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About the Report

Charmacy Pharmaceutical Co., Ltd. (the "Company" or "Charmacy
Pharmaceutical" ) (stock code: 2289.HK) is pleased to issue the Environmental,
Social and Governance Report (the "Report" ) of the Company and its subsidiaries
(collectively, the "Group" or "we" ).

The Report mainly discloses the performance of the Group in environmental,

social and governance (the "ESG") aspects in 2021.

* Reporting Period
Unless otherwise indicated, the information and data in the Report covers

the period from 1 January 2021 to 31 December 2021 (the "Reporting
Period").

* Scope of Reporting

Unless otherwise specified, the information and data in the Report summarize
the performance of the Group in respect of corporate social responsibilities,

covering its principle operating activities.

* Basis of Preparation

The Group made the disclosure pursuant to the "Environmental, Social and
Governance Reporting Guide" set out in Appendix 27 of the Rules Governing
the Listing of Securities (the "Listing Rules" ) of The Stock Exchange of Hong
Kong Limited (the "Stock Exchange" ).

* Principles of Reporting

The Report is prepared in accordance with the four reporting principles of
"Materiality", "Quantification", "Balance", and "Consistency" to accurately respond
to concerns of stakeholders of the Group.

Materiality: The Group takes characteristics of business into full account and
identifies current ESG materiality issues by communicating with stakeholders in the
process of report preparation, and finally determines materiality issues as the basis
for preparing the Report and responds to them through the Report.

Quantification: The Group has established a mechanism to obtain and review
ESG data, and where applicable, the Report discloses annual comparative data
to allow stakeholders to understand the progress of ESG management.
Balance: The Group reports in the Report in an objective and unbiased
manner to ensure that the information disclosed faithfully reflects the overall
performance of the Group from the perspective of ESG.

Consistency: The quantitative information in the Report has been calculated
and disclosed in a manner basically in line with previous reports to enable
stakeholders to analyse and assess the performance of the Group at different

times. Changes and updates in the scope of any data are provided with
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additional instructions for reference of the stakeholders.

* Involvement of the Board

The board (the "Board") of directors of the Company sets up an ESG Work
Panel to plan and promote various ESG work as a whole, deal with ESG
statistics and collect relevant information with all the related functional
departments and subsidiaries to guarantee the timeliness, completeness and
accuracy in the disclosure of ESG information. The Board supervises and
checks the ESG matters in the Group. During the decision making process,
relevant ESG risks are fully considered and evaluated to maintain effective risk
management and internal monitoring systems. Through regular communication
with the senior management, the Board supervises daily operation of the Group

and if necessary, updates internal policies to handle ESG matters.

* Contact

Charmacy Pharmaceutical values your comments and suggestions. Should
you have any comments or suggestions on the Report, please contact us by the
following means:

Charmacy Pharmaceutical Co., Ltd.

Address: No. 235 Song Shan North Road, Longhu District, Shantou City,
Guangdong Province, the PRC

Tel: 86-754-88109272

Email: ir@charmacy.cn
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About Us

Charmacy Pharmaceutical is principally engaged in the pharmaceutical distribution
business. It mainly distributes western medicine, Chinese patent medicine and
healthcare products to downstream distributors and retail terminals, as well as
provides consultation service on pharmaceutical products. Founded in 2000,
over the past 22 years of rapid development, it has become one of the leading
pharmaceutical distributors in the Southern China region. The Company adheres to
the development strategy of “Intensive Engagement in Guangdong Province and
Extensive Coverage across Surrounding Areas” , and has built logistics centres in
Shantou, Foshan, Zhuhai, Guangzhou and Huizhou, all equipped with professional
transportation teams, and has a highly efficient delivery mechanism of delivering
pharmaceutical products three times per day for customers within a radius of 10
kilometers, twice per day for customers within a radius of 50 kilometers and once
per day for those within a radius of 250 kilometers. In addition, the Company has a
modern information system that covers the entire supply chain for pharmaceutical
distribution, including procurement, sales, warehousing, transportation and
delivery. Apart from that, the Company operates its own B2B e-commerce
platform “Charmacy e-Medicine” ( £l 3% e &£ ), a platform for customers to
place orders online, make inquires and payment ,etc. In 2020, the Company ranked
top 40 among top 100 PRC wholesalers, in respect of revenue generated from
the principal business. According to the Market Research Report of the Chinese
Pharmaceutical Industry (2017) ( { B B 2417 E M HHF R ML) (2017)), in
respect of sales scale, the Company ranked the 7th among the pharmaceutical
distribution businesses in Guangdong Province and the 2nd among private

enterprises.

With the good reputation and high-quality service, in January 2021, the Company
was awarded the 2020 Most Promising Enterprise in The Pharmaceutical Business
industry by the Pharmaceutical Business Branch of the All-China Federation of
Industry and Commerce. In March 2021, it was appraised as the Best Logistics
Center for Pharmaceutical Cold Chain Logistics (Base) in 2020-2021 and the
Medical cold chain logistics services recommended enterprises in 2020-2021 by
the Pharmaceutical Supply Chain Alliance and Yao Lian Quan. In June 2021, it was
awarded the “Golden Ant” Innovation Award of Chinese Logistics Industry from
2020 to 2021 issued by China (Guangzhou) International Logistics Equipment and
Technology Exhibition Organising Committee and the title of Contract Abiding and
Credit Respecting Enterprise in Guangdong Province (for 20 consecutive years from
2001 to 2020) by Guangdong Provincial Market Supervision Administration. In July
2021, it was awarded the 2021 Annual Pharmaceutical Logistics and Distribution
Outstanding Enterprise by the Yao Lian Quan. In September 2021, it was awarded
the 2020 Top 100 Pharmaceutical Enterprises in China’ s Pharmaceutical Industry
issued by the China National Federation of Industry and Commerce Pharmaceutical

Industry And Commerce Association. In October 2021, it won the Anti-epidemic
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Positive Contribution Award issued by the Shantou Pharmaceutical Industry
Association. In December 2021, it won the “Gold Award” for the 2020-2021
Medical Supply Chain-- Procurement - Top Ten Commercial Enterprises issued by
the Pharmaceutical Logistics Branch of the China Federation of Logistics. Also,
the Company was awarded the AAA credit rating issued by the China Enterprise
Confederation and the China Entrepreneurs Association. It has obtained the national
standard of “Pharmaceutical Cold Chain Logistics Operation Specification”

issued by the National Logistics Standardisation Technical Committee Cold Chain
Logistics Branch Technical Committee and the Pharmaceutical Logistics Branch of

the China Logistics and Procurement Federation.

