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About This Report

This report is the Environmental, Social and Governance Report for the year 2021 (this “Report”)
published by Tong Ren Tang Technologies Co. Ltd. (the “Company”, 1666.HK) and its subsidiaries
(together, the “Group”). The board of directors of the Company (the “Board”) and its individual
members affirm that this Report contains no false or misleading statements or material omissions
and that they are jointly and severally responsible for the truthfulness, accuracy, and completeness
of its contents.

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

This Report sets out the Group's (for the purposes of this Report, unless otherwise indicated, it does not
include a subsidiary of the Company, namely Beijing Tong Ren Tang Chinese Medicine Company Limited
("Tong Ren Tang Chinese Medicine”, 3613.HK), and its subsidiaries (hereinafter collectively referred to as
“Tong Ren Tang Chinese Medicine Group")) policies and practices in aspects such as working environment,
operational management, public welfare and environmental protection for the period from 1 January 2021 to
31 December 2021 (the “Reporting Period”). This Report is designed to allow shareholders, investors and
the public to have a more comprehensive and profound understanding of the Group’s corporate governance
and culture, and please see the announcement released on Hong Kong Stock Exchange for the ESG
performance of Tong Ren Tang Chinese Medicine.

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

Ernst & Young Huaming LLP, an independent assurance organization, has provided independent assurance
services for this Report and issued an independent assurance report.

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

The Company was established in March 2000, was listed on the Growth Enterprise Market of the Stock
Exchange of Hong Kong in October of the same year, and was transferred to the Main Board of the Stock
Exchange of Hong Kong in July 2010.

As one of a modern Group based on traditional Chinese medicine integrating production, supply and
marketing under China Beijing Tong Ren Tang Group Co., Ltd. which is the ultimate holding company of the
Group has always adhered to and enhanced its pharmaceutical tradition of “no compromise on labour cost
despite the complexity of processing herbal medicines; no compromise on material resources despite the
scarcity of medicine ingredients” since its incorporation. Relying on modern pharmaceutical technology and
taking up its mission of “Cultivating Kind-heartedness and Benefiting Mankind and Preserving Health”, we
insist on the pharmaceutical characteristics of “unique prescription, superior materials, superb technique and
obvious effects” to provide high-quality, safe and reliable authentic products to all consumers at home and
abroad.

Taking Chinese patent medicine as the core, the Group boasts an abundant product reserve. The products in a
variety of categories offer such efficacies as nourishing heat-clearing, relieving, soothing, etc. There are more
than one hundred products in various dosage forms, such as pills, tablets, granules, oral liquids and gels,
among which the representative varieties include Liuwei Dihuang Pills, Niuhuang Jiedu Tablets, Ganmao
Qingre Granules, etc.

The Group is engaged in production and sales of traditional Chinese medicine, food and daily chemicals,
production of traditional Chinese medicinal materials, medical services, etc.

Committed to the modernisation of traditional Chinese medicines and traditional Chinese medicine healthcare,
the Group innovates based on heritage and self-develops backed by innovation, making continuous efforts to
promote the dissemination and development of traditional Chinese medicines and traditional Chinese medicine
healthcare.
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Brand and Culture

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

“Cultivating Kind-heartedness and Benefiting Mankind and Preserving Health” is both Tong Ren Tang's
mission and its spirit. Tong Ren Tang is in the pharmaceutical industry, taking on the mission of improving and
enhancing health and life quality of people. We always adhere to the ways of operation of making profits by
performing good deeds along with making profits, hold sentiments of preserving tranquility and wellness, in
order to actively promote the Chinese medicine culture.

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

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

From 1669 to 2021, Tong Ren Tang experienced a change from a drugstore, to a family business of “front
store, back factory”, and then to a state-owned listing enterprise. In these 350 years, despite changes in times
and environment, the concept of Tong Ren Tang to operate with integrity has never changed and the pace of
progress has never stopped. Through these 350 years, the brand of Tong Ren Tang has gradually took a
historic leap from Beijing to the country, and then to the world. Bringing back memories of hometowns to
overseas Chinese and gaining praises of patients with different skin colors from all corners of the world, the
word “Tong Ren Tang” brings people not only health, but also a strong Chinese sentiment.

In 1989, the Trademark Office of the State Administration of Industry and Commerce certified “Tong Ren
Tang” as a national well-known trademark. “Tong Ren Tang” trademark is owned by China Beijing Tong Ren
Tang Group Co., Ltd., the Group can use the trademark and logo of “Tong Ren Tang” for a fee according to
its authorization.
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ESG Management System

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

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

The Group's business and operation relating to ESG are led and authorised by the Board. Certain powers are
entrusted by the Board to the management to formulate and implement the strategy and operation plan in
respect of ESG of the Group. The Company has established functional departments such as the Trade Union,
Production Management Department, Quality Management Department, Human Resources Department,
Financial Planning Department, Security Department, Engineering Department, Audit Department, Investment
and Financing Management Department, Strategic Planning Department, After-Sales Service Inspection
Department and Legal Department (Brand Risk Control Department), which are directly led by the senior
management and are responsible for the Group’s overall management of strategy, personnel, finance, quality,
energy, safety and environment protection, risk control and other aspects of sustainable development.
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Responsibility Management

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

The Board of the Company deliberates and makes decisions on major ESG issues as the highest decision-
making body of the Group on ESG work, and assumes full responsibility for the environmental, social and
governance strategies and reporting of the Group. The Board reviewed and approved the Environmental,
Social and Governance Report of the Company for the year ended 31 December 2021 at the board meeting.
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The Group's ESG Governance Structure
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Board of Directors

Exg

Deliberating and making decisions on major ESG
issues as the highest decision-making body of the
Group on ESG work.
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Strategy and Planning
Committee

BHERHZES

Responsible for monitoring the Group’s ESG
performance and reporting to the Board of
Directors.
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ESG Working Group
ESGT e/

A

Responsible for advancing the formulation and
implementation of the Group’s ESG policies,
strategies, various goals and measures, and
organising and coordinating the Group's ESG work.
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Responsibility Management

Stakeholder Engagement
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Materiality Analysis
EXAMREAE

In 2021, factoring into internal and external environment changes and through interaction and communication
with various stakeholders about the daily production and operation, the Group collected opinions and
suggestions from various stakeholders on the sustainable development management of the Group; meanwhile,
the Group carried out benchmarking analysis of information disclosure of peer companies on sustainable
development, and sorted out the issues of sustainable development related to the industry and the Group.
After discussion and screening, issues of sustainable development for the year were identified, which serve as
an important basis and guidance for the sustainable development management of the Group in the future.
The Group's 2021 materiality matrix was finally determined as follows.
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The Group fully understands that sound corporate governance is the cornerstone of development. The Group
has adopted the principles and standards contained in the Corporate Governance Code set out in Appendix 14
to the Listing Rules as the Group’s standards, combined them with the Group’s conditions and constantly
optimised corporate management, aiming to establish a good corporate governance structure, improve its
governance, enhance the core competitiveness of the Group and fulfil expectations of shareholders and
investors.
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Organizational Structure of the Company
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The Board of Directors HMESS
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The Supervisory Committee
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VD Strategy and Planning Committee

The Company has set up a corporate governance structure comprising the general meeting, the Board, the
special committees, the Supervisory Committee and management pursuant to the Company Law of the
People’s Republic of China, the Listing Rules, the Hong Kong Securities & Futures Ordinance and other
applicable laws and regulations. The shareholders’ general meeting is the highest authority of the Company
while the Company’s business and operation are led and authorised to be managed by the Board. Certain
powers shall be entrusted by the Board to management. The Board monitors the performance of
management. The Board has multiple special committees, to supervise the specific affairs of the Company. In
addition, the Supervisory Committee of the Company exercises the power of supervision in accordance with
the law, with an aim to protect the interests of Shareholders, the interests of the Company, and the legitimate
rights and interests of employees from violation. Such organisational structure provides the authority organs,
decision-making organs, supervisory organs and management with clear roles, responsibilities and operating
standards, and enables them to constrain each other.

During the Reporting Period, the operation of duties of the authority, decision-making and supervisory of the
Company, including the general meeting, the Board and the Supervisory Committee, which all respectively
carried out management decision making and played supervisory roles strictly and operated in a standardised
and effective manner. The special committees under the Board also strictly performed their duties.
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Corporate Governance

Risk Identification

TR e 5k

The Group regularly identifies and analyses risks based on the Self-Check List for Risk Management Work and
their own actual conditions, and screens the internal and external risks and factors associated with or with
possible influence on the achievement of the Group’s goals in the risk identification process. Based on the “risk
source”, “the impact of the risk” and “the likelihood of the risk”, the Group discusses and determines the
degree of impact and probability of the risk and completes the risk identification. The identified risks are then
put in order to determine those worthy of key concern and priority control, and finally the Group's risk list is

determined and entered into the risk database.

The management of the Company regularly discusses, combs and updates the state of risk identification,
identifies the scope of risks that need attention, and makes reviews and adjustments due to changes in
business nature, operating environment and policy requirements, thus to continuously update and evaluate
different risk factors.
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Risk Control
B 4

The Group has established three lines of defense and monitoring mode for risk management, with each
business unit serves as the first line of defense for risk management, and each functional management
department serves as the second line of defense for risk management, and the audit department and other
supervision departments serve as the third line of defense for risk management. In 2021, the Legal Affairs
Department (Brand Risk Control Department) took the lead to carry out comprehensive risk identification and
sorting out countermeasures within the Group operations, and make recommendations to tackle identified
risks, ensure the effective operation of the Group’s risk management system, and ensure that risks are
managed and controlled.

Each unit of the Group collects internal and external information related to its risk management in accordance
with the major risks. According to the risk information collected, the degree of impact, probability of
occurrence and risk category are determined. Based on the results of the risk analysis, combined with the
cause and tolerance of the risk, the risk and return are weighed to formulate a risk response plan. At the same
time, dynamic management is carried out for the risks discovered and their changes. We regularly analyse the
material risks currently faced by the Group, discuss and formulate countermeasures to control the risks within
an acceptable range and reduce the probability of occurrence.

The Board of Directors is responsible for evaluating and determining the nature and extent of risks that the
Group can accept when realising its strategic objectives, regularly reviewing and approving reports on risk
management, assessing risks and countermeasures to ensure that the Group maintains appropriate risk
management, and reviewing their effectiveness. The risk management report of the Group for the year ended
31 December 2021 was reviewed and approved by the Audit Committee and the Board at the meetings held
on 15 March 2022 and 18 March 2022, respectively. For details of the measures taken by the Group for
management of the major risks, please refer to the section headed “Risk Management and Internal Control”
in the chapter “Corporate Governance Report” of the 2021 annual report of the Company.
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Corporate Governance

Anti-corruption

R

The Group complies with the Constitution of the Communist Party of China, Regulation of the Communist
Party of China on Disciplinary Actions and Certain Regulations on Integrity of Leaders in State-owned
enterprises and other internal party regulations, as well as the Anti-Money Laundering Law of the People’s
Republic of China, the Supervision Law of the People’s Republic of China, the Law of the People’s Republic of
China on Government Sanctions of Public Officials, the Anti-Unfair Competition Law of the People’s Republic
of China and the Regulations on the Prevention of Bribery among other relevant laws and regulations. We
have anti-corruption mechanisms such as the Provisions on Investigating Responsibility for Illegal Operation
and Investment and the Procurement Supervision and Management Regulations. All of the Party members,
cadres and employees are strictly supervised to abstain from such misconducts as fraud, offering or accepting
bribes, corruption, extortion and money laundering.

