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INTRODUCTION

Dawnrays Pharmaceutical (Holdings) Ltd. (the “Company”) and its
subsidiaries (collectively referred to as the “Group” or “Dawnrays” or “we”)
operate and develop its business in an integrity, pragmatic and stable
manner. The Group also always adheres to the principle of product quality
as its operational principle to carry out daily production and management
for the purpose of providing customers with reliable products and services,
creating economic growth for the society, and bringing return for
Shareholders’ investment.

During the progress of our business development, the Group is committed
to maintain the core values of its operations and always complies with the
requirements of various laws and regulations. The Group responds
positively to all aspects of environmental, social and corporate governance,
continues to improve and merge with management, and fulfills its
obligations as a social corporate to ensure the sustainable development of
the Group’s business.

The Group knows well that corporate sustainability is closely related to
various environmental and social factors and affects each other. Therefore,
when planning business development, the Group strives to assess the
long-term impact of the business on social interests and takes the
allocation of environmental resources into consideration so as to seek the
maximum balance between the business development and the
environment and society.
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ABOUT THIS REPORT

The board of the Company has overall responsibility for the Group’s
environmental, social and governance strategy and reporting. This
Environmental, Social and Governance Report (the “Report”) is the second
Environmental, Social and Governance Report issued for the stakeholders
to fully understand the Group’s corporate mission and social responsibility
fulfilled.

The Report forms part of the effort of the Group to communicate to its
stakeholders in a broad manner the relevant environmental and social
initiatives the Group has made during the period from 1 January 2017 to
31 December 2017 (“Reporting Period”) in reference to Appendix 27
“Environmental, Social and Governance Reporting Guide” of the Rules
Governing the Listing of Securities on the Stock Exchange of Hong Kong
(“Reporting Guide”). Details of Corporate Governance are addressed
separately in the Corporate Governance Report in the Company’s 2017
Annual Report from page 19 to page 31.

As of 31 December 2017, there were eight subsidiaries directly or indirectly
wholly owned by the Company. Based on the Group’s vertically integrated
business model and the functions of its subsidiaries, the following three
subsidiaries (“the Three Subsidiaries”) form the Group’s production bases:

1. Suzhou Dawnrays Pharmaceutical Co., Ltd. (“Suzhou Dawnrays
Pharma”) — a subsidiary wholly owned by the Company, responsible

for development, production and sales of pharmaceutical products.

2. Su Zhou Dawnrays Pharmaceutical Science and Technology Co.,
Ltd. (“Su Zhou Dawnrays Pharma Science and Tech”) — a subsidiary
wholly owned by the Company, responsible for production and sales

of pharmaceutical intermediates.

3.  Dawnrays (Nantong) Pharmaceutical Science and Technology Co.,
Ltd. (“Dawnrays (Nantong) Pharma Science and Tech”) — a
subsidiary wholly owned by the Company, responsible for production
and sales of pharmaceutical intermediates.

In accordance with the requirements of the Reporting Guide, the Report
has disclosed performance on various aspects on environmental and
social matters of the Three Subsidiaries during the Reporting Period.
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VALUABLE OPINIONS

The compilation of this report may not be entirely satisfactory due to
various objective constraints, and therefore stakeholders’ valuable opinions
can help the Group continue to improve performance on environmental,
social and governance. Please feel free to contact the Group with any
comments or suggestions related to the Report.

Address: Units 3001-02, 30/F, CNT Tower,

338 Hennessy Road, Wan Chai, Hong Kong
Telephone:  852-21119708
Email: info@dawnrays.com.hk

Website: www.dawnrays.com
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CORPORATE OVERVIEW

The Group was founded in December 1995 with focus on product
development, production and sale of cephalosporin antibiotics and system
specific medicines. The Company listed on the main board of The Stock
Exchange of Hong Kong on 11 July 2003 with stock code 2348.

The cephalosporin products of the Group include intermediates, bulk
drugs, powder for injections and oral preparations. Specific medicines
cover the cardiovascular system, anti-HBV, anti-allergic, digestive system,
urinary system and endocrine system. The dosage forms include tablets,
capsules and granules.

The Group’s Research and Development Center was established in 2002.
It is a research and development team with professional technical staff as
the backbone and composed of senior researchers such as doctors and
masters. The research direction is mainly based on generics of the system
specific medicines but also taking into account the development of new
drugs and exploration of innovative drugs.

At present, the Group has established “Xian” series of anti-infective drug
and “An” series of cardiovascular drug brands. The Group’s anti-infective
drugs such as Cefoperazone Sodium for injection (5t 44 4®), Cefoperazone
Sodium and Sulbactam Sodium for injection (5&7®); the specific medicines
such as Amlodipine Besylate Tablets (ZRNE®), Losartan Potassium and
Hydrochlorothiazide Tablets (ZE®), Cetirizine Hydrochloride Tablets (78
A] &®) and Entecavir Dispersible Tablets (& 515®) were all earlier approved
for production and marketing in the similar products in Mainland China with
market shares placed in leading positions.

The Group has well established quality management system. The existing
production workshops strictly adopt China and international standards for
construction. The Group will keep devote itself to the health of human
beings and rely on the high sense of social responsibility and forward
looking thought in order to continuously deliver safe and effective drugs
through constant technological innovation.
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COMMUNICATION WITH STAKEHOLDERS

The Group understands that all stakeholders have different expectations
and requirements to the Group. We wish to establish open, transparent
and effective communication channels with our stakeholders to strengthen
our understanding on each other’s needs. Our goal is to gain a balance
between the business development and meeting the requirements of
stakeholders so as to achieve a balanced and satisfactory result. In order
to understand stakeholders’ concerns regarding the Company’s business
as well as environmental, social and governance issues, we collect their
opinions through various methods such as interviews, electronic media

communications, various forms of meetings and questionnaires.

