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Environmental, Social and Governance Report

R 4 ERERWRE

ABOUT THIS REPORT

Sanai Health Industry Group Company Limited (the “Company”), together
with its subsidiaries (the “Group”), is pleased to present this Environmental,
Social and Governance Report (the “Report”) to provide an overview of the
Group’s management of significant issues affecting the operation, including
environmental, social and governance issues.

PREPARATION BASIS AND SCOPE

This Report is prepared in accordance with Appendix 27 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) (the “Listing Rules”) — “Environmental, Social
and Governance Reporting Guide” and has complied with the “comply or
explain” provision in the Listing Rules.

This Report summarises the performance of the Group in respect of
corporate social responsibility, covering its business in three segments,
which are (1) pharmaceutical products business, (2) general trading
business including trading of electronic components, electric appliances,
and fitness equipment, and (3) finance lease business. With the aim to
optimise and improve the disclosure requirements in the Report, the Group
has taken the initiative to formulate policies, record relevant data as well as
implement and monitor measures. This Report shall be published both in
Chinese and English on the website of the Stock Exchange. Should there be
any discrepancy between the Chinese and the English versions, the English
version shall prevail.

REPORTING PERIOD

This Report demonstrates our sustainability initiatives during the reporting
period from 1 January 2018 to 31 December 2018.

CONTACT INFORMATION

The Group welcomes your feedback on this Report for our sustainability
initiatives. Please contact us by email at ir@1889hk.com.

INTRODUCTION

Sanai Health Industry Group Company Limited aims to be a vertically
integrated specialty pharmaceutical group focused on manufacturing,
marketing, and selling pharmaceutical products in the PRC. The Group
provides branded prescription, as well as over-the-counter Western
pharmaceuticals and modern Chinese medicine products, including modern
Chinese medicine injectibles. It offers products primarily in the therapeutic
areas of respiratory, cardiovascular, gastrointestinal, infectious diseases and
cancer.
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Sustainable development is an integral part of the Group’s business
strategy in order to achieve business excellence and enhance capabilities
for long-term competitiveness. The Group is committed to operating in
a manner that is economically, socially and environmentally sustainable
while balancing the interests of our various stakeholders and fostering a
positive impact on the society. The sustainability strategy of the Group is
based on the compliance with the applicable legal requirements, principle
of sustainability and opinions from stakeholders. The Group has established
and implemented various policies to manage and monitor the risks related
to the environment, employment, operating practices and community.
Details of the management approaches to sustainable development of
different areas are illustrated in this Report.

STAKEHOLDERS ENGAGEMENT

The Group acknowledges the importance of intelligence gained from the
stakeholders’ insights, inquires and continuous interest in the Group’s
business activities. Hence, the Group has established multiple effective
communication channels to a broad spectrum of stakeholders to enable
petter formulation of our business strategies in order to respond to their
concerns and expectations, strengthen our relationships and anticipate
potential risks.

Stakeholders
&
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Engagement channels
SERE

Government and
Regulatory Authorities

— Compliance with laws and regulations

— Proper tax payment

— Promotion of regional economic
development and employment
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— Low risk

— Return on investment

— Transparent disclosure of information

— Protection of interests and fair treatment of
shareholders

Shareholders and Investors
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Employees — Working environment
— Career development
— Health and safety
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— On-site inspections and checks
— Research and discussion through work

conferences, work reports preparation and
submission for approval

— Annual reports and other published

information on its website
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— Annual general meeting and other
shareholders’ meetings

— Annual reports, announcements and other
published information

— Newsletter

— Meeting with investors and analysts
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— Training, seminars, briefing sessions
— Cultural and sport activities

— Newsletters

— Intranet and emails
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Stakeholders Expectations Engagement channels
& 78 5 SHERE
Customers — Safe and high-quality products — Website, brochures, annual reports and other

— Stable relationship
— Information transparency
— Integrity and business ethics
— After-sales service
B —ZEREEM
— BB R
BRHERE
—BELAERBRE
—E R R

Suppliers/Business Partners ~ — Long-term partnership
— Honest cooperation
— Fair and open tendering process
— Information and resources sharing
— Risk reduction
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Peers/Industry associations — Experience sharing
— Cooperation
— Fair competition
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Public and communities — Community involvement
— Social responsibilities
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ENVIRONMENTAL ASPECTS

The Group is committed to continuously improving the environmental
sustainability of our business and ensuring that environmental consideration
remains one of the key focuses in fulfilling our obligations to both the
environment and community. To demonstrate its commitment to sustainable
development, the Group has established relevant emission reduction
and energy saving initiatives to manage the emission and maintain green
operations. In order to ensure that all environmental protection permissions
and approvals required by the regulatory authorities are in place, the Group
conducts reviews on its environmental protection measures regularly.

published information
— Email and customer service hotline
— Feedback forms
— Regular meetings
—Muh - EEM - FREEEMHEMER
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—EHEE

— Business meetings, supplier conferences,
phone calls, interviews

— Review and assessment

— Tendering process
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— Industry conference
— Site visit
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— Volunteering

— Charity and social investment
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During the reporting period, the Group complied with the relevant
environmental protection laws and regulations applicable to pharmaceutical
manufacturers in China, including Good Manufacturing Practice (“GMP”)
certification requirements and requirements governing the construction and
expansion of its manufacturing plants and facilities.