The Company has established the “Three Importance and One Large” system implementation measure under
which decisions on important matters, appointment and resignation of key managerial staff, arrangements on
important projects, and use of large-sum money must be made through collective discussion. In daily
operation, the Group strictly abides by rules such as governing business expenditure and executive
management. The matters that fall within the scope of the “Three Importance and One Large” system shall be
collectively decided by the Group in meetings such as the Party Committee meeting, the office meeting of
managers, Board meeting, etc. During the year, the Group effectively carried out clean and honest governance
by establishing and improving internal audit rules and regulations and internal control systems and
strengthening internal supervision and anti- corruption management. Meanwhile, the Group has strengthened
supervision over managerial staff at different levels, and effectively carried out anti-corruption, admonishing
and warning talks as well as written inquiries. The Group continued to carry out integrity education and anti-
corruption training. During the year, Party organizations at all levels organized more than 200 related training
sessions with over 4,000 participants. Meanwhile, the Company also carried out integrity education and
training for all Directors and Supervisors by distributing learning materials and organizing online learning.
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"Taking Cases as a Mirror to Facilitate Rectification” Warning Education Conference

[ARBE  URERIERHEARE

In November 2021, the Company held the 2021
“Taking Cases as a Mirror to Facilitate Rectification”
Warning Education Conference. More than 60
members of the Company’s leadership team, heads
of management departments and secondary units
attended the conference. We called on all Party
members, cadres and employees to take cases as a
mirror, reflect on and learn the lessons, and stay
alert; strictly abide by political discipline and rules,
always stay politically loyal, clean and responsible,
bravely shoulder responsibilities and mission, play an
exemplary role, and make new contributions to the
healthy development of the Company.
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Corporate Governance

The Company has established a Disciplinary Supervision Committee (“Disciplinary Committee”). The
Disciplinary Committee issued integrity reminder cards and announced to all employees the hotline and other
channels for reporting. We actively accept employees’ letters and visits by organising the “Disciplinary
Committee Secretary Reception Day” and other activities to support employees to report corruption incidents.
After receiving the relevant report, we conduct investigation and verification. We strictly handle improper
behaviour in accordance with the corresponding laws and regulations and the Company’s system, and transfer
suspected criminals to the judicial authority. At the same time, strict measures have been implemented for
protection of whistle-blowers and reported information. In the investigation process, we ensure that relevant
personnel are protected. It is strictly forbidden for staff to keep, conceal, consult, extract, copy and carry the
information involved in the case without permission. It is strictly forbidden to disclose the information involved
in the case or contact the persons involved in the case and their specific related parties without approval.

The Group continued to advance its work on economic responsibility audit. As for the main leaders and special
posts person in charge, on the basis of “those who resign or leave must be reviewed”, we combined the
outgoing audit and the incumbent audit over a three-year period, during which a rotating audit mechanism
has been established to carry out internal economic responsibility audits in a planned way. During the
Reporting Period, the Group hired independent third-party intermediaries with corresponding qualifications to
form a joint audit project team with the Audit Department to conduct economic responsibility audits on some
of its factories and subsidiaries.

In 2021, the Party Committee of the Group actively carried out internal special inspections on the
implementation of party building work, the business expenditures, the Company’s business decision-making
and system construction, etc., as well as systematic inspections on the risks and deficiencies of each link of
operation. We established and improved the relevant internal control systems, supervised the state of their
implementation, and formed a long-acting management mechanism to further improve the internal control
structure.

During the Reporting Period, these rules and systems served the control and preventive function in anti-
corruption management of the Group, and no material defect was identified. During the year, to the
knowledge of the Company, no corruption-related litigation was discovered.
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Authentic Medicinal

Authentic Place of Origin
H it EE

The main raw materials used in the Group’s production are various traditional Chinese medicinal materials. The
Group strictly abides by the approach of “planting and harvesting specific to places of origin and seasons”.
We have established six subsidiaries that engage in planting in Hebei, Hubei, Henan and other regions of
Chinese medicinal materials to plant indigowoad root, tuckahoe, cornel and other local traditional Chinese
medicinal materials, respectively, which are commonly used by the Group.
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Traceability of medicinal materials

o ZE R

In order to meet the requirements for standardised planting, management and traceability of traditional
Chinese medicinal materials, and ensure product quality, realise the supervision of traditional Chinese
medicinal materials across the life cycle, from 2020, the Group tried to use modern information technology to
build a traceability system for traditional Chinese medicinal materials. With the help of Internet of Things
technology, the traceability system can collect environmental information such as air temperature, humidity
and soil moisture in the place of origin of traditional Chinese medicinal materials, and provide standardised
and scientific guidance on the sowing time, fertilisation time and harvest time of different traditional Chinese
medicinal materials. At the same time, the traceability system can correlate the provenance batches, planting
batches, harvesting batches, processing batches and other data of traditional Chinese medicinal materials to
form a complete traceability chain. In 2021, the Company continued to promote planting traceability on a pilot
basis. The planting-focused subsidiary in Hebei continuously improved the technical regulations and quality
system management of planting varieties, carried out technical research on varieties including motherwort,
atractylodes rhizome and red peony, and formulated the standardized planting technical regulations for
multiple varieties including corydalis bungeana and motherwort.
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Traceability system for traditional Chinese medicinal materials

REMBRAS

Traceability of the whole process from destination
to raw materials
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Whole process management and information collection
from raw material to destination
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Whole Process Traceability of Traditional Chinese Medicinal Materials

TEMPRRAGEZBEREEYREE

Ecosystem and Natural Resources Conservation

ERBRBERRARERRE

Traditional Chinese medicines and traditional Chinese medicine healthcare have played pivotal role in the
development of China for thousands of years and are still common treatments for disease in China today.
Among them, medicinal animal and plant resources are an important part of traditional Chinese medicines.
They are all derived from nature, and as natural medicines cannot be completely replaced by chemical
synthetics. Therefore, in order to meet the needs of the development of the traditional Chinese medicine in
the country and fully meet the standards of “Chinese Pharmacopoeia”, the Company rationally uses natural
musk and other medicinal animal and plant resources in some products such as Xihuang Pills to ensure product
efficacy and consumer health and meet consumer demand.
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Authentic Medicinal

The rational use of medicinal animal and plant resources is not inconsistent with their protection. In order to
protect and promote the sustainable utilisation of medicinal animal and plant resources, China has
promulgated laws and regulations such as the Wildlife Protection Law of the People’s Republic of China, the
Implementation Regulations of the People’s Republic of China on the Protection of Terrestrial Wildlife and the
Implementation Requlations of the People’s Republic of China on the Protection of Aquatic Wildlife and the
List of Key Protected Wild Animals in China, which impose very strict regulatory requirements on the
procurement and utilisation of related resources. The Company strictly abides by relevant national laws and
regulations when purchasing and using such resources. The Company only purchases relevant resources from
suppliers with legal sources of traditional Chinese medicinal materials. Before selling such resources to the
Company, the supplier must apply to the national/local administration to get approval, only after which will
the Company purchase and store the materials in strict accordance with the approved varieties and quantities.
When using relevant resources, the Company will apply in advance to the national/local administration for
approval on the amount and purpose of use, quantity of finished products and the purchase volume of the
“China Wildlife Management Special Label”. After approval, we produce in strict accordance with the
approved amount of use, and paste the “China Wildlife Management Special Label” on product packaging in
accordance with relevant national laws and regulations.

Meanwhile, in order to protect the ecological environment and biodiversity and minimise the impact on the
environment, the subsidiaries of the Group that engage in planting strictly follow GAP requirements and use
standardised management approaches to strictly control key points and elements in the process of planting
traditional Chinese medicinal materials, such as seeding, fertilisation and pest control, etc. At the same time,
the type and use of pesticides and fertilisers are finely controlled to avoid environmental pollution. The Group
takes all measures to ensure the quality of medicinal materials and to realise the sustainable use of natural
resources.
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Continuous promotion of planting traceability by Beijing Tong Ren Tang Hebei
Chinese Medicine Raw Materials Technologies Co., Limited

ERECETEREMBMERABRERAFFREEEENRAN TF

During the year, Beijing Tong Ren Tang Hebei Chinese Medicine Raw Materials Technologies Co., Limited,
a subsidiary of the Company, initiated a pilot program to install an intelligent monitoring station for the
whole process traceability inspection on standardized planting of schizonepeta tenuifolia in Yutian County,
Hebei Province. The realisation of whole process traceability of standardized planting ensures stable and
controllable quality. Meanwhile, quality management personnel conducted inspections on the planting
from time to time and strictly prohibited random application of pesticides and fertilisers. Moreover, the
harvested medicinal materials were sampled and tested for pesticide residues and heavy metals to ensure
product safety.
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Continuous efforts on breeding high-quality authentic medicinal materials by Beijing
Tong Ren Tang Hebei Chinese Medicine Raw Materials Technologies Co., Limited

ERECETLEREMNERBERARSAEEELEREN

In recent years, in response to the increasing price of wild authentic medicinal materials and exhaustion of
some wild medicinal materials, Beijing Tong Ren Tang Hebei Chinese Medicine Raw Materials Technologies
Co., Limited, a subsidiary of the Company, has built a breeding field for authentic medicinal materials such
as scutellaria baicalensis, radix bupleuri and atractylodes rhizome in Chengde City, Hebei Province, and
continued to carry out the breeding of wild authentic medicinal materials. The subsidiary conducts
continuous research on standardized planting technology of authentic medicinal materials by adopting the
method of transplanting wild medicinal materials which imitates the wild planting free of fertilizers and
pesticides, in an effort to ensure good quality of cultivated medicinal materials and purity of seed
provenance and maximize the protection of wild medicinal materials resources and ecological
surroundings.
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Supplier Management
HEBEE

The Group has strictly complied with the Law of the People’s Republic of China on the Administration of
Pharmaceuticals, Good Manufacturing Practice ("“GMP") and relevant laws and regulations, and established
supplier management systems, such as Management Reqgulations about Suppliers of Traditional Chinese
Medicine Material, Management Regulations about Suppliers of Ingredient and Packaging Material,
Management Requlations about Supplier Audit, Evaluation and Approval, etc. The Group has clarified supplier
qualifications, selection standards, quality auditing and evaluation standards, and material quality evaluation
standards to establish an increasingly strict supplier management system.
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The Group formulated a stable supplier selection process. Based on adequate qualifications, the quality
department, in collaboration with related units, conducts assessment and on-site audit on suppliers. Only
suppliers who have passed the audit and assessment may be listed in the Qualified Supplier List, and allowed
to provide products. In 2021, the Company recorded 217 qualified suppliers and chose from them based on
the actual needs of procurement and while in business. The distribution in the Qualified Supplier List is as
follows.
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Distribution of qualified suppliers in 2021
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Supplier management by risk level

HEBERS REE

Based on identified risks of production materials, the Group has adopted level-to-level management which
classifies risks into A, B, C and D levels. The Group has identified supplier risk levels accordingly. For different
levels, the Group has determined the corresponding audit cycle and has formulated next year’s audit plans,
based on the outcome of the supplier annual review and risk evaluation, and increases audit frequency on
production suppliers with high risks so as to further reduce material purchasing risks.

