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This report is the seventh environmental, social and governance report (the
“Report”) published by Sihuan Pharmaceutical Holdings Group Ltd. and its
subsidiaries (collectively referred to as “Sihuan Pharmaceutical”, the “Group”
or “We"). It comprehensively explains the practice performance of Sihuan
Pharmaceutical in environmental, social and governance matters in 2022.

The Report is an annual report. This annual report was approved by the board of
directors (the “Board”) on 24 March 2023.

The Report covers the achievements of the Group in the performance of
environmental and social responsibilities during the period from 1 January 2022
to 31 December 2022 (the “Year”). The Report covers the headquarters of
Sihuan Pharmaceutical and its 11 affiliated production enterprises, 2 research and
development (“R&D") institutions and 3 marketing centers'. The Report covers all
business units where we had operational control or which have significant impact
on environmental, social and governance aspects. The content of the Report also
focuses on the major sustainable development areas which have the most significant
economic, environmental and social impacts, and the areas where our stakeholders
are most concerned about.

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

1 Production enterprises: Beijing Sihuan Pharmaceutical Co., Ltd. (“Beijing Sihuan”),
Benxi Hengkang Pharmaceutical Co., Ltd. (“Benxi Hengkang”), Jilin Zhen'ao
Pharmaceutical Co., Ltd. (“Jilin Zhen'ao"), Jilin Sichang Pharmaceutical Co., Ltd.
("Jilin Sichang”), Jilin Sihuan Pharmaceutical Co., Ltd. (“Jilin Sihuan”), Jilin Jinsheng
Pharmaceutical Co., Ltd. (“Jilin Jinsheng”), Changchun Xiangtong Pharmaceutical Co.,
Ltd. (“Changchun Xiangtong”), Jilin Sihuan Aokang Pharmaceutical Co., Ltd. (“Jisi
Aokang”), Ambest Pharmaceutical Co., Ltd. (“Ambest Pharmaceutical”), Jilin Huikang
Pharmaceutical Co., Ltd. (“Jilin Huikang”), and Jilin Huisheng Biological Pharmaceutical
Co., Ltd. (“Jilin Huisheng"). Compared with the previous year, Jilin Shengtong Chemical
Co., Ltd. was excluded during the Year, as the Group no longer had control over its
operation.

R&D institutes: Beijing Ao He Research Institute Co., Ltd. (“Beijing Ao He Research
Institute”) and Shandong Xuanzhu Pharma Co., Ltd. (“Shandong Xuanzhu").

Marketing centers: Polaris Marketing Center (“Polaris Marketing”), Jinsheng
Marketing Center (“Jinsheng Marketing”) and Shenzhen Sihuan Pharmaceutical Co.,
Ltd. (“Shenzhen Sihuan”). Due to structural adjustment, Beijing Sihuan Marketing
Center and Jilin Sihuan Marketing Center in the previous year were integrated as Polaris
Marketing during the Year in the range of environmental data, and businesses of Ambest
Pharmaceutical Marketing Center were integrated into that of Jinsheng Marketing.
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The Report should cover the institution’s prominent
impact on the economy, environment and society, or
such scopes that substantively influence stakeholders’
assessment and decisions.
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The key performance indicators (“KPIs"”) on historical data
in the Report must be measurable to evaluate and verify
performance. Quantitative information is accompanied by
a narrative, explaining its purpose and impacts, and giving
comparative data where appropriate.
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The reporting information should reflect the positivity and
negativity of the reporting institution’s performance so as
to evaluate the overall performance reasonably.
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The Report should disclose information in a consistent way
so that stakeholders can analyze and assess the institution’s
performance at different times. The institution should
explain any changes in methods.

The Report is disclosed based on the principles of “Materiality”,
“Balance” and “Consistency”

The Report was prepared by steps of peer benchmarking, stakeholders survey,
analysis of material issues, information collection, information review, report
preparation, review by the Risk Management Committee, approval by the Board,

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

“Quantitative”,
in the ESG Reporting Guide, and responds to the

above principles during the preparation process to ensure that the Report presents
clear, quantifiable and comparative information on the environmental, social and
governance issues of concern to stakeholders.
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Identifying current material issues through considering
the Group's development strategy, industry and business
conditions, and communicating with stakeholders.
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The Group has made quantitative disclosures on KPIs'
information of the Year, compared with the performance
of the last year, and provided textual explanations so
that stakeholders can clearly understand the overall
performance of the Group.

R EFRMAREEN TERRLATEE BB - W
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The Report elaborates the Group’s achievements and
challenges and discloses relevant quantitative information
for reasonable analysis and comparison.
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The Group has compared its current and previous KPls and
information for different categories to enable stakeholders
to compare their performance on a year-on-year basis.
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Roadshow China and its brand “Excellence IR”
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The Group is fully aware of the importance of fulfilling corporate social responsibility
and regards it as an important cornerstone for its sustainable development.
Adhering to the corporate vision of “becoming a competitive international
pharmaceutical company” and the corporate mission of “innovation for human
health”, we have integrated the concept of sustainable development into the
Group's strategic planning and business operations. While continuously promoting
our own high-quality development, we actively fulfilled our social and corporate
responsibilities to contribute to the sustainable development of the industry and the
society.

The Group continuously strengthened its ESG governance capabilities, reviewed
and enhanced its ESG performance in a responsible manner, and implemented the
concept of sustainable development through practical actions. Guided by the United
Nations Sustainable Development Goals (“SDGs"”), we have been exploring the
Group's sustainable development path by taking into account the demands of our
stakeholders and our own business characteristics.

Based on our business development, we analyzed the correlation with SDGs from the
perspectives of product, environment, community and people, and the responsible
measures the Group has taken. We will continue to leverage our technological and
product strengths in our industry to contribute to the global goal in 2030.
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Responsible fields

BERIE S AREES

Responsible Governance, Sustainable Operation

Product

lmusm INNOVATION 12 RESPONSIBLE
AIIII INFRASTRUCTURE CONSUMPTION

Environment

CLIMATE
ACTION

| o I8

RESPONSIBLE
CONSUMPTION
ANDPRODUCTION

Responsible measures

GOOD HEALTH
ANDWELL-BEING

PEAGE, JUSTICE

ANDSTRONG

INSTITUTIONS
W

DEGENT WORK AND 1
ECONOMIC GROWTH

RESPONSIBLE 1
CONSUMPTION
/ANDPRODUCTION

GOODHEALTH

4 BESE
AND WELL-BEING

Responding to

ESG management goals SDGs

Fostering
Innovation in
Science and
Technology for
a Healthy Future

Facilitating R&D and innovation
to promote inclusive health
care

Continuing to increase
investment in R&D

Upgrading the product R&D
system

Promoting research in key drug
areas

Optimizing product quality
control system to ensure the
safety of drug use

Continuously increase innovation and R&D
investment, continue to provide quality and
accessible products, strictly comply with quality
control regulations and carry out quality control
throughout the life cycle to ensure the safety
of product use and create maximum value for
customers.

GOOD HEALTH
AND WELL-BEING

s

Good health and
well-being

INDUSTRY, INNOVATION
ANDINFRASTRUCTURE

o

Industry, innovation
and infrastructure

12 RESPONSIBLE
CONSUMPTION
ANDPRODUCTION

QO

Responsible
consumption and
production

Making Progress
Together with
Responsibility to
Promote Win-win
Cooperation

Strengthening supplier
management system and
implementing classification
management

Enhancing communication with
suppliers

Creating a green and
sustainable supply chain

Continuously strengthen supplier management, 12 vousaie
focus on ESG risks in the supply chain, and work ANDPRODUCTION
with suppliers to build a green and sustainable

business ecosystem.

QO

Responsible
consumption and
production
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Ensuring
Safety and
Pursuing Green
Development

Empowering
Talents and
Shaping a
Brighter Future

Enhancing
Compliance
Governance

and Upholding
Integrity

Devoting to
Social Public

Welfare for a
Happy Life
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Improving the energy and
resource use efficiency
Strengthening the
management of three wastes to
reduce the adverse impact on
the environment

Launching lean production
projects to explore the
potential of carbon emission
reduction

Perfecting the emergency
response mechanism for
extreme weather

Strengthening talent
development and training
management

Establishing a comprehensive
compensation and benefit
system

Creating a diversified and
inclusive workplace
Strengthening employee health
and safety management

Establishing internal
supervision mechanism and
integrity system

Continuously carrying out
training on business ethics and
anti-corruption

Providing a more effective
mechanism for stakeholder
communication

Continuing to support rural
revitalization

Contributing to community
development

Establishing the foundation for
educational development
Facilitating the construction of
school infrastructure

Strengthen work safety management,
continuously optimize the environmental
management system, improve resource
utilization efficiency, reduce pollution and
emissions, and actively respond to the national
“carbon peak” and “carbon neutrality” goal to
help combat global climate change.

Uphold the people-oriented concept, cultivate
employees through a perfect talent development
system, and strengthen management in terms of
employee welfare, employee health and safety,
and employee rights and interests to enhance
employees’ sense of belonging and realize the
common development of employees and the
enterprise.

Further uphold integrity and enhance integrity
management through measures such as internal
supervision mechanism and compliance training
to ensure compliant operation.

Continue to participate in social philanthropy
undertakings and actively fulfil our mission to
contribute to the community development.

ESG Governance Structure

g

QO

Responsible
consumption and
production

1 CLIMATE

ACTION

& 4

Climate action

GOOD HEALTH
AND WELL-BEING

o

Good health and
well-being

DECENT WORK AND
ECONOMIC GROWTH

Decent work and
economic growth

INSTITUTIONS

Y,

Peace, justice and
strong institutions

NO
POVERTY

it

No poverty

The Group integrates ESG into its development strategy and continues to improve
its ESG governance structure and operation mechanism. In accordance with the
“ESG Management Measures of Sihuan Pharmaceutical”, we established a three-
tier ESG governance structure with the Board as the highest decision-making
level, which clarifies various ESG work affairs and management responsibilities,
effectively promotes all departments to participate in ESG work, thereby realizing the
institutionalized, standardized and professional management of ESG work.
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Responsible Governance, Sustainable Operation

The specific roles and responsibilities of the ESG governance structure of the Group are as follows:

The Board ................................

® Supervise ESG matters of the Group
® Assess ESG-related risks
® Review the ESG report

R'Sk Management Commlttee ..............................

* Review ESG strategies, policies,
guidelines and procedures

 |dentify key ESG risks and assess material
issues

® Assist the Board in supervising the
implementation of ESG work

ESG Worklng Team ................................

* Implement ESG policies and initiatives

* Arrange the work of ESG data collection
and statistics

* Report the progress to the Risk
Management Committee regularly

Team Leader

eCarry out ESG work, and hold meetings
eEvaluate the implementation of ESG work

Enterprise Value
Management Center

Departments and subsidiaries

e Strictly implement the policies regarding ESG

* Support the work of collecting, counting, reporting and archiving ESG data and
materials

* Implement the routine data collection mechanism

Audit Control Center Human Resources Center

R g RE A WS ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2022 11
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The Group attaches great importance to ESG management, and integrates
the concepts of green and low-carbon development, employee care and social
contribution with the corporate operation strategy, so as to effectively fulfil
corporate social responsibility, continuously promote sustainable development
management, and assist achieving the national goals of “carbon peak” and “carbon
neutrality”.

We continue to practice the concept of ESG governance and implement ESG
management through a science-based and effective ESG governance framework.
Meanwhile, in order to ensure the orderly implementation of ESG work, we continue
to carry out ESG performance appraisal for each subsidiary by establishing an ESG
performance appraisal mechanism. We also incorporate ESG management into the
annual appraisal of the person in charge, in a bid to supervise the implementation
of the ESG work. The ESG Working Team comprehensively assesses the accuracy,
completeness and timeliness of the data and materials submitted by each subsidiary,
evaluates the relevant work of the department and person in charge of providing
data, and includes the evaluation results into the quarterly and annual performance
appraisal.

In addition, we continue to optimize the ESG management procedures, strengthen
regular ESG management, implement the regular data and information collection
mechanism, and check the accuracy of ESG data and information to ensure the
quality of ESG data and information disclosure.

Looking ahead, we will accelerate the implementation of the strategy of “medical
aesthetics + innovative drugs” driven by innovation and R&D, with an aim to realize
the strategic goal of being a leading medical aesthetics and biopharmaceutical
company in China. Also, we will continue to fulfill our corporate social and
environmental responsibilities, build up our innovation capabilities, and continue to
deliver quality and accessible products through quality control in the product life
cycle. We will strive to meet the expectations of all stakeholders and work together
to contribute to the SDGs.
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MzsHEE 7 28R
Stakeholders Engagement

1. COMMUNICATION WITH STAKEHOLDERS

The Group attaches great importance to the communication with stakeholders
and is fully aware that the sustainable development of the enterprise cannot be
achieved without the support of all stakeholders. We actively understand their
focus and opinions on ESG issues through regular interviews, emails, phone
calls and seminars, and respond to their needs and expectations in order to
continuously enhance the sustainable development of the Group.

M= ERBA S BERE BEEELN
Stakeholders Issues of concern Ways of communication and response
BIRSE BPREER
,—E‘ Compliance Observing laws and regulations
LREBKT fEBRE

(1]

Corporate governance level

Information disclosure

B EERE s Ny
/ S FF T AE R BlERER S
Government/regulatory Supporting the local econom Creating job opportunities
departments pporting y g job opp
e Operating performance General meeting
BEARKE EFHARBERERKE
Legal operation Daily information disclosure of listed companies
RIEH TEENE B
BRBREE Anti-corruption Improving internal policies
Shareholders/investors ApsE oo 2 i Es 2
Risk management Improving internal control system
BYrEEE REEREEHET D
Drug safety and quality Ensuring product quality and safety
(:)Y) BHEE HEZFHEEAS
A Service quality Conducting customer satisfaction surveys
Q T ERERE B3R A ARG
BE /DS Intellectual property protection Addressing inquiries and complaints
Customers/distributors A TEE B

Responsible marketing

Improving information exchange mechanism

EF 5 B mEAL IR

Customer information and privacy protection

BITRFERERZ
Performing the customer confidentiality agreement
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Internal employees
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Suppliers/partners
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Industry associations
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HEAR

Community and the public

BERERELS
Occupational health and safety
R R T
Protection of rights and interests
BTHEIHE
Staff training and education
& THr B etz Al
Employee compensation and benefits
M=
Integrity and win-win
IRFRIEER
Complying with business ethics
ZEREBEEM
Safe and quality products

HEEHERREE

Sustainable development management of the

supply chain

BEYRA R BRI
Drug R&D and innovation

FTEE fR%:
Combating against counterfeit medicines
HEITEER
Promotion of industry development
/N
Community charity

HERREE
Care for public health

GEE RS

Promotion of local employment

BRRE2RE
Routine safety inspection
RERFRE
Establishing complaint channels
R R
Providing skills training
ZLE ITER
Diversified employee benefits
EEHEG
Review and evaluation
H®BEED
Daily communication and visits
RigEst
On-site audit
TEEEHERE
Establishment of the responsibility supply chain

ZHETEEABE R
Participation in meetings organized by industry
associations
FERBRITABRIRES
Holding peer experience exchange meetings
HEAMEIEER &1F
Cooperation of R&D project
FR A aa)a B
Participation in charitable activities
ERABE X
Health knowledge popularization

SR H
Participation in community co-construction
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2. MATERIALITY ASSESSMENT

In 2022, based on the industrial characteristics and the actual operation
situation of the Group, we communicate with stakeholders to identify material
ESG issues with reference to the requirements of the ESG Reporting Guide.
The Group also took the results of the materiality analysis as a reference for
reporting information disclosure and subsequent ESG management target

MR ME R 2 8

Stakeholders Engagement

setting in the Year.

We determine material issues through the following four steps:

01

AR
Identification of issues

02

B
Survey of issues

03
HEREHE T

Prioritization of issues

04

EREEE
Review and disclosure

) %J‘E%?%ESG%E%IE@
2 ESGHE %Ix/\ W4 &
EEXBERER HE—F
EEE] ;%%;%k%ll EREITE
A BMRAFEENERMZEE
g °

Taking into account the ESG
management priorities of
the industry and the Group’s
business development, the
Group revises the identification
results of material issues in the
previous year with reference
to the requirements of ESG
Reporting Guide, and confirms
the material issues database of
the Year.

BEE & N ARRE T LB Ba Y
K2 EBH - THE M ﬁﬁﬂ
DREIEH  AMEREER

BREEE - AFE L -
B BFRBUTE -
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Stakeholders, including the
senior management, internal
employees, suppliers, customers
and government departments,
are invited to participate in
the survey in the form of
questionnaires to understand
their key concerns.

RBESNE NSRBI NER
MM EBNEEEMERE
HERETERHT -

We prioritize the material issues
based on two dimensions, materiality
to external stakeholders and to
business.

FEESRERBEHEEME

NP ETTERZ - REBEER

MEENEER  BEARSE

MBS RENFEHE
SR o

The senior management of the
Group reviews the material
issues and the prioritization.
Based on the results of the
material issue evaluation, the
key points of the Report are
determined and the material
issue matrix for the Year is
compiled.
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The following are the materiality assessment results of 2022:

e
i HEBHEEM =
Low Materiality to business High
@ =HHE @ EEEEH O zERE @ LEHE
Environment Employment Operation Community
category category category category

IRE TR EEAFR A E SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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Environment
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Employment

10

1

12

13

14

15

16

17

18

Mzas B 5 2
Stakeholders Engagement

EREE

Air pollutant management

SKRBREESRIER

Wastewater treatment and legal discharge

=R AR

Greenhouse gas (“GHG") emission

RARE LR BLE

Mitigation of and adaption to climate change

BERRNER

Hazardous waste management

BEREE IR
Management of energy consumption

IKE R R B AR e
Use of water resources and water-saving measures
BREE
Clean production

CE=REN

Green office

BMEEERMRIRE
Reasonable use of packaging materials and reduction of waste

REEN Y R

Protection of animal rights

Hr B ER 7B T
Compensation and benefits

ETHEHERE

Protection of employee rights and interests

Zlb TSRS
Diversity and equal opportunities

AT 4 B2 [ S R

Talents attraction and team building

BEREREZE
Occupational health and safety

BTHIIERRES

Staff training and development opportunities

BEARIER
Compliance with labor legislation and regulations
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s e
Supplier management
20 HEERE Rt e RREE
Environmental and social risk control of the supply chain
o EmREHEES
Product safety and quality
22 T Es K Al
R&D and innovation
23 REMBERE
r Protection of intellectual property rights
Operation BB
24
Responsible marketing
25 EFRBRE
Quality of customer service
B BRERREHEMRE
Customer information security and privacy protection
27 RIBHENEZERE
Anti-corruption and internal control management
28 BRRIEIREE
Integrity training and publicity
29 B 28R AR
Community involvement and charitable activities
HE 6 GEb S
Community Promotion of local employment
31 FAE R EER
Care for community health
* AR EE R E R @ Issues in bold are material

HERZZT——F  ZEZ_FXEERIHNB Compared with 2021, the Group'’s internal and external stakeholders still regarded
FRBEATRARERLTERES  RERKHE product safety and quality, anti-corruption and internal control management,
NEEE - BEEEH TFPRERE - 8T responsible marketing, quality of customer service, protection of employee rights
EHRE BERRELSEER/NEEEA and interests and occupational health and safety as material issues of the Group in
REZRRTEANEEEE - WNRHBEEERE terms of sustainable development in 2022. More attention was paid to hazardous
MER  REMNZBEE  SKEBESHHE waste management, protection of intellectual property rights, wastewater treatment
W BIBIREREEZETNMEE - AE and legal discharge and staff training and development opportunities. The
EREEEHRZORBETERERE B Group will elaborate on the core issues in the following sections as a response to
5] f& & M 2 AR A 7 O BT BREA AT - stakeholders’ concerns and expectations.
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RIFBE - BERR
FOSTERING INNOVATION IN SCIENCE AND
TECHNOLOGY FOR A HEALTHY FUTURE

PUIRBE BEAR A SR [RITRIS I ASRIZ R I - BUIRm R B & MARRBIMEBRR K - HERMEETRNAFER - HIPUEIH
MBEABHEEER  BRRABLREG  FECTZECWERR  UTHSFEEREEEE  BEeRBKT  BHERUSESNER
HRTS  EETHEENEFNREFEET  RARBEREEM  AEETETHEBMEENE -

Undertaking the corporate mission of “innovation for human health”, Sihuan Pharmaceutical is devoted to satisfying patients’ clinical
demands, and constantly providing accessible high-quality innovative products. We have been stimulating the enterprise development
through innovation and R&D strength, actively investing in equipment, constantly improving the product R&D system, consolidating the
product quality management, improving services, providing high-quality products and services, and protecting the health of patients and
customers, with an aim of safeguarding the public health and contributing to the Healthy China initiative.