Stakeholders' Engagement

The Group's stakeholders include governments/regulatory authorities,
shareholders/investors, staff, suppliers/partners, customers and communities/
citizens. The Group actively communicates with stakeholders to fully understand

their expectations.
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Stakeholders Means of Communication Expectations and Requirements
Ehn
On-site examination BrHgs
BUR B M FEIANFR Compliance operation
Governments/ regulatory authorities Active tax payment RIEANF
H & 1w B g ) Tax payment according to law

Daily communication and reporting

e B

Shareholders/ investors

JRHK &

General meetings
ESoeiingg

Result conferences

NEIE b

Company website

L YN

Reports and announcements
B TR

Investor surveys

LR S

Financial results

TRER B SRR o

Safeguarding shareholders' rights and interests

SRRt

Sustainable corporate development

SHar TR
Labor contracts Equal Employment
e, PRI b 2
BT Health examination and insurance Health and safety
e BT eI
Staff training Skill improvement
IS ERET ) N B AR A
Staff activities Remuneration and benefits
H# A TR 3% fre
Daily interaction Career development
B 2%
On-site inspection JESHEE 2
27 % Sticking to business commitments
N Az X(ﬁﬁ?‘j 2
gi‘ﬂglﬁﬁ// njt/r'f¥§ i Interaction and exchange visits H R
uppliers/ partners LR 2 4 Mutual benefit and win-win situation
Supplier assessment NS
TS HEE Fair competition
Market survey
B
On-site inspection SR E e
i EHE Sticking to business commitments
5 Interaction and exchange HR R
Customers 7 S L
T A Mutual benefit and win-win situation
Satisfaction survey ELE g
gL Product quality
Pharmaceutical products promotion
SRS
Promoting community employment AEEA I A R
&N R =I5 Driving community development
Communities/ citizens Community activities R AR T
2L\ Community interaction and communication

Charitable activities
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* Communication with and Engagement of Stakeholders

The Group is fully aware that sustainable corporate development requires the
support of all stakeholders. We attach great importance to the communication
with stakeholders and have established a regular communication mechanism.
During the Reporting Period, we reviewed and summarised the categories
of stakeholders that are important to business operations of the Group, their
concerns, and communication channels (as shown in the table below). We resort
to a variety of communication channels to enhance stakeholders' understanding
of the strategies and initiatives we pursue, and provide them with smooth
feedback channels to express their views and expectations so as to help the
Group continuously improve and refine its management mechanisms.

The Group will continue to review the communication mechanisms with
stakeholders, expand our communication channels with stakeholders in more
ways in the future and gradually strengthen the discussion on sustainability
related issues. We believe that only by working with stakeholders can the Group

speed up the realisation of its sustainable development vision.

* ESG Materiality Issues

We look into the requirements, opinions and suggestions of all parties, and
integrate stakeholders and their concerns into our operations and decision-
making process, so that ESG is integrated with our daily operations to foster
common development. During the Reporting Period, the Group carried out
identification work on materiality issues to better respond to stakeholders'
requests and expectations. The Group collected and collated stakeholders'
opinions and concerns, and referred to guides disclosed by regulatory authorities
and sustainable development issues under the concern of capital markets,
international reporting standard institutions and peer companies as the basis to
sort out, analyse and conclude concerns of key stakeholders.

During the Reporting Period, we sorted issues by degree of importance from the
two dimensions of "Importance to Business Development" and "Importance to
Stakeholders" and identified the following ESG materiality issues of the Group

as follows (in order of priority) :

1. Product Quality and Safety

2. Supply Chain Management

3. Staff Health and Safety

4. Staff Development and Training

5. Compliant Employment and Staff Welfare
6. Anti-corruption Measures

7. Greenhouse Gas Emissions

8. Utilisation of Resources and Environmental Protection
9. Waste Disposal

10.Tackling Climate Change

11. Social Welfare
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Environment

The Group recognises the importance of balance between business development
and environmental protection and is well aware that sustainable corporate
development is closely linked to the environment. The Group adopts the
environmental concept of "protecting environment and saving resources"
throughout its business activities to reduce the consumption of resources such
as electricity, fuel and water, and improve all staff 's environmental awareness,
fulfill social responsibility, and focus on protecting the environment to minimise
the adverse environmental impacts from its businesses. During the Reporting
Period, the Group complied with the applicable environmental regulations
of the places where it operated, and had no incidents of major violations of
environmental protection laws and regulations in China that had significant
impact on the Company. The Group strives to use its corporate resources
effectively, not only for lowering its operating costs, but also for bringing
environmental benefits to improve the workplace condition for employees and

heighten their sense of belonging.

* Emissions

m Exhaust gas emissions

Since the Group is principally engaged in the distribution and delivery of
pharmaceutical products, in its process of pharmaceutical logistics, the main
emissions were from the Group 's transportation vehicles. The key indicators for
the Group 's vehicle gas and particulate emissions for the Reporting Period and

the corresponding period in 2020 are shown in the table below:
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Currently, all the diesel vehicles that are in use by the Group comply with the
National-IV emissions standard as required by the Ministry of Industry and
Information Technology of the PRC. Selective catalytic reduction system is used
in exhaust gas treatment and this system requires the use of diesel exhaust fluid
for exhaust gas treatment oxides to meet the national standards on environmental
protection. The Group also remains attentive to new energy vehicles in the
market and replaces the existing vehicles with applicable new energy vehicles
when necessary considering the actual circumstances. At the same time, the
Group requires the drivers to refuel at the petrol stations designated by the
Group to ensure the oil standard and quality; and have the most environmentally

friendly driving habit to minimise vehicle idling behaviors.

Our exhaust emissions target is to strive for a reduction in exhaust emissions.

The emissions of vehicle exhaust gas and fine particles in 2021 were higher
than those in 2020, mainly because: (i) the sorting and delivery centre in
Guangzhou Logistics Centre of the Group has officially commenced operation
since the second half of 2020, which has increased the distribution routes in the
Pearl River Delta region; (ii) Huizhou Logistics Centre was newly established
in November 2020 which has increased the delivery routes in the Huizhou
region; and (iii) the Company's wholly owned subsidiary, Shenzhen Charmacy
Pharmaceutical Co., Ltd. officially commenced operation in June 2021 which
has increased the delivery routes in the Shenzhen region. The fuel consumption

accordingly increases, leading to a growth in emissions.

m Greenhouse gas emissions

Gasoline and diesel and office 's power consumption are the Group 's major
sources of greenhouse gas emissions.The Group 's greenhouse gas emissions for
2021 and 2020 are detailed in the table below:

HAAY Unit 2021 £E#¥% Data for 2021 2020 4EE#% Data for 2020
FEILY (NO,) Nitrogen Oxides (NO, ) F5 ke 11,853.46 11,541.49
T %L (SOx) Sulphur Oxides (SO2) T3 kg 12.10 11.55
FERIP) (PM) Particulate Matter (PM) T ke 750.51 601.27

TE: HER TR IRRHIN FE S v HE A8 Bl i e A
REEZ R CAnf s ERSE . A& BRI S )
Z TH %= BRERA AR IR Mg 5 I8
TR BUE RS,

Note: Emissions are estimated based on fuel consumption and vehicle travelling
distance as well as emission factors indicated in "How to prepare an ESG report
- Appendix 2: Reporting Guidance on Environmental KPIs" issued by the Stock
Exchange.

Tl 2 SRAHETL Hif 2021 FEER | 2020 fEEHE
Greenhouse gas emission Unit Data for 2021 Data for 2020
il — — B W — SR =

Scope 1 - Direct emissions tonnes of CO,e 2,453.42 2,087.45
il — — AE R R R W — SRR =

Scope 2 - Indirect energy emissions tonnes of CO,e 5,207.23 6,229.23
i = — HoAt R P HE W — SR (Ll =

Scope 3 - Other indirect emissions tonnes of CO,e 85.21 108.40
HeA W — SR =

Total emission tonnes of CO,e 7,745.86 8,425.09
B (BEETAREEERARZE A HTR) W SR R BT R IGE 1.94 211
Intensity (greenhouse gas emission per RMB million of operating income) | tonnes of CO,e /” RMB million of revenue : .
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Our greenhouse gas emissions targets are actively responded to the national
policy of “Carbon Emission Peak and Carbon Neutrality” (the"double
carbon") and strive to achieve negative growth in carbon intensity. Where
possible or appropriate, implement the following environmental protection
programmes in operations and maintenance: reduce carbon emissions in each
region: continuously improve the management mechanisms related to carbon
reduction, gradually integrate policy guidance related to the dual carbon target
into the Group's emission management, carry out low-carbon-related publicity
and training for partners and employees, and explore renewable energy and

carbon reduction technology opportunities.