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

The group establishes a sound system and implements standardized management on material procurement.
The purchased raw materials, auxiliary materials, packaging materials and other materials must meet the
corresponding national standards and environmental protection characteristics (for example, strictly control the
content of pesticide residues and heavy metals in raw materials; the purchased packaging materials need to
use environmental protection ink and environmental protection glue). At the same time, ESG considerations
such as corporate governance, safety and environmental protection are gradually incorporated into supplier
audit, and through interviews, training and other means, suppliers are urged to continuously improve their
environmental awareness and drive suppliers to jointly realize green, harmonious and sustainable development.
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Product Responsibility

Quality Control
BEEZEH

The Group has strictly complied with the Law of the People’s Republic of China on the Administration of
Pharmaceuticals, Law of the People’s Republic of China on Product Quality, Law of the People’s Republic of
China on Traditional Chinese Medicine, Administrative Measures on Adverse Drug Reaction Reporting and
Monitoring and other national laws and regulations about product safety so as to ensure product safety. The
quality control of the Group is mainly implemented in accordance with the relevant requirements of Chinese
Pharmacopoeia, GMP and the Group's internal quality control standards. The Group has formulated various
quality inspection and management standards, including for traditional Chinese medicinal materials, excipients,
packaging materials, semi-finished products and finished products, and made detailed regulations on various
objects, methods and contents of inspection. In 2021, the Group, in response to the latest pharmaceutical
regulations, completed the formulation of a number of systems such as Special Work Management System for
Product Quality and Administrative Measures for Subsidiary Variety Filing, and organized relevant units to carry
out internal and external training to ensure compliance with the latest pharmaceutical regulations.

The Group’s quality control of Chinese patent medicines covers the entire production cycle of the product
from raw material procurement, warehouse management, and processing, to product quality control and
after-sales feedback.

In terms of material selection, the Group controls product quality from the source. For the quality control of
medicinal raw materials, the Group has a professional team with rich experience in medicinal raw material
acceptance and inspection. The team of medicinal materials experts firstly carry out appearance character
inspection for medical raw materials through “look, smell and taste” and other detection methods, and then
the inspection team conducts full inspection for traditional Chinese medicinal materials lot by lot through
professional equipment to eliminate such phenomena as dyeing, weight gain and adulteration of medicinal
materials, exercising rigorous control over the quality of medicinal materials.
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The Group exercises strict product quality control throughout the production process. Adhering to ancient
maxims, the Group combines traditional preparation techniques with modern pharmaceutical technologies,
and strictly complies with characteristic traditional Chinese medicine processing and production procedures
and techniques that Tong Ren Tang has developed over nearly a hundred years. The Group strictly controls
every key point in production and constantly pursues better quality. Tong Ren Tang boasts characteristic
grinding levels, mixing uniformity, as well as temperature and timing in integration of Chinese medicinal
materials of different qualities. In addition, our production features special manual water-based pill
manufacturing techniques and wax coating techniques.

Regarding production quality control, the Group regularly does meticulous and overall on-site inspections for
all production workshops, control product quality rigorously through strengthening on-site management and
control as well as monitoring the manufacturing process. In case of substandard products in the production
process, the quality officers have vote power to ensure the compliance of products with quality requirements.

In 2021, the Company’s quality management department formulated a GMP self-inspection plan, and
organized a joint quality inspection team composed of relevant management departments and industrial units
to conduct quality supervision, inspection and unannounced inspections for all industrial units, subsidiaries,
and some entrusted production units, and put forward rectification requirements for problems spotted on site.
By the end of the Reporting Period, all relevant units had completed rectification. The Group’s quality
management system operates in a standardized and effective manner.
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Quality training
B EE Y

The Group attaches great importance to quality-related training. In 2021, in accordance with the requirements
of regulations such as the Administrative Measures on Drug Postmarketing Changes (Trial), the Pharmacopoeia
of the People’s Republic of China (2020 Edition), the Group organized relevant units to participate in external
training and carried out internal training level by level, in order to continuously improve the professional and
technical literacy of quality management personnel and raise the level of quality management.

AEESEEREEMRBNEITE  —T-—F  AEEHH(ER EMREEEER (F17)F
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o Internal training: we invited experts on Chinese medicinal material appraisal to give training in the form
of online + offline on topics including “quality and inspection of Chinese medicinal materials” and
“application of new technologies in quality control of Chinese medicinal materials”, elaborating on
purchase, acceptance and inspection, etc., in a bid to improve the appraisal and inspection competency
of our inspection personnel.

o External training: we participated in multiple training programs on laws and regulations and inspection
technology improvement organized by Beijing Pharmaceutical Profession Association and China National
Institute for Food and Drug Control.

o REMHEI : RAKL+ R THER  BEPEMETERFR [ 5
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Drug recall

EZEmAM

Drug recall refers to the recall of drugs with potential safety hazards that have been put on the market by drug
manufacturers in accordance with prescribed procedures. In accordance with the relevant requirements of the
National Medical Products Administration and the Group’s drug quality management, the Group has
established the Regulations on Drug Recall Management and a drug recall team composed of heads of quality,
sales, production, and finance departments. If quality defects or safety hazards are identified in launched
products, they will be promptly handled in strict accordance with the protocol and procedures to ensure the
vital interests and medication safety of consumers.

EnAlRREREECERRRAENEFROE LMHENTFELERBNER - REBERER
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Drug Recall Process
ERALERERE

Before the recall

=4I|

During the recall

The Quality Department conducts investigation and evaluation of drugs that may have potential safety
hazards, and issues an evaluation report.

HEMMIE AL 2RBNERETHEN G - HAFERE -

The drug recall team makes a recall decision based on the evaluation report and initiates the recall.

ZREAE/NERBFERSIELEERE - BMBEE -

The Quality Department formulates a recall plan, drafts and issues a recall notice, and prepares the
recalled drug information (including name, batch number, dosage form, quantity, specification and
production date), sales records, instructions for discontinuation of sales and use, and at the same time
submits a report to the drug supervision and administration department.

BEHFIGIEERGE - BT T EQEBEM  WERFEOERER (BERHE - 4y - Al .
HE - AR EERH)  HERE  FILEENEANGA  ANREREEERRERE -

After receiving the notice, the Sales Department will track the flow and notify the distributors to stop
selling and using the corresponding drugs.

HEMPIRIBANRER TR  BAEHEAIELEE  EREESER -

=ACs

Each member unit of the drug recall team keeps records properly. The records are sorted and
summarised by the Quality Department who then fills in the recall summary table, evaluates the effect of
the recall and submits a summary report to the drug supervision and administration department. The
records are archived and an announcement is made in written form that the recall is over.
ZRARNERKBE BRI HEESMPIYREETERES HEGRBERELERK -
W BEIMRETIE  MEMEBEERBREIAARS  THFE EEFAEMNEEE
R o

After the recall
A El#E

The products are retrieved and put it in the non-conforming product warehouse. After the investigation
and evaluation is completed, they will be dealt with in accordance with the relevant provisions of the
Non-conforming Product Management Regulations.

WEIER  MATERBE  FREMGEERR (T ARAERREINBEREETRIE -

In 2021, the Group recorded no recall due to product quality, safety and health issues.
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Innovation and R&D

Bl 3T E%

In order to improve the level of scientific research, enhance innovation capabilities and ensure the
standardisation and institutionalisation of scientific research projects, the Group has formulated the R&D
Project Management System to clarify the management regulations for scientific research planning, project
application and approval, project implementation process, use of project funding, etc. In addition, the Group
rigorously protects intellectual property rights and regulates their use and management in strict accordance
with the Patent Law of the People’s Republic of China and the Trademark Law of the People’s Republic of
China and other applicable laws and regulations.

In terms of scientific research on products, the Group is mainly committed to the secondary scientific research
of existing products, taking into consideration of curative effects of existing products and concentrating efforts
in technological improvement and upgrading. During the Reporting Period, in line with the strategy for major
varieties, the Company carried out research on the efficacy of products such as Jinkui Shengi Pills, Shengmai
Liquor, Jingzhi Niuhuang Detoxification Tablets, Zhuangyao Jianshen Pills, Taizi Baoxin Liquor and Yangxue
Rongjin Pills in the treatment of chronic diseases, with a view to continuously improving the scientific value,
clinical value and market value of the products by means of technological innovation. Meanwhile, in
conjunction with the 14th Five-Year Plan, the Company conducted safety evaluation and stability research of
several classic prescriptions such as Tao Hong Si Wu Tang and Ling Gui Zhu Gan Tang, and the production
transformation of the products was in progress.

RIREBTKE - $BoRBIFTEE D - BRTITIRBE R &L - $IE( - AREDHECHTEIE R &2
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Customer Service

& FE R

Upholding the principle of honesty and trustworthiness, the Group provides consumers with accurate
consumption information, ensures consumers’ right to know, and offers a reliable service environment for
consumers. At the same time, the Group spares no effort to protect the privacy of consumers. Personal
information collected from consumers is kept strictly confidential and managed by dedicated staff. In case of
leakage of consumer personal information and serious consequences, the relevant persons will be held
responsible.

The Group continuously standardises its services, striving to raise the quality and level of services and create a
high-quality and efficient service support system. The Group has established an after-sales service supervision
department, the Customer Service (Complaint) Management System, and the Operational Procedures for
Handling Pharmaceutical Enquiries and Complaints to standardise the operational procedures for
pharmaceutical enquiries, complaints and complaint handling, keep a detailed record of consumer visits,
incoming calls and emails, and patiently explain and answer their enquiries. The department carries out
investigations promptly and handles cases properly in case of product complaints.

During the year, the group has established an after-sales service system including all product subsidiaries,
revised and improved a number of systems such as Customer Service (Complaint) Management Regulations,
Product Anti-counterfeiting Management System and Market Inspection Management System, and clarified
the responsibilities, staffing and other relevant requirements of relevant units, in order to continuously improve
the overall after-sales service level of the group, effectively improve the response rate, resolution rate and
satisfaction rate of after-sales service. At the same time, the company continues to implement the relevant
work of “immediate action upon complaint”, strengthen internal and external coordination to actively solve
various problems raised by consumers.

AEEFRABETE R REEERH{ERIEEREES  BERBEENNERE EMSEXEER
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In 2021, the Group received more than 3,100 inquiries and services from customers, and spared no effort to
safeguard the legitimate rights and interests of consumers by responding to and processing actively and
properly to their enquiries in a timely manner.

T —F AEERPRBAGAZIEEE ZBEHB A SLIRFIELE 3,10088% - WEHEE T A RE
Ol fE RERZ ERIE - BHREEBEN S EER °

Number of enquiries

BHRRFHE
Number of inquiries
and complaints
Year (Times)
F14 A RIRFHE (OR)
2020 3,895
2021 3,174

The Group attaches great importance to the protection of our brand and products. We have formulated the
Market Inspection Management System and the Product Anti-counterfeiting Management System to
understand timely the market performance and quality of the company’s products, find out the possible acts
of making and selling fake products in the market, and effectively protect the legitimate rights and interests of
the Group. During the year, the Group visited Shandong and other provinces and municipalties in Mainland
China to inspect possible violations, such as improper propaganda, counterfeiting of the Group’s products and
the Tong Ren Tang brand, which further standardised the market order, prevented potential risks and
protected the rights and interests of consumers and the Group.

