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HCG ( “HOCHENG” in Chinese character ) is an outstanding sanitary ware brand in China, which means “harmony
will definitely lead to achievements”. In 2011 on the occasion of the 80th anniversary of the founding of HCG,
the editor was invited to visit HCG in Taiwan, China with the Director of Ding Weidong. During the visit, the
editor learned the whole story of HCG from its birth, growth, development, innovation changes and the great
contribution HCG made to the health and toilet civilization of human beings with its sanitary ware products. Toilets
used to be a business field being looked down upon by many people. In 1596, the first flush toilet was invented by
Sir John Harington KCB and installed and linked to the plumbing system in Queen Elizabeth’s court, marking the
first toilet revolution in human history. The invention of flush toilet changed the people’s way of life and the public
awareness of health. Julie Horan, an American Doctor in Education, took eight years studying the history of toilets
and wrote a book named The Porcelain God: A Social History of the Toilet. She proposed that human civilization

actually emerged from the ancient toilet civilization when ancient people eventually settled down with cesspools.

There are many facts to prove that toilets have become a necessity for people’s daily life and even a better life.

Toilets can improve public health, stop disease transmission, upgrade urban civilization and lead to a longer life.

HCG has been committed to a business concerning toilet civilization for as long as 90 years, which reflects, from
another perspective, the keen vision and the great social responsibility of the founder Mr. Hocheng Chiu and his

family.

In the early days of China’s reform and opening up, the top leaders of the Chinese government also paid great
attention to the problems of toilets, such as lack of toilet facilities and leaky toilet ware, and the Chinese
government organized a National Toilet Facilities Office to deal with those problems. | was very lucky to participate
in some work in this regard and inspected the toilet equipment and the design and application of the toilets at
more than 60 five-star hotels in some provinces and several major cities across China, including Shenzhen, Zhuhai,
Hangzhou, Shanghai, Beijing and Nanjing. At that time, most hotels were installed with the toilet equipment
supplied by American Standard, TOTO or KOHLER. As one of the four international toilet brands, HCG was installed
in many star-rated hotels in the Chinese mainland as early as the 1980s, including Diaoyutai State GuestHouse in
Beijing. | was very proud to see that we had HCG in the international brand list. In 1993, HCG entered Xiamen and
set up a modern sanitary ware production line in Suzhou. HCG brought the most advanced production processing,
technology, standards, marketing and management concepts and bathroom lifestyle into the Chinese mainland,
which not only played a positive role in promoting the production technology of sanitary ware and facilitating
the development of sanitary ware industry of the Chinese mainland, but also provided more options of sanitary

facilities for the development of the Chinese mainland’s real estate industry and a healthier life to Chinese people.
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Today, HCG is transforming with the beat of our times by establishing the first CBCSA R&D Center for Intelligent
and Healthy Kitchen and Bath Facilities in Suzhou, integrating intelligent, health check and fitness sanitary
ware with its assembly technology of integrated bathroom, inventing the patented intelligent urine testing
technology, and cooperating with partners in other fields to take off in the integrated industrial chain combining
intelligent sanitary ware and assembly technology. HCG will continue to provide innovative solutions to support
the construction of smart cities, to serve residential buildings with integrated sanitary facilities, to promote
public health and sanitary civilization, and to supply barrier-free toilets to more nursing homes in China in the 21st

century.

“During a chilly spring day, the Emperor Tang Xuanzong granted his concubine Lady Yang Yuhuan to have a
bath in the Huaging Palace Pool; the warm water slipped down from her glistening jade-like body.” We hope to
enjoy a comfortable bathroom space as beautiful as this well-known Chinese poem describes and we are also
looking forward to new innovation of HCG by sticking to its inherited belief (“harmony will definitely lead to

achievements”) in “the gentle breeze of the toilet god”.
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It is the first room we go to when we wake up.

And the last room we go to before turning in.