/

The following table shows the major waste we produced during the

m Waste

Reporting Period and the corresponding period in 2020:

iz e kXA 2021 fFEEE 2020 U
Indicator Unit Data for 2021 Data for 2020
FEAL IR R L

Total non-hazardous waste produced tonnes 84.40 103.55
HE (FHETTA RS SRR Y =) L= VN 0.022 0.026
Intensity (non-hazardous waste per RMB million of operating income) tonnes/RMB million ’ :

KT L A B B L VON 0.101 0115
Non-hazardous waste produced per capita tonnes/person ’ :

TR BB A G EREL TSR, &
KT KAk K H I HETS . A E BRI
FECESE, DRI S RAR B B B T 1 e 3
HOR B H R A R R BRRL, TR
JBEACTHAE T ZRATENAR, BBAUNOR .

Our operating activities do not directly lead to industrial pollution; therefore,
there is almost no pollutants released into water and land or generation of
hazardous wastes. Hence, no relevant treatment has been adopted. Emissions
mainly come from domestic wastage of logistics and daily office operations
as well as household waste. Waste papers are mainly from the consumption of

printing papers, label papers, and delivery notes.
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Our waste reduction goal is to stabilize the intensity of waste (total waste/
operating income). The waste reduction measures are: the Group's construction
projects are equipped with environmental protection facilities in accordance
with laws and regulations, and the waste is disposed of in accordance with the
regulations; the Group recycles and reuses packaging materials as much as
possible; the Group provides publicity and training related to employee waste
reduction and encourages employees to print and copy on both sides of paper.
the Group encourages all departments to classify and dispose of daily garbage
and reuse recyclable waste, such as envelopes, courier bags, plastic bags, papers
and cartons. The Group provides customers with sterilised glasses or porcelain

cups instead of paper cups to reduce waste and be more environmentally

friendly.

* Use of Resources

The energy consumed by the Group during the operations mainly includes
gasoline and diesel for transportation vehicles as well as electricity consumed in
offices. The resources consumed are office water usage and logistics packaging
materials, which mainly include cartons.

The following table sets out the major use of resources of the Group during the

Reporting Periodand the corresponding period in 2020:
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=k Bify 2021 R 2020 FEHHE
Indicator Unit Data for 2021 Data for 2020
Y= /N

&Qflme fi\tjj 235,083.05 206,971.14
Y JAS

S?élfel ﬁgj 536,802.30 528,476.54
REpliiEEY T

Petroloum gas ke 9,737.08 1,793.00
SN ) T EURY

Electricity purchased kWh 6,223,525.70 7,445,003.40
BTTEEINFEE R TEURE,EIT AR 16.41 1.3
Electricity consumption per RMBO0'000 of operating income kWh/RMBO0'000 . :

FEIK R L]

Water consumption tonnes 59)470'92 621253'00
EITTE WK LV STWN =i 0.16 0.16
Water consumption per RMB0'000 of operating income tonnes/RMB0'000 . :

AR AMUEEAT L T

Paper materials used in outside packaging kg 110,062.90 113,560.00
W (FETAREEERNAESMU R RHEF =) Foi,EIT AR 0.29 0.28
Intensity (consumption of paper packaging materials per RMB0'000 of operating income) kg/RMB0'000 . :
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The Group is committed to its philosophy of conservation, high efficiency and
prevention of wastage of resources, and focuses on reasonable use of resources
in its business operations. Apart from the measures set out in the section headed
"Emissions" above, in order to promote resources saving, we adhere to the principle
of recycling and reducing waste, actively advocate the green office model , enhance
the staff 's awareness of energy conservation and environmental protection, and

formulate policies relating to environmental management, such as:

1. Implementing the scheme of recycling used cartons. Usable second-hand
cartons are recycled and used in pharmaceutical warehousing, distribution and

transportation at logistics centres;

2. Encouraging paperless office and paper saving. Staff members are encouraged
to print on both sides of paper, reuse envelopes and used paper, and maximise
the use of email and online review system for reviewing and signing documents

and communications to avoid unnecessary printing;
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3. Promoting the use of telephone and video systems. The use of telephone or
video conferences should be maximised to reduce the staff 's business trips so as

to reduce greenhouse gas emissions;

4. Controlling the operating hours of air conditioning within the office areas.
Using the air conditioning reasonably depending on the actual weather

conditions to avoid energy wastage;

5. Enhancing the management of electricity consumption within the office
areas. Staff should minimise the electricity consumption caused by leaving
electronic equipment such as computers and printers on standby mode. Staff
should also turn off all electrical appliances and lights when leaving the offices.
Administration personnel would inspect the office areas regularly to avoid

electricity wastage. Energy-saving LED lights are used as lighting facilities; and

6. Inspecting and maintaining water-consumption equipment regularly. Aging
water faucets are replaced to achieve greater control over the water flow from
water faucets to achieve higher efficiency in water consumption; "water saving"
posters are put up in the toilets and washrooms of business and office premises

to enhance the staff 's awareness of water saving.

Compared with 2020, among the Group's environmental indicators and
energy consumption indicators in 2021, the gasoline, diesel and petroleum
gas indicators slight increased, mainly due to the simultaneous increase
of the Group's distribution routes and transportation vehicles, the addition
of delivery routes in Huizhou, Shenzhen and Guangzhou, and the use of
petroleum gas by the staff canteen of the newly added Huizhou subsidiary;
while the electricity, water and paper packaging indicators decreased. In
terms of energy, the Group further reduced the use of petroleum gas and
advocated the use of electricity and natural gas as energy; continuously
promoted the resource conservation, and adopted the intelligent lighting
control system in the newly-built Guangzhou sorting and delivery centre,
which can set a variety of scene modes according to the demand, control
and adjust different degrees of brightness through intelligent sensors, so as
to save electric energy. The Group used the photovoltaic power generation
system , so as to reduce the emission of carbon dioxide and thus alleviate
the global greenhouse effect and mitigate the environmental pollution. In
terms of paper, the Group completed more than 351,000 approval processes
by reviewing documents with its online review systems, which saved a total
of 1.4 million pieces of paper assuming each process involves 4 pages of
documents to be reviewed. Under the Group 's policy of promoting a green
office, though delivery services were added in Huizhou and Shenzhen, the
quantity of packaging cartons used in 2021 was basically similar to that
in 2020.The Group does not have the problem of finding suitable water

sources.
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During the Reporting Period, the Group has complied with the relevant
environmental laws and regulations, including but not limited to: Environmental
Protection Law of the People 's Republic of China ( { #7 #E A | 3t 1 B I
5% 1R & 74 ) ), Water Pollution Prevention and Control Law of the People 's
Republic of China ( {H#E A RILFF KIS HEGIATE) ), Law of the People 's
Republic of China on Prevention and Control of Atmospheric Pollution ( { H
N\ R KRS EBh187) ), Law of the People 's Republic of China
on Prevention and Control of Environmental Pollution by Solid Waste ( (£
N BRI [E] 88 5 15 G IR BE R 16 1%) ). During the Reporting Period, the
Group was not aware of any incident involving non-compliance with the laws
and regulations which would have a material impact on the Group in terms of
air and greenhouse gas emissions, water and land discharges, and the generation

of hazardous and non-hazardous waste.

Our water efficiency goal is to further improve water efficiency.

Our energy efficiency goal is to continuously improve the efficiency of energy

use and seek opportunities for the use of clean energy.

