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ABOUT THE REPORT

Report Cycle

Environmental, social and governance report (the “Report’) is an annual
report, and was approved by the board of directors (the “Board”) of Sihuan
Pharmaceutical Holdings Group Ltd. on 24 March 2020.

Abbreviations

In the Report, Sihuan Pharmaceutical Holdings Group Ltd. and its subsidiaries
(within the scope of the Report) are collectively referred to as (“Sihuan

Pharmaceutical’), (the "Group’) or (‘we”) for convenience.

Scope of the Report

The Report covers the achievements of the Group in the performance of
environmental and social responsibilities during the period from 1 January
2019 to 31 December 2019 (the “Year”). Unless otherwise specified, the
Report covers the headquarter of Sihuan Pharmaceutical and its 11 affiliated
production subsidiaries, 3 research and development (‘R&D") institutions, 3
marketing centers and 3 projects under construction of the Year'.

Basis of Preparation

The Report was prepared strictly in accordance with the “Environmental,
Social and Governance Reporting Guide” ("ESG Reporting Guide”) under
Appendix 27 of the Main Board Listing Rules issued by The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

! Production enterprises include: Beijing Sihuan Pharmaceutical Co,, Ltd. (‘Beijing Sihuan”),
Benxi Hengkang Pharmaceutical Co,, Ltd. ("Benxi Hengkang"), Jilin Zhen'ao Pharmaceutical
Co,, Ltd. (Jilin Zhen’ao"), Jilin Sichang Pharmaceutical Co., Ltd. (“Jilin Sichang"), Jilin
Sihuan Pharmaceutical Co., Ltd. (“Jilin Sihuan”), Jilin Jinsheng Pharmaceutical Co., Ltd.
(“Jilin Jinsheng"), Changchun Xiangtong Pharmaceutical Co., Ltd. ("Changchun
Xiangtong"), Jilin Sihuan Aokang Pharmaceutical Co., Ltd. ("Jilin Aokang”), Ambest
Pharmaceutical (China) Co,, Ltd. ("Ambest Pharmaceutical”), Jilin Huikang Pharmaceutical
Co,, Ltd. (Jilin Huikang") and Jilin Shengtong Chemical Co., Ltd. ("‘Shengtong Chemical").

R&D institutes include: Beijing Aohe Research Institute Co., Ltd. ("Beijing Aohe"), Xuanyi
(Beijing) Medical Technology Co,, Ltd. ("Beijing Xuanyi"), and Shandong Xuanzhu Pharma
Co,, Ltd. ("'Shandong Xuanzhu’).

Marketing centers include Tonghua Jida Pharmaceutical Co., Ltd. (“Tonghua Jida"),
Shenzhen Sihuan Pharmaceutical Co., Ltd. ("Shenzhen Sihuan"), and Changchun Jinsheng
Marketing Center ("Jinsheng Marketing").
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Procedure of the Report

The Report was prepared by steps of peer benchmarking, stakeholders
survey, analysis of material issues, information collection, information review,
report preparation, review by the risk management committee of the
Company (the “Risk Management Committee”), approval by the Board,
report publishing, etc.

Principles of the Report

nou

The Report is based on the principles of “Materiality”, “Quantification”,
“Balance” and “Consistency” in the ESG Reporting Guide to ensure that the
Report presents clear, quantifiable and comparative information on the
environmental, social and governance issues of concern to stakeholders.

Forms of Publication

The Report is available in both Chinese and English and is published in
electronic form. You can log on the official website of the Group
(www.sihuanpharm.com) or the Stock Exchange website (www.hkexnews.com)
to get the electronic version.
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FOCUS 2019 — MEMORABILIA

2019

The first self-developed diabetes innovative patented new drug
janagliflozin commenced Phase Il clinical trials in the People’s Republic
of China ("PRC” or “China”).

Being the first company in China that was granted drug registration
approval for compound electrolyte injection (1) (500ml).

Production approval has been obtained for octreotide acetate
injection, ambroxol hydrochloride injection and buflomedil
hydrochloride injection.

Compound amino acid injection (20AA) was granted approval for drug
registration.

Eslicarbazepine acetate received acceptance of first application for
production approval.

Early completion of self-developed patient recruitment for Phase ||
clinical trial in China for patented innovative digestive system drug
anaprazole sodium.

Being the first company in China that has been granted drug
registration approval for “Non-PVC solid-liquid double chamber bag for
ceftazidime/sodium chloride injection”, “Non-PVC solidliquid double
chamber bag for cefodizime sodium/5% glucose injection”,"Non-PVC
solid-liquid double chamber bag for cefodizime sodium/sodium
chloride injection”, and “Non-PVC solid-liquid double chamber bag for
cefuroxime sodium/sodium chloride injection”.

Acquired phase | to Il clinical trial approval for the third generation of
EGFR Inhibitor XZP-5809.

Abstracts regarding clinical trial progress of janagliflozin have been
selected for poster presentation at the American Diabetes Association’s
79th scientific sessions.
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Post-launch large-scale clinical trials of cinepazide maleate injection
were completed with efficacy verified.

Establishment of joint venture with Strides Pharma Global Pte Limited

for supplying and distributing 3 drugs in China.

Drug registration approval being granted for quetiapine fumarate ER
tablet jointly developed with PharmaDax (FoShan) Co.,, Ltd.
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ESG GOVERNANCE SYSTEM

ESG management concept

In 2019, a series of major policies related to the in-depth reform of the
pharmaceutical industry, such as the National Centralized Drug Procurement,
National Catalog of Drugs under Close Monitoring of Rational Drug Use (for
Chemical Medicines and Biological Products) (the “Key Monitoring Drug
List"), adjustment to the National Reimbursement Drug List, have been
introduced to promote China’s pharmaceutical industry to usher in a new
stage of development. “Dedicated in becoming the most competitive
international pharmaceutical enterprise” is the Group’s corporate vision. The
Group focuses on the pharmaceutical sector while conducting strict quality
control, with an aim to provide customers with better, more convenient
products and services. In the environment of radical changes, the Group
accelerates internal organizational reform, improves operating and
management efficiency, strengthens personnel training and promotes
standardized environmental health and safety management to ensure
healthy and sustainable development. Meanwhile, the Group earnestly fulfills
corporate social responsibilities by taking an active role in the development
of community health, environment and economy. To confront COVID-19, the
Group proactively responds to overcome difficulties, speeding up the clinical
trial of favipiravir tablet, integrating and making full use of R&D resources to
explore potentially effective products, thereby defending a healthy and good
life for the people together with all walks thereby life.

ESG management structure

The Group has established an ESG management structure to guide and
co-ordinate the practices and actions of the Group in sustainable
development management.

1. The Board is responsible for the discussion, evaluation and approval of
major risks, major issues, work objectives, information disclosure and
reports involved in the ESG work;

2. The Risk Management Committee is responsible for the preliminary
review, discussion and confirmation of major risks, major issues,
materiality assessment, data information, policy decisions, annual
reports and other specific ESG work items before being submitted to
the Board;
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ESGT{E » RIS AEREBEER L » MY ESG work, cooperating with relevant functional centers and subsidiaries
B AR REESGEIE S EEERE to carry out ESG data statistics and information collection, and ensuring
TE REBEESGE BB BRI KM the timeliness, completeness and accuracy of ESG information
TR EEREM & disclosure; and

NEBBALERFT - B ATRERIT 4 The functional departments and subsidiaries of the Group earnestly

ESGHBERSE  BEAREEGE implement the management policies regarding ESG and carry out all
BIfE MAESCHEEETIE & ESG work in a cooperative manner to strengthen the ESG data
BB FER I ERT - management and implement the routine data collection mechanism.
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Organization structure of Sihuan Pharmaceutical for ESG work
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The Board
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ESG management policies

In 2019, the Group formulated the "ESG Management Measures of Sihuan
Pharmaceutical’, which clarified the ESG work management structure and
segregation of duties, work procedures, performance appraisal and other
contents to provide institutional guarantee for promoting the orderly
implementation of ESG work and improving the quality of ESG information
disclosure.

ESG performance appraisal

The Group has set up the ESG management performance appraisal
mechanism, which clarified the appraisal objects, indicators and frequency to
strengthen ESG data management and let them pay more attention to the
ESG work.

The accuracy, completeness and timeliness of ESG data are the core appraisal
indicators for subsidiaries. The persons in charge of subsidiaries shall conduct
quarterly appraisal on their ESG data administrator and data supply
department. The ESG Working Team will conduct appraisal on subsidiaries,
and the appraisal results will be incorporated into the annual performance of

FEEMKE  ERIEZEHENMERED the persons-in-charge of subsidiaries for not less than 5% of the total score.
79 5% ©
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COMMUNICATION WITH STAKEHOLDERS

Promotion of regular communication with stakeholders

The Group attaches great importance to the communication with
stakeholders. We continue to build diversified communication channels with
internal and external stakeholders to proactively respond to the demands
and expectations of all parties and work closely with stakeholders to promote

sustainable development.

BEEE

Issues of concern

BILTE

Observing disciplines and laws

HEN TR

Promotion of local employment

ZYnrREE

Drug safety and quality

BT RHRE

Protection of employee rights and
interests

AT R BB B GERR

Talents attraction and team building

BREE

Clean production

IKER{E A B Ef K e

Use of water resources and water-saving
measures

LIp e

Financial performance

CEAFERT

Sustainable profitability of the company

RBEREAREER

Anti-corruption and internal control
management

ZREBER

Multi-channel communication

EY I EREIR

Drug R&D and innovation

BEEELR

Ways of communication and respond

IR

Regular visits and communication
ERRE

Information disclosure
ETHRES

Conduct of surveys and supervision

BMEERE  PHRERFHENEFARRBEFAE

Release of results announcement, interim report and annual
report, convening of shareholder's annual general meeting

ARESRE

Daily information disclosure

BUHREERRE

Establishment of new media communication channels

REAME
Improvement of profitability
A
Announcement

MEEEEREBERAD D 09

R e RkERME2019
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Stakeholders

BF/ D

Customers/distributors

8T
Employees

HEmESERH

Suppliers and partners

ES
Industry associations

HERAR
Community and the public
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HErEE

Issues of concern

BYLrRES

Drug safety and quality

TR RE

Combat against counterfeit medicines
B Al

Drug R&D and innovation
BREEH

Responsible marketing

RER TN

Greenhouse gas ("GHG") emission

BERERERS

Occupational health and safety

BYLrRES

Drug safety and quality

B TREHRE

Protection of employee rights
and interests

BIEARIER

Compliance with employment laws
and regulations

HEBRERUSRRER

Environmental and social risk control of
the supply chain

B A

Drug R&D and innovation

BYLrREE

Drug safety and quality

HIKERIRERA R

Wastewater treatment and legal emission

By B A

Drug R&D and innovation
ENLrHEE

Drug safety and quality

TR RE

Combat against counterfeit medicines

HE2ERREEY

Community involvement and charitable
activities

HEI AR

Promotion of local employment

BRI REE

Care for community health

BEOELN

Ways of communication and respond

EREE
Health campaigns

BRI OMELR

Customer service center and hotline
EFPmEERE

Customer satisfaction survey

BERFPERYE

Construction of customer communication platform
EHEE

Regular visit

8T

Staff training

BIERg

Staff Communication meetings
BEIMERD

Employee care activities

NEAT

Internal publications

AR

Review and assessment

MR A

Exchanges and discussions
AFBBEEE

Daily communication and dialogue
KERITAR

Lawful execution of contracts

S2HEITRHEIE

Participation in trainings arranged by industry associations

SETEMHRMA
Participation in industry seminars and exchanges
HEHEB A

Cooperation of relevant projects

FEAZRIER
Organization of charitable projects

izl P
Participation in community building
EEEE

Health campaigns

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2019



RE - L8 MERRS

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

—E-NFEEEMBENE
MREESEEZEHTELRBLT

£5= ‘/F %EE%EJ
BEITEHIE - DWITEESGERE
,%5 AP EITEMRENEE S -
ENAEBIR BT - HREFTW
ESGHERS| - AT EARAEEH

2
EA o

AR

B=X  BEHF

BB IR B 300 F 25 AR BE 77 2 B R A
Me AMBETEFS W% 8
T H{ER - 2R/ DB BZPT%B
PRI 5 AERETT - HER =T —
F o FERBUTE BF‘EJ—*E?'J:@WF%E
A MERAEEHESERETD
i SHEEEEEHF -

|IF

B=X . BEFH
AEEEEEHERURERITE
1TEZ

EE - EERE

REEZUZEDTER  BEAR
THREEH  REAFEREER
1EAERE -

Determination of 2019 material issues

Sihuan Pharmaceutical adopts the following steps to determine material
issues:

Step 1: Recognition of issues
Material issues related to the industry are recognized by peer
benchmarking and analysis of the industry’s ESG management focuses.
Determine issues applicable to the Group based on the Group's
existing business in accordance with the ESG Reporting Guide of the
Stock Exchange.
A pool of issues is formed.

Step 2: Prioritization of issues
More than 300 stakeholders are invited to participate in a survey by
questionnaire, which covers five types of stakeholders: the Board,
internal staff, suppliers, customers/distributors and regulators.
Regulators is added as a new type of stakeholder as compared with
2018.
The results of the questionnaire survey are analyzed using the
weighted summation method to figure out the priority of the material
issues.

Step 3: Review of issues
Management team of the Group reviews the material issues and the
prioritization.

Step 4: Disclosure of issues
The key points of the Report based on the results of the material issue
analysis are determined and the material issue matrix of the Year is
compiled.
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The followings are the materiality evaluation results of 2019.

B2 EREE
Materiality matrix
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Materiality to business
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Environment category

REHR ER#E
Environment category Employment category
AKERIEERA RN BMEREEZS

Wastewater treatment and legal emission
BREREENER

Hazardous waste management

Occupational health and safety
BERRER

Compliance with labour legislation

BERER and regulations

Air pollutant management BIEIRERKE
BEREHN Staff training and development
GHG emission opportunities
RIREREEERE AT RN RS

Mitigation of and adaption to climate change

REPMES

Protection of animal rights

BREE

Clean production

KEIREE A REKEE

Use of water resources and water-saving
measures

BN AERERMRIRE

Reasonable use of packaging materials and
reduction of waste

REREER

Management of energy consumption

RERRE

Green office

12

Talents attraction and team building

BTRHRE

Protection of employee rights and
interests

SRLETERE

Diversity and equal opportunity

e R

Compensation and benefits
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Employment category

Operation category

2EGR

Operation category

EmRTRES

Product safety and quality

e R Bl

R&D and innovation

REANBERE

Protection of intellectual property
rights

EPERRZERIRE

Customer information security and
privacy protection

EPREmE

Quality of customer service

BEEH

Responsible marketing

HERER

Supplier management

HERRE R ERRER

Environmental and social risk control
of the supply chain

REHENEER

Anti-corruption and internal control
management

RREIIREE

Integrity training and publicity

Community category

HEHE

Community category

TEMARE

Promotion of local employment

BEHRRER

Care for community health

HERBERRAGHED

Community involvement and
charitable activities
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Material ESG issues of 2019

& B R N1 I8
Anti-corruption and internal control management
EmZTEES
Product safety and quality
i & BlIET
R&D and innovation
REE FN B EE
Protection of intellectual property rights
BREE
Clean production
IKEIRIE A B A 7K 7
Use of water resources and water-saving measures
BEARIER
Compliance with labour legislation and regulations

B EERHEEILIRE
Customer information security and privacy protection

BT ERES
Staff training and development opportunities

BEFRGmE

Quality of customer service

IRIE

Ih%%?ﬂ%"%lﬁ
N /ia & E/ 2 R

PR
Category

R&A
Anti-corruption

EmAE

Product responsibility
EmEE

Product responsibility

EmAE

Product responsibility

BIREA

Use of resources
&R
Use of resources
4 TR
Labor standards

EmAE

Product responsibility
R R

Development and training

EmAE

Product responsibility

R2S 13
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Materiality of issues  Prioritization Material ESG issues of 2019
BZ 11 HrEmeEe
Material Supplier management
12 BEEEH
Responsible marketing
13 BMERERMESRE
Reasonable use of packaging materials and reduction
of waste
14 BE@miEzs
Occupational health and safety
15 H7KBRIR B A R BE IR
Wastewater treatment and legal emission
16 BEEREYER
Hazardous waste management
17 FERE TR
Air pollutant management
18 AT IR L B B B
Talents attraction and team building
19 HEERE R AR EE
Environmental and social risk control of the supply chain
20 BRRIEIEHEE
Integrity training and publicity
21 BEREE IR
Management of energy consumption
22 B REBBEN
GHG emission
23 RERNE
Green office
24 SR E LR AR BLE
Mitigation of and adaption to climate change
25 B THRRE
Protection of employee rights and interests
26 LTSRS
Diversity and equal opportunity
27 ¥ B 4% R
Compensation and benefits
28 eI R
Promotion of local employment
29 AR EE
Care for community health
30 HEZSER AR
Community involvement and charitable activities
31 RS s
Protection of animal rights
14 SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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P s
Category

g EIE

Supply chain management

EmEE
Product responsibility
BIRER

Use of resources

BERLE
Health and safety

308

Emissions

2906

Emissions

306

Emissions

&l

Employment

HrEgEER

Supply chain management
R&ES

Anti-corruption

BRER

Use of resources

2906

Emissions

BRER

Use of resources

2906

Emissions

(=5

Employment

(=

Employment

(=
Employment
HEREE
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Compared with the results of the material issue assessment of 2018, the core
issues of 2019 still focus on product safety and quality, R&D and innovation,
intellectual property protection and other operational areas. Meanwhile,
stakeholders pay special attention to the Group’s management in anti-
corruption and internal control in 2019. The Group will elaborate on the key
issues in the following sections as a response to stakeholders’ concerns.