ESG &N ESG performance

5 REMTPEF I ERERETFEE 5 products won the bid of the seventh batch of national centralized drug procurement
2R RERFHL 520+1F 520+ globally authorized patents

P E & 1,1961F 1,196 trademarks were granted approval for registration

HE [=€RARFEE#ET - B(LEP The “Principles for Three and Seven Days"” were formulated as the complaint handling

AR7 mechanism to optimize customer service
HERXEMEBLLER  REZFPER Promoting the optimization of computer room in Zhangjiawan to ensure customer
e information security

A B %R B IR(SDG) & &
Response to SDGs

3 Gnsan A 12 sxewn

MEE

GOOD HEALTH INDUSTRY, INNOVATION

1 RESPONSIBLE
AND WELL-BEING ANDINFRASTRUCTURE

CONSUMPTION
ANDPRODUCTION
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The Group is well aware that innovation and R&D are its core competitiveness.
In 2022, we promoted the two-wheel drive strategy of “medical aesthetics
+ innovative drugs”, continued to invest in R&D funds, improved supporting
facilities, and constantly improved product R&D system, in order to build a
leading medical aesthetics and biopharmaceutical company in China.

Innovation and R&D

Remaining true to its original aspiration, Sihuan Pharmaceutical has continued
to conduct R&D of innovative drugs, and satisfy the health demands of
patients, with an aim of building a leading biopharmaceutical company in
China. In 2022, we fully implemented the two-wheel drive strategy, continued
to promote business transformation and development and accelerated
the development and research in drugs for diabetes, cardiovascular and
cerebrovascular, digestive, tumor diseases:

3 In 2022, MeiYan Konglian, a medical aesthetic platform of the Group,
successfully promoted the upgrading and development of 2.0 version
for marketing and sales, and continued to build its medical aesthetic
product matrix. In addition to registering and launching a number of
products, it successfully introduced a wide range of overseas mid-to-
high-end medical aesthetic products to expand the product pipeline,
while also completed the establishment of three high-efficiency and low-
cost production bases with a total area of 16,000 square meters and 10
production lines.
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o Xuanzhu Biopharm focuses on major diseases such as digestion, tumor
and nonalcoholic steatohepatitis (NASH). It has set up two R&D systems
for small-molecule and macro-molecule bio-drugs which has jointly
promoted the innovative development of Xuanzhu Biopharm. Xuanzhu
Biopharm's product pipeline is mainly driven by independent R&D and
supplemented by introduction. It has more than 20 innovative drugs
under development in aspect of product pipeline. Moreover, it has made
a comprehensive development for the main targets of breast cancer, and
is one of the companies with the most comprehensive layout in the breast
cancer track in China.

o Jilin Huisheng specialized in diabetes and complications and realized
the full product coverage in the field. During the Year, Jilin Huisheng
successfully further achieved the strategic goal of building a
biopharmaceutical leader in the field of diabetes and complications with a
full product matrix coverage. During the Year, the marketing applications
for 9 drugs (including 7 glucose-lowering drugs and 2 complication
drugs) of Jilin Huisheng have been accepted.

With the concerted efforts of all employees, the key R&D projects of Sihuan
Pharmaceutical achieved smooth progress in 2022. The applications for the
production registration of four active pharmaceutical ingredients (“API")
and seven formulations, and the supplementary research of the registered
products of six APls and seven formulations were completed, and the
manufacture approval of six APIs and five formulations were obtained. Among
them, Ticagrelor Tablets, as a cardiovascular drug, can reduce the risk of
cardiovascular death and myocardial infarction and effectively protect the
health of patients. Tenofovir Alafenamide Fumarate Tablets are used to treat
chronic hepatitis B with high antiviral efficacy, low drug resistance rate and less
adverse impact on pregnancy. The medicine can also reduce the renal injury
and decrease in bone mineral density with obvious targeting effects, higher
accuracy and better efficacy. Omeprazole Sodium for Injection and Roxatidine
Acetate Hydrochloride for Injection are used for the treatment of the digestive
system for patients in their daily life.
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In 2022, a total of five products of the Group, including octreotide acetate
injection (1ml: 0.1mg), tenofovir alafenamide fumarate tablets (25mg),
fondaparinux sodium injection (0.5ml: 2.5mg), lacosamide tablets (50mg),
and metoprolol succinate sustained-release tablets (47.5mg) (the Group was
granted exclusive marketing rights in mainland China by Pharmadax (Foshan)
Co., Ltd.), won the bid of the seventh batch of national drug centralized drug
procurement, bringing new treatment choices for patients. Two types of non-
PVC solid-liquid double chamber bag products developed jointly by Sihuan
Pharmaceutical and Beijing Ruiye Drugs Manufacture Co., Ltd. (an associate of
Sihuan Pharmaceutical) and midazolam oromucosal solution produced by lJisi
Aokang were successfully included into 2022 National Reimbursement Drug
List (“NRDL"), making contributions to the accessibility of pharmaceutical
products.

Looking into the future, we will continue to develop the innovative drug
business driven by independent R&D and innovation, always bear in mind
the original aspiration of innovation and entrepreneurship, strive to build the
leading medical aesthetics and biopharmaceutical company in China with the
rigour and innovation of a pharmaceutical company. We will carefully “carve”
our product pipeline with the spirit of craftsmanship, and make every effort
to promote and realise the Group’s innovation and transformation enterprise

development version 3.0.
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Midazolam oromucosal solution is a benzodiazepine sedative-hypnotic drug, which is the first mucosal delivery drug developed
for infants, children and adolescents in China. It is used to treat acute and prolonged convulsive seizures caused by high fever or
epilepsy in children from 3 months to 18 years old, and is recommended in the guidelines for epilepsy treatment and febrile seizures.
Midazolam, which is currently in clinical use, is mainly administered orally or intravenously, causing significant impediment to the
medication administration for infants and children during prolonged convulsive seizures.

Midazolam oromucosal solution developed by Sihuan Pharmaceutical is the first generic in China and exclusive in China. Compared
with other dosage forms, oromucosal solution is featured by convenient administration and quick efficacy. It can also be used for
emergency treatment at home, which greatly enhances the convenience of medication. During the Year, midazolam oromucosal
solution produced by Jisi Aokang was included into NRDL, providing more children patients with a new and more convenient
treatment option.
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According to China Association Against Epilepsy, China has about 9 million patients who suffer from epilepsy, with about
400,000 new patients every year. Lacosamide Tablets jointly researched and developed by Beijing Ao He Research Institute
and Beijing Sihuan are used for the treatment of epilepsy, and is suitable for the combined treatment of partial-onset seizures
in patients aged 16 years and above with epilepsy. It has minor side effects, and does not undergo hepatic metabolism and
produce clinically significant drug interactions with other anti-epileptic drugs, which can better protect the health of patients.
Therefore, Lacosamide Tablets may be used as a new treatment option for some patients suffering from epileptic seizures.

During the Year, Lacosamide Tablets were successfully selected in the seventh batch of national drug centralized procurement,
making great contributions to the protection of the public health.
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Meanwhile, we continued to strengthen the building and management of R&D
platform, team and quality, constantly enhanced the innovative R&D capability
of the Group, paid close attention to the ethics issues during the R&D process.
We strictly abided by R&D management standards while ensuring efficient
and innovative R&D, and actively responded to the ethics policies and welfare
protection requirements in relation to animals.

Building of R&D platform

In order to accelerate the transition towards the innovative drug field, the
Group respectively established business platforms for Xuanzhu Biopharm and
Huisheng Biopharm, focusing on oncology, digestion, NASH and diabetes. We
will continue to promote the development of two innovative drug business
platforms of Xuanzhu Biopharm and Huisheng Biopharm, and introduced
advanced industrial technology and blockbuster products while ensuring
innovation-driven independent R&D, bringing more high-quality innovative
products to patients. Meanwhile, we facilitate the development of sci-tech
enterprise, and constantly enhance the scientific research management
capability. In November 2022, in response to the “transition from small
to large-scale enterprise” policy issued by Beijing Municipal Science and
Technology Commission, Beijing Aohe Pharmaceutical Research Institute
successfully completed the appraisal of small and medium sci-tech enterprises.
The policy encourages micro and small enterprises to upgrade into large-scale
enterprises, becoming the powerful drivers for promoting the high-quality
economic development. Beijing Aohe Research Institute was listed in the ninth
batch of small and medium-sized enterprises of Beijing this year, indicating the
recognition for scientific research and management of Sihuan Pharmaceutical.
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Introduction and Cultivation of R&D Talents

Sihuan Pharmaceutical regards talent introduction and cultivation as an
important approach to the enhancement of R&D capabilities. In 2022, the
Group continuously strengthened the building and cultivation of R&D talent
teams, and introduced talents with professional credentials and rich working
experience, providing technical support for the business development of the
Group. Meanwhile, we formulated annual training plans, and conducted
relevant training on R&D equipment usage, R&D skills and quality management
system among R&D talents of the headquarters and subsidiaries of Sihuan
Pharmaceutical. In order to ensure the training effect, we conducted an
assessment of the training contents to effectively enhance the professional
skills of R&D staff. In addition, relevant personnel of each department are
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In March 2022, Beijing Aohe Research Institute organized the Analyzing Department to
participate in the relevant training on the "Formulation of Relevant Substance Verification
Scheme", and trained the department staff on the contents, forms, acceptance standards
and precautions of the verification scheme, which enhanced the overall attainment of the
department staff in establishing relevant substance verification methodology and scheme
design, and contributed to promoting the speed and quality of methodology development
and verification.
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In August 2022, Beijing Aohe Research Institute dispatched representatives to participate
in the "New Drug Development Project Management Talent Training" organized by Beijing
Municipal Human Resources and Social Security Bureau, and completed the submission of
the thesis according to training contents. This training covers R&D management, new drug
innovative R&D process and applied basic research, helping R&D staff to better make new
attempts in drug R&D project management, improve practical operation ability and project
management, and enhance their core competitiveness.

designated to be responsible for training notification and registration in order
to strengthen the training management and guarantee effective training.

(BRI ERELFER) Eil
Training on the Formulation of
Relevant Substance Verification

[FELIRIEH EREASI5E
THEDE | B E
Mobilization Meeting of
“New Drug Development
Project Management Talent

Training "



MREEELE R&D Quality Control

AREE @ NIREHB R TEMEESEIE During the Year, Sihuan Pharmaceutical actively improved its R&D quality
BE atfZEzRRENEEERE  RE control system, strengthened the quality management throughout R&D
BREELE  AENREEEIETIIE process, and ensured drug quality and safety. The specific work of quality
HEMAT : control is as follows:

EERAERE TEMEESTERER  HENMERARETERE BALSRERRRIRE EHRESHAXXG B

Quality system FEMAEX M REER  AESRIRXREEER - BRXGLHEEHE -

management We improved the R&D quality management system, continued to develop and upgrade documents such

as management process, project quality standards and inspection operation, instrument and equipment.
Meanwhile, we continously strengthened management of the document records, reviewed document record in
each segment to ensure the compliance of document records.

MEEEET KECEEEEZARANESE  BEHEARRE TELEEEERRFELERT - BRARE 2T
R&D quality BEMNABETT  RNEMIINIRERRE ERIBISET YRR EEXEERER  BRIAZAENESN
review L&amM -

We carried out internal assessments based on quality management objectives, including daily compliance
reviews, quarterly quality objective assessments and annual quality reviews to ensure the effective operation of
the R&D quality control system. Meanwhile, we engaged external organizations to conduct online and on-site
assessment and actively adopted verification and rectification suggestions to ensure the scientific and reasonable
R&D process.

W E B IEI EHEBAEEESERAREI - BRERZMESER  BERhARERERANRORERERAZSE - N
R&D quality BE THASERREHERBRNIER - SEREER  REPBRERE  RITABREEEE -
training We organized training on R&D quality management on a regular basis, carried out publicity of the newly

released national regulations, guidelines and core processes of internal management system to increase
employees' understanding of the Group's regulations and policies, consolidate R&D foundation, standardize the
R&D operation process, and improve R&D efficiency and quality.
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Respect for R&D Ethics

During the clinical research, we focus on R&D ethics, strictly comply with
the “Regulations on the Administration of Experimental Animals” and other
national policies and regulations, conduct management of experimental
animals, and advocate three basic principles of animal experiments:

o Principle of animal protection: Review the necessity of animal
experiments, and conduct a comprehensive assessment of the purpose
of the experiment, the expected benefits, and the harm and death of
animals.

o Principle of animal welfare: To ensure that experimental animals have the
most basic rights when living and in transportation, and enjoy a living
environment free from hunger and thirst and a comfortable and free life.
The management of various experimental animals should comply with
their corresponding operating technical regulations.

3 Principle of ethics: Experiments should fully consider the interests of
animals and ensure the safety of practitioners. The methods and purposes
of animal experiments should conform to human ethical standards and
international practices.

The subsidiaries of the Group involved in animal experiments have formulated
corresponding management systems and operating procedures, conducted
ethics supervision and inspections on animal experiment projects, identified
problems and put forward rectification opinions in time, and proposed ethical
termination reviews for the finished projects to protect the rights and interests
of animals which they deserve to have.
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Protection of Intellectual Property

The intellectual property is the driving force for innovation and development
of the enterprise. The Group strictly abides by the “Patent Law of the People’s
Republic of China”, “Trademark Law of the People’s Republic of China”,
“Copyright Law of the People’s Republic of China” and “Contract Law of the
People’s Republic of China” and formulated the “Provisions on Intellectual
Property Rights Administration of Sihuan Pharmaceutical Holdings Group Ltd."”
and other internal systems. We specify the management responsibilities of
intellectual property of each department, constantly develop and improve the
intellectual property management system and operating mechanism in line
with the enterprise development.

In order to efficiently manage intellectual property rights, we have established
the Intellectual Property Decision-making Committee, which is for formulating
the basic policy and strategic planning of Sihuan Pharmaceutical’s intellectual
property management with the “centralized + separate” management mode.
We have established patent affairs departments in each subsidiary, and the
Intellectual Property Department of the Group is responsible for implementing
the Group's intellectual property planning, managing, operating and
maintaining intellectual property assets. At the same time, we have actively
promoted the development of intellectual property system and continuously
strengthened the systematic management of intellectual property to ensure
the orderly operation of Sihuan Pharmaceutical from technology R&D to the
whole process of production and operation. During the Year, Beijing Sihuan
was awarded the intellectual property management system certificate.
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Property Management System
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In addition, we have continuously improved our Group's intellectual property
management, raise our employees’ awareness of intellectual property
protection, and protected the Group’s intellectual property in all aspects
through several measures including centralized management of intellectual
property, strict confidentiality regulations, building of an intellectual property
information management platform, and training on intellectual property.

° Focusing on the product life cycle, Sihuan Pharmaceutical conducted
centralized management and strict examination and approval for the
application, change, abandonment and transfer of patents, trademarks
and domain names within the Group, as well as the publication of
scientific and technological papers and registration of copyrights
according to the characteristics of innovative drugs, generic drugs and
medicines. The Intellectual Property Department is responsible for the
management and review of relevant contracts, and the investment,
merger and acquisitions related to intellectual properties;

o When we sign the contract with new employees, we stipulate the relevant
provisions of intellectual property according to the nature of their
work and rank, and sign the separation agreement with the departing
employees to ensure that they abide by the non-competition regulations
in the labor contract and confidentiality agreement;

o We strictly abide by the “Confidential Information Management
Regulations of the Group”, and strengthen the management of
intellectual property information with the Document Asset Security
System (DASS). We implement the requirements for the management of
confidential documents and assets, strictly prohibit the storage of top-
secret documents such as technical disclosure, experimental data and
registration and application for trademarks on personal computers. We
regularly upload confidential documents such as patents, trademarks and
copyrights handled by the department to DASS, classify and determine
the security classification of uploaded documents, effectively guarantee
the security of intellectual property and other information throughout its
life cycle, and prevent the leakage of important information;

. We increase employees’ awareness of protection of intellectual property
rights including patents through relevant training on intellectual property
rights, case study and explanations on the regulations and policies. Each
department also actively conducts training on DASS for new employees to
increase their awareness of information security protection and cultivate
their good habits of information security in daily work.



BIFTRI - EERARIR

Fostering Innovation in Science and Technology for a Healthy Future

NS
A 5 2 1 =R 3 F
TRAINING ON INTELLECTUAL PROPERTY CASES

REE - AEBAHERSHRSKANRIZEED - BBEIIBERFE TMHAR GRS
HETBRENER ENERMBEBMTBEAIINEE ) O E B - FHBBERE
EXXRUDZ - FAFATAEETRATEBREFEBEN R EREMTHE LA RER
INEHBERMBERENE £ PR 8 THRNMEBEERERERNIER - RRE
BB ERTIEREB HZE -

During the Year, the Intellectual Property Department of the Group carried out the
study activity of typical cases of the High Court and invited external experts to conduct
training on the theme of "Scope of Exception of Administrative Approval for Promised
Sales of Drugs or Medical Devices beyond the Patent Law" for the staff. Through sharing
business cases, the professional knowledge of intellectual property such as the exclusion
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Training on intellectual property
cases by Sihuan Pharmaceutical

of promised sales from the infringement exception of the administrative approval for
drugs and medical devices in the Patent Law was explained in detail during training, which
further deepened employees’ understanding of relevant legal requirements and provided

strong support for the subsequent optimization of intellectual property work.
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By the end of 2022, the Group had submitted more than 1,000 patent
applications in total, of which over 420 were validly authorized and maintained
by China National Intellectual Property Administration and over 100 by other
countries or regions. We had also submitted more than 180 PCT international
applications and foreign applications. In terms of fast-consuming fields such as
medical aesthetics products and special medical food, 2,171 applications were
filed for trademark registration, of which 1,196 were granted approval for
registration, and 11 were granted copyrights.

The outstanding practices of Sihuan Pharmaceutical in the field of intellectual
property protection have also been recognized. During the Year, Sihuan
Pharmaceutical was listed among “Top 50 Chinese Outstanding Legal
Affairs (Team) of IPLEAD, a new media platform of intellectual property in
China; Hainan Sihuan Pharmaceutical Co., Ltd. obtained the sponsorship of
RMB100,000 for the intellectual property of high-tech industrial development
of Hainan Province in 2022; XuanZhu (Beijing) Pharm Co., Ltd. was awarded
the title of small and medium enterprise of “Expertise, Precision, Specialty,
and Innovation”; Beijing Sihuan was listed as the Overseas Intellectual Property
Early-warning Project of Beijing Enterprises (Baloxavir and Sofosbuvi); Beijing
Meiyan Kongjian Technology Co., Ltd. was listed as the Overseas Intellectual
Property Early-warning Project of Beijing Enterprises (PLLA).
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As a biopharmaceutical company, Sihuan Pharmaceutical regards product
quality as the enterprise’s lifeline. Taking product quality as the first core
competitiveness, we promote the building of product quality control system
with high standards, carry out strict quality audit and assessment, and
constantly improve the pharmacovigilance system, so as to ensure product
quality and safety.

Production Quality Management

Sihuan Pharmaceutical constantly improved the quality system and enhanced
quality management through internal quality audit and training in strict
accordance with the “Drug Administration Law of the People’s Republic
of China”, “Measures for the Supervision over and Administration of
Pharmaceutical Production”, “Good Manufacturing Practices (GMP) for

Pharmaceutical Products” and other laws and regulations.
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We strictly monitored production quality, implemented the quality management system, and strengthened the
process control and quality control points. We strengthened the daily GMP inspection, strictly implemented
the verification management, GMP document management and deviation change management, and realized
normalized and active GMB management, centered on the quality control points of each position. We
continously upgraded and improved the document system based on the situation of the Group, and established
the corresponding document system according to the entrusted production situations.
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We conducted regular legal compliance audits, including but not limited to GMP compliance, pharmacovigilance
system compliance, R&D technology transfer and the legal compliance of entrusted or trusted production. We
also organized self-inspection on R&D varieties in each stage and organized regular self-inspection at various
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We arranged staff to collect product quality feedback, including the situation of drug sampling and inspection
in the market, drug quality feedback, and adverse reactions after the drugs are put on the market.
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Quality training
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We carried out internal online and offline training, covering legal requirements, product characteristics and
R&D technology. We conducted pre-employment and orientation training for new employees and participated
in external training held by excellent pharmaceutical equipment manufacturers and professional pharmaceutical
training organizations.
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“Everyone participating in quality control” is the best mode of quality management. In 2022, Ambest Pharmaceutical conducted
the 5th Quality Safety Month with the theme of “participation of everyone for detection of defects”. During the activity, Ambest
Pharmaceutical arranged the front-line personnel to screen the GMP defects in the positions they are responsible for, and check with
the regulations, pharmacopoeia and other materials one by one to find the defects in the production and inspection work and make

rectification accordingly.