The Company identifies external and internal stakeholders in accordance
with prevailing criteria of measuring the influence, relevance and
importance of different people or organizations on the operations of the
Group. Communicating with external stakeholders such as government/
regulators, shareholders/investors, customers, suppliers, banks and
community residents can deepen their understanding of the Group’s
efforts in environmental, social and corporate governance. For internal
stakeholders, the Group will deepen employees’ understanding on relevant

areas through various forms of functions.
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According to the questionnaire survey conducted by the Company to the BEANRMAFHEETHESAERSEBBMK
stakeholders and the information collected through various FER  SRMEBURTHEIAEEBANERER  Hg
communications, every stakeholder expressed concern about the Group’s RECSHBEAH  MRXETEER
environmental, social and governance information, and the most

concerned topics were as follows:

Stakeholders The Most Concerned Topics
v BZEERE

Government/regulator  regulatory compliance, corporate governance, environmental policy and management systems, product

responsibility, business conduct policies and measures, occupational health and safety, employment policies

AT, BB R EHRERE PEER BEIRHTERS  EREMT - BERTBEENER BERREZS - BEBCR
Shareholder/investor corporate governance, product responsibility and development, supply chain management, employment and

benefits policies and systems, environmental policy, business conduct policies and measures

B A E TEELR EQECRAE  HEEEE  ERERESEBCRNGIE - IRIBECK - ERTBRMEHE
Employee corporate governance, product responsibility, employment and benefits policies and systems, development and

training, occupational health and safety, environmental policy and management systems

== TEELR ERET  EREFBECRANGE  BREFY  BEERRELD  REBREBTERSR

Customer supply chain management, product responsibility, environmental policy and management systems, materials use
policy and status, occupational health and safety

®P HERER EREM REBRETERSR  MEMEABREMR BERERZD

Supplier supply chain management, environmental policy and management systems, business conduct policies and
measures, occupational health and safety, product responsibility

HAER HERER RERXEETERS ARBRTBRMER  BERERSR CEMEE

Bank corporate governance, financial risk management, product responsibility, occupational health and safety,
environmental policy and management systems

RAT TEELR WERRER ERET BERRELTSE REBKRETERSR
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ENVIRONMENTAL ASPECTS

The Group is convinced that enterprise must pay attention to
environmental protection during its pursuing business development. Only
co-existing with the environment and ecology friendly can we achieve
sustained economic and social development and ensure that future
generations can continue to enjoy better living standards than now.
Therefore, the Group actively understands the importance of environmental
protection for the sustainable and stable development of the Group, taking
into account of the impact on the environment when making business
decisions, establishes “Energy Resource Management Procedures” and
implements various energy policies and environmental protection
measures. The Group strives to improve product quality, meanwhile, seeks
to achieve the best balance between cost control and environmental
protection, and devotes to becoming a company with low energy and
resource consumption, low pollutant emissions, resource conservation,
and environmental protection.

Through the establishment of an environmental management system, the
Group promoted the applicable energy improvement and clean production
plans, used resources more efficiently, reduced the generation of waste
and pollution, and reduced the risk of environmental accidents. Meanwhile,
the Group implemented its environmental protection policy in accordance
with national and regional laws and regulations and identified various
environmental factors, and formulated response methods such as “Exhaust
Gas Management Procedures”, “Wastewater Management Procedures”,
“Waste Management Procedures” and other management procedures to
classify and manage emissions and wastes generated from daily
production and office work, so as to fulfil its responsibility to environmental
protection.

Suzhou Dawnrays Pharma has passed the ISO14001 environmental
management system certification issued by a third-party verified institution.
The production plants have installed on-line monitoring systems for
wastewater, which cooperate with the government’s monitoring of
emissions data. Besides, the Group also reports energy consumption to
the Suzhou Environmental Energy Trading Center* (/N ERIZEEIR A 5
1)) every year. The Group has a health, safety and environmental
protection department responsible for handling the in-house relevant
issues about occupational safety and environmental protection. Each
production department sets energy targets annually and collects data for
analysis each month. During the Reporting Period, there was no cases of
non-compliance with environmental laws and regulations that have
significant impact on the Group.

The following output value ten thousand yuan represented in the Report
refers to output value of RMB10,000 which was calculated in accordance
with the calculation method of total industrial output value published by the
National Bureau of Statistics of the PRC.
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EMISSIONS

Greenhouse gas and exhaust gas emissions

Greenhouse gas emissions data are important indicators of environmental
performance. Reducing greenhouse gas emissions is a long-term goal of
the Group. The Group’s greenhouse gas emissions are mainly due to
electricity and steam used in production, followed by motor vehicles.
Exhaust emissions have been strictly implemented in accordance with the
waste gas management procedures. In order to reduce fuel-related
emissions, the Group is committed to construct and promote energy
management systems, monitors the status of energy consumption and
allocates resources to use energy-efficient products and services, such as
renting electric vehicles to pick up employees so as to reduce pollution

caused by emissions.