In order to better demonstrate the key concerns of stakeholders, the Group
has integrated their opinions expressed in all the questionnaires to form the
following Keyword Cloud chart:
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BEING INNOVATIVE AND DRIVEN TO CARE FOR PUBLIC
HEALTH

Sihuan Pharmaceutical has always been adhering to the corporate spirits of
concentration, focus, professionalism and win-win, and endeavors the
practice on corporate mission of innovatively serving human health. Today,
the Group has won the recognition of all walks of life and expert users by
virtue of its strong R&D strength, sound quality management system, unique
marketing model, professional services and strict supply chain management,
while established the professional brand image of Sihuan Pharmaceutical.

R&D and innovation to improve core competitiveness

The Group has always regarded drug R&D as “the core of businesses and the
soul of the organization”, and is committed to providing more healthy
resources for public and improving the accessibility of drugs. Under the
guidance of a clear R&D strategy, the Group has continuously improved its
R&D management system to focus on the three major areas of cardio-
cerebral vascular ("CCV") diseases, oncology and diabetes which achieved
significant R&D results.

R&D management

Innovation and R&D constitute the cornerstone of Sihuan Pharmaceutical’s
core competitiveness. The Group has formed an international R&D layout and
developed comparatively strong R&D capabilities. It has established 4 R&D
institutions and gathered more than 600 scientists and R&D personnel
abroad, which are committed to the R&D of innovative patented drugs and
generic drugs:

16 SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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San Francisco
R&D Center

R&D focuses:

+  Tumour immunotherapy
drugs, including small
molecule drugs,
antibodies, and
biomacromolecule drugs
like fusion proteins
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Xuanzhu Innovative
Drug R&D Center

R&D focuses:

« Innovative small molecule

drugs, mainly cutting-
edge innovative drugs
for areas such as
anti-infectives,
cardiovascular
metabolic disease,
oncology, nervous
system disease, etc.
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Beijing Aohe
Research Institute

R&D focuses:

+  Mainly R&D of
first-to-market generic
drugs and new
preparations, including

drugs for critical diseases

such as CCV drugs,

oncology drugs, digestive

system drugs,
psychoneurology
drugs, etc.
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Clinical Development
Center — Established

in 2019
R&D focuses:

« Carrying forward the
clinical research of all
Type 1.1 innovative
drugs, generic drugs and
marketed drugs
independently developed
or introduced by the
Group. The Center has
more than 50 clinical
projects that are currently
underway
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In addition to the above R&D institutes, some subsidiaries also undertake the
R&D role:

Jilin Huisheng focuses on the development of diabetic products, and
has made two-way efforts in the fields of biological drugs and chemical
drugs. It has now formed an R&D layout covering a number of
products;

Jilin Sihuan has launched the investment in and construction of the
solid oncology drug production workshop to be fully prepared for the
oncology R&D project; and

Several neuropsychiatric products such as levetiracetam tablet
manufactured by Beijing Sihuan are waiting for approval, which will
soon benefit a large number of patients.

The Group formulates and implements the entire R&D-process management
from project establishment to completion in order to standardize the
implementation of R&D projects and improve R&D efficiency. All trials in the
process of drug development are in compliance with relevant national
standards. Human clinical trials are in compliance with quality management
specifications for drug clinical trials, and research work carried on animals is in
compliance with relevant regulations for experimental animal management.

R&D progress

With the further promotion of healthcare reform, it is expected that China’s
healthcare reform will continue to deepen. Policies focusing on the reform of
optimization of drug approval system, adjustment to the National
Reimbursement Drug List, the National Centralized Drug Procurement and
the Key Monitoring Drug List are expected to be pushed forward and
accelerate resource consolidation and revolution of the pharmaceutical
industry.

Facing new landscapes and new challenges, the Group strives to solidify its
operation fundamentals to drive its short to mid-term growth by speeding
up drug R&D and product launch and focusing on laying the foundation in
key areas, most of which are now producing ground-breaking results after
years of dedications and, in turn, boosted the Group's capabilities for long-
term development.
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During the Year, the Group has deployed the following main strategies:

Propelling R&D projects progress: Propelling the R&D of innovative
drug and generic drug to raise the Group's profile in major therapeutic
areas, achieving breakthroughs for several projects;

Targeted marketing management: by expanding sales network,
accelerating the development in primary markets, enhancing academic
promotion and evidence-based research for existing products to fully
realise potential of its products; and

Optimizing product resources: by improving the quality of its overall
product portfolio, through proactively seeking opportunities of
investment, mergers and acquisitions as well as international
collaboration.

ZE-NEF - RBERBEEEIRARLL L In 2019, expenditure for R&D and relevant activities increased by 45.7% to
Fa57% = ANRET770B BT HAE approximately RMB777.0 million, representing 26.9% of the total revenue of
[ 02 2 3 45 B ) 26.9% © the Group.
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The first self-developed patented new drug janagliflozin, an anti-
diabetic drug, commenced phase Il clinical trials in China and is
currently progressing well. 3 abstracts regarding phase | clinical trial
progress of janagliflozin have been selected for poster presentation at
the American Diabetes Association’s 79th scientific sessions.

Birociclib, a self-developed patented innovative oncology drug,
achieved breakthrough progress in phase | clinical trial in China.

Phase | to lll clinical trial approval in China for the third generation of
EGFR inhibitor XZP-5809, a self-developed innovative drug, has been
obtained.

Phase Il clinical trial of benapenem, China’s first innovative
carbapenems antibiotics, has been initiated in multiple clinical trial
centers in China.

Acquisition of all interests and intellectual property right of plazomicin,
a new generation of aminoglycoside antibiotics, in the Greater China
Region.
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Application for the production approval for anti-epileptic drug
eslicarbazepine acetate tablet has been accepted. Currently, the Group
is the first and only domestic enterprise that submitted application and
received acceptance for production approval for this drug in China.

Phase lll clinical trial in China of anti-diabetic drug insulin analogue
(insulin aspart, insulin aspart 30) are progressing well.

Compound amino acid injection (20AA) was granted approval for drug
registration.

Compound electrolyte injection was granted for drug registration and
has been launched to market.

Non-PVC solid-liquid double chamber infusion soft bag (including
ceftazidime, cefuroxime and cefodizime) has been granted drug
registration approval. The Group is the first and only pharmaceutical
manufacturing company that has been granted drug registration
approval for solid-liquid double chamber injection of this series of
drugs in China.

Post-launch clinical trials of cinepazide maleate injection were
completed with verified efficacy for the treatment of acute ischemic
stroke.

Drug registration approval granted for quetiapine fumarate ER tablet
jointly developed with PharmaDax (FoShan) Co., Ltd..

Commencement of phase Ill clinical trial in the PRC for self-developed

innovative patented drug anaprazole sodium.

Production approval granted for rivastigmine capsule, the first drug in
the PRC passing consistency evaluation.

Production approval was granted for levetiracetam tablet.

The first registration approval was granted for midazolam oromucosal
solution in the PRC.

Azithromycin tablet participated in the second round of National
Centralized Drug Procurement and has won the bid.
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The Group pay special attention to communication and cooperation with
industry research partners. In 2019, the Group actively promoted the post-
launch re-evaluation of key products, and carried out preclinical experimental
research with Tiantan Hospital, the Institute of Botany of the Chinese
Academy of Medical Sciences and the Institute of Medicine of the Peking
Union Medical College to make clear the mode of action of certain products.
Currently, 5 basic studies have been completed, and 2 projects are in
progress.

The Group actively collaborates with many top Chinese hospitals such as the
First Affiliated Hospital of Sun Yat-sen University, Tiantan Hospital, General
Hospital of the Army, Beijing Hospital, First Affiliated Hospital of Anhui
Medical University, First Hospital of China Medical University and Hebei
Provincial Children’s Hospital to carry out 8 post-launch clinical studies on
efficacy and safety, and has published one Science Citation Index article, 5
articles in core journals and submitted 2 articles for acceptance.

Meanwhile, Xuanzhu Innovative Drug R&D Center maintains close
collaboration with multiple established corporations and universities on pre-
clinical pharmacy and evaluation of pharmacology and toxicology. For
example, the cooperation with Tianjin University in study of salt compounds
and crystal filtering; conduct chronic toxicity and carcinogenicity test with
National Chengdu New Drug Safety Evaluation Center; undertake
pharmacodynamics assessments with WuXi AppTec.
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On 29 August 2019, the 6th China Pharmaceutical Industry Conference held by Clarivate, the world's leading professional
information service provider, kicked off in Beijing. More than a hundred industry leaders gathered at the scene to jointly explore
the status of the pharmaceutical industry in China under transformation. Sihuan Pharmaceutical was listed on the “Most
Innovative Pharmaceutical Company in the Asia-Pacific Region”.
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Protection of intellectual property

Effective protection of intellectual property (“IP”) rights is an important
guarantee for enterprises’ R&D and innovation. Based on the characteristics of
different fields of pharmaceuticals such as innovative drugs and generic
drugs, the Group adopts a strategy of an all-round IP layout that combines
technology with R&D progress, core technology with peripheral technology,
active protection with defensive disclosure, patents protection with trade
secrets, forward layout and backward layout and trademarks with copyrights
to provide products with comprehensive, long-term and strict IP protection.

By the end of 2019, subsidiaries of the Group had submitted more than 800
patent applications in aggregate, of which more than 300 are validly
authorized and maintained by the National Intellectual Property
Administration of the PRC, and more than 80 by other countries or regions.
They had also submitted more than 90 Patent Cooperation Treaty
international applications® In the fields of fast moving consumer goods such
as medical aesthetic and food for special medical purposes, subsidiaries of
the Group had filed 1,013 applications for trademark registration, of which
656 were granted approval for registration, and 12 were granted copyrights.

The IP Department is the centralized IP management department of the
Group. Each subsidiary establishes a patent affairs department or appoints a
person in charge to coordinate the management, implementation,
supervision and coordination of various IP rights.

The protection of IP rights requires the participation of relevant functional
departments. The IP Department of the Group regularly organizes special
business trainings to strengthen relevant personnel’s awareness and
knowledge of IP protection and management.

Only applications submitted to World Intellectual Property Organization are counted,

excluding applications that had already entered the stage of state approval.
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On 19 October 2019, key staff of the Group's IP Department participated in the “Sino-US Patent Litigation Hotspot Forum”
hosted by the Law School of Peking University, where they learned about the US patent litigation system and exchanged
opinions about hot topics related to domestic pharmaceutical companies’ “going global”. Managers of the Group'’s IP
Department got familiar with the US IP court trial process and necessary procedures at the forum, and became better prepared
for the Group's overseas IP protection.
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magEZ REEREENRE Strengthen management and control to ensure product quality and
safety

MR RAERSE RN EBERRE Sihuan Pharmaceutical understands that product quality is the foundation for
MIRE - REBERBRE(FEALLME enterprises’ sustainable development. The Group strictly complies with the
BREHI) (BEREEEEEEILI R PRC laws and regulations such as the “Pharmaceutical Administration Law of
(R tEEEEEHEFT) SRR EEE the People’s Republic of China”, the “Measures for the Supervision over and
g THT=E=2ETIEREER  MNABRH Administration of Pharmaceutical Production” and the "Good Manufacturing
BRITER TEET - RN SEZEE Practices for Pharmaceutical Products”, continuously optimizes the quality
EEGNEATEAPEMERER  BEE management system construction, strengthens the R&D technology transfer
MAZEEENL2IRE2EENARE - working mechanism, and continues to consolidate the pharmacovigilance
system covering the full life cycle of products, so as to provide
comprehensive and effective guarantee for patients’ medication quality and
safety.
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5 CAPA: #} IE F0 78 Bj #& fE (Corrective Action and
Preventive Action)

Establishment of quality management system

The Operation Management Center of the Group is responsible for
supervising and guiding the pharmaceutical production of each subsidiaries
to ensure compliance with the Good Manufacturing Practices ("GMP”)
regulations and appropriate operation of the safety and quality management
system. The person-in-charge of each subsidiary directly leads their quality
management team. The respective quality departments establish quality
management systems that meet the GMP requirements with a
comprehensive quality management documentation system, dedicated for
its quality management.

The Group implements overall quality risk management according to the
GMP for pharmaceutical products and the “Quality Management System: GMP
Guidelines for Drugs”, conducting risk identification, analysis and evaluation,
implementing risk classification management, developing corresponding risk
control measures and regularly reviewing the effectiveness of these
measures.

The Group attached importance to the improvement of the quality system.
The Operation Management Center leads the management of the quality
system, especially the change control, deviation and CAPA® in the quality
system. It plans to gradually improve the quality management system level of
subsidiaries and optimize the management of “risk of bias” assessment,
change control process and CAPA management to fully guarantee the
authenticity, integrity and reliability of quality data.

Management and control of production and finished product quality
Subsidiaries of the Group set up quality assurance, quality control and
verification departments under the quality department. In order to strictly
control product quality, these departments will review raw materials,
production processes, quality, documentation and other matters related to
products quality. Each batch of finished products is subject to sampling
testing. Reports on the examined products will be issued following the
testing. For the defective products, the Group has put in place and
implemented the “Defective Product Management Procedures”. Corrective
measures will be taken in time following necessary analysis to prevent
recurrence pursuant to the “Corrective and Preventive Measures Management
Procedures”.

: CAPA: Corrective Action and Preventive Action
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The Group oversees the quality management operation of subsidiaries
through on-site audits and regular reports.

Routine quality audit: Comprehensive evaluation will be conducted on
the operation of subsidiaries’ quality system annually or once every two
years of different subsidiaries to find out whether there are systemic
risks in the enterprise;

Unannounced inspection: Urge enterprises to maintain production and
quality management in strict compliance with GMP standards by
unannounced inspection. Focus on checking for possible defects or
abnormalities during production and quality management process of
the enterprise, and request timely rectification; and

Special audit: R&D products are usually subject to a one-off special
audit before the production site inspection made and based on the
timely rectification of problems identified in the audit.

Deficiencies and suggestions are put forward for the findings, and relevant
subsidiaries are required to formulate and implement rectification plans
within required time. The rectification plan and rectification report are
submitted to the Operation Management Center of the Group for review, and
re-rectification may be required.

Each subsidiary submits a monthly quality report from all aspects of “Man-
Machine-Material-Method-Environment” to the Operations Management
Center of the Group to report on the quality management situation. In
accordance with the requirements of the quality management system,
subsidiaries conduct retrospective analysis on product quality management
every year to form a report for review by the Group, and hold internal review
meetings to formulate the following year’s improvement plan, so as to
achieve continuous improvement and optimization of quality management
and assurance for patients’ medication safety.
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Pharmacovigilance system

With the rapid internationalisation and shift towards refinement of national
pharmaceutical monitoring, “pharmacovigilance” has become one of the
current concerns of pharmaceutical monitoring. The Group is extremely
concerned with drug safety and monitoring. Through continuous safety
monitoring and risk management, it provides doctors and patients with the
latest product information in a timely manner to help them understand the
practical information of the products, so as to achieve dual assurance for
"effectiveness” and “safety” of drugs.

In order to build an integrated pharmacovigilance system from the Group to
subsidiaries, the Group has formulated and implemented more than 20
pharmacovigilance policies and process documents in accordance with laws
and regulations such as the “Pharmaceutical Administration Law of the People’s
Republic of China" and the "Direct Reporting System of Adverse Drug Reactions by
Market Authorization Holders". These documents cover a series of issues
including adverse drug reactions, safety data evaluation, determination of
product safety characteristics, continuous risk/benefit judgement, and
formulation and revision of product safety documents such as instructions,
etc. Meanwhile, the Group has formulated policies including the “Collection
and Processing of Post Marketing Adverse Drug Reactions” and the “Management
Policy for Pharmacovigilance Training of the Group” as standard guidance for
the subsidiaries.

The Pharmacovigilance Department of the Group pays close attention to the
update of external regulatory requirements, and continuously and effectively
collects safety data through pharmacovigilance hotlines and digital platforms.
We also closely monitor and report on adverse reactions to achieve
nationwide interconnection and information sharing and striving to assure
product safety and patient’s health.

