhere to the “people-oriented” employment management principle and are
committed to attracting and retaining outstanding talents and building an excellent talent team with sincerity.

7.1

Employment Management

The Group has established a sound human resource management system to specify the procedures
for recruitment, promotion and dismissal, etc. The Group has formulated and implemented the Human
Resource Management System to define and regulate the management rules of various employment
issues, including recruitment management, on-boarding process of new recruits, promotion management,
employee dismissal management, employee welfare and employee training management, etc.

The Group adheres to the principle of “Openness, Fairness, Competition, Competitive Selection and
Voluntariness”, provides equal employment opportunities for all candidates from different backgrounds,
and is committed to creating a diversified and inclusive working environment. The Group insists on the
talent-based selection, takes morality, knowledge, ability, work experience and other factors as the basis
of recruitment consideration, and opposes any form of discrimination to ensure that applicants will not be
treated unfairly due to factors such as age, gender, race, ethnicity, religious belief or physical defects.

The specific recruitment process of the Group is as follows:

Recruitment . . o
Resume Screening Interview Formal Admission

Information

Human Resource HR Department would Candidates would have The candidate who obtained
Department (HR screen the resume based on to attend interviews with the acceptance letter is
Department) selects the the Job Position Description the management of the formally admitted after
appropriate recruitment after receiving candidates’  relevant department after passing the background
channels, publishes application forms. interviewing with the HR check and body check.
recruitment information, Department.

and specifies job position

requirement.
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7.2

The Group strictly complies with the Labour Law of the People’s Republic of China, the Labour Contract
Law of the People’s Republic of China and other applicable laws and regulations related to employment and
labour in the places where the Group operates, ensures legal employment and strictly avoids child labour
and forced labour. During the recruitment process, the HR Department of the Group carefully verifies the
identity documents of the applicants to ensure that they are at least 16 years old to avoid the employment
of child labour. In addition, the Group prohibits any form of forced labour. During the recruitment process,
employees can choose to sign labour contracts at their own wishes and have the freedom to resign. The
Group does not encourage overtime work and does not force employees to work involuntarily. Our labour
contract provisions also stipulate that the working hours of employees shall not exceed eight hours a day,
and the average working hours per week shall not exceed 40 hours. For the unavoidable overtime work,
employees are required to apply to their superiors in advance.

If the employment of child labor or forced labor is found, we will conduct further investigation and terminate
the employment immediately, if appropriate. We will also investigate the relevant departments and
personnel to identify loopholes for related problems. We will review and improve the human resources
management system to avoid similar situations from happening again. We also encourage employees to
report relevant cases through our reporting channels if there is unfair treatment on their working hours.

In order to protect the rights and interests of both the Group and employees and avoid labour disputes
caused by the termination of labour contracts, we have formulated the Regulations on the Management
of Employment Termination to standardise the employee resignation procedures, including the specific
procedures such as resignation application, resignation interview, work handover, project settlement and
handling procedures. The details of resignation are also clearly stated in the labour contracts signed with
employees to ensure that employees have full right to know the relevant regulations.

Remuneration and Benefits

In order to attract, retain and motivate talents, the Group has established an attractive remuneration
and benefit system. The Group has formulated and implemented internal remuneration management
regulations such as the Compensation Management Regulations for Executive Management Positions
and the Compensation Management Regulations for Technical and Management Positions, to clarify the
remuneration structure and salary adjustment standards of each position. Every year, the Group conducts
a comprehensive annual assessment of employees, which includes three parts — self-rating, rating by
departmental colleagues and rating by supervisors, based on which makes appropriate adjustments of
employees’ remuneration.
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The Group has also established a sound employee welfare system. In strict accordance with requirements
of the places of operation, we pay various social insurances for our employees, including basic pension
insurance, basic medical insurance, maternity insurance, work injury insurance, unemployment insurance,
housing provident fund, etc. In addition, the Group implements the Regulations on Leaves Management
to ensure that employees can enjoy paid leave and other statutory holidays stipulated by law, such as
marriage leave, maternity leave and funeral leave. In addition to statutory benefits, we also provide
employees with different types of benefits, including free working meals, free physical examination,
additional insurance, holiday benefits, special prize money for employees' children who enter famous
universities, the reimbursement of Spring Festival Rush fares, tourism benefits, etc.
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During the reporting period, the Group granted prize money to employees’ children who were admitted
to famous universities
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7.3 Hearts with Tiangong
The Group actively carries out a variety of recreational activities to enrich employees’ spare time and
enhance their sense of happiness and belonging.