The greenhouse gas and other emissions data of the Three Subsidiaries
during the Reporting Period are set out as follows:

Ez 3587
JRERBERERBEIL
MEREHMBEESREXRENERIER - AR
ERBHMEAEENRERR - AEBNEESR
BHEREEREESHATREA  HXHRAET
BEL - BRIENCZRBERISEETEENT - A
BAMOER R - AEEROREREE RS
BAHER) - BEZREREAMA - AR EREA
BEBERAENERNRE e EAEsTEE
BHET ETI DURDERBEGER T -

ZE_FMBARANREHEAEREREMERE
REEHIINT

Unit Data 2017
By #i52017
Total greenhouse gas emissions (Scope 1 and 2) ton of carbon dioxide equivalent 37,144
RERBAYNE (BE1R2) W —REiE S
Direct emissions (Scope 1) ton of carbon dioxide equivalent 157
EEHR(EE)" WAL EE
Indirect emissions (Scope 2)? ton of carbon dioxide equivalent 36,987
B (FE2)? W —friEE
Intensity of total greenhouse gas emission ton of carbon dioxide equivalent/ 0.3488

output value ten thousand yuan

BERBAENEE WE — &t

Nitrogen oxides (NOx)*
REEY) (NOxX)®

Sulfur oxides (SOx)*
a1 (SOx)

Particulate matters®
FERI

! Direct greenhouse gas emissions covered in the Three Subsidiaries’ business
control

2 The indirect energy greenhouse covered in gas emissions caused by
electricity and steam purchased by the Three Subsidiaries

3 Emissions of the Nitrogen oxides (NOx), Sulfur oxides (SOx) and Particulate
matters were calculated based on stationary combustion sources and fuel
consumed by vehicles.

mEE BTEE

gram 508,218
)
gram 960
I
gram 46,226
%
! REZ=FMBRAREESEFBENEEELNR
EREH
2 REZ=FZHNBRABENE N - Z 5B ME
BERREREEHEN

8 ARE/LPINOX) ~ WiE k¥ (SOx) R FEr B E
& TE WA IR S A B R AT -
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Disposal of waste water
A detailed description for disposal of waste water is set out in the “Use of

water” of the Report.

Waste management

Proper disposal of waste can help to reduce environmental and ecological
impacts. The Group established “Waste Management Procedures”
according to the “National List of Hazardous Wastes” for classification and
disposal, and strictly controlled waste disposal and disposal procedures in
accordance with the procedures to ensure that the Group’s wastes were
effectively managed and disposed of. At the same time, the Group
establishes a clean production assessment system and energy saving
mechanism to reduce waste generation. In terms of product process
design, the Group prioritizes to use non-toxic or easily degradable raw
materials which practicable to reduce the burden on the environment.
Wastes are classified as hazardous wastes and non-hazardous wastes.
Our different departments are responsible to collect and dispose of
different types of wastes, and allocate appropriate storage space for
temporary storage of classified wastes. Hazardous wastes are properly
packaged and stored in designated storage areas, and are processed by
qualified contractors in due course.

The following is the total amount of waste generated by the Three
Subsidiaries during the Reporting Period:

Waste Category
BEYES

Hazardous waste

BEREEY

Non-hazardous waste
BmEEEY

*

Amount of waste generated per each of output value ten thousand yuan.
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USE OF RESOURCES

Purchase electricity and steam

The Group purchases electricity and steam for daily production. Every
production program is designed to minimize the consumption of various
types of resources. In order to save energy more effectively, the Group
replaces equipment with energy-saving equipment as needed. The
production plants are gradually replacing with LED energy-saving lamps
and reducing the energy consumption of high-energy-consuming
equipment by adopting frequency conversion control method. The air-
conditioning system is a high-power-consumption facility. Therefore, the
office building adopts summer air-conditioning temperature control to save
electricity.

The total energy consumption of the Three Subsidiaries during the
Reporting Period is as follows:

Energy Category
RRES

Purchased electricity

BEE

Purchased steam

BEXRA

Diesel

4o

Gasoline

U

Consumption required per each of output value ten thousand yuan.

It was the standard coal volume converted with reference to the “General

Principles for Calculation of the Comprehensive Energy Consumption” (424
REFERTE BA) published by the China government.

kwh ('000)
FHET R &

ERER

BEEHRES

AEEBFBRBEE I RZEANETARLEE - @
FERNGBET  TRELFSHEERERE - A
EHUEERR  AEBILRFEEELAMAEDE
B HEREIEZ S FIRLEDEN e A I SREVE
BEYE ) 75 2B K 1= B TR OH FE AR %m%ﬁ ZERRE
ARAEERE AR AREETERERARE
ZHIASIAAE -

AT RZ=FHEBARRNREHRRERERESE

]
puij

Unit Consumption Intensity*
B HEER RE*
27,7114 0.2602
kg 5,394,979" 50.66
R
L 28,660 0.2691
AT
L 34,676 0.3256
nF
* BETEBMEERESE -
" T2 RAEBR M EKEGE R EBADITE R H

RS -
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Use of water

The Group recognizes that the discharge of chemical solutions into river or
ocean will result in adverse impact on the ecological environment. As a
chemical pharmaceutical enterprise, water is an indispensable resource
during the Group’s production process. The production process is set with
water consumption quota that workshops must strictly comply with.
Wastewater from the manufacturing process contains various chemicals
that cannot be directly discharged. Therefore, all production plants are
equipped with wastewater treatment systems. All wastewater must be
treated before being discharged and third-party institutions are regularly
invited to conduct inspection every year. All the plants also installed
monitors that monitor emissions in real time by government departments
and set up on-line monitoring of pollution sources to ensure that the
discharge of waste water continues to meet the standards.