In product marketing activities, the Group has strictly complied with the Good Supply Practice for
Pharmaceutical Products, the Advertisement Law of the People’s Republic of China, Law of the People’s
Republic of China on the Administration of Pharmaceuticals and other applicable laws and regulations, and
formulated internal management systems of the Group including the Advertisement and Publicity
Management Regulations and the Internal Review Management System for Publishing Information Online. It
has also established advertisement management procedures, and an advertisement review and filing system.
We provide consumers with accurate consumption information, ensure consumers’ right to know and offer a
reliable service environment for consumers.

K’Elﬁfﬁﬁﬁu}#ﬁ&&ﬁ:m HRETE HE(TSUEEEHNE)MERTRIIEEREE) - &
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Pharmacovigilance

BB

The Group has formulated the Pharmacological Vigilance Management System in compliance with the
requirements of such documents as the GMP, the Drug Administration Law of the People’s Republic of China,
the Specifications for Pharmacovigilance Quality Management, the Announcement of the State Drug
Administration on Direct Reporting of Adverse Reactions by Drug Launch Permit Holders, the Guiding Principles
for the Collection and Reporting of Individual Cases of Adverse Drug Reaction, the Administrative Measures on
Reporting and Monitoring of Adverse Drug Reaction, the Rules for Implementation of Administration Measures
on Reporting and Monitoring of Adverse Drug Reaction in Beijing, clarifying the requirements for tasks to
monitor, identify, evaluate and control individual cases of adverse drug reaction in order to ensure the safety
of drug use by consumers.

In addition, the Group constantly strengthens the supervision of adverse drug reactions by collecting incidents
of adverse drug reaction through the Internet, literature, research, telephone and other channels, confirming,
analysing and evaluating the collected data, and reporting any adverse drug reaction directly to the system in a
timely manner. Meanwhile, the Group, in accordance with relevant national regulations, completes approval
of regular safety update reports and the submission of the annual report, and actively carries out
pharmacovigilance training.

AEBFRBEGMP (PEARANBEERERDZ(ENERLCETERE)(BREREEEER
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Clear water and green mountains are natural resources that need to be protected by the whole world. As an
enterprise which is mainly engaged in traditional Chinese medicine, the Group actively implements the path of
green and low-carbon production and operation, explores strategies for circular and sustainable development,
and minimises effects on the ecological environment. The Group strictly controls the discharge of various
pollutants to reduce waste, advocates energy conservation and consumption reduction, optimises the
efficiency of resource use, and improve resource recycling rate and the proportion of new energy use.

HRKBLUERERMAKRAWENEAER  AREESUTELESTINEE  BHRETHEKIK
MAERLER  RERBRER - AIFERROER  AREHFEHERRBENTZE - ARER
RIES SRS RN - R BERY) - BEERERRE  BEEREARE - ESER A @ WA B R H
FRERIERIELL -

Energy conservation and emission reduction goals and measures
BRRERLBE B R R 1B HE -

At present, China has set the mid-term goal of carbon peaking and the long-term goal of carbon neutrality,
which point the direction for the Group’s future energy conservation and emission reduction efforts. In 2021,
the greenhouse gas emissions per RMB10,000 of the Group’s revenue decreased by 0.03 ton of carbon
dioxide equivalent compared with the same period last year. In the future, the Group will strengthen energy
management and daily control of environmental protection of each industrial unit through energy conservation
and emission reduction measures as follows, continue to strive to achieve targets of energy conservation,
pollution reduction and carbon reduction, and make unremitting effort to achieve the national goals of carbon
peaking in year 2030 and carbon neutrality in 2060, respectively.

B AT RO TSI ROE G R R R R R A2 - R AARER KBRS TIEE T AR - =T
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Greenhouse To improve the efficiency of electricity, gasoline and diesel use, reduce energy
Qmaiem':m" consumption, minimize greenhouse gas (Scope 1 and Scope 2) emissions,
= SRR and achieve the medium-term and long-term carbon emission targets set by

the state.
REEN  AERERANE  RORERERE  TARERBEERE (8E

—REBED)WHRE - BRERFT LT RGN E R -

Energy To continue to facilitate the construction of energy management and control
E\Sr\sg!’nptlon platforms, improve energy efficiency, reduce energy consumption, and
RERUH#E increase the use of renewable energies.
2e) BEHEDREET e &R BALREARE B EREF - e
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Pollutants and To strengthen the management of various pollutants, carry out harmless
V!a-"te management treatment of waste water, waste gas and other pollutants, reduce the
SRYRBEEYER amount of hazardous waste, and strive to minimize the impact on the

surrounding environment.
Mg ZIRTRYNER - YK BEREZRSAMETESLERE -
RMOBEERENMNELES  BHHIHEERENTERIIKE -

To reduce emission of the volatile organic compound(”“VOC") through
reforming system.

BIBMBERR - AR BERICA Y (TVOC]) BB -

To deal with wastewater by utilizing membrane bio-technology.

MR BRE B $H5KETTRRIE -

Water resources To strengthen water management of all industrial units, improve water-

management saving awareness of all employees, minimize water consumption during
b AN - . . . .

KEREE business operations, improve efficiency of water use, and reduce water

AN consumption of each industrial unit to a level that meets or is lower than the
target set by the water conservation center where the industrial unit locates.
&Qj MEEETEBUMNAKER  REEEEINEHKER  &KXEERD
(¥BELEBRPOAKE  BEKERFERANE  BEKERERE  F&
PR E LE B AEMEQORKP L NENTEREE
The Group continues to pay attention to energy conservation and emission reduction. In early 2021, based on
the production plans and equipment and facilities operation of production units as well as the requirements of
energy management departments in each production unit’s location, the Group signed the Annual Target
Responsibility Letter with major production units including the Liujiayao branch factory, Yizhuang branch
factory and Daxing branch factory to specify the annual environmental protection requirements and
assessment indicators for each production unit and grant rewards and impose punishments based on the
assessment results, which motivates each production unit to actively fulfill its own environmental protection
responsibilities. Meanwhile, the Group, through such means as environmental protection investment, publicity
and training, has fully integrated the concepts of low-carbon operation and circular economy into the
production process.

To improve the efficiency of energy use, comply with national and local environmental protection agencies’
standards on the concentration of emissions, reduce the total amount of energy consumption and pollutants,
reduce the impact of production on the environment and achieve a win-win situation with both economic and
environmental benefits, the Group has successively facilitated and adopted a series of measures for sustainable
development.
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Energy and water
resources management
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Pollutants
Management

BRYER
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To achieve precision energy management and collect various types of energy
usage data such as water, electricity and natural gas data more accurately,
effectively and timely, since 2020, the Group has gradually established energy
management and control platforms in each major production unit to monitor
the usage of all types of energy; an economical operation monitoring and
energy efficiency evaluation system was also established to analyze the
energy consumption indicators and operation parameters of major energy-
using equipment, display energy usage data in real time, and reasonably
control the operation of equipment and facilities to improve equipment
operation efficiency and continuously improve resource management.
REDEALRRER  FERE - B REHEEK T RARES
BREREREBE BT _2FRE  AEEEX T ELESEUELETR
REETE  BUERSBERRNERABL  TRARTEETERER
BERGTERR  HEZAaRENERESENET28ETHIN  BERR
TEEREMAEE  SEEHREBEREEE  RERBETHE - THRS
BIREEAKF o

By the end of 2021, the energy management and control platform has been
officially launched in major production units such as the Daxing branch
factory and Yizhuang branch factory, and will be launched in other
production units in the future.

BHE_Z-_—FE REZETEENRAEDK THIMSEIELEE
fLIERRA - KRR — TR A EEL P HEEE N -

In the future, the Group plans to actively adopt and promote solar
photovoltaic power generation projects in major production units on a pilot
basis; the use of such renewable energy will reduce fossil fuel usage and
greenhouse gas emissions, effectively contributing to the Group’s pursuit of
its energy saving and carbon emission targets.

R REBEIAFRZAEESRMUARE  BRRALHEBEAGELIRE
BIRA BT BARRNER - RAMCAREEER MR ERBAGEL
BROE BRI R B R -

The Group strictly follows the national and local pollutant discharge standards
and accordingly equips itself with sewage and waste gas treatment facilities
to conduct harmless treatment of various pollutants such as waste water and
waste gas generated in the production process before discharging them
together when they reach or are below national and local discharge
standards, which reduces the amount discharged.
REBBR2RER K7 605 R RUTLE - B 5K M RERERIE R -
HEEREPELANREK BRESBTAMETESLEE EIHE
PRBIER B3t 75 HERUR R ST —BE R - PRAEBERUKT o

At the same time, the Group continues to increase investment in
environmental protection. By using environmentally friendly equipment and
using clean energy such as natural gas to replace coal combustion, the Group
has minimized emission of various pollutants.

R AEBFBEMARRRA - BRERRRARERE  TRARARS
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Hazardous waste
management

BERENER

Non-hazardous
waste management

BEBRRWER

Dust and noise
pollution management

MERRTSREE

The Group collects and stores hazardous waste by classification, and
strengthens the daily management and maintenance of equipment and
facilities in storage sites to avoid scattering, loss and leakage of hazardous
solid waste. The Group strictly prohibits dumping, stacking, discarding or
omitting hazardous waste without authorisation, and posts clear signs at the
collection and storage sites as a warning.
Z’»‘%@H—Jﬁ%r%%ﬁﬁﬂ*ﬁwgiﬁﬁﬁ I hnog FE 1745 A R R e R B
BEREAE BREEFTEBEEVHBHE  NKE - 2FE - FrEEREE
BEafE - R EE Lﬁiﬁ%@%#@ 7 W2 5= RN 7 77 9 355 P o i AR 3
RRETETR o

Besides, the Group has established management ledgers and emergency
plans, entrusts third-party companies that have the corresponding disposal
qualifications with unified treatment of hazardous waste, and strictly
implements waste transfer procedures and keeps transfer documents and
other documents.

A AEBERVERBARNERRR  BESEENERLAARESR
BWME=NEMETR—RE  YRBHTEEDERRE  RFEBK
BEX -

The Group collects and stores non-hazardous wastes by classification, and
entrusts units that have the corresponding disposal qualifications with unified
recycling and treatment on a regular basis.

ZIK’% IH%E%J%QWJ? DRKENRT  TERETEEREEENE
NHEITHR— O FIRIE ©

At the same time, the Group tries its best to use recyclable and degradable
green materials, and continuously optimises production processes to increase
the first-time pass rate, reduce packaging material consumption and minimise
the generation of non- hazardous waste.

AR NEBEREHRAAEYK - AIEBOZERERERME - TR EE
TR —RERE  BREBMER J[ARASEZEEYNES -

The Group rents water trucks, dust collectors and other equipment and
facilities to prevent air pollution caused by dust scattering.