To celebrate the Women's Day, the Group arranged half a day off for all female employees on 8 March
with the subsidies calculated according to relevant regulations. At the same time, the Group carried out
festival activities such as lucky draws and gift distribution, showing the honest greetings and blessings
to female employees.
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In addition, the Group has established and renovated the employee recreation hall, which is equipped with
self-service coffee machines, bookshelves, table tennis tables, billiards tables, massage chairs and other
recreational and leisure facilities for employees to use freely, so as to help employees relax and enhance

their bonding with colleagues.

Lounge Bookshelves Equipment of table tennis and
billiards

7.4 Promotion and Development
The Group continuously improves the promotion system and training system, further invests in the
enhancement of employees’ professional knowledge and skills, in order to ensure fair promotion
opportunities and create an equal and positive working environment.

Promotion System

The Group has established a transparent promotion system, and formulated and implemented the
Promotion Management Regulations to regulate the employee promotion management procedures.
Through the Promotion Management Regulations, the Group ensures that employees can clearly
understand the conditions required for promotion, so that they can conduct self-improvement accordingly
to get promotion opportunities. In this way, the Group could cultivate a fair and positive atmosphere.

Unlocking Potential

The Group is committed to improving the basic and professional knowledge and skills of employees by
providing different types of occupational training, so as to expand the employees’ career path and help
them with self-value achievement.

The Group attaches great importance to the training activities for new employees. In order to enable new
employees to get familiar with the Group’s culture and systems and be qualified for their new positions as
soon as possible, the Group has formulated the Measures for the Administration of Induction Training for
New Employees to regulate the management of the on-board training for new employees. The induction
training for new employees is mainly divided into two stages. The first stage of training is organised by the
HR Department and covers the history and status of the corporate, corporate culture, rules and regulations,
teamwork, organisational and departmental responsibilities, etc. The second stage of training is organised
by senior employees from various departments, covering a number of special trainings provided to new
employees based on their position categories, such as the training about tool technics and application,
quality management, safety operation procedures, etc. After the training, training assessment for
employees will also be conducted to ensure that they fully understand and master the training content.
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In addition, the Group adopts a “one-to-one” apprenticeship programme to cultivate talents in technical
positions. Under this programme, experienced employees (i.e., masters) will teach new employees (i.e.,
apprentices) various work experience and methods by way of passing on knowledge, helping and guiding
apprentices. To this end, we have formulated and implemented the Interim Measures for “Master-
Apprentice” Program, which regulates the specific rules and defines the qualifications for becoming
masters, the way master-apprentice relations are established, and the duties of masters and apprentices.
The Group has also set up an incentive mechanism to reward masters and new employees with
outstanding performance, so as to motivate employees to actively participate in apprenticeship activities.

During the reporting period, various departments of the Group organised different types of training,
including but not limited to the following:

> The Group and the First People’s Hospital
of Zhenjiang carried out party building pair-
up activity and launched the "Enterprise

2 (DR ARBRSIL
¥ RERREEARN)

Emergency Response” activity, inviting 8 “f "
emergency medicine specialist to provide h‘ :
first-aid training lectures for the Group's
employees, teaching the skills of external
injury and haemostasis treatment, heat
stroke treatment and cardiopulmonary
resuscitation, and conducting a Q&A
interaction with employees.

