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Environmental, Social and Governance Report

RS- #tEREREE

ABOUT THIS REPORT

Sanai Health Industry Group Company Limited (the “Company”), together with
its subsidiaries (the “Group”), is pleased to present this Environmental, Social
and Governance Report (the “Report”) to provide an overview of the Group’s
environmental, social and governance policies, measures and performance for
the period from 1 January 2022 to 31 December 2022 (the “Reporting
Period”).

PREPARATION BASIS AND SCOPE

This Report is prepared in accordance with Appendix 27 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) (the “Listing Rules”) — “Environmental, Social
and Governance Reporting Guide” (the “Guide”). The disclosure in the Report
complies with the disclosure requirements of “comply or explain” as set out in
the Guide.

This Report summarises the performance of the Group in respect of corporate
social responsibility, covering its business in three segments, which are (1)
pharmaceutical products business; (2) finance leasing business; and (3) genetic
testing and molecular diagnostic services. This Report shall be published both
in Chinese and English on the website of the Stock Exchange. Should there be
any discrepancy between the Chinese and the English versions, the English
version shall prevail.

REPORTING PRINCIPLES

The Report is aligned with the four reporting principles of “materiality”,
“quantitative”, “balance” and “consistency” as follows.

Materiality: We have conducted a detailed materiality assessment to identify
and evaluate the substantive topics that post relatively great impacts on the
Company and its internal and external stakeholders, so as to determine the
reporting scope and required information for the preparation of this report. For
details of the materiality assessment, please refer to the section headed
“Materiality Assessment”.

Quantitative: We have disclosed the ESG key performance indicators (“KPI”)
in this Report which are supported by quantitative data and measurable criteria.
The measurement standards, methodologies, assumption and/or calculation
tools of the KPIs are disclosed and explained in this Report.

Balance: We have prepared this ESG report in a balanced way by making fair
disclosures on critical aspects and a complete and comparable overview of the
ESG'’s policies and performance.

Consistency: We have adopted consistent reporting and calculation
methodologies in the preparation of this Report. Material changes that may
affect the comparison with previous reports have been explained in the
corresponding section.
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AVAILABILITY OF THIS REPORT AND FEEDBACK

This Report is available and can be downloaded from the website of the Hong
Kong Stock Exchange (www.hkexnews.hk), and the website of the Company
(www.1889hk.com).

The Group welcomes your feedback on this Report for our sustainability
initiatives. Please contact us by email at ir@1889hk.com.

INTRODUCTION

The Company aims to be a vertically integrated specialty pharmaceutical group
focused on manufacturing, marketing, and selling pharmaceutical products in
the PRC. Fujian Yongchun Pharmaceutical Company Limited*™ (& & 5k & 4 %%
ABR A7) (“Fujian Yongchun”), Fujian Zhixin Medicine Co., Limited* (f@&2%
= % 2 F R 2 7) (“Fujian Zhixin”), coupled with the establishment and
operation of Fuijian Ruichuang Health Industry Co., Limited* (& i&%n 8l 5 &
¥ B PR A R]) (“Fujian Ruichuang”), as its new pharmaceutical manufacturing
base in 2022, which all are the subsidiaries of the Group. Fujian Yongchun
owns 5 drug registration series (%% fn #t /& 3C5%) in the PRC and produces 5
types of oral medicine, including Yangpi San (& J£#4), Sangi panax notoginseng
capsules (=+2%) and phentolamine mesylate tablets (FEEEEE} Z A ). The
Company is also engaged in finance leasing business and genetic testing and
molecular diagnostic services such as non-invasive prenatal diagnosis (NIPD),
tumor genetic screening, DNA testing and paternity testing.

ESG STRATEGIES

The Board of Directors of the Company (“the Board”) has the overall
responsibility for the ESG strategies and reporting of the Group in the
followings:

— Determine the overall ESG management policies, strategies, priorities
and objectives;

— Evaluate the ESG-related risks of the Group;

— Ensure appropriate and effective risk management and internal control
systems are well equipped to the Group;

— Review the ESG’s work progress and performance on a regular basis;

— Take appropriate measures and make recommendations in a timely
manner regarding the key risks and policies implementation; and

— Review and approve the disclosure of information in the ESG Report of
the Group.

The Group has also set up an ESG working team which involves management
and employees from key functional departments. The team plans and assesses
the sustainable development of the Group and carries out the implementation
of the relevant policies and takes appropriate measures for the implementation
under the supervision by the Board.
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The Group believes that sustainable development is an integral part of the
Group’s business strategy in order to achieve business excellence and
enhance long-term competitiveness. The Group is committed to operating in a
manner that is economically, socially and environmentally sustainable while
balancing the interests of our various stakeholders and bringing positive
impacts to the society.