It is the room that
relieves us,
relaxes us,
comforts us

and cleans us.

It is the room that takes care of us.
HCG believes we must take care of it.

The bathroom the true living room.
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If you search on Zhi Hu App, an original content platform in Chinese for searches and informative answers
on the internet, for the average lifespan of the businesses in China or elsewhere in the world, you can get
the most popular answer like this: Chinese businesses: 3.9 years only; American businesses: 8.2 years (but
the bigger ones could be expected to live as long as 40 years); Japanese businesses: 12.5 years (but the
bigger ones could live as long as 58 years). By 2021, HCG, a world-renowned sanitary ware brand founded in
1931, has celebrated its birthday for 90 years consecutively. Its life is much longer than the average standard

of enterprises in any country around the world.

Back in 1931, HCG was founded in Taiwan, China, an island of great abundance. Starting from a family-run
ceramic workshop, walking through so many years, HCG has expanded its business to a much larger scope,
covering sanitary wares, building materials, precision ceramics, kitchen ware and equipment, etc. Even in
today, HCG is still a family business. Looking into this 90-year-old brand, you will feel that this business is
just like a towering tree which experiences the seasons, stretching its flourishing branches and leaves fully

into the space of our times and extending its powerful root firmly to grasp the root core.

At the end of 2021, we visited HCG Shanghai Office and HCG Suzhou Exhibition and Design Center with our

best wishes to this great brand and had a cheerful conversation with Chairman Scott Chiu and GM Sam Lu

about the history, the reform process the future and the development of HCG.
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Brand History,
Deep Root and Great Reputation of

a Low-key Brand
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CTS: A journey as long as 90 years is just the beginning
of an evergreen business like HCG. Could you please share
with us some memories of the great journey of HCG in

some figures?

Chairman Chiu: currently, my father is sorting some
related materials about the footprint of HCG. | also recalled
a lot of landmark events in the past when talking with him.
Looking back into the development road of HCG, there are
indeed many unforgettable moments, especially when we
started our business and established plants in the Chinese
mainland, It is the time when there are some milestones
in HCG’s development as well as the historic periods of

China’s development.

In 1931, my grandfather, Mr. Hocheng Chiu, just retired
from his police post and founded HCG Ceramics Workshop
in Yingo, Taiwan,China. In those years, our workshop
primarily made large jars for storing drinking water by
ordinary consumers. As the society was developing and
people’s living conditions kept improving, HCG Ceramics

Workshop was officially renamed to “HCG Ceramics Plant”

in 1945 and began to produce ceramic toilets in 1949. In the

1950s, the Import Substitution Policy was implemented
in Taiwan, China. which incented the production of local
industrial goods on the island. During that period, HCG
successfully worked out white glaze ceramics and formally
marched into the market of advanced sanitary ware. In
the following 1970s and 1980s, HCG kept expanding its
production scale and set up its own R&D Department under
the unified brand “HCG”. In 1991, HCG was listed in Taiwan’s
stock market. Since then, it moved ahead even faster. At
that moment, HCG perceived the infinite market potential
of China’s mainland market. In 1992, one year after its listing
in Taiwan, China stock market, HCG formally crossed the
strait. It took only less than four years for HCG to make
progress from setting up an exhibition hall in Xiamen to

operating Phase | facilities of its plant in Suzhou.

In 1998, HCG set up a plant in the Philippines and put it
into production. During those four years, | lived there
witnessing the factory having been erected from scratch.