> During the reporting period, the Group
organised education and training activities on
learning Party’s history to truly understand
the truth of history, increase self-confidence,
uphold the morality and take practical
actions, which could help the Group build
a leading team that is loyal, united and
innovative.
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8

Responsible Operation

8.1

Supplier Management

The Group attaches great importance to the environmental and social risk management of the supply chain,
and has formulated internal policies such as Regulations Governing the Procurement of Supplies and Price
Accounting, the Regulations on the Tender Management, the Regulations on Procurement Management
and Implementation (Trial), and the Supplier Management Regulations to regulate the procurement
process, strengthen the supervision and management of procurement, and ensure the institutionalisation
and standardisation of procurement. We strictly implement internal policies related to supply chain
management to ensure the fairness, justice and transparency of bidding and procurement processes.

The Group mainly purchases metals and other raw materials as well as various equipment. WWhen engaging
suppliers, the Supply Department of the Group will select at least three suppliers from the list of qualified
suppliers to participate in the selection, and invite relevant departments such as the user departments, the
Technology Innovation Department and the Equipment Department to review the relevant suppliers and
express opinions. After reaching a consensus on the selection of suppliers, the relevant departments shall
sign and confirm on the Group's Tender Summary Form and submit it to the General Manager for review.

In order to further reduce the social and environmental risks of the supply chain, the Group has established
a qualified supplier system. The Group's Supply Department regularly maintains the list of qualified
suppliers according to the types of materials to ensure that there are at least three qualified suppliers for
each type of materials and that the suppliers for procurement business must be selected from such list.
The Supply Department also actively searches for potential high-quality suppliers, and at the same time,
according to the characteristics of materials and market conditions, conducts review and inspection on
qualified suppliers to ensure that the list of qualified suppliers is updated at least once or twice a year to
continuously monitor the quality of supply.

The Group conducts annual review of suppliers’ products, services, environmental and social performance,
and the contents of review include the product quality, supply speed, after-sales services, management
level, whether relevant environmental and social management measures have been formulated, whether
there are records of severe violations in environmental and social aspects, etc. In order to ensure the quality
and stability of raw material supply, the Group also holds regular meetings with suppliers and arranges on-
site inspections when needed, in order to practically evaluate suppliers’ performance on environmental and
social responsibility. If suppliers are found to be involved in any violation such as child labour and forced
labour, the Group will immediately terminate the partnership with them. We also require suppliers to sign
the Integrity Policy Confirmation Letter, and only after the suppliers confirm and ensure the implementation
of relevant integrity policies can they formally sign a procurement contract with us. In addition, in order to
promote the green and low-carbon procurement, the Group gives priority to engaging local suppliers, in
order to reduce pollutant emissions from the transportation in the supply chain.
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8.2 Anti-corruption and Integrity

The Group attaches great importance to business compliance, continuously strengthens anti-corruption
work, and adopts a zero-tolerance attitude towards any form of corruption, bribery, extortion, money
laundering and fraud. The Group strictly abides by the Criminal Law of the People’s Republic of China, the
Supervision Law of the People’s Republic of China, the Interim Provisions on Prohibition of Commercial
Bribery and other relevant laws and regulations applicable to the places where the Group operates. The
Group has formulated and implemented the Regulations on the Integrity and Self-Discipline of Employees
to set out requirements and guidelines for employees’ integrity and self-discipline behaviour norms,
supervision mechanisms, and violations handling procedures. To ensure that employees are well aware of
their responsibilities, we sign the Employee Integrity Agreement with employees to protect the interests
of both the Group and employees. Moreover, we also require relevant employees to sign the Letter
of Undertaking of Integrity and Self-Discipline for Employees and the Letter of Responsibility for Staff
Dispatched to Overseas Companies (Branch) to strengthen their sense of responsibility for integrity.

Every year, the Group invites judicial authorities and court personnel to conduct anti-corruption training for
the management and employees, and also organises a number of internal anti-corruption themed training
to effectively enhance employees’ awareness of anti-corruption. During the reporting period, the Group
carried out a total of 16 anti-corruption related training and courses, covering the directors and employees
of various departments, and 96.5% of the employees participated in the training.