EMISSIONS

The Group acknowledges its responsibility to the environment and has
implemented various measures to mitigate the emission generated during
production process, which includes exhaust fumes, solid waste, sewage
and noise. The Group has adopted a policy of “Environmental Protection
Management Procedure” to regulate and monitor the emission during
production process.

During the reporting period, the Group was in strict compliance with the
Law of the PRC on Environmental Protection, the Law of the PRC on
Evaluation of Environmental Effects, the Law of the PRC on the Prevention
and Control of Atmospheric Pollution, the Law of the PRC on Prevention
and Control of Water Pollution and the Law of the PRC on Prevention and
Control of Environmental Noise Pollution and other applicable laws and
regulations related to environmental protection in the PRC. The Group
was not aware of any material non-compliance with the relevant laws and
regulations that had significant impact on the Group and are related to air
and greenhouse gas emissions, discharges into water and land, generation
of hazardous and non-hazardous waste during the reporting period.

Air Pollutants Emission

The air pollutants emitted by the Group mainly come from exhaust fumes
generated during the manufacturing process and turbines operation, and by
vehicles. It is crucial to implement emission control measures to reduce the
environmental impacts and protect the health of employees. Before being
discharged into the air, the exhaust fumes are treated to reduce the dust
content to a level which can meet the relevant national standards.

In addition, the Group has consistently adopted new technology and
manufacturing processes to eliminate the air pollutants emission from
the Group’s operation. The use of toluene, an explosive and combustible
chemical, is prohibited in manufacturing N(2)-Alanyl-L-Glutamine to
mitigate the potential environmental impacts caused by explosion or fire.
The ammonia generated during the manufacturing process of N(2)-Alanyl-
L-Glutamine is recycled to reduce the amount of exhaust fumes. The Group
has also improved its purification technology and reduced the use of ethyl
alcohol in processing modern Chinese medicine raw materials. The Group
continues to carry out research and development to further improve its
purification technology so as to reduce the use of ethyl alcohol and other
solvents with the aim to reduce the amount of exhaust fumes discharged to
the environment.
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During the reporting period, the air pollutants emission was as follows:

RBEMRE ZRISEMBERAT :

Type of air pollutants Unit Amount ZRSRYER By Bz
Nitrogen oxides (NOy) kg 43.01 REHIINOY T 43.01
Sulphur dioxide (SO2) kg 0.16 ZEbHR(SOy) T 0.16
Particulate matter (PM) kg 517 FERLY)E (PM) T 517

Greenhouse Gas (“GHG”) Emission

Greenhouse gas is considered as one of the major contributors to the
climate change and global warming. During the Group’s operation,
electricity consumption accounts for a major part of our GHG emission. The
Group places great emphasis on improving energy efficiency and reducing
energy consumption to minimise the impacts on the environment. The
Group has adopted energy saving initiatives that will be further elaborated in
the section “Use of Resources” of this Report.

During the reporting period, the GHG emission was as follows:

BERE (DRZRME)) i
AERABERARABRE R HEELE
REZ — RARENEET REERAE
TR T B - AEEIREBRUEL
HRAERFARE AL EROTE - A%
EIE SRMETBL s - AR [ R | —
B — S E -

Type of GHG emission Unit Amount mERBHEMEL By B2
Scope 1! tonnes of COz-e 4.01 #E1" I CO2-e 4.01
Scope 22 tonnes of CO2-e 486.52 &3 [E22 8 CO2-e 486.52
Total GHG Emission tonnes of COz-e 490.53 MERBHMAE MCOre 490.53
GHG Intensity tonnes of COz-e/employee® 2.13 BREREEE MECO:-e (B B8 2.13

Hazardous and Non-hazardous Wastes

The Group’s operational activities do not generate any hazardous
waste. The non-hazardous wastes of the Group are generated during
manufacturing process and office operation. The non-hazardous wastes
generated during manufacturing process include scrap materials resulting
from processing of Chinese medicine raw materials, scrap packaging
materials, glass and other solid wastes. The non-hazardous wastes
generated during manufacturing process are classified and recycled. The
scrap materials are recycled by manufacturer as fertilizer for agricultural
use. The scrap packaging materials are recycled as raw materials by
paper manufacturers. The glass and other solid wastes are recycled by
manufacturers of construction materials.

J Scope 1: Direct emission from sources that are owned or controlled by the Group.

Z Scope 2: Indirect emissions from the generation of purchased electricity consumed
by the Group.
4 The intensity refers to tonnes of carbon dioxide equivalent (CO2-e) per the total

number of employees at the end of the reporting period.
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In addition to non-hazardous waste generated from manufacturing process,
non-hazardous waste such as paper, is generated during office operation.
The Group strives to reduce the amount of paper waste and strengthen
the environmental awareness of employees by introducing paper-saving
initiatives as follows:

- Recycling boxes are available near the photocopiers for collection of
single-sided paper for reuse and double-sided paper for recycling.
- Default double-side printing are set on printers.