After the Quality Month, the front-line personnel had a deeper understanding of the quality concept of “manufacturing drugs in
an honest and legal manner” and “ensuring quality requires us to do the right thing even without supervision”, and the quality
consciousness of all the employees was effectively strengthened.
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Clinical Trial Quality Control

Sihuan Pharmaceutical strictly implemented the “Good Clinical Practice
(GCP)", consistency evaluation requirements and other laws and regulations
issued by the departments of National Medical Products Administration
("NMPA"), formulated and implemented standard operating procedures
(SOP), strictly controlled the clinical trial procedures to ensure the trial quality.
The clinical trial project of the Group was carried out by both our own teams
and outsourcing teams. The Scientific Research Management Center is
responsible for the overall implementation and management of clinical trials
as entrusted by the clinical trial projects of each subsidiary according to the
business development objectives and requirements of the Group, providing
clinical statistics for product R&D and offering basis and foundation for the
successful product registration.

In the process of clinical trial project management, the Group followed the
whole progress of the project, and strictly controlled each key quality stage,
continuously identified and assessed risks and actively responded to them to
ensure the progress and quality of the project.
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According to the overall project plan, the Scientific Research Management Center made the clinical trial schedule, selected suppliers,
signed the relevant contracts to start the project, and reviewed and confirmed the relevant trial documents. During the project
progress, the contract research organization (“CRO") was required to report the progress on a weekly basis, follow up and monitor
the process in real time, coordinate and handle various risks and problems to guarantee the clinical trial progress.

PAREEMMITE
CONTROL OF KEY QUALITY STAGE
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In the process of clinical trial project management, we confirmed each key stage through meeting communication to control the
project quality. If necessary, we adopted the approach of collaborative monitoring at the key stage to control the project quality and
process, including but not limited to researcher folders, clinical drug use, etc., to ensure the quality of clinical trial projects through
monitoring, evaluation and rectification measures.
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Pharmacovigilance System

The Group constantly enhances the pharmacovigilance management, and
strengthens risk control, in order to ensure the drug safety of patients. The
Group's pharmacovigilance system is composed of the pharmacovigilance
departments (“PV") of the Group and its subsidiaries. The interactive
operation mode integrating independent establishment of each subsidiary
and unified management of Sihuan Pharmaceutical was adopted to guarantee
the compliance and conformity of the pharmacovigilance work of the
Group. In 2022, with the comprehensive implementation of the “Good
Pharmacovigilance Practices”, we further strengthened the development of the
pharmacovigilance system as follows:

3 Establishment of a specific department to take responsibilities:
According to regulatory requirements, each subsidiary established
independent pharmacovigilance departments to conduct
pharmacovigilance, monitor the product safety information, analyze and
control potential product risks, in order to provide pharmacovigilance
data and information for other departments. The pharmacovigilance
department of the Group designated personnel for the business
communication and management of each subsidiary, assisted in the
collection of product safety information, promptly popularized the
national regulatory requirements and the Group’s work specification,
and regularly monitored the system assessment indexes to guarantee the
sustainable operation of the Group’s pharmacovigilance system;

° Personnel optimization and detailed management: The Group
introduced professional personnel with medical backgrounds, enhanced
the product risk analysis capabilities and increased the risk control.
Meanwhile, we further detailed the management responsibilities,
working procedures and review requirements of the pharmacovigilance
work of subsidiaries, and standardized and unified relevant system
documents. During the Year, the pharmacovigilance department
of Sihuan Pharmaceutical updated three pharmacovigilance system
documents, revised the document templates of the pharmacovigilance
system of subsidiaries, and released eleven document templates.
Each subsidiary also revised more than 100 pharmacovigilance system
documents on their own according to the document templates issued
by the Group to ensure the operation compliance of the Group's
pharmacovigilance system.

Meanwhile, we constantly conducted product safety inspection and risk
management, carried out pharmacovigilance audits and relevant training by
applying the digital pharmacovigilance system, continued to strengthen the
pharmacovigilance management and further guaranteed drug usage safety.
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In combination with external regulatory requirements and internal management standards, the Group has continuously carried
out the product safety monitoring and risk management and promoted product safety evaluation, in order to minimize product
risks;
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We actively carried out and supported the key post-marketing monitoring, monitored the timely submission of regular safety update
reports by production enterprises, carried out safety signal detection of adverse drug reaction (“ADR"), suspected ADR treatment and
specifications revision, etc., and provided support for marketing departments of the Group on drug safety issues in time;
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In 2022, relevant subsidiaries formulated the pharmacovigilance plan for one product and risk management plans for two
products, with higher work requirements for pharmacovigilance activities and risk management of related products.
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The third-party pharmacovigilance eSafety system is mainly used for the processing, storage, analysis and submission of the
Group's drug/adverse drug event reports to the drug regulatory authorities. The system supplier is responsible for the update of
the system version and data storage and safety, and the Pharmacovigilance Department is responsible for the use, maintenance
and management of the eSafety system;
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The system covers the whole process of pharmacovigilance and a complete product safety information database embedded
with pharmacovigilance logic, and strictly follows the time limit of business laws and regulations. The system design conforms
to international standards and China’s national conditions, and the inspection traces are retained to meet the verification
requirements, which can guarantee the effective implementation of pharmacovigilance work;
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In 2022, Sihuan Pharmaceutical further explored the functions in the electronic pharmacovigilance system. With several
discussions with the electronic system suppliers, the Group has facilitated the development and launch of new functions to cope
with existing operation problems, enhance the usage efficiency of electronic system, and save labor and time costs
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The internal audit was carried out online and offline during the Year, and a detailed plan was formulated before the internal
audit, including the internal audit requirements and schedule, in order to further improve the internal audit efficiency;
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During the Year, the Group's Pharmacovigilance Department conducted one internal audit on all the subsidiaries, covering the
systems, rules and the implementation of pharmacovigilance and mainly inspected on the implementation of the organizational
structure, personnel management, training, the treatment of adverse event reports of individual cases and the preparation of
regular safety analysis reports, etc. The internal audit results showed that the pharmacovigilance systems of all subsidiaries
operated effectively, the work was greatly improved, and no major defects were found;
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Based on the results of internal audit, we urged the subsidiaries to make timely rectification for relevant issues to ensure the
continuous improvement of the pharmacovigilance system. Within three months after the completion of the internal audit, all
subsidiaries submitted the internal audit rectification plan as required, and finally completed the rectification in an effective
manner.
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The Group’s Pharmacovigilance Department organized the interpretations |
on the pharmacovigilance regulations and training on detection technology,
participated in the external training organized by the drug regulatory
authorities, and promptly updated and popularized regulations and
requirements, in order to make sure that relevant staff can master the latest
regulations and requirements, and constantly enhance the pharmacovigilance
management capability;
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At the same time, we regularly organize professional knowledge and business Pharmacovigilance Inspection

training internally through online classes and regular internal meetings to
improve the professional competence of pharmacovigilance staff and ensure that pharmacovigilance management meets the
Group's needs.
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Adverse Reactions/Event Management Mechanism

Sihuan Pharmaceutical strictly abided by national regulations, formulated
and implemented relevant systems such as the “Drugs Safety Information
Collection and Handling Procedures”, conducted the collection, investigation,
analysis and evaluation of adverse drug events as required, and evaluated and
controlled potential risks in the event as follows:
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Information collection

Information verification
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Handling measures

e The Group collected adverse events of
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products through patients, user units,
distributors, post-marketing research,
literature and online network.
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e The pharmacovigilance departments
of the Group’s subsidiaries verified
and followed up on important
information and missing information,
and evaluated the awareness, severity
and relevance of adverse events and
whether they were submitted to the
drug regulatory authorities.
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We implemented hierarchical
management, conducted immediate
investigation of deaths and mass
adverse events and submitted
investigation reports to drug
regulatory authorities within the
specified time limit. As for events
with potential risks, we further
carried out risk assessment and
control procedures, and organized
meetings for members of the Drug
Safety Committee for research and
decision making if necessary. For
those confirmed to adopt risk control
measures, the relevant information
will be communicated and reported
to drug regulatory authorities by the

Pharmacovigilance Department.
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Adverse Reactions/Event Management Process
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Product Recalls

Sihuan Pharmaceutical has established the Drug Safety Committee which
comprises senior management of the Group and heads of commercial,
marketing, production and quality departments. The Committee is responsible
for the assessment and communication of product safety risks related to the
Group, or the formulation or implementation of risk control measures for
product risks. In case of any unreasonable risks or other defects of products
being detected, the subsidiary owning such product will immediately convene
the Drug Safety Committee meeting to discuss and evaluate the product risks,
and then formulate risk control measures based on the evaluation results. For
example, the subsidiary recalls the involved products that falling into the recall
scope set by drug regulatory authority and supervises the implementation
according to relevant requirements of the quality system. During the Year, no
major safety risk signals of products were recorded, and no large-scale drug
recalls occurred in Sihuan Pharmaceutical.

Sihuan Pharmaceutical strives to provide quality products and services for our
customers. We continue to improve service capabilities based on customers’
needs and experience to create professional, high-quality healthcare
experience for customers in a responsible way.

Customer Service Quality Assurance

While strengthening the product quality control, Sihuan Pharmaceutical also
strictly complied with the requirements under the “Management Regulations
of User Complaints” and other internal systems, and constantly optimized
customer service management and standardized the handling process of
complaints from various channels:

3 Responsible personnel of the Group’s Commerce Department are
responsible for receiving and recording complaints, and report them to
competent departments for follow-up;

o The Quality Department of the Group is in charge of managing
the handling process of customer complaints and assisting in the
investigations on the production and quality of product defects
complained about by customers;

o The Group maintains records of customer complaints for regular
evaluation and improvement of the handling process.

In addition, in order to keep optimizing the complaint handling mechanism,
we have formulated the “Principle for Three and Seven Days” to control the
processing time of general customer complaints within three days and the
processing time of complicated customer complaints within seven days. The
head or manager of the department may communicate with the personnel in
charge directly, if necessary, to handle the customer complaint efficiently, so as
to provide quality and safe experience for customer.

Sihuan Pharmaceutical strictly controls delivery and transportation of goods by
formulating and implementing management rules, with the aim of ensuring
the product and service quality in each supply phase.
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Before delivery, we will communicate with customers frequently to understand their medications and actual needs for delivery in a
timely manner. In order to avoid errors or omissions in delivery, we place orders and deliver products immediately after obtaining
approvals and specify the shipping manufacturer and warehouse information on the order. We also keep customers informed of
logistics information constantly and promptly.
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In order to improve terminal service quality, we regularly assess the timeliness and service quality of carriers in accordance with
the “Administrative of Logistics Carriers” to control the damage rate of products within the standard of the Group and the return
rate below 0.1%. Meanwhile, the front-end warehouses are introduced into the logistics and warehousing system to optimize the
resource allocation and logistics distribution, which can not only shorten the logistics time but also increase customer satisfaction
significantly.
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In order to address customers' needs for returns and exchanges, the Group will adopt appropriate plans according to the types
of returns and exchanges in order to efficiently coordinate the handling of customer needs such as return applications and
replenishment refunds. To further improve the product and service quality, we collect information on returns and exchanges from all
relevant departments, analyze the reasons for their returns and exchanges and continuously optimize our product service processes
to protect the basic rights and interests of our customers and enhance customer satisfaction.

AEBBREBFANBETREENEE N - The Group always emphasizes the importance of internal customer service
BEBCIERE  THRATFERESN management, continues to optimize its workflow and improves the efficiency and
MEEREE - BB IR ASTFPREEE quality of customer service. We are committed to providing better services for our
EHRF - BB THREEBEREE customers, deepening employees’ understanding of products and services and

EmBEMBENE O RMEETHNER enhancing their business proficiency and service skills through regular training on
ERASAVIRAR - IR E RS AR T B RS business skills and relevant product training. During the Year, no major customer
KT o REE - IREEREREFPEKR complaints were received by Sihuan Pharmaceutical.
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Insisting on Responsible Marketing

Sihuan Pharmaceutical strictly controls the authenticity of promotional content
and advertisements of the Group to eliminate false and exaggerated publicity,
and ensures the true information of drug efficacy, and guarantees consumers’
medication safety in strict accordance with the “Advertising Law of the
People’s Republic of China”, “Standards for the Examination and Publication
of Drug Advertisements”, and “Provisions for the Administration of Drug
Instructions and Labels” and other relevant laws and regulations. During the
Year, the Group had no violation in terms of advertisement.

According to the internal “Social Media Promotion Standards”, the Group
supervises the authenticity and compliance of promotional content, and
protects the basic rights and interests of customers. We regularly update
drug promotion materials and explained the nature, indications and safety
information of drugs in details. In addition, advisory messages and special
signs are marked in our prescription drug advertisements and over-the-counter
drug advertisements to enable customers to select appropriate pharmaceutical
products and protect customers’ health and safety. We strengthen the
review of the content in drug advertisements to ensure compliance with the
requirements of drug regulatory authorities.

In order to ensure legal and compliant marketing and prohibit commercial
bribe, false and exaggerated publicity, Sihuan Pharmaceutical has signed
the “Distributor Compliance Undertaking Letter” with drug distributors
who comply with national and pharmaceutical laws and regulations to
ensure distributors’ marketing compliance and integrity. Meanwhile, we
have formulated the “Measures for the Administration on the Record of
Pharmaceutical Representatives of Sihuan Group (Trial)” and the “Detailed
Rules for the Implementation of Compliance Management of Pharmaceutical
Representatives of Sihuan Group”. We require pharmaceutical representatives
to provide drug information and professional knowledge training and support,
and not to mislead doctors in the use of drugs, exaggerate or mislead the
efficacy and conceal the known adverse reaction information of drugs, in
order to standardize the academic promotion behaviour of pharmaceutical
representatives, and guarantee the compliance of marketing.
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Information Security and Protection

Sihuan Pharmaceutical attaches great importance to the cybersecurity
and customer privacy information protection. We strictly comply with the
“Cybersecurity Law of the People’s Republic of China” and other relevant
laws and regulations, formulate and implement the internal systems such as
the “Information Management System of Sihuan Pharmaceutical Holdings
Group”. We implement information safety and protection requirements
through information safety governance structure, constantly standardize the
internal information safety management, and comprehensively guarantee
information safety and privacy protection. We have set up a clear information
security governance structure, with the executive president as the leader of
the information security decision-making group to make decisions on macro
issues of information security. The head of the digital operation center of the
Group serves as the leader of the information security management team to be
responsible for the daily management of work related to information safety.

Sihuan Pharmaceutical provides detailed data safety protection guidelines for
employees, and keeps customer information strictly confidential by classifying
account authority and authorizing approval, in order to protect the customer
privacy to the largest extent. The Group stipulates that all the employees and
the third parties should be obliged to protect the information data safety of the
Company'’s business operation, and promptly report any information security
events, such as viruses, unauthorized use of user accounts and company
systems, to the Digital Operation Center. In order to protect the privacy safety
of our customers more effectively, Sihuan Pharmaceutical conducts regular
training on data security and confidentiality for all employees to continuously
improve their awareness of information security and privacy safety protection.

+
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In May 2022, the Digital Operation Center of Sihuan Pharmaceutical carried out information management training for departments
to strengthen the implementation of information management operation and maintenance norms and standards. At the same time,
the Center implemented the optimization plan of Zhangjiawan computer room project in terms of hyper-convergence, network
security and backup management, and introduced to all department personnel the improvement strategy of information management
framework and the system switching proposal of information management after the launch of new framework. Through training,
Sihuan Pharmaceutical has effectively enhanced the awareness for information management framework of the department staff and
enhanced the overall capability and information management.
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In order to standardize business secrets and confidentiality management and
safeguard the legitimate rights and interests of the Group, we have established
the “Confidential Information Management Regulations” to establish and
standardize the confidential information management processes, and carry
out confidential control from the four aspects, namely personnel, information,
region and equipment. Meanwhile, we have set up a confidentiality management
working group with a confidentiality management special office of the Group
thereunder, which is responsible for determining the confidential information
and confidential lists of the unit, including confidential personnel, confidential
information, confidential area and confidential equipment. In addition, the Group
requires employees to comply with the management requirements related to
information confidentiality under the “Code of Conduct for Employees”, and signs
a “Confidentiality Agreement” with employees to determine their obligations of the
Group's confidential and important business information, and the person concerned
will be held accountable in case of information leakage.

During the Year, the Group carried out the Zhangjiawan computer room
optimization project to upgrade and maintain the computer room equipment
and core network. The main achievements include construction of new clusters
and cloud management center, relocation of core applications, upgrading and
transformation of core network, implementation of the planning of utilizing used
equipment and backup proposals, and establishment of used equipment cluster.
The smooth implementation of Zhangjiawan computer room optimization project is
conducive to ensuring stable operation of the computer room and optimizing the
security performance of the room.
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Sihuan Pharmaceutical is committed to building a sustainable green supply chain, establishing and continuously improving a life cycle
management system covering key aspects of supplier in order to strictly monitor and control supply chain compliance and effectively
guard against social and environmental risks in the supply chain. We have established an effective communication mechanism to promote
communication with our suppliers. Sihuan Pharmaceutical continuously leads suppliers to take the responsibility to pursue sustainable
development and achieves win-win cooperation.

ESG &N ESG performance

FREIAOTEHE EEELIORERL Uphold the procurement principle of “fair bidding and quality first”
HitERETEEDEREE Life cycle management for suppliers

SFEEHERRERC SRR EERE Continuously strengthen prevention and management of environmental and social

risks in the supply chain

SEHA BB ERANTEZRT Maintain regular communication with suppliers in various forms such as meetings,
HHEERFAEEHERER interviews, online communication, visits and reviews
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Supplier Management process

HEESIR

Supplier sourcing

HEREEA
Supplier admission

HEREZ AT E
Supplier assessment
and evaluation

HEFS RO EER
Supplier classified
management
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Supplier Management

Sihuan Pharmaceutical strictly complies with laws and regulations such as
the “Bidding Law of the People’s Republic of China” and the “Government
Procurement Law of the People’s Republic of China”, formulates and strictly
implements management system and requirements such as the “Supplier
Management Protocol” and the “Centralized Procurement Management
Protocol”, and continuously improves its supplier management system. We
uphold the principle of “fair bidding and quality first”. We have established
a centralized and classified management system and life cycle management
of sourcing, admission, assessment and evaluation mechanism for suppliers.
We continuously optimise our procurement management and improve the
efficiency of supplier management to essentially protect the quality and safety
of our products.
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The Group conducts background investigation and qualification assessment of potential
suppliers to assess their production capability, technological level, service quality,
performance capability, quality control system and other aspects.
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The Group detects samples provided by comparable suppliers, and conducts supplier audit

BEEZNHER

and small batch tests. Suppliers who passed the admission reviews will be included in the
Group's qualified supplier list.

EREFEASREERE %  AEBRANTEEEBNFESR  HHtENEER
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For qualified suppliers, the Group conducts continuous evaluation through daily
supervision and management and annual assessment based on indicators such as quality
status, performance, and trade compliance of suppliers, and urges them to improve the
quality of their products and services.
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Based on the assessment and examination results, the Group conducts the hierarchical
management for suppliers. Suppliers with annual assessment not up to standard and with
defective product quality will be required to suspend the transactions, take rectification
action within a definite period or will be blacklisted directly, according to the actual
situation.

The Group increasingly prioritizes prevention and management of supply chain
risks. Also, the Group reviewed the potential risks in the supply chain in a
timely manner and dealt with market fluctuations, reduced procurement costs
through the selection of potential suppliers and the promotion of strategic
cooperation to maintain a stable supply chain.
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IN ORDER TO CONTROL THE QUALITY OF MATERIALS AND ENSURE THE STABLE
SUPPLY OF MATERIALS FOR THE GROUP:
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We compile a list of risky materials regularly to reduce the categories of risky materials and seek comparable suppliers in advance
to reduce the impact of supply chain risks from the source and ensure that the quality of products meets the requirement of the
Group;
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Meanwhile, we proactively promote strategic cooperation with suppliers and signs strategic cooperation agreements for key
materials of fixed assets so as to leverage resources of both sides and build a stable and effective cooperation relationship in the
long run.

44

REATZKE  BERERBRSFHANHEBENTE
IN ORDER TO COPE WITH THE IMPACT OF MARKET FLUCTUATION AND THE
NATIONAL DUAL CARBON POLICY ON THE SUPPLY CHAIN:

HMERFERERBMETSEARRENERAE  EREETSE(C  BERBRAK  BYRBEKmBBIHKE

We actively carry out research on the market of raw and auxiliary materials, and restart bidding on centralized procurement to
keep abreast of the market changes in real time and reduce procurement cost. We have established a linkage system for raw
materials, auxiliary materials, packaging materials and finished products;
HMEESEHF BT ARRIE - RERESTREBEE  BBABIETARMERRE R

We advance the building of a digital procurement platform of the Group to collect and analyze procurement data, so as to
support decision-making through big data platform;

R - HPIIGREERBEYREE TR FRPABAMBBREES —ETER  ASHREREKE -

Meanwhile, we enhance the reservation of core materials for production, and purchase general-purpose materials used by
subsidiaries collectively, which is conducive to reducing cost.