The Three Subsidiaries use water supplied by the water supply company,
mainly used for production, testing and daily life of employees. In order to
effectively use water, the Group has set up water saving management
system in accordance with the “Energy Resource Management
Procedures” containing posting of water saving signage at workplaces and
recycling cooling water to increase the efficiency of water resources. The
data of water consumption and industrial waste water discharged of the

Three Subsidiaries during the Reporting Period were as follows:

IKERIEH
AREBRBIEEERRE B ARG KEH £ R
RFENTE - (ERIEBRERE  KAAEELEE
BREATANROER - £EBEREHE THEAK
SEHE  BHEBRT HEBREENEKEES
BL2METEREER - At - SEEEREHH
BREKEERLG - AT B KE BB ERIE T ] 5
W WEFTHRES T HETRE - SBMEIIRE
T BB R E R R B ) BRE A R B S AR
TEAREETE - (REBBEKHEMUSEES -

Z=FMBARRABRKRAHEKE  TER
mEE ARMEIRELE - REREAKER
REBKIBCREREIRE IRIZ 7 ) INET K 7K E TR
[E - BN IES RN AR KRR LA
KTBRE R IR E R U - RIREPBEZ =K
MIEBARIAKERTREKEREBENT -

Category Unit Amount Intensity*
B By 6= RE*
Water consumed cubic meter 581,473 5.4602
Fxz S 77K

Industrial waste water discharged cubic meter 525,878 4.9382
THREKEERE AVAVS I

*

Amount generated per each of output value ten thousand yuan.

Use of packaging materials

The Group is an integrated pharmaceutical enterprise. The industry chain
contains intermediates, bulk drugs and finished drugs. The packaging
patterns and materials for each series of products must be designed in
accordance with GMP, Chinese Pharmacopoeia, industry standards, and
customer requirements. The daily used packaging materials meet the
requirements of the national environmental protection department and are
regularly purchased on a demand basis so as to reduce waste. Subject to
compliance with laws and regulations and without prejudice to product
quality, the Group’s product packaging adopts a simple, environmentally-
friendly packaging design to save materials.

12 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED ZEES84%5 (1258 ) HRR A 7

* BELEBMELNHE -

S
AEBRGFAAREDLE  EXBTEETHEE R
FHEEMp 3% o 8 2RI EmMBERRANY I BA
RIRGMP ~ PEIZEEL - ITRIFER TP ERGIE
BEEANEEMHOREERRRMARRKEE
FIRFREPERE - BARE - REREEERMA
TEEMEENRTY ARBEEMBERFABHON
RIRBERE - AETEME -

i



During the Reporting Period, the amount of packaging materials used by
the Three Subsidiaries was as follows:

RBEHRE - Z=FKWBARBEYHBENT :

AMOUNT OF PACKAGING MATERIALS

BERUMAE

Paper
R

Plastic
B

Metal

Other materials (glass/PE box)
Hev okt GR8,PER)

THE ENVIRONMENT AND NATURAL RESOURCES

Environmental impact management

The Group knows that Dawnrays’ business involves the production of
chemical bulk drugs and finished drugs, our operation process may have
an impact on the environment and natural resources. Therefore, the Group
actively fulfills its social responsibilities and strives to comply with relevant
environmental laws, regulations and emission standards, and implement
various management systems for the purpose of improving the use
efficiency of various types of resources. The Group also continues to make
efforts in improving its work under the basic requirements of safety,
hygiene and environmental protection so as to avoid harm to the
environment, employees and businesses caused by unsafe environment,
behavior and facilities.

To successfully promote its working philosophy of safety, hygiene, and
environmental protection, the Group not only needs to build a variety of
related systems and allocate appropriate resources, but also needs
cooperation from its staffs. The Group conducts environmental risk
assessments and environmental emergency management promotion and
training each year, requires all departmental management personnel and
employees to report the emergency situations affecting the environment.
The Group advocates the concept of green office and engages a
professional team to green the offices and production plants in the outdoor
area. Plant varieties will change subject to the season. It’s our expectation
that green office will create a comfortable working environment for its
employees and enhance the benefits.

Unit Amount
B =
ton 908
7
ton 300
7
ton 182
T8
ton 353
|
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CARE FOR EMPLOYEES

Employees are corporate stakeholders and executors who achieve
business goals. The development track of enterprise is closely related to
the competence, skills, and team spirit of the employees. The continuous
hard work of our employees has created Dawnrays’ achievements today.
The Group always cares for talents, advocates team work spirit of unity,
collaboration, and efficient and interpersonal relationships with tolerance,
understanding and harmonious. The Group builds a career platform with
diversity of communicative, harmonious, safe and healthy and work
environment for employees to jointly organize a high-quality professional
team aiming to bring safe and effective drugs for society.

The Group has established human resources management guidelines on
the basis of our long-term development direction according to the
requirements of National and Jiangsu Province so as to provide reasonable
treatment to employees. Meanwhile, the Group continues to improve the
remuneration and welfare, training, occupational health and safety systems
for the retention of talents, and reviewed and updated regularly to ensure
that employees are able to obtain appropriate support and rewards

EMPLOYMENT

Distribution of employees

As of 31 December 2017, the total number of employees of the Group
was 862, 842 out of which were from the Three Subsidiaries (i.e. Suzhou
Dawnrays Pharma, Su Zhou Dawnrays Pharma Science and Tech, and
Dawnrays (Nantong) Pharma Science and Tech) and all of them were
employed in the Mainland China. 814 of those employees were full-time
employees and 28 were trainees. The remaining 20 were employees of the
Company and the Group’s other subsidiaries (including those registered in

Hong Kong and the Mainland China).
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At 31 December 2017, employees of the Three Subsidiaries classified by RZE—+FE+_A=+—8"
BIRMR RFREID AT

gender and age were as follows:

Employees classified by gender: 1EBIZIEFIZI B -

Employees classified by age: 1E B 1T F |7 P -

35-44 years old
35-445%,
25%

45-54 years old
45-547%
25%

55-64 years old
55-64%%
5%

95-34 years old 65 years old or above

53455 65@5%/%:
32% ?
16-24 years old
16-2475%
13%
* 1 employee aged 65 or above, actual accounting 0.12% of total employees * 65U EETH 1A BEBRMEEITLAI0.12%

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2017 Z&—+IR3% -



Employment policy, remuneration and equal opportunity policy

As an equal opportunity employer, the Group ensures that all employees
are treated fairly. The employee remuneration system is formulated based
on laws and regulations, responsibilities and duties, market trends, human
resources supply and demand conditions and overall salary levels.
Remuneration adjustments are subject to the performance of employees
and results of the Group. The basic principles for hiring include open
recruitment, equal competition and rigorous appraisal as well as merit
priority. Promotion is based on the performance and ability of employees.
According to the requirements on rewards and punishments and
resignation management of Dawnrays’ “Employee Manual” and the
“Personnel Relationship Management Rules” of the Company, the Group
clearly regulates the handling of various employee demission and
employment contracts. The Group implements five work-day weeks and
works overtime is not encouraged. If employees are required to work
overtime as needed, the Group will compensate the employees in
accordance with laws, regulations and internal regulations. In accordance
with relevant national regulations and the Group’s welfare policy,
employees are entitled to various types of occupational and medical
insurance, provident funds, paid holidays, etc. In addition, the benefits
provided by the Group to its employees include free meals, annual body
checks, shared transportation, dormitories and tourism.

Dawnrays is committed to ensuring that employees will not suffer any form
of discrimination and employees are entitled to complain and appeal. There
are formal channels for employees to complain about irrational treatment.
In order to support disabilities in self-reliance, the Group continued to
employ disabled people working in Dawnrays in 2017. During the
Reporting Period, the Group did not find any case of non-compliance
related to the relevant laws and regulations on employment.
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Dawnrays held various types of employee activities in 2017 to strengthen RN - FQRPAFRMEE S TES IR
their colleagues’ friendship and enhance their teamwork spirit, the EE R GE RIS HE B XS ERR ﬁﬁP@Ki‘J}EE)

followings were the large activities:

“Hiking in the Spring” —

[HEFREIE] -

g

The Chairman and CEO of the Company personally led nearly 300 Dawnrays employees and
their relatives to participate in the hiking activity on the Suzhou Guchenghe Jianshen Road (%k
M 9 F 2 & 28 ), a place where is full of history and culture. The theme of the year was
“Happy Work, Healthy Life.” The activity was conducted in groups’ competitions, which mutual
assistance spirit was needed during the competition and all team members should assist each

other to reach the end together successfully.

AABEFREZNFENRFETEI=A 8RB T REBBETIME £ XL RN & 50
RHBLIMEFLEZTD - RERNTER RETIE  @RAE] - BERUNERERET -
BRI G BE - BIFTAEEIENHIELRE -

“Discovery best voices” -

[ZBFBE] -

‘) -]

JWNRS

A recitation contest that enriched the cultural life of employees. There were more than 100 Dawnrays
employees and their relatives had participated in the contest. Besides, employees of the Group, their
relatives and friends participated in such activity to vote their favorite players which had enhanced
communication and understanding between the Group and employees, colleagues and colleagues,
and enterprise and community.

— R EEEEE T MLEENMBELEEY  RTEZE %I%EI& CHBRASRLE

HRFEAEEET HEBNMRA2ERZEAASENZEE  ETAERET - FFEHER
AR B A R AR A R,
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It's a fact that cultivating employees’ owner spirit can strengthen the unity
of the workforce and reduce the turnover of employees, thus improving the
quality of production and the efficiency and effectiveness of operations. To
facilitate communication with employees and enhance mutual trust, the
Group has established a labor union and employees can choose to
participate freely. In addition to monthly meetings with the representatives
of the Group, employees can also communicate with management through
the bulletin boards set up in staff restaurants, symposiums, internet
community platforms and automated office systems. The Group has
internal journals, the main content of which, except for reporting corporate
information, is composed of various types of articles written by employees.
Employees are free to contribute and get contribution fee. The Group
conducts performance assessment every year which also provides a
formal platform for employees to discuss their development direction and
training needs with their supervisors.

Although the Group strived to meet the needs of its employees, the Three
Subsidiaries recorded employee turnover rate of 23% in 2017.
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EMPLOYEE TURNOVER RATE 2017

EERALZE2017
By gender B
Male Es
Female z
By age RER
16-24 years old 16-24 7%
25-34 years old 25-34 5%
35-44 years old 35-44 755,
45-54 years old 45-54 7%,
55-64 years old 55-64 5%,
65 year old or above 655k A
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OCCUPATIONAL HEALTH AND SAFETY

Dawnrays’ occupational health and safety guidelines are “law-abiding
operation, safety first, continuous improvement, be sure”. In accordance
with established guidelines, the Group has established the Occupational
Safety and Health Department that is responsible for developing safety
standards and strategies to reduce accidents and protect the health of
employees so as to fulfill its responsibility for ensuring that employees work
in a safe environment. Suzhou Dawnrays Pharma and Su Zhou Dawnrays
Pharma Science and Tech have passed the Occupational Health and
Safety Management System OHSAS18001 issued by a third-party verified
institution, and also standardized safety behaviors according to the
“Enterprise Requirements of Safety Standardization”, and conducts
periodic inspections for all workplaces and arrangement subject to different
risks. The Group has also identified work procedures involving high risks,
and setting safety guidelines and providing employees with appropriate
protective equipment and tools.

