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ABOUT THE REPORT

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
(the “Company” or “we”) and its subsidiaries (collectively referred to
as the “Group”) is committed to the long-term sustainability of its
businesses and the communities with which it engages. The Group
pursues the business approach of managing its businesses prudently
and executing management decisions with due care and attention. In
addition, the Group is committed to improving its environmental, social
and governance (“ESG”) performance by upholding good corporate
governance standards, protecting the environment, engaging the
community and promoting social integration. The Company’s board of
directors (the “Board”) takes the overall responsibility for the Group’s ESG
issues, and needs to define ESG management guidelines, strategies,
priorities and objectives. Assisted by ESG consultants, members of the
Board have had the proper skills, experience, knowledge and views
needed to supervise the Group’s ESG issues. To better manage the
Group’s performance, issues and potential risks relating to ESG, the
Board, at least once a year, collectively discusses ESG issues, evaluates
and identifies the Group’s ESG risks and opportunities, reviews the
importance of ESG issues, and analyzes its performance and progress
based on ESG related targets. Also, the Board is responsible for the
effectiveness of risk management and internal control systems, and
approves the information disclosed in the ESG reports. The Group’s
management assists the Board in the supervision of ESG issues,
collecting and analysing ESG data, monitoring and evaluating the
Group’s ESG performance, following up with and reviewing the progress
of ESG objectives, ensuring the compliance with ESG related laws and
regulations, and reporting its work progress, decisions and suggestions
to the Board at least once a year.

Scope of the ESG Report

This ESG report (the “ESG Report”) discloses the Group’s ESG
management approach and performance during the financial year from
1 January 2022 to 31 December 2022 (the “Reporting Period” or “2022”)
and explains how the Group complies with the Environmental, Social and
Governance Reporting Guide (“ESG Reporting Guide”) in Appendix 20 to
the Rules Governing the Listing of Securities (the “Listing Rules”) on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
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Reporting Principles

° Materiality — The Group has conducted materiality assessment
to identify material issues during the Reporting Period. Materiality
of issues was reviewed by the Board and senior management of
the Group. For more information, please refer to “Stakeholders’
Engagement and Materiality Assessment”.

o Quantitative — The standards and methodologies used in the
calculation of relevant data of key performance indicators (“KPIs”),
as well as the assumptions used were disclosed in this ESG
Report.

° Consistency — The preparation of this ESG Report was substantially
consistent with the ESG report of the financial year from 1 January
2021 to 31 December 2021 (“2021”). Explanations were provided
regarding data with changes in the scope of disclosure and
calculation methodologies.

° Balance — This ESG Report aims to disclose data in an objective
way, which aims to provide stakeholders with a balance overview
of the Group’s overall ESG performance.

BUSINESS OVERVIEW

The reporting scope of the ESG Report covers the major entities of the
Group, which is the manufacture and distribution of Chinese medicines
and pharmaceutical products in the Mainland China (“Mainland China”)
under the brand names of Changlong and Qing Tong. The scope of this
ESG report is consistent with the annual report, and consistent with the
scope of the ESG report for 2021.

STAKEHOLDERS’ ENGAGEMENT AND
MATERIALITY ASSESSMENT

In order to define the current and future sustainability strategies, it is
important to understand stakeholders’ perspectives and expectations on
the development and success of the Group and help assess the potential
impacts of the future business activities.

The Group will continue to establish effective communication with the
major stakeholders in various ways in order to deal with their concerns
and provide feedback in a timely manner. It is believed that it is necessary
to consider the needs of all stakeholders, which is conductive to
maintaining a long-term friendly relationship with employees, customers,
suppliers, shareholders and investors, governments and regulators and
communities and the public.
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In 2022, the Group engaged with stakeholders regularly or irregularly R =ZE = =44 - KEFFBZ G FREEF
via different channels. Below are the channels through which the Group P& FEEM AT EETEH) - LN AIREHR
communicated with different stakeholders: REBETRFMHERNERERE -

Stakeholders Communication channels
BHE BREE
Employees Employee performance assessment
(== BTHEBEZ
Training, workshops and briefings
B e enEN e
Intranet and Email
N EBAEAE 12 T
Direct communication
HEBBIM
Customers Daily operation and communication
LSS AEEERZR
Hotline and email
RS 20AR S FE AR
Suppliers Supplier management procedure
HIER HEREEIRT