- Employees are encouraged to reuse stationery such as used
envelopes.

= Communication by electronic means such as emails, is promoted.

During the reporting period, the non-hazardous waste generated by the
Group was as follows:

R HERERWRE

BELEBRTELNBEEEEDIN RAEE
ENGELEIERY (WHARK) AEEL
TR BB 8 FOE B S| AT BN KRR i
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Type of waste Unit Amount REEYER B HE
Non-hazardous waste tonnes 2.65 mEREZEY g 2.65
Non-hazardous waste intensity tonnes/employee* 0.012 BEEZEYERE  WE 0.012
Wastewater BEK

The wastewater generated during the production process is treated by the
Group’s own wastewater treatment facilities using anaerobic/oxic (A/O)
process and dissolved air flotation technology. The wastewater is processed
in a centralized system and treated to the extent that it is discoloured and
contains no sediment. For wastewater generated from turbines operation, it
is treated to remove sediment and to reach an appropriate pH level before
discharge.

Noise

Noise is mainly generated from the operation of turbines, heating,
ventilation and air conditioning systems, and air compressors. The Group
strives to reduce the generation of noise and impacts on the surrounding
by implementing isolation and noise reduction measures to ensure it is
maintained at a level permitted by law.

USE OF RESOURCES

The major resources used by the Group are electricity, petrol, water and
packaging materials. The Group has adopted a policy of “Energy Resources
Control Procedure” and aims to promote resource saving by implementing
energy and water efficiency initiatives and motivating our employees to
participate in resource conservation activities. The Group has appointed the
Corporate Cost Control Management Working Group to prevent wastage of
resources and reduce production cost.

% The intensity refers to tonnes of non-hazardous waste per the total number of
employees at the end of the reporting period.
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Energy consumption

The use of electricity and fuels account for energy consumption. In view of
the scarcity of resources, we have advocated various energy conservation
strategies as follows:

The temperature of air-conditioning is maintained at around 25
degrees Celsius.

= The computers and lightings are turned off before leaving the office.

- Regular cleaning is conducted for heat exchange system to increase
its efficiency.

- Energy efficiency is taken into consideration when procuring
machineries.

During the reporting period, the energy consumption was as follows:

AR
FEFBLRIEE A E N RIEH - ERBEIRMER -
HMEREZEEERIT

-  ZERAEHFENRKSE-

—  HEEARAEAERAEKLER-

- TEHBRBMEGNESH -

- HERBEREEEER-

REREHRE RN T

Type of energy Unit Amount Be R 58 5l B e
Purchased electricity MWh 561.32 BEE JK LB 561.32
Petrol MWh 18.56 i IR 18.56
Total energy consumption ~ MWh 579.88 HEEAE Ik FL B 579.88
Energy intensity MWh/employee® 2.52 BEREE KEH, BB 2.52

Water consumption

Water is another important resource used by the Group during its operation.
The Group endeavours to conserve water effectively by promoting water
saving and recycling in its operation. Water-saving fixtures are installed
in sinks and lavatories to reduce the amount of water consumption.
The wastewater generated during our production process is recycled
and reused in the manufacturing process so as to reduce the water
consumption. The amount of water consumption is recorded regularly for
the Group to monitor the water consumption level and better formulate
water-saving measures.

During the reporting period, the water consumption was as follows:

FEXKE

KEBAEEKEPFEANS —BEXEEAR-
REEFBIEHLEREKRERER B
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B RO EKE - AEBIEREENEKE
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R E HR - FKEWT

Water Consumption Unit Amount FEXKE B HE

Total m? 34,736.60 et SR 34,736.60

Intensity m3/employee® 151.03 e MK/ EES 151.03

5 The intensity refers to MWh per the total number of employees at the end of the ® BEEKEFHBRAREARESB/AR -
reporting period.

6 The intensity refers to m3 per the total number of employees at the end of the @ BRERM A RBBRAREARESBRARK -

reporting period.
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Packaging Materials and Other Resources

Packaging materials are used to prevent contamination of medicines by the
surrounding environment. The major packaging materials used by the Group
are paper and plastic, and their consumption was as follows:

R HERERWRE

BEMBREMER

BEM BB R B EBRIES L AE
EFEANEERRMEAMEREEE  BEH
SHEEWT

Type of packaging material  Unit Amount BEMRER By E
Paper tonnes 92.80 #aR 72 92.80
Plastic tonnes 43.50 Eap e U7 43.50

THE ENVIRONMENT AND NATURAL RESOURCES

Pursuant to the Law on Environmental Impact Studies of the PRC,
manufacturers are required to prepare environmental impact study report
setting forth potential environmental impacts and determine the prevention
and remedial measures to be adopted for the proposed construction
projects. The Group conducts environmental impact study and strictly
monitors the construction projects in accordance with environmental impact
study report. To further mitigate the environmental impacts of the Group’s
operation, the Group consistently utilizes modern equipment, technologies
and measures which have lower impacts on the environment. The Group
also monitors and manages its compliance of laws and regulations in
respect of environmental protection.