The Group’s production plants have obtained GMP certification. The
production area where has been specially designed to strengthen the
ventilation system and the air-conditioning system is regularly inspected as
well as keeps maintaining indoor air circulation. The Group believes that
enhancing employees’ safety awareness is the most effective way to avoid
accidents. Therefore, at least two comprehensive occupational safety
trainings are held every month. The Group provides employees with health

checks to protect their health every year.

During the Reporting Period, the Group complied with laws and regulations
that had significant impact on occupational health and safety management
with no incident of death due to work. If an employee injury incident
occurred at workplace unfortunately, the Group provides immediate
assistance to the injured employees and reports relevant work injuries to
the social security department. All employee injury incidents will be
investigated according to procedures to minimize the chance of

recurrence.
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DEVELOPMENT AND TRAINING

Employee training management and activities

The Group attaches great importance to the development of talents and
encourages employees to continuously learn new knowledge and skills,
improve their position competence and their working ability, thereby
enhancing the Group’s competitiveness. It is Dawnrays’ vision that the
Group’s business grows with employees’ personal and career development,
and both parties will make progress together. Therefore, the Group provides
employees with various types of training to enhance individual ability and
professional knowledge. For example, The Group organizes two
management ability trainings every year, regular or irregular leadership ability
training, communication skills training, stress and emotional management
training, etc. In order to use resources more effectively, the Group will
prepare an annual training plan as needed, the contents of which includes
professional skills training and management skills training. The Group has
internal training that management or employees with relevant knowledge
share their knowledge or experience. As the innovation in production and
management of drugs keeps going and regulatory laws are complicated and
updated frequently, the Group implements plans for sponsoring employees
to complete relevant courses and learn new knowledge so to accurately
obtain the latest knowledge in each area. In order to improve training content
and plans more effectively, questionnaires will be conducted after each
training with an aim to optimize future training. During the Reporting Period,

employee training of the Three Subsidiaries was as follows:
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EMPLOYEE TRAINING 2017

{E81%312017

Number of Training Average
Trainees % hours % training hours
= E DN - § 3 R B 1A B B
By gender Z 5l
Male 5 472 62 30,567 64 65
Female Z 292 38 16,885 36 58
Number of % of Training % of total Average
Trainees such level hours training hours training hours
By level of 4
positions RERER BAIAE EZBR% B B % FHEIIEH
Senior management EREEE 18 100 697 39
Middle management hEEIERE 31 100 1,721 56
Supervisor TE 59 100 3,092 52
Other level HAhER 656 89 41,942 88 64
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To facilitate the long-term development of the Company and cultivate
talents for the society, the Group recruits in campus every year to provide
opportunities for the younger generation and assist them in accumulating
experience. In 2017, the Group had 28 trainees. The Group had provided
suitable training and talent training for all trainees and expected them to

become our Group’s new force for the sustainable development.
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LABOUR STANDARDS

Prevention of child labour or forced labour

Although the economy is booming today, child labour is still quite common
in labour-intensive industries. Countries all around the world have enacted
legislation about child labour. However, due to insufficient manpower and
cost savings reason, child labour problems still exist. The Group prohibits
employing child labour and will never accept any child’s participation in any
work. In the recruitment process, the identity documents of the applicants
will be carefully reviewed to ensure that the newly recruited employees
have reached the legal age on the date of employment. If the employee is
found to have provided false evidence when he enters his position, he will
be deemed to be unqualified for employment. In that case, the Group has
the right to terminate the employment contract at any time without paying
compensation.

Dawnrays understands the importance of balance between work and life.
Working long hours will only reduce productivity and increase the risk of
accidents. Therefore, the Group emphasizes that the work flow should be
properly arranged and overtime work should not be encouraged so as to
achieve the goal of work-life balance. If employees need to work overtime
as needed, the Group will adjust employees’ rest time or pay overtime
salaries in accordance with legal requirements and internal regulations.
Employees’ overtime situation and work schedules are reviewed monthly
and report to management. The Group did not find any case of non-
compliance with laws and regulations relating to child labour, or forced
labour during the Reporting Period.
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OPERATING PRACTICES

SUPPLY CHAIN MANAGEMENT

Management for sustainable operations

The company adheres to the philosophy of “focusing on health, continuous
innovation” to operate its business. In addition to the efforts of the Group’s
staff, it also needs the cooperation of various suppliers. In order to
effectively manage and ensure product quality, the Group cooperates
closely with quality suppliers in China. The Group’s procurement center is
responsible for conducting comprehensive procurement and liaising with
suppliers so as to regulate the procurement process and reduce costs
more effectively. The procurement center will purchase from the approved
supplier according to the production plan. All major suppliers must be
subject to the Group’s verification before becoming an approved supplier
to the Group. Such verification content includes quality, business
philosophy, occupational safety and service performance, etc. In order to
ensure that the supplier’s quality continuously meets the requirements, the
major supplier verification will be carried out regularly by categories
according to the “Supplier Verification” and “Supplier Annual Evaluation
Management Regulations”.

The quality of the drug is strictly monitored by the regulatory institution.
The Group has obtained GMP certification, and the production process
and supplier selection set corresponding requirements. In order to ensure
that suppliers clearly understand Dawnrays’ philosophy and requirements,
the Group has formulated the supplier code that sets out the
responsibilities and requirements of both parties. The regulations on drugs
change from time to time. The Group exchanges opinions with its suppliers
by participating in several large-scale meetings every year, with an aim to
improve effectiveness and bring safer and more effective drugs for
patients. Moreover, the Group also held seminars with the engineering
contractors to discuss environmental protection measures and safety
issues during the construction process in 2017. The sustainable
development of the Group cannot only depend on the Group’s efforts. The
Group encourages suppliers to invest in the environment and community
building through communication with them. With the development of the
philosophy of sustainable operations, the Group is actively studying how to
strengthen suppliers’ verification in terms of environmental and
occupational safety.

