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About This Report

This report is the Environmental, Social and Governance Report for the year 2019 (this “Report”)
published by Tong Ren Tang Technologies Co. Ltd. (the “Company”) and its subsidiaries (together,
the "Group”). The board of directors of the Company (the “Board”) and its individual members
affirm that this Report contains no false or misleading statements or material omissions and that
they are jointly and severally responsible for the truthfulness, accuracy, and completeness of its
contents.

The Board believes that sound environment, society and governance (“ESG") structure is vital for the
development of the Group. In addition to the business growth, the Group has been pursuing excellence in
environmental protection, social responsibility, corporate governance and other areas. Meanwhile, the Group
also expects to enhance its transparency of operation to achieve and uplift the sense of social responsibility.
With reference to its own experience, the Group primarily adopts the principles and basis of Environmental,
Social and Governance Reporting Guide set out in Appendix 27 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”) (the “Listing Rules”) as
its standards, with an aim to establish a sound ESG structure. This report has complied with the “Comply or
explain” provisions set out in the Environmental, Social and Governance Reporting Guide.

This Report sets out the Group’s (for the purposes of this Report, unless otherwise indicated, it does not
include a subsidiary of the Company, namely Beijing Tong Ren Tang Chinese Medicine Company Limited
("Tong Ren Tang Chinese Medicine"”), and its subsidiaries (hereinafter collectively referred to as “Tong Ren
Tang Chinese Medicine Group ")) policies and practices in four aspects, namely working environment,
operational management, public welfare and environmental protection for the period from 1 January 2019 to
31 December 2019 (the “Reporting Period”). This Report is designed to allow shareholders, investors and
the public to have a more comprehensive and profound understanding of the Group’s corporate governance
and culture.

This Report is prepared and published in traditional Chinese and English. In the event of discrepancy between
each version, the traditional Chinese version shall prevail. This Report is printed on environmental-friendly
paper to minimize impacts on the environment and advocate the Group’s environmental principles.

Deloitte Touche Tohmatsu Certified Public Accountants LLP, an independent assurance organization, has
provided independent assurance services for this Report and issued an independent assurance report.

This Report is available in both paper and electronic formats. The electronic format can be viewed and
downloaded on the website of the Hong Kong Stock Exchange (www.hkex.com.hk) and the website of the
Company (www.tongrentangkj.com). For any suggestion or opinion on this Report or the Group’s ESG work,
please kindly send it to the Company through our communication channels.

Tong Ren Tang Technologies Co. Ltd. Environmental, Social and Governance Report 2019
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About Us

The Company was established in March 2000 and was listed on the Growth Enterprise Market (the
“GEM") of the Hong Kong Stock Exchange in October 2000. On 9 July 2010, the Company transferred
the listing from GEM to the Main Board of the Hong Kong Stock Exchange. The Company has always
been adhering to and enhancing the pharmaceutical tradition where “No compromise on labour cost
despite the complexity of processing herbal medicines. No compromise on material resources despite the
scarcity of medicine ingredients” since its incorporation. Using modern pharmaceutical technology, we
provide premium, safe and authentic products for consumers at home and abroad.

With Chinese patent medicine as its core product, the Group boasts a well-diversified product pipeline
that covers health boosting, heat alleviating, exterior syndrome relieving, nerve soothing categories
and others with over a hundred forms, including pill, tablet, granule, oral liquid and gums, etc..
Representative products include Liuwei Dihuang Pills, Niuhuang Jiedu Tablets, Ganmao Qingre
Granules, etc..

The Company has over 40 domestic and overseas foremost subsidiaries who are engaged in
manufacturing and distribution of traditional Chinese medicine products, food and daily chemical
products, production of Chinese medical raw materials, medical services, distribution of medicine, etc..

The Group is dedicated to exploring and constructing the modernisation of traditional Chinese medicines

and traditional Chinese medicine healthcare, to innovating in inheritance and developing through
innovation, and to making a constant effort to promote traditional Chinese medicine.

Tong Ren Tang Technologies Co. Ltd. Environmental, Social and Governance Report 2019
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Brand and Culture

Founded in 1669 (the 8th year of Kang Xi reign in Qing Dynasty), Tong Ren Tang has a history of over 350
years. Since then, Tong Ren Tang has been adhering to the old maxim of “No compromise on labour cost
despite the complexity of processing herbal materials. No compromise on material resources despite the
scarcity of medicine ingredients”, and treating patients with benevolence and competence. This is the
foundation of Tong Ren Tang's culture of quality and integrity, and the code of conduct observed by
generations of those at Tong Ren Tang.

Over the past hundreds of years, the owners of Tong Ren Tang have endeavoured to maintain the brand of
Tong Ren Tang. “Unique prescription, superior materials, superb technique, and obvious effects” have
characterized the pharmaceutical expertise of Tong Ren Tang for hundreds of years, and are well-known in
markets.

On the foundation of inheriting the essence of the traditional Chinese medicine culture of China, after over
300 years’ evolution and innovation, Tong Ren Tang combines TCM and Chinese Medicine, tradition and
modernity, formed a unique integration of traditional techniques, preparation methods, as well as cultures of
benevolence, quality, and integrity, business philosophy, values and brand image. In 2006, Tong Ren Tang's
Chinese medicine culture was recognized as one of the first National Intangible Cultural Heritages.

“Cultivating Kind-heartedness and Benefiting Mankind and Preserving Health” is both Tong Ren Tang’s
mission and its spirit. As a pharmaceutical company, Tong Ren Tang takes on the mission of improving and
enhancing health and life quality of people. We innovate from the succession and develop from the
innovation. We always adhere to the ways of operation of making profits by performing good deeds with
honesty and trustworthiness, hold sentiments of preserving tranquility and wellness, in order to actively
promote the Chinese medicine culture.

From 1669 to 2019, Tong Ren Tang experienced a change from a drugstore, to a family business of “front
store, back factory”, to a wholly people-owned enterprise, and then to a state-owned enterprise. In these 350
years, despite changes in times and environment, the concept of Tong Ren Tang to operate with integrity has
never changed and the pace of progress has never stopped. Through these 350 years, the brand of Tong Ren
Tang has gradually took a historic leap from Beijing to the country, and then to the world. Gaining praises of
patients with different skin colors from all corners of the world and bringing back memories of hometowns to
overseas Chinese, the word “Tong Ren Tang” brings people not only health, but also a strong Chinese
sentiment.

In 1989, the Trademark Office of the State Administration of Industry and Commerce certified “Tong Ren
Tang” as a national well-known trademark. The inclusive circle represents the traditional dosage form of
traditional Chinese medicine — pills, and the two dragons on both sides with the herbs-shaped are like
dragons and herbs, implies that dragon and traditional Chinese medicine are both unique spirits and traditional
culture of the Chinese nation. And a pearl between the two dragons marks that the “Tong Ren Tang” brand
is a crown jewel of the nation. “Tong Ren Tang” trademark is owned by China Beijing Tong Ren Tang Group
Co., Ltd., the Group can use the trademark and logo of “Tong Ren Tang” for a fee according to its
authorization.

Tong Ren Tang Technologies Co. Ltd. Environmental, Social and Governance Report 2019
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Chairman’s Statement

2019 was a year full of difficulties and challenges, and a year of struggling and laying a solid foundation.
During the year, as the downward pressure on the Chinese economy continued to increase, the reform of
national medical system continued to intensify and more stringent policies were adopted, competition in the
pharmaceutical industry became even fiercer and profit growth slowed further. At the same time, the Group
has entered a transitional period between new and old production capacity, and was faced with prominent
problems such as insufficient production capacity of some products and new production capacity not being
released, which led to declines in both the production volume and value. With the completion of construction
and commencement of trial production and operation in succession of the newly built production bases,
industrial operating cost and depreciation of fixed assets have increased. All these have adverse effects on the
Group's performance. For the year ended 31 December 2019, the revenue of the Group (including Tong Ren
Tang Chinese Medicine Group) was RMB4,476,449,000, representing a decrease of 11.53% from
RMB5,059,638,000 for the same period last year; net profit amounted to RMB741,390,000,representing a
decrease of 26.29% from RMB1,005,853,000 for the corresponding period of last year; net profit attributable
to owners of the Company was RMB417,650,000, representing a decrease of 38.38% from RMB677,815,000
for the same period last year.

During the year, the Group thoroughly carried out the “Xi Jinping Thought on Socialism with Chinese
Characteristics for a New Era” and the spirit of the 19th National Congress of CPC, continued to strengthen
the political leadership of the Communist Party, continued to enhance ideological and political construction,
organizational construction, cadre team construction and ideology construction, integrated the construction of
the Communist Party into all aspects of corporate governance and facilitated in-depth integration of the
construction of the Communist Party into production and operation. During the Reporting Period, taking the
opportunity of key project modification, the Company motivated the enthusiasm, initiative and creativity of
party organization, party members and staff at all levels, facilitated in-depth integration of the construction of
the Communist Party into production and operation, further strengthened risk investigation in the daily
operation of the Company in production and supply, quality management, marketing, brand management,
safety and environmental protection, enhanced analysis and resolution of new problems and conflicts and
improved the ability of risk prevention and control. By improving the internal control system, institutional
system and quality system, the Company consolidated its basic management, created a long-term
management mechanism and improved the quality of management.

In 2019, we were committed to the original intention and mission of “Cultivating Kind-heartedness and
Benefiting Mankind and Preserving Health”, adhered to the principles of “Virtue, Honesty and Integrity”,
upheld the values of “Be Kind to the Society, Employees, Partners, and Investors” and continued to provide
products for consumers with “superior quality and unparalleled skill” and ensure the medication safety of
consumers; actively participated in public welfare activities, such as poverty alleviation, free medical
consultation, caring for vulnerable groups, to make contribution to the creation of social values; continued to
advocate green and low-carbon production and management concepts, actively explored recycling and
sustainable development strategies, and minimized the impact on the surrounding environment; in line with
the national environmental protection policy and the overall requirements of capital core function positioning
of Beijing, actively promoted the adjustment of industrial layout and built “Sunshine Projects” and “Trusted
Projects” to make contribution to the building of a beautiful China; cared about our shareholders and
investors, guaranteed their rights to know through open and transparent information disclosure and provided
shareholders with long-term and stable return on investment. The Group has continuously distributed
dividends since its listing in 2000, with an accumulated dividend distribution of over RMB2.2 billion.

| hereby would like to express my sincere gratitude to all the staff of the Group for their excellent performance
and tireless efforts; and to the public for their continuous support to and understanding of the Company. As
always, we will continue upholding our cultural values of “Cultivating Kind-heartedness, and Benefiting
Mankind and Preserving Health”, and shoulder the trust and expectations of shareholders, customers,
employees and people from all walks of the society to provide better products and services and concertedly
build a harmonious and promising future.

Gu Hai Ou
Chairman

Beijing, the PRC
30 March 2020

Tong Ren Tang Technologies Co. Ltd. Environmental, Social and Governance Report 2019
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System of ESG Management

The Group primarily adopts the principles and basis of Environmental, Social and Governance Reporting Guide
set out in Appendix 27 to the Listing Rules as its standards of ESG management.