Shareholders and investors

BERRBEE

Governments and regulators

BT X 2B R

Communities and the public

SHTYSNAA

Supplier evaluation system

AR RHA HE

Shareholders’ annual meetings and other meetings
RERBFAGEAMRRAS

Interim reports and annual reports

i B i B R

Results announcement

ES VN

Investor meetings

REEGZ

Daily information disclosure

BB EMIKE

Meetings

&

= A

Written or electronic communication
EMNE TR

ESG reports

ESG#E

Community activities

s

Company website

NSIEERI

Regular reports and announcements
FEHWmERAE
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When preparing the ESG report, the Board and management assisted
the Group in reviewing its operations, identified 18 ESG issues with
significant impact on the Group and evaluating the relative importance of
relevant ESG issues to its operations and stakeholders. With respect to
this ESG Report, the Group identified occupational health and safety and
product and service responsibility as issues of the highest importance
to its stakeholders and the Group. This review has helped the Group to
prioritize its corresponding sustainability issues and highlight the material
and relevant aspects so as to align them with stakeholders’ expectations.
The identified material ESG issues of the Group are as follows:

RmEAESGHRER - EFEMNEEERHA
SEBEHNESEREBERE - #5 T18EH A
SEFEAFEMESGEE © W HHERIESG
SHURBAFNENREERE - B9 - B
RESGHREMS » AREEHBIBEEFERL
EUAMERERBEEEEREERFNDE RN
SERRERSTE - WERNAPHAKEKEM
ER A FERREREFRIEHEERAREE
| ANERHENRE - AEERFINER
ESGE@E T -

Category Issues
REHE BEAE
Environmental Protection 1. Greenhouse gas (“GHG”) and air emission management
RIFRE mERE(DAERE RERTEY
2. Waste management
BEEYETE
3. Use of energy
EEVRENE]

4. Water use efficiency and sewage management

Kz M5k E 1R

5. The environment and natural resources management

RIERAAER
Employee Care 6. Employment management system
EERE EREEHNE

7. Diversity, equal opportunity and eliminating discrimination

Zitlb - FEREMRIER

8.  Occupational health and safety
BEERERE

9.  Training and development
FEAIEE R

10. Labour standards

4 TR
Operating Responsibilities 11.  Supply chain management
BEEME g

12, Supply chain environmental and social risk management

HEHERE LA e R RER

13.  Product and service quality management

EmkREEEEIE

14. Fair and responsible marketing
NEMBEENEH

15.  Protecting customer privacy
RIEZ P E R

16.  Anti-corruption
RES
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Category Issues

BEEE BEARE

Community Investment 17. Understanding the needs of the community
HERIRE THHERRE

18.  Supporting community development

X Fit R R

COMMENTS AND FEEDBACK

This ESG Report is available and can be downloaded from the website
of the Stock Exchange (www.hkexnews.hk) and the website of the
Company (www.jlchanglong.com). In the meantime, your feedback
regarding the Group’s overall sustainability practices is welcomed. The
Company’s contact details are as follows:

Room 1101-2, 11/F

Office Tower Two, Grand Plaza
625 & 639 Nathan Road

Mong Kok, Kowloon

Hong Kong, PRC

Telephone: 86-0435-8218333
Fax: 86-0435-8210005

Email: contactus@jlchanglong.com

EREREE

IRESGHR & 1] A 22 AT AR i (www. hkexnews. hk)
N2 AR B4 v (www jlchanglong.com) & B & T~
o AEENE BETHASEEEUHE
FRBHRIBLHER - AARIMEBKER Y
™

FEEE
BERT A
TR E625 M 63955

HEFEP O AE
11##1101-2F

TEaE 1 86-0435-8218333

B85 : 86-0435-8210005

B H : contactus@jlchanglong.com
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A. ENVIRONMENT A.

Environmental Targets

In order to better govern the material ESG issues of the Group
and the Group’s performance in these aspects, the Group has set
environmental targets for GHG emissions, waste management,
energy consumption, and water management. The Group will
continue to strive towards achieving these targets. The Group’s
management will review the progress of these targets and take
measures to achieve them and report on the progress and make
suggestions if needed to the Board at least annually. The details of
the related environmental targets are as follows:

RIB
RIBERE
AEHMEBASENERNZELLTE
BEELEFEMNKRE  AEEEERE
HRHEREREBER  BEEWEE -
BEFRHERERKEREENESTEM B
Z o REBEBEELARTEHEMS S
WTHEEESGFHERERNEE - K
EI%WMEEEMLH%&EMJ
WELGFREEER AT BIE
WEE&&*E@QW%%W%%%%
HEEEREER - HERSEE RN
EECRNE

Level Objective

=] BE

GHG emissions Hold GHG emissions reduction related activities in the financial year from 1 January
2023 to 31 December 2023 (“2023”) to raise employees’ awareness of reducing GHG
emissions.