REBEERREKE - REMERERE - BHIEMERBUERZERITHR

The Group installs effective denoisers, sound-absorbing equipment, etc. in

the factory area, reasonably arranges operation time to reduce noise pollution

as much as possible and minimise the impact on the surrounding

environment and employees.
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Emission Management

BRER

In the process of practicing green production, the Group strictly controls the generation and discharge of
waste, and complies with the Environmental Protection Law of the People’s Republic of China, the Law of the
People’s Republic of China on the Prevention and Control of Solid Waste Pollution, the Air Pollution Prevention
Law of the People’s Republic of China, the Law of the People’s Republic of China on the Prevention and
Control of Water Pollution, the Law of the People’s Republic of China on the Prevention and Control of
Environmental Noise Pollution and the Clean Production Promotion Law of the People’s Republic of China
among other relevant national laws and regulations. On that basis, we have formulated such internal
management policies as the Management System on Environmental Protection, the Management System on
Clean Production, the Management System on Prevention and Control of Water Pollution, the Management
System on Atmospheric Pollution Prevention and Control and the Management System on the Prevention and
Control Hazardous Waste to continuously improve the environmental management system and standardise the
management of waste from daily production and operation to reduce the adverse impact of waste on the
environment.

EBRITHREEENBIET  ASBEEBEGEZMNESEER £ T(PEARAXNBRRERE
FEICPEARANBEREYSRREIAE) (PEARRKMBAR SR AZE) (FEARHK
MEAOTRPAE) (PEARXMBERFRR ISR QL) (FEARKMBEBFREEREER)
FERFMERMAEEANER L - 5T T CREGEEEHER) CBREETENE) OKSRIEEE
HIE) CRRISRPDAE IR (EREYSRPDAEEHR) SN EEFE  TEHRIEE2RE
EENEER SRHRAFEEELTNERNEETH  REBEERMHIRFEXNTFEE -

Main types of emissions
FTEHRMER

The Group's emissions are mainly generated during the production process, mainly including wastewater,
exhaust gas, solid waste and noise. Among them, wastewater mainly contains COD (Chemical Oxygen
Demand), BOD (Biochemical Oxygen Demand), ammonia nitrogen, suspended substances, etc.; exhaust gas
mainly contains nitrogen oxides; solid waste is divided into hazardous waste and non-hazardous waste. With
Chinese patent medicine as main product, the Group produces less hazardous waste during the production
process, mainly including liquid lab waste, medical waste, activated carbon, etc. The non-hazardous solid
waste generated by the Group in the production process is mainly various types of waste packaging materials,
such as drug instructions.

AEENBIRYMIZRELEBRETEL  TEREEK  BR  BREEYRRE - Hi - BEKE
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In 2021, the pollutants produced by the main production units of the Group were as follows:

2021 F  AEBEFEZHEEBMESHTEADBERAT -

Pollutant Indictor Emission  Emission

(Unit) BEfRE  BEBLE Basis of calculation

BRYIER (B) 2021 2020 mEMKE

WASTE WATER  Waste water discharged 102 86 Conversion based on 80% of fresh

EMISSION (10,000 tons) water consumption.

&k BEKBER = (B W) LR EFEERI80%#ETT
Density of Waste water 2.48 249 Waste water discharged per
discharged (tons/ RMB10,000 of revenue of the Group.
RMB10,000) RNEBE G & TTWAE &£ 1) EEKBE
BEKBERE E (& 7T) e
Chemical Oxygen Demand 67 82 Accounting based on concentration
(CODcr) (tons) data in the Group’'s routine
(L EZ= 4R 8 (CODcr) (HR) monitoring reports.

Five-day Biochemical 24 35 IKBAKEMITEARSERNRE

Oxygen Demand (BOD,) BROETZE -

(tons)

HHAEHAE(BOD,)

(8)

Ammonia nitrogen (tons) 1 1

U (g)

Suspended Substance (SS) 14 24

(tons)

BT (SS) (148)
Exhaust Nitrogen oxides (tons) 25 28 Conversion with reference to the NO,
BER Ry (Hg) pollution factor of industrial gas

boilers in the Handbook of Industrial
Emission Factors.
SE(TEERSZHFM) TEMR
RIAEFHRECWES REETT
e -
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Pollutant Indictor Emission  Emission
(Unit) HHME HERE Basis of calculation
SRYIER (B 2021 2020 BEkE
Hazardous solid ~ Waste chemical reagents, 154 51 The statistical results were derived
waste sludge, medical waste, etc. from the transfer forms of hazardous
EEEREEY  (tons) waste transferred in compliance by
B L2HE - 5k - BE the Group during the year.
FEZEYE (E) BEERRERAREBEZFEA
EHRERHEREREYEBEE o
During the year of 2021, the total
amount of hazardous solid waste was
significantly increased compared to
the same period last year, mainly due
to the “waste medicine” and other
wastes were newly added to
statistical coverage.
TR FEREEEDEERA
HREER  FEaRMTAES
I [ REGE ] SREZEMATE
Discharge density of 0.38 0.15 Discharge of hazardous solid waste
hazardous solid waste (kg/ per RMB10,000 of revenue of the
RMB10,000) Group.
BEEREEMENEE rEBEGETWRAEENE EREE
(FR/&x FEEMBENE -
Non-hazardous  Waste product manual 1.8 2.3 The amount of waste product manual
solid waste' (tons) was calculated based on the
EEEEEEY BEEHBEME) Company's statistical ledgers and the
- unit weight of product manual of
corresponding specifications.
BEHAERBARARAGTAERR
HERBNHAESELEERER
H oo
Discharge density of 0.004 0.01 Discharge of non-hazardous solid

non- hazardous solid (Kg/
RMB10,000)
mEREEEYIENERE
(Fr/87T)

waste per RMB10,000 of revenue of
the Group.
AEEGETWAEENEESEE
EEEMBERE -
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Pollutant Indictor Emission  Emission
(Unit) WM&  BEE Basis of calculation
BRYER (B) 2021 2020 BEkE
Greenhouse gas? Direct emissions (10,000 3 3 Greenhouse gas emissions are
3B gy e 2 tons of CO, equivalent) accounted based on the Greenhouse
HEENE (B S/t Gas Accounting System — Corporate
oy | Accounting and Reporting Standards
Indirect emissions (10,000 6 6 |ssugd by the World Resources
. ! Institute (WRI) and the World
tonEOfF% equivalent) Business Council for Sustainable
FE'%;HFWE(T%MQ:%{K Development (WBCSD), and the
k& & Intergovernmental Panel on Climate
Total emissions (10,000 9 9 Change (IPCC) Fifth Assessments
tons of CO, equivalent) Report 2013 and Industrial and Other
PErie s (B —|1bix Industries Companies Greenhouse
e Gas Emission Accounting Methods
Density of emissions (tons 0.23 0.26 @nd Reporting Guidelines (trial). For
of CO, equivalent/ the glrelenhouse gas emission from
RMB10,000) electricity, the factors were selected
o I in accordance with the Notice on
}i‘FB ﬁf_ﬁ(ﬂ@ﬁ_%{tﬁm% Properly Carrying out Key Tasks
8 /87) Related to the Management of
Corporate Greenhouse Gas Emissions
Reporting in 2022 published by the
Ministry of Ecology and Environment
of the PRC.
BEREBHNEKEL RE R
PAT(WRI) M SR AT 55 35 fr T 912 &=
g (WBCSD) # M CR =R EZE 8
R—pERERBERE)  BAFHE
RIRBELHEMZER(IPCOC(ERR
AHEERE 2013) AR TR EAth 7%
PERERBHEMZE T EERE
R (ATHIERESE - AhEHEL
DHIRERBHREF2RPEA
B AN B A B3R 35 2B EN B 0 A A ik
2022 F R ERERBEHMEES
IBEAER TERB)ETRE -
1. The Company produces over 100 types of Chinese patent medicines every year, and uses over 1,000 types of packaging materials. The

generated waste packaging materials are in various types and use different specifications and measurement units. Therefore, it is not
applicable to count the total amount and density of the waste packaging materials produced by finished products.

2. Greenhouse gases are mainly carbon dioxide, methane and nitrous oxide.

1. ARBRFEENTREERPRBBAE  FABHERATE ELANBERENBERERZEERR FABFEUHEER &

TERNGETERMAEENEREBVRERTE -
2. BEREBIER—

Sqbhx - Bkt AR -



ERFACEMZERBOARAR / RR  HERER®RSE 2021

~

An environmental steward was hired to fully diagnose the status of environmental
management

BEFRAERZEZEHREEEEN

The company has hired a professional environmental consulting firm to provide comprehensive
consulting services and environmental stewardship for the major production units, and the

firm is tasked with a comprehensive diagnosis of the problems and deficiencies in their
environmental management, and pollution prevention and control. In 2021, the
environmental steward team carried out a total of four rounds of inspections, in
which it conducted thorough investigations and offered rectification opinions
with a focus on the prevention and control of pollutants, the operation

of environmental facilities, and daily environmental protection
management in various industrial units.

4

ZAN/N TEH%%gifaimm@ATEEREE FEFOIRRE
RirAamARY  2EHLHEEREEE  SRIATEE
MEEM TR - —F——%F f&f%ﬁ%l%#\ﬁrﬁ'ﬁ)?émfﬁﬁ
TP E%E%rﬁxliﬁ{lﬁ%%ﬁﬁm RIRRIETER B
\ RERREERIES ﬁﬁiﬁ?f%)\ﬁ?ﬁﬁhﬂj%ﬁyﬁﬁ

Resource Utilisation

BEREHEE

The Group is committed to becoming a resource-saving and environment-friendly modern green enterprise.
We have actively implemented the green concept of energy saving and consumption reduction in daily
production and operation and strictly implemented the Energy Conservation Law of the People’s Republic of
China and other relevant national laws and regulations. We have formulated the Energy and Water Resources
Management Regulations and other internal management systems, striving to strengthen energy management,
practice green office and green production, and actively implement energy conservation and consumption
reduction in production, operation and daily office work.