D3R B8 S IR S @ B BR A &) SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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In order to continuously strengthen supply chain management, Sihuan
Pharmaceutical also focuses on enhancing the professional skills of
procurement personnel while consolidating the external management. During
the Year, we provided our procurement personnel with online training
regarding daily procurement work and procurement process, including
the “Strategy for Monopolized Raw Material Management”, “Supplier
Development”, the “Strategy and Skills for Procurement Negotiation” and
“Notes for Material Procurement”, so as to increase their know-how through
systematic training to form a professional talent team on procurement for the
corporate.

Communication with Suppliers

The Group attaches importance to building a stable and in-depth cooperative
relationship with suppliers. To this end, the Group communicates regularly
with suppliers on business in various manners such as meetings, interviews,
online communication, supplier visits and reviews to achieve mutual
development. Meanwhile, we regularly organize technical seminars and
training, and actively participate in industry exhibitions and forums to maintain
effective exchange of information between the upstream and downstream
sides of the supply chain, which would allow us to promote the development
of the industry while meeting our need for innovative R&D. In addition,
we proactively learn from the excellent ESG management experience of
suppliers during the communication, and continuously strengthen the Group’s
management in selection of environmentally friendly materials and energy-
saving equipment, and production process to improve the Group's ESG
management on a continual basis.

Creating a Sustainable Supply Chain

We focus on the quality of products and service of suppliers, take the
environmental and social risk of suppliers into consideration, and integrate the
sustainable development principle into procurement in daily operation. During
the bidding process, we evaluate the qualifications of suppliers through a strict
admission and assessment system to ensure that the products provided by
suppliers meet the requirements of relevant laws and regulations. Meanwhile,
we pay attention to the performance of suppliers in areas of environmental
protection and employee health and safety management. Suppliers who have
obtained ISO, CCC, and the Occupational Health and Safety Management
System Certification are preferred.
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At the same time, we continuously improve the standard and system related
to green procurement by giving full consideration to the impact of production,
packaging and waste disposal on the environment, to ensure the green and
environmental-friendly procurement practice implemented by both upstream
and downstream corporations. To minimize environmental pollution, we
actively upgraded our production processes, used advanced technology and
equipment for production and purchased raw and auxiliary materials and
packaging materials under the philosophy of being secure, environmental-
friendly and recyclable, where only safe, environmental-friendly, toxic-free
and pollution-free packaging materials were selected. Besides, we encourage
our subsidiaries to fulfil requirements of environmental protection, energy
conservation and emission reduction and use recyclable packaging material for
pharmaceutical transportation, striving to achieve a balance between economic
benefits and social benefits.

In addition, the Group continues to strengthen management of supply chain
integrity through signing the “Integrity Agreement” with external suppliers,
the “Letter of Commitment Relating to Distributors’” Compliant Operation”
with distributors, and the “Compliance Undertaking Letter” with internal
procurement personnel. We clarify requirements on integrity compliance
management of the Group, regulate the integrity and self-discipline of
distributors and strictly prohibit any form of bribery, abuse of power for
personal gains and unfair competition in the supply chain. At the same
time, we ensure the transparency and fairness of procurement activities and
continue to strengthen management of integrity in supply chain in various
ways such as conducting compliance training and joint audit. During the
Year, we successfully launched a digital procurement platform to streamline
the procurement system, and carry out online quotation and pricing thereon,
which enhanced the transparency and efficiency of procurement and ensured
the legal compliance of the bidding and procurement process.
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Sihuan Pharmaceutical, always adhering to the philosophy of sustainable development, is committed to developing into a enterprise with
standardized production, people-oriented, and environmental conservation concepts. We strictly comply with safety and environment-
related laws, regulations and requirements, establish environmental, health and safety (“EHS") management procedures in order to
continuously improve EHS management, create a safe, reliable, green and environmentally friendly workplace, and to ensure efficient
operation of production and operation activities.
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ESG &R ESG performance
HEEHSZEE  BEHSHAEERA Establish EHS committee and build up four-level EHS management system
FIERIZ2EFIRNEHSER B Z Formulate scientific and strict EHS management goals

2K 72 A)Z1SO 14001F11SO 45001 %2 2 subsidiaries passed ISO 14001 and ISO 45001 systems supervision audits
REEEZ

% A.20,339,100.48 X T AR & F 17 Invest USD20,339,100.48 in green deposits and develop low-carbon green products to
Mo MR ERER  ERERCE boost circular economy
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ENSURING SAFETY AND PURSUING GREEN
DEVELOPMENT

1.

MREEEHSERE A &
Sihuan Pharmaceutical EHS Management Policy

RERZ

Health and Safety

Improving EHS Management Mechanism

The Group strictly abides by the laws and regulations such as the “Work
Safety Law of the People’s Republic of China”, the “Fire Protection Law of the
People’s Republic of China”, the “Law of the People’s Republic of China on
Prevention and Control of Occupational Diseases”, and the “Provisions on the
Administration of Occupational Health at Workplaces”, and has formulated
and continuously improved internal systems such as the “Environmental
and Occupational Health and Safety Management Manual” to continuously
promote EHS management and strengthen EHS risk control capabilities, in
order to develop into an enterprise with standardized production, people-
oriented, and environmental conservation concepts.

In 2022, in order to clarify the subsidiaries’ goals of occupational health, safety,
fire protection and environmental management, the Group signed the “Letter
of Responsibility for EHS Management Goals in 2022" with its subsidiaries
to conduct performance assessment on the completion of goals, and
strengthen responsibility management of EHS. In addition, we also regularly
conduct risk assessment and safety inspections to control potential risks and
eliminate safety hazards, and actively carried out EHS audits to evaluate the
implementation of EHS management requirements and improve the overall
EHS management. Besides, we encouraged our subsidiaries to standardize
production, promote EHS system building and certification based on ISO
management system requirements to gradually build a more systematic EHS
management.

EHS Management Policy

BIFESR
Compliance with
Regulations

R RE
Prevention First
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EHS Management Structure

In order to implement EHS management requirements, we have established
the EHS Committee based on our EHS management policy to continuously
strengthen the Group’s EHS management. The major duties of the Committee
are as follows:

1. Deploying, guiding, and coordinating production safety of the Group;

2. Analyzing the situation of production safety and studying and solving
major problems in production safety;

3.  Examining and approving the medium- and long-term production safety
plans and goals of the Group and the phased production safety work
plan;

4. Promoting the construction of the Group’s production safety
organization and management system, and coordinating the resolution of
relevant issues;

5. Coordinating external resources and deploying relevant internal
resources, organizing personnel to carry out or participate in emergency
rescue for large, serious and extraordinarily serious production safety
accidents;

6. Providing guidance to employees on environmental/OHS, improving
the environmental/OHS awareness of employees, increasing employees’
attention to environmental/OHS issues.
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EHS department of subsidiaries
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Meanwhile, we built a four-level management structure from the Group to
subsidiaries to clarify the management responsibilities of each department, and
thoroughly implemented the requirements on EHS system management of the
Group, in a bid to ensure the efficient operation of EHS management.

o AREHST{FARmBERaE

Responsible for overall strategic arrangement of EHS work
o YWEAEHSEIAMIIRE

Major EHS decision making

o (HEEEEEHOAEASEEHSTENNEEEA
The director of the center is the person in charge of the Group's EHS work

o (HEBEETEHOEHSHSE « 158  RESFARMEHS TIEWRHE X #F
The EHS department of the Center coordinates, guides, inspects and provides
supports for the EHS work of each subsidiary

W AT ARIEHSERE—AETA

The general manager is the prime principal of EHS management of the subsidiaries
BEFRARMBRERER %2 HY BREZIE  TEFARMEHSERER
Responsible for the management of occupational health, safety, fire prevention and
environmental protection of the subsidiaries, and improve the EHS management
system of the subsidiaries

B EFRRIEHS B RN DAL E K6 R B HIE

Responsible for resolution and implementation of EHS goals of subsidiaries and

the formulation and implementation of measures and plans

UWEERR ERRETTH - T8 REH

Identify, evaluate and control environmental factors/hazard sources
FIEF A BIEHSHE I T

Organize EHS training for subsidiaries

EHSZ B & MR 2R 15

Organizational Structure of the EHS Committee

EHS Management Goals and Performance Appraisal

The Group establishes, implements and regularly updates the “Monitoring
and Measurement Control Procedures for Environment, Occupational Health
and Safety”. Based on the important environmental factors, hazards and
related laws and regulations and other requirements, we set measurable and
appraisable EHS goals, and takes account of the risks and opportunities to
integrate EHS management goals into business processes and continuously
improve the EHS performance. In the meantime, we issued the "EHS
Information Exchange Management Regulations” in the Year to regulate the
process of reporting, negotiation and communication of EHS information of
the Group. Through the monthly dynamic monitoring of EHS information, the
latest EHS information is disseminated to all subsidiaries in an accurate and fast
manner.

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD
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Based on the national EHS laws and regulations and the actual operation
of each subsidiary, the Group revised the “Letters of Responsibility for EHS
Management Goals in 2022" to specify the EHS goals to be achieved by each
subsidiary and the specific assessment rules. We prepared the “Summary
of the Achievement of EHS Management Goals and Assessment for 2022"
based on the goals achieved by each subsidiary to assess the achievement
of the annual goals. The Group followed the “EHS Reward and Punishment
Management Protocol of the Group” and linked the EHS performance with
the general manager’s compensation of each subsidiary. We provided rewards
and imposed punishments based on the completion of annual EHS goals of
subsidiaries with reward and punishment mechanism to fully mobilize the
enthusiasm of each subsidiary and promote the steady development of EHS
management.

Z2HE
Safety goals

L E TR T ER
No work-related fatal accidents
TEERTEERNERESE RN
No work-related serious injury
accidents
P EERRELFIBRNT 2 EM
No safety accidents causing serious
economic losses
TEERYPSEM

No food poisoning incidents

BEREER

Occupational health goals

o THBRER

No occupational disease

EHSEEHEZ
EHS management goals
o HEBEHSERH M EH A MT
P EE R
Regular and effective rectification of
issues identified in the EHS audits of
the Group

EHSEEB&EZ
EHS Management
Goals

BRRER
Environmental protection goals
o TEHERBESRW

No leakage accidents

o TNEHRANAEFRAZINEERREAEFEZED o DEEAIRFITESEW
TR & No environmental pollution
No administrative penalties for occupational health- incidents
related suspension and rectification due to the o NEAEKEELBERINRREN

Company’s own reasons

o EEZEFAMBEME N ARIFEMN
No negative reports and public complaints related to
occupational health

No environmental accidents causing
serious economic losses

BE_E-_—F+=-A=+—10 K&H
BFRRAAFEEHSBZEZKIBRELF -
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As of 31 December 2022, the EHS goals of the Group's subsidiaries for the Year
were fulfilled well, and no EHS-related accidents occurred.
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EHS System Building and Certification

Based on the relevant standards of ISO 14001 Environmental Management
System and ISO 45001 Occupational Health and Safety Management System
and the actual operation situation of the Group, the Group has continued
to promote the construction of EHS management system, formulated the
“Environmental and Occupational Health and Safety Management Manual”,
and we monitored and evaluated the operation of EHS management
system. In the daily operation of the system, we collect excellent cases and
special management improvement plans from subsidiaries’ operation and
promote them within the Group to continuously improve the capability and
effectiveness of EHS management.

While progressively promoting the establishment of subsidiaries’ EHS systems,
we also assist each subsidiary in ISO system certification and ensure that
certified companies continue to meet the requirements of certification and
make further improvement of their skills. Currently, Jilin Jinsheng and Jilin
Sichang have completed supervision audits of both ISO 14001 and ISO 45001
system.
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ISO system certification certificate of Jilin Jinsheng
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In addition, we also continue to promote the construction of the production
safety standardization systems of all subsidiaries to ensure production safety.
During the Year, Beijing Sihuan, Jilin Sihuan, Ambest Pharmaceutical, Jilin
Jinsheng, Jilin Zhen'ao, Jilin Sichang, and Changchun Xiangtong have obtained
the level lll certificate of production safety standardization.
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EHS Risk Prevention and Control

The Group strictly complies with relevant laws and regulations such as the
“Emergency Response Law of the People’s Republic of China”, “Measures
for the Environmental Emergency Response Management” and “Measures
for Information Report of Environmental Emergencies” and has established
certain internal systems such as the “EHS Risk and Opportunity Control
Procedures” and “Hazard Sources Identification and Risk Assessment and
Control Procedures” in accordance with ISO system requirements to proactively
identify EHS-related risk sources in the production and operation process,
establish and improve risk control measures, and actively conduct preliminary
EHS risk assessment of new, renovation and expansion projects with significant
changes. Therefore, potential risk factors can be identified in a timely manner
and potential risks can be effectively managed.

In order to strengthen work safety management and create a safe and healthy
working environment, we have established a sound system of safety inspection
and hidden danger rectification. Through regular or irregular inspection, we
can identify potential risk sources and eliminate potential safety hazards. At
the same time, we develop targeted emergency plans, and carry out safety
education and safety drills to improve the response speed and ability of
employees to emergencies, and minimize the impact of risk events.

EHS Audit

In 2022, the Group has formulated the EHS audit plan and the audit
implementation plan of each subsidiary. Audits were conducted in the form
of internal cross audits, which auditors are selected from qualified personnel
of each subsidiary through voluntary enrollment and corporate evaluation to
form the Group's EHS internal audit team with the Group’s EHS personnel to
audit the EHS performance of each subsidiary. Through internal cross audits
and learning, the Group strengthened communications and exchanges of
experience among the subsidiaries to realize mutual learning and common
progress to improve EHS management.

During the Year, the Group implemented annual EHS audits for 8 subsidiaries,
including Beijing Ao He Research Institute, Beijing Sihuan, Jisi Aokang, Jilin
Jinsheng, Jilin Sichang, Benxi Hengkang, Jilin Sihuan and Jilin Zhen’ao, in
accordance with the “EHS Audit Management Protocol”. The audit covers
safety, environmental protection and occupational health. We conducted
on-site inspections on organization infrastructure, personnel allocation,
system construction, equipment and facilities, education and training,
labor protection, environmental protection and health monitoring, to help
subsidiaries identify defects and deficiencies in current EHS management and
develop special rectification plan as guidance for subsidiaries to carry out
subsequent EHS work smoothly.
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Work Safety Management

In the production and operation activities, Sihuan Pharmaceutical always
regards the health and safety of employees as its top priority. We continue to
improve the work safety policy and system, constantly strengthen the safety
management of various operations, and improve the safety awareness of
employees by carrying out safety training, safety drills and other activities,
thereby implementing the safety policy of “safety first with prevention
and comprehensive treatment” to ensure a safe working environment for
employees.

o Updating the safety management regulations: According to the
requirements of the new “Work Safety Law of the People’s Republic
of China”, Sihuan Pharmaceutical has timely updated the work safety
regulations, in order to strengthen the work safety management of the
Company and fully implement its main responsibility in terms of work
safety. At the beginning of 2022, all staff, including general manager
and labor dispatching personnel, signed the letter of production safety
responsibility to ensure that the production safety responsibility of all
posts and all employees are fully covered;

o Enhancing emergency response capability: In order to enhance
the ability to respond to emergencies, each subsidiary has revised and
improved the “Emergency Plans for Work Safety Accidents” to ensure
the applicability and effectiveness of various emergency plans; they
formulated annual emergency drill plans, organized and carried out
various drills and trainings to improve employees’ ability to respond
to emergencies and self-protection; they regularly verified the validity,
quantity and completeness of emergency rescue supplies to ensure that
emergency supplies are complete and effective;

o Investigating potential safety hazards: Each subsidiary regularly
organizes its employees to carry out safety inspections in the park,
covering dangerous goods warehouses, laboratories, kitchens, power
distribution rooms, water pump rooms, heat exchange stations,
refrigeration rooms, etc., so as to identify and eliminate potential safety
hazards in a timely manner. Furthermore, each subsidiary works with
third-party fire protection company to regularly check the operation
status of fire protection facilities in the plant area, carry out fire
protection facilities detection and electrical fire protection detection, and
timely rectify the hidden dangers found to prevent safety accidents;

o Conducting safety publicity campaign: In order to improve employees’
awareness of work safety, all subsidiaries actively carry out safety
publicity campaign, including occupational health education week and
work safety month. All subsidiaries have implemented relevant national
and local policies and regulations through various forms of propaganda,
such as training lectures, practical drills, knowledge contests, accident
case analysis, etc., which enhanced employees’ awareness of work safety
and emergency response capability.
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During the past three years, there were no work-related injuries or fatalities of
the Group; during the Reporting Period, the Group lost 0 man-hours due to
work-related injuries.

Fire Safety Management

Sihuan Pharmaceutical fully recognizes the necessity and importance of the
firefighting work, formulates and strictly complies with the”Regulations on
the Management of Fire Protection System”, establishes a sound firefighting
management and emergency response organization, implements a fire safety
management system that combines regular inspection and daily prevention,
and fully implements the firefighting work concept of “prevention oriented
combination of prevention and firefighting”.

The Group has adopted a number of measures to ensure that firefighting work
is implemented in practice. We arrange volunteer firefighters to conduct daily
duty inspections and regularly check fire safety hazards to ensure the stable
operation of the firefighting system; we organize several fire safety training
and drills to popularize fire safety knowledge, thereby raising employees’
awareness of fire safety and improve their familiarity with fire safety
procedures. Thus, fire safety is put into practice and a “firewall” is established
to protect the safety of the Company and its employees.
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JILIN ZHEN'AO — COMPREHENSIVE EMERGENCY DRILL FOR PRODUCTION SAFETY
ACCIDENTS
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On 1 September 2022, Jilin Zhen'ao held a comprehensive emergency drill for
production safety accidents. Before the drill, the workshop organized pre-planning
drill training and taught fire accident knowledge to the staff on site. During the
drill, employees were promptly evacuated, alerted and put into fire-fighting actions
under the command of the rescue team leader, which effectively improved the

staff’s ability to respond and protect themselves in emergencies. '

F IR IE SRR

Jilin Zhen’ao’s Emergency Dirill
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On 20 July 2022, Jilin Huisheng conducted a fire emergency drill in the storage area
of the warehousing department. The drill consisted of a sudden fire scenario preset
by the warehousing department, with all departments working closely together
to carry out relevant emergency operations in accordance with the emergency

understanding of the emergency plan and emergency disposal procedures. Based on
this, we discovered the inadequacy of emergency work procedures and personnel
awareness of emergency rescue in time, and the emergency management of fires
was strengthened.

A

plan procedures. The fire accident drill fully examined the degree of participants’

Z BTN JE =R
Jilin Huisheng'’s Fire Emergency Drill
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BEIJING SIHUAN - FIRE EMERGENCY DRILL
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On 15 June 2022, Beijing Sihuan conducted a fire emergency drill in the dormitory
of Zhangjiawan Park, the main contents of the drill were fire fighting and rescue
and personnel evacuation. The drill examined the effectiveness of the emergency
handling procedures, tested the linkage function of the Company’s firefighting
system, enhanced the emergency escape capability of the employees and improved
the emergency response capability of the members of the emergency response team
for emergencies.

56 IRE SR EE B R SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD
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Beijing Sihuan’s Fire Emergency Drill
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Safety Publicity and Training

In 2022, the Group continued to promote the implementation of the EHS
training program and strived to eliminate human-caused safety hazards at
source. The Group formulated and issued EHS management requirements,
including “Emergency Management of Environmental Pollution Incidents” and
“EHS Education and Training Requirements”, in accordance with national EHS
regulations and the current management status of each enterprise, and carried
out various forms of activities to continuously publicize to employees, including
EHS management case promotion, offline on-site training, online seminars and
training, and safety knowledge competition activities, etc., so as to practically
improve employees’ understanding of EHS and their professional ability to
handle related matters, and to improve the Group’s EHS management level in
all aspects.

EHS Management Case Promotion

In order to improve the EHS management system of each subsidiary and
promote the exchange and mutual learning among them, the Group actively
promotes the excellent EHS management cases of each subsidiary to carry
out the concept of “sharing experience and common development” and
fully utilize its collective strength as a group enterprise. In 2022, the Group
promoted Beijing Sihuan’s excellent EHS management case “North 4 Post
Inspection and Micro Fire Station Management”, sharing Beijing Sihuan’s
experience and insights in fire inspection to all subsidiaries, so as to prevent
accidents and strengthen emergency teams and reduce accident losses.