The Group always pays close attention to harmonious corporate and social development, gradual integration
of social responsibility concept into all aspects of enterprise production and operation, earnestly fulfills
economic, social and environmental responsibilities, and accepts the supervision of various stakeholders such
as government, shareholders, employees, partners, consumers, and the public, and strengthen communication
with stakeholders, enhance the transparency of corporate operations, and raised the whole society’s awareness
and recognition of the Group’s sustainable development efforts, and realize the pattern of mutual
development and mutual benefit between the enterprise and various stakeholders. At the same time,
combined with its own development, it constantly improves its corporate governance structure and improves
its internal risk management level, thereby continuously promoting the healthy, sustained and stable high-
quality development of the Group.

The Group's business and operation relating to ESG are led and authorized to be managed by the Board.
Certain powers are entrusted by the Board to the Management to formulate and implement the strategy and
operation plan in respect of ESG of the Group. The Company has established 20 functional departments
including the human resources department, trade union, quality management department, production
management department, financial planning department, investment and financing management department,
audit department, legal department, basic work management department, after-sales service inspection
department, planning and technical transformation office, security department and engineering department,
which are directly led by the senior management and are responsible for the Group’s overall management of
strategy, personnel, finance, quality, energy, safety, risk control and other aspects of sustainable development.
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ESCEREERA

During the Reporting Period, the Company has established the strategy and planning committee under the
Board to conduct research and evaluation on the performance of the Company’s development strategy and
planning, brand protection, legal risk prevention, product safety and other aspects and make
recommendations to the Board, so as to enhance governance standard of the Group, prevent operational risks,
and meet development needs of the Group.

The Board of the Company is responsible for assessing and monitoring the Group's performance in ESG every
year, and takes full responsibility for the Group’s environmental, social and governance strategies and
reporting. The Environmental, Social and Governance Report of the Company for the year ended 31 December
2019 was reviewed and approved by the Board at the Board meeting held on 30 March 2020.
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Stakeholders

Communication with stakeholders

NEMEELEE

Upholding fine traditional Chinese culture, we adhere to the principles of “Virtue, Honesty and Integrity” and
Tong Ren Tang's culture of “Being Kind"”, striving to pursue harmony and common prosperity among
stakeholders. We have established, and continued to improve, our communication channels, boosted our
ability to perform duties, and achieved and uplifted the sense of social responsibility.

We have identified shareholders and investors, customers and consumers, employees, the community and the
public, and the government as our main stakeholders. For shareholders and investors, we uphold a fair
attitude, guarantee the right to know of shareholders of the Company through timely and transparent
information disclosure and shareholder meetings, road show promotion, field research, etc., and allow the
shareholders to earn a reasonable return on investment through payment of dividends and other means; for
customers and consumers, we enforce strict quality control and provide products of premium quality to
guarantee product quality and product safety, and we enable them to have a more visual understanding of the
production process of our products through factory visit and other activities, and constantly strengthen
communication and exchanges with customers and consumers; for employees, through the establishment of
labour unions, diversified training and other means, we are committed to providing a healthy working
environment, smooth training and development path, as well as a comprehensive compensation and welfare
system to protect employees’ rights and interests; for the community and the public, we reduce the impact on
the surrounding environment by implementing clean and green production, actively conduct various public
welfare activities to help the disadvantaged groups and do our best to spread health knowledge to the public;
for the government, we are in strict compliance with national laws and regulations to ensure legal and
compliant operation, and strive to create the greatest economic and social benefits.
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Stakeholders

Identification of stakeholders and materiality issues

NEMELS REEHZER D

Based on the influence of the Company on various stakeholders and the influence of the stakeholders on the
Company, and considering the needs and expectations of various stakeholders, we have sorted out materiality
issues such as Corporate Governance, products and services, employee care, environmental protection, and

14

contribution to society.
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Corporate Governance

The Group fully understands that sound corporate governance is the cornerstone of the development. The
Group has adopted the principles and standards contained in the Corporate Governance Code set out in
Appendix 14 to the Listing Rules as the Group’s standards, combined them with the Group’s conditions and
constantly optimized corporate management, aiming to establish a good corporate governance structure,
improve its governance, enhance the core competitiveness of the Group and fulfill expectations of shareholders
and consumers.

AREBRA - REFNRRERDER 2R - AEECHEM ETARAM ST MAHCREE AT ZRAIK
EEERAKBNRE RAKEAAKEZER  THEICQRDAE  SEABERIFNARERRE =
FHERKRF  EMBEAAEBZOBRF T TEERRMEBEOHET -

Organizational Structure of the Company
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The Company has set up a corporate governance structure comprising the general meeting, the Board, the
special committees, the Supervisory Committee and the Management pursuant to the Company Law of the
People’s Republic of China, the Listing Rules, the Hong Kong Securities & Futures Ordinance and other
applicable laws and regulations. The shareholder’s general meeting is the highest authority of the Company
while the Company’s business and operation are led and authorized to be managed by the Board. Certain
powers shall be entrusted by the Board to the Management. The Board monitors the performance of the
Management. The Board has multiple special committees, to supervise the specific affairs of the Company. In
addition, the Company has established the Audit Department as the specialized internal audit department, as
well as around 20 functional departments. Such organizational structure allowed the authority organs,
decision-making organs, supervisory organs and the management to have clear roles and responsibilities and
operation standards, and enabled them to constrain each other.

During the year, the authority, decision-making and supervisory organs of the Company, including the general
meeting, the Board and the Supervisory Committee, all carried out management decision making and played
supervisory roles strictly and operated in a standardized and effective manner. The special committees under
the Board also strictly performed their duties.
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Risk Management and Internal Control
BB B3R & R BR EE 1

The Group has internal audit functions. The Audit Department will independently review the operation of the
Group on a regular basis to identify violation and risks, if any, and propose suggestions to cope with the
identified risks. The Audit Department carries out comprehensive risks identification and streamlines
countermeasures within the scope of the Group, updates the Group'’s risk list and countermeasures on a semi-
annual basis, evaluates the overall effectiveness of risk management of the Group and suggests solutions
accordingly (if necessary). On top of this, standard and effective risk management and internal control and
monitoring systems are established to safequard the assets of the Group and interests of stakeholders.

The Board is responsible for evaluating and determining the nature and extent of the risks the Group is able to
take in achieving its strategic goals, so as to ensure that the Group establishes and maintains reasonable and
effective risk management and internal control systems. The Management of the Group also holds regular
discussions, identifies and prevents risks that require attention, reviews the changes in business nature,
operating environment and policy requirements and makes corresponding adjustment, and updates and
evaluates different risk factors. Moreover, the Board supervises the Management in the adoption of
comprehensive risk management strategy for the Group's related businesses to prevent possible risks arising
from operations, finance, policies, etc., including risks related to sustainable development.

During the year, major risks and uncertainties of the Group included policy risk, operational risk and financial
risk. For the risks identified, the Group actively reviewed their potential effects on its business operation and
finance. The risk management report of the Group for the year ended 31 December 2019 was reviewed and
approved by the Board at the Board meeting held on 30 March 2020. For details of the measures taken by the
Group for management of the major risks, please refer to the section headed “Risk Management and Internal
Control” in the chapter “Corporate Governance Report” of the 2019 annual report of the Company.
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Anti-Corruption

RIB&

The Group abides by regulations of the Communist Party, such as the Constitution of the Communist Party of
China,Regulation of the Communist Party of China on Disciplinary Actions and Certain Regulations on Integrity
of Leaders in State-owned enterprises, as well as relevant laws and regulations, such as the Anti-Unfair
Competition Law of the People’s Republic of China and the Anti-Money Laundering Law of the People’s
Republic of China,and its internal policies. Employees are required to abstain from such misconducts as fraud,
offering or accepting bribery, corruption, extortion and money laundering.

During the year, to effectively carry out the integrity campaign, the Group improves its internal audit rules and
regulations, and the internal control system with an aim of strengthening internal management and anti-
corruption management. The Group has established” Three Importance and One Large” system (the system
under which decisions on important matters, appointment and resignation of important managerial staff,
arrangements on important projects, and use of large-sum money have to be made through collective
discussions). In daily operation, the Group strictly abided by rules such as governing business expenditure and
executive management. The matters that fall within the scope of the “Three Importance and One Large”
system shall be decided by the Group in meetings such as the Party Committee meeting, the Board meeting,
the office meeting of managers and the employees representative meeting. Meanwhile, the Group has
strengthened supervision over managerial staff at different levels, and effectively carried out anti-corruption,
admonishing and warning talks as well as written inquiries.
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In the meantime, in order to consolidate the mindset and moral defense against corruption among leading
cadres at all levels, the Group also produced and distributed the Booklet on Party Style and Clean Government
Construction to further enforce party style and party discipline and clarify the standards and requirements for
integrity and self-discipline. Through allusions and comics about integrity and other means, the Group
constantly improved the awareness of integrity and self-discipline awareness for employees at all levels to
achieve self-respect, self-examination and self-encouragement.

The disciplinary inspection committee (the “Disciplinary Inspection Committee ") of the Group, comprising
one secretary, two members and two dedicated cadres. During the year, they were responsible for ensuring
the supervision and enforcement of disciplines in a standard and orderly manner through continuous
improvement of the disciplinary inspection and monitoring system. In daily work, reminder talks were made
with leading cadres who assume important positions and had the authority to deal with businesses. The Group
rectified emerging and tendentious problems in respect of thought, style and discipline identified in daily
supervision or employee letters, further enhancing the disciplinary awareness of Party members and cadres of
the Group.
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During the year, in accordance with the instructions and work arrangements of the Party Committee and
Disciplinary Inspection Committee, the Group adhered to Xi Jinping’s thought on socialism with Chinese
characteristics for a new era, implemented the guiding principles of the 19th National Congress of the
Communist Party, closely focused on the education with the theme of “staying true to its original aspiration
and having its mission always in mind” and the warning education of “drawing on lessons learnt from past
experience to promote reforms”, adopted multiple measures, encourage Party members and cadres to
establish values and outlook on life with clear distinction between right and wrong, honesty, understanding of
honour and disgrace, and respect, to further promote honest practice among Party members, cadres and
employees, which effectively facilitated the establishment of a clean and honest Party and anti-corruption
work.