The Group relies on distributors for terminal sales of drugs. The Group
promotes its brand value concept of Dawnrays through distributors so that
patients can receive effective medical treatment. Dawnrays only cooperate
with reputable distributors who strictly comply with the standards, and they
must meet the requirements of regulatory institution and the Group’s
codes.
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PRODUCT RESPONSIBILITY

The Group’s core work is to ensure the safety and effectiveness of drugs.
Any quality problems will pose a life threat to patients. As a responsible
drug manufacturer, the Group promises to provide safe and effective drugs
and strictly comply with laws and regulations related to operations. The
Group’s production plants are constructed with reference to EU standards
in accordance with China’s GMP requirements, which are also one of the
first batches of GMP certified companies in China. The entire production
chain, including plant construction, raw material use, production process
control, packaging and labeling, is implemented in accordance with the
law and monitored by the China Food and Drug Administration. In order to
ensure the safety and effectiveness of drugs, the Group has established a
quality management system that clearly clarifies the requirements for the
use of each element and the quality inspection requirements for each
production process to ensure that products meeting the predetermined
quality standards. Suzhou Dawnrays Pharma has passed the ISO 9001
quality management system issued by a third-party verified institution. The
Group continues to improve its product quality and processes. The quality
assurance department regularly reviews the production and monitoring
process and makes suggestions for improvement. For any updates on
product quality or legislation, the Group arranges employee training to
ensure that its production and operation comply with the new regulations
and provides the correct information to customers.

Product safety

Drugs production needs to be carried out in a clean environment. There
are strictly requirements for the dress and hygiene of employees in our
Group’s production plants. The plants are regularly cleaned and
disinfected. Every employee is required to arrange for a physical
examination to ensure that the health condition is in line with the
production requirement. The Group establishes guidelines for its
employees. Employees need to report health problems or report initiatively
when they are ill, so as to avoid physical conditions posing a potential
safety risk to production. Drugs are subject to multiple tests before they
are made of raw materials, manufacturing processes and become finished
products. There are laboratories in the Group’s production place. In order
to further protect consumers, for those items that laboratories currently do
not have the appropriate testing conditions, they must be tested by
entrusting institutions or laboratories with appropriate qualifications in
accordance with the “Management Procedures for Entrusted Inspections”.
All of the Group’s products must pass relevant internal quality verifications
established under laws and regulations, and ensure that product quality
meets the registration requirements before approval and sales. No
products were recalled due to safety and health issues during the
Reporting Period.
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In order to prevent drugs with potential safety hazards from selling in the
market, the Group has established a drug recall management system so
that recalling can be carried out systematically. Recalling is led by
management and reported to regulators. Meanwhile, in order to ensure the
effectiveness of the system, relevant staffs conduct system evaluation and
simulation recalling regularly.

Customer service and complaint management

The Group attaches great importance to the opinions of its customers. In
order to improve service and product quality, customer service department
periodically contacts customers to understand their satisfaction to our
products and services. If customers are in any doubt about product quality
and services may contact the Group via written or other electronic
channels. The Group has formulated customer service standards and
complaint management mechanisms in order to ensure the quality of
service, maintain the good reputation of the Group and be responsible for
the health of the public. All complaints and feedback will be recorded in
detail so that follow-up actions will be conducted shortly and continuously
make improvement.

Protection of intellectual property and consumer privacy

The uniqueness of products’ production process and technology has
effects on the Group’s competitiveness and profitability. Therefore, the
relevant departments of the Group file a patent application for the
proprietary technology with commercial value developed by itself after the
necessary technical evaluation and market analysis. For the ownership of
patent rights or other intellectual property acquired by employees due to
fulfiling their duties or mainly utilizing various resources of the Group, the
Company has clear regulations to protect the interests of both parties. In
addition to the utilize patent to protect the intellectual property, the Group
also applied for trademark registration for its own brand, provided training
for its sales staff, and educated its customers to distinguish the Group’s
products.

Generally, the Group’s sales are mainly conducted in a business-to-
business model and do not sell drugs to consumers directly and possess
their own personal data. However, the Group is still properly engaged in
product marketing and promotion activities. The advertising materials and
content used during this period are subject to review to meet statutory
requirements.

During the Reporting Period, there was no case of non-compliance with
relevant laws and regulations that have a significant impact on the Group
related to health and safety, advertising, labelling and privacy matters
related to products provided.
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ANTI-CORRUPTION

Prevention of illegal and unethical behavior

The Group believes that conducting business with integrity and good
corporate governance is an important part of enhancing competitive
advantage. Since establishment, the Group operates with “integrity,
earnest, cooperative and enterprising” as core principle. Dawnrays has
zero tolerance on bribery, extortion, fraud and money-laundering. The
Group has established an audit committee in its governance structure, the
members of which consists of three independent non-executive directors
responsible for developing, reviewing and monitoring corporate
management policies and practices to ensure that the Group complies
with all relevant laws and regulations and establishes an effective internal
control system with constant optimization and improvement in
management. The whistleblowing channel is posted online and the
whistleblowing of suspected violations or fraudulent activity is encouraged.
Any illegal or unethical behavior will be referred to the judicial authorities. In
order to ensure that the Group operates with the highest ethical and
professional ethics, the code of conduct is set out in the employment
contract and the staff manual, and corresponding measures are formulated
for the occurrence of irregularities or unethical behavior. In order to prevent
conflicts of interest, the Group has identified procedures with relatively high
risk of conflict of interest, such as recruitment, bidding, etc., and
established regulations to minimize the impact of conflicts of interest.
During the Reporting Period, the Group complied with relevant laws and
regulations that is related to bribery, extortion, fraud and money laundering.
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COMMUNITY