RN E_Z_=F-A-RAZ_ZT_=F+_A=+—"R¥BFE( _ZT_=F &I
DRERBYMUEAES - LIRS B TR E RSB -

Waste management Hold waste reduction related activities in 2023 to raise employees’ awareness of
reducing waste.

REEYER E_Z_=FRPRLBEEVERNEE IR EIHRIEEDNEH

Energy consumption Participate in energy conservation related activities in 2023 to raise employees’
awareness of energy conservation.

BEIRERE E_Z =260 REANEE - LIRS 8 THEAIRMNER

Water management Hold water conservation related activities in 2023 to raise employees’ awareness of
water conservation.

IKEIRE TR “T=FRREKEERNED - LIRS E THEARAKNER -
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Emissions

The major raw materials used by the Group in production
are various kinds of Chinese herbal medicines and its
production and operation may have a minor effect on the
environment and the natural resources. The Group actively
fufills its social responsibilities, always adheres to the concept
that development and environmental protection are equally
important and makes rational use of various resources to
protect the environment. The Group strictly abides by national
laws and regulations including the Environmental Protection
Law of the People’s Republic of China, Water Pollution
Prevention and Control Law of the People’s Republic of China
and Law of the People’s Republic of China on the Prevention
and Control of Environmental Pollution by Solid Waste
of Mainland China, as well as local laws and regulations
concerning environmental protection.

During the Reporting Period, the Group was not aware of
any material non-compliance with local laws and regulations
about environmental protection resulted from the emission
of waste gas or GHG, discharge of pollutants into water or
soil or discharge of hazardous or non-hazardous waste. The
Group is striving to achieve saving energy and consumption
reduction, lowering discharges and improving efficiency, and
try its best to minimize the impact that the production and
operation process have on the ecosystem. The Group has
set the Environmental Policy to manage the impact of its
operations on the environment.

Air emissions of the Group came mainly from the use of fuel
in vehicles owned by the Group, and are listed below:

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RIR - B RERERE

23587
AEBAREENTIEZRMHAE
BhEE  HAEKLLZHNRER
AREFRRBEMTE - ~EEE
BRITHEEE AR BRRERE
REREVENED  AEMNAS
BER NEBRTHBRITRER
& - NEBEBETHERBET
B e EARKMBERER
HE) ~ (REARKMBEIKIGRE
JAVE) (REARKMEIEREEY
ERBRIRMEE)NE L E A RS
RIBIREHDER LR o

RmEHE - AREAREHRE
BER IR EREYEN - KR LHA
PSR B EREEREZ BN
BEMEREMEBRRER LA
BRMEXREE - XEBEH I ZDIE
BEFEFE ~ RSB BB - R ATRE
MEERERE AKECEE
(REBRINEBAEELELIR
BB -

AEBNERFRYEIERGAE
BEA R EWATERORE - RNE
B EERBERERBRGRIN T

Indicator Unit 2022
B B —E-—F
Nitrogen oxides (NO ) emission Kg 482.79
BEILYINO BERK T
Sulfur oxides (SO)) emission Kg 6.37
BEE(SO ) HER Fr
Particulate matter (PM) emission Kg 36.49
BRI (PM)BERL T

EMEEEREACEERNHERAF
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GHG emissions of the Group consist of direct GHG

emissions (Scope 1 emissions) generated from the use of

fuel i

n vehicles owned by the Group, the combustion of coal

for heat supply and production, and energy indirect GHG
emissions (Scope 2 emissions) generated from the purchased
electricity.

The GHG emissions of the Group are listed below:

AEEHAEREBHEREZRAR
AEBEREGEWMOMEHER - £&

R AFRBR IR B9 B IR K% A EE {58 PR A 6
REELNER (BE—)RERE
BECMSNE B P E £ M REIR 3%
(FE =) RERBHM -

REERAE R EHE R L0
™

Indicator! Unit 2022
BE By —ECCF
Scope 1- Direct GHG emissions tCOe 132,744.09
#HE——EEREREHN Mg — %ﬂ: KEE
- Coal
— Petrol
i
— Diesel
B
— Refrigerant
- RRE
Scope 2 — Energy indirect GHG emissions tCOe 3,518.05
#HE = - RAERERBEYEK Mg — %{t KEE
— Purchased electricity
SMNEE
Total GHG emissions tCO.e 136,257.14
(Scope 1 and 2 emissions)
BERBHKEE(HEE-KZ) W_F{tREE
Intensity of GHG emissions tCO,e/Revenue (million RMB)? 151.18
BERBHENEERE BM_StmEE WMAANREEET)?
Notes: &t

1.