The Group integrates environmental responsibility in designing, repairing and
maintaining existing and planned environmental protection equipment and
facilities. During the research and development stage of new products, the
design of the facilities required to manufacture the products is taken into
consideration to mitigate its environmental impacts. Prior to the selection
of new products for production, the Group evaluates the environmental
impacts posed by the manufacturing of the new drug and selects the
products with less environmental impacts during manufacturing process.
The Group engages professionals to undertake the implementation of the
project and provide repair services for environmental protection equipment
and facilities. The equipment and facilities after repairing are subject to
examination by local environmental protection authorities. The Group also
appoints relevant personnel dedicated to maintenance of environmental
protection equipment and facilities.

SOCIAL ASPECTS
EMPLOYMENT AND LABOUR PRACTICES
EMPLOYMENT

The Group believes employees are valuable assets and the foundation
for success and development of the Group. The Group aims to attract
and retain talents, maintain a safe and equal working environment for our
employees, provide development opportunities and promote employee
health and well-being. The commitment is incorporated into the Group’s
staff handbook. The staff handbook covers the Group’s standards in
respect of compensation and dismissal, recruitment and promotion, working
hours, rest periods and other benefits and welfare.
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The Group strives to create a fair and inclusive workplace where all its
employees are treated with dignity and respect. The Group provides equal
opportunity in all aspects of employment and prohibits discrimination
or harassment against any individual on their gender, age, nationality,
marital status, disability, race, colour, religion and any other characteristics
protected by applicable law.

Remuneration and benefits are important to attract, retain and motivate
talents in achieving key goals of the Group. The Group provides competitive
remuneration, rewards program including share option scheme, retirement
and medical benefits for our employees. Employees are provided with social
endowment insurance, unemployment insurance, work injury insurance,
maternity insurance, medical insurance and housing provident fund.
Employees are also entitled to various benefits including marriage leave,
compassionate leave, maternal leave as well as statutory holidays.

The Group was in strict compliance with the Labour Law of the PRC, the
Labour Contract Law of the PRC and other applicable laws and regulations
in the PRC. During the reporting period, the Group was not aware of any
non-compliance with those applicable laws and regulations.

As at 31 December 2018, the PRC employees compositions (in terms of
the numbers of employees) by gender, employee category, age group and
geographical region were as follows:

Total number of employee at 31 December 2018 230
By Gender

Male 102
Female 128

By Employee Category

Senior Management 3
Middle Management 23
General 204

By Geographical Region
China 230

By Age Group

Aged 30 or below 27
Aged 31-40 59
Aged 41-50 108
Aged 51 or above 36
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The turnover rates of PRC employees by gender and age group during the
reporting period were as follows:

R HERERWRE

RSB - =R R F AR E D h ElE
BRmAEMT

Employment Unit Turnover rate &% B k2R
By gender’ ZERIE D7

- Male % 21.5 -5 % 21.5
- Female % 18.3 — % 18.3
By age group?® REBRHERE DS

- 30 or below % 44.3 —30B% AT % 443
-31-40 % 19.7 —31240 5% % 19.7
-41-50 % 13.2 —41%50 BR % 13.2
- 51 or above % 10.2 =515 A £ % 10.2
Overall® % 19.5 R R Ak % 19.5
HEALTH AND SAFETY REHRZE

The Group places the highest security on securing the health and safety
of its employees. The Group has set up a Safety Production Committee
to monitor and manage matters related to occupational health and safety
and ensure strict compliance with relevant laws and regulations in the PRC,
including the Law of the PRC on Work Safety and the Law of the PRC on
the Prevention and Control of Occupational Disease.

Safety training is crucial to enhance employees’ safety awareness in order
to mitigate the risk of work-related injury. The Group has adopted a policy
of “Safety Production Management Procedures” to ensure production
safety. The Group conducts safety education training on a regular basis
and actively participates in safety education activities held by the local
government. Employees are required to pass the safety education
assessment before operating assigned equipment. In addition to production
safety, the Group places great emphasis on fire safety. The Group organises
fire drills every half year to ensure that employees are prepared to respond
in the event of emergency. The Group also invites fire department personnel
from time to time to carry out professional safety trainings for employees,
including trainings on safety knowledge and practical drill operations.

In addition, the Group has adopted the “Employee Health and Management
Procedure” to establish employees’ health standard management.
Employees who have direct contact with the products are required to
conduct medical check at least once a year. The Group also provides
medical insurance coverage for employees.

During the reporting period, there was no work-related fatal injury or
accident with the above policies and measures implemented. The Group
was not aware of any non-compliance with the relevant laws and regulations
in the PRC during the reporting period.

g Turnover rate refers to total number of PRC employee turnover of the gender group
per total number of PRC employees of the corresponding gender group at the end of
the reporting period.