Meanwhile, daily supervision has been strengthened. On the one hand, during major festivals such as the New
Year's Day, Spring Festival and Mid-Autumn Festival, the Disciplinary Inspection Committee of the Group issues
relevant notices and the Party organization and disciplinary inspection cadres at all levels of the Group fulfil
their roles and responsibilities and keep an eye on non-compliant use of vehicles, use of public funds on gifts,
acceptance of gifts and travel with public funds, to ensure stringent inspection during every festivals. Through
warning and reminding, supervision and inspection, employees are urged to strictly observe the requirements
in relation to integrity and discipline, and Party members and leading cadres have formed the habit of
complying with disciplines and regulations , which further enhances their awareness of integrity, self-discipline
and frugality. On the other hand, by paying visits to grassroots employees for survey, inspecting records, mass
interviews, etc., the Disciplinary Inspection Committee of the Group regularly conducts investigations into,
among other things, “irresponsible officials”, “misbehave officials”, “privileges” and “micro corruptions” to
prevent the infringement of the interests of employees. Under stringent supervision and inspection, no
violations of rules and disciplines nor failure to act and reckless act have been found, which protected interests
of the Group and all employees.
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Corporate Governance

In addition, to reduce operation risks, the Company’s Audit Department to monitor the operating performance
and other economic activities as well as internal investments such as infrastructure projects, major
technological upgrades etc.. The Company has also formulated the Management System on Internal
Supervision Information Feedback as well as monitoring and complaints channels to encourage all employees
to participate in supervision by giving feedback and reporting any inadequacies and irregularities of its internal
operations through multiple channels. To avoid conflict of interests and to protect whistle blowers, the Group
investigated and verified the complaints, formulated responsibility investigation and cure plans. For those
suspected of committing crimes, the Group will timely notify and report them to relevant authorities so as to
strictly prohibit any forms of illegal operation activities such as bribery, fraud and corruption, and promote the
Group's operation in compliance with laws.

Moreover, the Group further improved its system of disciplinary inspection and supervision and,during the
year, established the Disciplinary Inspection Committee-Audit Department Joint Conference Policy, which
enabled joint communication and information exchange between the Disciplinary Inspection Committee and
the Audit Department, building a dynamic mechanism for regular and instant communication as well as in-
depth exchange of views on hidden operational risks identified in daily supervision and anti-corruption.

During the Reporting Period, these rules and systems served the control and preventive function in anti-
corruption management of the Group, and no material defect was identified. During the year, no litigation
regarding corruption occurred in the Group.
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In the meantime, the Group actively carried out anti-corruption education and training on a regular basis
through centralized teaching and distribution of learning materials, so as to raise employees’ self-discipline and
anti-corruption awareness.

R AEBEEGRARFRZHE LRI BRETRR  TEEBMHEZEIRX  HREFENRZEH
B THRA2REINEAEIULIRERER -

“Anti-corruption and integrity at the workplace” collective talks on
integrity with new cadres

[EEHE - REREE ] FERBBEEREKE

In June 2019, by organizing more than 80 new cadres to participate in a collective talk on integrity, watch
warning and educational films about Party style and integrity construction, study documents of the Disciplinary
Inspection Commission, and visit the warning and educational base of comprehensive and strict Party
management in Beijing, the Group cultivated the habit of complying with disciplines and regulations for the
leading cadres at all levels and further enhanced their awareness of integrity, self-discipline and frugality,
thereby strengthening their ideological and moral defense against corruption and helping them maintain
awareness of integrity, self-discipline, benevolence and honesty at all times.
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Supply Chain Management
HEEEE

The quality of traditional Chinese medicinal materials is the basis for the inheritance and promotion of tradition
Chinese medicine, as well as the resource support for a sound and sustainable development of the enterprise.
Therefore, the Group placed great emphasis on building good relationships with its suppliers. It aims to achieve
win-win results in cooperation with all relevant parties through its operational excellence, superior product and
service quality, as well as transparent and fair procurement activities.

Supply chain management is always one of the key parts in the Group’s quality control system. The Group
focuses on risk management relating to product quality, monitors red flags in medicine quality and safety, and
attaches great importance to the compliance of its products with regulations, and carries out self-inspections
and rectifications in a timely manner to ensure product quality.

To ensure the quality of raw materials of Chinese medicines, auxiliary ingredients and packaging materials, the
Group has strictly complied with the Law of the People’s Republic of China on the Administration of
Pharmaceuticals, Good Manufacturing Practice ("GMP") and relevant laws and regulations, and established
supplier management systems, such as Management Regulations about Suppliers of Traditional Chinese
Medicine Material, Management Regulations about Suppliers of Raw Material, Ingredient and Packaging
Material, Management Regulations about Supplier Audit, Evaluation and Approval, etc.. The Group has
adopted standardization management for raw material procurement, and has clarified supplier qualifications,
selection standards, quality auditing and evaluation standards and material quality evaluation standards to
establish an increasingly complete management system.

The Group selects suppliers through rigorous selection process. Based on adequate qualifications, the quality
department, in collaboration with related units, conducts assessment and on-site audit on product quality of
suppliers, and makes a general appraisal. Only suppliers who have passed the audit and assessment may be
listed in the “Qualified Supplier List”, and allowed to provide products.
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Products and Services

During 2019, the suppliers of raw materials, packaging materials and auxiliary ingredients listed in the

Company’s “Qualified Supplier List” areas follows:
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Based on identified risks of materials, the Group has adopted level-to-level management which classifies risks
into four levels. The Group has identified supplier risk levels accordingly. For different levels, the Group has
determined the corresponding audit cycle and has formulated next year’s audit plans, based on the outcome
of the supplier annual review and risk evaluation, and increases audit frequencies on production suppliers with
high risks so as to further reduce material purchasing risks and to ensure product quality.

At the same time, the Group also carries out long-term quality monitoring and regular reviews on all suppliers.
In case of any serious issues in supplier qualification or supply quality, the Group will suspend the purchasing
order with the supplier immediately and, if necessary, cancel its qualification as a supplier to ensure the quality
and safety of the Group’s products.
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Green supply
refE

The Group uses all sorts of traditional Chinese medicinal materials as the main raw materials. The Group has
strictly followed the approach of “planting and harvesting specific to places of origin and seasons”, and
established six subsidiaries that engage in planting in Hebei, Hubei, Hunan, etc. to plant indigowoad root,
tuckahoe, cornel and other local Chinese medicinal materials commonly used by the Group. As of the end of
2019, five of the subsidiaries that engage in planting passed the Good Agricultural Practice (“GAP")
certification. Meanwhile, in order to protect the ecological environment and biological diversity and minimize
the impact on ecological environment, subsidiaries that engage in planting strictly comply with GAP
requirements and, through adoption of standardized management approach, exercise strict control over all
aspects of seeding, fertilization, pest control, etc., so as to achieve sustainable use of resources while ensuring
the quality of traditional Chinese medicines.
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Beijing Tong Ren Tang Hebei Chinese Medicine Raw Beijing Tong Ren Tang Zhejiang Chinese Medicine Raw
Materials Technologies Co., Limited — Radix Bupleuri Materials Co., Limited — Radix Paeoniae Alba
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Products and Services

Product Responsibility

The Group has adhered to and inherited Tong Ren Tang's medicine preparation principles of over 300 years.
Using modern pharmaceutical technologies, the Group ensured medicine quality through a series of quality
management measures and systems covering medicinal materials, preparation, dosage manufacturing and
others.

According to the nature of the medicinal materials, Chinese medicine products of the Group are manufactured
with different processing methods which get rid of the counterfeit and valueless ones and retain the genuine
and valuable ones. Different preparation methods and auxiliary ingredients are applied to reduce medicinal
toxicity, alleviate side effects, change the properties and effects of the medicines, enable channel tropism,
improve drug efficacy, and ultimately achieve the purpose of curing diseases.

The Group has strictly complied with Law of the People’s Republic of China on the Administration of
Pharmaceuticals, Law of the People’s Republic of China on Product Quality, Law of the People’s Republic of
China on Traditional Chinese Medicine, Administrative Measures on Adverse Drug Reaction Reporting and
Monitoring and other national laws and regulations about product safety so as to ensure product safety. As
most of the Group’s products are medicines, ensuring product quality and safety is a top priority for the
Group.

The Group’s quality control is exercised primarily in accordance with relevant requirements of the
Pharmacopoeia of the People’s Republic of China (2015 version), GMP, the 1ISO9001 quality management
system and the Group's internal quality control standards. The Group has formulated a complete set of quality
inspection management standards covering traditional Chinese medical raw materials, auxiliary ingredients,
packaging materials, semi-finished and finished products, which detailed the requirements for various objects,
methods and coverage of tests.

Under a comprehensive source-to-sale management framework, the Group implements strict acceptance
inspections of raw material procurement, sourcing and storage. Upon identification of any quality defect, the
Group will suspend the procurement process immediately.

In terms of material selection, the Group has strictly followed the planting and harvesting approach specific to
places of origin and seasons, using “Premium, Pure and Authentic” medicinal raw materials to ensure excellent
material selection and feeding and to control the quality at source. For the quality control of medical raw
materials, the Company has a professional quality and control team. The team of medicinal materials experts
firstly carry out the appearance character inspection for the medical raw materials through “look, smell and
taste” and other detection methods, and then the professional inspection team implement the full inspection
for medical raw materials lot by lot through detection and such professional equipment as high-performance
liquid chromatography (HPLC), gas chromatograph and atomic fluorescence spectrometry (AFS) to exercise
rigorous control over the raw materials quality.
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Products and Services

During the production process, the Group has always followed the old maxim of “No compromise on labour
cost despite the complexity of processing herbal medicines and no compromise on material resources despite
the scarcity of medicine ingredients”, exercising strict product quality control throughout the production
process, and has won a sound reputation. Adhering to the ancient maxims, the Group combined the
traditional preparation techniques with modern pharmaceutical technologies, and strictly complied with the
characteristic traditional Chinese medicine processing and production procedures and techniques that Tong
Ren Tang has developed in nearly a hundred years' practices. The Group strictly controlled every key point in
production, and constantly pursued better quality. Tong Ren Tang boasts characteristic grinding levels, mixing
uniformity, as well as temperature and timing in integration of Chinese medicinal materials of different
qualities. In addition, it features special manual water-based pill manufacturing techniques and wax coating
techniques.

The Group also constantly strengthens prevention and control of quality risks by monitoring the whole
manufacturing process through establishing the quality personnel dispatch system to strictly ensure the
product quality. In case of substandard product in the production process, the quality officers have the veto
power to ensure compliance of products with the quality requirements.

All production units in the Company attached great importance to quality-related training and carried out all
types of professional trainings involving GMP management, standard operation procedures and other aspects
to constantly enhance quality staff’s expertise and improve the Company’s quality management.

During the year, the Group has carried out careful and thorough on-site inspections of all production
workshops in strict accordance with GMP requirements, and controlled the product quality rigorously by
strengthening onsite management and control. Meanwhile, the Group kept upgrading and improving its
production equipment to improve the technology and process standards, and ensure the quality of the
products. During the year, there were no materially problems or defects were found.

Tong Ren Tang Technologies Co. Ltd. Environmental, Social and Governance Report 2019
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Products and Services

Consumer Services

Upholding the principle of honesty and trustworthiness, the Group has established the Customer Service
(Complaint) Management Policy to provide consumers with accurate consumption information, ensure
consumers’ right to know, and offer reliable services for consumers. At the same time, the Group spares no
effort to protect the privacy of consumers. Personal information collected from consumers are kept strictly
confidential and managed by dedicated staff. In case of leakage of consumer personal information and serious
consequences, the relevant persons will be held responsible.