The data about GHG emissions is presented in terms of carbon dioxide
equivalent and is based on including but not limited to The Greenhouse
Gas Protocol: a Corporate Accounting and Reporting Standard
published by the World Business Council for Sustainable Development,
the Notice of the Management of GHG Emissions Reports for
Electric-generating Corporates 2023-2025 released by The Ministry of
Ecology and Environment of China, the potential global temperature rise
described in the Fifth Assessment Report published by IPCC in 2014,
and How to Prepare ESG Reports — Appendix II: Environmental KPI
Reporting Guide released by the Stock Exchange.

During the Reporting Period, the Group’s total revenue is
RMB901,322,000.00, which will also be used to calculate other
intensity data.

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2022

1. BERBIREE IR —EtREE
23] W2RBREFEETRATRER
MRMRERAIFEZEINESS
HBECRERBREETE : ©ET
FHERFREIRAE) - hE ARLFE AR
IRIR N3 1 HOC B R 17 20232025 6F
BETELERERBHIRSERE
BRAILEMBA) - RFHREZ(E
PIZEgMEMN_T—MF(ERX
FHERE NN IRFRES ~ DAKREE
xFﬁ%ﬁﬁE@(ﬂDﬁ ERESGHRE — K8k

CIRIERREIUEIZERIES!) -

2. NmEHHE - AEENBKREAAR

#901,322,000.007T ° HEEME A
VERTE H b2 E B ©



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RIR - B RERERE

During the Reporting Period, all the hazardous waste RBEEE - NEEREEENS
generated by the Group was recycled by qualified hazardous EEREVMECHAERNEEREY
waste recyclers. The hazardous waste generated by the EEEIR o AEBRBEEREY
Group is listed below: BEREMMAT

Waste category Unit 2022
EEZEYE R B —E-—F
Liquid waste Kg 80.00
BER NI

Reagent bottles Kg 100.00
vl NI

Total amount of hazardous waste Kg 180.00
BEBREYEE N

Total intensity of hazardous waste Kg/Revenue (million RMB) 0.20
BEREYEERE D/ BMAANREBEER)

The non-hazardous waste generated by the Group is listed AEENEESEEMEEREMM
below: o

Waste category Unit 2022
BESE Y AR ) By —B-C=F
Paper Ton 3.49
ok Mg

General office waste Ton 30.00
—RIANERIR 72

Food waste Ton 5.00
BT erur iR 72

Total amount of non-hazardous waste Ton 38.49
BEBEYEE Mg

Total intensity of non-hazardous waste Ton/Revenue (million RMB) 0.04
BEBREYEERE mE,BWAARBEET)

EMEEEREACEERNHERAF 9
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Use of resources

The Group also advocates the concept of green production
so as to achieve the target of energy saving, consumption
lowering and discharge reduction. The Group saved various
kinds of resources by optimising the production process,
enhancing the technology standard, using Light Emitting
Diode (“LED”) energy-saving lighting and cutting down water
consumption. Moreover, with respect to the protection and
recycling of water resources, the Group adopted a recycle
system throughout the production process so as to reduce
the amount of water resources used. The Group manage
the use of resources during its operations through the
Environmental Policy.

Energy consumption of the Group is listed below:

EREA
REENEEHOEEES  ZE
BiRE « FRFE - BUSHUE R - AEE
Eiﬁﬂﬁ$ RiETETERE
RARME ﬁ?m%t RE
(F%*ﬁ%"*f J)Eﬁﬁz,\ T4
IKEFEHE - Kﬁéﬁoﬂ%'
Eméﬁ% &ﬁﬂ%t NEE
SERHHEARRKES - LUK
DIKERNFERE - AEEBEB
(REBRR)EHEEBRINER
SHRE

AEBEMELRBRRALMRINT

Energy category® Unit 2022
R B S5
Direct energy consumption MWh 110,512.82
EERERER JKEL B
— Coal*

B
— Petrol

i
— Diesel

e
Indirect energy consumption MWh 6,160.00
R #E JK LB
— Externally purchased power®

HNEE 11
Total intensity of energy MWh 116,672.80
BEREFEE JKEL B
Intensity of energy consumption MWh/Revenue (million RMB) 129.45
RREEERE KER BMAARBEET)
Notes: B
3. The method to convert the units of energy consumption data is based 3. BEIRE BRI BEAIIRE A TR IR

on the Energy Statistics Manual issued by International Energy Agency.