To ensure the accuracy and compliance of the safety information in the
product instructions and labels, the Group's Pharmacovigilance Department
proactively makes updates to the content of safety information based on the
results of post-launch drug safety data analysis and in compliance with the
Group's “Drug Instruction and Label Safety Information Update Procedures”. In
response to the revision requirements of the State Drug Administration, the
Pharmacovigilance Department evaluates the items to be updated in a timely
manner and makes updates as required. When the modification is done, the
Pharmacovigilance Department arranges trainings for relevant marketing and

RHEEFEAERE  REHRBKLEHE- sales personnel, so that they fully understand the revised content and
communicate with medical staff in a timely manner to ensure safe clinical
medication.
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Drug recalls

The Group has standardized the identification, investigation and evaluation of
drug safety hazards and the implementation, processing, tracking and data
filing of drug recalls by formulating the “Standard Operating Procedure:
Management of Drug Recalls” in accordance with the “Administrative Measures
for Drug Recalls”, other laws and regulations and relevant state administrative
policies. The Group organizes drills at all levels to carry out recall simulation
exercises on a regular basis to ensure the effective and rapid response of the
recall system in emergency situations to protect the interests of patients.
During the Year, no report of serious adverse drug events was recorded, and
no large-scale drug recalls occurred.

Attentive care and focus on customer service quality

Sihuan Pharmaceutical has always been customer-oriented. We focus on
providing customers with speedy and friendly services to improve customer
satisfaction through continuous improvement. Meanwhile, the Group actively
participates in industry academic exchanges to present our prestigious and
professional brand image through exchanges with the industry, and is
committed to develop long-term cooperation with customers to promote
health care.

Marketing compliance

The Group organizes drug sales in strict compliance with the requirements of
the “Pharmaceutical Administration Law of the People’s Republic of China”, the
"Good Supply Practice for Pharmaceutical Products” and other laws and
regulations. In accordance with the requirements of the Group's “Agreement
Management Practice”, all cooperative dealers must sign a distribution
agreement, and the counterparty signing the cooperation agreement must
be drug trading enterprises that meet national standards and the
requirements of laws and regulations pertinent to pharmaceuticals. A
"Distributor Compliance Commitment” shall also be signed simultaneously.

The Group conducts special audits on marketing compliance every year,
including special reviews on the original agreements, shipping contracts,
shipping information, return and exchange details, pricing and price
adjustment documentation, collection and payment of security deposits and
other information and accounting records. Suspicious marketing documents
will be reviewed to ensure compliance with laws and regulations.
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Provision of high quality services

Sihuan Pharmaceutical is committed to providing customers with one-stop
butler service. We carefully listen to customer feedbacks and treat customer
with care.

The Group maintains smooth communication with customers and customer
needs in a timely manner. Prior to delivery, the commerce staff will
communicate with customers about the medications in hospitals to better
understand their actual needs. The shipping details were forwarded to
customer service to help them place order and deliver goods as soon as
possible. After delivery, the customer service center will provide daily
shipment data to the commerce department for each province on the same
day so that commerce staff can follow up on the logistic progress and
delivery status on time and ensure that the customer needs are promptly
dealt with.

The Group has established an efficient customer complaint handling
mechanism to strictly control the processing time of general customer
complaints within three days and the processing time of complicated
customer complaints within one week. When necessary, the supervisor or
manager may contact the heads of the departments direct to promptly
handle various customer requests. During the Year, the Group did not receive
any major compliant from customers.

The Group is committed to improve the efficiency and quality of customer
service. We continuously improve internal customer service management by
clearly defining the scope of work and segregation of duties and optimizing
the work processes. The Group has a separate sales training department,
which is responsible for the business skills training on sales techniques. In
addition to regular classroom training, quarterly internal staff sharing sessions
were organised to exchange professional knowledge and communication
skills, so as to continuously improve the overall capabilities of sales staff. For
new recruits, orientations are arranged to explain product-related
professional knowledge and academic promotion methods. For external
agents, centralized face-to-face training and regional face-to-face training are
provided to get them familiarize with the corporate culture and product
knowledge and equip them with sales-related problem solving techniques, in
order to accelerate the marketing of the Group’s products and brands.

During 2019, a total of 1,887 hours training was provided to sales staff with
drug-related professional knowledge and comprehensive business skills.
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Information security and customer privacy protection

The Group strictly complies with the requirements of laws and regulations
such as the “Cybersecurity Law of the People’s Republic of China” and the
"Provisions on Protecting the Personal Information of Telecommunications and
Internet Users”, to adopt data backup, hierarchical management of account
access, file encryption and other measures to ensure data security in an all-
round way. Meanwhile, the Group implements Internet security management
in accordance with the principle of “who owns, who is responsible”. Persons
in charge complete ICP* filing in accordance with relevant regulations of
public security agencies to enhance website security management and
protection and prevent cybersecurity incidents such as web page tampering,
embedment of backdoor Trojans and citizen personal information theft.

Employees of the Group must sign a “Confidentiality Agreement” prior to
employment, which will be updated in a timely manner in accordance with
any change of job position to ensure the security of customer information.
Authorized employees shall not disclose login information. For leakages of
customer information, the Group will issue warnings, serious warnings,
demotions, pay cuts or even terminate the labor contract with the employees
involved and their supervisor based on the severity of the incident according
to policy.
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The Group pays special attention to the training and education of information security, and constantly strengthens the
awareness of internal staff on information security and customer privacy protection. On 29 October 2019, Sihuan
Pharmaceutical hosted a conference on “Introduction of Information Technology Solutions and Information Security”, with a
total of 35 participants including Information Technology (“IT”) personnel of the Group. During the conference, the IT Director
of the Group introduced the problems in information security faced by the Group, the information security system and the
construction path, and explained in detail the measures and requirements for ensuring information security. The conference
promoted the establishment of information security risk review mechanism. By identifying the potential risks in existing
information security system and countermeasures, the conference optimized the information security emergency response

mechanism of the Group, and improved the ability of relevant personnel to tackle information security incidents promptly.
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STRENGTHENING SUPPLY CHAIN MANAGEMENT
THROUGH GREEN PROCUREMENT

Sihuan Pharmaceutical strictly complies with laws and regulations such as the
"Bidding Law of the People’s Republic of China” and the "Government
Procurement Law of the People’s Republic of China”, and implements
management systems such as the “Supplier Management Protocol” and the
"Centralized Procurement Management Protocol” to assess supplier admission
and evaluation, ensuring the quality of products and services. The Group
highly values suppliers’ environmental and social performance and actively
promotes the development of green supply chain.

Supply chain management

Subject to the principle of “fair bidding with priority to quality”, the Group
implements a centralized and classified management mechanism for
suppliers to improve supplier management efficiency and effectiveness,
while ensures the quality and safety of drugs from the source.

The Group's supplier management process is set out below:

Supplier sourcing: The Group actively carries out supplier sourcing and
conducts reference check and qualification review of comparable
suppliers to ensure that their production capabilities and technological
levels meet the Group’s benchmarks;

Supplier admission: The Group reviews samples provided by
comparable suppliers, and for material suppliers closely related to
pharmaceutical production, sample detection, supplier audit and small
batch test are required; suppliers who passed the three reviews above
can be included in the Group’s qualified supplier list; and

Supplier assessment and evaluation: During the contract period,
ongoing monitoring on suppliers’ quality standard, supply lead times
and cooperativeness are reviewed, and defects are responded to
suppliers, urging them to improve the quality and service and ensuring
raw materials are delivered in required quality and quantity. The
Group's procurement department is responsible for the annual
assessment of suppliers. Based on the assessment results, suppliers are
rated into four levels: excellent, good, average and poor, with
respective rewards and punishment policies. Suppliers who are rated
as poor in annual assessments, provide products with serious quality
problems, breach the contracts and violate the bidding requirement
prominent are required to take rectification action within a definite
period or will be blacklisted directly.
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The Group highly concerns on the safety and environmental compliance of
suppliers. During the bidding process, suppliers are rated in areas of
environmental protection and employees health and safety management.
Suppliers received authentications in environmental management system or
the occupational health and safety management system are preferred. In
daily procurement, management of supplier environment and work safety is
supervised to fully evaluate relevant risks, and avoids partner suppliers from
being affected by relevant national policies. Suppliers who provide products
with significant quality issue or cause major safety and environmental hazards
will be eliminated by the Group.

In 2019, the procurement management department took various measures
to improve supply chain management, including minimizing risks with
materials procurement by formulating risk reduction plans; and optimizing
supplier management mechanisms, including classification of suppliers,
supplier admission flow chart, requirements for supplier qualification review,
supplier evaluation criteria, and procurement approval process, so as to
continuously improve the quality and efficiency of the Group’s procurement
process.
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Communication with suppliers

The Group maintains regular communication with suppliers through
meetings and visits, online communication, supplier visits and review;
regularly organizes supplier trainings and technical seminars, and actively
participates in professional exhibitions and forums.

In 2019, the Group participated in large-scale events such as industry
expositions and academic forums that covered topics such as raw and
auxiliary materials, pharmaceutical equipment and packaging materials, that
gather leading suppliers of the industry in PRC and abroad, this helped the
Group to conduct supplier sourcing, reduce the risk of material supply from a
single source and continuously expand the supplier database.
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The Group'’s procurement management department participated in the
57th China National Pharmaceutical Machinery Exposition (2019 Spring)
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MAINTAINING SAFETY AND ENVIRONMENTAL
PROTECTION TO CREATE A HEALTHY ECOSYSTEM

The Group upholds the concept of sustainable development, adheres to the
environment and safety management policy, and continuously strengthens
the environment, health and safety ("EHS") system, thereby gradually
improve the EHS structure, system construction, capabilities and
performance.

Improving EHS management mechanism

The Group strictly abides by relevant laws and regulations for safety
production and environmental protection, these are the Environmental
Protection Law of the People’s Republic of China, the Work Safety Law of the
People’s Republic of China, and the Law of the People’s Republic of China on
Prevention and Control of Occupational Diseases, to improve internal
construction and management requirements, and strengthen all employees’
EHS awareness and performance. In 2019, the Group strengthened EHS
system and structure to promote the compliance and renovation of hardware
facilities for subsidiaries, and gradually improved the EHS management level
of each subsidiary through annual audit and promotion of good EHS
practices.

EHS management policy

Sihuan Pharmaceutical adheres to the EHS management policy of “green
environment, health and safety, compliance with regulations, prevention first;
whole-process control and management, capacity improvement, full
participation, and continuous improvement”, providing directional guidance
for the Group’s EHS management.
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EHS EIEZE18 EHS management structure

o R/ BERBRLETIFRESRKITES
EEEE Overall strategic deployment of environmental/occupational health and safety

Chairman of the Group o EARE BERERIEIERS
Major environmental/occupational health and safety decision making

o PLBEREERE BEEREZEIENDIEARA
The director of the center is the person in charge of the Group's

EEEZLSEER environmental/occupational health and safety
Operation management center . HSHASHEATMES  BERERE TETHS -
of the Group Y BRI

The EHS department coordinates, guides, inspects and provides supports
for the environmental/occupational health and safety of each subsidiary.

o MBRRIRE/BEREREEEE—HAEA
The responsible person for environmental/occupational health and
safety management of subsidiaries

M A B4R E o HOEBMIBARIRIRR / BMERRTEFHMEE « ERFM
General manager of subsidiaries Approve the release of environmental/occupational health and safety
policies and objectives as well as management manuals of subsidiaries

o BEEHSERENE - BEIFTE - ARESE - ABES
Responsible for EHS functional distribution, management review,
resource allocation and personnel appointment

o MEBARIRE / BERRLZ2BENDRBEREHBRENGIE  Bit
Break down and implement environmental/occupational health and
safety goals of subsidiaries, formulate and implement measures and plans

KB A B]EHS R o MBARBRRRERE / ERREYE  HERIEHITHE
S |dentify, evaluate and control environmental factors/hazard sources
EHS department of subsidiaries for subsidiaries

o MEBARRE / BERERTEHIENITIIE
Organize environmental/occupational health and safety training
for subsidiaries
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EHS goals

At the beginning of 2019, the Group signed the “Letters of Responsibility for
EHS Management Goals in 2019" with its subsidiaries, which clearly defined the
EHS management responsibilities, and set the target values of relevant
indicators such as safe production, occupational health and environmental
protection. Each subsidiary gradually resolved and refined the Group’s EHS
management goals, and formulated the Company’s performance and task
goals. The completion of annual EHS goals was directly linked to the EHS
performance of subsidiaries.

EHS management goals for 2019 included:

1k, No work-related fatal accidents

2. No serious injury accidents that cause permanent loss of function or
disability

3. No injury accidents with a loss of more than 30 working days (inclusive)

4. Injury accidents with a loss of less than 30 working days < 1 person

5. No safety or environmental accidents with direct economic losses of

more than RMB100,000 (inclusive)

6. Safety and environmental accident with direct economic losses of less
than RMB100,000 < 1 time
No occupational disease
No food poisoning incident in staff canteen
No leakage or environmental pollution incident

10.  No written administrative punishment received from security, fire or
environmental law enforcement

11.  No EHS-related adverse reports from media or on the internet, or
received public complaints
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EHS system construction

During 2019, the Group drafted and issued 1 first-level document of the
"Environmental/Occupational Health and Safety Management Manual”, 18
second-level documents Such as the “EHS Risk and Opportunity Control
Procedures”, and 28 third-level documents such as the “EHS Accident
Management Protocol” in accordance with the 1ISO14001 & I1SO45001 system
requirements to achieve sound EHS management system.

Taking the system as the starting point, the Group promoted the introduction
and implementation of the EHS management system in subsidiaries to
further improve the EHS management level. In 2019, Beijing Sihuan, Jilin
Jinsheng and Jilin Huikang completed the ISO system framework and
maintained stable operation. Third-party certification is underway in 2020.
Other subsidiaries improved and gradually implemented EHS systems under
the overall deployment of the Group; the Group strengthened the
management and supervised the implementation of crucial systems and
processes. Meanwhile, the Group organized training sessions on ISO
standards to broaden employees’ understanding of EHS as well as their duties
and responsibilities.

EHS risk prevention and control

To comply with the “Emergency Response Law of the People’s Republic of China”,
the "Management Measures for Environmental Emergencies” and the “Reporting
Measures for Environmental Emergencies”, the Group has formulated and
implemented internal measures such as the “EHS Risk and Opportunity Control
Procedures”, the "EHS Accident Management Protocol” and the “"Emergency
Management Protocol”. Risk sources related to the environment, work safety
and occupational health and safety of the Group are identified. Potential risk
sources are investigated through regular and irregular safety inspections.
Targeted emergency plans are formulated and employees’ response
capacities in environmental and safety accidents are improved through safety
drills, safety training and education.
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EHS annual audit

During 2019, the Group continued to strengthen its EHS annual audit
mechanism with the completion of 14 internal audits exercises. The scope of
the audit included several dimensions, such as organization infrastructure,
personnel allocation, equipment and facilities, education and training, labor
protection, environmental protection and health monitoring. The audit
helped enterprises identify defects and deficiencies in daily management,
and targeted recommendations were provided as guidance on EHS work for
subsidiaries. The audit results in 2019 shows that through continuous
operation and rectification, the EHS status, as well as the EHS management

BTHEMNNE HSEEKFHEHERE level and management awareness of most enterprises has been improved
BAIRRTT significantly.

AEEBRERRBARELE - A THEBAR S RBMEMTRLEEEHPFINTEEBNTE  BEHEHE
PEEMPRETNNEEBELRE L2 EERE =R (BE)RE -
The Group actively commenced government certification. The following subsidiaries have been reviewed by the local
municipal regulator of work safety or review organization and have received the Level-3 (Pharmaceutical) Enterprise of Work
Safety Standardization certificates issued by the local regulator of work safety or designated review organization:
R MEBATEME BEAH
S/N Name of subsidiary Date of certification
1 H MR —T—\F+H

Jilin Sihuan October 2018
2 HARRT —NF+=A

Jilin Jinsheng December 2018
3 b RNER —ZE-NE—A

Beijing Sihuan January 2019
4 54 FN B —ZE-NEF—HA

Ambest Pharmacentical January 2019
5 AR —NERA

Jilin Zhen'ao May 2019
6 R —NERA

Jilin Sichang June 2019
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Work safety management

During the Year, Sihuan Pharmaceutical and its subsidiaries strengthened the
management on infrastructure, personnel safety education, fire facilities
management, management of hazardous chemicals, special operations and
hazard inspection, to further enhance the overall work safety management
level of the Group. During the Year, there is no work-related injuries or
fatalities.