@ Turnover rate refers to total number of PRC employee turnover of the age group per
total number of PRC employees of the corresponding age group at the end of the
reporting period.

P Turnover rate refers to total number of PRC employee turnover during the reporting
period per total number of PRC employees at the end of the reporting period.
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R 4 ERERWRE

DEVELOPMENT AND TRAINING

The Group believes the knowledge, skills and capabilities of its employees
are vital to the Group’s continued business growth and success. In view
of that, the Group adopts a policy of “Employee Training Management
Procedure” and offers various training programs for employees to enhance
their requisite knowledge and skills in discharging their duties. The training
programs offered can be divided into four main categories as follows.

1. New employees’ trainings
Newly joined employees are required to participate in three levels of
training, including company, production and team. The trainings cover
the basic company profile, equipment operation and maintenance
procedures, safety production management regulations, etc.

2. On-the-job trainings
The trainings are provided for existing employees which covers
operational skills training and medicine-related theoretical knowledge
such as microbial knowledge and Chinese medicines knowledge.

3. Trainings for internal transfers
The trainings are provided for employees who are internally
transferred to other job positions. The trainings include the operation
procedures of new positions.

4. Trainings for specific positions
Employees who handle special types of work are required to go
through professional trainings and obtain work permits before
carrying out their duties. Examples of specific positions include boiler
workers, electricians, welders and financial accountants.

The training programs offered include internal and external training. For
internal training, the Group invites external experts and internal technicians
to conduct the trainings. For external trainings, the Group encourages
employees to participate in site visits, seminars and workshops organised
by external organisations.

During the reporting period, the percentage of PRC employees trained and
the average training hours completed per PRC employee by gender and
employment category were as follows:

Percentage of PRC

B R

AEERR BB AL RENHAE
MBEXBERRKNEZHEZ - FEN
It AEEERS [MEEHINEREF] BERRK
RBTRUSBIBIGE - MR REETR
BT e I8 S R BE - PR a0 5 35t 1T
DR E X 2R -

1. HESHE
MABOREERET=ESI BER
ACAEREK-BIRNTRERRE
AER RERERGERF 24
EREEMRHE-

2. EREI
ZEEIRMRBES R RERIE
TR AE IR N B8 BEAR R IE i AN (D) AR B AR
YIRS P B AN -

3. PEEEE
BRI Po BB 58 e E L R
B R4t 3| A R IR A AR <

4.  FEEBAUEI
BEFRTFNEENRRRENTIE
ZBIZEEITHEENIFIILERE TIERF A
FoRREULND FREREIAE
T RBIREBEFAR-

FrER e IR It 3 2 AR Ep RSN ERIE Il - BE A
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BRI

Training Unit employees trained EIN By HEEEBSL
By gender® R BIEI D10

- Male % 100.0 — B % 100.0
- Female % 100.0 — Lt % 100.0
By employment category' RIEMBERZ S

— Senior management % 100.0 —RREEE % 100.0
- Middle management % 100.0 —HEEEAE % 100.0
— General % 100.0 ——KRET % 100.0
10 Percentage of PRC employees trained refers to total number of trained employee i B2 FIE T EEE B D g R BIAR B B B

of the gender group in the PRC per the total number of PRC employees of the
corresponding gender group at the end of the reporting period.

L Percentage of PRC employees trained refers to total number of trained employee of
the corresponding employment category in the PRC per the total number of PRC
employees of the corresponding employment category at the end of the reporting
period.
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R HERERWRE

Training hours Unit Average training hours 3 31 B B By 19 3% 5| 055 21
By gender RS

- Male hours/employee 18.0 — 5B BEEE 18.0
— Female hours/employee 17.5 — % BEEE 17.5
By employment category RIEFEERE S

— Senior management hours/employee 25.0 —RREEE B2 ES 25.0
— Middle management hours/employee 16.0 ~-FEEBEAE B ES 16.0
- General hours/employee 17.5 ——H%8T IS 17.5
LABOUR STANDARDS 2 T AR

The Group fully complies with the Labour Contract Law of the PRC and
strictly emphasises on the prohibition of engaging child labour and forced
labour. The Group has formulated the “Corporate Responsibility Policy”
on managing the prohibition of child labour. As prevention for child labour,
candidates are required to present their identity cards for age verification
during recruitment process. If there is any case related to child labour and
forced labour, the Group will investigate the incident and report to local
labour authorities.

During the reporting period, the Company was not aware of any
noncompliance with the relevant laws and regulations related to recruitment
of child labour or forced labour practices.

OPERATING PRACTICES
SUPPLY CHAIN MANAGEMENT

The Group strives to deepen the collaborative relationship with suppliers
and create competitive advantages in the value chain. The Group has
implemented a policy of “Supplier Management Procedures” to monitor the
quality of suppliers and ensure stable supply of materials and goods. When
selecting suppliers, the Group takes into consideration of various criteria,
including their tracks records, reputation, experience and financial strength.
In addition, the Group has set up a Supplier Quality Audit and Evaluation
Team to conduct regular written audits and on-site audits for suppliers. The
audits cover different aspects, including suppliers’ qualification, production
facilities, production process and management and quality control system
to ensure the suppliers comply with the Group’s standards. Following the
audit process, if there is any area of non-compliance identifi ed, the relevant
supplier is required to propose corrective actions in order to eliminate the
identified deficiencies.