The Group invited the prosecutor of Danyang People’s Procuratorate to provide anti-corruption training
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The Group invited external training institutions to conduct the training on professional quality and

integrity

The Group actively organised a number of internal anti-corruption training activities

In response to potential corruption, the Group has also set up a special reporting hotline and email to
receive anonymous reports from internal and external parties. The Group’s Administrative Department,
Legal Department and Internal Audit Department shall conduct investigations based on the whistle-blowing
information to ensure the authenticity and collect relevant evidence, and propose suggestions for handling
according to the investigation results. If the corruption report is verified to be true, the whistle blowers
will be rewarded with a bonus as an incentive. The Group does not tolerate any form of corruption, and if
employees are found to be involved in corruption or other criminal offences, we will transfer the relevant
cases to the legal department and judicial authorities for handling. During the reporting period, the Group
did not receive any concluded legal cases regarding corruption brought against the Group or its employees.
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Passion for Philanthropy

The Group actively gives back to the society, focuses on the charity of higher education, and continues to pay
attention to and support the development of schools. We maintain close communication with a number of
tertiary institutions to understand the needs of education development. The Group established the “Tiangong
Development Scholarship” in 2007, and has been providing financial assistance to students with financial
difficulties at Nanjing Normal University for more than a decade. We hope to reduce the financial pressure of the
students so that they can be dedicated to studying as well as enjoying the university life, and we also hope that
the scholarship can stimulate students to boost their talents and contribute to the society in the future.

During the reporting period, the Group actively participated in charity donations, and the targeted recipients
include the Nanjing Normal University Development Fund, Haihui Temple in Danyang, Jiangsu, Zhenjiang Charity
Federation and medical personnel involved in the anti-pandemic work, with total donations of RMB2.61 million.

10 Environmental Key Performance Indicators'

Indicators Unit 2021 2020
Output
Steel and titanium alloy tonnes 207,006 211,836

Air pollutants?

Sulphur oxides emissions tonnes 0.69 0.83
Nitrogen oxides emissions tonnes 66.80 66.33
Wastewater

Wastewater discharge tonnes 212,248.00 187,951.00
GHG?

Scope 1: Direct emissions tonnes of CO,e 91,041.10 88,269.05
Scope 2: Indirect emissions tonnes of CO,e 398,312.64 409,713.14
Total GHG emissions tonnes of CO,e 489,353.74 497,982.19
Total GHG emissions intensity tonnes of CO,e/ 2.36 2.35

tonne of output

Compared with 2020, the scope of environmental data in 2021 included the addition of the original production plants of the Group in Danyang
City and Jurong City. The data involved are either sourced from the data recorded by the Group or conservatively estimated based on past
performance or with reference to similar facilities.

The calculation reference of air pollutant emissions in 2021 is consistent with that in 2020, which is the Second National Census on Pollution
Sources Pollutant Emission Accounting Coefficients Manual (Trial), Technical Guidelines for Air Pollutant Emission Inventory for Road Vehicles
(Trial) and Technical Guidelines for Air Pollutant Emission Inventory for Non-road Mobile Sources (Trial).

The calculation scope and reference of GHG emissions in 2021 are consistent with that in 2020. The calculation of GHG emissions of natural gas
and diesel is based on the Guidelines for Accounting and Reporting Greenhouse Gas Emissions of China Iron and Steel Production Enterprises
(Trial); the calculation of GHG emissions of gasoline is based on the Guidelines for Accounting and Reporting Greenhouse Gas Emissions of Road
Transport Enterprises (Trial); the calculation of GHG emissions of electricity is based on the 2015 national grid average emission factor in the
Notice on the Preparation of 2018 Carbon Emission Report and Verification and Emission Monitoring Plan.
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Indicators Unit 2021 2020

Non-hazardous waste

Melting slag tonnes 34,600.00 33,029.20
Waste paper tonnes 213.68 125.24
Total amount of non-hazardous tonnes 34,611.80 33,154.44
wastes

Intensity of non-hazardous wastes  tonnes/tonne of output 0.17 0.16

Hazardous Waste

Acid and alkaline waste tonnes 30,761.00 30,803.14
Other hazardous waste* tonnes 2,411.00 714.76
Total hazardous waste tonnes 33,172.00 31,517.90
Hazardous waste intensity tonnes/tonne of output 0.16 0.15