Hazardous chemical management

We have formulated and implemented the “Hazardous Chemicals Safety
Management Protocol”, to strictly manage hazardous chemicals during
procurement, transportation, storage, usage and disposal, etc. The
procurement department controls the purchase quantity according to the
production plan, and selects suppliers with relevant qualifications. The
warehousing department stores chemicals by category in designated
locations according to the natures and strictly conducts the storage
registration management. The user departments follow clear operation
procedures of positional safety. Employees must participate in pre-job and
on-the-job training on hazardous chemical knowledge. The plant is equipped
with personal protective equipment and emergency supplies. Designated
persons conduct safety inspections on a day-to-day basis. Emergency drills
for leakage hazardous chemicals are performed to enhance employees’ ability
of emergency response. Hazardous chemicals waste and packaging are
subject to hazardous waste treatment according to guidelines. These are
temporarily stored in designated hazardous waste warehouses and will be
transferred for disposal by qualified hazardous waste treatment
subcontractor. For more details on the disposal of hazardous chemicals
waste, please refer to the section “Focusing on Environmental Protection —
Waste Management” in the Report.

38 SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2019



RIE g lkeams

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

HE R EE

RREERZ 2 - NEEFIELBECHH
FREERE) REBMARHEIHAR
AT /N RO R B 12 ) = B JEA K
o BRHED RRERREETIRE &
BEHNESMELR I BT HELK - €8
RSB 5 B 2 BB R R -

AEBEBEHBRAREIE  BFETH
B 80RI A0 E SR AR b e - BEERBRD R A
EHET - ZATEBSREAHE T
TTHEPI AR EeE I - BREARE A
BB EE N R IEERIE N - R B AR
AR OBBTHBELL BT o

Fire safety management

In order to ensure fire safety, the Group has formulated and implemented the
“Regulations on the Management of Fire Protection System”. Designated fire
fighting persons are required to station in fire control room and conduct
inspections on 24-hour basis to ensure that the fire protection system is
stable. Fire emergency supplies are provided and voluntary fire brigades are
established and volunteer fire-fighters participate in regularly organized fire
drills.

The Group cooperate with fire services maintenance subcontractors to
inspect fire fighting equipment and electrical facilities on a yearly basis,
ensuring the normal operation of the fire fighting service system. We also
provide employees with various trainings on fire prevention knowledge and
skills, including organizing fire fighting lectures, trainings on practical
operation of fire fighting equipment, fire evacuation drills, competitions of
fire fighting skills, etc.

5L BB H P B S BUR AR

Ambest Pharmaceutical emergency evacuation drill

“E-NFTATMEBE - SATREABRE T EN EEMAUER - ARIEIMPIE TH205 ARET ILBRIEE)
EHARTBEEN T2 AE  REESEEFI - BARIEARENER  BEANREREE - BERHAG®
A BN EREBS  c KRERERT2EASNZ2EMRESREN R TRSEENABNESIEER
N REBESHEDRESFHREETBRLR

On 14 October 2019, Ambest Pharmaceutical organized a fire emergency evacuation drill. A total of 205 employees from
various departments of the company participated. The activity included training sessions on fire safety, emergency
preparedness operation of fire extinguisher and hydrant, simulation of fire alarm and receipt of alarm, simulation of fire escape,
self-rescue, evacuation and transfer. The drills enhanced the safety awareness and emergency preparedness of participants and
improved the ability of on-site commander, and provide practical experience for future fire emergency.
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Safety education and training

All subsidiaries of Sihuan Pharmaceutical follows the three-level training
system in accordance with the “EHS Education and Training Management
Protocol” formulated by the Group, and implements pre-job three-level
(company, department and positional level) safety education, on-the-job staff
safety training, as well as safety education on specific work process to further
enhance employees’ safety awareness to build a safety culture of the Group.

The Group launches education and training sessions in various forms,
including publicity with display boards, preparation of safety handbooks,
centralized training engaging external experts, organizing competitions, and
safety campaigns among teams, to better drive employees’ participation in
safety education and enrich their safety knowledge.

June 2019 was the 18th “Safe Production Month” in China. In order to prevent
and reduce the occurrence of production accidents to achieve the annual
safe production goals. Subsidiaries deployed and launched safe production
month activities in accordance with the requirements of the PRC government
and the Group. Beijing Sihuan initiated safety theme activities of “preventing
risks, removing embedded risks, and curbing accidents”, and conducted
safety publicity and education every week in various forms. These include
activities related to safety knowledge publicity, safety awareness, group safety
activities and risk source identification, safety quiz and fire prevention, to
promote safety awareness and improve the Company’s safety management
mechanism.

In 2019, the Group conducted a total of 40 safety drills with 3,297 employees
participated.
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Construction safety

We have formulated and implemented the “Safe and Civilized Construction
Inspection System”, for the construction of the Group’s new pharmaceutical
plant and the expansion of existing ones, which clarifies the construction
safety standards and supervision mechanisms. The project team organizes
the site supervisor and the construction team to inspect safe and civilized
construction. For any identified safety hazards and problems, the “Notice on
Rectification of Safe and Civilized Construction Problems” will be issued, which
requires the construction team to rectify within a definite period, and
inspection on the rectification results will be conducted to urge the
construction team to continuously strengthen site safety management.

The Group values the risk assessment and prevention of safe and civilized
construction by identifying major sources of safety hazard, assessing the
extent of damage, preparing emergency plans and organizing project
personnel to conduct emergency drills, in order to minimize accident
occurrence.

In 2019, there were no work-related injuries or fatalities in the Group.

Focusing on environmental protection

Sihuan Pharmaceutical is committed to energy conservation and emission
reduction, consumption reduction and efficiency improvement. In strict
compliance with laws and regulations relating to environmental protection,
including but not limited to the “Environmental Protection Law of the People’s
Republic of China", the “Law of the People’s Republic of China on Environmental
Impact Assessment”, the “Law of the People’s Republic of China on the Prevention
and Control of Environment Pollution Caused by Solid Wastes”, the "Water
Pollution Prevention and Control Law of the People’s Republic of China” and the
"Atmospheric Pollution Prevention and Control Law of the People’s Republic of
China". The EHS department of the Group’s operation management center
has formulated and implemented internal management systems related to
emissions, waste, and resource utilization, etc. in accordance with of
ISO14001: 2015 standards to protect the environment. Environmental
management system to carry out green operation, and has strictly
implemented several management systems for different environment-related
areas attaching to the concept of green development, and proactively
engaged in corporate environmental friendly practices.
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Emissions management

In strict compliance with national and local emission standards, the Group
has formulated and implemented the “Wastewater, Exhaust Gas and Noise
Management Protocol”, to strictly prohibit any excessive emission. To ensure
fulfilling operation standard, the Group has been actively exploring ways to
reduce emissions, and attained by treating emissions, using environmental-
friendly materials, upgrading production process and equipment.

Wastewater discharge management

Wastewater generated by the Group includes production wastewater,
domestic wastewater and rainwater. We strictly adhere to the laws and
regulations such as the “Water Pollution Prevention and Control Law of
the People’s Republic of China" and the “Integrated Wastewater Discharge
Standard”, and formulate corresponding treatment and discharge
control measures for different types of wastewater. Process wastewater
generated from all production workshops, equipment cleaning
wastewater, workplace cleaning wastewater, high-contamination-
containing production wastewater, oily wastewater generated from
cleaning equipment and sites and all domestic wastewater must be
discharged into the Company’s sewage treatment stations for
treatment, and transferred to the municipal wastewater pipeline after
meeting the discharge standard to prevent polluting underground
water and surrounding environment. During the Year, some
subsidiaries implemented higher discharge standard by upgrading the
sewage treatment equipment and process. For example, a level-2 AO
treatment process® was used in Ambest Pharmaceutical’s new sewage
stations built in 2019, and the emissions met and exceeded local
emission standards.

Meanwhile, in order to save water, the Group gives priority to use the
treated wastewater reaching standard for park greening or toilet
flushing, so as to achieve water resource recycling and improve water
use efficiency. During the Year, the Group encounters no problem in
getting applicable water sources.

° AO treatment process: It is an anaerobic-aerobic process. In addition to the degradation of
organic pollutants, it also removes nitrogen and phosphorus to some extent, which is the
pretreatment for using the anaerobic hydrolysis technology as activated sludge process
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Benxi Hengkang'’s improvement of sterilization method for raw water tanks
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During the Year, Benxi Hengkang's sterilization method for raw water tanks of the raw water injection system was
improved from alkaline washing to pure steam sterilization through pipelines. High dosage alkaline solution may cause
below-standard sewage discharge, and operators may be burned by splashed alkali in the feeding process. Therefore, the
improvement helped to reduce the potential safety and environmental pollution risks of Benxi Hengkang.

—®-nE —T-)\F

BER 4D Emissions 2019 2018
REKHERR 4B = (18) Total wastewater discharge (tons) 344,490.39  357,48641
BLBEFAE (W) Total chemical oxygen demand (tons) 40.22 96.93
[URERE () Ammonia-nitrogen discharge (tons) 3.65 2.07
ERPEE R Exhaust gas emissions management

AEBEBERIMNEIECRLEERER
MAEEER - HPIBAEE T (HAEA
FUTRYGEMIFE) - (AR TRYER
BHFMIEEINER - EIERAMERS
KR 1& B SR VB R SR A B R B B HE R K
R - —RPEARERNZEED
BT 150K o REJH B B K m &%
{LRERIBREEN - REABEHFE
BRIBRE - RELIBRMBETEH
D) R SR ) B T ) B 9 HE R 1SR
- FERARE B - R R REIRE
HE o

REBETER BB N FRIERNR
TiEHFR  ERESUEHEE -
IRER A — &AL - BRI - B
YERRISRYOBER - &eiE - —
T-NEAEE ZE(LH R HERE
FFEREATEES7% : RA L RFHEE
R _EF R T 44% : FRRY) RET
BERE EFRIH TR 67% °

Exhaust gases discharged by the Group mainly includes exhaust gas of
production and daily operation. We strictly complied with the "Emission
Standard of Air Pollutants for Boilers” and the “Integrated Emission
Standard of Air Pollutants”. Exhaust gas from boiler is released into the
atmosphere through the chimney after being burned in the low
nitrogen burners. Generally, the boiler gas chimney is at least 15 meters
above the ground. Canteen fume must be treated by the fume purifier
before emission. Treatment facilities are required to be cleaned
regularly to ensure normal operation. The engines of both the
Companys’ and visitors” motor vehicles should be shut down to reduce
the environmental pollution caused by exhaust gas when they are
parked in plants.

The Group actively promoted the boiler coal-to-gas projects for
subsidiaries, to reduce emissions of air pollutants such as sulphur
dioxide, nitrogen oxides, particulate matter from the source while
improving efficiency. After improvement, the cumulative sulphur
dioxide emissions of the Group in 2019 decreased by 57% year-on-year;
the cumulative nitrogen oxides emissions decreased by 44% year-on-
year; and the particulate matter emissions decreased by 67% year-on-
year.
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Boiler coal-to-gas project of Jilin Zhen’ao
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Gas-fired boilers
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Jilin Zhen'ao carried out investigations and demonstrations
from August to November 2019 and invested RMB3.55 million
to replace the existing boilers with gas-fired boilers. In response
to the requirements of national environmental protection and
the PRC government, to achieve green production and
operation, from November to December 2019, data monitored
by a third party showed that exhaust gas emissions were
significantly reduced compared with that from coal-fired boilers:
the particulate matter concentration decreased by 61%, the
sulphur dioxide concentration decreased by 100%, and the
nitrogen oxides concentration decreased by 55%.

IERZCRIER BRURD T AR RAMOHR - BN A
EREREZRL TRKEERER - ARKEREETIEASN
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The boiler coal-to-gas project effectively reduced the emission
of air pollutants, cut down the consumption of hydroelectric
resource due to high production efficiency, and lower the labor
intensity and safety risks for workers simultaneously.
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Canteen range hood replacement project of Jilin Jinsheng
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In order to ensure that the canteen fume meet the emission standard, reduce the odors in the canteen, and improve the
working environment of canteen operators, Jilin Jinsheng replaced the existing range hood with FNT-JD-16A electrostatic
catering fume purification equipment in 2019. In December 2019, the project passed the acceptance monitoring of a
third-party testing agency. The acceptance test report showed that all indicators met national emission standards.

FNT-JD-16A BB B A SRR M IEF LR
FNT-JD-16A electrostatic catering fume purification equipment

—EBE-hE —ZT-N\F

2958 Emissions 2019 2018
BEREEEE (BIEL oK) Total exhaust gas emissions 60,920.68° 26,814.69
(10,000 standard cubic meters)
—E b E (HE) Sulphur dioxide emissions (tons) 47.39 11011
REftEk=E (88) Nitrogen oxides emissions (tons) 54.13 96.45
R = (M) Particulate matter emissions (tons) 9.08 27.53
HA-Z—-hEEMERLRERIETER 6 When Jilin Huikang and Shengtong Chemical commenced production in 2019.
KRE EMRMBRARLSREEBE Both of the subsidiaries generated emissions from the production process,
PR TEEREN  BERENELER accounting for 63% of the total exhaust gas emissions, led to an increase in total
BB ER63%  WEBEREERAN exhaust gas emissions.
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Waste management

Wastes are classified for disposal by the Group, different applicable
collection, management and disposal procedures and methods have
been set up for different wastes. Non-hazardous waste generated by
the Group comes in the form of general industrial solid waste and daily
garbage. The EHS department is responsible for supervising the
treatment of general industrial solid waste, and regularly collecting and
transferring it to a third-party professional company for disposal. The
administration department is responsible for the management of daily
garbage, to sort recyclable waste and non-recyclable waste from office
areas in separate garbage chambers and sent to designated locations
for disposal regularly. Other daily garbage and food waste are also
sorted and collected separately and sent to corresponding sanitation
companies for disposal in a timely manner.

The hazardous waste of the Group mainly includes medical waste and
chemicals from production and R&D, as well as small quantity of office
supplies such as waste ink cartridges and toner cartridges. The Group
strictly complies with relevant laws and regulations, and has formulated
and implemented the “Provision on Hazardous Waste Management” to
strictly regulate the procedures of collection, transportation,
intermediate transfer and storage of hazardous waste so as to prevent
harming the ecosystem and human health. All hazardous wastes are
properly labelled and stored, of which recyclable hazardous waste and
its packaging materials are recycled by suppliers, while non-recyclable
items are transferred to hazardous handling units for disposal.
Meanwhile, the Group actively explores new materials, techniques,
technologies and methods with less-or-zero pollution, and
continuously improves the material utilization efficiency of
experimental projects to reduce the generation of hazardous waste.

—§-NE —T-N\F

BEEYESE Waste type 2019 2018
mEREZEY () Non-hazardous waste (tons) 7,396.15 10,719.03
A B (18) Daily garbage (tons) 809.64 887.907
— R T EE LR (HE) General industrial solid waste (tons) 6,586.51 9,831.13
EERREYRE Intensity of non-hazardous waste
(FHWMEHEAREFT) (kg/thousand RMB revenue) 2.56 3.67
BEREEY (W) Hazardous waste (tons) 848.538 118.87
E B =EREEY (HE) Solid hazardous waste (tons) RIFE
141.63 Undisclose
REEGERZEY) (HE) Liquid hazardous waste (tons) RIE
706.90 Undisclose
BEBEEYERE Intensity of hazardous waste
(T, WHARETT) (kg/thousand RMB revenue) 0.29 0.04

7 *Eﬁ%ij NEFHERT BB SR AT
€ W NFEBRNRESET
L/yﬂ;—]ﬂ"

¢ A-Z-NEEMRERIRABLEIER
RE - BESMBRRHS —E—N\F
EEBERNE_T-NEFETETR
B ARBREEMA_T LT B
BEEREENBEEBTEM

According to 2019's statistic scope of daily garbage, daily garbage of 2018 is

adjusted retrospectively.

Jilin Huikang and Shengtong Chemical went into formal production in 2019 while

partial hazardous waste of several subsidiaries generated in 2018 was treated and

recorded in 2019, resulting in an increase of hazardous waste.
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Greenhouse gas emissions

Sihuan Pharmaceutical highly values energy conservation and emission
reduction. As a corporate citizen, we actively fulfils our social
responsibility and continuously seeks ways to reduce greenhouse gas
emissions. The Group is committed to reducing greenhouse gas
emissions by strengthening energy use management and adopt
energy-saving facilities and equipment.

—E-hE —T—N\F

Greenhouse gas emissions 2019 2018

BRERBESNE (M _RLIKEE)

BE—: BERFR(ME_SLREE

HE—  FARFER(E_S(CREE)

RERBINEE

(M-S HEEMEARETT)

’ HAMERSREBMRELENERRE
REHRR N EAEMBEERARAE
BREBKAE LI AERBHERENRE
BR - ARE-_ZT-NFE-FTET
RERBHERBEERE  SE=HMH
BT BER M THRE -

Total greenhouse gas emissions

(tons of carbon dioxide equivalent) 92,670.99 91,379.26
Scope 1: Direct emissions

(tons of carbon dioxide equivalent) 39,605.97 55,110.19
Scope 2: Indirect emissions

(tons of carbon dioxide equivalent) 53,065.02° 36,269.07
Intensity (tons of carbon dioxide equivalent/

thousand RMB revenue) 0.03 0.03

& Reconstructing boilers from coal-burning to gas-burning leads to a decrease of

direct greenhouse gas emissions; general increase in electricity consumption of
each subsidiary leads to an increase of indirect greenhouse gas emissions. The
Group has further improved greenhouse gas emission data in 2019, scope 3-other
indirect emissions are no longer applicable and disclosed.
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ERMBRALRTRERE (RETH) REEQ

Beijing Sihuan became a green manufacturing (green factory) role model in Beijing

“E-NF ERERBBCEANE  F=AAERBETE  FXRAMERE  ATERE  EXAE(C
T NFUARTREFETBEE)

In 2019, Beijing Sihuan was formally admitted to the "2019 Beijing Green Manufacturing Demonstration List" through
enterprise self-evaluation; assessment by third-party agencies; expert and public assessment and verification, etc.