* Tackling climate change

* As the global climate changes, climate risk also increases along with greater
impact on human society. Extreme weather and unexpected incidents triggered
by climate change are occurring more frequently, bringing unpredictable
impacts on the Group's operations. The Group has identified the risks to its
operations brought about by climate change, evaluated their financial impacts
and adopted corresponding measures through policy research and investigation,
peer benchmarking and expert consultation. In addition to reducing the potential
impact brought about by the risks, the Group will be able to achieve sustainable

ongoing business development.

m Identification and potential financial impacts of major risks related to
climate change

1. In the event of extreme climate and weather conditions, such as typhoons and
rainstorms, water and power supply to the Group's warehouses and offices may

be interrupted, causing financial losses;

2. Extreme weather conditions will limit the delivery efficiency of the Group's
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transport convoys or cause inevitable damage to goods during transport.
Meanwhile, the Group must avoid property loss caused by traffic accidents

during transport; and

3. Continuous hot weather due to climate change may lead to the Group's
increased power consumption and its transporters' petrol consumption.
Meanwhile, the Group must avoid financial losses as a result of employees

suffering from a heatstroke when working under hot weather.

m To mitigate the major risks related to climate change, the Group has

formulated and implemented the following measures:

1. Regulate the Group's response and procedure in relation to climate change-

induced contingencies and establishment of a contingency mechanism that is
centrally managed with responsibility division and swift response. Effective
preventive measures should be in place, so swift contingency response and

recovery may take place in case of unexpected incidents.

2. Regularly control, check and prepare for natural disasters along with regular

contingency drills and training for natural disasters.

3. Gradually eliminate high energy-consumption equipment and improvement

of resource-use efficiency.

To better manage and respond to the risks brought about by climate change
to business development and to ensure sustainable development, the Group
will identify climate change-related risks and adopt preventive and protection
measures. The Group will continue to improve its management based on the
results to maximally reduce greenhouse-gas emissions generated through its
business operations. It will also maximally safeguard its employees' safety while
mitigating the business impacts to prevent any tangible damage to the Group's

assets.
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Employment and Labor Practices

Employees are the driving force of a corporation 's continuous development.
The Group upholds its philosophy of human resources management of
"Respect, Care, Kindness and Cultivation" and is committed to protecting
the legal rights and interests of employees, attaching great importance to
their physical and mental health and offering them learning opportunities and
development platforms, in order to help them realise their own value as they
promote corporation development, gain broader room to develop their career,

and achieve mutual development of corporation and staff.

* Staff Overview

m Total number of employees divided as per gender, employment type, age
group and geogrpahical region is as follows:

As of 31 December 2021, the Group had a total of 837 staff members (As of 31
December 2020: 903). All employees are full-time, including 6 personnel who

are engaged in post-retirement employment..

2222

Number of staff/ Female: 361
Percentage of total number of staff: 43.13%

Number of staff / Male: 476
Percentage of total number of staff: 56.87%

2021 F#iE 2020 FEHE
Data for 2021 Data for 2020
HH bl
Tiem Category BTAB | (GETAARNLE | BTAR | (S8 TAARKY
Number of Percentage of total Number of Percentage of total
staff number of staff staf’ number of staf
AR
Procurement personnel 69 8.24% 68 7.53%
HEANE
- 227 27.12% 240 26.58%
Sales personnel
] ’
Employment type
LZNIKERE IS E =3 iIUN=
Logistics management and operation personnel 404 48.27% 461 51.05%
B MATECEFEA R
Finance and administration personnel 137 16.37% 134 14.84%
it . .
Total 837 100.00% 903 100.00%

2021 BEbE, A& NEBRS
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2021 FEHE 2020 F#IE
Data for 2021 Data for 2020
JHH bl
Item Catego
o AT AR {5 LT 48\ E ) BT AR {5 LT 48\ A
Number of staff | Percentage of total number of staff | Number of staff Percentage of total number of staff
30 5% A LA R Age of 30 and below 371 44.329 412 45.63%
fg:f 31-405% (&) Age of 31-40 (inclusive) 300 35.84% 325 35.9904
Age 41-50 5% (%) Age of 41-50 (inclusive) 121 14.46% 119 13.18%
group
S1pPAE Above age of 51 45 5.38% 47 5.20%
At Total 837 100.00% 903 100.00%
2021 FHIE 2020 FHIE
Data for 2021 Data for 2020
JHH =yl
Item Category BTAR | SETENER L BTAR | HETHNERLLS)
Number of Percentage of total number Number of Percentage of total number
staff of staff staff of staff
NG YN BRI =M Pearl River Delta 532 63.56% 587 65.01%
Number of employees in
different geographical regions BB Eastern Guangdong 305 36.44% 316 34.999%
&5t Total 837 100.00% 903 100.00%

m RN, ARER AN B s S 1 B R e
wp:

RN, AEFHEEARALRS:
31.49% (2020 £EFIHA: 22.72%) .

m Turnover rate of employees divided as per gender, age group and
geogrpahical region is as follows:
During the Reporting Period, the total turnover rate of employees of the Group
is 31.49% (Corresponding period in 2020: 22.72%).

HH ehll 2021 ik 2020 Fik b
Item Category Turnover rate in 2021 Turnover rate in 2020
& B Male employees 19.20% 12.13%
PRI Gender
27{fE B Female employees 12.30% 10.59%
THH e=hll 2021 kb 2020 Fik b
Item Category Turnover rate in 2021 Turnover rate in 2020
30 %M LR Age of 30 and below 16.67% 14.60%
. 4058 (& - i i 0 0
IR A IR ik L 31-40 % (%) Age of 31-40 (inclusive) 11.03% 4.71%
Turnover rate of employees of different age groups m . .
41-50 3% (&) Age of 41-50 (inclusive) 2.99% 2.35%
51 5% PA_| Above age of 51 0.80% 1.06%
HH eyl 2021 iRk EEE 2020 4Fimk b
Item Category Turnover rate in 2021 Turnover rate in 2020
TL=FAH Pearl Ri Del .029 .309
R R B e ERIL =AM Pearl River Delta 24.02% 17.30%
Employee turnover rates in different geogrpahical regions 3§ Eastern Guangdong 7.47% 54204

sk BRI R =L(x)/E(x)*100%
L(x)= RZ2E I B R\ B
E(x)= i 4R 52 8 e B R B 119 {5

Note: Turnover rate (per category)=L(x)/E(x)*100%

L(x)=Employees in the specified category leaving employment

E(x)=The average of total number of employees leaving the Group in the past

two years
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* Compliant Employment and Staff Welfare

The Group strictly complies with the Labor Law of the People 's Republic of China
( CFREE N REAIEZ5 E)i%) ), the Labor Contract Law of the People 's Republic
of China ( { F1#E A\ BRI M1 25 85 [F75) ) and other laws and regulations,
and upholds the principle of "Open Recruitment, Fair Competition, Merit-based
Selection and Priority to Internal Recruitment" . We recruit high-quality talents
through multiple channels such as social recruitment, campus recruitment and
internal promotion, and appraise and select candidates based on their moral traits,
education background and competence. We are committed to providing an equal
employment opportunity which advocates fair competition and anti-discrimination.
The Group strives to provide a fair and just working environment to our employees
free of any discrimination on the basis of gender, age, marital status, religion, race,
physical condition and other factors.

The Group insists on compliant employment and prohibits forced labor. By
following the principles of legitimacy and compliance, equality and willingness
and negotiation and consensus, the Group enters into written labor contracts
with its employees which clearly define their remunerations, working hours, rest
days and leaves, occupational safety and health, insurance and welfare and other
matters. We truthfully inform our employees of the details, responsibilities,
environment and conditions in relation to their work as well as our internal rules
and policies, and guarantee the rights and interests to which our employees
are entitled. The Group implements the standard working-hour system and its
employees can enjoy the national statutory holidays according to laws, and
hence their rights to legitimate rest and leaves are firmly guaranteed.