4, The Group consumed approximately 13,454.00 tons of coal in 2022,
and approximately 16,820.00 tons in 2021.

5. The Group consumed approximately 6,160,000.00 KWh of electricity in
2022, and approximately 6,490,000.00 KWh in 2021.

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
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#96,490,000.00 T ELBF °



Thanks to operation in a favourable geographical location,
the Group has no problem in sourcing water. The water
consumption of the Group is listed below:

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RIR - B RERERE

ERAEELENMIBLE A&
B 3 SR BUE A KR L2 B A
8 o REER/KERBFERE M
LU

Unit 2022
B —E-CHF
Total consumption of water® m? 154,545.00
KREFEEFEES N FK
Total intensity of water consumption m?/Revenue (million RMB) 171.46
KEREEEERE MR BANREEETR)

Note:

6. The Group consumed approximately 154,545.00 m® of water in 2022,
and approximately 157,740.00 m? in 2021.

The Group produces medical products, during the process
packaging materials are used. During the Reporting Period,
consumption of packaging materials is listed below:

fil

6. REB T - —FEKRERELEERA
#49154,545.007 75K+ ZEZ—F 5
#9157,740.0032 77 K °

AEBNESBIEEEBEER
SEBREFSFERABEME - Rk
EHHRM  AEBNBEEMBREMR
N

Category of packaging materials Unit 2022

BEYBEE B —E=—%F

Paper box Ton 150.00

il i

Small paper packing box Ton 400.00

wEBE R Mg

Total consumption of packaging materials Ton 550.00

BRHEEEE 7]

Total intensity of packaging materials Ton/output value (RMB million)’ 0.65
consumption

BROHEEEERE W EEAR¥EER)

Note: B

7. During the Reporting Period, the Group had a total output value of 7. RREHE - AEBNBEERNA

approximately RMB841,586,000.00.

[R#841,586,000.007T °
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Environment and natural resources

The Group pursues the best practice between the
development and the environment, and takes into careful
consideration of all the aspects and activities within its
value chain to mitigate the impact on the environment. The
Group has set the Environmental Policy to manage the
environmental performance of the Group. To achieve the
sustainable development of the environment, the Group
regularly provides environmental protection information and
practical advice related to environmentally friendly living style
to staff for circulation.

Climate change

Climate change has growing impact on global ecology and
different industries. The Group is also aware that climate
change will impact its operations in different aspects. So,
while pursuing green and low-carbon operation, the Group
has identified risks related to climate change, evaluated
relevant impact and developed countermeasures. The Group
has identified the following climate related risks:

Physical risk

Climate change results in extreme weather events of higher
frequency and intensity, such as typhoon, floods and
rainstorm. Such events may cause physical damage to the
locations where the Group operates and add to maintenance,
disaster response and insurance expenses. In severe
situations, the Group may see its normal operation affected
and its employees’ personal safety threatened. Improper
response to such events may have negative influence on the
Group’s reputation.

To respond to such physical risk, the Group regularly
examines business interruption risk related to extreme
weather events and develops response plans under proper
conditions, so as to reduce negative influence. Meanwhile,
the Group makes special working arrangements in response
to potential environmental disasters, typhoon and rainstorm,
s0 as to avoid any chaos that may cause safety accidents.

Jilin Province Huinan Changlong Bio-pharmacy Company Limited
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Transition risk

Besides the said physical risk, the Group also faces transition
risk arising from the transition towards low-carbon economy.
The transition towards low-carbon economy restrained by
constantly updated and increasingly rigorous environmental
laws and regulations and the innovation trends in energy
conservation materials, processes and operation modes
may add to commodity and service cost. Besides, stricter
environmental laws and regulations may increase claims and
litigation risk as a result of the failure to observe compliance
requirements, thus affecting the Group’s reputation. All these
risks may add to the Group’s compliance cost.

To cope with the said transaction risk, the Group regularly
monitors current and emerging trends, policies and
regulations related to climate, and warns senior management
if necessary to avoid mounting cost, penalties or reputational
risk resulted from slow response.

B. SOCIETY

Employment and labor practices

1.