ERILRTHREEETHEE  tRIORTEHBEEERRE  SAHMNAKRE  EREEERNBFREETE
BT E BRI EIRER - WA SRR - K - R BREERVERCMESLEANE KA KEHK
Bl - BB EOM - RERAKARBEKBWAA B THAAER  RALESHRERMERE S5
B BARRNERLLLA - IERORBIETERERRRE AL  BCBEERS BRERERMTHE
B REEIENETE o

As a green manufacturing role model in Beijing, Beijing Sihuan continued to optimize the manufacturing process and
fully utilize the plant area. By adopting advanced and applicable green production technology, the efficient terminal
treatment equipment to reduce pollutant emissions and promote the recycling and hazard-free utilization of water, gas
and solid waste. Advanced water-saving technologies were adopted to achieve the separation of clean water and
sewage, cycling use of water and recycling of wastewater. The energy consumption structure of factories were optimized,
and advanced energy-saving technologies and equipment were adopted to facilitate the use of clean and renewable
energy. Beijing Sihuan also launched a digital and intelligent management system of resources, energy and environment
to realize dynamic monitoring and management of resources, energy and pollutants.
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EARX UHERBRRLEESIAEZES
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HEEWRE  BOCELEERELSBERT
VERRE - ANFE - SEEZEERL
AEEEXRE T45REEETEMNE
I BREESRAE HE RE L
EPHNEBABREEAMGELZELRE R
Ao R AGERER) (NKREBIFEN
) (5SOEEY R CTPMTE A Y o 5231 BAPY
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mAEEMRBNAZ o
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0 55:# 3B (SEIRI) « FETE(SEITON) * & # (SEISO) ~ /&
Y2 (SEIKETSU) + =% (SHITSUKE)
1 TPM: & B A EE 47 (Total Productive Maintenance)

Energy and resources management

Always insisting on establishing an environment-friendly and resource-saving
enterprise, the Group has conscientiously implemented the “Resource
Utilization and Energy Consumption Management Protocol”, to promote the
environmental management system and lean management tools, strengthen
the management and supervision of resources and energy consumption in
the production and operation process, and actively explore the space for
energy conservation and consumption reduction. We are committed to
achieving the management goal of continuous environmental improvement.

In 2019, we continued to advocate green and clean production methods.
Focusing on lean production training, it gradually raised employees’
awareness of resource conservation in subsidiaries, improved production
efficiency, and reduced unnecessary waste in the production and operation
of the enterprise. During the Year, the production management department
of the Group’s operations management center conducted 4 trainings on lean
production, requiring all management personnel involved in production,
quality, equipment and safety as well as all staff of production-oriented
enterprises to participate in, with contents including “Lean Foundation” and
“Eight Waste & Continuous Improvement”, “55'° Management” and “TPM"!
Introduction”. The trainings were conducted in a combination of Sihuan
University online courses and on-site visits and lectures of special topics. All
trainees participated were required to complete the courses on time and
pass the exams in order to fully master the knowledge about lean production.

Subsidiaries of the Group started to launch lean production transformation
projects since 2017. By improving production technology, workflow, utility
line and production management, the Group is constantly improving the
efficiency of resource and energy use. As of the end of 2019, the subsidiaries
have achieved notable results in energy saving and emission reduction in
lean production projects.

0 5S: SEIRI, SEITON, SEISO, SEIKETSU, SHITSUKE

i TPM: Total Productive Maintenance
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Lean production transformation project

EMIRER — A RGBSR B K B R A o

Jilin Zhen’ao: Utility system upgrade in terms of exhaust gas and waste water recycling

EMIRRN/NE TS BIERREBZNE HEREKE - £E
PR - THEAK /2 BN 2 R4 BB /2 R K HE s FEBE & K
EAIRRTRREERIN  EXE RS IEXKTNERR
F=

The small volume injection workshop of Jilin Zhen'ao is equipped with
independent powerhouse and water system. During production,
industrial steam condensed water and multi-effect distilled condensed
water are discharged together with a huge volume of industrial steam,
accumulating up to about 5 tons of wasted industrial steam resources.
RBNE - SRR EREERBERAR KR REITERESR
REZFHMBBEA® - BRBKNBRTHEATEETING - &
R IR ZE TR E - ZIEMARURD T UINEER - (28
REIFTSEKFA - BRERD THRESENREERMAKE -
After transformation, Jilin Zhen'ao connected the condensed water
discharged to the front tier of the air condition humidifier, which are
therefore humidified by the condensed water directly. The reformation
effectively reduces the usage and eventually the external emission of
steam, allowing the recycling of steam and decreasing the coal and water
consumption of boilers.

ZHEAE_ZT—/\FNA\AMETHE  E_T-NFEERER
BAEST - REFEKIZKTRERAI20408 - FrEROFAES 510 -
A FK R 200ME A ©

The project was undertaken in August 2018 and put into operation in
2019. During the Year, it saved about 204 tons of steam while reducing
51 tons of coal and 200 tons of water consumption.

BEMOEA — BRSO E WA R R AR

Jilin Jinsheng: Recovery and conversion of condensate water into heat

RELEAEAE BERBENEREGY  SMEAR-_ZT—+
FRARERSBEKGAMPBRIERZGNIE YR _-F
—N\FEHRGETEL  BRENVNERORERRM SR
BRFKRREAN  MER BRERBER - RET ZHHE
TEEAT °

In order to reduce steam consumption and save resources continuously,
Jilin Jinsheng started to upgrade the heat system of its workshops in 2017
by recovering the waste heat of condensate water and transferring it into
heat. In 2018, it further improved the system by replacing the former
centrifugal pump with heat-resistant pump, thereby avoid cutoff and
ensures steady operation with larger volume and higher speed.
“E-NEF - ZEHET207 K - RETEILIZKIT1,691.6 ©

In 2019, the system operated 207 days in total, therefore saving about
1,691.6 tons of steam accumulatively.
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Ambest Pharmaceutical: Recycling of water discharged by precise washing machine

SA AN B g R B R RO R R 1 E AR R AR PR B SR R ARLEK
FESTHE T 7K B T BT O R KR IR MR SR B TR BRVKAR - TRIRVKAR
IR M BER © B4 E —HEEmABERI0MRTEIRK < BBHGE
ARSI E I E AR B RKBBE NMERNAIKRERBNA - A
PO S 18 —IOEHUK IR NiRE T)XSTAKEER X -
WO THREKEERE - MAKERRE -

The bottle washing machine in the injection workshop of Ambest
Pharmaceutical comprises two infrastructure, i.e. precise washing
machine and coarse washing machine. Fresh injection water from the
precise washing machine was used for rinsing and waste water collected
to circulating water tank, which discharged when fully filled. It discharged
approximately 10 tons of circulating water per batch of production. After
transformation, Ambest Pharmaceutical filters the circulating water
according to purified water standard for the last round of bottle washing
by coarse washing machine. This increases the utility of injection water
and reduces the consumption of purified water, saving water resource.

“ZT-NEF - ZIBB HEKKEIRE 107 o
In 2019, this project saved 6,107 tons of water in total.

—E-NF —E-N\F
BRER Resource consumption 2019 2018
e REMEE (TRE) Total energy consumption (KWh) 197,789,440.33 227,039,500.00
SERHERE (TEE WHEARBTIT) Energy consumption density
(kWh/thousand RMB revenue) 68.51 77.80
EHEKE (SLHXK) Total water consumption (cubic meter) 709,639.34 842,959.00
RKBE (LH X WEARETT) Water consumption intensity
(cubic meter/thousand RMB revenue) 0.25 0.29
reyremE (M) Total packaging material consumption (tons) 3,198.90 3,18047
BEYEZE (TR, WEARETIL)  Packaging material consumption intensity
(kg/thousand RMB revenue) 1.11 1.09
NEERCREEARAT g
R e RkERME2019
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Green office

EHBHAY  AEEBERREELZERR For office routine, the Group actively advocates a green and environment-
R AR EEEINMAMET  BE friendly office mode. Employees are encouraged to start with daily practices

B ik AL AEZERREITS A of power conservation, water saving, paperless office, etc,, to support
BERTHB N FEREITE - sustainable development with real actions.
RAXKEAEER BERAPLAEHERREIHERERETS  ARATFHREAEAEREEERTATERRE

Water and power
consumption
management

WAERER
Office resource

EFRRIRIE BERERE

The online management control platform for electrical facilities and equipment in the office area is
applied to monitor the use of electrical appliances in real time and remote switch operation through
mobile applications, so as to avoid waste of electricity;

nE

BRI EEFERBER LG - B F=E
MEZFERBR

The usage of air-conditioning are strictly laid down. For example, the air-conditioning room
temperature in summer shall not be under 26 Celsius degree, and the receptionist will inspect the
usage of air conditioners on a daily basis;

IERTMER 260 MKE - THREHEARBNAE

REABRBIETHEABRBUERTFRNIKENRKRE  EH(HE T B K F
REEFMR

The cleaning staff and receptionist inspect the water-consumption facilities in toilets and pantries on
a daily basis, to prevent “water running, spraying, dripping and leaking”;

WA AR [ETEHIK] FIRRE - BEHNTR -
Reminders such as “saving power and water” are posted in the office area to encourage
conservation.

BRMITRLAAEEHE) - BFIMARAERFTEL  AEHERHE - THHAR
AT EFUTERAEIE - HRRIBEAEEOMIVETRE - MBEREBNIZIRHIERE

management The “Policy on Paper Use" in office is strictly implemented. Departments’ usage of office paper needs
to be registered, and the amount is controlled. The administration department is responsible for
coming up will the total papers used in each department and investigating abnormal usage.
Relevant department will be held responsible in accordance with policies for wastage;
RILEEAEINAE - THIEEA BEAMAN R BEERXY  ABXHEEAZRE
FTED - 8pHOFRAR
Waste paper recycling bins are provided to collect re-cycle paper. Using re-cycle paper to print draft
documents and internal documents is advocated, so as to save paper;
BEEAEHRD SRENZERBEFHERE  PARBEANLEBL(TOAD RS
WA ARER
Paperless office is advocated. Optimize the use of electric copies for all kinds of materials, and to use
office automation (“OA”) system in office to reduce paper use;
Http A miRFER  REGAAGPLARERE  HEBRE -
Other office supplies are available on demand, and a monthly usage benchmark for office supplies is
set to eliminate waste.
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HE(ABEWEEHE)  HITABEROAR LEE - AEHFE  AE  KE  QAEE
L I EEREFEBRHEOARRTK EREHEERIENESL - ZF - B

The “Office Vehicle Management System” has been formulated to promote the OA online
management of office vehicles. The entire process of application, scheduling, dispatching, return
registration, refueling and maintenance of vehicles is recorded in the OA system to realize the
informationization, systematization, automation and transparency of vehicle management

REPERFRRERR REFEABMRAENESERHER
Car application and arrangement are standardized, vehicles are arranged reasonably according to
the number of person and hierarchy;

SENE THIRAHIE - iR - REHIT -
Employees are encouraged to take public transportations to save energy, reduce emissions to

management gt - FEHIL
processes;
practice green travel.
REBER

HEAEEREREIR  BMA+HSERER
BIEBEMNREEE - A TIEEIA -
BRMEFEEENBURE(KLRE Y
FEO)WMATIEETHEIRZEK - ETIEENE
BIRPEE T EMEREARNT -
BELTH @ Naee XEEIRE - i
B LT ETGETE S  BEHRM
BE AN BR K e T IR B R b T 11T - D IS ER
7 T AR S0 S K R B 5 2L S| RE RV IR ER =4 ©

AEBBBEEREEEES - Hp - &
EHEETAEERIARETRRAER
PRER—E F_EINBR - EEEE
TEETPERERSEEREERF &
REBUCEB -

Green building

For the Group's projects under construction, we emphasize environmental
management throughout the project construction process. Before
commencement of a project, we will engage a qualified unit to prepare the
"Soil and Water Conservation Plan” and include it in the bidding requirements
of the project construction. During construction, we ensure the construction
unit strictly implements the plan. Throughout construction, the inspection of
safe and civilized construction is strengthened and the earthwork piled shall
be planted with green plants or covered. Construction methodology
effectively reduce construction noise be used as far as possible, and
construction is carried out at different time intervals to avoid complaints
caused by noise pollution.

The Group continues to promote the concept of green building. In particular,
the goal of "Maintain one star and strive for two” was clearly defined during
the design stage for the Chongging Western Hospital project under
construction. The green building standards are strictly followed during the
project construction to ensure it posses the acceptance inspection.

MESKSRRMARLD g
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CARING FOR EMPLOYEES AND DRAWING CAREER
DREAM TOGETHER

Staff management and development

Talents are the core competitiveness of enterprise development. Adhering to
the concept of people orientation, the Group steadily promotes the
establishment of the talent team through the introduction of cultural values,
the rapid development of the organization and the continuous optimization
of institutional framework. The rights and interests of employees are
recognized, and strives to create a career platform for employees to realize
their personal value, so as to achieve common development of enterprise
and employees.

Talent recruitment

Adhering to the talent recruitment concept of “talent-oriented enterprise”,
based on actual circumstances and with a long-term perspective, Sihuan
Pharmaceutical cultivates its employee, attracts talents from outside, and
retains talents of the industry by competitive salary and promising prospects.

In 2019, the Group further cooperate with PRC universities across the country,
and recruited nearly 10 batches of graduates from Henan Normal University,
Shenyang Pharmaceutical University, Inner Mongolia Medical University,
Hebei University and Beihua University, etc. More than 100 fresh college
graduates joined the Group's R&D and production enterprises for internship
and learning. Meanwhile, it established a post-doctoral linkage with the
School of Medicine of Shenyang Pharmaceutical University, establishing a
joint training mechanism and conducting post-doctoral research project, so
as to attract and train outstanding young talents, to achieve a win-win
situation by promoting personal growth and corporate development.

In strict compliance with laws and regulations such as the “Labor Law of the
People’s Republic of China” and the “Labor Contract Law of the People’s Republic
of China", the Group signed labor contracts with employees to ensure the
legitimate rights and interests of employees.

As at 31 December 2019, the Group had a total of 4,009 employees of
diversified gender, energetic population and with higher education. Of total
employees, female employees accounted for more than half of the total
employees, employees under 30 years old exceeded one-third of the total
employees, and employees with a bachelor's degree or above accounted for

A AR R EERE - approximately 50% of employees.
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EHRIBIDNE T AR

Total workforce by gender

5

Male
% 42.38%
Female
57.62%

= 5B n ﬁ
Male Female
RRRESHWETAH
Total workforce by grade
MEER A+ o
Director or above KB E
2.57% Manager or head

9.90%

TMET
General staff
87.53%

" EEENIA L

" IR E
Director or above Manager or head  General staff

n EWET

BERBTNETARK
Total workforce by academic qualification
WL g
1= AL
Doctordegree  \, cor d%egree
1.20% 0.83%

REFIAT

Academy or below ATHENL
5278% Bachelor degree
36.69%
SETER CIELT2M o« AREBA - RERMUT
Doctor Master Bachelor Academy
degree degree degree or below

Details of the Group’s employees in 2019 were listed as follows:

FRANBINET AR
Total workforce by age
S0/ L
Above 50 years old
4119 iy
; 0FEUT
Below a 30 years old
35.30%
31-50/E 5%
31-50 years old
60.59%

= 303ERA T =31-50{px  =S0iEBRLA L

Below 30 yearsold 31-50yearsold Above 50 years old

RBEINET AR
Total workforce by geographical region
MR E T
Overseas employees
‘ 0.32%

hEmRE T
Employees in China
99.68%

hEEE T

Employees in China

=BIMBRE T

Overseas employees

REBELBINETAR
Total workforce by employment type
FHET EBR T
Part-time employee  Dispatched employee
0.03% 0.52%

BEEL

AT
i Full—t?nﬁe%ei:pl:loyee
0,
047% 98.98%
RRET FRBET -EBE4 - KEETL
Full-time Part-time  Intern Dispatched
employee  employee employee
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Performance appraisal

The Group follows five performance management principles including
performance oriented, hierarchical management, objectivity, feedback for
improvement and sense of responsibility and self-discipline: by establishing a
three-level (company level, department level and positional level)
performance indicator system. The Group’s strategic goals are transformed
into actions and tasks that can be achieved by employees at each level.