This experience is very important and valuable to me.
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As for products, HCG launched the revolutionary ALPS
product line in 1984. Even till today, it is still one of the
classic lines of HCG although it has gone through many
innovations and upgrades. In 1995, for the first time, HCG
cooperated with foreign designers and launched LEGATO
series, creating an upsurge in the sanitary ware market
again. Since the sanitary ware market turned its focus to
intelligent products, HCG set up United Pacific Express
Trading Co., Ltd. (UPEX) in 2008 and invited Ms. Lin Chiling
as the ambassador of our Superlet, intelligent toilet, which
was awarded German IF Design Award in 2010. From then
on, we have been focusing on intelligent, hospital-related
and well-being products and launched several intelligent
products for high-end niche markets such as health status
check toilet. The industry's first "intelligent health kitchen
and bathroom design and development center" was then

settled in Hocheng factory.
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GM Lu: There are many, many stories about HCG in its
90-year history. | had been serving in HCG International
Business Department before it officially entered China’s
mainland market. During those years, HCG delivered
products to the Chinese mainland via the agents in Hong
Kong SAR and Shenzhen. Looking back into my career life
over those past years, from handling HCG international
business in China's Taiwan, South Korea and some other
countries in Southeast Asia, to working in the Chinese
mainland, each stage of my career life exactly matches the
development pace of our company. In 1992, HCG opened
its exhibition hall at the Middle Hubin Road, Xiamen. At
that time, the Chinese mainland was performing a reform
and opening-up strategy in full swing. You could see
opportunities almost everywhere in the Chinese mainland
market. Since then, lots of Taiwan,China entrepreneurs
sailed across the strait to set up factories here. It is proud
to say that HCG is one of the earliest Taiwan businesses to

set foot in the East China’'s mainland market.

In the same period, in 1994, we chose to set up a plant in
Suzhou. We established a manufacturing base occupying
an area of 250,000 square meters. The plant was put into
mass production in 1996. At that time, the market in the
Chinese mainland was quite different from both its current
situation and overseas markets. There were few foreign
brands, and the majority of market was taken by only a few.
Learning this, HCG expanded rapidly. In just a few years,
HCG set up its sales outlets in the major cities across the
Chinese mainland, such as Beijing, Shanghai, Guangzhou,
Chengdu, etc. All of those outlets were operated in the

traditional dealership mode as that in Taiwan,China. For a

long period, 90% of our sales revenues were contributed
by retail business. That’s the reason why you could see
many HCG retail stores in the Chinese mainland market
at that time. Reviewing those years, we can discover that
some HCG competitors invested heavily in the large-scale
projects during that period, while HCG did not switch much
effort to or we can say that we were a little bit slow in this
field. From this point of view, you can see that HCG always
keeps a stable and calm mind to various changes in the
market. Well, the outsiders may think HCG is conservative
to some extent. In recent years, the booming e-commerce
has changed the market landscape dramatically. However,
you cannot operate well e-commerce without much time
and efforts input. Therefore, it is very difficult for an
enterprise to balance all its business channels and develop
all channels synchronously. We have to focus on something
fit for us most, instead of asking for all. HCG is able to
expand its development space with fairly even efforts both
in retail and e-commerce channels, except for the project
sector. It is certain that we will also, adjust our priority in
those channels at different stages. In my viewpoint, | am
very lucky to work in such some important markets at

different stages and grow with my dear brand.

In 2009, HCG was honored as the top ideal brand for
consumers for the 25" consecutive years, which is a
tangible proof of the wide recognition of HCG brand and
HCG products among consumers. For years, HCG has kept
improving consumer experience to meet the needs of
the aged consumers and other market demands. Years
of efforts have paid us with good feedback from our

consumers.
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CTS: As the ancient Chinese ideologist Xun Zi said,
although the road is far away, we’'ll finally arrive as long as
we keep going; although the things are difficult to do, we'll
finally achieve as long as we keep doing. The Chinese brand
name for HCG is “ #1 gt "( literally HOCHENG in Chinese
pinyin). In ancient Chinese, the word “ f1 7 (“harmony”
in English) always conveys good meanings, such as
harmony, warmth, and health. Over the past years, HCG has
been adhering to its concept of “#1 5 4 g% "( “Harmony will
definitely lead to achievements”)(the Chinese word “ g ”
means “achievements”). Gradually, HCG has become a brand
with warmth in the hearts of customers. As HCG keeps
growing in an ever-changing market and faces various

demands of customers, what will HCG do to balance its

relationship with the outside world?