The Group places great emphasis on safe medication practices of patients and attaches great importance to
the monitoring and reporting of adverse drug reaction. We have strictly complied with the relevant laws and
regulations, including Administration Measures on Reporting and Monitoring of Adverse Drug Reaction, Rules
for Implementation of Administration Measures on Reporting and Monitoring of Adverse Drug Reaction in
Beijing and other applicable laws and regulations. The Group has also developed relevant management
regulations for reporting and monitoring of adverse drug reaction as well as the processes thereof, enabling
the Group to report to the National Centre for Adverse Drug Reaction Monitoring (B %R %2 & 1~ B[ JiE E5 8] i
Ly) in a timely manner. In the meanwhile, the Group has also formulated and strictly implemented
Management Procedures for Product Returns, so as to ensure timely and proper handling of product returning.

The Group has also published a Protocol on Drug Recall Management. If quality defects or safety hazards are
identified in launched products, they will be promptly handled in strict accordance with the protocol and
procedures to ensure the vital interests and medication safety of consumers. In 2019, there were no recall due
to product safety issues.

Regarding operational quality, the Group has strictly complied with the Good Supplying Practice (“GSP"”) and
other applicable laws and regulations in its operating activities. It focused on serving customers and constantly
improved operational quality by strengthening and innovating management.

The Group has established standard operational procedures with respect to pharmaceutical enquires,
complaints and complaint treatment, and set up the after-sales service supervision department to keep a
detailed record of consumer visits, incoming calls and emails, and patiently explain and answer their enquiries.
The department will carry out investigation promptly and handle the cases properly in case of product
complaints, and require customer service personnel to vigorously protect the security and confidentiality of the
personal information of the enquiring persons. During the Reporting Period, the Company received over 4,000
consumer enquires through its customer service hotline, and spared no effort to safeguard the legitimate
rights and interests of consumers by providing feedback and processing of their enquiries in a timely manner.

Tong Ren Tang Technologies Co. Ltd. Environmental, Social and Governance Report 2019
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Products and Services

In product marketing activities, the Group has complied with the GSP, Advertising Law of the People’s Republic
of China, Law of the People’s Republic of China on the Administration of Pharmaceuticals, Measures on the
Review of Drug Advertisements and other applicable laws and regulations, and formulated internal
management systems of the Group including without limitation the Advertisement and Publicity Management
Measures and the Internal Review Management System for Publishing Information Online. It has also
established advertisement management procedures, and an advertisement review and filing system.

In addition, the Group rigorously protected the intellectual property rights and regulated its use and
management in strict accordance with the Patent Law of the People’s Republic of China and the Trademark
Law of the People’s Republic of China and other applicable laws and regulations. In the meantime, the Group
has formulated the confidentiality system and all employees have obligations to keep the confidentiality of the
Group's trade secrets and matters related to intellectual property rights.

In the meantime, the Group attached great importance on the protection of intellectual property rights in
respect of its brands and products and set up a market observer patrol system to closely monitor and prevent
possible infringements in the market. In 2019, the market observers of the Group paid visits to various
provinces and cities such as Anhui, Jiangsu in the PRC, to inspect situations that could give rise to potential
illegal product promotions and counterfeit of the Group’s products and Tong Ren Tang brand, in order to
further standardize market order, prevent potential risks and protect the rights and interests of consumers and
the Group.
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Employee Care

Employment and Staff Standards
ERERETHRE

The Group attaches importance to development and growth of talents, and believes that realization and
promotion of employees’ value will help achieve the Group’s overall goals. The Group highly recognizes
employees’ contributions to its business growth. The Group also provides skill training, career planning and
development opportunities to the staff as well as humanistic cares to each employee, seeking to create a
platform for mutual growth and development of the Group and employees.

The Group understands and recognizes the benefits of the diversity of staff, which is regarded as one of the
key elements in maintaining its competitive advantages in the long run. A company with a wide diversity of
cultures should be inclusive of employees with different genders, ages, skills, educational backgrounds,
industry experiences and other qualities in order to achieve the most suitable composition and balance.

The Company had 118 employees with intermediate or senior professional titles which accounted for 6.1% of
the total headcounts, 118 ethnic minority employees which accounted for 6.1% of the total headcounts, and
22 disabled employees which accounted for 1.1% of the total headcounts.

The Group believes that an appropriate personnel turnover can bring new vitality continuously, which is
conducive for its long-term and healthy development. During the Reporting Period, the Company recorded a
personnel inflow of 75 persons, representing an inflow ratio of 3.9%; a personnel outflow (including
departures, retirees and personnel death) of 102 persons, representing an outflow ratio of 5.3%.
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Employee Code of Conduct and Policy
ETABEER

The employee recruitment and treatment standards of the Group strictly complied with the relevant laws and
regulations of the PRC including Labour Law of the People’s Republic of China, Labour Contract Law of the
People’s Republic of China, and the Law of the People’s Republic of China on Protection of Minors. The Group
established strict recruitment system and process to avoid cases of child labour and forced labour. In case of
any suspected violation of the above laws, the Group will immediately assist the victim employee in reporting
to the police or relevant labour authorities in strict compliance with national laws and regulations, and will
make every effort to cooperate in investigation. Should the violation be confirmed, the Group will promptly
hold the relevant person liable. During the Reporting Period, no employment of child labour, forced labour or
any other violations happened.

The Group adopts a working hour system of 8 hours a day and five days a week for office staff, as well as a
work shift and alternate holiday system for production staff where appropriate. The arrangements for rest days
and statutory holidays of employees are consistent with those provided in the national labour laws and
regulations.

To maintain a rational and adequate personnel structure, the Group has established requirements to different
posts, which are taken as criteria in recruitment. The Group’s recruitment channels include campus
recruitment, experienced hire and internal referral, etc.. Each candidate is subject to requirement of academic
qualifications and professional skill certificates as well as relevant interviews. The Group adheres to the
principle of equal payment without any discrimination due to gender, age, race, religion, cultural and
educational background or any other factors, and enters into written employment contracts with all employees
on the basis of equality, free will and consensus.

In the meanwhile, the Group has also established a rigorous and prudent dismissal process in accordance with
national laws and regulations. The Group may terminate employment contract with an employee who is
involved in serious dereliction of duty or severe violation of national laws and regulations or the Group’s rules
and regulations, in which case the procedures shall be handled in accordance with the Management System
on Service Termination and Retirement of Employees of the Group.
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Employee Care

Employee Training and Development

ETHEIIRER

We fully understand that employees’ continuous growth is the foundation and driving force for organic
development of the Group. With a focus on employee growth needs and career planning, the Group has
established an assessment system and promotion mechanism integrating training, use and evaluation of
talents, in order to build up a sound career-development platform for employees. The virtuous cycle of talent
cultivation, utilization and identification lays a solid foundation for and plays as a strong impetus to the
Group's sustainable development and the self-growth of employees.

The Group adopts the principle of unified management and tiered training for its staff education and training
and established a multi-layer system with diversified format of training in place. Upon joining the Company,
new employees must participate in induction training in relation to the Company’s culture, corporate policies
and goals, production safety, necessary skills, etc.. Meanwhile, the Group also specifically designed a wide
range of training sessions regularly to all employees covering management, quality standards, skills and
extended areas, etc..

During the year, the Group held a number of training sessions for employees at senior, middle and junior levels
based on the actual development needs. The trainings covered many practical courses. These trainings further
enhanced skills and expertise of employees, and delivered impressive results.
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Average training duration of each employee of the Group (hours)
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In 2019, training sessions organized by the Group over 400
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Educational activities with the theme of “staying true to its original aspiration
and having its mission always in mind”

According to the requirements of the Party Committee, the Group actively conducted educational activities
with the theme of “staying true to its original aspiration and having its mission always in mind”. Based on their
actual work, Party members and cadres of the Company focused on topics such as production and operation
and quality management, integrated corporate development progress in theme-based education. Based on
current industrial and economic conditions as well as the issues and challenges encountered in the actual
operation of the Company, members of the leadership team of the Company actively carried out theme-based
education and to improve their learning ability, execution ability and innovation ability. Through the theme-
based educational activities, leading the Group to stay true to its original aspiration and focus on its principal
business and facilitating high-quality development of the Group. More than 10 Party classes on various themes
were held, with approximately 700 attendances.
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Employee Care
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Series of training courses for
management capability
improvement of reserve cadres
in 2019

In order to strengthen the echelon
construction of cadres of the Group and
cultivate a group of young backup talents
with strong work skills, wide vision and
high professional qualities, the Group
organized 8 series of training for more
than 70 young backup cadres under the
unified deployment of the Party
Committee, with respect to the qualities
that managers should possess such as skills of efficient communication, skills of identifying and using talents,
skills of management and motivation, organizational process management and system construction etc.
Through extensive case studies and interactive teaching experience, young cadres were able to learn from
books, think in classroom, and practice at work. Young cadres in various positions could improve their
management capability and better shoulder the important task of the development of the Group.
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With the aim of Building a Growth Path for Employees, the Group has diligently selected, fostered, used and
retained talents, and has been gradually establishing a training mechanism that can bring employees’ potential
into full play. The Group has identified three promotion pathways-operation management, professional
technique and technical operation. The Group encourages and organizes qualified employees to participate in
professional technical training programs and examinations, and issues letters of appointment as appropriate to
employees who passed the examinations and obtained certificates based on the actual work requirements.
They are also entitled to allowances for the corresponding positions. Meanwhile, the Group also encourages
employees to participate in various vocational qualification examinations, and allows adequate free time for
professional technical personnel and personnel with professional qualifications to participate in training or
continuing education specific to their posts or specialties in expectation of self achievement of their career
development goals and self-value.
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The Group also maintains a “Pyramid Talent Project” catering to its development plan and needs to hire,
cultivate, discover and select technical talents with excellent technical and business skills each year, under
which talents are hired and classified as experts, chief technicians, chief workers, outstanding young and
middle-aged talents, etc. and bonus is provided monthly so as to establish a talent pool of leading experts and
reserved personnel at different levels across different posts including scientific research, quality, production,
sales and management, so as to build a development channel for employees. By the end of 2019, the number
of employees included into the Company’s “Pyramid Talent Project” has 198 persons, including 8 experts, 4
chief technicians, 137 chief workers and 49 outstanding young talents which remained same as last year,
respectively.
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Strengthening the leading role of “Four-level Mentoring and Four-aspect Facilitation”

The Company’s Party Organization at all levels actively carried out the “Four-level Mentoring and Four-aspect
Facilitation” Party Construction Innovation Cultural Inheritance Action, which is Party members guide general
public to promote unity and concerted efforts; masters guide apprentices to promote technique inheritance;
Model staff guide new staff to promote spirits lead; supervisors guide subordinates to promote and undertake
responsibilities. On the basis of initiative and objective of work, group improved quality to lead development,
combined efforts to create great cause, practically and feasibly exploited the leading efforts of various role-
models. During the year, the Company united 1,043 pairs of “Party members guide non-Party group”; 52 pairs
of “masters guide apprentices”; 28 pairs of “honorable talents guide newcomers”; 186 pairs of “supervisors
guide subordinates”, closely combined carrying forward the spirit of the craftsmanship, inheriting culture of
Tong Ren Tang and cultivating well-qualified skilled talents, constantly motivated work enthusiasm of the
broad masses of employees and improved professional skills.
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Employee Care

Employee Rights and Benefits
ETREERER

The Group guarantees and safeguards the rights and interests of employees in a proactive manner and lays
stress on enhancing the sense of belonging of employees, and improves all kinds of employee benefits on an
ongoing basis.