COMMUNITY INVESTMENT

Charity Fund

&

HERE

The Group shoulders the corporate social responsibility and is committed rEEEAECELEEMT MOHERBANKRIE
to using the existing strengths and resources to give back to the RERBIETE - FREAREYAEEMET R

community and conveying the Group’s concern for the community where AE - 2EEZZ—(EMNREENLRR - AEBR =T
the Group is located, and participating in building a harmonious and livable —tF+ AR EAARKE 1,000 BT RGE
community. In December 2017, the Group established the Dawnrays LDES - ESHNFRE UERBEEET  RHEM4EN

Charity Fund with an amount of RMB10 million for the purpose of caring = B HASEAERE TAARREEAFBIR
staff and participate in social welfare. The fund provides assistance to the HEFRMIHE)  EUTZEAHBEK AR EMME -
employees of the Group who are in difficulties in their own or family life and

helps the needy communities in the following areas.

AREAS
HE

Staff
BT

Communities
Za

Medical

Eg BE
B

Poverty relief

*E

Disaster relief

DAWNRAYS CHARITY FUND

RmZLEE

ASSISTANCE PLANS
WikEt 8

Subsidize the children of our staff to receive higher education
EPETFREXSEHAE

Actively participate in community charity activities
v e Sl /N SV )

Provide scholarships to students major in pharmaceuticals and medical and cultivate
more outstanding medical professionals;

REYMRERERERSZe BEEZEABEIEL

Set up special fund for conducting research on prevention and treatment of major
diseases

RUE S REARERIAN MG EETIHZR

Donate to poor families in the society to educate their children
BYEME FERRE  BHMAORFEIHE

Donations in the event of major disasters in the country
FERINE S| E A K EF W IR AR 8D
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During the Reporting Period, the Group donated RMB57,000 to support
social welfare undertakings and appointed representative to participate in
the promotion of the activities of Charity Federation of Wuzhong District in
Suzhou (BRM T RFREEZRE).

Voluntary service

The Group established the Dawnrays volunteer service team in September
2017 which composed of all levels of staff in the Group with the total
members of 69 at the very beginning of establishment. The aforesaid team
enthusiastically organized and prepared activities since establishment. The
team organized activities twice in the fourth quarter of 2017. The Group
also encourages employees to actively participate in various public service
activities in the community. The employees of Dawnrays enthusiastically
participated in the following competitions and public service activities in
2017:

-

Nawnray
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2017 SUZHOU INTERNATIONAL HALF MARATHON

The Group has developed in Wuzhong District, Suzhou for over 20 years.
Suzhou Dawnrays Pharma has become a strategic partner of the
organizers in the 2017 Suzhou International Half Marathon. Dawnrays
employees actively participate in events and volunteer services to support

healthy sports activities.
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CHARITY WALK ACTIVITY OF “QIONGLONGSHAN — WALKING GE
SANG HUA”

To advocate healthy lifestyles and conduct public welfare fundraising
activity, the employees of Dawnrays participated in the charity walk activity
of “Qionglongshan — Walking Ge Sang Hua” jointly organized by local
charity groups. Our staffs also voluntarily raised funds to provide assistance

= ++

for the Ge Sang Hua Western Student Assistance Association (1& /& 750

BEENE).
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE
REPORTING GUIDE — REFERENCE

RiR - HEgRkERHEES — RE

Referring to the Reporting Guide, the relevant matters that are significant 2ERERS|  RAREMBHANEEBHBAEAR
to the Group as set out in the Report are summarized as follows: EEREWNT :

Subject Areas and Aspects of

the ESG Reporting Guide Relevant significant matters Page

BiE HERERRSESIZEBRANEE HEEREER B

A.  Environmental B35

A1.  Emissions Greenhouse gas and exhaust gas emissions, disposal of waste water 9
and waste management

Al HERW) RERBEREREN  BEKEREREEDER

A2. Use of Resources Purchase electricity and steam, use of water, use of packaging 11
materials

A2, BIRER BEEHRFEAR KEREA - 2EDEER

A3. The Environment and Natural Resources Environmental impact management 13

A3. RERRAREIR REZEER

B. Social +&

Employment and Labour Practices

ERREIER

B1. Employment Distribution of employees, employment policy, remuneration and equal 14
opportunity policy

B1. (Ef% BELLOIDM - BEBER - R TSRS IR

B2. Health and Safety Occupational health and safety 19

B2. REEEZZE BERERLZE

B3. Development and Training Employee training management and activities 20

B3. EEKIE EEEIER RS

B4. Labour Standards Prevention of child labour or forced labour 22

B4. # TR By Tekagss T

Operating Practices

EEEH

B5. Supply Chain Management Management for sustainable operations 23

B5. ftiEsEE IR AELEEER

B6. Product Responsibility Product safety, customer service and complaint management, 24
protection of intellectual property and consumer privacy

B6. EmEIME EmZd:  BEPREREHFERE  REMNABEEREBELE

B7. Anti-corruption Prevention of illegal and unethical behavior 26

B7. k&S W I8 S NBRIT R

Community

HE

B8. Community Investment Charity fund and voluntary service 27

B8. #HEIEE

BEES LERRY
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Units 3001-02, 30/F, CNT Tower, 338 Hennessy Road, Wanchai, Hong Kong
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www.dawnrays.com