AEEBRNNRRBERBOL REFENRKGELE  ERAFLELLPRIE BN
HEED BRAT(REARAMBESHORRE) FRRBEMEARER - HIE TR - KERER
RE)ERNHERGIE - DRELELLMAERLATINARERER  BITRERATNGEEE B
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The resources and energy consumed by the Group in the production process mainly include water, electricity,
steam and natural gas, etc., which are all obtained through outsourcing. In 2021, the resources and energy
consumed by the main production units of the Group are as follows:

AEBETEEEBEFIERNERES

ﬁI%a%K C

EIAMAKRARE - 9@iBEY

—Eo - AREXEAERHRNERERRBERLAT
'd N\ 'd 'd
Power (10,000 kwh) Steam (10,000 tons) Total water consumption Water consumption for
B(ETRE) O (E ) (10,000 tons) each RMB10,000 of
LAFEK 2 (B HE) revenue (tons)
STWARKE (B)
2020 2020 2020 2020
— 6,650 f\ ) 32 I 109 O
2021 2021 &&J 2021 O 2021
6,706 | | / 5.8 129 3
AN / \C /U / \C
4 N\ [ 4
Natural gas Comprehensive energy Comprehensive energy
(10,000 cubic meters) consumption (10,000 tons consumption (tons of standard
RINFRUBILITK) of standard coal) coal for each RMB10,000)
4R REFE(B IR AELE) IR A REREEIZAEIR 8T
2020 2020 2020
‘q 1,521 @ :}‘ 3.12 ~ 0.09
2021 ) 2021 @ 2021
1,367 3.15 0.08
A / \C A J

The consumption of water, electricity, steam and natural gas was calculated based on the payment vouchers and billing statistics. The
comprehensive energy consumption was calculated according to the General Principles for Calculation of Comprehensive Energy
Consumption.

fE KB EARKAR

B KBS E

C BROEIRESH - RERRKEBR(FAERI ERADZESL -

<
Purchase volume of product
manual (tons)
7E om 31 AR ER B B (W)
2020
251

2021

372

Note: The Company produces over 100 types of Chinese patent medicines every year, and uses over 1,000 types of packaging materials,
such as product manual, composite films, packaging boxes, etc. and the packaging materials are in various types and use different
specifications and measurement units. Therefore, it is not applicable to count the total amount and density of the packaging materials
produced by finished products. The procured quantities of product manuals is closely related to production plans and output. In 2021,
under the effect of the safety policies of medicines, which requires amending the instruction manuals of series of products such as
Liuwei Dihuang pills, resulting in an increase in the use of Chinese patent medicine manuals.

g ARFARFEENTREERENRERE  MASHERATE(WERKAS  BEER -

C BERE  FHBEMY
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Green production

BreLE

The Group advocates green production. Adhering to the concept of energy saving and emission reduction in
the production process, we promote new materials, new processes, new technologies and new equipment,
and effectively improve energy efficiency. At the same time, the Group promotes the use of renewable energy
by adopting a geothermal heat pump system for heating and cooling in the plant area which consumes
electricity and circulating water to supply heat to meet daily production and operation needs. The geothermal
heat pump system can reduce energy use and carbon emission to a certain extent compared with traditional
technology.

AEEREGELE ELEEBRETERERAMEREEE  HEHML - HTE  FMAIHR
B VERSERERMER - R - NEBEHEREER A BERLR - ERIE NS IRER R SRR
B2 - BB BREMERBRKEERGE - ke B REERLHT R - HRARZEREFREM AT
HE—ERRE LR BEIRE B AR

The water resources used by the Group mainly come from the local municipal water supply, and water
shortage is not a key constraint in the production process of the Group. In order to improve water use
efficiency, the Group have formulated the Energy and Water Resources Management Regulations and other
internal management systems, and uses water-saving appliances to regularly inspect and maintain the water
supply system to avoid spillage and leakage. At the same time, the Group adopts a circulating water system in
the production process and uses reclaimed water for greenbelt irrigation to promote the recycling and reuse of
water resources and reduce water consumption. The Group strictly follows the national and local pollutant
discharge standards and accordingly formulated the Water Pollution Prevention and Control Management
System, and conducts decontamination treatment of various pollutants such as waste water generated in the
production process before discharging them together when they reach or are below national and local
discharge standards to reduce the discharge amount.

AEEFAHKEREZIRNEHERMEK - KERERI IFANEELEBETHBEEIEHIE
o REFTAKERE  REEHE TR - KEREEBRE)SAHBERS - WiBBE A KIS
B ERHMKRSETRE  4& - BR2E - F B BRORKEL - RN AKEELERSTH
RAERKES - MARAGETRMEE @ REKERNEIUENA - BBEKERER © b K&
BB 2RER LM ITERER - HIETORSRIDAEEFE)  BEEBREPELNENKETE
FCRE - ERSERBIR KI5 BER R AR —HE 0 BRARBERUKF -
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Green office

=sE N

The Group advocates green office concept, incorporates the concept of low-carbon operation in daily
management and office work, and actively adopts various energy-saving and emission-reducing measures,
striving to transform to a paperless, energy-saving and low-carbon office model. The Group strictly controls
the use of various paper products, such as paper, archive bags and packaging boxes, and requires the reduced
use of difficult-to-degrade items such as plastics, inks, chemical fibres and electronic consumables. The Group
actively adopts electronic communication methods such as telephone conferences and online video
conferences to reduce energy consumption from business travel.

In order to enhance employees’ awareness of energy conservation and environmental protection and promote
their understanding and recognition of low-carbon production and lifestyles, the Group actively carries out
various activities of publicity and education on environmental protection, encouraging employees to cultivate
resource-saving and environmentally friendly concepts, take green travel modes and participate in the design
of various energy-saving and consumption-reducing schemes. At the same time, the Group posts water-saving
and power-saving reminders in office premises and factory areas and erects energy-saving publicity billboards
to actively implement the green office concept.

AEBEEFRENAES  AAFEENRATBAERESHIER - BIRRNS A ERIET

LA NER(E - EEEL - BN TREL - AEERBERSHRAR ERR  BRAFEH
mAEM - WRSORAD R - hE (LA REFRM FHARE Y MAER - AEEREGRMAES

g5 BRAReaFE AR R ERBETELENERER

RTRABINHRERARER  (RES TERIRREREE £EH7RX AEEEEFRIA K
MRREECHELRY ERETEEEREY REAFNHES  SBEIKEHT 28XHE
ENREFERETT BRARET » ARy - NEBAER QNIGAAMMBREARIEKEELRT - FREOESER  BEHE
TTRRBHR ©
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Environmental awareness

RREM
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We cultivate employees’ environmental awareness of waste
utilisation, water and electricity saving, energy recycling rate and
reduction of pollutant emissions.

BEEBIEDHNA  KGENRRED  RALRBERNA
o RIESREMER -

Saving water
i 49 7K

We use water-saving equipment to strengthen the daily over-haul
and maintenance of water equipment.

5 AR AL AR AR - IR AR B B S RIs MM E -

Saving electricity
HHAE

We use energy-saving and environmentally friendly lamps, such as
LED lights, etc.
EREREIRIRAE R - 10 LED REAE S -

Saving paper ‘
a4 Ak &

We use e-mail, electronic office platforms, etc., recycle waste paper,
and reduce the use of paper products.

ERAEFHE BEFHATASE  BIWFAEELREK  BOHR
mEERE -

Green travel

mERT

We provide shuttle service for some routes, and encourage
employees to advocate public transportation and green travel.
RO RRIE - BEETRLDNHE  FEHIT -
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Coping with Climate Change
FEY iR 1L

Climate change has become the focus of widespread concern in society. The frequency and intensity of
extreme weather has increased, and it has severely affected industries such as agriculture, forestry and animal
husbandry. Traditional Chinese medicinal materials are special agricultural resources whose cultivation, growth,
distribution and harvesting are also affected by climate change. As an enterprise which is mainly a Chinese
patent medicine manufacturer, the Group identified risks and opportunities related to climate change based
on its current status and needs, improved risk management and control mechanisms, and explored measures
to address climate change, to ensure the sustainable development and utilisation of traditional Chinese
medicines.

RIRBERECDK AT EEZEINES SR RRNBEEAINREGEN 28R M BF
EXEXNTBRERE  -HEERESBRNERER  ERE  £K - 2hMRKREEXIIRKEE(L
MFE - AEBERTRESLERINGE  DHESBFIMERR - BHIEBERKERE(CH AR
B WrERREEES  RREGRERBEOER  UWREREZERNAFEERENA -

Risk identification
[ B 34k B

The extreme weather caused by climate change poses many challenges to the utilisation of natural resources
and production and operation activities. In the face of the urgency of climate change, the Group takes into
account its own needs to identify and analyse the possible impacts of climate change on the Group’s
operations.

On the one hand, the country proposed in 2020 to reach peak carbon emissions by 2030 and achieve carbon
neutrality by 2060, therefore, with the tightening of relevant national policies, the Group may be subject to
restrictions or requirements related to carbon emissions by regulatory authorities, resulting in an increase in
compliance costs. On the other hand, as the country pays increasing attention to climate change and the
ecological environment, the protection of biodiversity may be strengthened, resulting in restrictions or
prohibitions on the types and quantities of plant and animal-based traditional medicinal materials collected by
the Group, thereby increasing operating costs and compliance costs.

RIS BNTBmARFSEARERMIA FELEEDFERAEZHE - AHATTENRIREL
WE AEBEEASHBEWEL A RXINRIRBERZEETERNMDNT

—HE BRE-F-TERENFA-F=TENENTEE - FH_TATENERGT AR
PERIE - ESHTERABREOBR AR LE LN ETHIIRGBIRESBORGIRER
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Meanwhile, global climate change brings possible changes of temperature, humidity and other conditions in
authentic places of origin, the Group may be posed to situations such as outputs decrease, a decline in the
quality and market price fluctuations of traditional Chinese medicinal materials, which in turn may have an
impact on the Group’s production and procurement costs.

For example, climate change may have an impact on the production of traditional Chinese medicinal materials.
The quantity of traditional Chinese medicinal materials is closely related to the geographical environment,
climate and human activities. Climate change may destroy and affect the physical and chemical properties of
the soil and threaten the growth of some traditional Chinese medicinal materials. In addition, extreme weather
such as drought, rainstorms and floods may cause a severe decline in the output of traditional Chinese
medicinal materials. Similarly, climate change may have an impact on the quality of traditional Chinese
medicinal materials. Traditional Chinese medicinal materials have obvious regional characteristics, especially
authentic medicinal materials with superior quality and obvious effects. Climate change may cause changes or
shrinkage of the environment suitable for the growth of traditional Chinese medicinal materials, causing them
to migrate to a more suitable environment where the content of active ingredients may change, thereby
having an impact on their quality and efficacy.

RIS - 2HRRRECAIEEECEMERMNBE  BEFHRIFRLER  EEAKELEMRSTHEM K
WEHD - R B REE - R ERABE - T A R A R SRR A — T -

flan - RIRE(CEHPENNEEELTE - PEMBEEMIPRIN RIRREMARESEEM
B RIRECRI LSRR MNP E DRIB(CME - WMo PEMNERENEE ° IS %8 - %Fﬁ
AEEFHHRARBARESTENEERETRF - A RIRE(CLe@WTEMNEEELTE - B
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Risk response

| B

Based on the identification of climate change risks, the Group has set out to formulate management measures
to deal with climate change risks. We have adopted a three-level risk management and incorporated natural
and environmental factors such as natural disasters and environmental conditions in the scope of identification
of risks, in order to strengthen the ability to respond to climate change risks. The Group has refined the
process of risk identification, assessment and management, and set up such links as risk monitoring, reporting
and early warning, risk assessment processing, risk management supervision and evaluation, formulation and
implementation of countermeasures to actively prevent and respond to possible climate change risks.

The Group will strengthen the identification, evaluation and supervision of the impacts and risks of severe
climate changes on the Group's various businesses, pay attention to market conditions and changes in related
industrial policies in a timely manner, strengthen the close connection between procurement, production and
sales, and maintain a reasonable inventory structure and appropriate strategic reserves to maximise the supply
of required materials and to avoid the risk that their prices rise due to the imbalance between supply and
demand.

At the same time, we timely grasp the quantity and dynamic changes of traditional Chinese medicinal
materials resources, analyze the dynamic change and carry out the artificial cultivation and breeding of
precious and endangered animal and plant-based medicinal materials resources in accordance with the law in
order to effectively prevent and mitigate the negative effects of climate change on traditional medicinal
materials resources. We actively advocate low-carbon and green production and lifestyles, improve energy
efficiency, reduce pollution emissions and alleviate climate change.