Remunerations of the employees of the Group are determined with reference to the prevailing market level as
well as the competency, qualifications and experience of individual employee. Discretionary bonuses based on
individual performance will be paid to the employees recognition of and as rewards for their contributions to
the Group. Other statutory benefits include contributions by the Group to the endowment insurance, medical
insurance, unemployment insurance, employment injury insurance, maternity insurance and housing fund.
Meanwhile, in continually updating and improving its employee remuneration policy and system, to ensure
that employees have equal access to and share value according to their contribution.

In addition, to recognize individuals and groups who made outstanding contributions to the development of
the Company, the Group holds selection activities for excellent performance every year. In 2019, the Company
selected 257 employees for excellent performance and 66 groups for excellent performance. The Company
total paid over RMB1,300,000 in cash awards to these excellent individuals and groups for their preeminent
contributions to the Company.
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The working time of employees in the Group complied with related requirements in Labour Law of the
People’s Republic of China and Labour Contract Law of the People’s Republic of China. The Group’s employees
are entitled to statutory holidays prescribed by PRC, as well as paid leaves for ethnic minority events such as
the Lesser Bairam Day, participation in parents’ meetings and preschool children vaccination, etc., and
employees will enjoy bonus, allowance, subsidy and welfare in connection with the paid vacations according
to the applicable regulations of the State and the Company. For female employees, in addition to the statutory
98 days maternity leave stipulated in the “Special Provisions on Labor Protection for Female Employees”, they
can also enjoy an additional three months of maternity leave from the company to effectively protect female
employees’ health rights and increase employee benefits. Besides, a mechanism is also in place to provide a
certain percentage of medical expense reimbursement for family members of qualified employees to lessen
their burden.

The Company lays emphasis on employees’ rights to information and freedom of speech. For this purpose, it
has established labour union in accordance with the law, which has provided smooth and communication
channels to the employees. Moreover, the Group has delivered latest corporate news to all staff in a timely
manner through various means, such as the Office Automation Platform, advertising billboards, WeChat public
account and internal periodical. The Group also listens to and adopts employee’s opinions and suggestions,
and make appropriate measures in a timely manner to address their concerns and protect their interests.

The Group made every effort to improve the working environment and facilities, endeavouring to provide a
comfortable workplace for all employees. The Group also takes efforts to promote work-life-balance for
employees, and provides venues and facilities such as basketball courts, badminton halls, gymnasium and
multi-purpose halls, and organizes various activities from time to time. In addition, the Group provides
employees with clean and comfortable reading and painting rooms, to enrich their cultural life.
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BRZERARIIZRNIEAER  NERELME TRE®ES  BMETEMN - tH NABERM
REHNEIRBRE-—ELHMNEEER®RE  NWAEETEE -

ARRPIEETWMBHEGEZDE OEEYT A RETRHTEBRRE - AR BREEFHLT
B EEWH MEARE  ABTMELARKBARESHHREREE LT  YHEGERRETH
BERAEZE HEBTWIERSNHEERKRIUEENERER  REEXETHNE -

AEBRENUEETHTEBRERRN  WHNAS

R TIRMEETEMTIERE - AR NRB T EFETE Events

MG AETIRETERE  DERE  B5E % EEIEZPN >20

T e B 25 0B B35 0 I AR 440 6 - 36 R T ER R MY R IEE

o tsh MABTIRHFEEZNNE=REES Participants

W T LA - sazan >.3000
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Employee Care

The rich and colourful entertainment activities: Cultural and Artistic Performance, Badminton Matches, Chess
Competition, Outing,Circular fan-Painting, etc.

=
=7

CESVNXIRES - XBER PEXRLE  #HELE  BEFREA  BRARE
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Employee Health and Safety
ETREHEZZ:

The Group always lays the health and safety of employees at the top priority. Under the Management
Procedures for Employees’ Healthcare and the Management Procedures on Hygiene and Employees’ Health
Conditions, the Group arranges regular physical examinations for all employees each year. For employees
engaged in work involving occupational hazards, the Group strictly implements relevant provisions in the Law
of the PRC on Prevention and Control of Occupational Diseases and relevant labour protection regulations,
and seeks to reduce the incidence of occupational diseases through regular physical examinations and other
measures.

The Group has continued to promote safe production, and formulated three-levelled safety inspection
regulations and standards which include factory level, workshop level and group level, to continuously
strengthen the construction of safe production standardization, so as to protect its employees. Furthermore,
dedusting, denoising and poison-proof devices are furnished at production workshops, where standard safety
signs for hazard articles are in place and inflammables and explosives are stored and used according to strict
requirements. Production staffs are provided with PPE — personal protective equipment such as protective
articles with a view to minimize the negative impact on employees’ health.

The Group also holds regular drills on fire evacuation, self-help and escape each year to strengthen safety and
self-protection awareness of employees. Furthermore, the Group also carries out monitoring and evaluation of
occupational hazards in production premises on a regular basis. During the year, some industrial units under
the Company invited the third party to detect microwave, dust and other occupational hazards. The results
met related national standards and realized the objective to prevent, control and eliminate occupational
hazards and safeguard the working environment. At the same time, the Group has formulated the “Accident
Work Injury Management System” to protect the legitimate rights and interests of employees who are injured
at work or on their way to or back from work or within the workplace or suffer from occupational diseases.

AEEGKIEBETHREEZ2HREEM - §IE T(RTREEERE)KEEMABREMRRNEERE)
SEEMASER TETRRERR YR UEAAREEETFENE T AREBRRUT(FEARKNE
BERER)MNERSHREGISEBRTE  BATHETRERES T ARERERRELEE -

AEBEFERERDEE  HESBR  EFH  MERN =L 2REHEEEE  TEHNRL 2 4EE
RBCER  UREETINHLZE - I AEELEEERHEERE KR OSFRE - URARER
ARl REBER  FFINZEYM ITREEETRHENESLERAR  FAREHEEHS
TRENEE -

R - AEBEESFEHETENRA - B - AEFER  RCETITNLZEEBANBRRESE - UL -
AEETERHEESMETRERCERRENENE - FA - MO MAS =S REBHHOL NES
BxeERFTETRA RABRTABERIRE - EUEN - ZEMERBEREE  REBTIMNIIER
%o AEBMHECTHEEHEESE)  RECHRIIERP  TERERIESAARIZEREEE
ERREOBIAERES
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The Group has strictly abided by national and local laws and regulations, such as Environmental Protection Law
of the People’s Republic of China, Air Pollution Prevention Law of the People’s Republic of China, the Laws on
Promoting Clean Production of the People’s Republic of China. It has also formulated relatively complete
regulatory systems including the Management System on Environmental Protection, the Management System
on Clean Production, the Management System on Prevention and Control of Water Pollution, the
Management System on Atmospheric Pollution Prevention and Control and the Management System on the
Hazardous Waste, which further realized the objective of energy-saving, consumption reduction, pollution
reduction and efficiency improvement, meanwhile has controlled the discharge of various pollutants
effectively.

The Group has continued to advocate green and low-carbon production and management concepts, actively
explored recycling and sustainable development strategies, and minimized the impact on the surrounding
environment. At the beginning of each year,according to the year’s production plan and equipment and
facilities operation, the Company will also formulate annual target responsibility letters with the major
production units, indicating various indicators such as environmental protection and energy consumption,
clarify the annual work requirements and assessment indicators of each unit, and grant rewards and impose
punishments according to the actual work assessment results, to promote production units to actively
implement environmental protection responsibilities.

AEEBRRET(FEARKNBRREREZE) (PEARKMBARSRAPE)  (hEARKXMEF
BEERER)EEBREAFX LM IDERESR I T(REREETENE) CFREEETRHE) - OK5H
FraBERHIE) (RRSAAEEGE) (ERENEENE)SRARE2NREHE - £—TEFE
BEFERE « BUSIRRUEY B &Y - AMAIE SIS X5 RPN -

AEEFBEESRE  ERONEELLERES  BRERRRBER  HENERER SAREREHEER
BT E  REFFY ARTESRBRIBEESUAZFENEENBINRREREELTN - BE
AIVFERBRAETE  ERIHARE  ERSFSERS  ARSEUMNFETERR  SXER LKE
ERTEERERETRE  RESEESUBREERERESRT -

Emissions

235 €7

The Group has paid great attention to the construction and improvement of environment protection
management system, continuously focused on the problem of pollutant emission during production and
operation, as well as supervised its own discharge data.

AEEIEREREETEERNERMETE  BEWTEEEE RS R R - B G 5 PR
HITEE -
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Environmental Protection

During production and operation, the Group has actively advocated clean production, energy saving and
emission reduction, via usage of clean energy including natural gas, solar energy and other measures, the
Group reduced the creation of exhaust gas pollutants from the source. In the meanwhile, all major production
units of the Group are equipped with sewage treatment facilities, which are used to treat sewage generated in
production and daily life. Regarding sewage and exhaust gas, the Group also paid attention to the detection
of pollutant concentration and ensured the emissions of various pollutants to meet national and local
environmental protection regulations. In addition, the Group has paid attention to the impact of noise
pollution, and kept the noises arising from production within standard range, so as to protect the environment
of itself and nearby areas to the utmost extent. During the year, there was no accident regarding
environmental pollution in the Company.

The Group's emissions are mainly generated during the production process, include exhaust gas (mainly
including carbon dioxide and nitrogen oxides) and waste water (mainly including pollutants such as COD, BOD,
ammonia nitrogen and suspended substances). The main pollutant emissions of the major production units of
the Group during the Reporting Period are illustrated as below:

EAEELERIET  AEERBREEEFREERMERE  BBERRAR - KGEERERARHAM
Gt (CRBERDBERSAMNEL - A - AERESEREEBNUARHES/KEERE - HARELEE
ERBRFELENTK - HEITKMER - AEEITVIEHSRAMEE O - BRSBSRAMIERGTE
BER LT RRER © WIN  REETERESAHREFTRONTE  BEEBRTEENRBITHER
EHER  FAREMEED S NEBRR - FA > ARABUARBERT SR EER

AEENSRYEIBEELERETEL  TEEEBER(EESE _SRMEAR/LY) REK(EZES
COD - BOD * &4 ~ BFMEZRY) - TEIIRT AEEERAESUNRE RN Z5LMBRER -

Main pollutants*

FETRY*
Emission Emission Basis of calculation
g HIME BREKE
2019 2018
WASTE WATER Waste water discharged 68 41 Conversion based on 80% of fresh
EMISSION' (10,000 tons) water consumption.
BEKT REIK R E (FHE) IR ENOBREE HIB0%EITHTH ©
Chemical Oxygen Demand 69 33 Accounting based on concentration
(CODcr) (tons) data in the Group's routine
{LEF A= (CODcr) (Ha) monitoring reports.
, _ _ REAEERIITERIRETHRE
Five-day Biochemical 26 10 ZpLETHE -
Oxygen Demand (BODs)
(tons)
hRA{EFAEBOD:)(HR)