Chairman Chiu: we have always stuck to our
development philosophy, which is “Harmony will
definitely lead to achievements”. The Chinese word “#0” is
conventionally translated into “Harmony” in English. It is
very important for HCG to keep a harmonious co-existence
status with our staff, our customers and our community.
As HCG is a family business, the harmonious relationship
between our enterprise and our people has fostered our
loyal workforce from generation to generation. And, the
harmonious tie between HCG and customers have fostered
generations of loyal patrons. It is such virtuous circle that
facilitates HCG to develop sustainably and give feedback
to our community better. Throughout our development
course, from Taiwan, China to Shanghai then to Suzhou, we
always try our best to grow with the local community. We

are developing together, and we are changing together.
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It is inevitable for HCG to experience the changes of
our times and to make its choice at each stage in our
development course. Since the founding of HCG in 1931, we
have experienced all the changes of our times across China,
setting off from Taiwan, China, from Xiamen to other cities
across the Chinese mainland. We have witnessed the war
time and enjoyed the peaceful years. We have benefited
from the booming economy of China and experienced the
hard time of industrial overcapacity. Every time when we
have to make a choice, we always try hard to keep pace
with our times and meet customers’ demands; meanwhile,
we always strive to create a harmonious tie to co-exist with

the market and with our community.

For a sustainable business, the only unchangeable thing is
to change, whether proactively or passively. Throughout
the development path of each enterprise, there will be
definitely some moments in which you have no choice
but to adapt to the times, instead of changing the history,
such as wartime and economic crisis. We, however, always
change more proactively. For example, HCG got listed
in China's Taiwan stock market to obtain capital support
from the market, laid out our development strategies in
Southeast Asia to allocate our production capacity across
the world at a proper proportion. Most importantly, without
any doubt, we always adhere to our good inheritance and
innovate our products nearly every day. Without years of
unremitting efforts from HCG people, we could not adapt

to the changes of the external landscape.
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GM Lu: Actually, | was often asked about the question
that what factors contribute to the steady development
of HCG over the past 90 years. This question pushed me to
reflect on various situations we once experienced in our
development course. For human beings, a time span of 90
years means three to four generations. HCG was born in
1931 during the wartime. Then, we experienced economic
crisis as well as the crisis of our business transition. It is
certain that we have also enjoyed the dividends of the
development of our motherland. Out of crises can emerge
new and incredible opportunities, we never stop trying
different methods and adjusting our strategies at each

stage to adapt to every change of our times.

For example, shortly after its founding, HCG happened to
encounter the economic take-off period in Taiwan, China
. Back then, there were various construction projects
everywhere in Taiwan, China. Therefore, HCG spared no
efforts to invest in technology and production capability
to supply our good products and technology to all market

sectors. Soon, HCG built up its leadership in the industry.
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Having accumulated some certain experience, we stretched
into the related fields, such as one-stop home decoration,
which covers kitchen water heaters, smoke lampblack
machines and bathroom equipment. Our product lines
also expanded from our main products, i.e., porcelain
ware, to faucets, hardware accessories, etc. We also tried
to construct buildings and sell automobiles. All of those
efforts in new fields are the tangible proof of HCG’s
constant investment in technology with the purpose of
ensuring a permanent power to move forward. We did
not succeed in all the fields, sometimes we even learned
from painful lessons. Those experiences, however, give us a

better understanding of what is our core competitiveness.

There are always opportunities, but we must make a good
preparation in advance. During the time of preparation,
we cannot always know exactly what we should prepare.
Reviewing every step of HCG, you can see that our decision
makers are really wise, as we have made the right decisions
and put into the right investment timely and sufficiently
at almost every historic stage, which has rendered HCG

economic returns much beyond our expectations.
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Supply-Demand Relationship” to “Warming Hearts”
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CTS: In the hearts of customers, HCG is always a warm
brand. Customers have various needs, sometimes
reasonable, sometimes hard to meet. So, could you please
tell us how HCG keeps a balanced tie between developing

good products and meeting customers’ needs?