ERGERCARBINER L AEEZFHTR2ERREENE  BRURR SEHRBERKE -
BERREAREEAEMARRARBE  BCRIBBCABROEE LS - AEEMIL T DRH
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Employee Care

Talent is the core competitiveness of the development. The Group believes that realisation and promotion of
employees’ value will help achieve the Group’s overall goals. Therefore, we continuously promote the
establishment of a talent management system, employ employees in compliance with laws and regulations,
formulate a sound scientific system for employee training and promotion and a platform for employees to
realise their self-worth, effectively protect employees’ rights and interests, and care for employees’ physical
and mental health, so as to achieve mutual growth of employees and the Company.

AA RBROZOBEF T AEEGERMEE TEENERER AN AEERERENES -
ARERBHIAT TRERER  REAAGRERET  FIERBTENE TIEISAHIE - TER
TERAREBENTS  VEAEET#:  MEETHORE BRETHRSCEHANE -

Employees’ Rights and Interests

= N 2

ETER

The Group strictly complied with the relevant laws and regulations of the PRC including Labour Law of the
People’s Republic of China, Labour Contract Law of the People’s Republic of China, and the Law of the
People’s Republic of China on Protection of Minors and the Law of the People’s Republic of China on the
Protection of Rights and Interests of Women. We have a strict recruitment system and recruitment process
internally. General recruitment and campus recruitment have been adopted to attract talents needed by the
Company according to the principles of openness, equality, voluntariness and consensus. We sign labour
contracts in written form with recruits. We pursue a fair, just and non-discriminatory employment policy.
During the recruitment process, there is no discrimination against any candidate due to gender, region,
ethnicity, religion, age, marital status or other factors. We respect and protect the legal rights and interests of
all employees.

The Group strictly abides by the Attendance and Vacation Management System. We implement a working
hour system of 8 hours a day and 5 days a week for office employees and a work shift and alternative holiday
system for production employees. The arrangements for rest days and statutory holidays of employees are
consistent with those provided in the national labour laws and regulations. In addition, child labour and forced
labour are strictly prohibited. In case of any suspected violation of the above laws, the Group will immediately
assist the victim in reporting to the police or relevant labour authorities in strict compliance with national laws
and regulations, and will make every effort to cooperate with the investigation. Should the violation be
confirmed, the Group will promptly hold the relevant person liable. During the Reporting Period, no
employment of child labour, forced labour or any other violations occurred. In addition, the Group understands
and recognises the benefits of a diversified employee structure and regards it as an important element to
maintain the long-term competitive advantage of the Group. A multicultural company should include
employees of different genders, ages, skills, educational backgrounds, industry experience and other qualities
in order to achieve the optimum structure and balance.
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During the Reporting Period, the Group had a total of 3,221 regular employees (2020: 3,128 employees), of
which 1,972 are regular employees of the Company (2020: 1,950 employees). Besides, the Company had a
total of 116 dispatched staff (2020: 92 dispatched staff). Regular employees were divided by gender, age,
academic qualification and region as follows:

REHR AEBHABEERETI322IA(ZE-ZF 3,128 A) ' Eff » KRR HAFERET 1,972
A(ZEZFF 1 1,950 A) ' AN ARAFBIBEREETIM6A(ZE-_ZF : 2 A) r EXNETEM
B - Fig - BEMMERESIERWT

The Group Employees Portfolio

REBEAED
Total employees Male/female ratio
EFRETHA S
2020 $ ° 2020
3,128% ) 1211
2021 2021

3,221% 1.2:1

Percentage by region
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2021 2020

77.18% 78.26%

Other provinces, cities,
and autonomous regions
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Breakdowns by age Breakdowns by academic qualification
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Brain drain is a universal problem in corporate talent management. The Group actively summarises the reasons
for employee turnover and makes targeted optimisation and improvement to try its best to retain outstanding
talents. In 2021, 152 employees (excluding retired employees) had departed from the Group with a turnover
rate of 4.72%, 338 employees were hired with an inflow rate of 10.49%. The rate of worker flow divided by
geographical location, age and gender is as follows.

AT RAREEATEERNERAR  ARERGEEES TRARE  LHEEMETENE &
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Besides, the Group strives to create an open, transparent, equal and diversified environment by effectively
protecting the legitimate rights and interests of employees such as the right to know and the right to speak.
The Group has established trade union organisations at all levels in accordance with the Trade Union Law of
the People’s Republic of China to provide employees with smooth channels of information communication. At
the same time, we regularly organise “Democratic Reception Day” to actively listen to the opinions and
suggestions of employees and promptly adopt corresponding solutions to problems that are of high concern
to employees to protect their interests.
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Employee Development
ETHRE

The continuous growth of employees is the foundation and motivation for the Group to maintain healthy and
long-term development. The Group attaches great importance to the growth and development of each
employee. With the aim of “Building a Growth Path for Employees”, the Group has diligently selected,
fostered, used and retained talents, and has been gradually establishing a training mechanism that can bring
employees’ potential into full play. We strive to provide employees with a complete learning and promotion
platform in expectation of their realisation of self-worth and career development goals.

In 2021, the Group continued to pay more attention to employee development. In line with the Group’s “14th
Five-Year Plan”, taking a market-oriented, precision and professional approach with focus placed on how to
cultivate, introduce, bring into play, incentivize and supervise talents, the Group continuously encourages
employees to take more initiative and strives to build a structurally reasonable team of talents that are
politically compliant, sufficient in number and highly competent, which will ensure a reliable supply of talents
needed for the Group to achieve the high-quality development goals and contribute to its healthy and
sustainable development.

Furthermore, the Group has adopted the principle of unified management and level-by-level training for staff
education and training and have established a multi-layer system with a diversified format of training in place.
Upon joining the Company, new employees must participate in induction training in relation to the Company’s
culture, corporate policies and goals, production safety, necessary skills, etc. Meanwhile, the Group offers a
wide range of training sessions regularly to all employees covering management, quality standards, skills and
professional skills.
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Employee Care

In 2021, the Group held nearly 500 training events of various types with nearly 10,000 attendances. All the
employees attended relevant trainings with training duration listed below:

B REEHBRESEEIIEEI5005 0 28 A KT 10,000 A% 0 REETHZ2T
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Average training duration of each employee of the Group (hours)

REBAGEIER(DE)

Male employee Female employee
SMET ZMHET
17.91 16.90
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Senior management and Ordinary employees
intermediate employees TmET
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Construction of Chief Technician Studio for “Passing the Torch with Masters Guiding
Apprentices”
BEREEMITEEER

In 2021, the Group, in light of the development status of all industrial units, set up Chief Technician
Studios composed of technicians and experts with outstanding techniques and skills and their own features
and characteristics in their field of production; the studios practice the system of “Masters Guiding
Apprentices” and seek to further improve the skills of employees overall and advance the progressive
development of talents.
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Employee Care

A series of training activities for young cadres in 2021

R - EFBHBAIEIES

From September to November 2021, the Group successively organized more than 230 young cadres under
the age of 35 to participate in 7 sessions of closed training, each of which lasted 2 days. The training
offered courses such as party education, integrity education and product knowledge for the young cadres
and applied immersive training methods such as scenario simulation, further improving the management
capability, communication skills and team spirit of the trainees and improving the competencies of young
cadres overall in the Group.

“ZEFAAERT-ABRE  AEELBEB2308 35S HmA T EFER R R HHEAXIE

FHEIRREMR - RRBIDFIFREFHHBER  REHE  EmARSTRE LBBER
BREEABROEISR - & SREASABNERERMBBEALS  THRT AL
ESFRINEEERYE -

e M m W
2021ﬁLiﬂﬁﬁEﬁﬁ?‘ﬂﬁmwwuiﬁ

RAMAARSAMEE, [ LA Y14 L 1)

.




ERECEMEERBROBRAR / BE & RERRE 2021

The Company Held Skill Performance Improvement Competition

RATEB [ HRIERE]

From April to December, 2021, the Company held the Skill Performance Improvement Competition in
order to build a high-quality and highly skilled workforce, and a total of more than 150 employees from
various management departments and industrial units participated. This form of competition, rather than
training, stimulated employees’ enthusiasm for work and inspired a spirit of reform and innovation in
them, contributing to the cultivation of talents needed for the Company’s future development.
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Employee Care

Employee Care

ETEE

The Group pays great attention to the needs of employees by creating a caring and equal atmosphere and
working environment and carrying out a wealth of cultural and sports activities to help employees balance
work and life, provide employees with practical care and protection, and continuously improve employees’
sense of happiness and belonging.

All employees of the Group are entitled to statutory holidays prescribed by PRC, as well as paid leave for ethnic
minority events such as Lesser Bairam Day, preschool children vaccination and participation in parents’
meetings, etc., and employees enjoy bonuses, allowances, subsidies and welfare in connection with paid
vacation according to the applicable regulations of the State and the Company. For female employees, in
addition to the statutory 98-day maternity leave stipulated in the Special Provisions on Labour Protection for
Female Employees, they can also enjoy an additional three months of maternity leave from the company,
besides the Company has Baby Care Room in some of the work place to fulfill the demand of lactation from
female employees, and to effectively protect their health rights and interests.

The Group always cares about its employees and continuously pays attention to their needs by actively creating
an atmosphere of mutual help and striving to create a heart-warming working environment, continuously
improving employees’ sense of belonging, happiness and satisfaction. In 2021, the Group actively offered
assistance to employees, providing corresponding subsidies to hospitalised employees or employees in need so
as to address the worries of employees. Besides, a mechanism is also in place to provide a certain percentage
of medical expense reimbursement for family members of qualified employees to ease their burden.

The Group is committed to improving the working and living environment of front-line employees. By the end
of 2021, the labour union of all units had established multiple heart-warming stations and Baby Care Rooms
for employees, for whom we purchased refrigerators, fresh-keeping cabinets, microwave ovens, first-aid kits,
tables and chairs, storage boxes, umbrellas and other materials to ensure and improve the production and
living conditions of front-line employees. In summer, we distribute products such as mosquito repellent,
heatstroke prevention and cooling products to front-line employees.
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Since 1 July 2021, the Company has an enterprise annuity plan in place. The contribution base of the
enterprise annuity is the average monthly salary of the employees in the previous year, but shall be capped at
five times the average monthly salary of the previous year in Beijing. The employees’ contribution rate is 2%,
and the Company’s 6%, so as to continuously protect and improve employees’ post-retirement benefits,
encourage them to take initiative, and promote the healthy and sustainable development of the Company.

BT —FLtA-BE ARAAEREEFHE CXFENPEEEUETI I —FEAFHT
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Safe Production
ZEHEE

The Group strictly implements the relevant provisions in the Law of the PRC on Prevention and Control of
Occupational Diseases and relevant labour protection regulations, and has formulated the Employee Health
Management Requlations and the Management Regulations for Sanitation and Personnel Health. We regularly
organise employees to take health checkups every year. For employees engaged in jobs with occupational
hazards, measures such as regular health checkups and providing labor protection appliances are adopted to
reduce the incidence of occupational diseases. In addition, the Group regularly monitors and evaluates
occupational hazards in production sites.