The Group also works closely with sales agents and distributors in selling
pharmaceutical products to hospitals, clinics and drug stores. They are
required to comply with the relevant laws and regulations and the Group’s
marketing policies. In order to ensure high quality sales services are
delivered, the Group provides training for the frontline salespersons to
strengthen their knowledges and skills.
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R 4 ERERWRE

PRODUCT RESPONSIBILITY

The Group regards product quality as a key competitive advantage of
its business and makes every effort to improve the product quality while
strengthening communications with customers. The Group maintains
a high-quality standard for operation of manufacturing equipment and
manufacturing process of pharmaceutical products in accordance
with the “Administrative Measures Governing the Production Quality of
Pharmaceutical Products” promulgated by the government. “3A (= &)”
brand has been granted Fujian Famous Trademark by the Trademark
Bureau of Administration for Industry and Commerce in Fujian Province in
recognition of the quality of the Group’s products and services.

The Group is in strict compliance with the Product Quality Law of the PRC,
the Trademark Law of the PRC, the Law of the PRC on the Protection of
Consumer Rights and Interests and other applicable laws and regulations in
the PRC. During the reporting period, the Group did not identify any case of
material sales returns or experience any product liability or other legal claims
due to problems with the quality of products.

Quality Control Management

The Group strives to achieve the highest possible standard with all the
products or services provided to customers by adopting stringent GMP
quality control procedures. In order to ensure strict product quality
control, the Group has also enacted the “Quality Assurance Management
Procedure” and the “Quality Control Management Procedure” to set out
the Group’s standard in monitoring and managing the product quality
throughout the production process. The quality control measures cover all
aspects of the operation, from the design of the manufacturing plants and
equipment to the production of the finished products, to ensure the product
and service qualities comply with GMP standards.

In selecting quality control personnel, the Group assesses their professional
qualifications and experience. All of the quality control personnel are
qualified and experienced in quality control of pharmaceutical industry.
The Group also provides internal trainings for quality control personnel to
enhance their legal knowledge in the pharmaceutical industry.

Complaints Handling

The Group endeavours to provide the best services to enhance customer
satisfaction. In order to continuously improve customer service, the Group
has formulated the “Product Complaint Management Procedure” to
establish a complaint management system in dealing with complaints. The
Group has also established a Complaint Handling Committee to ensure all
complaints are handled promptly and effectively to ensure and maintain
customer satisfaction. The time frame for handling complaints is established
based on the different market regions, severity levels of complaints and
impacts on customers. During the reporting period, the Group did not
receive any case of compliant.
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Intellectual Property Protection

The Group is dedicated to protecting and enforcing its intellectual property
rights which are crucial to sustainable business growth. The Group has
formulated relevant confidentiality management system, which stipulates
that employees should keep confi dential of product processing procedure
and product registration information.

In addition, the Group has always sought legal protection for products and
proprietary information by a combination of patents, trademarks, trade
secrets, contractual arrangement and other legal protection available under
the laws in the PRC, including state protection for Chinese medicine.

Customer Data Protection and Privacy

The Group has always attached great importance to safeguard and protect
consumer rights and personal data. The Group has implemented a policy
of “Document Protection Management Procedure” to prevent loss of
confidential information. The documentations are classified into different
categories based on their confidentiality and can only be accessed by
authorised persons. The demand for confidential data is subject to approval
and both the sender and the receiver are required to sign and confirm.
Before destruction of the confidential documents, relevant personnel are
required to obtain approval.

ANTI-CORRUPTION

The Group is committed to upholding high standards of business ethics and
integrity. The Group strictly abides by the Anti-Unfair Competition Law of the
PRC, the Criminal Law of the PRC and other relevant laws and regulations
in the PRC. With the implementation of the “Anti-bribery System”, the Group
conveys its firm stance against corruption and fraud to its employees. The
Group incorporates applicable provisions related to anti-corruption in its
contracts with third party suppliers and requires suppliers to fully comply
with the requirements as defined. In order to strengthen corporate incorrupt
construction, the Group has established an anti-corruption working group to
monitor the sales process and prevent any case of corruption.

During the reporting period, no legal case concerned with corrupt practices
was brought against the Group.