GM Lu: Many enterprises would adhere to the principle
of “Customer First”. It is crystal clear that HCG also puts
customer first all the time. Besides that, we've done more.
We try our best to win the respect from our target markets
as well as from our customers. It’s mission impossible for
our products to change from time to time like fast-moving
consumer goods, so we should do our R&D with a full

consideration of our experience and strengths.

We have been devoted to building a warm brand and
providing trustworthy products. For our partners, we
propose good suggestions to them to match their overall
programs; for our consumers, we recommend them the
good products which really meet their needs. Just as the
commercial advertising slogan represented by Mr. Lau
Tak Wah (Andy Lau) for HCG some years ago, “HCG, a
friend in your life”, we hope to keep a friendly tie with our
customers, without fancy things, and we hope to supply

approachable and affordable products to the market,

lack of shiny appearance. However, we’ll accompany our

customers with comfortable care in their needs like close
friend. Currently, all the HCG products supplied across the
Chinese mainland are basically within middle to upper
categories, not very expensive. They are not difficult for our

customers to reach.

With the development of our society, there will be some
demand for luxury products in some high-end projects.
Having perceived the gap in this sector, we supplied some
well-known brands from European and American markets
by way of dealership to consummate our product line and
meet the demand of our high-end customers. Therefore,
"LAZULI INTERNATIONAL" was established to provide

imported sanitary ware services.

We are always endeavoring to meet our customers’ needs
through flexible methods in line with our product standards.
It is more likely for us to earn clients’ respect when we say
“no” to them honestly. They will learn our brand principles
through our insistence, and they will be clear that they are
co-working with a responsible enterprise. Our cooperation
with clients based on mutual respect will be surely much
better than the deal purely pursuing sales volume, and we

can walk in a better and farther way with our clients.
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CTS: Some of your long-term partners are actually your

trading partners or cooperative processing plants in the
early years. How does HCG constantly consolidate and

expand its cooperation alliance?

Chairman Chiu: Partners are always very important for
our ecosystem. We have been cooperating with excellent
enterprises, from the local enterprises in Taiwan, China.
to the partners cooperating with us in our global design
projects, from local distributors to various OEM plants, such
as LOTA group, who cooperated with HCG in faucets, and
SEAGULL group, who worked with HCG in ceramic ware.
Through the ups and downs of our times and markets,
some partners remained and still keep cooperation with
HCG till today as our strategic partners for a long-term

development.

In 2020, we made an important decision: to cooperate with
Guangdong KIN LONG Hardware Products Co., Ltd. in the
Chinese mainland market to expand our business scope
and market room. KIN LONG is good at B2B market, which
is exactly complementary with our strength in R&D. As KIN
LONG has a wide network of direct sales projects across
the Chinese mainland, it is able to spread HCG products in
the market; the matured production capacity and years of
supporting experience of HCG, in turn, will help the original

business of KIN LONG to a higher level.
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In a nutshell, cooperation is mutual understanding and
then integrating with each other. In the first year of our
cooperation, both of us spent a lot of time and efforts in
understanding each other and holding training activities,
trying to implement our projects at the same pace as
possible as we could. The COVID-19 pandemic during the
past two years also brought some obstacles on the road
of our cooperation. Nevertheless, we have entered a new
stage to strengthen the foundation of our cooperation
after one year of mutual understanding and adjustment.
This year, the second year on the way of our cooperation,
we need to enhance what we have already confirmed at the
previous stage. Only in this way can we go further in the

coming years.
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Smart Strategy and Social Responsibility
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CTS: As we all know, HCG sanitary ware has taken a large
share in the hospital-related and well-being market in
Taiwan, China. HCG also cut a good figure in the hospital-
related and well-being segment in the Chinese mainland
market. HCG is a market leader in this field, not a market
follower. In addition, we can see HCG takes part in charity
activities from time to time. What concept supports HCG to

constantly give back to our community?