EHS Training Seminar

All subsidiaries have adopted different forms of EHS knowledge training
for employees, covering various aspects such as safety production law,
safety production responsibility system, dangerous chemicals, fire fighting
knowledge, special operations, environmental protection, etc., in order to

ETITNLTEEH - improve employees’ safety awareness comprehensively.
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From 28 to 30 September 2022, Jilin Huikang launched education and training
for employees on the newly revised management system of eight hazardous
operations, which clarified the responsibilities and work contents of guardians
and analysts, strengthened the compliance control of hazardous operations,
and effectively implemented the safety management of hazardous operations.
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Training Seminar in Jilin Huikang
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In 2022, Beijing Sihuan launched online dangerous chemicals training, which
was attended by more than 50 personnel including those who have contact
with dangerous chemicals, dangerous chemicals management personnel and
responsible personnel. The training included the purchase, usage, storage and
disposal of dangerous chemicals, which further enhanced the management ability
of dangerous chemicals and improved the safety awareness of the staff.
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Training on Beijing Sihuan’s Online
Dangerous Chemicals
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EHS on-site trainings

The Group trains employees by way of on-site trainings, in a view to deepen
employees’ understanding on EHS and enable them to master the operating
procedure and essentials of safe production. Furthermore, it enhanced the
coordination level among departments while facing emergencies.
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Each project of Sihuan Pharmaceutical organizes safety training and education
on a monthly basis for the personnel of all construction units to emphasize
issues that should be aware of and requirements that should be implemented
at all stages of the project. Therefore, ensure the personnel to constantly
conform with safe operation requirements and build in-depth awareness on safe
operation.

TP —

PUIR B # 2 T (ER 57
Safe operation training of Sihuan Pharmaceutical
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EHS Training

The Group attaches great importance to EHS talents cultivation. On an annual
basis, the heads of the subsidiaries and employees at all levels receive safety re-
education in line with laws and regulations. Special training courses are carried
out to deepen employees’ understanding on EHS and consolidate and broaden
their safety knowledge. In the meantime, the leader and EHS management
personnel of subsidiaries attend external EHS training courses organized by the
government annually and obtain the certificates of safety and occupational
health training. Based on this, the management understand the implications of
EHS and effectively implement the EHS system management requirements.



,.‘éﬁﬁ;ﬁﬁ

NAAEZEEZ /éiﬁ Higize s
EAZI RITFBEEZME  JEARBEZE
BERIE RS E IHEEFEIEET
& /,\?K@%)\“%%X’E%Eﬁ(ﬁlﬁﬂg%ﬁ
®-ERtERRREZESEETR
ﬁ\ﬁém@&MAﬁmﬁﬁ‘%ﬁfﬁ
EW(BNRR)EZER - EREEER
E2ERE  2HNBEEETHNSER

Comprehensive Emergency Drill

The subsidiaries organize various emergency drills to simulate all types of
emergencies situations and use emergency materials and equipment to
carry out emergency rescue, so as to strengthen employees’ capabilities
to responding and handling emergencies. Emergency drills covers fire and
explosion incident, on-site handling hazardous chemical leakage, emergency
evacuation and use of fire extinguishers, specific equipment issues (pressure
vessels), vehicle accidents, etc. It provides a full coverage of various risks in
operation and defines the emergency response procedures and requirements in
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On 6 September 2022, Jilin Jinsheng carried out an emergency drill for specific

equipment issues (pressure vessels), to simulate the scene that the equipment

in the air compressor room exceed the standard of pressure and temperature

and abnormally operate. Through the practice and observation, the

participants clarified the emergency response in emergencies and improved &

the emergency response capability.
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On 28 February 2022, Jilin Huisheng carried out an emergency drill for

accidental spillage of hazardous waste liquid leakage in the storage area of
warehouse department. The drill simulated the hazardous waste liquid with
clean water, and preset the scene of accidental spillage of hazardous waste
liquid on the ground at the production site. The on-site operators closely
cooperated with each other and carried out relevant emergency operations
according to the emergency plan, which verified the applicability and
operability of the emergency plan and improved the emergency response
capability of employees.

case of emergencies, so as to achieve effective and timely response.

FIEFFRE AR /%%i’?/f*w\ﬁ

Emergency drills for specific equipment issues

in Jilin Jinsheng
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Emergency drill for accidental spillage of hazardous
waste liquid chemical leakage in Jilin Huisheng
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Environmental Management

Sihuan Pharmaceutical attaches the importance to the impact of our business
on the environment, adheres to the concept of green development and
integrates it into the whole process of our production and operation. Sihuan
Pharmaceutical strictly abides by the “Environmental Protection Law of
the People’s Republic of China”, “Atmospheric Pollution Prevention and
Control Law of the People’s Republic of China”, “Water Pollution Prevention
and Control Law of the People’s Republic of China” and “Law of the
People’s Republic of China on the Prevention and Control of Environment
Pollution Caused by Solid Wastes”, and other laws and regulations related
to environmental protection to respond to the national dual carbon policy,
promote green and low-carbon transformation, and build an eco-friendly
enterprise.

In 2022, in line with the principle of “energy saving and cost reducing,
pollution decreasing and efficiency increasing”, the Group further improved
the management system related to energy conservation and emission
reduction. We implemented digitalized management to constantly monitor
pollutant emission, promote refined production projects and actively carry
out energy conservation and emission reduction work. In the meantime,
we strengthened environmental protection publicity, advocated green
and environment-friendly office by actively promoting energy and water
saving, and resources sharing in office, in an effort to achieved sustainable
development.

Emissions Management

The Group strictly abides by the laws and regulations related to emissions
management. The Group formulated the “Wastewater, Exhaust Gas and Noise
Management Protocol” and other internal systems to provide guidelines for
all departments and subsidiaries to standardize emission and regularly verified
the discharge process and relevant indicators, to ensure the discharge of three
wastes is compliant. In the meantime, we reasonably disposed and reduced the
emissions of wastewater, exhaust gas and waste by continuously optimizing
and upgrading our equipment and techniques. We actively apply for and renew
emission permits and regularly conduct environmental impact assessments,
striving to prevent and control environmental pollution.

Exhaust Gas Emissions

The exhaust gas generated in the daily operation of the Group is mainly
production exhaust gas and domestic exhaust gas. The production exhaust
gases mainly come from the boiler, as well as the volatile organic compounds
("VOCs") generated in the process of drug quality inspection and package
inkjet printing. The domestic exhaust gas mainly comes from canteen
lampblack. We continued to strengthen exhaust gas management and strictly
abided by “Integrated Emission Standard of Air Pollutants” and “Emission
Standard of Air Pollutants for Boilers”, and other requirements related to
exhaust gas Emissions. Through strict handling process of exhaust gas, we
effectively disposed of exhaust gas to prevent air pollution or health damage.

For production exhaust gases, we adopt standardized handling process and
treatment technology of exhaust gas and regularly entrust a third party
to conduct exhaust emission testing to guarantee the legal discharge of
production exhaust gases. For domestic exhaust gas, we install lampblack
treatment facilities and guarantee the normal operation of these facilities to
mitigate the impact of exhaust gas emissions.
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Wastewater Discharge

The wastewater generated during the Group’s production and operation is
mainly production wastewater and domestic sewage. The Group abides by
the “Water Pollution Prevention and Control Law of the People’s Republic
of China” and “Integrated Wastewater Discharge Standards” and other
laws and regulations to discharge the wastewater after unified treatment in
the company’s sewage treatment station, so as to reduce the impact on the
surrounding water resources and soil.

The Group adopts standardized wastewater treatment process and technology
to effectively treat high salinity, high concentration wastewater and domestic
sewage. We install an online sewage monitoring system at the main outlet
of the sewage station to monitor key indicators such as chemical oxygen
demand (“COD") and ammonia nitrogen discharge. We also regularly upload
the pollutant monitoring results to the local ecological environment bureau.
Through the online monitoring system, sewage discharge is monitored in real
time for the analysis and treatment of sewage exceeding the standard in time,
thus ensuring the compliance of wastewater discharge.

The EHS department of the Group regularly inspects the management of the
sewage station to ensure the normal operation of the plant equipment. At
the same time, we regularly take water samples for testing of water quality
factors and entrust third party organizations to conduct annual wastewater
quality tests to ensure that the wastewater discharge complies with the
corresponding national laws, regulations and standards. In addition, the Group
actively conducts relevant environmental protection training on the wastewater
treatment processes and techniques of sewage station, so as to improve the
staff’s technical and operation level and ensure the wastewater is treated in an
efficient way.

During the Year, the Group had no problem in obtaining applicable water
sources.
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Waste Management

Non-hazardous waste of the Group mainly includes production waste, such as
general industrial solid waste, and daily garbage, such as kitchen waste. The
EHS department of the Group is responsible for supervising and managing the
treatment of production waste, and regularly transferring it to a professional
third party for harmless disposal; the administration department is responsible
for the management and classification of daily garbage, and they send it to
sanitation companies for disposal regularly.

Hazardous waste of the Group mainly includes chemicals and medical waste
from production and R&D, waste activated carbon and sewage sludge
generated in the process of emission reduction, as well as small quantity of
office supplies such as waste ink cartridges and toner cartridges. We strictly
abide by relevant laws and regulations on the management of hazardous
waste, and strictly supervise and manage the generation, collection,
classification, labeling, recording, storage, transportation and disposal of
waste in accordance with internal systems such as the “Provision on Hazardous
Waste Management”. We also adhere to the management approach of
“More rotation, less temporary storage” to handle various hazardous wastes
by entrusting qualified third party through the environmental monitoring
platform. At the same time, we provide regular training to relevant staff
to help them familiarize with the waste treatment process and ensure that
each link is accurate and controllable. In 2002, in order to ensure the safety
and compliance of the waste treatment process, Jilin Sihuan renovated the
hazardous waste rooms in accordance with the requirements, added the
exhaust system and updated the signs, while re-treating the ground with water
and seepage prevention to further improve the waste temporary storage and
treatment facilities.
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Energy and Resource Management

Sihuan Pharmaceutical believes that efficient energy and resource management
is the cornerstone of achieving sustainable development. The Group has strictly
complied with the “Energy Conservation Law of the People’s Republic of
China” and other laws and regulations and prepared the “Resource Utilization
and Energy Consumption Management Protocol” to guide each department
and subsidiary of the Group to rationally control the usage of energy and
resource. Moreover, they conduct standardized and systematic supervision and
management of energy consumption by setting energy conservation targets,
monitoring energy consumption and conducting energy analysis. Meanwhile,
we also conducted regular energy-saving training for our staff to raise
their awareness of energy saving and environmental protection, promoting
sustainable production methods that save energy and increase efficiency.

Energy Conservation and Emission reduction

o Conservation of electricity
We strictly manage electricity consumption during the production
process. All production and auxiliary workshops are equipped with
voltmeters for measurement to keep track of electricity consumption
in real time and ensured economical and safe use of electricity. For
production electricity consumption, we require centralized production
in stages and streamline production procedures to reduce the electricity
consumption during equipment start-up and preparation. For non-
production electricity consumption, we set up an inspection system
and reasonably deploy air conditioning and heating, which significantly
reduce electricity consumption. At the same time, we also effectively
reduce the electricity consumption by upgrading frequency conversion
equipment, transforming the cooling system, using LED lighting,
installing solar photovoltaic devices and other optimization measures.
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Beijing Sihuan signed an energy conservation renovation contract with a third party to renovate the equipment in central air
conditioning room by using energy conservation technology of “artificial intelligence management system (hardware and software) +
Internet of Things technology + energy conservation renovation of room equipment + free cooling renovation in winter”. This allows
it to achieve the required electricity-saving and energy-saving capacity and thus reduce the energy consumption.



LERTiE  HEER
Ensuring Safety and Pursuing Green Development

\_\

Sh IR B — [ROKVA RN BE 2 G m £ EE T H
AMBEST PHARMACEUTICAL - ENERGY SAVING, CONSUMPTION REDUCTION AND

LEAN PRODUCTION PROJECT FOR RAW
WATER STATION -

=F
BA AMBEBR KRB AXNAEERD  EEBEHKRERERE
= BBERA  DIENEEBEER o oL T RIBELE R K BRI U 12

FRTAURBOERS  BAINREEEBRIE  AFRENHEE
o

Currently, the starting mode of the water pump in the plant of Ambest
Pharmaceutical is direct starting, which is mainly harmful to the pump
motor, and the starting current is large, which is easy to cause the
motor overheat and burn. Therefore, Ambest Pharmaceutical added
a frequency converter to the control box of the raw water treatment
station. Through frequency adjustment by the frequency converter,
water pumps in the plant are controlled by variable frequency
starting. In addition to the advantage of soft starter, it can also set
any operating speed so as to achieve significant energy saving and
consumption reduction.
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Rendering of frequency converter added to well
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In order to save steam consumed in the production process and domestic
heating, the Group has formulated corresponding rules and regulations
for units that use stream to follow and require steam consumption
should be carefully recorded and regularly summarized. Meanwhile, we
updated the production equipment and improved the heat system of
its workshops by recovering the waste heat of condensate water and
transferring it into heat. By recycling the condensate water, we enhanced
the utilization rate of steam and reduced steam consumption. Besides,
we regularly overhauled the steam pipeline to reduce steam waste caused
by leakage of the steam system, thereby achieving energy saving and
consumption reduction.

VIR B8 8292 iR R B B BR 2 &) SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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Conservation of Water Resources

With the focuses on improving water utilization, the Group continuously
optimized the management of production water. According to the production
tasks and seasonal changes of the workshop, the person in charge of the
power uniformly conducted water scheduling, while optimized and upgraded
crafts with high water consumption based on the monthly statistics of water
consumption. Meanwhile, we actively promoted the advanced water saving
technology and equipment, advocated the recycling and reuse of water
resources. We also required the water supply and gas supply workshop to
realize the closed-circuit cycling of water as far as possible, so as to ensure the
concentration times as well as improve the cooling efficiency of the equipment
and the utilization rate of water resource. The Group also strengthened
the inspection and maintenance of water equipment in daily management
and promptly dealt with the phenomena of leakage so as to reduce water
consumption. In addition, we actively carried out publicity and education on
water conservation to enhance the awareness of water conservation among all
employees. Violations of water conservation regulations and waste of water
shall be given a disciplinary punishment depending on the seriousness of the

circumstances.
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Jilin Jinsheng designed a recycling and reuse device for primary
concentrated water in the pump room. The primary and secondary
concentrated water recycled by such device will be used in the
daily front-and-back washing stage for the pre-treatment system
of the purified water machine. Daily recycled and reused water
can also be used for the replenishment of water of cooling water
tanks and chilled water tanks in the pump rooms. Such upgrade
not only reduced the discharge of wastewater, but also improved
the utilization rate of water resources and significantly reduced the
consumption of water resources.
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Device for water resources recycling and reuse of Jilin Jinsheng
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Saving of Packing Materials

In line with the development trend of green packaging, the Group reduced
the adverse impact of product packaging on the environment from three
dimensions, including package design, selection of packaging materials and
packaging optimization by using environmentally friendly packaging materials
and saving the amount of materials etc.

e
Package design

B RE

Selection of packing materials

BEEL

Packaging optimization
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The Group has re-designed a scientific
packaging structure based on the
drug specifications. Not only satisfied
the common functions and drug
quality, the packaging also reduce the
consumption of materials significantly.
For the inner and outer packaging
and instructions of drugs, three-color
printing is used to reduce the amount
of ink used.
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On the basis of ensuring the quality
of drugs and stability of various
components, the Group gives priority
to the use of environmentally friendly
packaging materials to reduce the
environmental impact of disposal of
packaging materials; we reasonably
selects the size of carton, the size of
product instructions and the thickness
of paper to reduce waste of paper.
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For the marketed products, the Group
optimizes the existing packaging forms
upon exploration for new environmentally
friendly processes and repeated craft
validation, so as to realize the efficient use
of materials and save packaging materials
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Green Office

REBRY TAHRRAETAREBEEHE) The Group has formulated internal systems such as the “Office Code of
CRIRDEEBHEYZEAILEE - L8 Conduct Management System” and the “Garbage Classification Management
THEIRREY  BEE T EREHA System” to strengthen employees’ awareness of environmental protection
RE -BREIERBEEN  BMAETHA and energy saving and encourage them to create a green office environment.
ETHUBERNAEN/KEFEAHBR  He In addition to employee self-check and self-inspection, we also arranged
BREE - [ B GHEERAET personnel to regularly inspect the use of water and power in the office to
b~ @BE&E - BEPWARE  FHIERE avoid waste of resources. Meanwhile, we proactively promoted the office
o automation and networking, so as to improve office efficiency and reduce

power consumption.

BRI S E A ZE TR E R AR - WAEZERRBERMERETRERD EAERREAHAER - R FHeERE -
Temperature and use time of the indoor air conditioning are strictly controlled, while reminder signs are posted at the
switch of air conditioning. Power should be turned off when not in use to reduce stand-by energy consumption.

R REERNFHEAEMARBREERS  FUERASEFTFPIRE  EASKBREREEABHAR - BB
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Human body sensor is added to the downlight in the corridor of office building, so that people do not need to
manually turn on the light when it is not necessary, and the sensor light will automatically turn on and off when
people pass by, thereby reducing power consumption.

SEFABRRAEERIKENEENEE - ZFHIFERE - BOERER -
Number and allocation of electric water dispensers are reasonably adjusted in the office buildings, and their switch-
on time is controlled to reduce power consumption.

SIERRAERAFES  TEH  EHE - BHE  SERSAERE THERZEFER  RLEFHARBER
FNFFHERERE

Reasonably turn on and use computers, printers, copiers, scanners, fax machines and other electrical equipment,
and switch off the equipment before leaving the office, to reduce the power consumption and stand-by energy
consumption of electrical office equipment.

BBEFERRMTES  BREISHOMAK  BRRKAKEERBASHEBAS - REETEE -
Reminders are posted in the toilet area to urge employees to save water, and timely inform relevant personnel in case
leakage of the water faucet are found so that it can be fixed in time.
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Paperless office is advocated. The use of electronic documents and e-mails is advocated for communications in work.

BEXH  ZERBBEHHARNELIE RBH  BHFEEXH @ 2RHEFENRNSEE - BREH - ZH  EH -
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Documents are simplified and lessened, and work is arranged through meetings instead of issuing documents.
Necessary printings required accurate quantity to avoid reprinting and excessive printing; we require double-sided
printing and copying and only allow colored printing when necessary.

BEBPIARR B B By AR SR B A - 1§ AT R T BB ALsR T — ISR S EER T A - BIAVARSR o
A fixed paper recycling bin is provided in the department to collect and recycle reusable paper in a unified way to
save paper.

HZITENH - IITENMEEAE - R R A —SITEH - BAORERE REBE - SRR
We use shared printers and connect the printers to the network, and we share a printer in the office area, so as to
reduce idle equipment, improve efficiency, and save energy.

EMHANBEERAAREETEAEE  EIFREETEAGE
Designated persons are responsible for managing daily office supplies of the department, and employees should
strictly follow the application and requisition regulations.

THREFRESTHRARZEEB R [RETITES  XMEMARE - RTEBRHEM -
Greening activities and the “vegetable basket” program are carried out in the unused space of the plant area to
improve the office environment and provide food materials for employees’ working meals.
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‘ ‘ A vehicle sharing is encouraged and a group of public vehicle administrators is established on a vehicle sharing
platform to share travel information. Employees with similar travel routes in business trips should ride the same
vehicle to improve vehicle use efficiency. Meanwhile, vehicle sharing is encouraged through subsidies and other
means.

HWTRABEAERER  EREROARRYHRBENRE - #AE  SEREZRBETRE  WHAELHER -
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Online management of office vehicles is implemented. The application, scheduling, maintenance, etc. of office

n]n] DD s MITE@WAZ  BREERAZTTARYARBEREH  HEBTTIEELS  EIHESZWTRMARERE

vehicles are carried out via the online OA system to reasonably arrange vehicles and avoid waste of vehicle
resources.

s BAHFEYE ZMETAFTAPRABLAABRELKE @ SEHT -
Through daily publicity and guidance, employees are encouraged to take public transportation in daily life and to
practice low-carbon travel.

BEEY)EE Waste Management
A

o FIECRHEEERGIE) - BERPAENROHHEWE - TRFERX  ZEEHE -

The “Garbage Classification Management System” is formulated to ensure the office garbage is collected after
classification, transferred timely, and disposed properly.

BB HEBWSIRRE - EH AR R B R - RAEFENTOREL - BRICMES(ERKT -

Recycling bins to distinguish recyclable and non-recyclable garbage to improve the level of domestic waste

reduction, recycling and harmless management.

SRENEEIRE - BRNFSEF - 5188 TETAIEAIRE Y -
Posters are set up and garbage classification training are carried out to guide employees to recycle garbage
reasonably.
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Environmental Objectives

1.

Saving of Energy and Resources

Aiming at reducing resource and energy consumption in the production
and operation process, the Group formulates management regulations,
optimizes production equipment, adopts a digital approach to
continuously monitor consumption of such energies as electricity and
steam. The Group also continuously optimizes production processes
through analysis of energy and resource consumption. Some subsidiaries
combine energy resource consumption with employee performance
to encourage employees to actively promote energy conservation
and consumption reduction. The Group plans to implement relevant
guantified environmental objectives in all subsidiaries. Through the
coordination of multiple positions and sharing of resources, we can
improve energy management level and energy utilization efficiency. In
this way, we can create a resource-saving enterprise.