Employment

Employees are regarded as the greatest and most valuable
assets and core competitive advantages of the Group who
continuously provide the source of innovation for the Group.
The Group offers competitive remuneration and welfare, and
implements comprehensive performance appraisal scheme
to award and praise the staff with excellent performance and
assists them with their career development and promotion
within the Group by providing appropriate trainings and
opportunities. Meanwhile, in order to create a favorable and
fair working environment for employees and protect their
physical and psychological health, the Group will give careful
consideration to all the valuable suggestions for improving the
working efficiency and harmonizing the working atmosphere
proposed by employees, thereby establishing a united,
harmonious and professional team for the Group.
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The Group strictly complied with the regulations and
provisions of laws in the Mainland China and Hong Kong,
China, including but not limited to Labour Law of the People’s
Republic of China and Labour Contract Law of the People’s
Republic of China in Mainland China and Employment
Ordinance in Hong Kong, China. During the Reporting Period,
the Group was not aware of any material non-compliance
with any local laws or regulations related to employment. The
Group has formulated and strictly implemented the relevant
management system and measures, and expressly specified
the employment, labor relations, treatment, promotion,
benefits and retirement of the staff to safeguard their
interests.

The Group strictly complied with the Mainland China laws and
regulations and policies associated with social insurance, and
made contributions to various social insurance and housing
provident fund for all the staff in a timely manner.

As at 31 December 2022, the Group had a total of 823
employees, with the breakdown shown below:

Indicator

BE
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BZRBERED - BRETRER
TEABHCPREARK ﬂﬁ”@
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MEREMHBREEEER
BREEH - AEBE D HIET LR
TTHEEESERRE  HETH
PR SBEE 8 B 8/
A BRARETEFEHRERE - &
RS B TH)#ER -

AEBBERIZBRPEAMEHELE
REBEVERERMBERRTE - /2
RETEN EREAMNSHLERR
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T

Number of employees
EEA"

2022

—EB-F

By gender
PREF b
Male

St

Female

ZE

By age group
DA 4l B &l 2
<29

<297%,

30-49

30-495%,

>50

>505%

By region

Rt EE 5
Mainland China
Y A3
Hong Kong, China
PEIEE
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Number of employees

EEAH
Indicator 2022
BE —E-—F
By employee category
LEE R85
Senior management 19
SRERE
Middle management 29
PARERE
General employees 775
EmET
By employment type
UERERES
Full-time employees 716
FRET
Part-time employees 107
FEET

The average employee turnover rate was 4.25%?@ during the
Reporting Period, with the breakdown shown below:

Indicator
EE

WMEPEEEFHREAEXRAE
4.25%8  HE|Hu0F ¢

Turnover rate
TARZ

2022
—E-__F

By gender
PRES:E by
Male

S

Female

g

By age group
DA i 4E B &l 2
<29

<29B%

30-49

30-495%,

>50

>507%

By region

i EE 5
Mainland China
R A
Hong Kong, China
PEIE

Note:
8. Turnover rate = Number of left employees by category in the financial

year — number of employees by category at the end of the financial
year X 100%

5.23%

3.23%

16.67%
3.71%

3.90%

4.26%

fi -
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Health and safety

Employees are the most important wealth and resources of
the Group, therefore, the health and safety of employees are
always the top priority of the Group. The Group is committed
to protecting the employees with production safety while
endeavour to protect and care about their health and to
provide a safe, healthy and protected workplace.

The Group established a comprehensive management
system in occupational health and safety, strictly complied
with the regulations of occupational health and safety in
Mainland China and Hong Kong, China, and laid a solid
foundation for safe operation. Over the past three years
(including the Reporting Period), the Group has not recorded
any major safety accidents or deaths related to work, or any
compensation paid to its employees due to such accidents.
During the Reporting Period, the Group did not report any
loss of working days due to work related injury, or aware of
any material non-compliance with local laws or regulations
related to health and safety.

Development and training

The Group adopts the principle of unified management and
stratified training for the education and training of its staff.
Upon joining the Group, new employees must participate
in pre-service training focusing on the Group’s corporate
culture, corporate policies and goals, production safety,
necessary skills, etc. A series of training courses are provided
to senior management and middle management including
anti-corruption practices for leaders as well as trainings for
middle and senior management of listed companies. The
Group will evaluate the training effects subsequently, so as to
enhance the pertinence and effectiveness of training, which
will further enhance the technical skills and professional
quality of the Group’s employees of each level achieving
satisfactory results.
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During the Reporting Period, the percentage of trained
employees® was about 62.58%, and the average hours of
training per employee' was about 58.46. Details about the
percentage of trained employees and average training hours
by employee gender and category are listed below:

Percentage of

RBEEE - AEENZIEER
DK B62.58% ¢ R HITFHEE
104) 558.46/ N\ o 1Z{E BRI R EE
FESNZINEEBE DL R TFHF
FIEFERR AN T

Average

Indicator trained employees® training hours™
B FIEEEDLLS ST R
2022 2022

—Eg-= —EB-—F

By gender

PR E-ba

Male 71.02% 67.12

SRS

Female 538.73% 49.39

zEE

By employee category

PRAEF: ey

Senior management 63.16% 91.58

SRERE

Middle management 100.00% 128.00

hAREIRE

General employees 61.16% 55.05

T@mET

Notes: e

9. Percentage of trained employees = Number of trained employees by

category in the financial year = Number of employees by category at
the end of the financial year < 100%

10. Average training hours = Hours of training for the employees by
category in the financial year -~ Number of employees by category at
the end of the financial year

9. SR B B D =B FERNZERE
EMZIEBAHS - REERZA
RlfE B 4R AZ < 100%

10, FHRISB=MBFENZERER
B IR B - B R R A RE &
COEEYN
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Labor standards

There is a clear requirement on the age of applicants in
the recruitment management system of the Group. The
Group will review and check the identification information of
applicants during the recruitment process and no child labor
will be employed. Applicants should provide documents of
educational background and working experience for our
verification when they are applying. Any suspected applicants
providing false documents of educational background
and working experience will not be employed. The Group
strives to create a safe, healthy and comfortable working
environment for the employees, and provide labor protection,
reasonable remuneration and various benefits to the
employees. The Group enters into an employment contract
with each of the employees in accordance with relevant
regulations in the Mainland China and in Hong Kong, China,
and forbids any kind of forced labor.

If any use of child labor is discovered, the Group will
immediately terminate relevant employment contract.
Besides, if any use of forced labor is discovered, the Group
will conduct an investigation in time, and punish or dismiss
the employee that causes the situation. The Group regularly
reviews relevant practice to ensure its effectiveness.

The Group strictly complies with the Regulations on Labour
and Social Security Inspection, Labour Law of the People’s
Republic of China and Labor Contract Law of the People’s
Republic of China in Mainland China and Employment
Ordinance in Hong Kong, China. During the Reporting Period,
the Group didn’t aware of any material non-compliance with
laws and regulations aimed to prevent child use and forced
labor.
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Operational practices

5.

Supply chain management

Supply chain management is always one of the key links in
the Group’s quality control system. The Group focuses on
the risk management of product quality and keeps a close
eye on signals of quality and safety crisis of its medicines.
Attaching great importance to product compliance, the
Group organizes self-inspections and rectifications in a timely
manner to ensure product quality.

To ensure the quality of the purchased raw materials,
auxiliary ingredients and packaging materials, the Group
has established a supplier management system in strict
compliance with the Law of the People’s Republic of China on
the Administration of Pharmaceuticals, Good Manufacturing
Practice (“GMP”), and other relevant laws and regulations and
also has implemented a standardized supplier management
system.

During the Reporting Period, the Group had 272 major
suppliers, all of which were from Mainland China and has
passed the Group’s practices relating to engaging suppliers.

The Group expects suppliers to meet its standards in
environmental, social, corporates governance and commercial
ethics. Before establishing any long-term cooperation with a
potential supplier, the Group will evaluate the environmental
and social risks associated with the supplier’s operations
to ensure the supplier to comply with trade, environmental
and social regulations and other standards, and will
examine the supplier's awareness of the said aspects. In the
screening process, the Group will prefer the suppliers using
environment-friendly products and services, and work to
minimize the potential environmental and social risks across
the supply chain.

The Group also carries out long-term quality monitoring
and regular reviews on all suppliers. In case of a significant
change in supplier qualification or serious quality issue
occurs, the Group may suspend the delivery of the supplier in
question immediately to ensure the quality of the medicine of
the Group.

The Group will review the supplier management measures
regularly to ensure their effectiveness.
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Product responsibility

The Group is committed to ensuring product safety.
Especially, as most of our products are pharmaceuticals,
product quality and safety are undoubtedly the top priority of
the Group.

The Group always sticks to strict product quality control
throughout the production process. The Group’s quality
control is executed primarily in accordance with relevant
requirements of GMP quality management system.