Employee performance management consists of annual performance
appraisal and annual talent development management. Through planning,
performance self-assessment, supervisor assessment and performance
feedback, employees’ performance and competency can be managed
effectively. The Group emphasizes management's guidance and support for
employees in performance management to assist employees effectively
fulfilling responsibilities and pursuing outstanding performance. Employees
work together to improve the performance of individuals, team and the
Company.

In order to ensure the objectivity and fairness of performance appraisal, the
Group has established a complaint mechanism. Employees having doubts
with the performance appraisal results could submit complaints directly to
the relevant central department of the headquarter, the person-in-charge or
the head of the human resources department of the subsidiaries after
performance feedback and communication. The person in charge must deal
with these complaints within 3 working days. If employees are still unsatisfied
with the results, they could file complaints with the human resources
department of the Group.

Remuneration management

To comply with the national laws and regulations such as the “Labor Law of
the People’s Republic of China”, the “Social Insurance Law of the People’s Republic
of China”, and the "Provisions on Minimum Wages” issued by the Ministry of
Labor and “Social Security of the People’s Republic of China”, the Group has
established and implemented the “Remuneration Management Policies” to
build a fair and reasonable remuneration distribution mechanism that
encourages value creation.

The remuneration structure of the Group composed of basic salary, variable
bonus and benefits. The five job categories of management, production, R&D,
marketing and professional technology, each with different remuneration
policies and structure to ensure there is scientific and standardized salary
setting and distribution for employees. The remuneration adjustment
mechanism is a combination of the overall adjustment of remuneration level
and the dynamic adjustment of individual salaries, which is regularly review
to motivate employees, stabilize the team, to meet the Group’s requirement
for further development.
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Online training

10K 1R4H

10 modules
3,000 + ‘F AR
3,000 + platform courses
(272 EHERIZ)

(272 self-developed courses)

In addition, the Group pays various social insurances for employees in
accordance with the regulations of the national and local labor security
departments. Housing funds are provided to employees in accordance with
the relevant regulations of the national and local housing provident fund
management centers; and based on the employee remuneration, withhold
and pay individual income tax on time and in full, thus protecting the
legitimate rights and interests of employees.

Promotion mechanism

The Group values the employees’ career development and draws on the
comprehensive graded system to constantly open up channels to facilitate
career development. Under a merit-based philosophy, the Group has strictly
implemented the “Employee Promotion Management System”to assess human
resources and allocate resource value in a reasonable manner, galvanize and
cultivate talents and outstanding employees for key positions.

In accordance with the principle of fair and merit-based talent selection, the
human resources department coupled with relevant departments will
conduct all-round assessments on the applicants and hold job briefing
interviews thereafter to comprehensively evaluate the qualifications, abilities
and performance. The Group offers additional promotion opportunities to
employees with outstanding performance so as to facilitate talent retention
and cultivation, and effectively advance the realization of self-value.

Training management

In order to promote the talent cultivation and development in Sihuan
Pharmaceutical, the Group integrates employees’ professional career and
individual development and establishes the “online + offline” training, under
which the employees can access online trainings continuously anytime and
anywhere, and participate in professional classroom trainings as required for
specific teams for the fulfilment of training requirements. In addition, we
encourage employees to intensify self-learning and upgrade their ability to
develop interdisciplinary talent as soon as possible, so that they can be ready
for long-term and strategic development of the enterprise.

N
Offline training

8 T

Training for new recruits

EREE

Training for management team of the Group

X HEE|

Training for specific business
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ZE-NEF AEEBIIEAET=ZKRER In 2019, the Group's training department launched three training programs

IR EEFIERTE - B8 T BB ERE designed for new recruits, for management team of the Group and for
ElRIES T = specific business.
ETIE — [FERZE - ZFTAF] Training for new recruits — “Military Academy for New Recruits”

# B TIHIABRRIZE  BEEREEREHN=KIRE - Ri2
NEREAEERRER ROXKERER EVERAD 68

HEREGEEE  BREEMSE - FHME OB TREEREE

Eﬁil{’ﬁfﬁiﬁ EEREDE  MEEEREESE/ NIRRT
Sﬂ@)%ﬁ;l/ ERTEIRE - EI?&%@H&)\KEIK%EZEP

v —L

and completion test. Training courses cover the Group’s development
history, core business and products, pharmacovigilance knowledge,
compliance system, corporate culture, etc.. New recruits can take a closer
look at the production process and working environment in field visits; and
become fully motivated and fit into the big family of the Group more
quickly by virtue of knowledge review, knowledge quiz and selection of
excellent study group.

“E-NEF AEEHBBTHERE AN HF20N31 A
 BER 1,048/ \BF o

In 2019, the Group held 7 training sessions themed “Military Academy for

New Recruits”, with 131 employees completed 1,048 training hours in total.

58 SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2019



R - wg kERH®E
ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

B EE Training for management team
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Knowledge and Experience Sharing Meeting for Management of Sihuan Pharmaceutical
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In 2019, the Group's training department organized the Knowledge and Experience Sharing Meeting for Management of
Sihuan Pharmaceutical at the headquarters, as well as in Changchun and other locations respectively at different times,
involving 201 participants.

ER[E8|BERENER] T8 DEGREZERIIEIRNRE  ERECERBRENRTIVRT BRIER
MESERE - RETEFSEEERNEEEE METEEERNHMEE -

On the topics of “accountability” and “management communication”, the Meeting set up dedicated trainings and sharing
sessions. Through learning and discussions, management team had a better understanding of management system theories,
and to leverage on other's good management practice and address management matters on new perspectlves
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Training for specific business
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Project Management Training of Sihuan Pharmaceutical Clinical Center

SHEE-FIRAEREEENTHERER AEERIHR_Z-NFNAEBFRT [ERKEE BEE] -

To further realize the objectives of R&D project management, the Group s training department initiated the “Clinical Project
Management Training” in September 2019.

KEAEEGARTOBEKHETI7EREL2MT HRBEMRNIEIN - BEROION - BROZFHFX - RARE
THRAREEEBNEXBRETERDE  REX(L  BALNHEBEERFTRE - TRHEAND - BRI -

37 colleagues from the Group’s Clinical Center took part in the two-day training, to better understand professional theories and
methods of clinical project management through case analysis and experience sharing, to further upgrade their know-how and

skills for specialized and refined project management requirements.
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In 2019, the Group's training department upgraded the learning platform
based on last year's operation. The upgraded “Sihuan University Online
Learning Platform” comprised 10 colleges (including colleges of production
management, R&D management, leadership and professionalism, etc.),
covering 10 business lines and offering more than 3,000 audio, video,
animation and graphic courses. The Sihuan College and China-EU College
have been newly included to the platform with personalized learning
programs. A total of 272 courses have been set up in line with the learning
plans.

To fulfil the qualification for various positions, the Group's training
department formulated a three-dimensional study groups categories by
business, function and duty. 48 study groups are formed in total by
classification. Learning resources will be allocated to each group based on
the requirements, while learning plans (learning path maps) with annual,
monthly and specific training requirements will be made to match the
groups with precise resources.
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The upgrading of online learning platform has effectively ensured the
targeted training and personalized learning for employees and enhanced
organizational learning efficiency; in addition, it has reinforced the abilities of
learning data collection and analysis, realized the quantitative assessment on
training and facilitated the operation and management of learning projects.

In 2019, the Group's percentage of employees trained and average training
hours are as follows'

By gender:
ZilEEE DL A Z I
Percentage of Average training
Gender employees trained hours per employee
Male 96.85% 2044
Female 97.28% 16.95
By grade:
FiEEE DL A Z I
Percentage of Average training
Grade employees trained hours per employee
Director or above 85.16% 46.97
Manager or head 82.72% 3411
General staff 99.55% 3277
L2 For training classified by gender includes classroom trainings only; for trainings classified by

hierarchy include both online and classroom trainings.
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Employee rights and cares

Employee rights and equal engagement

The Group strictly complies with the “Labor Law of the People’s Republic of
China” and other labor laws and regulations, and provides statutory benefits,
as well as public holidays, paid annual leaves and other statutory leaves, for all
employees. The Group strictly prohibited forced labor and child labor. In case
of working overtime, employees may apply for compensatory leave or other
compensations, as prescribed by law.

We uphold fairness, strive to create an open, diversified and equal working
environment and preclude all forms of discrimination of age, gender, religion,
family background and race. The Group has established a sound complaint
mechanism, where employees can submit complaints directly to the center/
departments of the Group’s headquarters, or the person-in-charge or the
head of human resources department of subsidiaries for issues about
employment, remuneration, performance evaluation, attendance
management, reward and punishment management; after a complaint is
received, the relevant department should provide feedback in a timely
manner and handle the complaint properly, while safeguarding the security
of employees’ information and privacy, so as to truly protect employees’
rights and interests.

Employee health and cares

The Group strictly abides by the "Provisions on the Supervision and
Administration of Occupational Health at Work Sites” and other laws and
regulations, and has promulgated and implemented the “Employees’” Health
Management Procedure” in a bid to provide employees with healthy and
comfortable working environment.

The human resources department and administration department jointly take
charge of safety and health at workplace, they keep a close watch on
employees’ physical records and mental health, organize medical checkups
and maintain health profiles of employees. The Group advocates healthy
lifestyle and provides entertainment and fitness facilities for workout. These
include basketball courts, badminton courts, table football and table tennis
facilities and multi-functional hall, etc. In 2019, 2,548 employees from the
Group underwent annual regular medical checkups and 1,191 employees
went through annual occupational health in total.

In addition, the Group's subsidiaries regularly organized various activities for
the employees, such as fun sports competition, table tennis competitions,
poker contests, etc,, to enrich the employees' lives. During traditional Chinese
festivals such as Dragon Boat Festival, Mid-Autumn Festival, Chinese New
Year and on national holidays such as Women'’s Day, employees receive
fringe benefits, such as gifts or allowance.
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2019 Mother’s Day Celebration — Mom, | Love You!

“E-NFRRE  ARERENTIER GBS REFR] WERE
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On Mother's Day in 2019, the Group held a celebration activity themed
“Mom, | Love You", where greeting cards with the blessings from the Group
were provided as holiday gifts and the employees expressed their love and
best wishes to their mothers in video clips.

“E-NERFHED R BRFREONR

2019 Dragon Boat Festival Celebration — Making delicious Rice Dumplings at Sihuan
AERE_ZT-NFHRFOIRRREERRERT TR THLE-
BRARFEET BEIRXIIRENSHERE  HESHTERE
LB RRERDHTILEBRINNHES RSB K EER
REBT] ©

On Dragon Boat Festival of 2019, the Group held a rice dumpling making
competition in the canteen of Zhangjiawan Park. Through making rice
dumplings by hand, the employees were immersed in a strong festival
atmosphere and felt the joy, which would probably enhance emotional
exchange and team cooperation and cohesion.

“E-NFHRHNEER —[BRAER | BE#

2019 Mid-Autumn Festival Celebration — Guessing Lantern Riddles — “Happy Reunion”

“ZE-AFAATZR ERMERZER  AEEAKT [FIRAE
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On 12 September 2019, the Mid-Autumn Festival, the Group carried out the
activity, Guessing Lantern Riddles, with the theme of “Happy Reunion”. The
activity became an occasion where we aspired to “make concerted efforts
and stay true to the mission”. With the corporate culture promoted and the
employees’ sense of belonging raised, it created a pleasant and harmonious

working environment.
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Sihuan Vision
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The Sihuan Vision is an internal publication of the Group, which has been
published quarterly for almost ten years. Information on industry trends, the
Group's business development and organization construction are shared on
a quarterly basis to keep the employees up-to-date; and chapters, such as
“Sihuan Culture” and “Sihuan Story”, are marked off for sharing cases of
excellent employees and encouraging the employees to contribute and
share their insights and experiences gained in work, which is welcomed by
the employees through enthusiastic participation.

CEJuE Y
The Most Beautiful Sihuan Employee

“E-NFAEEEABFET [REMRAIGTEES - § [MR
AmB B HBRE  BESE - BRE  Z46F 928  KERUIE
RFRKBARE  BEEREAESFHRIE
MBETLL - 100BA AAE - &&R36% [HEMIRAIBHEML -

In 2019, the Group held the selection of “The Most Beautiful Sihuan
Employee”. Excellent general employees in various positions of the
enterprise were selected and evaluated in accordance with the “qualities of

EB T R EERHA

THETERRENE - &

Promoting corporate culture

Corporate culture drives the team cohesion and employee happiness. Aiming
at the core values of “integrity and responsibilities, pragmatism and
innovation, sharing and cooperation, and pursuit of excellence”, the Group is
committed to the construction of its corporate culture. With the help of the
Sihuan Vision, a Group publication, and through selection of “The Most
Beautiful Sihuan Employee” and other distinctive activities, the Group raised
the employees’ awareness and appreciation of the corporate culture, and
strived to build a talent team which recognizes the corporate culture and
Spirit.

20194%6H #@F

&\

Sihuan employees” as the selection criteria, namely “passion, responsibility,
inclusiveness, good cooperation, diligence, and effectiveness”. After
evaluation, over 100 employees were short-listed, of which 36 employees
were accredited as “The Most Beautiful Sihuan Employee”.
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Professionalism and excellent performance of “The Most Beautiful Sihuan Employee” were depicted and the daily practice of
"qualities of Sihuan employees” was vividly demonstrated in the in-depth reports and video series in Sihuan Story of the Group,
setting examples for most of the employees. The spirit of “The Most Beautiful Sihuan Employee” urges all employees to
continuously step up and tap into their capabilities, give full play to their roles as masters, and create a good atmosphere of
“striving for excellence”, so as to facilitate the realization of employees’ self-value and the harmonious and win-win strategic
development of the enterprise.
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OPERATING WITH INTEGRITY FOR LONG-TERM
PROSPERITY

Establishing anti-corruption system

The Group strictly complies with laws and regulations such as the “Anti-unfair
Competition Law of the PRC”, the “Interim Provisions on Banning Commercial
Bribery” and the “Anti-monopoly Law of the PRC”, resolutely puts an end to
corruption and commercial bribery, and strives to create a anti-corruption
business environment by establishing internal control system to supervise
the exercise of management power.

The Group has promulgated and implemented the “Compliance Management
Regulation for Employees” in an effort to give guidance on operation standards
and procedures to regulate employees; and disciplinary measures are
intensified to prohibit bad behaviors of employees, such as free meals,
accepting gifts, taking other’s possession without permission, purposely
making difficulties for others, asking for benefits, etc. The audit and
supervision center of the Group continuously strengthens the
implementation of internal supervision mechanism through routine and
emergency compliance investigations, so as to identify and forestall potential
problems and vulnerabilities at early stage, and steadily press ahead with the
idea of “pre-warning rather than post-disposal”; at the same time, the Group
rigorously carries out subsequent reviews and follow-ups, and urges relevant
departments and subsidiaries to put rectification into practice, bolstering the
steady development of the Group's compliant operation with integrity.

In order to encourage stakeholders to get involved in the supervision, the
Group has set up an anti-corruption reporting mechanism to receive reports
of violations through telephone, email, letter and other channels. After
receiving a report, the Group’s compliance department makes a preliminary
assessment on whether the violation in the report exists in accordance with
the specific handling procedures, and replies the whistleblowers accordingly;
then the department collects internal and external evidences and launches
an investigation by means of interview, written statement with signature, etc,;
the result of the investigation will be submitted to the Group's senior
executives in a report; disciplinary measures against violators are determined
based on the employee handbook and the punishment suggestion of the
compliance department, and those suspected of committing a crime will be
transferred to public security organizations. The Group's compliance
department is independently responsible for the investigation, which is made
confidential for comprehensive protection of the whistleblowers.
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Compliance management for construction

During the Year, the Group has formulated the "Administrative Measures for
Compliance Inspection on Construction Project” and “Administrative Measures for
Project Completion Settlement Audit” and other rules for projects with high
compliance risks. Meanwhile, the compliance inspections on construction
projects have been strengthened to lift the ability to defuse the compliance
risks.

The scope of compliance inspections on construction project covers the
entire process of the projects, including project proposal, project initiation,
design for different stages, bidding, contract management, project
construction, completion acceptance, project settlement, etc. The priorities of
the inspections include monitoring bidding of construction projects and
equipment procurement for new projects, so as to ensure that the bidding
and procurement procedures are consistent with the principles of fairness,
impartiality and transparency. The inspections aim to supervise and give
guidance on the safety, quality, progress and cost management of project
construction and conduct checks and reviews on acceptance of production
equipment of new projects at different stages.

Compliance training

The Group highly values compliance training and promotion, through an
array of compliance system lectures and trainings, educates the employees in
following rules and being honest and strengthen their abilities to mitigate
compliance risks, therefore, to ensure compliance and promote sustainable
development of the Group.