The Group strictly complies with the requirements of the Law on the Protection
of Minors of the People 's Republic of China ( {HF#E A\ R ILATEI A B AR
#& %) ) and the Provisions on the Prohibition of Using Child Labor ( { &% (-
i 2 T#H17E) ), and expressly stipulates the minimum age of recruitment to
avoid the employment of minors under the age of 16. In addition, we will inspect
candidates' ID cards and other identification information during the interview to
ensure their ages are in line with our employment requirements. In 2021, there
was no incident concerning child labor or forced labor within the Group, and the
Group has not discovered any child labor or forced labor in the supplier either.
The Group strictly complies with the Social Insurance Law of the People 's Republic
of China ( {32 A R 4L 1B+ & fR B2 %) ), Regulations on Management
of Housing Provident Fund ( { {¥ 5 7~ F& < & # /% i) ) and other laws and
regulations, and implements local rules on social insurance and housing
provident funds to contribute to social insurance, medical insurance and housing
provident funds for all employees based on relevant regulations in order to
guarantee their legitimate rights and interests.

The Group provides staff members with remunerations and benefits that are
competitive in the market and launches evaluation of outstanding staff members
to commend excellent staff members, managers and departments, ensuring

capable staff members receive the recognition and reward from the Company
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for their contribution while they leverage their own value, which will enhance
the work enthusiasm of staff.

The Group cares for its staff and offers a variety of benefits, including birthday
and holiday gifts, marriage cash gifts, high-temperature subsidies during
summer, herbal tea and desserts, and travel fund for outstanding staff members.
The Group also carries out various employees activities. Since the pandemic
was serious in 2021, in order to guarantee the health and safety of the staff,
the gathering activities of staff were reduced as far as possible within the year.
In the second half of the year, when the pandemic was eased to some extent,
the speech contest, logistics cultural festival and other cultural activities were
carried out, which enriched the cultural life of staff.

The Group has set up a staff canteen to offer staff members free breakfast, lunch,
dinner and late night snacks, and provides non-local staff members with free
staff dormitories which are fully equipped with amenity features, providing its

staff with a comfortable work environment and harmonious living environment,

to enhance the sense of belonging among the staff.
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* Health and Safety

The Group strictly complies with the Law of the People 's Republic of China on
Prevention and Control of Occupational Diseases ( {3 A R A1 B34 %
[5ia1%) ), the Regulations on Work-Related Injury Insurance of the People 's
Republic of China ( {H##E A BHANE TAGLRBE%(I) ), the Fire Control Law
of the People 's Republic of China ( { F#E A R ILFIE G %) ) and other
laws and regulations, and takes various measures to safeguard the health and
safety of staff members in an active manner, so as to create a safe and healthy
work environment for the staff.

In order to protect the occupational health and safety of employees, the Group
purchases business accident and injury insurances for all employees, and the
insurance costs are fully paid by the Company. Regular physical examination
is organised to ensure that all employees at key GSP-related posts can meet the
corresponding requirements for health conditions. As a part of welfare policies,
a regular annual physical examination is also orgnaised for all employees.
Subsidies for sunstroke prevention and cooling are given to the workers who
work outdoors or under high temperatures in summer. Based on different labor
intensity, appropriate medications are also provided to prevent employees from
heat strokes.

The Group cares about the physical and mental health of its staff members
and encourages them to do more physical exercise in their spare time. It has
established staff activity rooms equipped with various fitness equipment, in a
bid to enrich their amateur cultural life and relieve their work pressure. The
labor hours and rest of employees is reasonably arranged according to labor
laws. The applications for overtime work shall be strictly managed to ensure
that suitable arrangements are made and prevent employees from over-fatigue.

In addition, overtime compensation is paid in full.
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The Group attaches great importance to improving the safety knowledge and
awareness of its staff through providing pre-employment training on fire safety
knowledge. The Group has formed a fire safety team responsible for the supervision,
management and inspection of fire safety work. Safety and fire drills are also in
place to improve the fire safety awareness among the staff. The Group has a well-
equipped security system with real-time monitoring of all areas of the Company
through closed-circuit systems and daily scheduled patrols to eliminate security
risks in a timely manner, ensuring normal operation and maintaining the safety
of the Group 's assets, the staff members and their assets . The employees in the
Company 's logistics system are trained on work safety to prevent any potential
risk and work accidents and ensure their health and safety. The training are regularly
organised in different teams and departments. Moreover, it is also essential to define
the standards of work safety for each post, put everyone in charge of work safety,
and sign a letter of commitment for work safety with employees. All logistics staff
are reasonably equipped with labor protection articles in accordance with relevant
provisions on labor protection and different requirements for their post. The use of
labor protection articles are supervised to rectify any possible problems in time.

The Group is committed to vehicle safety management. The Group has set up
the "Annual Safe Driving Award" to honour the outstanding drivers who have
no record of illegal driving or traffic accidents for the whole year and meet other
selection criteria, with a view of enhancing the responsibility of vehicle safety
management and improving the awareness of safe driving among drivers of the
logistics centres.

In the case of a safety accident, the Group will accompany the staff to seek
medical advice in the hospital in a timely manner, and handle the filing of work-
related injury and commercial insurances for the staff in the first instance, and
track the follow-up identification and application procedures of work-related
injury. After the issuance of identification results of work-related injury, an
application is made for relevant medical expenses for work-related injury. The
expenses which are not compensated by the work-related injury insurance and
commercial insurance are borne by the Company in full. During the period of
work-related injury, the number of days of vacation and rehabilitation advised
by the doctor is subject to the work-related injury treatment. After the staff
recovers, based on the will of the staff, the Group will arrange the staff to
engage in the original work or transfer the post and reduce the work burden for
the staff according to the actual situation.

Relevant departments will be instructed to analyse the accident cause and
responsibility in time. Besides, safety training will be organised periodically,
safe operational standards of different posts will be enhanced, the safety
responsibilities will be implemented level by level, and the hazard elimination
will be strengthened to reduce the occurrence of work-related injury accident. If
a serious accident occurred, the responsibility of the person responsible will be

held accountable.
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During the Reporting Period, COVID-19 has emerged and spread nationwide.
During the pandemic, the Group paid close attention to the staff 's health
condition, nucleic acid testing result, history of close contact, and history of
travel in the medium and high-risk regions; recorded the temperature of staff
daily (anyone whose temperature is higher than 37.3°C is not allowed to enter
the office); in spite of resource shortage, the Group distributed masks, anti-virus
oral liquid and other pandemic prevention materials to the staff, and disinfected
the office areas, sorted living and medical garbage, and disinfected the express
delivery to eliminate the contagious risk; and provided a safe and healthy
working environment for the staff.

From 2019 to 2021, there was no major violation against the laws and
regulations related to the employee health and safety in the Group. The
personnel with work-related injury were properly arranged and compensated.
There was no accident which led to the death or serious injury. Besides, there

was no staff claim due to such accident.

TEHH k:=Kiv4 2021 FHHR 2020 FEHR
Item Unit Data for 2021 Data for 2020
PENSGIERPN 4 (A 0 0
Number of people who died due to the work Number

T iz 7 5
Number of people who got injured due to the work Number

A AR TAE H TAEH

Number of days lost due to work related injuries Working days 124.00 45.00

I ARSI T H TAEH 17.71 9.00
Average number of days lost due to work related injuries Working days : .
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* Development and Training

Talents are the core competitiveness for the development of a corporation. The
Group promotes the management model of learning corporation, establishes
a sustainable system for talent cultivation and offers extensive training and
learning opportunities to support their continuous studies and improve their
overall quality and skills for their positions, realising the mutual development of
the staff and corporation.