Ammonia nitrogen (tons) 1 1

0 0 & (W8)
24 7

Suspended Substance (SS)
(tons)

C— BFEW(SS) (Wa)
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Emission Emission
BmE BERE
2019 2018
Nitrogen oxides (tons) 28 17
RS (WA)
Total direct emissions 3 3
(10,000 tons of carbon
dioxide equivalent)
HEENE (B =S Lk
BB
Total indirect emissions 4 3
(10,000 tons of carbon
dioxide equivalent)
MR E (Bl |tk
B
Total emissions (10,000 tons 7 6

of carbon dioxide equivalent)
P & (B — S bix

e p—N
===8

ERACEMRERROHDERIA RE -

Basis of calculation

BE&E

Conversion with reference to the
NOx pollution factor of industrial
gas boilers in the “handbook of
Industrial Emission Factors”.
DE(THEEHSEREFM) TER
RIREFNARE I MESREHTT
e -

Greenhouse gas emissions are
accounted based on the
“Greenhouse Gas Accounting
System-Corporate Accounting and
Reporting Standards” issued by the
World Resources Institute (WRI) and
the World Business Council for
Sustainable Development (WBCSD),
and the Intergovernmental Panel on
Climate Change (IPCC) “Fifth
Assessments Report 2013”and
“Industrial and Other Industries
Companies Greenhouse Gas
Emission Accounting Methods and
Reporting Guidelines (trial)” The
factors of greenhouse gas emission
of the electricity part were selected
with reference to the "Baseline
Emission Factors for China Regional
Grid in 2017 Emission Reduction
Program” issued by the Ministry of
Ecology and Environment of the
People’s Republic of China.
RERBHEMEREL R ERHAR
PAT (WRI) At 5 AT RS A8 3 R T R 32
F & (WBCSD) B OR =R 8%
BERREX — PEREERERE) -
BUF R 2L BFIZE 8 & (1PCC)
(BRRFERE 2013V ARCT
Hf TR EFRERBHENZER
EHRERER (BT )RESL -
HREBENEFS AR EREHNE
2P E AR AT 4 RRRIFEH
2017 FERHFEE P ERIHER
EERBE A SO & B -
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Environmental Protection

* The Group will standardize the caliber and standards for data and statistics while constantly improving the collection scope and
statistical methods of the pollutant indicators.

1. In 2019, the Group discharged approximately 2.12 tons of waste water (2018: approximately 1.09 tons) for each RMB10,000 of
revenue.

2. Greenhouse gases are mainly carbon dioxide, methane, and nitrous oxide. In 2019, the Group discharged approximately 0.22 tons of
carbon dioxide equivalent (2018: 0.16 tons of carbon dioxide equivalent) of greenhouse gases for each RMB10,000 of revenue.

3. The newly-built production units of the company have been put into operation in the second half of 2019, which has led to the rise of

some pollutant emission data.
* REBSAYBEWEHE RGN EETEHTER - RAGE— SR IS RIEE -
1. TE-NFE AREESETRAEENBEKBEMEN 2.12M (ZF—/\F : £91.0907) -
2. BRERBFEA_GLE T ftDR - —T-NFE A5EFETRAEENRAEREBHRER0 2B _SltREE(=
T—\F 016 EMEE)
3. “E-NEERBRAVHREE AT EARARTNEEEEUR —E-NF T FEBREEZE B -

Emission and waste management

R R BEYEE O

Waste water
&K &
Being treated at in-house waste water facility. Water used in production and daily life will be treated in

centralized facilities and was not allowed to be discharged unless it meets relevant standards to reduce
emission of hazardous pollutants in waste water.

BRSKEERE - Si—REEENMEEAK  ERETEHNR £ BEKANEZT)SRYHEN -

Ce Y

AN
Exhaust gas J:.ﬂ

&R,

Used eco-friendly and energy-efficient boilers such as natural gas boilers and electric energy storage boilers.
In the mean time, used natural gas, steam and other clean energy to replace the coal burning, to reduce
emission of hazardous gas.

EARARRE - FENERESOERREBIE - WRARAR - BRFBRERRBERE - BIE
ERERHIBE
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Hazardous Waste _&

BREBRRY

With Chinese patent medicine as its core product, the Group generates small amount of hazardous waste
in its production process. During the year, major hazardous waste generated by the Group included waste
chemical reagent and sludge containing hazardous waste components, which were mainly generated from
the wastewater treatment process of production units of Chinese patent medicine, and clinical waste,
which totalled approximately 23 tons (2018: approximately 16 tons), the Group discharged approximately
0.07kg of hazardous waste (2018: approximately 0.04kg) for each RMB10,000 of revenue.

REBARKBEERBZLD  EEEBRETELENAEEEYRD - TR AEBELENIEREEE
MBREEELESE  SEEREYKNHNSR(EEAPKRELEESBUEKEIEBIETEL) BEE
ME - B3 (ZTE—\F: H16M) SETBAEENEEEEYHA007 TR(ZZ—NE
#470.04F %) -

* The statistical results of hazardous waste were derived from the information in the hazardous waste transfer document that the
Group has transferred in compliance with regulations during the year.

* BEREDNSHERFENAEBEZFENSRERNEREDEEHETNE

All production units classify, collect and store hazardous waste generated in strict compliance with the
Management System on the Hazardous Waste of the Company. Meanwhile, daily management and
maintenance of the equipment, facilities, and places for collection and storage of hazardous waste have
been strengthened. Measures have been taken to prevent the scattering, running-off and leakage, or to
prevent pollution of the environment. Dumping, piling up, discarding or littering without authorization are
prohibited. Signs have been placed in the places for collection and storage. Moreover, qualified third-party
institutions are entrusted for collection and disposal of hazardous waste in accordance with relevant
national requirements. The transfer process of hazardous waste is strictly implemented and receipt such as
set-bill are kept.

HUELNAERREY FEEBUHBRBRBARKERENEESEIETOEEE  #F -
B IR BINE  RFASEEVORE Rt SANBERERELR  REMHR - iRk H2
IREEAMP IS RRBHER - BREEEEE  HR - BR - EE YEKE  RESHNAERERIER
w e A ZREFAERAEZAEEENE = IRBR L  REEGEERY  BRATHEEER
YERRE  BTEBMESRR -
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Environmental Protection

Non-Hazardous Waste* &
mEREY o (03)

Using recyclable and degradable eco-friendly materials as much as possible. Meanwhile, the Group will
optimize production technologies and increase first pass yield to lower package materials consumption and
reduce waste. During the year, non-hazardous waste generated by the Company in the course of
production is mainly waste package materials, for example, the product manuals, which totalled about 2.2
tons (2018: approximately 1.4 tons).

EEFEAAIEW - AIRENEERME - R BAELCEETZ  Re —NAKRE  EURESME
o OARRLBEYELE  c FR AAREAEBRETELANTIEEZEEEYASEEEZSN - il &
MR EREEE 2 2M (T —/\F : L91.40) -

* The Company produces over 100 types of Chinese patent medicines every year, and uses over 1,000 types of package materials.
The generated waste package materials are in various types and use different specifications and measurement units. Therefore,
those metrics used in measuring total volume and density of waste package materials for finished products are not applicable here.
Volume of the discarded product manuals is calculated based on the Company'’s statistical ledger and the unit weight of manuals
of various specifications.

* ARPEFEENTREERFFBBERE  IABMERETE EENEEZONERARZAHEARE FE8MHEER -
B NERARSFHEXNGAEENEZEMEERTE - BEIFIASREARARACEREERENHASECETERE

=
1=

Dusts and noises
MEERE _'

Used dust removal, noise reduction and other equipment, so as to reduce their impact on the environment.
In the meanwhile, the Group provides protection to production staff so as to protect their physical health.

RABRE RRSHE FALOHERREHRSBEOVE - AE  WEEE TETHERE  REL
E(ERABMHI LS -
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/ Case: VOCs (volatile organic compounds)
emission reduction and management project

Technology: Intermediate effect pre-treatment + activated
carbon adsorption

Effect: VOCs exhaust gas generated from the experiment of
the liquid preparation workshop and the testing centre are
collected and undergo the intermediate effect pre-treatment
and activated carbon adsorption process for purification and
VOCs emission reduction.

=6 vOCs (FTEREHY) BPEREER
TE : RRTERRIE +)F 1 R R

R - R BEERAE [ K i B AR B B BT EE &£ VOCs R |
e BERAPRFEREEMEERRENTE  BIRER
FLELVOCs JH Bk °

Resource Utilization

BEIREH

The resources consumed by the Group in production primarily include water, electricity, steam and natural gas,
etc., which are mainly purchased externally. The Group has reduced resources consumption and enhanced
efficiency in resources utilization by adopting energy-efficient equipment and advanced technologies, and
improving environmental protection awareness of employees.

The Group advocates a green office concept which integrates a low-carbon operation principle into operation,
with an aim of developing towards paperless, energy-saving and low-carbon offices, and minimizing the
consumption of fossil fuel, wood, water, electricity and other natural resources and energy. The Group tapped
into electronic communication means including teleconferencing and video conferencing, so as to reduce
consumption of fossil energy arising from travelling. In the meantime, the Group has also exercised stringent
control on the consumption of paper, portfolios, crates and other paper products, and made strenuous efforts
in reducing the use of non-biodegradable articles such as plastics, inks, chemical fiber, electronic equipment
and other consumables.

AEEREERETERNERIESEK T F7 RARS  TEBBINBHIAES - AEEE
BIRAEERE  TEXESER Y THRSETREREM - EUARKERER BASBREREAR

Ny
S5 o

g

AEBEGEEMHL  BEREENEIMAINEEEL D  SHRBLABA(  Heel BT mE
#ORMeaRE - BAR K BEEERAERKERNER - ARERNEFSR  GARNKERZTET
WA RO EIRBIZFEENCAERERE - AR - BRSAAR  #HRE  SRESEELNER
MAIERL R ACANRE TSN M E AR ROER o
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Environmental Protection

The Group also embraces the green production concept. To save all sorts of energy, the Group has taken many
approaches during production such as, among others, improving process and procedures, boosting
technological level, upgrading production equipment, and applying many measures among others, LED
energy-saving lighting, installation of steam timing switches.

During the year, the package materials consumed by the Company in production primarily included various
product manuals, composite membrane, package boxes and others. Among them, the consumed product
manuals totalled about 271 tons.

*Remarks: The Company produces over 100 types of products every year, and uses over 1,000 types of package materials. The generated
waste package materials use different specifications and measurement units. Therefore, those metrics used in measuring total
volume and density of waste package materials for finished products are not applicable here.

The water resources used by the Group are mainly from local municipal water supply. Meanwhile, regarding
improvement in the efficiency of water usage, circulating water systems are employed across production
processes to minimize consumption of water resources. In addition, reclaimed water is used for lawn irrigation.
These measures have helped us conserve and recycle water re-sources. Therefore, water shortage is not a key
constraint in the Group’s production process.