Chairman Chiu: HCG has supplied hospital-related and
well-being products for many years, It is our corporate
responsibility other than our development strategy. As you
can see in our corporate culture copywriting, bathroom is
not only the first place we will visit every morning after we
get up, but also the last place we will visit before we go to
bed at night. It makes us being relaxed, comfortable, clean
and peaceful. HCG firmly holds the belief that we must
care for this place, namely, the bathroom in our residences,
because it is the real living room for all of us. It is true of
ordinary people, and especially true of the sick, the aged

and other groups with special needs.

China has already entered an aging society. By the end of
2019, there were 250 million aged people over 60 years old.
As of the second quarter of 2020, there are 35,814 nursing
homes with 7.919 million beds in China. It is expected that
the total aged population in China will peak at 280 million
with a total demand valued RMB 20 trillion yuan in the

industry by 2022.

As for hospital construction, the highest level of China
central government is also vigorously promoting the
construction of high-quality hospitals and encouraging
more hospitals in a short period, including those in the
grassroots. For example, on May 14th, 2021 the General
Office of the State Council, China’s cabinet, issued No. 18
Document, i.e. G.B.F. [2021] Opinions of the General Office of
the State Council on Promoting High-quality Development
of Public Hospitals. On July 8th, 2020, the National Health
Commission of the People’s Republic of China issued No. 12
Document at Primary Level by NHC [2020] The Important
Circular on Comprehensive Promotion of Constructing
Community Hospitals by the National Health Commission
of the People’s Republic of China. The government issued
those documents and called for great efforts to develop
community hospitals in all aspects. Ut supra, the healthcare,
hospital and well-being sectors will develop rapidly in the
following years. Taking full advantage of HCG’s years of
experience in sanitary ware for healthcare, hospital-related
and well-being sectors in Taiwan, China. we laid out a
comprehensive strategy in the Chinese mainland market. It
is not only a direction of our future development, but also
welfare for our community, as we are trying our best to

supply our warm care to the public.
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There is great potential for the hospital-related and well-
being market, but HCG will take a steady strategy, being
neither greedy for a large market share nor speedy
expansion; On the contrary, we will take a step-by-step
development and stick to our social responsibility to meet
the demands of the public and make contribution to the

people’s healthy life.

HCG has never forgotten its social responsibility and has
been making contribution to the welfare of our community
along its "90" years of development, as HCG firmly holds
the belief that “our successful business enables us to care
for our community, and our belief empowers us to make

contribution to the welfare of the public.”

GM Lu: Our main strategy for the Chinese mainland

market is to set a firm footing in the tier 1 and tier 2
cities firstly and then expand to the tier 3 and tier 4 cities
gradually. In this way, on the one hand, HCG will meet the
demands for high-quality sanitary ware in the healthcare,
hospital-related and well-being sectors in the advanced
cities in the Chinese mainland, and on the other hand, HCG
will also satisfy the needs for the basic sanitary ware in the
healthcare, hospital-related and well-being sectors in the
developing small and medium-sized cities. Meanwhile, HCG
will build up its brand cognition in those small and medium-
sized cities to accumulate public praise and customer
loyalty, so as to get prepared for the retrofit market in
those cities when the local consumption level is upgrading

with surging purchasing power.