Direct Energy

Direct energy consumption® megawatt hours 457,094.02 440,901.88

Direct energy consumption intensity megawatt hours/tonne of 2.21 2.08
output

Natural gas consumption ten thousand cubic metres 4,207.47 4,060.39

Natural gas consumption intensity ten thousand cubic metres/ 0.02 0.02
tonne of output

Gasoline consumption litres 29,176.26 21,470.69

Gasoline consumption intensity litres/tonne of output 0.14 0.10

Diesel consumption litres 183,015.00 165,950.24

Diesel consumption intensity litres/tonne of output 0.88 0.78

Indirect Energy

Indirect energy consumption megawatt hours 682,627.84 671,550.80
(Electricity consumption)

Indirect energy consumption megawatt hours/ 3.30 3.17
intensity (Electricity consumption tonne of output

intensity)

Water resources
Water Consumption tonnes 286,639.00 291,275.00
Water consumption intensity tonnes/tonne of output 1.38 1.38

Packaging materials

Packaging material consumption tonnes 5,205.42 4,768.54
Packaging material consumption tonnes/tonne of output 0.03 0.02
intensity
4 The types of other hazardous waste in 2021 remained the same as that in 2020, including hazardous waste such as dust, waste lubricating oil,
waste mineral oil and waste batteries collected by dust removal devices during the production process.
5 The unit conversion of energy consumption of natural gas, gasoline and diesel in 2021 is consistent with that in 2020, with reference to the

Accounting Methods and Reporting Guidelines for Greenhouse Gas Emissions of China Iron and Steel Manufacturers (Trial).
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11 Social Key Performance Indicators

Indicators

Number of employees (as at the end of the
reporting period)

Total number of employees no. of employees 3,108 3,008
By gender

Male no. of employees 2,300 2,162
Female no. of employees 808 846
By employment type

Full-time no. of employees 3,108 3,008
Part-time no. of employees 0 0
By age group

Under 31 years old no. of employees 485 406
31-50 years old no. of employees 1,814 1,832
Above 50 years old no. of employees 809 770
By regions

Mainland China no. of employees 2,986 2,997
Regions out of Mainland China no. of employees 122 11

Employee turnover rate®

By gender

Male percentage 9% 13%
Female percentage 8% 22%
By age group

Under 31 years old percentage 16% 20%
31-50 years old percentage 8% 13%
Above 50 years old percentage 4% 19%
By region

Mainland China percentage 9% 15%
Regions out of Mainland China percentage 0% 0%

Percentage of employees trained

Percentage of employees trained’ percentage 100% 100%
By gender®
Male percentage 73% 72%
Female percentage 27% 28%

6 The calculation formula of employee turnover rate for each category is: the number of employees in the specified category who left/the total

number of employees in the category x 100%.
7 The calculation formula for the percentage of employees trained is: number of employees trained/total number of employeesx 100%.
8 The calculation formula of the percentage of employees trained of each category is: the number of employees trained of the category/the total

number of employees trained x 100%.
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Indicators Unit 2021 2020
By employee category

Senior management percentage 5% 3%
Middle management percentage 11% 14%
General employees percentage 84% 83%

Average training hours completed per

employee

Average training hours completed per hours 8 25
employee®

By gender™

Male hours 8 25
Female hours 8 25
By employee category

Senior management hours 23 28
Middle management hours 9 10
General employees hours 7 18

Indicators

Number of suppliers

By region
Mainland China no. of suppliers 521 510
Regions out of Mainland China no. of suppliers 44 5

Complaints of products and service

Number of products and service-related cases 65 72
complaints received

Rate of products and service-related percentage 100% 100%
complaints resolved

Indicators

Work-related injury and fatalities

Number of work-related fatalities no. of employees 0 0 0
Rate of work-related fatalities percentage 0% 0% 0%
Lost days due to work injury days 0 0 0