During the Reporting Period, the Group strictly implemented the epidemic
prevention and control regulations and reduced the unnecessary gathering
trainings. The average hours of training for each employee are 4.59. The staff

training is divided as follows as per the employee class and gender:
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2021 4E#(#% Data for 2021 2020 4F#4% Data for 2020
JHH R a2 Bl H PRI R | HEI2 a2 B PRSI R
ltem Category B N AN N IN (e CRN )
Training Percentage of Average training Training Percentage of Average training
participants training participants | duration (Unit: hour) | participants training participants | duration (Unit: hour)
ERERAR
FIRICETE 4 0.48% 30.36 4 0.44% 55.25
Senior management
BT
% 4=
ke AL 132 15.77% 3.87 97 10.74% 9.77
Employee | Intermediate employees
Hierarchy
WHE T
.E@E 701 83.75% 4.58 802 88.82% 6.10
Ordinary employees
2021 4E ¥4 Data for 2021 2020 4E#4% Data for 2020
JHH R B2 b el FEEIRR | El2E s el SRR R
ftem Category IN N {34 (Bifr: ) | AW N {39 (Rfiz: /NES)
Training Percentage of Average training Training Percentage of Average training
participants training participants | duration (Unit: hour) | participants training participants | duration (Unit: hour)
B4 Man 476 56.87% 3.84 543 60.13% 5.92
PRI
Gender
%z Woman 361 43.13% 5.59 360 39.87% 7.91
w H B LERN u Training of New Employees
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In order to help new employees fully understand the corporate culture of the
Group and integrate themselves into the Group 's family as soon as possible, the
Group has established a training and management system for new employees, in
an effort to pay continuous attention to new employees during the probationary
period. Strengthening "communication and mutual assistance" among staff
members and fully implementing the mentor system are beneficial to conduct
business guidance and share experience, which will help new staff identify their
job duties, work tasks and goals. To this end, communication meetings for new
employees are organised on a monthly basis to understand their dynamics and

promote communications among them.

m Training of Management Trainees

To accommodate the needs of the Group 's strategy and operation, the Group recruits
and cultivates a group of talented university students with high potential through the
campus recruitment in accordance with the talent strategy and actual circumstances.
Through 1-2 years of training, the trainees will quickly become the "Star of the
Future" of Charmacy Pharmaceutical, becoming the young backbone and reserve

force supporting the Group 's strategy and business development.
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m Talent Team Building

The Group attaches great importance to training our own talents. In 2021, due to
the pandemic, on-site trainings were reduced in the first half of the year. Online
trainings were instead adopted. The key personnel in the Group selected to
attend the online outsourced training programs, for example, decision-making
training camp, and coach identification class, so as to constantly improve the
management capacity of management team. In the second half of the year,
as the pandemic was eased, Logistics Phase 1 & Phase 2 intensified training,
corporate internal trainer training and other internal training development
programs were carried out to select and train our talents to meet the needs of the
Charmacy Pharmaceutical 's development strategy, support the rapid and steady

development of Charmacy Pharmaceutical 's future business, and promote the

rapid growth of talents.
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Supply Chain Management

By adhering to the operation philosophy of "Operating with Honesty, Benefiting
the Public and Achieving Win- Win Outcome through Cooperation", the
Group attaches great importance to the supply chain management, and actively
maintains the cooperation with suppliers.

The Group 's product supply pipeline includes pharmaceutical manufacturers
and distributors. The Group selects the appropriate suppliers based on
comprehensive factors including its own purchasing scale, the supplier 's sales
policies including minimum sales, prices and sales discounts, payment method
and billing period. As of 31 December 2021, the Group had a total of 1,157

suppliers, of which 666 were pharmaceutical manufacturers and 491 were

distributors.
2021 #EE¥% Data for 2021 2020 £ ##% Data for 2020
JHH e hll
Ttem Category B Lt L85 kb
Quantity Proportion Quantity Proportion
e g HIE A5 B Proportion in Southern China 214 32.13% 219 32.35%
U T e HHNF A B Proportion in Eastern China 185 27.78% 190 28.07%
Pharmaceutical
manufacturers P g i A5 LE Proportion in Southwest China 84 12.61% 86 12.70%
HAth % Other regions 183 27.48% 182 26.88%
2021 4E#id% Data for 2021 2020 4E#¥% Data for 2020
HH Ll
ftem Category WR feitk e itk
Quantity Proportion Quantity Proportion
e g HbIE A5 H Proportion in Southern China 364 74.13% 346 74.41%
) 2 g 1l [% 5 L Proportion in Eastern China 68 13.85% 62 13.33%
Sy B L IE R
Distributors
FErP [ {5 Eb Proportion in Central China 20 4.07% 23 4.95%
HAthHh[# Other regions 39 7.94% 34 7.31%
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The Group complies strictly with the requirements of laws and regulations
including the Drug Administration Law of the People 's Republic of China
( CHPFE A R LN E 8 B BE) ), Good Supply Practice ("GSP") ( (2% /5
S RS B E) ), et. and it has established a strict qualification review
mechanism for suppliers to examine suppliers' qualification and conditions like
sales personnel, etc. When necessary, it will investigate customers on site to get a
detailed knowledge of their staff quality and production and operation condition
and to examine them specifically on their quality systems, validity and integrity
of quality control, sales staff, etc. The Group monitors and controls risks in the
course of operation, keeps an eye on the operational development of its suppliers,
and adopts prompt and appropriate measures to stop procurement activities when
we discover any abnormal conditions. The Group also conducts quality appraisal
of suppliers on an annual basis and determines whether to continue the business
relationship with suppliers based on the appraisal results.

When conducting procurement, the Group will sign the Pharmaceutical
Commodities Quality Assurance Agreement ( { & 847 & H 2 (R B ik E) )
with suppliers, requiring suppliers to be responsible for the quality of the
products they provide within the period of validity, and for all the resulting
losses. Any supplier who supplies counterfeit and inferior products is required
to bear all legal and economic responsibilities and indemnify the Group in full
against any resulting losses such as fines and damages.

The Group actively works with its partners to fulfill its corporate responsibility,
promote the sustainable development of the industry, and increases its
positive impact on the environment and society. In the event that some of
the pharmaceutical products are damaged by pressure or broken during the
transportation process, the Group would reject such products during our
inspection and communicate with the suppliers simultaneously. If breakage
report is needed, the Group would also take thorough and effective measures to
destroy the damaged pharmaceutical products, so as to prevent their circulation

and environmental pollution.
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Product Quality and Safety

Pharmaceutical products are related to the health of residents. The Group
always adheres to the principle of "Quality First", and is committed to providing
customers with quality products. In strict compliance with the Pharmaceutical
Administration Law of the PRC ( { H' #E A R 4t 1 & & & & H %)),
Implementation Regulations on the Law of the PRC on the Administration of
Pharmaceuticals ( {HF#E A\ RILFIERZE S HILEMiZH]) ), GSP, Measures
for the Supervisor and Administration of Circulation of Pharmaceuticals ( (%%
mh U B E BRI ) ) and other relevant laws and regulations, the Group
has developed a series of documents on quality management system, including
Quality Management System, Quality Management Procedures and Quality
Management Duties, all of which are principle-related regulations applicable
throughout the entire pharmaceutical operations, and strictly implemented
quality management operating procedures to ensure that the laws, regulations
and relevant standards are fully complied with during the pharmaceutical
operations. The Group conducts quality control and management in all
aspects of the products, and makes efforts in product quality assurance. The
Group has also, with the assistance of SAP information system, achieved
the standardisation of operation mode, and informationisation of the quality
management during the whole procedure according to the requirements of GSP
to ensure that risks are controllable in aspects of procurement, stock-in, storage,
stock-out, delivery of products and so on.