The Group has formulated a complete set of quality inspection
management standards covering traditional Chinese medical
materials, auxiliary ingredients, packaging materials, semi-
finished and finished products, and sets out requirements on
various test objects, test methods and test contents. If any
unqualified products are leaked to the market, they will be
recalled in accordance with relevant measures. During the
Reporting Period, the Group had no products recall due to
quality or health and safety issues.

Meanwhile, the Group carries out advertisement promotion
in accordance with the law, further safeguards the rights and
interests of consumers, ensures the legal compliance of the
Group’s advertisement promotion and stringently prohibits
any acts that would cause damage to the image of the Group
and the brand, such as illegal advertisements.

The Group attaches great importance to the protection
of customer rights and privacy, and commits to protect
personal information. The Group’s employees strictly follow
relevant data protection principles and cautiously manage
the confidential information of the Group. In case of any
illegal leakage of information, the Group will pursue the
legal liability of the persons concerned. We will regularly
review the practice related to privacy protection to ensure its
effectiveness.

The Group remains focusing on product development
and the improvement of product quality, with intellectual
property rights (“IPRs”) crucial to our operations. The Group
closely monitors and prevents infringements like counterfeit
trademarks in the market. The Group will continue with
oversight to ensure its IPRs not to be infringed upon.
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The Group values customer feedback and complaints. In
case of the receipt of any complaint, the Group will move
to follow up in time. During the Reporting Period, the Group
didn’t receive any major complaints about products or
services, or aware of any material non-compliance with laws
and regulations about product and service quality, including
but not limited to the Law of the People’s Republic of
China on the Protection of Consumer Rights and Interests,
Advertisement Law of the People’s Republic of China, Interim
Measures on the Management of Internet Advertisement and
Law of the People’s Republic of China on Product Quality in
Mainland China and consumer protection related laws and
regulations in other applicable regions.

Anti-corruption

All of the Group’s operations are in compliance with local and
national legislation on standards of conduct, such as with the
relevant legislation on anti-corruption and bribery in Mainland
China and the Prevention of Bribery Ordinance in Hong Kong,
China.

During the Reporting Period, there were no concluded legal
cases regarding corrupt practices brought against the Group
or its employees. The Group was not aware of any material
non-compliance with any laws or regulations related to
bribery, extortion, fraud or money laundering, including but
not limited to the Criminal Procedure Law of the People’s
Republic of China and Company Law of the People’s
Republic of China in Mainland China and the Prevention of
Bribery Ordinance in Hong Kong, China, that would have
significant influence on the Group.

The Group has set the Whistle-blowing Policy. If the Group
receives reports on any corruption, bribery, extortion, money
laundering or other fraud behaviors, the Group will conduct
investigation and handle the case in time, and will transfer the
case to judiciary authorities in case of any breach of law. The
Group encourages employees to report corruption or fraud
behaviors, and takes sufficient measures to keep confidential
the whistle-blowers identities and to ensure protecting the
whistle-blowers from non-fair treatment. The Group regularly
oversees the effectiveness of its whistle-blowing mechanism.
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The Group promises to provide its directors and employees
with anti-corruption training or relevant reading materials
for them to self-study at least once a year, to increase their
awareness of integrity and business ethics. During the
Reporting Period, the Group provided anti-corruption training
sessions for 9 directors and 180 employees, respectively
with 270 and 1,080 training hours in total. The training helped
the Group’s directors and employees strengthen integrity
building.

The Group requires employees to strictly conform to code of
business ethics and forbids any corruption bribe behavior as
stipulated in the employment contracts. In case of any conflict
of interest, it must be reported to the Group’s management
immediately. Employees, who engage in business operations
and represent the Group’s professional image, are strictly
prohibited to use business opportunities or power for
personal interest or benefit.

Community

8.

Community investment

The Group always seeks to become a positive momentum
in the communities in which it operates and maintains close
communications and interactions with the communities in
order to contribute to local development.

The Group believes that the creation of a beautiful and
peaceful community relies on the cooperation of citizen,
corporations and the government. By working together with
various community partners, the Group believes it can bring
a tremendous impact on the sustainable development of the
communities in which it operates. Therefore, the Group has
set the Community Investment Policy to manage relevant
matters.

The Group will also actively encourage the staff to volunteer
their time and skills to benefit local communities. It provides
the employees with the opportunities to explore more issues
of the society and environment and reinforce the Group’s
corporate values.

During the Reporting Period, the Group focused on the anti-
pandemic works. It donated 3,000 units of rice, noodles and
oil, 500 units walnut milk and 500 units honeysuckle drinks to
Huinan County Red Cross.
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