COMMUNITY
COMMUNITY INVESTMENT

As a socially responsible enterprise, the Group is constantly aware of the
needs of community. The Group has adopted the “Corporate Responsibility
Policy” and actively participated in local community activities. The Group
encourages its employees to dedicate their time and skills to supporting
local communities and encourages its business partners to implement
and improve corporate social responsibility policies. The Group strives to
develop long-term relationship with our stakeholders and bring a positive
impact on community development.
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RE HEREAR

BE

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORTING INDEX

RIE-HERER

Subject areas, aspects, general disclosures and Key Performance

Indicators (KPls) Sections Pages

TESHE EH —RIFEREREREZ = /N

A. Environmental

A RiE

A1: Emissions

1Ry

General Disclosure “Emissions” 5

—R BT [HEp ]

KPI'A1.1 The types of emissions and respective “Emissions — Air Pollutants Emission” 5
emissions data

B B2 48 IR 1R A BE R & KR S AR R B R B (B — 22 05 R BERU

KPI A1.2 Greenhouse gas emissions in total and, “Emissions — Greenhouse Gas Emission” 6
where appropriate, intensity

BB BB IRAA .2 RERBEHKNER (MER)FE [HER — R = RBEHE

KPI'A1.3 Total hazardous waste produced and, Not applicable to the Group’s business. -
where appropriate, intensity

RS2 B 1RA1.3 FTEABEREEYEER (MER)EE THARAEBEHER-

KPI A1.4 Total non-hazardous waste produced “Emissions — Hazardous and Non-hazardous 6
and, where appropriate, intensity Wastes”

BB 4B B IR A 4 FELREEEDRSER (MERBE Y- BEREZEEY]

KPI'A1.5 Description of measures to mitigate “Emissions — Air Pollutants Emission”, 5-6
emissions and results achieved “Emissions — Greenhouse Gas Emission”

BA 52 4B B 1RA1.5 R BE L2 0 1 e e PTG AR SR A [HER —Z=sm5 R BER

[HE — R =R BB
KPI A1.6 Description of how hazardous and non-  “Emissions — Hazardous and Non-hazardous 6

B AERIEIRAL16

hazardous wastes are handled, reduction
initiatives and results achieved
RIBEEREEEZEMN L RIEESE
= e K P 15 AR A HE

(B -—BEREEERY

Sanai Health Industry Group Company Limited e Environmental, Social and Governance Report 2018



Environmental, Social and Governance Report

Subject areas, aspects, general disclosures and Key Performance

Indicators (KPls)

THHE EH —REERBERERES

RE HEREAR

Sections
=4

A2: Use of Resources

A2 BREA
General Disclosure
—REEE

KPI A2.1

8 S 4B B 1EA2.1
KPI A2.2

R BB IR A2.2
KPI A2.3

A A IR 1R A2.3

KPI A2.4

B B R 1R A2 4

KPI A2.5

B2 B AR 1R A2 5

Direct and/or indirect energy
consumption by type in total and intensity
REE S ERE R SERERERE
EREE

Water consumption in total and intensity

BREKERTE

Description of energy use efficiency
initiatives and results achieved
BEIR{E A R 5T &I R P15 AR 69 H

Description of whether there is any issue
in sourcing water that is fit for purpose,
water efficiency initiatives and results
achieved

SRERE KR R A A RE - DA R R T
FA7K &R 51 & B P A5 B SR 0 i 3t

Total packaging material used for
finished products and, if applicable, with
reference to per unit produced

R mAREMNEE R (ER)
BHEESEMIEE

A3: The Environment and Natural Resources

A3 IREBRXRER
General Disclosure
—RRE R

KPI A3.1

A 2 A8 1R AS A

Description of the significant impacts of
activities on the environment and natural
resources and the actions taken to
manage them
%%E@ﬂha&%%§EMEﬁ%”
RERREBRGMAZENITERNHE MR

CERREXEEERAT « - \FFERR HERERRS

“Use of Resources”

[BIRER ]

“Use of Resources — Energy Consumption”
[ERER—FERER]

“Use of Resources — Water Consumption”
[BIRER—FKE]

“Use of Resources — Energy Consumption”

[EREM AR

“Use of Resources — Water Consumption”

[BIRE A —FEKE]

“Use of Resources — Packaging Materials
and Other Resources”

[ERER-BEMHEEMER]

“The Environment and Natural Resources”
[RIBERRAEIR]

“The Environment and Natural Resources”

[RERRARER]
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RE- HERERHRS

Subject areas, aspects, general disclosures and Key Performance

Indicators (KPls) Sections Pages

THESE - EH  —REERERERER = HX

B. Social

B. &g

Employment and Labour Practices

EBREEREZEIER

B1: Employment

B1:{Ef&

General Disclosure “Employment” 9

—RREE [EfE ]

KPI B1.1 Total workforce by gender, employment “Employment” 9
type, age group and geographical region

A B2 48 B 1EB A RUR - EERE  FheAR RiRE S [ERF]
B iE B X

KPI B1.2 Employee turnover rate by gender, age “Employment” 9
group and geographical region

RS R B TEB.2 RIS FiRER MBI HDNEERE [ER]

B2: Health and safety

B2 REEZE

General Disclosure “Health and Safety” 11

—MREE
KPI B2.1
B A EZB2.1
KPI B2.2
RSB WIEIEB2.2

KPI B2.3

A A8 17 B2.3

Number and rate of work-related fatalities

ETEREMET AKX
Lost days due to work injury
EIGEEAIERH

Description of occupational health and
safety measures adopted, how they are
implemented and monitored

FTERA A B R FR 22 2 4 e DA S AE R
AT RE R AR AL

[fEEREZ 2 |
No case of work-related fatality was noted.