During the year, the Group carried out various promotional and educational events on environmental
protection, so as to promote employees’ understanding and recognition of low-carbon production and life
style. In addition, the Group also encouraged employees to actively participate in designing of various energy
conservation and energy consumption reduction programmes, with the aim of helping employees build up
concepts related to energy conservation and eco-friendliness, and enhancing employees’ environmental
protection awareness.

AEBNMEEZEEERS  EAERETBRATEIENE RABRMESE  AREERBEHX - 75
PREXLED EiREMR AR ~ ZRFRAERFHBASER  BHOSEER -

FR - ARFELEBRETPERNIZEMEEERNBE BB 8%
FEHIE MBI E K271 MR -

o
B
i

o HA - EAEBIETH

*EE FARRFEEERERBBAE  ASHERGTE BESRK FABEMHAER 8 TERRGIEXKRAA
BHEERTE -

REEMAKEREZNRNEMTBMEAK - R - ERARKREIE  AEEEEERSHEABERK
5 WRADI/KERNFERE  WAHRKERLMEE - IR T/KERNRELBAA - Bt - KERRE
B FEARE B AEEBEFHOBRIAOEE -

FR - ARERRTASENRREEHE LY ENREST
N BB THRG2ESRAMERRENRR  BERETERER
RE

B RIERIRAEE - £F A o toh
4 REBRONES  THRABIER

Tong Ren Tang Technologies Co. Ltd. Environmental, Social and Governance Report 2019



The various types of energy used by the Group are mainly consumed in the production process. The main
energy consumption of the major production units of the Group during the Reporting Period is illustrated as

below:

AEBEFERANZEEREIRERNEERES - TEIRTAKEERZEEEUNRERRNEEERRER

B
Energy Type'
RERIER
Power (10,000 kwh) Steam (10,000 tons) Water (10,000 tons)
BETER) KB ME) IK(EME)
2018 2018 2018
3,125 o 1.5 O O 53
% 2019 - 2019 @ 2019
5,091 1.5 \)) 87
Natural gas Comprehensive energy Comprehensive energy
(10,000 cubic meters) consumption (10,000 consumption (tonnes of standard
FKAR(BIHHK) tonnes of standard coal) coal for each RMB10,000)
FRE REFE(EMEIRER) KRB REREBIZ AR B IT)
2018 2018 2018
946 1.86 0.05
2019

> 1,490

m 2019
2.82

@% 0.09

1. The consumption of water, power, steam and natural gas are calculated based on the payment receipt and invoices.

2. The comprehensive energy consumption is calculated based on the General Principles for Calculation of the Comprehensive Energy
Consumption.

3. Water consumption per RMB 10,000 of revenue is approximately 3 tonnes (2018: approximately 1 tonne).

4. The increase in some of the energy consumption in 2019 was mainly due to the Company’s new production units being put into

operation in the second half of 2019.

KB EARRAREBERBEREHNERE
FERRKIECE ST ERA )X
FETRAFEKEN AW (ZZ—/)\F : 1) -
ZE-NFEBOERBIE LA FEHRARAEEEEMN T NE T FEEREBEME -

HMwnN =

BREARESH -
S -
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Environmental Protection

Cultivate the environmental protection concept of staff
BEETIRRER

CONSERVE WATER
BI 49 A K 0 o
(S

Advocate employees for saving water and strengthen the daily over-haul
and maintenance of water equipment

BEBETEKMAK - IR AKRERN B e Mg

CONSERVE POWER

BHHE
W

Use energy-saving lamps to cultivate employees’ power-saving
awareness

ERMERFREER  BEETNHESH

ENVIRONMENTAL
AWARENESS

BIRES Q?}

Cultivate employees’ reusing awareness, increase the recycling rate, and
reduce discharge of waste such as garbage

BESTRERMMBNER  BRABRMNAE - RESSREEDOPER

CONSERVE PAPER

B4 P .
%

Reduce the use of paper and promote the use of e-mail and electronic
office platform

WMAOMROER - RECHEFEN EFHATEE

GREEN TRAVEL

RedT Eg

Provide shuttle bus for part of the line to advocate public transportation
and green travel

REFOGIRIEE - BELOHAAE  KEHTT
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/ “Creating a beautiful China and building a
green enterprise”

In July, in order to enhance the environmental
protection awareness of the employees of the Group
and create a good atmosphere for participating in
creating a beautiful China and building a green
enterprise, the Group engaged professional lecturers
to provide relevant production, quality and
environmental protection staff with special training on
environmental protection, covering domestic and
foreign environmental protection conditions, laws and
/ regulations, industry environmental protection
standards, environmental protection measures and
other aspects, supplemented with extensive review of
environmental pollution accidents and punishment cases to alert staff at all levels to maintain environmental
protection awareness.

[EEXBTE  HERELXE]

TH REAARBEETINRERERS  €EAR2EXEBTE BEREELENRFAE  AREE
ABEEEA  BBERALE  BEMRRIGASGRRRRESRE upJ\I REBEARINRIRIZ S « RERER
TERRFRFTE  RBRE tﬁ‘ﬁ—rﬂﬁr ETTRMNEE  THABENRE SRSEMMEIRIEESRET
B Ry ZIAE ST BRI AR B A
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Environmental Protection

Natural Resources Protection

RERRER

The Group has taken all sorts of traditional Chinese medicinal
material as main raw material, and our production and
operation have no significant effects on environment and
natural resources.

The Group has actively performed its social responsibility and
unswervingly placed focus on both development and
environmental protection. It consistently adhere to the
principle of sustainable development and reasonably used various resources to reduce the use of various
natural resources, thereby maintaining ecological balance to the utmost extent. The Group has also taken
concrete actions to protect the environment, and tried its best to minimize the impact of its production and
operating activities on ecological system.

AEBRARNEENTERMH RS ETEN  EEELEHRRERRAEREEATE -

AEBEBETHEET  AREFERERFFREYENED  BRAKEERTH  AENAZHEE
R ORDBERABRNER  SARERELRTE  UERTHRTRRERE  [SURBLELEB
RAEHLEREARERNTERERE -

Coping with climate change

EHRRE

The Group has taken all sorts of traditional Chinese medicinal material as main raw material. Traditional
Chinese medicinal material are important strategic resource for the development of Chinese medicine in the
PRC. Due to global climate change, the frequency and intensity of extreme weather have increased, which
have certain impacts on agriculture, forestry, animal husbandry and other industries. Agricultural resources,
their cultivation, growth and harvesting will also be affected by climate change. The cultivation, growth and
harvest of traditional Chinese medicinal material, which are special agricultural resources, will also be affected
by climate change.

The Group has adopted a three-level risk management and monitoring model comprising risk management,
risk supervision and independent review, and incorporate natural and environmental factors such as natural
disasters and environmental conditions in the scope of identification of external risks, in order to identify,
assess and manage material risks with the following procedures, thereby proactively preventing and coping
with possible risks: formulation and implementation of strategy; risk identification, assessment and response;
risk monitoring report and early warning; risk treatment; and supervision and evaluation of risk management.

AEEAREENTIERMHARSETEN  PEMERERBETBESXRRNERBRER  BE2
HRRIREME - R RRAAENRERAIEN  HE M HEEESER —EFE  MHEMERER
FRNEEER  EHE  ARNIREbEZIRIRE(CHTE -

AEEERYAREE  ERES By —ERREEREERN - YEKERLE BRERALFR
ARBHERZANASMNBRR B EBE - BBIATEFAAHRR  SHEREEENRR - 8% © RENHE
EEN  BRAOEE - FHE - B AREREREREET  RRNRE  BREENEEENE  EmY
AT RE B A YR\ B T LARE AR 7y &6 B e ¥t o
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Contributions to Society

Contributions to Society
G} gl

As a part of the sustainable development of the society, the Group also actively gives back to the society while
taking resources from it. The Group fully understands that public welfare is not only an obligation, but also a
necessity for its own growth and development. As the inheritor and transmitter of Tong Ren Tang culture, the
Group always fully integrates its business development with social responsibility, and is committed to public
welfare activities.

In 2019, the Group continued to make efforts in caring for public health. It promoted the awareness of family
health and publicized the concept of public health by providing free clinical services and health consultancy,
and distributing health-themed brochures. By sponsoring the event, the Group managed to spread Chinese
medicine knowledge, promote its brand concept and helped the community to better know and understand
the cultural content in Tong Ren Tang brand. The Group believes that through persistent efforts, the healthy
living and medication concept will be eventually delivered to homes across the country and to the heart of the
general public.

The Group extended active presence in poverty relief and development of philanthropy to help disadvantaged
groups in society, interpreted the concept of public welfare through actions, to try our best to lend people in
special needs, poverty-stricken areas and nursing homes a helping hand and show them our cares.

The Group also encourages all employees to actively participate in volunteer activities and environmental
protection activities, which allows our employees to take part in social services and promote the public welfare
culture and spirit incorporating interaction, cares and understanding.
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"Learning craftsmanship and experiencing
intangible cultural heritage” — traditional
Chinese medicine culture experience activity

In August, the Company and the Children and Youth
Library of Xicheng District jointly organized a traditional
Chinese medicine culture experience activity — “Learning
craftsmanship and experiencing intangible cultural
heritage” 15 people with disabilities were invited to
participate in the activity. Through talks about traditional
Chinese medicine culture, public lectures and interactive
experience of measuring medicines and production of
“Hawthorn Berry Pills”, participants gained a deeper
understanding of the history of traditional Chinese
medicine and experience of “craftsmanship” in
pharmaceutical process, and people with disabilities
received love and care from various sector from the
community.
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Contributions to Society

L

“Brining traditional Chinese medicine culture into campus” theme-based activities

During the year, the Company invited more than 200 students aged 5-13 from kindergartens, primary schools
and high schools in Beijing, such as the Kindergarten of the Institute of High Energy Physics Chinese Academy
of Sciences, Chaoyang Experimental School and Chenjinglun High School, to visit Yizhuang branch factory of
the Company. Through activities such as promotional talks about traditional Chinese medicine, visits to
modern pharmaceutical production lines, and experience of “intangible cultural heritage” handicraft skills,
students gained a deeper understanding of the history and inheritance of traditional Chinese medicine culture.
The excellent culture of traditional Chinese medicine was further promoted. It cultivated the core values of the
youth and enhanced their national pride and cultural confidence.