HCG has been in the Chinese mainland market for nearly

30 years. We have served nearly 200 hospital projects and
left our footprints across the Chinese mainland, such as
Harbin Sunbetter Hospital, a big modern general hospital
to the northernmost, the well-known General Hospital of
the People’s Liberation Army (PLAGH) in the capital, Tongji
Hospital in the city of the Oriental Pearl, Shanghai, and Sun
Yat-sen Cardiovascular Hospital in Shenzhen, the booming

city of South China.
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In recent years, in particular, both the central government and
local governments made more and more investment in hospital
infrastructure constructions, and the public concept of the
sanitary facilities in hospitals has changed dramatically with ever-
improving social civilization in the Chinese mainland. Thus, both
our market share and the single contract value of our projects in
hospital field grow in an upward trend. For example, we had won
several hospital projects with the sales revenue over RMB 1 million
yuan, including the Third People’s Hospital in Yuhang District, the
city of Hangzhou, the First Affiliated Hospital, Zhejiang University
in 2019, Xiamen Maluan Bay Hospital in 2020, the Bright Hospital
Area of Shenzhen Traditional Chinese Medicine Hospital, Yancheng
Traditional Chinese Medicine Hospital, and Shenzhen Nan Shan
Hospital in 2021. There is a star project, Shenzhen Nan Shan

Hospital, which reaches sales revenue of over RMB 5 million yuan.

In well-being projects, HCG has also made great achievements
over the past years. We managed to overcome challenges to
meet the strict standards and fulfill more human-oriented design
requirements for well-being projects, such as Suzhou Well-being
Nursing Home, Xuzhou Hong Xing Nursing Home, Jun Kang Nian
Hua Pu Jin Well-being Community in Minhang District, Shanghai,
and Lin’an Well-being Nursing Center, etc. From having served
those projects, we have gotten a better understanding of the
hospital-related and well-being market in the Chinese mainland

and have more inspiration for our future development in this field.

Speaking of our motivation for sustainable development, we have
always rooted our social responsibility deeply into our corporate
culture and give feedback to our community. We will continue to
implement our social responsibility of “coming from the society
and serving for the society” in our daily operation to supply HCG
general bathroom products, especially HCG hospital-related and
well-being sanitary ware and accessory facilities. As a sanitary
ware manufacturer with a 90-year history, HCG is ready to grow up

in the fast-growing market in China.
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CTS: constant development and growth are always

accompanied with endless choices and upgrades. So,
how does HCG keep its core competitiveness on its way
forward? How will you carry on and even break through

your business in the next three to five years?

Chairman Chiu: when we are talking about management,
first of all, I would like to emphasize that HCG is a family
business. Up to now, we have the third generation of our
family members serving in our Board of Directors, and
some family members of our fourth generation have grown
up and are serving in HCG. For a family business, unity of
the whole family is very important. Each generation of
our leaders maybe evolve or change something to some
extent in their leading style, but our core values will remain
unchanged. In the long run, this will bring much confidence

to our customers and our staff.

Regarding products, HCG will research and develop new
materials and technologies in many related fields. Some
of those R&D fruits will be eventually turned to products.
But we will always stick to our traditional business, that
is to say , sanitary ware. HCG invests about 3% to 5% of its
sales revenue in product R&D every year. Upgrading key
technologies and innovating new materials are always the

core competitiveness of HCG.

“Our customers are the boss, and our life lies in the quality
of our products”. We have stuck to this principle for 90
years, and we will still treat our customers and products
in this principle in the future. We will possibly adjust our
way to deal with different generations of consumers, like
transforming our conventional marketing means into
something new, which is more suitable for our younger
consumers. In the following years, we will focus on
optimizing and integrating our resources on platforms and

getting ready to embrace this digital era.
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GM Lu: Persistence is by no means sticking to tradition
without any change, which is especially true of HCG, a
90-year-old family business. It should be interpreted
as endless breakthroughs and sticking to our original
aspiration. In the eyes of some outsiders, HCG has been
developing vey stably, or slowly. In fact, we have actually
tried new marketing methods and new products to develop
our business in new regions at every stage. Let’s take an
instance, in the 1980s when few brands would invite show
celebrities to advise for their products, HCG already invited
Mr. Lau Tak Wah (Andy Lau) as the image ambassador for
its toilet products at his prime time; in the 1990s, HCG
sponsored Wu Xing Jiang Challenge Show, a very popular
variety TV show in Shanghai at that time, as a title sponsor,
and so on. In this ever-changing market, we have to decide
what to do and what not to do in our product R&D nearly

each and every day.