RERTIEREMIL TR

No case of lost days due to work injury was
noted.

AERITEMBRIROZRD -

“Health and Safety”

[MEmeEi s
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RE- HERERRS

Subject areas, aspects, general disclosures and Key Performance

Indicators (KPls) Sections Pages
TESE - EH  —REERERERER 50 HX
B3: Development and Training
B3 : &R KIEI
General Disclosure “Development and Training” 12
—RRIRER [E R K5I
KPI B3.1 The percentage of employee trained by “Development and Training” 12
gender and employee category
A 2 48 BB 1EB3.A1 RUFIREEERESOZIEEES [ERKSEI]
tt
KPI B3.2 The average training hours completed “Development and Training” 12
per employee by gender and employee
category
BB 4B B 1EB3.2 RUEFREEERE D BRESTKE [ERKSEI]
31 1985 25
B4: Labour Standards
B4 : 85 T#4|
General Disclosure “Labour Standards” 13
—RHE [4 T2 |
KPI B4.1 Description of measures to review “Labour Standards” 13
employment practices to avoid child and
forced labour
A 52 4 BB 1EB4A WA BB EEARRE T RoREl [T
Tt
KPI B4.2 Description of steps taken to eliminate “Labour Standards” 13
such practices when discovered
R BEAR B 1RBA.2 FEERERBERSBERABIE MK [5T48]
B 25 5 B 4 it
Operating Practices
EEEN
B5: Supply Chain Management
B5 : fitfEHEE
General Disclosure “Supply Chain Management” 13

— MR

KPI B5.1 Number of suppliers by geographical
region

B 5248 HE1RB5.1 1z i1 & 5 H) e 7 A &K

KPI B5.2 Description of practices relating
to engaging suppliers, number of
suppliers where the practices are being
implemented, how they are implemented
and monitored

B B4R IE1RB5.2 BRAERAHERNED  mERTHRE
PlrHEmEE BRABHIMNRTRER
T3 VA B H

[fREsE e
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RE- HERERHRS

Subject areas, aspects, general disclosures and Key Performance

Indicators (KPls) Sections Pages
THESE - EH  —REERERERER ZH HX
B6: Product Responsibility
B6 : Em&EIE
General Disclosure “Product Responsibility” 14
—R BT [EmEE]
KPI B6.1 Percentage of total products sold or No case of products sold or shipped -
shipped subject to recalls for safety and  subject to recalls for safety and health
health reasons reasons was noted.
B B2 4R IE12B6.1 EEXCEXERAERTRLERER VWEZRREEIDLBEERRATERER
BHmARKN A S [REAM A BRG] -
KPI B6.2 Number of products and service related No case of products and service related -
complaints received and how they are complaint was received.
dealt with
B B4R IE12B6.2 BEEANRERRBRBORFHEURE WAREEERKIRBHBIZFHZED -
ok
KPI B6.3 Description and practices relating to “Product Responsibility — Intellectual 15
observing and protecting intellectual Property Protection”
property rights
B 524 IE132B6.3 HEERRENBEREBANBEINE [ERiEE-—ANRERRE]
puis
KPI B6.4 Description of quality assurance process  “Product Responsibility — Quality Control 14
and recall procedures Management”
BB 4E IR 12 B6.4 8 UE B2 M dn B AR Fr 9 [EmBEE-—EEEHERE]
KPI B6.5 Description of consumer data protection  “Product Responsibility — Customer Data 15
and privacy policies, how they are Protection and Privacy”
implemented and monitored
B 248 IE 1R B6.5 HBEEMRERLEBER ARERH [EaiE-FFRERRERILE]
T RERF AR
B7: Anti-corruption
B7 :RES
General Disclosure “Anit-corruption” 15
—RBE REF]
KPI B7.1 Number of concluded legal cases No concluded legal case regarding corrupt -

78 S 4B B 1EBT A

KERB7S2

B AR IRBT .2

regarding corrupt practices brought
against the issuer or its employees during
the reporting period and the outcomes of
the case
RBEPHAAFTASIHESRELE
EEMNBETHARMTNEE RFABR

Description of preventive measures and
whistle-blowing procedures, how they are
implemented and monitored

By &045 hE SR BRRAZ 7 - LA R AR RABN AT R BE
R AR R

practices was noted.
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Subject areas, aspects, general disclosures and Key Performance
Indicators (KPls)
TESE - EH  —REERERERER

Sections
=4

Pages
BIR

Community

HE

B8: Community Investment

B8 it EBIRE

General Disclosure

—RRIR R

KPI B8.1 Focus areas of contribution (e.g.
education, environmental concerns,
labour needs, health, culture, sport)

A 52 48 BB B8 HIEREE (WHE BEHE ST
BRER-X{t-8BF)

KPI B8.2 Resources contributed (e.g. money or
time) to the focus area
RSB RIE1RB8.2 EFIBEMBAER (NS ERFRE)

“Community Investment”

[ttE&HE]

15
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