[FRELERE | R EEEE
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Visiting Tong Ren Tang to feel the charm of
traditional Chinese medicine

In June 2019, the Company invited more than 60
citizens to visit the Yizhuang branch factory, which
enabled them to be in close contact with modern
production line of traditional Chinese medicine and
experience the connotation and charm of traditional
Chinese medicine culture. During the event, led by our
staff, the citizens visited the cultural exhibition room,
tablet production workshop, pill production workshop
and granule production workshop and gained
knowledge about health care in Summer. The
inheritors of “intangible cultural heritage” of “Xihuang /
Pills” of the Company in Dongcheng District
demonstrated the centenary traditional hand-screening
skills and citizens were invited to experience at first
hand. The event enabled citizens to experience the
“intangible cultural heritage” skills in the
pharmaceutical process up close and feel the
inheritance and development of traditional Chinese

medicine culture. /
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Contributions to Society
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National University Tour of Established Brand Culture

From October to December, the Group participated in the 2nd National University Tour of Established Brand
Culture jointly organized by China Non-Prescription Medicines Association and China Association of Traditional
Chinese Medicine to conduct promotional talks on the development history of Tong Ren Tang, pharmaceutical
ethics, business philosophy, and the history and inheritance of Chinese medicine in 22 well known universities
nationwide, including Guangzhou University of Chinese Medicine and East China University of Science and
Technology, giving students a deeper understanding of the cultural and historical origin of traditional Chinese
medicine as well as the culture and charm of traditional Chinese medicine.
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Alleviating poverty in a targeted way

In April, the Inner Mongolia Branch of Beijing
Tong Ren Tang Xing An Healthcare
Technologies Co., Limited, a subsidiary of the
Company, signed a letter of intent for the
poverty alleviation project with the People’s
Government of Xinlin Town, Jalaid Banner,
Hinggan League, Inner Mongolia. It selected
Chinese medicinal materials grown by local
poor farming households to develop local
Chinese medicine planting industry through
targeted planting and on-demand acquisition,
thereby alleviating poverty in a targeted way.
During the year, the Company purchased a
total of more than RMB8 million in Chinese medicinal materials and helped a total of about 150 poor
households.

Poverty alleviation requires both “blood transfusion” and enhancing “blood-making” ability of local farming
households. To this end, the Company engaged professional lecturers to explain the key production
technologies for traditional Chinese medicine, as well as the planting technology for local traditional Chinese
medicine, including scutellaria baicalensis, divaricate saposhnikovia and red peony, and gave detailed
explanation of the difficulties encountered in the planting and production process of traditional Chinese
medicine to the participants. Through technological training, donation of planting technology books and other
means, it guided and helped local farming households to carry out planting work in accordance with scientific
methods, promoted the sustainability of the development of local traditional Chinese medicine industry, and
smoothly and orderly pushed forward local poverty alleviation.
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Contributions to Society

“Cancer prevention, we are acting!” health promotion activity

In April, the Company and the Anti-Cancer Rehabilitation Club of Kaifeng City, Henan Province jointly held the
promotion activity of “strengthening and restoring health to prevent and fight against cancer” at the Anti-
Cancer Education Base in Kaifeng City. Extensive activities, such as lectures on scientific knowledge of cancer
and health, recognition of local traditional Chinese medicine, traditional Chinese medicine therapy, hand-
making of traditional Chinese medicine honeyed pills and on-site free consultation, were carried out to provide
knowledge on cancer prevention and cancer treatment and deliver to message of healthy life to more than
200 participants.
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“Promoting traditional Chinese medicine culture
and spreading knowledge of traditional Chinese
medicine” voluntary medical service and health
promotion activity

In March, June and September 2019, Beijing Tong Ren Tang
Second Traditional Chinese Medicine Hospital Co., Ltd., a
subsidiary of the Company, conducted voluntary medical
service and health promotion activity, such as consultations on
Chinese and Western medicine medication, blood pressure
measurement, blood glucose measurement and
electrocardiogram, in order to improve physical and mental
health of local residents and facilitate better understanding of
traditional Chinese medicine and health knowledge. During
the activity, medical staff participating in the voluntary medical
service gave targeted and patient answers to the health
problems raised by different age groups, and provided various
health consultation services such as reasonable medication,
family health care, dietary recipe, disease prevention, and also gave relevant guidance on scientific medication.
Such voluntary medical service and promotion of health knowledge enhanced residents” awareness of health
and the ability to prevent diseases, facilitating early detection, early prevention and early treatment of diseases.
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Contributions to Society

“Hugging Spring, sowing green” tree planting in Beijing suburbs

In March, the Company arranged some volunteers to carry out public welfare tree planting activities in Pinggu
District, Beijing City. Through four hours of hard work, dozens of saplings stood neatly in the tree planting
area, adding a vibrant green to the spring of Beijing and contributing to the construction of ecological
civilization of the capital.
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In early 2020, the Novel Coronavirus (COVID-19) epidemic (the “pandemic”) broke out and quickly spread
across the country, seriously threatening the health and safety of the people. As a pharmaceutical enterprise
for prevention and control, the Group earnestly implements the spirit of the relevant instructions of the Central
Committee of the Communist Party of the PRC, the Municipal Party Committee and the Municipal
Government, and actively fights against the pandemic. Under the pressure of transportation difficulties and
rising purchase prices of raw materials and accessories, the employees of the Group gave up the Spring Festival
holiday, resumed production, marketing and logistics and distribution in an orderly manner. As the operation
has been resumed, the Group immediately started and implemented a series of prevention and control
measures to ensure the health and safety of employees, so as to ensure the supply of medicine under the
pandemic.

Since the outbreak of pandemic, the Group quickly established an pandemic prevention and control leading
working group, and held several special meetings on pandemic prevention and control, so as to improve
ideological understanding, increase sense of responsibility, and refine the implementation of responsibilities.
The Group attach great importance to pandemic prevention, actively carry out safety assurance work, and
ensure the safety of employees when they return to work. We also take the initiative to assume social
responsibilities, actively support pandemic prevention and control, and ensure the supply of medicine under
the pandemic.

In addition, in order to support the prevention and control of the pandemic and realize the corporate social
responsibility of state-owned enterprises, the Group donated approximately RMB 5.55 million worth of
Chinese patent medicine products to the Beijing Charity Association and other institutions to help the Party
and the country win the pandemic prevention and control war. In the meantime, the majority of Party
members went to the frontline of community anti-pandemic to meet the needs of local communities and
streets, vigorously commenced work in propaganda of pandemic prevention and control knowledge,
community entry and exit duty, environmental disinfection, etc., and continued to play a pioneering role.
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Unite as one, Fight the Pandemic.
We are taking action!

Precautionary Measures for employees under the ongoing pandemic:

REIEHRR 8 TH &

' MANAGEMENT OF
THE FACTORy AREA:

BEEE :

@
ig

All the staff wear masks and health cards, and implement body
temperature management for all staff;

FEMENE  RFEF BET2ERAER:

Fully disinfect the office area and production area;

Hp AR  AEREZEES

Carry out anti-pandemic propaganda to raise the safety awareness of all

employees.
HEMDEEE Re28R2#EH -

EMPLOyEE CARE:
BETREE:

V

Distribute protective equipment such as masks, alcohol, disinfectant and
anti-pandemic medicines to all employees;
REBETIBWAE  EK HERENERARAESER

Convene meetings by telephone, video and other communication
methods to avoid crowding and protect employees’ health;

REEHFE  RASBATREBHESE  BEAEBERE REEIHE
f2 5%

Extend meal time, avoid group meals and reduce the chance of

infection.
ERGENME  HBHBIEAE  BEGREE
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Coordination of the entire industrial chain to ensure the supply of production raw materials.

REXEHF

I - RIBEERMEHLE

Resume work in advance to ensure the supply of medicines for
prevention and control. The picture shows the production site of
Indigowoad Root Granule (1R B 15 Ba#i ).
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Unite as one, Fight the Pandemic.
We are taking action!
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On 5 February 2020, the “Urban Evening Peak” program of BTV (3t R ER G & R = &K 8 )

reported the resumption of production and work of the Company.

20202 A5H kR EREMBNEEEREHUARREE EIBERHRE -

Undertake responsibilities of
prevention and control, and
strengthen prevention and control
and safety management of the plant.
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Independent Assurance Report

Deloitte. = 2h

To the Board of Directors of Tong Ren Tang Technologies Co. ,Ltd. (the “Board of Directors”):

We have been engaged by the Boards of Directors of Tong Ren Tang Technologies Co.,Ltd. (“Tong Ren Tang
Technologies” or "the company"; Tong Ren Tang Technologies with its subsidiaries, are hereinafter
collectively called “the Group") to perform a limited assurance engagement on the 2019 Environmental,
Social and Governance Report (“ESG Report”) for the period from 1 January 2019 to 31 December 2019.

Responsibilities of the Board of Directors

The Board of Directors is responsible for preparing the ESG report in accordance with Environmental, Social
and Governance Reporting Guide (”ESG Reporting Guide ") issued by Hong Kong Stock Exchange, and its
presentation (including reporting guidelines, limitations, reporting data and relevant identification procedures).

The Board of Directors is also responsible for determining its objectives in respect of ESG performance and
reporting, including identification of stakeholders and material issues that are relevant to these stakeholders;
establishing and maintaining appropriate performance management and internal control systems regarding
the performance information in the report, and maintaining adequate records.

Our Responsibilities

In accordance with the agreed terms with Tong Ren Tang Technologies , we are responsible for the limited
assurance engagement (“Engagement”), performing limited assurance process on the key Indicators in 2019
ESG report, and expressing an opinion on whether there is any material misstatement. This Independent
Assurance Report (“the Report”) is only for the Board of Directors, and for no other purpose. We do not
accept or assume liability to any third parties for our work or the content in this report.

Our Independence and Quality Control

We conducted our engagement in accordance with the independence and other ethical requirements in the
Code of Ethics for Professional Accountants issued by the International Ethics Standards Board for Accountants.
Our firm applies International Standard on Quality Control 1.

Basis of Our Work

We conducted our work in accordance with International Standard on Assurance Engagements 3000:
Assurance Engagements Other Than Audits or Reviews of Historical Financial Information issued by the
International Federation of Accountants. We planned and performed our engagement to obtain all the
information and explanations which we considered necessary in order to provide sufficient evidence to form
conclusions.

Procedures, Scopes and Limitations of Our Work
Our procedures performed include interviewing with the Group’s personnel responsible for collecting,
compiling and presenting the information, analyzing the information obtained, and other procedures relevant
to the collection of necessary evidence. Specifically our procedures include:
o Interviewing the management and staff responsible for collecting and disclosing the information of the

Group, to understand the procedure of identifying stakeholders and major issues concerned by key
stakeholders, and controls relating to preparing the ESG Report;

Tong Ren Tang Technologies Co. Ltd. Environmental, Social and Governance Report 2019
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Independent Assurance Report
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o Based on the ESG Reporting Guide, reviewing whether the key information has been included in the ESG
Report from comparing the sampled original documents of head office with the information in the ESG
Report;

o Establishing acknowledgement of the key ESG indicators regarding the 2019 ESG Report with the Group
to perform this limited assurance engagement;

o Sampling, recalculating and analyzing the Group’s key ESG indicators, reviewing the consistency with
our work results, and the effectiveness of the control on the ESG Report preparation procedure.

Limited assurance conducts process to confirm the credibility of information, and its scope is smaller than that
of reasonable assurance. Our assurance engagement and report will not express an opinion on the
effectiveness and performance of the Group’s management system and procedure, nor interview with external
stakeholders. Moreover, the financial information and figures in the ESG report, is not within the scope of our
assurance work.

Our Conclusions

Based on our work performed, nothing has come to our attention that would lead us to believe that there is
any material misstatement related to the key indicators in the Group’s 2019 ESG Report.

This is translation of the Chinese language version of the Independent Assurance Report. If there is any conflict
between the Chinese and English versions, the Chinese version shall prevail.

Deloitte Touche Tohmatsu Certified Public Accountants LLP
30 March 2020
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