Review of 2019 anti-corruption and compliance work

Accepted and investigated 5 reporting clues, with relevant violators in
some reports held liable after investigation;

Engaged in on-site supervision on bid opening of over 76 bid projects
to eliminate non-compliance;

Carried out 11 special compliance audits on subordinate units,
identified 96 non-compliances and made targeted rectifications;
conducted 16 project compliance reviews, identified 240 non-
compliances and made targeted rectifications;

For projects with high compliance risks, on-site compliance trainings
were arranged for all engineering personnel during the Year, who
should make an oath for integrity and sign the “Compliance Undertaking
Letter” and
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Organized 8 educational activities to promote anti-corruption and
integrity; added the integrity and compliance column on the Group's
official website, and published several articles regarding construction
of clean administration in the Group's internal publication “Sihuan
Vision” to promote the integrity culture.
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No litigation in regard to corruption was filed against the Group in 2019.

Building harmonious business environment

The Group treats each partner with integrity, respect and responsibility, sees
its customers, suppliers and peers as equals who deserve full respect, and
have no tolerance to any form of commercial bribery. Partners are required to
strictly abide by anti-bribery and anti-corruption policies of Sihuan
Pharmaceutical, and jointly observe the integrity and compliance culture and
compliance code.

In the courses of bidding, the Group vigorously promotes compliance
requirements and enters into the “Integrity Agreement” with suppliers to
supervise each other and comply with business ethics together. In the course
of distributor selection, the selection criteria is strictly implemented while the
code of conduct to be observed is fully communicated with business
personnel, who should sign the “Letter of Commitment Relating to Distributors’
Compliant Operation”, therefore, to create a standardized and healthy

pharmaceutical business environment.

The Group strictly abides by the “Company Law” and other relevant laws and
regulations, international practices, business ethics and market rules, opposes
any form of unfair competition, complies with trade control, and resolves not
to engage in, participate in or assist money-laundering activities of any type;
the Group maintains the order of fair competition in operating activities, and
dedicates to achieving sustainable development featuring integrity, mutual
benefit and win-win cooperation.
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MAKING SOCIAL CONTRIBUTION FOR A BRIGHTER
FUTURE

The Group is committed to undertake the corporate social responsibilities,
devotes itself to public welfare and brings the whole society together for the
purpose of co-prosperity of corporate value and social value.

Boosting the development of Northeast China

The Group has control over subsidiaries in Northeast China including Jilin,
Changchun, Meihekou City, etc. and is constantly expanding businesses and
creating more employment opportunities in Northeast China. Meanwhile, the
Group's subsidiaries closely cooperate with local governments, intensify the
product R&D to enrich the market, and focus on growth and enterprise
vitality, so as to make constant economic contributions to pharmaceutical
industry and exert positive impact on the social and economic development
of Northeast China.

In addition, in response to the call of local governments, the Group actively
encourage the employees to participate in large-scale activities and various
public welfare activities organized by the government in a bid to
continuously strengthen the sound interaction with the society and
community and facilitate the sustainable development of the enterprise.
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EEMRBHUM¥RRRETES
Fukang Cup — Half Marathon Challenge

“Z-NAFNAZTHA  EMORESHWEABREZERETOTENRARE  BRZEZETIZ2NERNFA
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On 25 August 2019, Jilin Sichang and Jilin Jinsheng actively acted upon the call of Meihekou Municipal Committee and
Meihekou Municipal Government and sent multiple employees to take part in Fukang Cup — Half Marathon Challenge.
Brimming with energy and full of fight, the racers dashed for the destination as soon as the starting gun fired. Participants other
than the racers formed a voluntary cheering squad to root for and perk up the racers with towels and mineral water along the
way. In participating in the race actively, the employees demonstrated the spirit of never giving up, and the race became the
embodiment of good lives of Meihekou people and the carrier of their enthusiasm, revealing that this is a city which never says

never but unceasingly surmounts itself.
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Fitness Walking — Commemorating the 70th Anniversary of the People’s Republic of China

AMBEEERTNRSFR - E—NAFNAA T AR+ AB2NFEKZ70FFEARTIT - MRARETH
EHEEEXEMAB—BAKTEALTHREO  BEFFNEBE—BAEEO EHBBONTET  BEEdH
Hth - EEHTHRARIEEIPINAE - FEZALHDEAN  EERGEZFNEHE - SEALHEL
=R E BAF

Ambest Pharmaceutical and Jilin Sichang participated in the Fitness Walking — Commemorating the 70th Anniversary of
China, respectively on 28 and 29 September 2019. Employees of the two companies, with those from enterprises and public
institutions in the city formed a team of ten thousand people and orderly marched along the streets while singing revolutionary
songs led by the street team to feel the excitement of celebrating the National Day. Looking at the five-star Red Flag flying and
hearing the lingering revolutionary songs, everyone ardently renewed their love for the nation.
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BEiRESRE Attention to health issues

AEBFEEBIMSREZE  RBAR The Group always pays attention to social health issues and draws on long-

23 BRANSEE 58 TAS term first-aid trainings, health survey and other activities to disseminate and

BREAH PEEHER=#ERPRE - popularize various health knowledge, promoting healthy China with its own
strength.

At+FESRE
First-aid training by Red Cross

“T-NFHANA  RRSHEFESMEMARELE  FESRER - ERARKHEFE T PRA+FEES
RS ER R BAL - FRORK B KGR > RERBETRMERX  BEANSNUEINES - —ZZT—NF - #2633 A
B ERA G T 2REE -

On 4 April 2019, in an effort to promote first aid knowledge and awareness among the public, Beijing Sihuan invited first aid
training instructors, members and instructors of rescue team from the Red Cross Society of China to train all employees with
professional and practical first aid knowledge. In 2019, 268 employees in total were qualified in the training and granted the
First Aid Certificate.

FEREIFNRIED BABIERAMNERIRER - BB ESRABEAEEEEBEES  NATRSRGEER
REB - WFAER T OMESRN - ARNREESSNUKRELN  BHEHL FERILFEILTE - EFHE
SREND  RABIREBZESRERNERRT B THEA A +F ] 0958 - EEETBIIREAM AL
BRFHRLEFEBMA

The training courses comprised theory of knowledge and practical application, where training instructors delivered the first aid
knowledge with examples in daily life, introduced fundamental practices of first aid, and demonstrated the cardiopulmonary
resuscitation in detail. The courses also taught how to stop bleeding by pressing acupoints and binding up the head, arm and
other body parts. With a good knowledge of first aid, employees get better at dealing with accidents and emergencies in real
life, become successors of the “Red Cross” spirit and are ready to offer a helping hand to people in emergencies.
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Research on air pollution and population health cohort

IREREEIHEERNEREE RCE-NFTAT\BFEARSREIERMERRAETYHR BRila
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Beijing Sihuan paid close attention to the health concerns of the society and on 18 October 2019, sent 35 employees as
voluntary respondents to actively cooperate with the Center for Disease Control and Prevention in the district, so as to facilitate
and complete the research on air pollution and population health cohort 2019. On-site research was conducted by
Zhangjiawan Community Hospital in Beijing Sihuan, during which, health services staff, after finishing registration and identity
verification of the respondents, collected and centrifuged blood, packaged blood samples, collected urine, carried out physical
examination on height, weight, waist circumference, blood pressure, heart rate and lung ventilation function, etc., and
conducted questionnaire, in an orderly manner. After completing the questionnaire, the voluntary respondents on site
cooperatively answered questions raised by health services staff, with respect to air pollution and population health cohort,

which were most concerned among the government, the society and the public.
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Developing green ecosystem

Jilin Zesheng Environmental Protection Engineering Co., Ltd., a subsidiary of
the Group, has an ecological environmental protection project commenced
on 5 July 2019, which covers a floor area of 211,758.52 m? and a construction
area of 42,497 m. The project consists of the construction of 30 individual
buildings, including hazardous waste incineration plants, solid waste
warehouses, office buildings and dormitories, with a total investment of
approximately RMB350 million. The construction of major structure has
completed, the project is currently under commissioning and expected to be
put into service at the end of August 2021. Upon its operation, the project
will take care of the ultimate disposal of hazardous waste produced by
production modules of Sihuan Pharmaceutical, and house hazardous waste
originated from the manufacturing of pharmaceutical chemicals nearby, so as
to address the low capability in hazardous waste disposal of local
communities and enhance compliance with requirements on disposal of
hazardous waste in that area.
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APPENDIX |

Environmental area

Key performance indicators (KPls)

A1.1 EERY

A1.1 Emissions

A2BRERBHR
A1.2 Greenhouse gas
emissions

B EAZE-NAFEMERERABLCIEREE & °
MRM B AR S REEBIZTMH T EERBR
FERBREE R ERBEEN63% - HEBER

BEHFFEM -

TABLE OF 2019 ESG KEY PERFORMANCE DATA

B —2-NF —FT-N\F
Unit 2019 2018

RER B S BIEI K 60,920.68" 26,814.69
Total exhaust gas emissions 10,000 standard

cubic meters
—REmBRE U 47.39 110.11
Sulphur dioxide emissions Tons
RE/HBENE U7 54.13 96.45
Nitrogen oxides emissions Tons
AR HEE A 9.08 2753
Particulate matter emissions Tons
REKBEPAE & B 344,490.39 357,486.41
Total wastewater discharged Tons
BILBEFEE A 40.22 96.93
Total chemical oxygen demand Tons
SAHERE T8 3.65 207
Ammonia-nitrogen discharge Tons
RERBHNE (BE—) WE—S(LIRE S 39,605.97 55,110.19
Greenhouse gas emissions (Scope 1) Tons of carbon dioxide

equivalent
BERBHNE (BE ) WA SR EE 53,065.02" 36,269.07
Greenhouse gas emissions (Scope 2) Tons of carbon dioxide

equivalent
RERBANE WE—S(LIRE S 92,670.99 91,379.26
Total greenhouse gas emissions Tons of carbon dioxide

equivalent
BERBHNEE WA SR EE 0.03 0.03

Was AR T T

Greenhouse gas emission intensity

Tons of carbon dioxide
equivalent/thousand
RMB revenue

When Jilin Huikang and Shengtong Chemical launched production in 2019. Both of the
subsidiaries generated emissions from the production process, accounting for 63% of the
total exhaust gas emissions, led to an increase In total exhaust gas emissions.

Y ERER SRR EENERREREIER N

BNEREASHEBEEARAEERARERKE LT
BRERBEEHRERKN - ARE-_T-hFi#
—SRETRERBINBEXE  BE=H
BRI BER - MTTRE -

Reconstructing boilers from coal-burning to gas-burning leads to a decrease of direct
greenhouse gas emissions; general increase in electricity consumption of each subsidiary
leads to an increase of indirect greenhouse gas emissions. The Group has further improved
greenhouse gas emission data in 2019, scope 3-other indirect emissions are no longer
applicable and disclosed.
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Key performance indicators (KPIs)

A3EEREEY

A1.3 Hazardous waste

Ef8H EREEY)

Solid hazardous waste
REEEEEEYD
Liquid hazardous waste
BEEEY
Hazardous waste

BEEENTE

Intensity of hazardous waste

A1AEEREY AERIR
A1.4 Non-hazardous Daily garbage
waste — T XEEREEY

General industrial solid waste
BmEEEY
Non-hazardous waste
BEBEENRE
Intensity of non-hazardous waste
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By
Unit

L7

Tons

45

Tons

ME

Tons

Fr/
Was AR T T

Kg/thousand RMB
revenue

L

Tons

L7

Tons

14

Tons

Fr/
W ARB T T

Kg/thousand RMB
revenue

further improve the reporting quality.

FoBYBEREMBERAEM -

Vo RBSE-AFHETNERRREOE - 3 v
SR N\FEFRAREBETENHE

2019, resulting in an increase of hazardous waste.

retrospectively.

MREEZREES

B ERE AR

—B-nEcT —ZTAF
2019% 2018
141.63 R
Undisclose
706.90 R EE
Undisclose
848.53" 118.87
0.29 0.04
809.64 887.90"
6,586.51 9,831.13
7,396.15 10,719.03
2.56 367

=

3

R A ]
2019

Iff

With reference to the ESG Reporting Guide, the Group enhanced the ESG environmental
data collection system in 2019, and included. more data points in the disclosure, in order to

Jilin Huikang and Shengtong Chemical went into formal production in 2019 while partial

hazardous waste of several subsidiaries generated in 2018 was treated and recorded in

According to 2019's statistic scope of daily garbage, daily garbage of 2018 is adjusted
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BREARER By “E-hE® T )N\F
Key performance indicators (KPIs) Unit 2019% 2018
A2.1 &R AEIRfE BREROHFEE FERE 197,789,440.33  227,039,500.00
A2.1 Resource and Total energy consumption KWh
energy consumption EHIEZRLFREEE TR 124,731,346.06 AW E
Direct energy consumption KWh Undisclose
REZRREREE F B 73,058,094.27 R
Indirect energy consumption KWh Undisclose
BEIRERERE FEE, 68.51 77.80
Was AR T T
Energy consumption intensity KWh/thousand RMB
revenue
BRES TR 49,914,563.60 AIFFE
Total electricity consumption KWh Undisclose
HNBELS) B 83,986.57 RIREE
Purchased heat GJ Undisclose
FURERE 7t 184,852.23 AIKEE
Gasoline consumption Liter Undisclose
SnERE 7t 26,182.34 RIRE
Diesel consumption Liter Undisclose
RICAHREAE SLFOK 10,264.59 RIREE
Liquefied petroleum gas consumption  cubic meter Undisclose
EBAAREAE Fr 4,392,075.80 RERE
Pipeline natural gas consumption Kg Undisclose
HERE U 13,664.40 RIRE
Coal consumption Tons Undisclose
A2.2 kK& BAKE AV 709,639.34 842,959.00
A2.2 Water consumption Total water consumption cubic meter
RKEE KRS 0.25 029
W ARBTFT
Water consumption intensity cubic meter/thousand
RMB revenue
A2.5 B EME BRI BERE L7 3,198.90 3,180.47
A2.5 Packaging Total packaging materials consumption Tons
materials BREEE Fi/ 1.11 1.09
W AR T T
Packaging material consumption Kg/thousand RMB
intensity revenue
MAREE TR 270,643.98 AIKEE
Office paper consumption Kg Undisclose
B REESGHES| AEBEZE-NFEETEESG E With reference to the ESG Reporting Guide, the Group enhanced the ESG environmental
RIRBBRERS  WERBEP N EZEEER data collection system in 2019. and included more data points in the disclosure, in order to

LAMRFHREEE -

further improve the reporting quality.
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Scope of environmental data collection

Environmental data collected from 1 January 2019 to 31 December 2019 was
included in the Report, covering the administrative, production and
construction areas of the Group's headquarters, 11 affiliated production
companies, 3 R&D companies, 3 marketing companies and 3 projects under

construction. Given the Group's business development, 1 production
company — Shengtong Chemical, 1 marketing company — Jinsheng
Marketing, 1 R&D company — Beijing Xuanyi, and 3 projects under
construction were newly added to the statistical scope.

Notes to environmental data and coefficients

m

The greenhouse gas emissions (scope 1) come mainly from primary
energy consumption of fixed equipment, vehicles and staff canteen,
while the greenhouse gas emissions (scope 2) mainly originate from
consumption of electricity and purchased heat and steam. The above
data is sourced from relevant fee bills and administrative ledgers. The
greenhouse gas emission factors of electricity are subject to the “2077
Baseline Emission Factors for Regional Power Grids in China” issued by the
Ministry of Ecology and Environment of People’s Republic of China; the
greenhouse gas emission factors of coal refer to the “National
Greenhouse Gas Inventory by IPCC"; the greenhouse gas emission factors
of outsourced heating power are based on the “GHG Protocol Tool for
Energy Consumption by WRI (version 2.1)"; other greenhouse gas
emission factors refer to the “Reporting Guidance on Environmental KPIs”
released by the Stock Exchange.

In 2019, energy consumed by the Group include fuel consumed by
fixed equipment, official vehicles and staff canteen, and purchased
electricity, heat and heating steam. The above data comes from
relevant fee bills and administrative ledgers; the energy consumption
coefficients are subject to conversion factors provided by the
International Energy Agency and the “General Principles for Calculation
of Total Production Energy Consumption (GB2589-2008T)".

The Group mainly uses municipal tap water and the above data is
collected from water bills, financial reimbursement records and
administrative ledgers.