The calculation formula of average training hours of employees is: total training hours of employees/total number of employees.
The calculation formula of the average training hours of employees in each category is: total training hours of employees in the category/total
number of employees in the category.
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12 Compliance with ESG-related Laws and Regulations

Laws and regulations that have a significant
Aspect of the impact on the Group that the Group comply
ESG Guide with (including but not limited to)

Performance during the

reporting period

Environmental
Aspect
Aspect A1: Emissions > Law of the People's Republic of China
(PRC) on Promoting Clean Production
»  Environmental Protection Law of the PRC
»  Law of the PRC on Prevention and Control
of Air Pollution
»  Law of the PRC on the Prevention and
Control of Water Pollution
»  Law of the PRC on the Prevention and
Control of Environmental Pollution by Solid
Waste
»  Environmental Protection Tax Law of the
PRC
> Law of the PRC on Appraising of
Environmental Impacts
> Interim Measures of Jiangsu Province
on Administration of Hazardous Wastes

No violation of laws and
regulations that have a significant
impact on the Group relating to
exhaust gas and GHG emissions,
discharges into water and land,
and generation and disposal of
waste

Management
Social Aspect
Aspect B1: > Labour Law of the PRC No violation of laws and
Employment > Labour Contract Law of the PRC regulations that have a significant
> Trade Union Law of the PRC impact on the Group relating to
> Special Rules on the Labour Protection of compensation and dismissal,
Female Employees recruitment and promotion,
working hours, rest periods,
equal opportunity, diversity, anti-
discrimination, other benefits and
welfare
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Aspect of the
ESG Guide

Aspect B2:
Health and Safety

Aspect B4:
Labour Standards

Aspect B6:
Product
Responsibility

Aspect B7:
Anti-corruption

Laws and regulations that have a significant

impact on the Group that the Group comply

with (including but not limited to)

A\
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v

YV VYV V VYV VY

Production Safety Law of the PRC

Law of the PRC on the Prevention and
Control of Occupational Diseases

Special Equipment Safety Law of the PRC
Standards of Labour Protection Articles of
Jiangsu Province

Interim Provisions on the Inspection,
Elimination and Control of Potential Work
Safety Risk

The Labour Law of the PRC
The Law of the PRC on the Protection of
Minors

Production Safety Law of the PRC
Advertising Law of the PRC
Trademark Law of the PRC

Law of the PRC on the Protection of
Consumer Rights and Interests
Chemicals Convention

Criminal Law of the PRC

Company Law of the PRC

Supervision Law of the PRC

The Bidding Law of the PRC
Anti-unfair Competition Law of the PRC
Interim Provisions on Prohibition of
Commercial Bribery

Performance during the
reporting period

No violation of laws and
regulations that have a significant
impact on the Group relating

to providing a safe working
environment and protecting
employees from occupational
hazards

No violation of laws and
regulations that have a significant
impact on the Group relating to
the prevention of child labour and
forced labour

No violation of any laws and
regulations that have a significant
impact on the Group relating to
health and safety, advertising,
labelling and privacy matters
relating to products and services
provided and methods of redress

No violation of laws and
regulations that have a significant
impact on the Group relating

to bribery, extortion, fraud and
money laundering
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13 Environmental, Social and Governance Reporting Guide Content Index

Regulations, Subject Area, Aspects, General Disclosure & KPl Mandatory Disclosure Section & Remarks

Disclosure Requirement
Governance Structure A statement from the board containing the following elements:

(i) a disclosure of the board's oversight of ESG issues; 1 About the Environmental,
(il the board's ESG management approach and strategy, including Social and Governance
the process used to evaluate, prioritise and manage material ESG Report
related issues (including risks to the issuer’s businesses); and 2 Corporate Governance
(i)~ how the board reviews progress made against ESG-related goals Integrated with ESG

and targets with an explanation of how they relate to the issuer's
businesses.