Saving of Water

The Group prioritizes the use of efficient water saving equipment and
continues to retrofit existing equipment to improve the utilization
of water resources. The Group plans to implement water-saving
performance appraisal in all subsidiaries and encourages them to set
goals and take relevant water-saving measures based on their own
business conditions and review and reflect on the completion of annual
water-saving tasks in the year-end summary. Therefore, we create
good water-saving atmosphere and utilize water resource scientifically
and rationally to implement the Group’s philosophy of sustainable
development.

Reduction of Three Wastes

Improper discharge of the three wastes will affect the atmosphere, water
resources, soil, etc., and it will cause serious environmental pollution.
The Group has always been committed to reducing the discharge of
three wastes in the process of production and operation. We standardize
the discharge process of three wastes by establishing various internal
systems, and we monitor the discharge of three wastes by optimizing
the treatment process, installing an online monitoring system and
conducting regular third-party testing. Thus, we reduce the impact on the
environment.

We would try our best to achieve the following goals:

o Discharge of wastewater, waste gas, waste and other pollutants
meet the standards.

o Eliminate environmental pollution incidents and try to achieve zero
environmental pollution incident.
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Proactively Responding to Climate Change

Climate change is one of the great challenges that the world is currently facing.
The Group is well aware of the impact and risks of climate change on various
industries, and regards climate change response as an important consideration
for business development. We actively respond to the country’s policies on
carbon peaking and carbon neutrality, pay close attention to the climate
change risks related to the Group’s business in the process of production
and operation, evaluate its impact on the continuity and stability of the
Group's business, actively take countermeasures to improve energy efficiency
and reduce greenhouse gas emissions, and we strive to shoulder the global
mission of addressing climate change. At the same time, the Group timely
seizes opportunities related to climate change to promote the sustainable
development of the Group's business.

1. Governance

The Board of Directors and the Risk Management Committee of the
Group, assisted by the ESG Working Group, continuously review the risks
and opportunities of climate change, identify and assess climate risks with
great impact on and high relevance to the Group’s business, supervise the
management and implementation of climate change-related work such
as energy conservation, emission reduction, and green operation, and
actively participate in the Group’s climate change governance.

2. Climate Risk Management
The Group actively reviews the trend of climate change, continuously
pays attention to the impact of climate change on the Group’s short-
term and long-term production operations, and we sort out and identify
climate change risks related to the Group. In order to effectively manage
the risks related to climate change, the Group has developed targeted
response measures to minimize the impact of climate change.
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Physical risks

e Extreme weather events caused by climate change, such o
as heavy rain and typhoons, will cut off power, resulting
in water and power outages or equipment damage in the
factory area, and then a decline in production capacity,
affecting business continuity to a certain extent, and even
threatening the personal and property safety of internal
and external stakeholders; o

e Changes in weather patterns lead to extreme heat, which
can negatively affect the health of workers who work in
high temperature continuously;

HEE - LIRS E I ARRERD -

Changes in climate patterns can lead to higher operating
costs, for instance, power curtailment policies may lead to
increased production operating costs;

In response to extreme weather events, the Group has
formulated extreme weather emergency plans according
to actual operating conditions, and organized personnel
to carry out daily inspection and early warning;

At the same time, we maintain close contact with
meteorological and water conservancy departments to
study defense countermeasures for possible disasters and
clarify defense priorities;

In addition, we reserve sufficient emergency materials and
actively conduct disaster prevention training to improve
the self-protection ability of our employees.
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Transition risks

e Climate change-related compliance disclosure requirements °
are becoming more stringent, and relevant national or local
policies have been introduced successively, which may
limit carbon emissions and have an impact on the Group's
production and operations;

e The climate change may lead to an increase in the cost
of raw and auxiliary materials and energy used in the
production of drugs. And affected by the major climate
changes, logistics costs are also surging, which may affect
the stability of supply chains. o

e Under the low carbon trend, the Group will need to
effectively manage its own carbon emissions and those of
its supply chain in the future, as a long-term damaging
impact on the climate will result in negative impacts such
as the loss of customers, employees, investors, etc. .
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The Group actively carries out research on the market
of raw and auxiliary materials, and has established a
linkage mechanism of raw materials, auxiliary materials,
packaging materials and finished products to master
the market changes in real time. We carry out the
construction of the Group’'s procurement platform
which provide support for decision making based on the
big data platform. We also reserve core materials for
production, and purchase general-purpose materials used
by subsidiaries through centralized procurement, which is
conducive to reducing the cost;

We constantly optimize the processes, save energy and
reduce emission in production and operation, implement
paperless office and the office resource sharing system
in daily office to effectively control carbon emissions,
striving to create an environmentally-friendly business,
and establish a positive brand image;

We track various national and local laws and regulations
in a timely manner and strengthen the tracking and
emission supervision of greenhouse gases.
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Climate-change opportunities

While climate change brings risks to the development of the Group, it
also creates opportunities for us. Taking active measures to mitigate
climate change or adapt to climate change will help us to stand in a more
favorable position in the context of low-carbon economic development.
In terms of business development and company operations, we will
always focus on the climate change-related opportunities, timely track
and conform to the national industrial development strategy, and actively
lay out green and low-carbon products and business, replacing the
existing products and services with products and services with low-carbon
emissions. Besides, we promote production and operation by methods
such as digitization. It can reduce the operating costs of the enterprise
effectively, promote business development, and enhance the corporate
competitiveness greatly.

In the meantime, the Group actively takes measures to seize the development
opportunities of climate change, accelerate the promotion of green
transformation, and contribute to sustainable development. During the Year,
the Group deposited USD20,339,100.48 with the Bank of Communications
for the Green Deposit. It is designed to absorb surplus funds from corporate
customers and invest them in eligible environmental projects in the form of
loans. The projects include renewable energy, energy efficiency, pollution
prevention and control, green buildings, clean transportation and sustainable
water management and wastewater treatment, environmental sustainability
management of biological resources and land resources. Through the Green
Term Deposit Plan, we have laid out more green and low-carbon products to
promote sustainable economic development. We have also been recognized
for our practice in promoting green transformation and fueling sustainable
development. During the Year, we received the “Green and Sustainable
Finance Award” from the Bank of Communications.

HREMAFES AR

Green and Sustainable Finance Award
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Our Commitment

In order to managing climate change risks on an effective basis, we
have incorporated climate change-related risks into the Group’s risk
assessment management system. In the future, we will continue to review
the opportunities and risks of climate change in compliance with the
ESG reporting requirements of the Stock Exchange, and timely conduct
identification, evaluation and management of related risks. Moreover, we
continuously disclose climate change-related environmental indicators,
and enhance the resilience of the Group’s strategy and business to
facilitate the achievement of our sustainable development goals.
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Sihuan Pharmaceuticals is aware that talent is the core capital for sustainable development of the enterprise, and it always adheres to the
operating concept of “empowering enterprises with talents”, and is committed to constructing a high-quality talent team. We established
sound talent management system to select, cultivate and motivate talents from multiple directions to bolster the development of their
personal abilities. Moreover, based on humanistic care, we have created a complete welfare and care guarantee system for employees.
Based on this, we build an equal, inclusive and diversified working atmosphere to improve employees’ work identity and sense of
belonging, and also promote employees to grow with the Group together.

ESG &N ESG performance

M B T(h1t57.26% Female employees accounted for 57.26%
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Respecting Talents

Equality and Diversity

The Group regards talents as a key to a long-term corporate development and
always adheres to the concept of putting people first to respect and protect the
legitimate rights and interests of all employees. We are committed to creating
a diversified and inclusive working environment for employees. We strongly
oppose any discriminatory behaviors due to religion, gender, age, marital
status, disability and other factors and equally appreciate the characteristics of
each employees and the value brought to the development of the Group and
the industry.

In terms of talent recruitment, we strictly comply with the relevant laws and
regulations, and we have been enhancing our employment management
and continuously promoting standard employment and equal employment.
Moreover, we carry out recruitment through multiple channels in an orderly

manner to attract diversified and high quality talents.
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In strict compliance with the “Labor Law of the People’s Republic of China”, “Labor
STANDARD | Contract Law of the People’s Republic of China” and other laws and regulations related to
EMPLOYMENT labor standards, we strictly prohibit child labor or forced labor. A rigorous scrutiny will be
conducted over the qualifications of the candidate during the recruitment process. If any
candidate is found to be under the legal working age in the verification of his/her original ID
card, we will disqualify him/her from employment. During the Year, the Group did not find

any illegal events related to child labor or forced labor.
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In strict compliance with the “Labor Law of the People’s Republic of China”, “Labor
EQUAL " | Contract Law of the People’s Republic of China” and other laws and regulations related to
EMPLOYMENT labor standards, we strictly prohibit child labor or forced labor. A rigorous scrutiny will be
conducted over the qualifications of the candidate during the recruitment process. If any
candidate is found to be under the legal working age in the verification of his/her original ID
card, we will disqualify him/her from employment. During the Year, the Group did not find

any illegal events related to child labor or forced labor.
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At the same time, we formulate annual recruitment plans to meet the
Company’s employment needs based on the Company’s adjustment to
development strategy and the analysis of human resources stock and
demand. During the Year, we adopted the recruitment strategy of combining
introduction with internal cultivation and expanded the scope of recruitment
through cooperation with external recruitment channels. In addition, we
actively build up an internal management system to explore internal high-
potential talents via the “internal competition” system, so as to guarantee the
sufficient talent supply of the Group and promote sustainable development of
the business.

In addition, the Group attaches importance to retain talents and continues
to enhance employee turnover management. For employees who leave
voluntarily, the Group actively carries out interviews to understand their
reasons for leaving and makes analysis and conclusion thereon, so as to provide
optimization advice for employee management and talent retention. As of 31
December 2022, the Group had a total of 3,313 employees, among which
female employees accounted for 57.26%.

Performance Appraisal

Under the performance appraisal principles of “strategic orientation, feedback
for improvement, sense of responsibility and self-discipline, and objectivity
and fairness”, the Group reasonably decomposes its strategy into performance
appraisal indicators for employees at all levels and positions through a
three-level namely the “Group level, department level and positional level”
performance indicator system, in an effort to propel the implementation of
each appraisal indicator, and achieve the unity of staff growth and the Group’s
development.

The Group is committed to establishing a fair and reasonable performance appraisal
mechanism. According to the management requirements under systems such as
the “Performance Management System for Employees of Sihuan Pharmaceutical
Holdings Group Headquarters”, and the “Performance Management System for
Middle and Senior Management of Sihuan Pharmaceutical Holdings Group”, the
Group conducts targeted performance appraisal management for employees at
different levels and specifies the duties of the performance management body and
the content of performance indicators. In addition, the Group has incorporated
employees’ attendance into the performance appraisal process in accordance
with the “Attendance Management Policy”. During the Year, in order to further
optimize the performance appraisal mechanism, the Group clarified the task focus
of the quarterly appraisal of subsidiaries from the organizational performance
aspect, unified the content and appraisal standards of each performance key
indicators, and established a standardized appraisal structure with financial,
operational and key special tasks as the core.
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In addition, we have continuously strengthened the process management
of the performance appraisal and adhered to the model of one-to-one
performance coaching between the appraiser and the appraised person in the
development of performance indicators, so as to promote the implementation
of performance evaluation objectives. In order to enhance the marketing
system and the control efforts of the Group’s functional departments in the
process of performance, we strengthen the appraisal implementation targeting
the key elements and results tracking during the performance appraisal.
In addition, the Human Resources Center summarized and analyzed the
problems in each link of the operating process of performance appraisal, and
worked with the IT department to continuously optimize the using effect of
the performance appraisal process form in the office automation system (OA
system) based on the feedback and suggestions from each department on
conducting performance appraisal evaluation process under OA, effectively
improving the efficiency of performance appraisal.

Remuneration and Promotion Management

In strict compliance with the laws and regulations such as the “Labor Law
of the People’s Republic of China”, “Social Insurance Law of the People's
Republic of China”, and “Provisions on Minimum Wages"”, the Group
formulated and implemented the “Remuneration Management Policies” and
“Sihuan Pharmaceutical Holdings Group Employee Promotion Management
System”. In addition, by adhering to the remuneration management principle
of “total control, strategic orientation, post value orientation and performance
orientation”, the Group continues to optimize remuneration management
system and acknowledges the value created by employees to achieve the
Group's long-term strategic goals.

To optimize remuneration management, the Group has established a remuneration
committee which is responsible for decision-making on optimizing remuneration
management policies and strategies, and we also established the human resources
department that is responsible for implementing daily work such as salary payment,
adjustment and research. We provide performance bonus for employees based
on their annual performance appraisal results, and dynamically adjust employees’
salaries after taking into account internal and external factors such as remuneration
policies, remuneration survey results and inflation. Therefore, our employees are
provided with compensation packages that are competitive in the market. At the
same time, the Group provides targeted remuneration policies positioning and
remuneration structure types for management, production, R&D, marketing and
professional and technical employees.

To promote mutual enhancement between the Group and its employees
and to broaden employees’ career paths, the Group has been optimizing the
internal talent selection system in line with its development strategy under a
merit-based philosophy, so as to build a high-quality talent team. We have
developed a promotion qualification assessment system in which staff quality,
capability, post matching degree and performance appraisal are used as
evaluation criteria, constructing a platform for fair, reasonable and transparent
competition for employees.
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During the Year, in line with the adjustment to the talent cultivation strategy,
we carried out the “2022 Talent Team Construction Project” and set up a joint
project team of talent team and talent cultivation to carry out talent screening
work. By interviewing and collecting relevant information, we analyzed
the competence and performance of employees and middle management,
evaluated and screened out key training objects for the talent team
construction, and formulated a talent screening and analysis report. Based on
the screening data analysis, we made clear the direction of talent distribution
and promotion of the Group, and developed targeted strategies and plans
for talent development. Persons in charge of the Group’s departments and
subsidiaries are responsible for the implementation of any specific plans for
the training of key talents, while the Human Resources Center is responsible
for periodic follow-up of the training progress, ensuring efficient promotion
in the talent development strategic plan. The talent team construction project
reserves key talents to achieve the Group’s development strategy goals,
effectively reduces talent turnover, boosts our talent’'s competitiveness, and
contributes to the sustainable development of the enterprise.

Training and Development

With the aim to build a comprehensive talent cultivation and learning
development system, the Group, based on the strategic development goals of
the Group and employees’ needs for career development, conducted various
online and offline training and gradually established a diversified training
system. In addition, we provided abundant training resources for employees to
meet their needs in exploring their career potentials and enhancing personal
capabilities, so as to ensure a steady supply of talents for the Group and
achieve a win-win situation between the employees and the Group.

During the Year, in line with the Group's internal training and talent development
requirements, the Human Resources Center has taken lead to jointly build an
online training platform with the digital operation center and the corporate
propaganda department, and actively promoted the operation of the training
platform. All online courses on the training platform are developed and delivered
by the Group’s employees with their working practices and experiences as
training materials, establishing a training mode of sharing and learning with each
other, thereby efficiently boosting the development of the Group’s business.

To meet the personalized learning needs of our employees, we offer a
variety of courses covering leadership, professional quality, production, R&D,
marketing and professional skills for employees on our training platform, which
enhance the comprehensive quality of employees of each business function.
During the Year, a total of 617 courses were uploaded to the training platform,
and a total of 1,465 visitors accessed the platform to study.
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In October 2022, the Human Resources Center organized key talent S EEER . ...
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training which towards the Group’s senior management and top-
tier talents, with a total of 70 employees attended. The training
is held by means of e-book reading, live broadcasts and offline
training seminars to develop and improve the personal capabilities
of employees in a multi-dimensional manner.
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The Group’s key talents participated in live special training

—E-—F . AKEBRKTFARIE IEIIE In 2022, the total training hours for the employees of the Group and its
B £3286,522.59/\BF + 3R RI - BE AL & subsidiaries amounted to 86,522.59 hours. The percentage of employees
PHXIEE B DL RBLEENXIIT trained and average training hours per employee by gender and grade are as
BRSO TR ¢ follows:

o IRURIEISHIEES TS e Average training hours of employees by gender:
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Percentage Average

of employees training

Bl Gender trained hours

5 Male 96.89% 16.23

1°8 Female 99.22% 12.09
o IRBBEISHIEETFHZINRE e Average training hours of employees by grade:

FIEER DL FHFHH

Percentage Average

of employees training

B4R Grade trained hours

HEE R A Director or above 82.31% 16.66

BIREE Manager or head 94.95% 14.56

TWET General staff 99.27% 13.49
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Employee Care
Employee Health

Sihuan Pharmaceutical considers the health of its employees as an important
factor for the long-term and stable development of the Company and is
committed to creating a comfortable and safe working environment for
employees. We strictly abide by the “Provisions on the Supervision and
Administration of Occupational Health at Work Sites” and other laws and
regulations, have formulated and implemented the “Employees’ Health
Management Procedure”, to standardize the employee health management.

We continue to pay attention to the health of employees, and regularly
provide employees with general physical examinations and occupational health
examinations with health files established to track their health indicators
over time. Meanwhile, we organize a lot of health knowledge training and
assessment to raise awareness of disease prevention among the employees
and promote health knowledge. In addition, we have built various auxiliary
facilities in the office area, including basketball courts, badminton courts, table
football and table tennis tables and multi-functional hall for our employees
with different exercise needs, so as to actively promote a healthy lifestyle to
employees.

The Group adjusted its epidemic prevention and control mechanism in a timely
manner based on the epidemic prevention policy. During the critical stage
for epidemic prevention and control, we set up an epidemic prevention and
control working group to protect our employees and formulated and adjusted
epidemic prevention and control measures. Therefore, we ensure the safety
and orderly running of production and R&D works with daily health monitoring
for employees, campus disinfection and distribution of epidemic prevention
materials.
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Employee Communication and Care

The Group strives to establish a smooth and flexible communication
mechanism for employees and listens to their voices in a variety of methods.
For issues relating to salary, performance, attendance and employee relations
in their daily work, they can communicate and consult with the Human
Resources Department in real time through internal communication tools.
Meanwhile, we provide a complaint mechanism and channels for employees,
and employees can appeal, report and complain through the supervision
hotline of the Auditing and Supervision Center. We also set up a corresponding
complaint handling institutions to ensure that staff complains are effectively
resolved and protect their legitimate rights and interests.

The Group continues to optimise the employee welfare and care system and
strives to improve the quality of life of employees and improved their sense of
belonging. We have formulated the “Attendance Management System”, which
specifies the working hours, calculation of overtime work and compensation
and relevant matter to protect the legitimate rights and interests of employees.
Employees’ leave arrangement is properly managed as the system clarifies
the leave application process, and provides for statutory holidays, annual
leave, marriage leave, maternity leave, paternity leave, breast-feeding leave
and others. At the same time, the Group makes on time and full contribution
of the statutory “five social insurance and one housing fund” for employee
and provide statutory holidays and paid holidays. In addition to this, the
Group provides employees with diversified welfare guarantees, including
food subsidies, communication subsidies, special post subsidies, commercial
insurance and others. In addition, we attach importance to the work-life
balance of our staff and actively carry out various staff activities in addition to
work, such as the selection event for Women’s Day, tug-of-war competition,
basketball match, hiking activities, knowledge contest and other activities.
Therefore, our staff can maintain a better attitude towards work and life, and
improve their sense of happiness, belonging and identity.
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In order to create an atmosphere of caring for women’s development and influence and to enhance
the pride and happiness of female employees, the Group organised and carried out the selection of
“Most Beautiful Women of the Sihuan Pharmaceutical - Advanced Individuals of Women's Work”
on the occasion of Women's Day. At the event, 37 female employees were selected from various
departments as models, confirming the outstanding contributions of female employees in the
Group's development and showing the image of the Group’s female employees. The Group presents
the representative of these models to inspire all female employees to work hard and show the power
of women of the new era.
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In order to further promote the study and popularization of laws and regulations on
the protection of women'’s rights and interests and to protect the legitimate rights and
interests of female workers in accordance with the law, Benxi Hengkang organized
employees of the Company to study the Special Rules on the “Labor Protection
of Female Employees” and the “Law of the People’s Republic of China on the
Protection of Women's Rights and Interests”. We also sent employee representatives
to participate in the knowledge contest held in the Beijing High-Tech Zone in March
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Poster of Women's Day Event

2022. By encouraging employees to participate in the contest, the Company has Kt ZREET S
aroused the interest of learning and applying the law among female employees, Spot Shot of Regulations Study of Women's
creating a good atmosphere of respecting women's rights and interests and caring for Rights and Interests

female employees throughout the Company.
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To celebrate the anniversary of the establishment of Sihuan Pharmaceuticals, we
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organized an anniversary celebration event. The Chairman and co-founder were PHARM

invited to give a speech on the Group’s future development strategy, overall culture

and reward system, in order to strengthen the cohesiveness of the Group. I ES Bk v 0 1 B
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21st Anniversary of Sihuan Pharmaceuticals
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The 9th Shandong Xuanzhu Basketball Match was held in May 2022, which
was joined by 4 professional teams and 5 amateur teams. The basketball
match enhances the employees’ sense of teamwork and strengthens their
sense of belonging and honor.