The consumption of office paper by the Group refers to printing in
daily operation and the data is collected from ledgers of the
procurement department and administrative department.
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By gender

RER
By age group

BRBR
By grade

RERER
By employment type

Rt &
By geographical region

BERE

By academic qualification

v BEESGIES| AEBE_T-NFHETEEG
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Social area

B1  Total workforce by gender, employment type, age group and

geographical region
—E-hE" —ZT—)\F
2019"® 2018
1H L (%) 15 EE (%)
Proportion (%) Proportion (%)
5 42.38% 42.79%
Male
L8 57.62% 57.21%
Female
30BEEIA T 35.30% 33.98%
30 years old or below
31-505% 60.59% 62.20%
31-50 years old
50 3k A | 4.11% 3.82%
50 years old or above
#aEE MAE 2.57% 1.75%
Director or above
KEFE 9.90% 26.59%
Manager or head
EBET 87.53% 71.66%
General staff
PHET 98.98% RN
Full-time employee Undisclose
FEBET 0.03% AIKEE
Part-time employee Undisclose
BEEE 0.47% RILFE
Intern Undisclose
IKiIEET 0.52% RILE
Dispatched employee Undisclose
FEMEET 99.68% 99.72%
China region employee
MR B T 0.32% 0.28%
Overseas region employee
[ innt==tivi 1.20% 0.76%
Doctor degree
{112 9.83% 7.97%
Master degree
EINRE v 36.69% 35.02%
Bachelor degree
RERLAT 52.28% 56.25%
Academy or below
BTHAR 4,009 3,952

Total workforce

9 With reference to the ESG Reporting Guide, the Group enhanced the ESG social data
collection system in 2019, and Included more data points in the disclosure, in order to
further improve the reporting quality.
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By gender Male
o8

Female

BBR
By grade

EEs LA E
Director or above
KIBFE
Manager or head
EmET
General staff
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B2  Health and Safety

Work-related fatalities

Work-related injuries

Lost days due to work injury
Production safety accidents

Annual regular medical checkups
Annual occupational health checkups

Safety drills
Participants in safety drills

ZE-NF —E-N\EF
2019%° 2018
0 0

0 0

0 0

0 0
2,548 1,971
1,191 R EE
Undisclose

40 25
3,297 2,073

B3  The percentage of employees trained and average training hours
per employee by gender and employment category?'

—E-hEF> —E-N\F
2019% 2018

FIEER S AUZIREH ZIBAR  ABXHEFE
Percentage of Average Total of Average
employees training hours employees training hours
trained per employee trained per employee
96.85% 20.44 14,668 25
(BE8%EI) (BE3XEI)
97.28% 16.95 (include male (include male
and female) and female)
85.16% 46.97 RIFE RIKEE
Undisclose Undisclose
82.72% 34.11 KRR AIKEE
Undisclose Undisclose
99.55% 32.77 A AR
Undisclose Undisclose
20 With reference to the ESG Reporting Guide, the Group enhanced the ESG social data

collection system In 2019, and included more data points in the disclosure, in order to

further improve the reporting quality,

2! The scope of total employees trained and training hours per employee by gender is offline

training. The scope of total employees trained and training hours per employee by grade

covers both online and offline trainings.
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B5.1 M EE 7 REREE B5.1 Number of suppliers by geographical region
—E-hEF —E-N\F
2019 2018
RithE SN 4 4
By geographical region Overseas
R L 33 31
Northeast China
PEEEL 35 37
North China
PRIZER 32 31
East China
PR 6 6
South China
PEEH 7 6
Central China
P EIFE 9 8
Southwest China
B5.2 HftAERIEIE B5.2 Other supplier indicators
—E-hEF2 —EB-)\F
20192 2018
FRI(BERZpaEZ)HEREE Number of suppliers who signed 126 K EE
the “Integrity Agreement” Undisclose
2 BREESGHES|  AEBEZT-NFEBTEEG 22 With reference to the ESG Reporting Guide, the Group enhanced the ESG social data
HEHBERERE  WEHREDNILZ @SR collection system in 2019, and included more data points in the disclosure, in order to
LRAREES - further improve the reporting quality.
80 SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2019



RIE g lkeams

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Bt & 11 APPENDIX II
(BRI -HE2ERERHEIESI) CONTENTINDEX OF “ENVIRONMENTAL, SOCIAL
AESE ] AND GOVERNANCE REPORTING GUIDE”
ESGIEE BEBR HESH
ESG KPIs Disclosure Corresponding Chapter
Al — AR EE BEERRBEREHM - KR THABEES © BIRE ZERIR HAIRRERE
A1 General disclosure  BE R BEERFEYIHIEEFHBUE Disclosed Maintaining Safety and
Policies relating to hazardous air and greenhouse gas Environmental Protection to
emissions, discharges into water and land, and Create a Healthy Ecosystem

generation of hazardous and non-hazardous waste.

Al BRI R A R AR B B - BikE TERIRIR HAERAERE
The types of emissions and respective emissions Disclosed Maintaining Safety and
data. Environmental Protection to

Create a Healthy Ecosystem

A12 BERBAENRER (WER)TE - BiKRE ZERIRIR HEAIERAER
Greenhouse gas emissions in total (in tons) and, Disclosed Maintaining Safety and
where appropriate, intensity. Environmental Protection to

Create a Healthy Ecosystem

A13 FrEEREREYEE R (ER)ZE - B LTRIRIR HAMEERERE
Total hazardous waste produced (in tons) and, where  Disclosed Maintaining Safety and
appropriate, intensity. Environmental Protection to

Create a Healthy Ecosystem

Al4 FELXEZEZEVBER (WEREE - E#E ZERE HAIRRLE
Total non-hazardous waste produced (in tons) and,  Disclosed Maintaining Safety and
where appropriate, intensity. Environmental Protection to

Create a Healthy Ecosystem

A15 fastUR S B R B VB e R TS AR - EiE ZRIRR HERERAER
Description of measures to mitigate emissions and Disclosed Maintaining Safety and
results achieved. Environmental Protection to

Create a Healthy Ecosystem

A16 MAREAENEZEREYN L REELE CBHRE ZERIR HAIRRERE
ENEBRTEHRR Disclosed Maintaining Safety and
Description of how hazardous and non-hazardous Environmental Protection to
wastes are handled, reduction initiatives and results Create a Healthy Ecosystem
achieved.

MREHEZEREEARQA 81
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A2 — R EE

A2 General disclosure

ESGIE1Z
ESG KPIs

BRERER(E
1265
Policies on the efficient use of resources, including
energy, water and other raw materials.

BEIREEIR ~ K REMRMEL) 8

BEBER

Disclosure

S

Disclosed

BEHE

Disclosed

S

Disclosed

S

Disclosed

Disclosed

B

Disclosed

A2.1 BEESHELEREFEEREE -
Direct and/or md|rect energy consumption.

A22 BREKERTE -
Water consumption in total and intensity (e.g. per
unit of production volume, per facility).

A23 B R A e 5t 8I R PTG AR ©
Description of energy use efficiency initiatives and
results achieved.

A24 e U SKERGE AR 7KR AT AR R - DA KRR 7T
Rkt 8l R PSR o
Description of whether there is any issue in sourcing
water that is fit for purpose, water efficiency
initiatives and results achieved

A25 R BIABEMHNEERBEESLLE -
Total packaging material used for finished products
and, if applicable, with reference to per unit
produced.
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HEZEH
Corresponding Chapter

ZERIR HAIRRERE
Maintaining Safety and

Environmental Protection to
Create a Healthy Ecosystem

ZERIR HAIRRERE
Maintaining Safety and

Environmental Protection to
Create a Healthy Ecosystem

ZERIR HAIRRERE
Maintaining Safety and
Environmental Protection to
Create a Healthy Ecosystem

ZERRER HAIRRLRE
Maintaining Safety and

Environmental Protection to
Create a Healthy Ecosystem

AR

Maintaining Safety and
Environmental Protection to
Create a Healthy Ecosystem

ZRIRIR HEAIERER
Maintaining Safety and

Environmental Protection to
Create a Healthy Ecosystem



A3 — R I FE

A3 General disclosure

A3.1

— R E

B1 General disclosure

B1.1

ESGIE1Z
ESG KPIs

WIEZEITAHIRIBRRAEREKEANTZEN
BUER o

Policies on minimizing the issuer’s significant impact
on the environment and natural resources.

AR EBHRRLERAERNENEIRD
EAXERERDREREBTENTTE -
Description of the significant impacts of activities on
the major environment and natural resources and
the actions taken to manage them.

BTk RE  BREEEA  TERSE - R
B FE#E - St RIERUAREAMFS
NAgNE B R BT HETABEATENE
BERKIROINER -

Information on policies and compliance with
relevant laws and regulations that have a significant
impact on the issuer, relating to compensation and
dismissal, recruitment and promotion, working
hours, rest periods, equal opportunity, diversity,
anti-discrimination, and other benefits and welfare.

=R
1% -
Total workforce by gender, employment type, age
group and geographical region.

EEEL - FiRERNLRE D HE

RIER - FhedR  MRBEIDEERKLLE -
Employee turnover rate by gender, age group and
geographical region.

R - wg kERH®E
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BEBER

Disclosure

S

Disclosed

BEHE

Disclosed

BEHRE

Disclosed

ki

Partially disclosed

HEZE
Corresponding Chapter
ZERIRIR HAIERAERE

Maintaining Safety and
Environmental Protection to
Create a Healthy Ecosystem

ZERIR HAIRRERE
Maintaining Safety and
Environmental Protection to
Create a Healthy Ecosystem

MEET Hemxzne
Caring for Employees and
Drawing Career Dream
Together

WEET HEemxznm
Caring for Employees and
Drawing Career Dream

Together
it -
Undisclosed
NEBREHEZEREBEER L\\ 83
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B2 — AR EE

B2 General disclosure

B2.1 ETEREME T AR L -
Number and rate of work-related fatalities.

B2.2 AIGEAIIEAS -
Lost days due to work injury

B2.3 R P ER AR B BB K (R BRER 22 2 FE e - DA S AR
%ﬂTT&mﬂ.f]’\ﬁ/i
Description of occupational health and safety
measures adopted, how they are implemented and
monitored.

84 SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2019

ESGIE1Z
ESG KPIs

BRRHEZETERRUALREREES#RBE

HERENBRMETHRITABEAZENE
FRIRENROINER

Information on the policies and compliance with
relevant laws and regulations that have a significant
impact on the issuer relating to providing a safe
working environment and protecting employees
from occupational hazards

BEBER

Disclosure

S

Disclosed

S

Disclosed

S

Disclosed

B

Disclosed

HEZEH
Corresponding Chapter

ZERIR HAIRRERE
Maintaining Safety and

Environmental Protection to
Create a Healthy Ecosystem

AEET HEBmXEZMR
Carmg for Employees and
Drawing Career Dream
Together

ZERIR HAIRRERE
Maintaining Safety and
Environmental Protection to
Create a Healthy Ecosystem

LZERIR HAIREER
Maintaining Safety and

Environmental Protection to
Create a Healthy Ecosystem

LZERIR HAIREAERE
Maintaining Safety and

Environmental Protection to
Create a Healthy Ecosystem

HEET HEBXZR
Caring for Employees and
Drawing Career Dream
Together



B3 —ARIEEE

B3 General disclosure

B3.1

B3.2

B4 —RE#EEE

B4 General disclosure

B4.1

B4.2

ESGIE1Z
ESG KPIs

BRARTHE B BT TIERE M AB R KA K
5 o HIIEFNEE) ©

Policies on improving employees’ knowledge and
skills for discharging duties at work. Description of
training activities.

EMRIREEERNSRELERE PREREE
FEONXIEEB L

The percentage of employees trained by gender and
employee category (e.g. senior management, middle
management).

RIERIREEERED - BREBTHEIN
TR -

The average training hours completed per employee
by gender and employee category

B RARy LB T 358 il 85 THYBOR M8 T $1 317
ABERZENEERZ RO ER -
Information on policies and compliance with
relevant laws and regulations that have a significant
impact on the issuer, relating to preventing child and
forced labor.

Rt T HRESAE (] 60 #5 b LA S B8 T K 5 ) 45
T o

Description of measures to review employment
practices to avoid child and forced labor.

R IR B RIS E R A B 15 T EREREY
g

Description of steps taken to eliminate such practices
when discovered.

R - wg kERH®E
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BEBER

Disclosure

S

Disclosed

ki

Partially disclosed

ki

Partially disclosed

BEHRE

Disclosed

BEHE

Disclosed

BEHE

Disclosed

Together
MEREHEREEERAT 85
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HEZE
Corresponding Chapter

MEET HeRxsnw
Caring for Employees and
Drawing Career Dream
Together

MEET HeRxznw
Caring for Employees and
Drawing Career Dream
Together

AEET HEemxzm
Caring for Employees and
Drawing Career Dream
Together

MEEST Hemxzne
Caring for Employees and
Drawing Career Dream
Together

BEET HEBXZR
Caring for Employees and
Drawing Career Dream
Together

HEET HEBXZR
Caring for Employees and
Drawing Career Dream
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B5 — AR FE

B5 General disclosure

B5.1

B5.2

B6 — AR I FE

B6 General disclosure

B6.1

ESGIE1Z
ESG KPIs

EEHEENIRE R ERBECE o
Policies on managing environmental and social risks
of the supply chain.

iR DN HREREE -

Number of suppliers by geographical regions.

WA R MR R RS -
ESEEETE 4=
A -

Description of practices relating to engaging

RAERITHRE
AR BRAEHIHHIT M EE R

suppliers, number of suppliers where the practices
are being implemented, how they are implemented
and monitored.

BEHEMREERNRENEREZ S  BS
T 5 RALBE B A RHEROT AR B MoE < E
BT ABEAZENERERZ AP ER -
Information on policies and compliance with
relevant laws and regulations that have a significant
impact on the issuer, relating to health and safety,
advertizing, labelling and privacy matters relating to
products and services provided and methods of
redress.

BEEkEE
BB DL ©
Percentage of total products sold or shipped subject
to recalls for safety and health reasons.

REPRZEREIEH AR K
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BEBER

Disclosure

S

Disclosed

S

Disclosed

B

Disclosed

S

Disclosed

B

Disclosed

HEZEH
Corresponding Chapter

RERE nRftEEER
Strengthening Supply Chain
Management Through Green
Procurement

MRERE e ftrERER
Strengthening Supply Chain
Management Through Green
Procurement

RERE naftEEER
Strengthening Supply Chain
Management Through Green
Procurement

BIFTEESE) MRBAREER
Being Innovative and Driven to
Care for Public Health

BIFTEEE) ARG AR

Being Innovative and Driven to
Care for Public Health



B6.2

B6.3

B6.4

B6.5

B7 —A& i FE

B7 General disclosure

B7.1

ESGIE1Z
ESG KPIs

BB E M KRG AR BB AR EE 7% -
Number of products and service related complaints
received and how they are dealt with.

Fi it BR A o N RS AN EE MR AR 1B D
Description of practices relating to observing and
protecting intellectual property rights.

i E S E R K EmEIWER
Description of quality assurance process and recall
procedures.

HUE B B BB RE RALRBEE - A RABEH
1TREERTTE -

Description of consumer data protection and privacy
policies, how they are implemented and monitored.

BEAY LR - R - BEF AR BERBER R
BTHETAREAZENHBERZ LRGN
BR -

Information on policies and compliance with
relevant laws and regulations that have a significant
impact on the issuer, relating to bribery, extortion,
fraud and money laundering.

RERPAHETASIEEBERE L EFED
BSRARMARBE RFABR -

Number of concluded legal cases regarding corrupt
practices brought against the issuer or its employees
during the reporting period and the outcomes of the
cases.

R - wg kERH®E
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BREER HEZE

Disclosure Corresponding Chapter

EHRE BIFTSREE) MRBARER

Disclosed Being Innovative and Driven to
Care for Public Health

BEiRE BIFTEEE) MRBARER

Disclosed Being Innovative and Driven to
Care for Public Health

BEEE BI¥TEEE) MBEAREE

Disclosed Being Innovative and Driven to
Care for Public Health

Bk BIFTEEE) MEAREE

Disclosed Being Innovative and Driven to
Care for Public Health

w3 HEEE HERFTER

Disclosed Operating With Integrity for
Long-term Prosperity

EEE WisEE HEREFER

Disclosed Operating With Integrity for
Long-term Prosperity

MEREHEREEER L\\ 87
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B7.2

B8 — AR FE
B8 General disclosure

B8.1

B8.2

88

ESGIE1Z
ESG KPIs

P E 5 b R EBRWAZ T - ARAARAENIT R B
BIE °

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

B RBER T REEMITHERTEMRE
REZEBEEE Bt = A zmHBUER -

Policies on community engagement to understand
the needs of the communities where the issuer
operates and to ensure its activities take into
consideration the communities’ interests.

HIEREE (WHE  REEHE
2R - Sk - 888) -

Focus areas of contribution (e.g. education,
environmental concerns, labor needs, health, culture,
sport).

BTEK

EEIHBAEBAER (NS ELRRE) o
Resources contributed (e.g. money or time) to the
focus areas.
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BEBER

Disclosure

S

Disclosed

EHE
Disclosed

B
Disclosed

Mo WE
Partially disclosed

HEZEH
Corresponding Chapter

HMEELE HEREFER
Operating With Integrity for
Long-term Prosperity

HEFER HIEFARK
Making Social Contribution for
a Brighter Future

HEER IR ARK
Making Social Contribution for
a Brighter Future

HEER HIEFARRK
Making Social Contribution for
a Brighter Future
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