Reporting Principles A description Materiality: (i) the process to identify and the criteria for 1 About the Environmental,

of, oran the selection of material ESG factors; (i) if a stakeholder Social and Governance

explanation on,  engagement is conducted, a description of significant Report

the application  stakeholders identified, and the process and results of 3 Stakeholder Engagement

of the Reporting  the issuer's stakeholder engagement. and Materiality

Principles in the Assessment

preparation of  Quantitative: Information on the standards, 1 About the Environmental,

the ESG Report  methodologies, assumptions and/or calculation tools Social and Governance
used, and source of conversion factors used, for the Report

reporting of emissions/energy consumption (where
applicable) should be disclosed.

Consistency: The issuer should disclose in the ESG
report any changes to the methods or KPIs used,
or any other relevant factors affecting a meaningful

comparison.
Reporting Boundary A narrative explaining the reporting boundaries of the ESG Report and 1 About the Environmental,
describing the process used to identify which entities or operations are Social and Governance
included in the ESG Report. If there is a change in the scope, the issuer Report

should explain the difference and reason for the change.
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Regulations, Subject Area, Aspects, General Disclosure & KPl Mandatory

“Comply or Explain” Provisions

A. Environmental Aspect

A1: Emissions
General Disclosure

Information on:

Disclosure Section & Remarks

(@) the policies; and 4 Environmental
(b)  compliance with relevant laws and regulations that have a significant Management
impact on the issuer relating to air and greenhouse gas emissions,
discharges into water and land, and generation of hazardous and
non-hazardous waste.
KPIAT.1 The types of emissions and respective emissions data. 10 Environmental Key
Performance Indicators
KPIA1.2 Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas emissions
(in tonnes) and, where appropriate, intensity (e.g. per unit of production
volume, per facility).
KPIA1.3 Total hazardous waste produced (in tonnes) and, where appropriate,
intensity (e.g. per unit of production volume, per facility).
KPIA1.4 Total non-hazardous waste produced (in tonnes) and, where appropriate,
intensity (e.g. per unit of production volume, per facility).
KPIA1.5 Description of emission target(s) set and steps taken to achieve them. 4 Environmental
Management
KPIAT.6 Description of how hazardous and non-hazardous wastes are handled, and
a description of reduction target(s) set and steps taken to achieve them.
Aspect A2: Use of Resources
General Disclosure Policies on the efficient use of resources, including energy, water and other 4 Environmental
raw materials. Management
KPI'A2.1 Direct and/or indirect energy consumption by type (e.g. electricity, gas or 10 Environmental Key
oil) in total (kWh in ‘000s) and intensity (e.g. per unit of production volume, Performance Indicators
per facility).
KPI'A2.2 Water consumption in total and intensity (e.g. per unit of production
volume, per facility).
KPI A2.3 Description of energy use efficiency i target(s) set and steps taken to 4 Environmental
achieve them. Management
KPI' A2.4 Description of whether there is any issue in sourcing water that is fit for
purpose, water efficiency target(s) set and steps taken to achieve them.
KPI'A2.5 Total packaging material used for finished products (in tonnes) and, if 10 Environmental Key

applicable, with reference to per unit produced.

Performance Indicators
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Regulations, Subject Area, Aspects, General Disclosure & KPl Mandatory Disclosure Section & Remarks

Aspect A3: The Environmental and Natural Resources
General Disclosure Policies on minimizing the issuer’s significant impact on the environment 4 Environmental
and natural resources. Management
KPI'A3.1 Description of the significant impacts of activities on the environment and
natural resources and the actions taken to manage them.

Aspect A4: Climate Change
General Disclosure Policies on identification and mitigation of significant climate related issues 4 Environmental
which have impacted, and those which may impact, the issuer. Management
KPI'A4.1 Description of the significant climate-related issues which have impacted,
and those which may impact, the issuer, and the actions taken to manage
them.

B. Social
Aspect B1: Employment
General Disclosure Information on:
(@) the policies; and
(b)  compliance with relevant laws and regulations that have a significant 7 People-oriented
impact on the issuer relating to compensation and dismissal,
recruitment and promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, and other benefits and

welfare.
KPI'B1.1 Total workforce by gender, employment type (for example, full- or 11 Social Key Performance
parttime), age group and geographical region. Indicators
KPIB1.2 Employee turnover rate by gender, age group and geographical region.