Product quality is the most important factor in the evaluation of procurement.
The Group imposes a strict control over product sourcing and establishes
a review mechanism for the first operation of products according to GSP.
For products purchased for the first time, the purchasing manager, product
management department, quality control department, quality assurance
personnel and other departments (positions) are required to conduct a rigorous
review on the price, purchase volume, product approval supporting documents
and qualifications. For products not purchased for the first time, the purchase
volume shall be determined based on the recent sales volume and safety
stock, and the validity period of the product approval supporting documents
and product quality shall be subjected to regular review. In the meantime, the
Group also conducts an annual quality review on procured products, adopts the
principle of "procurement based on premium quality", and determines whether
to continue to purchase the products according to the review results.

During the receipt of goods, the Group strictly follows the Operation Procedures
on Receipt of Pharmaceuticals ( { %% /i Y & # E #1 #2) ). Acceptance of the
goods will be conducted on a batch-by-batch basis according to the delivery
confirmation by cross-checking the accompanying list from the delivery party,
medicine inspection report and other documents. During the acceptance, sampling
and inspection on pharmaceutical products will be conducted on a batch-by-batch

basis according to the Operation Procedures on Acceptance of Pharmaceuticals
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( CEERERUIRIERIFE) ), and the appearance, packaging, labelling, instructions
and related supporting documents of the sampled pharmaceutical products shall
be examined individually. Pharmaceutical products with special management
requirements shall be inspected by two persons. Pharmaceutical products that are
substandard in quality inspection or inconsistent with the supporting documents
will be rejected and returned to suppliers.

The Group has established warehouses that are suitable for the classification
and storage of pharmaceutical products and meet the requirements for storage
of pharmaceutical products, and has in place facilities and equipment for
effective monitoring, regulation and control of temperature and humidity.
Pharmaceutical products in stock are stored in the corresponding warehouses in
strict accordance with GSP provisions. The pharmaceutical products are stored
based on their quality characteristic, and are regularly maintained.

During the outbound delivery and transportation of products, stringent review
and quality inspection shall be conducted on pharmaceutical products, and
pharmaceutical products with special management requirements will be
reviewed by two persons. At the same time, the quality of pharmaceutical
products during outbound delivery shall be tracked and recorded. Closed
vehicles are used for transportation of pharmaceutical products, and other
transportation facilities such as refrigerator cars, cool boxes or incubators for

pharmaceutical products are equipped with a special temperature control system

to ensure that the delivery of pharmaceutical products meets the requirements.
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m Quality Training

In order to improve the quality management of pharmaceutical products, the
Group attaches great importance to the trainings related to pharmaceutical
products quality management. Through the combination of internal training and
external training, employees are able to raise their awareness for quality and
increase their professional standard, which eventually strengthen the Group 's

ability on quality control and quality risk-prevention.

m Product Complaints Handling

The Group attaches great importance to the handling of complaints related
to product quality and has developed systems, such as Quality Incidents and
Complaints Management System ( B & % &, % #F & HE #Hl £) ) and
Drug Recalls Management System ( (%% 7 [F1 B HEH &) ), to regulate the
dealing procedures of quality incidents, complaints and recalls for drugs, in
order to enhance our service quality, ensure medication safety and improve
after-sales service system. The Group actively responds to quality enquiries
and complaints from customers. For quality issues found in quality inquiries,
complaints, spot checks and sales process, we will find out the causes, clarify
the responsibility, take effective measures and make proper records. Meanwhile,
if products voluntarily recalled by suppliers and problem products notified by
the drug regulatory authority of the recall, timely measures should be taken to
recover the drugs and make records, and report to the drug regulatory authority (if
necessary). In 2021, products that require recycling for safety and health reasons
accounted for 0.01% of operating income.

During the Reporting Period, the Group had received a total of 13 complaints
related to product quality which were all well-handled.

m Customers' Interests Protection

The Group has set up customer information management system to conduct
strict access management over customer information to ensure its safety. The
Group has also expressly stipulated in its Employee Code of Conduct ( { & T.AT
#35%) ) that the disclosure of Company 's confidential documents, customer
information and supplier information without the Company 's authorisation is
prohibited in order to ensure the safety of customer information. During the
Reporting Period, the Group has not been involved in any non-compliance

incident relating to the privacy of products and services provided.

m Advertising

Due to the business nature of the Group, the Group only conducts limited
publicity activities. Therefore, the business operations of the Group do not
involve advertising related matters.

We publish product brochures on our website and assign our operations
supervisors to pre-review marketing materials prior to publication to ensure
that they meet regulatory requirements and that the information received by our

customers is correct.
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Anti-corruption Measures

The Group strictly complies with laws and regulations on the prevention of bribery,
extortion, fraud and money laundering including the Criminal Law of the People 's
Republic of China ( {13 A\ RALAIEIAITE) ), the Ant-unfair Competition Law
of the People 's Republic of China ( -3\ RILFIER A EEBETE) ), the
Interim Provisions on the Prohibition of Commercial Bribery ( € B8 i3 22 11 7 3£
HEHE AT A B 1THIE) ) and the Anti-Money Laundering Law of the People 's
Republic of China ( HF#E A\ RIEFER RPEEIE) ).

The Group has formulated systems such as the Administrative Rules on Clean
Practices ( B % P E) ), the Administrative Measures on Internal and
External Complaints ( Y4 % B ##7%) ) and the Administrative Rules
on Gifts ( {8 fE M E) ), requesting all employees to sign the Letter of
Commitment to Clean Practices ( (B2 =) ), which aim at regulating the
behaviors of its employees, promoting the self-discipline and law-abiding and
clean practices among its employees, as well as eliminating the occurrence of
various irregular and corrupted behaviors in the course of work or business.

The Group has set up a variety of complaints and reporting channels such as
hotlines, complaint boxes, instant messaging and emails to receive complaints
or reports about illegal behaviors of employees from its partners and internal
sources. After receiving complaints or reports, the relevant department collects
information and evidence on the issue to have a full understanding of the entire
process of the issue, and strives to get the facts of the complaints clear and
finally raises its suggestions of treatment based on the investigation results.
During the Reporting Period, the Group provided anti-corruption training
to directors and all staff, through the promotion of the system of integrity
management or the provision of anti-corruption training materials.The Group
was not aware of any incident in relation to the bribery, extortion, fraud and
money laundering by the Company and its staff, nor had any corruption lawsuits

filed against the Group or its employees.

Intellectual Property Protection

The Group strictly abides by the Trademark Law of the People's Republic
of China, Patent Law of the People's Republic of China and other laws and
regulations related to intellectual property protection. During the Reporting
Period, there was no violation of relevant laws and regulations. The Group
respects intellectual property rights conducts commercial publicity in accordance
with the law, and strictly prevents infringement of intellectual property rights
and illegal publicity through effective methods such as improving management

and control and safeguarding the organizational system.

With regard to the protection of its intellectual property rights, the Company
actively promotes the application, renewal, license management and

maintenance of trademarks to protect its own intellectual property rights.
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Social Welfare

The sustainable development of a corporation would not be possible without the
support from the society. While being committed to its own sound development,
the Group also shoulders corporate social responsibility proactively. The Group
attaches great importance to its relationship with the community by actively
participating in community construction and charitable undertakings and serving
for community development, and make social contribution with concrete
action. For the year ended 31 December 2021, the Company and its subsidiaries
actively participated in charity and public welfare undertakings, and contributed

money and materials amounting to RMB0.07 million to the society.