In order to effectively ensure production safety, the Group has established a “dual control” safety
management system that combines risk classification and control and hidden danger investigation and
rectification.

° Risk classification-based management and control system: According to the possibility of safety
accidents, the frequency of exposure of personnel to dangerous environments, and the possible
consequences of accidents, we carry out safety assessment of hazard sources in potentially dangerous
operating environments to determine the extent of risk under operating conditions, and then formulate
a management and control system involving management requirements, emergency measures, etc.
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Employee Care

o Hidden danger investigation and resolution system: After identifying known hazard categories, design
defects, and potential damages to process equipment, operation and management, we apply harmless
and risk-reducing treatments for these hazards.

s REHTREBR: WOHMGBRER  ReTREANMETERE  RF EEEENELER
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The Group has continued to promote safe production, and formulated three-level safety inspection regulations
and standards which include the factory level, workshop level and group level, to continuously strengthen the
construction of safe production standardisation, so as to protect employees. Furthermore, dedusting, denoising
and poison-proof devices are furnished at production workshops, where standard safety signs for hazardous
articles are in place and inflammables and explosives are stored and used according to strict requirements.
Production staff are provided with PPE — personal protective equipment such as protective articles to minimise
the negative impact on employees’ health. In 2021, the Group fulfilled the responsibility of preventing,
controlling and eliminating occupational hazards, preventing and treating occupational diseases and protecting
the health of employees and had all personnel that were exposed to occupational hazards including staff of
outsourced services and outgoing staff taking the special body check for occupational health. The Group met
the standard requirements in terms of year-round hazard detection for jobs with hazard factors and
occupational health body checks.

During the Reporting Period, the Group actively responded to the special rectification actions of hazardous
chemicals by pharmaceutical companies in Beijing by conducting a statistical analysis of all hazardous chemicals
involved and adding hazardous chemical storage cabinets to ensure the compliance and safety of hazardous
chemicals storage. In addition, the Group regularly conducts fire-fighting evacuation, self-rescue and escape
drills every year, as well as relevant training on the use of hazardous chemicals, laboratory safety, emergency
first aid, etc. to continuously strengthen employees’ awareness of safety and improve the ability to protect
themselves. The Group had no major work-related injury accident in 2021 and no occupational fatality over
the past three years. In 2021, workdays lost within the Group due to work-related injuries totaled 510.
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Safety management for resumption of work and production during the Epidemic

ARG BBMES SRR BRGEEERE

In response to the normalization of Epidemic prevention and control, the Company installed a facial
recognition and body temperature measurement system at the beginning of the year, which effectively
manages personnel entering and leaving the Company, serving both access control and the fight against
the Epidemic. Meanwhile, all related units were required to put together a dedicated team of Epidemic
prevention and control and emergency preparedness, which is responsible for conducting Epidemic-related
inspections, measuring body temperature, and checking Health Kit and other health codes and other
relevant matters for all visitors, making every effort to ensure the anti-Epidemic personnel and measures
and emergency measures are all put in place in the Company.
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Emergency preparedness for all and “month of safe production” series of activities

B2 EBREREEEARIES

In 2021, in line with the goals and requirement under “high-quality development”, the Group carried out
a series of activities themed “month of safe production”, through which knowledge of the law and safety
commonsense related to emergency management, safe production and disaster prevention and relief were
publicized in an all-round way. These efforts further improved all employees’ awareness of emergency
preparedness and capabilities in disaster prevention, mitigation and relief, laying a solid foundation for the
safe development of the Group.
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Fire emergency drill
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As the inheritor and disseminator of Tong Ren Tang culture, the Group adheres to the concept of giving back
to society. We actively devote ourselves to public undertakings, integrate business development with social
responsibility, and demonstrate our social value and responsibility. Using its own professional knowledge and
platform resources the Group maintains its focus on health-preserving medication and other fields. In the
battle against the Epidemic, from the perspectives of resumption of work and production, support with
traditional Chinese medicines and traditional Chinese medicine healthcare, we have fulfilled our responsibilities
and obligations.
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Fight against the Epidemic
40 [ | T

“Cultivating Kind-heartedness and Benefiting Mankind and Preserving Health” is the original intention and
mission of Tong Ren Tang. As a traditional Chinese medicine producer, the Group, facing the increasingly
severe pandemic, took up its social responsibility by actively resuming work and production and sparing no
effort to ensure the production and supply of anti-Epidemic drugs. In 2021, the pandemic still had a high
impact on people’s lives, and pandemic prevention were taken no less seriously. During the year, the Group
continued to strictly fulfill various safety production responsibilities during the pandemic, stepped up
inspections, timely eliminated hidden dangers to ensure the safety of employees and production operation. At
the same time, the Group timely stocked up on raw materials, ingredients and packaging materials, took on
procurement and production earlier than scheduled, properly controlled the production pace, made full use of
the favorable resources within the Group to ensure the supply of anti-pandemic drugs on a high priority and
overcame difficulties such as logistics and transportation as well as work and production resumption of
employees, contribute to pandemic prevention and control.
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Contributions to Society

Community service

RAHLE

The party members of the Group went deep into the front line of the
fight against the pandemic in communities. We actively participated in
volunteer activities for pandemic prevention in designated communities
where we spread knowledge on pandemic prevention and control,
guarding community entrances and exits, environment disinfection,
etc., jointly weaving a dense net of pandemic prevention and control,
giving full play to the exemplary role of party members, and
demonstrating the sense of responsibility of Tong Ren Tang.
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From July to August and from October to December of 2021, to help
more people receive COVID-19 vaccination, Beijing Tong Ren Tang No.
2 Chinese Medicine Hospital, a subsidiary of the Company, timely sent
some medical staff (nearly 50 person times) to assist the vaccination
venues in Fengtai District, Beijing with COVID-19 vaccination of
residents there and on-site first-aid services.
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During the year, more than 20 employees of the company actively participated
in the voluntary service of “courtesy of zebra crossing” after working hours, as
well as participated around 20 hours to carried out activities such as civilized
traffic and traffic safety knowledge publicity. In addition, the company called on
all Party members to take the initiative to be deeply involved in the community
in their spare time. During the year, more than 500 people participated in
various public welfare activities such as “garbage classification”, “environmental
governance”, “cash and goods donations”, and made their own contribution to
building a beautiful and harmonious community with practical actions.
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Health-preserving Medication

The Group makes sustained efforts in caring for the health of the
people. We popularise the culture and health-preserving knowledge of
traditional Chinese medicine by means of free clinic services in
communities, health consultations and open lectures on medical
knowledge to raise people’s health awareness and convey the concept
of health for all.
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The theme activity of “Traditional Chinese Medicines and Traditional Chinese
Medicine Healthcare to Enter Campus”

R ERERE] TEEE

In 2021, the Group continue launched a theme activity of “Caring for Gardeners, Caring for Health” to
spread the culture of traditional Chinese medicines and traditional Chinese medicine healthcare and the
knowledge on daily prevention and health care against occupational diseases for teachers of Beijing
Mentougou Jingshi Experimental High School in order to protect the health of these hardworking
gardeners.
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Contributions to Society

The theme activity of “Traditional Chinese Medicines and Traditional Chinese Medicine
Healthcare to Enter Campus”

BRIEEETERCE BIHhBEED

In June, 2021, the Yizhuang branch factory of the Company received multiple batches of pharmacy service
volunteer groups from the medical community in Beijing for on-site tours and exchanges. The volunteer
groups were shown around the Culture Exhibition Hall and production workshops of tablets, pills and
granules. Watching the medicine production process, the volunteers had a glimpse into the traditional
Chinese medicine culture and modern medicine production process at close range.
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To the Board of Directors of Tong Ren Tang Technologies Co. Ltd.:

Scope of Our Engagement

The 2021 Environmental, Social and Governance Report (the "ESG Report”) of Tong Ren Tang
Technologies Co., Ltd (the “Company”) has been prepared by the Company. The management of the
Company is responsible for the collection and presentation of information within the ESG Report
referring to the Stock Exchange of Hong Kong Limited (“HKEx") Listing Rules — Appendix 27
Environmental, Social and Governance Reporting Guide. The Management is also responsible for
maintaining adequate records and internal controls that are designed to support the ESG reporting
process.

Our responsibility is to carry out limited assurance procedures over key social responsibility performance
indicators for the year ended 31 December 2021 and to issue the assurance statement in accordance
with the “International Standard on Assurance Engagements 3000: Assurance Engagements other than
Audits or Reviews of Historical Financial Information” (ISAE 3000), based on the Management’s
instructions and as agreed with Management in our terms of reference signed.

Our work was limited to these stated above and our report is made solely to you, as a body, and for no
other purpose. We do not therefore accept or assume any responsibility for any other purpose or to any
other person or organization. Any reliance any such third party may place on the ESG Report is entirely
as its own risk.
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Independent Assurance Report
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Work Performed

Our review has been planned and performed in accordance with ISAE 3000. In order to form our
conclusions. we carried out the following procedures:

The limited assurance procedures were performed over the key performance indicators in the ESG Report
for the year ended 31 December 2021.

In preparing the key performance indicators, the Company applied the criteria in the HKEx — Appendix
27 Environmental, Social and Governance Reporting Guide.

A limited assurance engagement consists of making enquiries, primarily of persons responsible for
preparing the key performance indicators subject to assurance, and applying analytical and other limited
assurance procedures.

The limited assurance procedures performed included, but were not limited to:

° Interviewing the Company’s management and staffs responsible for the selected key performance
information;
° Performing analytical review procedures;

° Performing sample inspection on the selected key performance information;
° Performing recalculation procedures on the selected key performance information;
° Other procedures we considered necessary.

We believe that the evidence obtained is sufficient and appropriate to provide a basis for our limited
assurance conclusions.
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Limitations of Our Scope
Our scope of work did not include:

o Assessing the accuracy or fairness of the information (including financial information) other than
the selected key performance information.

o Reviewing the forward-looking statements made by the Management.

o Reviewing and consequently providing assurance on historical data.

Level of Assurance

Our evidence gathering procedures have been designed to obtain a limited level of assurance on which
to base our conclusion. The procedures conducted do not provide all the evidence that would be
required in a reasonable assurance engagement and, accordingly, we do not express a reasonable
assurance opinion or an audit opinion. While we considered the effectiveness of the Management'’s

internal controls when determining the nature and extent of our procedures, our review was not
designed to provide assurance on internal controls.
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VII.
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Our Conclusions

Subject to the limitations of scope and based on the procedures specified above for this ‘limited level’
assurance engagement, we provided the following conclusions:

Nothing has come to our attention that causes us to believe that the indicators were not presented fairly
in all material respects in the 2021 Environmental, Social and Governance Report of the Company, in
accordance with the criteria defined above.

Our Independence

We are in compliance with the Ernst & Young Global Independence Policy which was designed to
comply with the requirements of the IFAC Codes of Ethics for Professional Accountants (the IFAC Code).
We believe that there were no events or prohibited services provided which could impair our
independence.

Our Assurance Team

Our assurance team has been drawn from our sustainability assurance service network, which undertakes
similar engagements to this with a number of domestic or international businesses. We have the required
competencies and experience to conduct this assurance engagement.

Ernst & Young Hua Ming LLP
Beijing, PRC
18 March,2022
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