This year, we took a brave step in production. That is, we
closed our plant in Suzhou. This is a very difficult decision
for many HCG people including me. Many HCG people
witnessed the plant growing from scratch, from a small
scale to a bigger one. With the urban development around
Suzhou, plant’s location is no longer suitable for ceramic
production. This decision will pose risks to our global
production capacity to some extent, but it also encourages
us to think about how to transform our production. We
can review what our core competitiveness is. In the coming
years, we will invest more in our know-how innovation and
cooperative manufacturers’ fostering, and we will turn to
export our managerial experience and technology. Thanks
to the productivity of Hocheng Group and global supply
chain also the great support from our Board of Directors,
we will transform our operation in the Chinese mainland

market in a larger scale more efficiently.
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We expect that HCG is able to transform itself from production-
oriented to service-oriented in three to five years. Specifically,
we will transfer the production to the third party under our
technical guidance, while HCG will concentrate more on the
R&D of technology and production process, so as to ensure
supplying sound technical support to our cooperative production
enterprises. | am honored, also very lucky to be part of the decision
making team and stride every step forward strongheartedly with

all HCG people.

CTS: HCG has stride forward on its own way. It will go further than

any of us. So, what do you expect HCG will be like in the future?

Chairman Chiu: First of all, I would think about these questions:
What is the purpose of HCG thriving in the market? How can we
carry forward our successful experience over the past 90 years? In
the future, what HCG will definitely do is to provide its products
with core competitiveness as usual and stick to our core values.
China market is very complex with many segments. In this aspect,
we need to find ways to sort out our products well and bring a

greater brand value to our customers.

GM Lu: HCG holds a great vision: Premier Bathroom and
Kitchen Solution Provider. We will pay more attention to fulfill
the individual needs of each customer and become a powerful
solution provider by satisfying the customized requirements of
each customer timely and accurately. As the 11th general manager
of Hocheng (China) Co., Ltd., | have acquired the working style
very similar to that of my predecessors through those years of
service in HCG. This baton will be passed on in the future. | hope
that HCG will become a loyal friend to all of our customers. She
will accompany you as comfortably as always. | am looking forward
to a more brilliant future in HCG through years of our concerted

efforts.
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Postscript

AWK ZE, ME—TEE. BREA HEMRIN
il & EHEFRENRINIZE, R, BAREAERNEE.
RIE—T, MRIMERENTBE—BREIOEIN, BER
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T4 90 FHEARLINTRES ], (BfhERRFRIMLER
HE IR PR— N,

HEfT, THETHE, BEE#M TRTHHE. BLtHEES
K5 FAREEERIRZNEI TR ZANTHESE
St M {ERER, i1 AR FEEFRORAR L
MNEZTRBERNEDR TRRAANES,

For businesses, the road to success is like a black box. Many
people are eager to find out the way from the stories of the
successful market players. The way to success is, however,
always like a black box. Is it possible for us to discover it if
we have a chance to look into the development course of
one hundred successful enterprises? Alternatively, maybe
we can copy it? The success story of HCG over the past 90
years is impossible to be copied, but her story may shed a

ray of sunshine out from the black box.

We can travel tens of thousands of miles only if we keep
walking day by day; we can achieve everything only if we
keep doing it day by day. During our conversation with
Chairman Scott Chiu and GM Sam Lu, what they mentioned
most is nothing but their constant innovation and firm
inheritance of the core values of HCG. Their enthusiastic
expectation for the bright future of HCG has depicted a

flourishing summer for us even in the coldest season.
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