The Group has actively fulfilled its social responsibility and received positive
social benefits. In October 2021, Shantou Pharmaceutical Chamber of
Commerce awarded the Group an award for positive contribution to the fight
against the epidemic. This is not only the full recognition from the medical
industry for the contribution the Group has made in the fight against the
COVID-19 pandemic, but also a positive affirmation of how the Group put the

responsibility of a medical company into practice.

m Love and Care before Spring Festival

On the eve of the Spring Festival in 2021, Charmacy Pharmaceutical visited
Rulong area in Longxiang neighbourhood in Longhu District of Shantou City.
The Company offered impoverished households and the elderly consolation
money and engaged in conversations with them to learn more about their
living conditions. By extending its greetings and good wishes before the
Spring Festival, the Company offered them care, love and warmth. Charmacy

Pharmaceutical organises the charitable event each year.
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m Party Vanguard Celebrated Chinese Communist Party's 100th Founding
Anniversary

On the eve of 1 July 2021, the “Building a Civilised City” volunteer team
of Charmacy Pharmaceutical's Party Branch visited Rulong Revolution Tree
Square and staged an event for building a civilised city and promoting the
patriotic public-health campaign. The team meticulously cleared streets, ditches
and every nook and cranny of rubbish and clutter. It helped keep the city clean
and tidy while celebrating the 100th anniversary of the foundation of the

Chinese Communist Party.

m Caring for Sanitation Workers and Patrolling River for Public Good

In early July in 2021, People's Congress Work Committee of Longxiang
Neighbourhood in Longhu District of Shantou City and Charmacy
Pharmaceutical launched an event that saw the donation of pandemic-
prevention materials and heat-alleviation medicine as well as the patrolling of
the river to protect the drinking-water source. Yao Chuanglong, representative
at Guangdong Province's 13th People's Congress and chairman of Charmacy
Pharmaceutical, offered front-line sanitation workers daily pandemic-prevention
items, including heat-alleviating medicine, sanitisers and medical masks, and
heat-alleviating items, such as mineral water, herbal tea and herbal essence.
The sanitation workers toiling in the sweltering heat felt fully the Company's
heart-warming care. The earnest care, the sincere words and the practical care
package made sure the workers thoroughly appreciated the interest and care

from the government, businesses and all social sectors.
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Following the donation, Chairman Yao also joined the river-patrolling event,

“Clear River Han, Beautiful Longxiang” , and thoroughly inspected the
ecological environment surrounding the Xinjin River. He also personally
examined the water quality, water environment and the daily maintenance of the
river and objectively analysed the issues related river regulation. He then put
forward measures and suggestions for improvement and called for the public to

3 . 9 . .
protect Shantou's ~mother river and ensure a habitable environment.
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m Charmacy's Care Medical Kits Help Dreams Take off

In late August and early September in 2021, Charmacy Pharmaceutical joined
hands with other major companies to launch a give-back event known as “Wishes
and Gifts from Charmacy for Exam Success” . The Company offered care
medical kits and good wishes to end customers' and employees' children sitting
for the university entrance examination, so they could begin university with
good health. The event also empowered them to fulfil their dreams and enjoy
life. Upon its launch, the event was well received and widely appreciated among

the Company's clients.

m Love-filled Mid-Autumn Festival for Elderly

A heart-warming Mid-Autumn Festival under the full moon. On the eve of
the Mid-Autumn Festival in 2021, the Group joined hands with Rulong area
in Longxiang neighbourhood in Longhu District of Shantou City to offer
impoverished households and the elderly consolation money, oil, rice, moon
cake, commodities and daily medicine. Sincerest holiday greetings were
extended, as the Group enquired in detail about their health and living conditions
while reminding them to take care of themselves. Charmacy Pharmaceutical's
sincere interest and good wishes made the elderly felt fully the heart-warming

care from the Communist Party, government and a charitable business.
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* Environmental

Al. Emissions

A2. Use of Resources

A3. The Environment and Natural Resources
A4. Climate Change

* Social

B1. Employment

B2. Health and Safety

B3. Development and Training
B4. Labor Standards

BS5. Supply Chain Management
B6. Product Responsibility

B7. Anti-corruption

BS8. Community Investment
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JeE i — AR FH ik
Aspect General Disclosure Chapter Remarks
B
Environmental
ARBE SR A 2 SR, AR RS . A A e BR S A SRR
AL: HERP M5 T ) T KRB SRR EORY HER)
Al: Emissions Information on the policies; and compliance with relevant laws and regulations that have a significant impact on the issuer, Emissions
relating to air and greenhouse gas emissions, discharges into water and land, and generation of hazardous and non-hazardous waste.
A2: ERIEH BREEHER (CHEREIRE, K AEAMEM R FIBOR B EH]

A2: Use of Resources

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

Use of Resources

A3: RN KRG
A3: The Environment and
Natural Resources

IR T N B BRI S R IR IS R R BB

Policies on minimising the issuer's significant impact on the environment and natural resources.

B IR

Use of Resources

A4, RpsE(t

A BRI SR e 3 2 R A BOR

[ s

A4.Climate Change Policies on addressing the major risks of climate change Tackling climate change
N
Social
BRH R, RIS T, TR (R PEEE. Zoofh. SRS DA AR I8 S AR R BOHR BTN
B1: Gl JACSE L SN (PN Z e R RO P

B1: Employment

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

Staff Overview
Compliant Employment and Staff Welfare

A BRI 4 TPEBR I e PR s S IR M e T AIBOR My 384T A B B RRTR M I A R

. ﬂ‘ﬁj—‘—r Eﬁi%
B2: L7 Information on the policies; and compliance with relevant laws and regulations that have a significant impact on the issuer, fiees 2 4
B2: Health and Safety . Ly . . X . Health and Safety
relating to providing a safe working environment and protecting employees from occupational hazards.
B3: A BRI BIEAT TR AR M BRERBUR, SR RS B, B N

B3: Development and Training

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

Development and Training

B4: 53 THEH
B4: Labor Standards

ARG L3 T asRib 5 TIVBGR; M8 T A BB BIR A SR B E R,
Information on the policies; and compliance with relevant laws and regulations that have a significant impact on the issuer,
relating to preventing child and forced labor.

ARHERE RS TAER
Compliant Employment and Staff Welfare

BS: fLEsEER
B5: Supply Chain Management

P IS A BRI A B R PRI

Policies on managing environmental and social risks of the supply chain.

ArpEsEis A
Supply Chain Management

B6: EMEME
B6: Product Responsibility

AR L E RIS IR i 2 A, B, R AR DA AR T IR B
S-S LSRN N7 SL L PR E IS v e

Information on the policies; and compliance with relevant laws and regulations that have a significant impact on the issuer,

relating to the health and safety, advertising, labelling and privacy matters of products and services provided and methods of redress.

E i L BT
Product Quality and Safety

FEfZ B, SRR
NI FH TR A S I S T i

Advertising and labelling of the products are

not applicable to the business scope of the Group

B7: RE5

B7: Anti-corruption

AEAPT ARG, B, EF VRSB, SoE BT NG B B A HBIE B SR G KL
Information on the policies; and compliance with relevant laws and regulations that have a significant impact on the issuer,
relating to bribery, extortion, fraud and money laundering.

RRR R

Anti-corruption Measures

BS: tHE%E

B8: Community Investment

6 I DA [ 2 B AR AR A2 S T ok Lt e A e RS G Bl & 25 e [ R 2 O B
Policies on community engagement to understand the needs of the communities where the issuer operates and
to ensure its activities take into consideration of the communities' interests.

N
Social Welfare
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