Aspect B2: Health and Safety
General Disclosure Information on: 6 Safety First
(@) the policies; and
(o)  compliance with relevant laws and regulations that have a
significant impact on the issuer. relating to providing a safe working
environment and protecting employees from occupational hazards.

KPI B2.1 Number and rate of work-related fatalities occurred in each of the past three 11 Social Key Performance
years including the reporting year. Indicators

KPI B2.2 Lost days due to work injury.

KPI'B2.3 Description of occupational health and safety measures adopted, how they 6 Safety First

are implemented and monitored.
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Regulations, Subject Area, Aspects, General Disclosure & KPl Mandatory

Aspect B3: Development and Training

Disclosure Section & Remarks

General Disclosure Policies on improving employees knowledge and skills for discharging 7 People-oriented
duties at work. Description of training activities.
Note:  Training refers to vocational training. It may include internal and external courses paid
for by the employer.
KPI B3.1 The percentage of employees trained by gender and employee category 11 Social Key Performance
(e.g. senior management, middle management). Indicators
KPI B3.2 The average training hours completed per employee by gender and
employee category.
Aspect B4: Labour Standards
General Disclosure Information on:
(@) the policies; and
(b)  compliance with relevant laws and regulations that have a significant 7 People-oriented
impact on the issuer relating to preventing child and forced labour.
KPI B4.1 Description of measures to review employment practices to avoid child and
forced labour.
KPI'B4.2 Description of steps taken to eliminate such practices when discovered.
Operation Practices
Aspect B5: Supply Chain Management
General Disclosure Policies on managing environmental and social risks of the supply chain. 8 Responsible Operation
KPI B5.1 Number of Suppliers by geographical region. 11 Social Key Performance
Indicators
KPI B5.2 Description of practices relating to engaging suppliers, number of suppliers 8 Responsible Operation
where the practices are being implemented, how they are implemented
and monitored.
KPI'B5.3 Description of practices used to identify environmental and social risks
along the supply chain, and how they are implemented and monitored.
KPI B5.4 Description of practices used to promote environmentally preferable

products and services when selecting suppliers, and how they are
implemented and monitored.
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Regulations, Subject Area, Aspects, General Disclosure & KPl Mandatory Disclosure Section & Remarks

Aspect B6: Product Responsibility
General Disclosure Information on:
(@) the policies; and &) Quality of Tiangong
(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer relating to health and safety, advertising,
labelling and privacy matters relating to products and services
provided and methods of redress.
KPI B6.1 Percentage of total products sold or shipped subject to recalls for safety Due to the Group's product
and health reasons. nature, we do not involve recalls
of products for safety and health

reasons.
KPI B6.2 Number of products and service related complaints received and how they 5 Quality of Tiangong
are dealt with.
KPI B6.3 Description of practices relating to observing and protecting intellectual
property rights.
KPI B6.4 Description of quality assurance process and recall procedures.
KPI B6.5 Description of consumer data protection and privacy policies, how they are
implemented and monitored.
Aspect B7: Anti-corruption
General Disclosure Information on:
(@ the policies; and 8 Responsible Operation

(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer relating to bribery, extortion, fraud and money
laundering.

KPI B7.1 Number of concluded legal cases regarding corrupt practices brought
against the issuer or its employees during the Reporting Period and the
outcomes of the cases.

KPI'B7.2 Description of preventive measures and whistle-blowing procedures, how
they are implemented and monitored.

KPIB7.3 Description of anti-corruption training provided to directors and staff.
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Regulations, Subject Area, Aspects, General Disclosure & KPI Mandatory Disclosure Section & Remarks

Community

Aspect B8: Community Investment

General Disclosure Policies on community engagement to understand the needs of the 9 Passion for Philanthropy
communities where the issuer operates and to ensure its activities take into
consideration the communities” interests.

KPI B8.1 Focus areas of contribution (e.g. education, environmental concerns, labour
needs, health, culture, sport).
KPI B8.2 Resources contributed (e.g. money or time) to the focus area.
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