ERRABEZEN AR
Group Photo of Participants in the Basketball Match
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In order to improve employees’ physical fitness and strengthen their will,
Shandong Xuanzhu held a hiking activity in July 2022, with a total of 113
participants. The event allowed employees to enjoy a moment of leisure outside
of work, while spreading the Group's philosophy of healthy, harmonious and
happy work and life.

ELXBUNEBERE
Group Photo of Participants in the Hiking Activity
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In order to enrich employees’ leisure sports life, promote a healthy spirit and
strengthen the cohesion among different departments, Jilin Jinsheng held a unique
tug-of-war competition at the factory in September 2022. During the event,
staff experienced the importance of solidarity and cooperation by participating in =
activities to strengthen their bodies, and enhance their sense of collective honor, WO BT B IS

thus laying a foundation for the smooth conduction of various tasks in the future. Spot Shot of Tug-of-war Competition
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ENHANCING COMPLIANCE GOVERNANCE
AND UPHOLDING INTEGRITY
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Sihuan Pharmaceutical has always been adhering to the principal of honesty and compliance operation, and strived to enhance
compliance operation and management and eliminate corruption, unfair competition and other violations with its well-established
clean administration system and internal supervision mechanism. The Group continues to carry out anti-commercial bribery and other
compliance training for employees to implement the compliance concept of “compliance is everyone’s responsibility, compliance creates
value, and compliance starts from me", so as to create a clean environment for the development of the Company.

ESG #&% ESG performance
BILAREE  #£—FEBT(EEAR Strengthening compliance management, and requiring employees of key departments to
E) UEKEHHMFAETESE sign the “Compliance Undertaking Letter” as further revised
B RESBRNFARME Zero lawsuit involving corruption
ENEERRIBEEZRE Zero anomaly in risky projects under key supervision

EYBRERES  BH - EHEANSER Establishing various complaint and reporting channels including telephone, e-mail,

RBBREB letters and other channels
RISEHEGE FREALEENEREFIIK Compliance training mechanism combining on-site training and online courses
il
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Strengthening Construction of Clean Administration

The Group continues to strengthen the construction of clean administration
system and strictly complies with laws and regulations on anti-corruption such
as the “Anti-unfair Competition Law of the PRC” and “Interim Provisions
on Banning Commercial Bribery”, and “Anti-monopoly Law of the People’s
Republic of China”, and the Group conducts review and supervision of the
Group's key operation links in accordance with the “Compliance Management
Regulation”. During the Year, in order to strengthen compliance management,
the Group further revised the “Compliance Undertaking Letter”, and required
employees of key departments such as marketing, finance, procurement,
engineering and clinical to sign. We therefore clarify our administration
requirements in relation to bribery, corruption and unfair competition and
standardize the integrity and self-discipline behaviour of our employees. At
the same time, we have signed the “Distributor Compliance Undertaking
Letter” with external distributors to clearly inform the Group’s compliance
requirements of anti-corruption, so as to jointly create a clean and compliance
operation environment.

We continue to strengthen compliance management for the positions of
pharmaceutical representatives. Based on the requirements of the national
version of record-filing management of pharmaceutical representatives, the
Group has formulated the “Administrative Measures for Record-filing of
Pharmaceutical Representatives of Sihuan Group (Trial)”, which has carried out
detailed constraints and specifications from the definition of work content,
professional qualifications, management requirements, response plans, etc. It
strictly prohibits commercial bribery such as “rebate marketing” in marketing
activities. At the same time, the Group also formulated the Detailed Rules for
the “Implementation of Compliance Management Norms of Pharmaceutical
Representatives of Sihuan Group”, which regulated the daily behaviour of
pharmaceutical representatives from the aspects of anti-commercial bribery,
communication and interaction with outsiders, employment of medical and
health professionals, and entertainment, so as to strictly prevent and control
compliance risks.

In addition, the Group conducts compliance inspections on high-risk market
activities. The Compliance Department is responsible for supervising projects
with commercial bribery risks such as subsidy, donation, and sponsorship,
and it has “one vote veto” for contract reviews of such projects. In terms
of cost compliance with higher risk of commercial bribery, the Audit
and Supervision Center would require relevant subsidiary to conduct a
comprehensive inspection of the compliance of accounting documents, and
make rectifications one by one in accordance with the Group’s compliance
requirements. During the Year, we did not find any abnormalities in projects
under key supervision.

We attach great importance to anti-corruption management in all links of the
supply chain, and we strengthen compliance supervision from the aspects of
strategic cooperation with suppliers, price analysis and research, special audit
and bidding supervision. We would sign a strategic cooperation agreement
with suppliers to comprehensively sort out, analysis, investigate and determine
commodity prices, so as to avoid the corruption risk of taking advantage of
price differences to receive kickbacks.
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Acceptance and Guarantee of Complaints and Reporting

The Group continued to improve the anti-corruption complaint and reporting
mechanism, and established and maintained various violation reporting
channels including telephone, e-mail and letters. It also placed the anti-
corruption complaint board in the prominent positions of the Group’s
headquarters and subsidiaries. In order to ensure the proper handling of
reporting, we have established a complete review and handling procedure for
anti-corruption reporting to investigate and address the received reporting,
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thus strengthening the construction of a corporate environment with integrity.
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After receiving a reporting, the Compliance
Department of the Group will evaluate
the authenticity of the reporting content
according to the reporting acceptance
procedures, confirm whether there are
violations and will give a reply to the
whistleblower according to the initial
evaluation results.
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The Compliance Department of the
Group will investigate the contents of the
reporting, understand the situation and
collect evidence through conversation,
and summarize the investigation results
through reports and submit them to the
management of the Group.
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REPORTING HANDLING
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If the violation is true, the Group will
impose corresponding punishment
according to the provisions of the
employee manual. If the circumstances
are particularly serious, the suspected
offender will be transferred to the
public security agencies for handling.

RIRE D BGTE 12
Process to review and handle reporting
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In order to protect the legitimate rights and interests of the whistleblower,
the Group has listed in detail the regulations on the protection of the
whistleblower in the “Complaint and Reporting System” and will strictly keep
the whistleblower’s information confidential to prevent malicious retaliation
against the whistleblower. During the Year, no litigation in regard to
corruption was filed against the Group.

Hi-EmiT - 18001028385
AERM3AG - JCB@sihuanpharm.com

SRt : JEHTAH B/ RO RALIE2000(M 95 P A B 122
A EI2EMESMAB ERS 100025

M 3F E 2 = he &k

N

JiR B 3% 3R 2R

AN AT e
TAmmTeeTE

BB R I

Anti-corruption complaint board
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Compliance Training

The Group continues to carry out anti-corruption related training for employees
and distributors with a mode combining on-site training and online courses,
aiming to implement the compliance management requirements and enhance
all the employees’ compliance awareness. During the Year, we carried out
two compliance trainings for new employees and staff from engineering
center through on-site training; and we carried out compliance training for 6
times for internal employees and external distributors through online learning
platform. The contents of the training include the regulatory development
of pharmaceutical industry, the compliance standard of distributors, the
Group’s compliance management requirements, the FAQs for compliance, etc.
Therefore, we can communicate the latest trend of compliance regulation of
pharmaceutical industry, clarify the Group’s management requirements on
important matters, such as anti-corruption, anti-bribery and business behavior
compliance, thus fully strengthen compliance management.
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In December 2022, the Group organized the online compliance training for its
directors to communicate the disclosure methods of related party transactions and
the latest disclosure requirements on ESG of the Stock Exchange to the Board with a
main focus on the compliance risk such as the disclosure of related party transactions
and ESG, in a bid to enhance the regulatory awareness and efforts of the Board
for compliance disclosure and further safeguard the interests of shareholders and
investors.
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SIHUAN PHARMACEUTICAL'S COMPLIANCE TRAINING FOR DIRECTORS
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Briefing of compliance training for directors
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PRIORITIZATION OF COMMON LEGAL RISKS OF ENTERPRISES AND INTERNAL
CONTROL TRAINING
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During the Year, the Legal Management Center organized the compliance training
for all employees of the Group and subsidiaries. Focusing on common legal risks of
enterprises, the training mainly involved contract management risk, seal management -
risk and archive management risk. Risk prevention training was also carried out for : I
legal risks faced by key departments in conducting business to clarify the potential ‘
compliance risks of each business line and enhance the awareness of all departments
in avoiding risks and carrying out business in compliance with laws and regulations.
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Propaganda poster of internal control
training

SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD
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DEVOTING TO SOCIAL PUBLIC WELFARE FOR
A HAPPY LIFE
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Charity is an essential part of Sihuan Pharmaceutical on its way since its establishment. The Group has been adhering to the corporate
mission of “innovation for human health”, actively fulfilling its corporate citizenship responsibilities and give back to the public in action.
We cooperated with our charity partners to help farmers as response to Rural Revitalization Strategy. We set up an education fund
to support the education of the community where we operates to achieve joint development. We also encouraged our employees to
participate in charitable activities actively to build a culture of devotion in communities. Moreover, we care for public health and supported
the frontline of epidemic prevention to share our cares with sincerity.

ESG &N ESG performance

BN AR E] [BhEE B S Signed the “Agreement on Agricultural Assistance” with towns and villages in
Meihekou

KA OMEH3,00028 T Donated over RMB30 million to Meihekou

MEBATOTMARBEREESEREX Donated RMB20 million to Meihekou Future Education Development Foundation as the
2,0008 T RIGES original fund

BB OmMMA2R50B T FEE Funded Xinhe School in Meihekou with RMB0.5 million to widen and level roads in the
B I school
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Response to SDGs
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While committed to serving patients and benefiting society through
pharmaceutical innovation technology, Sihuan Pharmaceutical is also
concerned about social development and actively engages in public welfare
and philanthropy. We strive to give back to the surrounding communities
where we operate and improve the happiness of the local citizens through
projects such as public welfare assistance to agriculture and the establishment
of education funds.

In 2022, China achieved the goal of building a moderately prosperous society
in all respects. While firmly assisting in achieving the goal of poverty alleviation
in an all-round way and building a moderately prosperous society, Sihuan
Pharmaceutical did not forget its original intention, continuing to consolidate
and expand the achievements of poverty alleviation, in a bid to continuously
contribute to rural revitalization. In order to thoroughly implement the national
call of cooperation between villages and enterprises themed "Ten Thousand
Enterprises Helping Ten Thousand Villages", with the support of Meihekou
Municipal Government, Sihuan Pharmaceutical signed the "Agreement
on Agricultural Assistance" with towns and villages to help local villages
develop characteristic farming economy according to local conditions. We
also introduce advanced management and sales experiences to promote the
marketing and sales of agricultural products, providing strong support for
the development of Meihe New District and the construction of high-quality
development pilot demonstration zone. Therefore, we help towns and villages
in Meihekou to go through the consolidation and transition stage of "getting
rid of poverty without returning to poverty" and comprehensively promote the
implementation of the rural revitalization strategy.
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Ambest Pharmaceutical’s Action to Support Agricultural Assistance
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MER - wERERE - By BARE o

In 2022, under the organization and coordination of Meihekou Municipal
Government, the management of Ambest Pharmaceutical conducted a field survey |
and visit to Majia Village, Xinhe Town, and signed the “Agreement on Agricultural |
Assistance” with the Majia Village Committee to help Majia Village develop its i
characteristic farming economy according to local conditions. With the promotion
of the Majia Village Committee and Ambest Pharmaceutical, the villagers of Majia ? :
Village actively participated in the chicken breeding industry and completed the ESfBE
construction of chicken shed in May. This public welfare activity has effectively
promoted the development of local farming economy, which helped farmers increase
their incomes and boosted rural revitalization.

Majia Village Chicken Farm

N
EMERADBIBRITE

Jilin Sichang’s Public Welfare Program to Support Farmers

TR _FE A EMEREGTATERESEENERSE  EEENCRERHEELRSIACEN IRRERFEERE ¥
BIRFHEARE - #EH165() - £5720,625.007T © RLENFEEXSESRERIERE S -

In July 2022, Jilin Sichang reached a cooperation with Shuangxing Village, Shuangxing Town, Meihekou City, introducing advanced

enterprise management and sales experiences into Shuangxing Village, broadening the sales channels of agricultural products, which
helped farmers sold 165 pieces of agaric and eggs, totaling RMB20,625.00. Thus adding impetus to the high-quality and efficient
development of Shuangxing Village’s characteristic industries.

EHORE ) REDHE
Jilin Sichang helping people sell agricultural products
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B BHEEMENBBEFTENFERR -

TR F+ R AN TARBERRES

Education is indispensable for poverty alleviation. We are well aware that the
improvement of education level is the key to consolidate the achievements of the
poverty alleviation and have actively participated in education and public welfare.
In order to fully support the education of Meihekou, Jilin Sihuan, a subsidiary of
the Group, jointly initiated the establishment of Jilin Meihekou Future Education
Development Foundation with Meihekou Education Bureau and Meihekou Future
Education Group Co., Ltd., which is mainly designed to support the development
of education in Mehekou in terms of talent training, scientific research, campus
infrastructure construction and social volunteer service. Jilin Sihuan, on behalf of
Sihuan Pharmaceutical, donated RMB20 million to Jilin Meihekou Future Education
Development Foundation as the original fund. Sihuan Pharmaceutical invests in
education and public welfare to expand the scope of social benefits of the Group’s
public welfare investments and contribute to the sustainable development of
education in the locations where we operate.

SEETMIRAREERAREMARUREAEN G ENREFTRT - FAaBPRZEFXK

—HFERBEHEBT REEREAMBARGTRRZ2EEEHE  MREZEPHAERNC0ET - AEREBERERETE MR

BRI O BGRE2RE -

In November 2022, the ribbon-cutting ceremony of Meihekou Future Education Development Foundation and the Project Funded by Jilin
Sihuan Pharmaceutical Co., Ltd. was held in Xinhe School. Xinhe School has been suffering from several problems over years such as
narrow paved roads and safety hazards caused by U-turns of school buses in the school campus. Sihuan Pharmaceutical funded Xinhe
School with RMB500,000 to widen and level the school roads, improve the campus environment and eliminate safety hazards.

RAKHE ERE D B ARG =

Ribbon-Cutting Ceremony of Future Education Development Foundation
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As the gathering of firelight creates a torch, voluntary service provides care
for others. Sihuan Pharmaceutical is well aware that the development of an
enterprise is closely linked to the community where it operates, and that
increased community involvement of an enterprise is crucial to the common
development and progress of the enterprise and the community. Since Sihuan
Pharmaceutical has invested in industries of Mehekou in 2010, it has been
working hand in hand with Meicheng to achieve rapid growth in a positive
community atmosphere. Sihuan Pharmaceutical, in addition to relying on the
rapid development of Meicheng, has also been giving back to the community
and Meicheng, such as repeatedly funding and supporting Mehekou in flood
relief, new rural construction and education development with an accumulated
donation of over RMB30,000,000.

As a pharmaceutical company, Sihuan Pharmaceutical also cares about
public health. During the epidemic period, the Group and its subsidiaries
actively participated in community epidemic prevention for assisting front-line
prevention and control, and also provided materials to support communities
in securing the victory against epidemic, which demonstrates our feedback to
communities with practical actions. Meanwhile, Sihuan Pharmaceutical actively
participated in public benefit activities and enhanced community involvement
of employees through driving citizens of Meihekou City to actively participate
in community public benefit with the appeal of the Group as a local enterprise.

—HEE N\FXE -ZT-_FRA ERREFLEZBFEHNERED  IRMORFHRKRKEERBEOMESR - UWER
BEEB Wit R E - AERTHESETE

When a disaster took place, forces across China offered their helping hands. In May 2022, during the special period when Zhangjiawan
Town was fighting against the epidemic, Beijing Sihuan took the initiative to donate 50 barrels of disinfectant to Zhangjiawan Town,
actively helping the community’s epidemic prevention with material donations and giving back to the community with practical actions.

jb/? PUIR G AEE &R
Donation of disinfectant by Beijing Sihuan
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Brisk Walking of Ten Thousand People

“EOHFNA AEERERE [BARPTEY  ABETRAKN EAXSEESRML  ETERREEL BEEAT
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[BARSTIESEREBIAOMERREERmIE  EXAETSRRBHRFE - RIFNERRHETF AISHERREHE
€ EPESERNIE - HF2.9BMALN - 000Z BEMERERL - MIREEGFHIEHLEFE)  BER2RBHEX
RERTHNREAR -

In April 2022, Meihe New District held the 5th “Brisk Walking of Ten Thousand People” activity. Nearly 10,000 citizens made up
hundreds of teams, witnessing the love during the walking and feeling touching under the sun. In mighty walking teams, Jilin
Jinsheng, as the representative team of Sihuan Pharmaceutical, demonstrated the pride of the enterprise and attitude of actively
participating in community public benefit activities with good spirit, and accomplished our mission of practicing with feet and
passed on happiness with love.

“Brisk Walking of Ten Thousand People” activity, as the brand of Meihekou volunteer service project, has become the carnival
of the city’s volunteer service, providing Meicheng residents with volunteer opportunities at their fingertips. The event has been
held five times so far, with participation of over 29,000 people and provision of services by more than 900 volunteers. Sihuan
Pharmaceutical actively participates in the event every year, responding to the call for all people to participate in civilized practice
activities.

[BABETTEB B 5%
Site Photos of the “Brisk Walking of Ten Thousand People” Activity
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Looking to the future, we will continue to innovate the public benefit model,
integrate public benefit into every footprint of enterprise development, actively
integrate advantageous resources to give back to society, and practice our
responsibility as a pharmaceutical enterprise to create more benefits for society while
helping China's medical and health industry to flourish.
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Environmental area?

—E_—F
2021
A1.1 B EER A E BIEY K 41,521.59 48,651.75
A1.1 Emissions Total exhaust gas emissions 10,000 standard cubic meters
—SfETmEERE U7 22.38 25.22
Sulfur dioxide emissions Tons
RE/WHERE U7 40.64 35.20
Nitrogen oxides emissions Tons
FEREERE 4E 6.21 4.95
Particulate matter emissions Tons
BEKBE AR S U7 520,205.40 546,331.30
Total wastewater discharge Tons
BILBTEE 48 35.56 33.48
Total chemical oxygen demand Tons
[RPHRE B 1.88 2.23
Ammonia-nitrogen discharge Tons
A2 BERBHNC BERBHRE (BE—) ME— S biRE 8 52,191.66 49,323.75
A1.2 Greenhouse gas®  Greenhouse gas emissions (Scope 1) Tons of CO, equivalent
emissions BEREBHRE(HE-) mE— &t ﬁ?‘.?z 71,100.59 73,499.96
Greenhouse gas emissions (Scope 2) Tons of CO, equlvalent
BERBAENE MR — %Mm 123,292.25 122,823.71
Total greenhouse gas emissions Tons of CO, equlvalent
=R EE mE— &t ﬁ?‘.?% 0.06 0.04
W ARETT

Greenhouse gas emission intensity ~ Tons of CO, equivalent/

thousand RMB revenue

BEEEATHE BT _—_F A HE_ZT__F+_A=+—BAURENRREECEERAREN  GEBSASEARN  WBI1EEE
DA 2RMBERR  3ELHERAROPAREERE - REEEXBAR  HBEEEIRIKEELT

Scope of environmental data collection: the environmental data collected from 1 January 2022 to 31 December 2022 have been included in the Report,
covering the administrative and production areas of the Group’s headquarters, 11 affiliated production enterprises, 2 R&D companies, and 3 marketing
companies Given the business alignment of the Group, one affiliated production enterprise was removed from the statistical scope.
BERBHNE(BE)TEREETHRE EWARBIREN—RERER AERBHNE(BE D)EERINEENERTERE - BERRA
1HE Eﬁﬁ B BEEARTBAT AR - ENAOAERBHF AL ZRARELRE aﬁéﬁ?ﬁﬂ’\]@m IFETREABEEEGINET) - EOHEREH
Z2Z(IPCCRFRERBFEIRR)  INBRNBEREE2Z(WRIREREFES RARERBHMGTETAERV2.1) - HMERENEESETBHR
FrORE R EBURRERIES]) -

The greenhouse gas emissions (Scope 1) come mainly from primary energy consumption of fixed equipment, vehicles and staff canteen, while the
greenhouse gas emissions (Scope 2) mainly originate from consumption of purchased electricity and heat and steam. The above data is sourced from
relevant fee bills and administrative ledgers. The greenhouse gas emission factors of electricity are subject to the “2019 Baseline Emission Factors for
Regional Power Grids in China” issued by the Ministry of Ecology and Environment of People’s Republic of China; the greenhouse gas emission factors
of coal refer to the “National Greenhouse Gas Inventory by IPCC”; the greenhouse gas emission factors of outsourced heating power are based on
the “GHG Protocol Tool for Energy Consumption by WRI (version 2.1)"; other greenhouse gas emission factors refer to the “Reporting Guidance on
Environmental KPIs” released by the Hong Kong Stock Exchange.



2021
A13 BEREEY" BB EEEY U7 337.73 340.61
A1.3 Hazardous waste* Solid hazardous waste Tons
REEEREEY U7 198.35 411.96
Liquid hazardous waste Tons
BEEEENES A 536.08 752.57
Total hazardous waste Tons
BEEBEEDEE TR/ R ARETT 0.25 0.23
Intensity of hazardous waste Kg/thousand RMB revenue
Al.4 EERBEEY. A SRR 48 248.00 751.37
A1.4 Non-hazardous Domestic waste Tons
waste* — R ITEEREZEY I} 5,928.17 5,226.71
General industrial solid waste Tons
BEEEYES A 6,176.16 5,978.08
Total non-hazardous waste Tons
BEEENEE TR/ W ARETT 2.83 1.82

Intensity of non-hazardous waste

Kg/thousand RMB revenue

A2.1 EIRRERGE S B TR 266,962,445.81 279,149,342.15
A2.1 Resource Total energy consumption kWh
and energy BEREEE TR R 164,125,729.35 157,630,516.57
consumption® Direct energy consumption kWh

RS TRE 102,836,716.46  121,518,825.58
Indirect energy consumption kWh
BEFERE FRE, W ARETF T 122.39 84.81
Energy consumption intensity kWh/thousand RMB revenue
BHESE TR 68,010,911.38 70,236,154.00
Total electricity consumption kWh
SNB R F R E 34,825,805.08  51,282,671.58
Purchased heat kWh
UmERE 7t 80,208.08 123,593.20
Gasoline consumption Liter
SOmERE F 25,316.20 26,496.76
Diesel consumption Liter
BIcAHRERE T 13,635.40 21,432.00
Liquefied petroleum gas consumption Kg
EBRARERE SLT K 7,588,152.98 7,385,700.25
Pipeline natural gas consumption cubic meter
RiERE 2 16,343.00 14,304.00
Coal consumption Tons

4 RE-Z__FHETNEBAZERY  —RIZEBEEDAAOE -2 FNERAZTERY  —RIXEBEZVNLEETENR

B AE/ETEEVEE BFE/ETEEVNEZETHERE -

According to the newly revised statistical standards for solid hazardous waste and general industrial solid waste in 2022, retroactively adjustment was
made to the total solid hazardous waste and total general industrial solid waste and corresponding adjustment was made to the total hazardous/non-
hazardous waste and the intensity of hazardous/non-hazardous waste in 2021.

ZEF AEEERNERERCEERTRERRER ABERKH - ETREMRE  SNEEN - INBRDBEHEEZT - A LB IR AR
ERNMBEBEDETRA AR  sERERH2ZERRBRHENEBREFIARBER (GB/T 2589-20204F & sefEst @A) -

In 2022, energy consumed by the Group include fuel consumed by fixed equipment, official vehicles and staff canteen, and purchased electricity,
heat and heating steam. The above data comes from relevant fee bills and administrative ledgers; the energy consumption coefficients are subject to
conversion factors provided by the International Energy Agency and the”General Principles for Calculation of Total Production Energy Consumption
(GB/T 2589-2020)".



2021
A2.2 fik&E° Ak=E LK 731,438.95 821,894.01
A2.2 Water consumption® \Water consumption cubic meter
7K E SHR W ARET T 0.34 0.25
Water consumption intensity cubic meter/thousand
RMB revenue
A2.5 SR BEME 7} 4,487.01 4,640.03
A2.5 Packaging Packaging materials Tons
materials BEMEIRE T s ARET T 2.06 1.41
Packaging material consumption Kg/thousand RMB revenue
intensity
HesEE Social area
BlL1 MR - EEHTE - FHHADRE B1.1 Total workforce by gender, employment type, age group
HhEE 5 E S E S and geographical region
— -
2021
ZEHER = 42.74% 45.52%
By gender Male
z 57.26% 54.48%
Female
BER 305 A T 21.79% 25.10%
By age group 30 years old or below
31-507% 72.35% 69.48%
31-50 years old
50BR 3 A _E 5.86% 5.42%
50 years old or above
B HMEERLA 4.71% 5.11%
By grade Director or above
KIEEE 20.25% 18.87%
Manager or head
TwmET 75.04% 76.02%
General staff
RERER 28 98.79% 98.86%
By employment type Full-time employee
B 0.06% 0.02%
Part-time employee
T5E 0.57% 0.61%
Intern
IKE 0.57% 0.51%
Dispatched employee
8 AEBRKEEATHEBMHK A LBBIRRAKEMEE  MEBRECHEARITRARRE
6 The Group mainly uses municipal tap water and the above data is collected from water bills, financial reimbursement records and administrative

ledgers.
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2021
Rt & [ 99.85% 99.77%
By geographical region China region
VIR 0.15% 0.23%
Overseas region
RBE Bt 0.97% 0.98%
By educational qualification Doctor
[ 9.66% 8.71%
Master
PSS 37.16% 36.04%
Bachelor
RERIAT 52.22% 54.27%
Academy or below
ETHAH 3,313 4,282

Total workforce

B1.2 MR - FEHAHBIRGHEZ 51 B1.2 Employee turnover rate by gender, age group and

18 87 Kt F7 geographical region’
—E-—F
2021
R ES 29.09% 21.51%
By gender Male
8 26.01% 20.38%
Female
BER 30BR A T 35.71% 29.55%
By age group 30 years old or below
31-505% 23.90% 17.36%
31-50 years old
50m% 8 A = 32.64% 19.16%
50 years old or above
RibE [ 27.36% 20.87%
By geographical region China region
BN R 28.57% 28.57%

Overseas region

d BE—Z__FNEERALEIAEAR W —FNRERRLEFETAR  FEAXA  ZEPEENBBAZ (PRZHEFEES AB+Z
FRIEENBBAL) - AFE - FEEHASETELRAE  ABEBELBA  EERALZEN - ZRMSEEREINEREFHE  BETRE
BE BMUBIBEREETIORE  YRERKRSHBENE IFMABERENIR  BRESIZZOHE -

7 Based on the employee turnover rate calculation formula in 2022, adjustment was made to the employee turnover rate in 2021 (the calculation
formula: the number of resigning employees of the category/(the number of employees of such category at the end of the period + the number of
resigning employees of such category). During the Year, the Group optimized its workforce, resulting in significant changes in workforce structure and
an increase in employee turnover. As we concerned highly about the communication with and compensation for those employees, we communicated
with them in a timely manner, took care of their emotions and provide them with psychological counseling. We also discussed with leaving employees
about the severance packages in detail to ensure that they were properly compensated.



B2 FEHZEs B2 Health and safety?®

—T-—4F

2021

E TR M A Work-related fatalities = -
EIBERNIERH Lost days due to work injury = -
ZEEESNE Production safety accidents = =
FETRERER A Annual regular medical checkups 1,997 2,261
FEREFERER AR Annual occupational health checkups 960 1,196

B3 BMBIREEETE S HZINE B3 The percentage of employees trained and average

EESHREZF g training hours by gender and employment category®
—E-—F
2021
RIEEESE — ABRIEH
Percentage Average

of employees  training hours
trained per employee

=R e 96.89% 16.23 97.32% 23.91
By gender Male
= 99.22% 12.09 97.94% 18.16
Female
RBR MEET A E 82.31% 16.66 81.90% 17.91
By grade Director or above
KIEEE 94.95% 14.56 95.78% 23.63
Manager or head
LT®/ET 99.27% 13.49 98.29% 20.13

General staff

e TR CRFERBERTICTREMS -

2 There was no work-related fatality in 2020.

g RUERNBSNXIEEAS L RZITFHRBGABELSRTEI  RBRAAONRIEEBS L ERINTFEERSFHBERR T IHIARR LF
Al e

o The scope of statistics of the percentage of employees trained and average training hours by gender is offline training. The scope of statistics of the
percentage of employees trained and average training hours by grade covers both online and offline trainings.



B5.1 EHEE S HHRERSE B5.1 Number of suppliers by geographical region

—ET - —F
2021
R E fisZ]N 16 3
By geographical region Overseas
=ik 953 500
Northeast China
£ 951 266
North China
ER 987 564
East China
R 165 75
South China
HErp 154 78
Central China
(i 82 31
Southwest China
[iipld 24 2
Northwest China
B5.2 EBMEAEFEE B5.2 Other supplier indicators
—E -
2021
FIKRE2GRE) HEMHE 2,841 1,409

Number of suppliers who signed the “Integrity Agreement”
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A1 General disclosure

BREEROREREBIR - AKELHEEDS - A
ENEEERYNEESNRRETETARE
BN EBERENRPINER -

Information on policies and compliance with
relevant laws and regulations that have a
significant impact on the issuer, relating to
hazardous air and greenhouse gas emissions,
discharges into water and land, and generation of
hazardous and non-hazardous waste.

BER iR AR S AR R BE R BUE -
The types of emissions and respective emissions
data.

BEZ(BE) REREZ(BE2) RERBHRE
(ABEEHE) R (ER) ZmE(WASES S

R -

Direct (Scope 1) and energy indirect (Scope 2)
green house gas emissions (in tons) and, where
appropriate, intensity (e.g. per unit of production
volume, per facility).

FTEABEEEMAE (CAETE) R(ER) % E
(MASESEN - BIERMEAHE)

Total hazardous waste produced in tons and,
where appropriate, intensity (e.g. per unit of
production volume, per facility).

FTESESEEMAE (CAETE) R(ER) % E
(MASESEN - BIERMEAH)

Total non-hazardous waste produced in tons
and, where appropriate, intensity (e.g. per unit of
production volume, per facility).

FPRET SZBEN S B IR R R ERE L B R PTEREX
Description of emission targets set and the steps
taken to achieve them.

Rl R A= MEERERYN L - MM ARTL
BURRE B IR R RE RS L B iR BRI P ©
Description of how hazardous and non-hazardous
wastes are handled, the waste reduction targets
set and the steps taken to achieve these targets.

ERE

Disclosed

E#EE
Disclosed

Disclosed

R4

Disclosed

B R

Disclosed

R4

Disclosed

B R

Disclosed

RETE  REBER

Ensuring Safety and Pursuing Green
Development

TETE  REER

Ensuring Safety and Pursuing Green
Development

ZETE  REER

Ensuring Safety and Pursuing Green
Development

RETE  RBEER

Ensuring Safety and Pursuing Green
Development

LB T RBEER

Ensuring Safety and Pursuing Green

Development

RETE  RBEER

Ensuring Safety and Pursuing Green
Development

RETE RBEER

Ensuring Safety and Pursuing Green
Development



A2— R EE

A2 General disclosure

A2.1

BRERER(EFERIR - KREMRME) B
= o

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

}ﬁmﬁ DRV E R R SEEER(NE - mEoh)
EEE(UTRETRRHE) RBE(NAGESS

u BIERETE)

Direct and/or indirect energy by type (e.g. electricity,

gas and oil) consumption in total in thousand kWh

and intensity (e.g. per unit of production volume,

per facility).

BRKERTE(MABES SN  BERMES
) o

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

RPRET 2R IRE A B R R AESIE LR R
FTEREREY 8% -

Description of energy efficiency target(s) set and
the steps taken to achieve them.

SR EGE R KOR A B EAERE - RTS8 A
KWz B AR R AREDE L B R AT ERER ) 28 -
Description of whether there is any issue in
sourcing water that is fit for purpose, water
efficiency target(s) set and the steps taken to
achieve them.

SR m R EEMEHES (BT E) K (WER)
BEEBMNGE -

Total packaging material used for finished
products (in tonnes) and, if applicable, with
reference to per unit produced.

EWEE

Disclosed

Disclosed

R4

Disclosed

B R

Disclosed

B R

Disclosed

B R

Disclosed

RETE  RBER

Ensuring Safety and Pursuing Green
Development

RETE  RBEER

Ensuring Safety and Pursuing Green
Development

Ensuring Safety and Pursuing Green
Development

RETE  RBEER

Ensuring Safety and Pursuing Green
Development

LB T RBEER

Ensuring Safety and Pursuing Green
Development

RETE  REER

Ensuring Safety and Pursuing Green
Development



A3— R EE

A3 General disclosure

A3.1

AL— R FE

A4 General disclosure

A4

B1— /&

B1 General disclosure

WEBETAHRERRAEREKNERTE N
= o

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

B EHHRERARAERNERERNEKR
TERDERIERE@LENTE ©

Description of the significant impacts of activities
on the environment and natural resources and the
actions taken to manage them.

BRI R EHE &K

RIRAERE S HEVBER
Policies on identification and mitigation of
significant climate-related issues which have
impacted, and those which may impact, the issuer.

%Qﬁ%ﬁAﬁi%%méﬁ

B 2 R HETAEEZENEARIEE
AEE - &EEETT@J

Description of the significant climate-related
issues which have impacted, and those which
may impact, the issuer, and the actions taken to
manage them.

BRI EE  BERET - TERS - RE -
FERE - 2Tl - RIEBEARAR R E KB
RSB THETABERYENREERZ LR
EH -

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

ZIER) - ERER (N2 BEHEE ) - Fiednl &
i@ & ) E S48

Total workforce by gender, employment type
(for example, full- or part-time), age group and
geographical region.

IR - FlARI R EEI DM IEBRKLLE
Employee turnover rate by gender, age group and
geographical region.

EWEE

Disclosed

EWEE

Disclosed

B R

Disclosed

B 5R

Disclosed

ERE

Disclosed

ERE

Disclosed

E#E
Disclosed

RETE  RBER

Ensuring Safety and Pursuing Green
Development

RETE  RBEER

Ensuring Safety and Pursuing Green
Development

RETE  RBEER

Ensuring Safety and Pursuing Green
Development

RETE  RBEER

Ensuring Safety and Pursuing Green
Development

BEAT  BFIE

Empowering Talents and Shaping a
Brighter Future

BEAT  BFIE

Empowering Talents and Shaping a
Brighter Future

BEAT  BFIE
Empowering Talents and Shaping a
Brighter Future



B2 — IR

B2 General disclosure

B3— i

B3 General disclosure

HBRRHMLZ 2 TERRBURREEE B RBEMR
ENRE B THETABEAZENRRERR
ROINEHR o

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

BE=ZF(BRERFE)RITHNHAR R E -
Number and rate of work-related fatalities in the
past three years including the reporting year.

ATEIERTIERS -

Lost days due to work injury.

L T ER AR B SR R R B 2 246 7 - DA R ARRRRATT
RMEERTE °

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

BRRTHE B BT TIERE M A M RE R -
HAIEIES -

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

RUERIREEEN(NERERE  PRERES)
ZoMXIlEERDLL -

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

RIERIREEERE S  SRESTKIIINFE
RFE o

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

Disclosed

E#E
Disclosed

E#E
Disclosed

B R

Disclosed

R4

Disclosed

B R

Disclosed

R4

Disclosed

REANT  BFAE

Empowering Talents and Shaping a
Brighter Future

BEAT - BFIE
Empowering Talents and Shaping a
Brighter Future

BEAT - BFIE
Empowering Talents and Shaping a
Brighter Future

BEAT  BFAE

Empowering Talents and Shaping a
Brighter Future

BEANT  BFAE

Empowering Talents and Shaping a
Brighter Future

BEAT  BFAE

Empowering Talents and Shaping a
Brighter Future

REAT  BFAE

Empowering Talents and Shaping a
Brighter Future



B4— IR

B4 General disclosure

B4.1

B4.2

BS— M H5&
B5 General disclosure

B5.3

BRI IEE Tahos ks TRBGE RETEHETAR
BRZENHEERLROINER -
Information on policies and compliance with
relevant laws and regulations that have a
significant impact on the issuer relating to
preventing child and forced labor.

Ui = RIS B R HE b LA 2 & T R sa |55 T -
Description of measures to review employment
practices to avoid child labor and forced labor.

T 72 2 30 32 SR B LS H BR B RIS L P BR RN 27
Description of steps taken to eliminate such
practices when discovered.

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

i@ E D A o

Number of suppliers by geographical regions.

e R AR E ] - mERITE BN
HERMEE  ARBEEBHNRITRERTX -
Description of practices relating to engaging
suppliers, number of suppliers where the practices
are being implemented, and how they are
implemented and monitored.

i A R e E AR ERIE Rt & AR
B ARMBREMITRERITE

Description of practices used to identify
environmental and social risks along the supply
chain, and how they are implemented and
monitored.

i AR E R P IS e (2 R RE mn RIS RO1E
Bl ARAEERITRERETTE o

Description of practices used to promote
environmentally preferable products and services
when selecting suppliers, and how they are
implemented and monitored.

EWEE

Disclosed

E#E
Disclosed

EHE

Disclosed

E#E
Disclosed

E#E
Disclosed

R4

Disclosed

R4

Disclosed

R4

Disclosed

REANT  BFALE

Empowering Talents and Shaping a
Brighter Future

BEAT - BFIE
Empowering Talents and Shaping a
Brighter Future

REAT  BFALE

Empowering Talents and Shaping a
Brighter Future

BEWE - BERHER

Making Progress Together with
Responsibility to Promote Win-win
Cooperation

BAEWE - ERHEHR

Making Progress Together with
Responsibility to Promote Win-win
Cooperation

BAEWE - BRHmHm
Making Progress Together with

Responsibility to Promote Win-win
Cooperation

BEWE - EAHEmHR

Making Progress Together with
Responsibility to Promote Win-win
Cooperation

BAEWE - B R

Making Progress Together with

Responsibility to Promote Win-win
Cooperation



— R

B6 General disclosure

B6.1

B6.2

B6.3

B6.4

B6.5

BHMREERNRBNERELZS BE  B%

Zk%A&a%ifikAZiﬁﬁXH)S/fEﬁﬂ&ﬁ%lﬁﬁ% HBETAR
AFZENRBEER LRI ER -

Informatlon on policies and compliance with

relevant laws and regulations that have a

significant impact on the issuer, relating to health

and safety, advertising, labelling and privacy

matters relating to products and services provided

and methods of redress.

B &S B RE m A B R 2 FR IR e if 78 [0 1

HEDH -

Percentage of total products sold or shipped

subject to recalls for safety and health reasons.

BN Em MRS HIREF B B AR EH X °
Number of product and service related complaints
received and how they are dealt with.

i 30 B 4 o N ARPE AN EE R AR 1E ) -
Descrlptlon of practices relating to observing and
protecting intellectual property rights.

il E S0 E B MEMEIKIE
Description of quality assurance process and recall
procedures.

iU B B BURIRIE RFLRBECR - A RBERITR
EERE °

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

B BIFTRHES - BRI
Disclosed Fostering Innovation in Science and

Technology for a Healthy Future

B BT BRI
Disclosed Fostering Innovation in Science and

Technology for a Healthy Future

B BIFTRIR - RERARIR
Disclosed Fostering Innovation in Science and

Technology for a Healthy Future

B 5R BIFTRHES BRI
Disclosed Fostering Innovation in Science and

Technology for a Healthy Future

B 5R BRI BRI
Disclosed Fostering Innovation in Science and

Technology for a Healthy Future

EHE BIFTRHES BRI
Disclosed Fostering Innovation in Science and

Technology for a Healthy Future



B7 — IR

B7 General disclosure

B8 —fR 1K #=

B8 General disclosure

B8.1

B8.2

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

RERPRNHETASHESRE N E BEHNES
FARMRBE MAFDRER -

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

P S e R B ME - ARMBERITRERS
% e

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

HmES RS TRHEOREFE -
Description of anti-corruption training provided to
directors and staff.

BRI RBERT RELERELRTEMERE
EFBEDEELE N REABR

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

EIER®E(NHE  BREH LIFK &
B’ xit - 85)-

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

ERISRBMBAER(MEELRFHE)
Resources contributed (e.g. money or time) to the
focus areas.

EWEE

Disclosed

EWEE

Disclosed

B R

Disclosed

E#E
Disclosed

R4

Disclosed

B R

Disclosed

EHE
Disclosed

BREE - HIERE

Enhancing Compliance Governance
and Upholding Integrity

BREE - HIERE

Enhancing Compliance Governance
and Upholding Integrity

BREE - HIERE

Enhancing Compliance Governance
and Upholding Integrity

BREE  BERL
Enhancing Compliance Governance
and Upholding Integrity

EUPYN- S S a

Devoting to Social Public Welfare
for a Happy Life

Devoting to Social Public Welfare
for a Happy Life

B RE - HEET
Devoting to Social Public Welfare
for a Happy Life
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