In the future, the Group will continue to enhance the internal corporate
governance structure and internal control systems, and strengthen the risk
management of ESG matters. The Group will further raise the standard and
efficiency of its ESG governance.

STAKEHOLDERS ENGAGEMENT

Stakeholders engagement is a widely-employed method for assessing
materiality. By communicating with the stakeholders, corporations are able to
understand their wide ranging opinions, and identify crucial environmental and
social issues.

The Group acknowledges the importance of intelligence gained from the
stakeholders’ insights, inquires and continuous interest in the Group’s business
activities. Hence, the Group has established multiple commmunication channels
to a broad spectrum of stakeholders in order to better outline our business
strategies to address their concerns and expectations, strengthen our
relationships and anticipate and mitigate potential risks.
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Stakeholders Expectations Engagement channels
& L SHERE
Government and — Compliance with laws, rules and On-site inspections and checks
Regulatory Authorities regulations Research and discussion through work
— Proper tax payment conferences, work reports preparation and
— Promotion of regional economic submission for approval
development and employment Annual reports and other published
information on its website
BT & B — EEE - RBIRRS Ri5wE  wE
— HOEM FERIFgH  TIEFMSHEEIIEREL -
EBEEEERER R E G ES WSS E
IR S ARk P EE A B B4 B R
Shareholders and Investors — Low risk Annual general meeting and other
— Return on investment shareholders’ meetings
— Transparent disclosure of information Annual reports, announcements, circulars
— Protection of interests and fair treatment and other published information
of shareholders Newsletter
Meeting with investors and analysts
MR R B H {li9ERNE~ RERBERG RHEMBRARE
- REME®R Fil - NE - BREEBEMOEMER
- BERANESHRE GE
RIERR A R A TS B EE M ARG H
Environment — Compliance with emission regulations Communicate with local environmental
— Energy conservation and emission departments
reduction Survey, research and inspection
— Ecological protection
R BFHERR B B IRIBEPIN
BT RE B BE - MRNEE
IRAEH RS
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Stakeholders Expectations Engagement channels
K& TEH ZHRE
Employees — Working environment — Trainings, seminars, briefing sessions
— Career development — Cultural and sport activities
— Health and safety — Newsletters
— Intranet and emails
== — I{ERIR - B wEe - smhe
— BERIHRE — X{EREBEED
- REREZ? — BT
— AEERED
Customers — Safe and high-quality products — Website, brochures, annual reports and other
— Stable relationship published information
— Information transparency — Emails and customer service hotline
— Integrity and business ethics — Feedback forms
— After-sales service — Regular meetings
N - RESEEMD — B EEM - FREEBMOHEMER
- BEBRFR — EBREPRBRR
— BEFEERE - BERREEX
— BELEFERE - THgH
- BER%

Suppliers/Business Partners

HIERE, E BB

Peers/Industry associations

DEVESESh=+

Public and communities

N Ead

— Long-term partnership

— Open and honest cooperation

— Fair and reasonable pricing

— Information and resources sharing
— Risk reduction

- RHGERE

— DR EBAE

— A AREM

~ PEANKAR

— RERERE

— Experience sharing
— Cooperation

— Fair competition
- KBo=

~ EFAHK

- DRFHEFE

— Community involvement
— Social responsibilities
- RAME

- HEEE

— Business meetings, supplier conferences,
phone calls, interviews
— Reviews and assessments
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— BREE

— Industry conference
— Site visits
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— Volunteering

— Charity and social investment
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MATERIALITY ASSESSMENT

According to the actual development of the Group and its ESG System, as well
as the ESG substantive topic analysis model of the Company, substantive topics
that post relatively significant impacts on the Company and its stakeholders were
identified. The Group invited certain internal and external stakeholders to
participate surveys and carry out the ESG materiality assessment to further
determine the focus of the ESG report. The steps for assessing the materiality
and importance of the ESG aspects are as the following:

Step 1: Identification
The relevant ESG substantive topics were identified by the Group through the
review of the actual development of the Group and the latest sustainability
trends in the industry as well as and the requirements of “ESG Reporting
Guide”. 21 potential substantive ESG topics were identified that post relatively
significant impacts to the Group’s business and stakeholders:

ERMFE
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ESG Aspects No. Substantive ESG Topics
BE HEREREGE iR B HEREARABEMRE
A. Environmental  Aspect A1: Emissions 1 Pollutant emission
A IR AT : HERW) 1 VAR
2 Non-hazardous waste discharge
2 EEREZEYEEN
Aspect A2: Use of Resources 3 Energy consumption
A2 - BRER 3 FEREEIR
4 Water consumption
4 FKE
5 Efficient utilization of resources
5 BREREIR
Aspect A3: Environment and Natural Resources 6 Energy saving measures
HEEA3 : RIELRAER 6 EfiBEE I
Aspect A4: Climate Change 7 Climate change impact
B AL FIRE( 7 RIER(HE
B. Social Aspect B1: Employment 8 Equal opportunities
B #& HEEB1 : ER 8 FEKE
Aspect B2: Health and Safety 9 Occupational health and safety
B2 - fERET S 9 BERERREZS
Aspect B3: Development and Training 10 Employee training and education Career
development
BIEBS : BE RIS 10 EESI RHEBERE
Aspect B4: Labour Standards 11 Prohibition of child and forced labour
#ES B4 : 55 TR 11 BEEAETREHST
12 Compliance with employment ordinance
12 BT ERE IR
Aspect B5: Supply Chain Management 13 Supply chain management
#IEBs - HEEEE 13 HEREIR
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ESG Aspects No. Substantive ESG Topics
RE HERERGE Eekrd RE HEREREEMRE
Aspect B6: Product Responsibility 14 Product safety and quality
#EB6: EmAT 14 EnkrhEE
15 Compliance with the requirements of
pharmaceutical products
15 BRAR
16 Quiality control management
16 BEEHER
17 Complaints handling
17 KRR
18 Customer data protection and privacy
18 B ERHRE RFLE
19 Intellectual property protection
19 FBEREIRE
Aspect B7: Anti-Corruption 20 Anti-corruption and anti-money laundering
#}EBR7 : RES 20 REF RS RE
Aspect B8: Community Investment 21 Community investment
#HIEBS : HRIRE 21 HEKE

Step 2: Research and Analysis

The Group communicated with stakeholders by conducting questionnaire to
assess the substantive ESG topics that they consider is key to the Group’s
strategic and business development.

Step 3: Prioritisation

All the substantive ESG topics were prioritized based on the materiality
assessment result. The Group takes into account the materiality to stakeholders
and materiality to business that are important to the business development as
the materiality analysis shown as below. The substantive ESG topics that fall
within the top right-hand part are of the highest importance.

Materiality Analysis
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ENVIRONMENTAL ASPECTS

The Group is committed to continuously improving the environmental
sustainability of our business and ensuring that environmental consideration
remains one of the key focuses in commitment to both the environment and
community. To demonstrate our commitment to sustainable development, the
Group has established relevant emission reduction and energy saving initiatives
to manage the emission and maintain green operations. In order to ensure that
all environmental protection permissions and approvals required by the
regulatory authorities are in place, the Group conducts regular reviews on its
environmental protection measures.

During the Reporting Period, the Group has complied in all material respects
with the relevant environmental protection laws and regulations applicable to
pharmaceutical manufacturers in mainland China, including Good
Manufacturing Practice (“GMP”) certification requirements and requirements
governing the construction and expansion of its manufacturing plants and
facilities.

During the Reporting Period, the Group has not been involved in any cases of
non-compliance with relevant laws and regulations relating to environment that
have a significant impact on the Group.

EMISSIONS

The Group acknowledges its responsibility to the environment and has
implemented various measures to mitigate the emissions generated during
production process, which includes exhaust fumes, solid waste, sewage and
noise. The Group has adopted a policy of “Environmental Protection
Management Procedure” to regulate and monitor the emission during the
production process.

During the Reporting Period, the Group was in compliance with the
Environmental Protection Law of the PRC, the Law of the PRC on Evaluation of
Environmental Effects, the Law of the PRC on the Prevention and Control of
Atmospheric Pollution, the Law of the PRC on the Prevention and Control of
Environmental Pollution by Solid Waste, the Law of the PRC on Prevention and
Control of Water Pollution and the Law of the PRC on Prevention and Control
of Environmental Noise Pollution and other applicable laws and regulations
related to environmental protection in the PRC in all material respects. The
Group has not been involved in any case of non-compliance with the relevant
laws and regulations relating to air and greenhouse gas emissions, discharges
into water and land, generation of hazardous and non-hazardous waste during
the Reporting Period that had a significant impact on the Group.
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Air Pollutants Emission

The air pollutants emitted by the Group mainly comprised exhaust fumes
generated during the manufacturing process and turbines operation, and by
vehicles. It is crucial to implement emission control measures to reduce the
environmental impacts and protect the health of employees and the public. The
exhaust fumes are treated to reduce the dust content to a level which can meet
the relevant national standards before discharging to atmosphere.

In addition, the Group has consistently adopted new technologies and
manufacturing processes to eliminate the emission of air pollutants from the
Group’s operation as much as is practicable. The use of toluene, an explosive
and combustible chemical, is prohibited in manufacturing N(2)-Alanyl-L-
Glutamine to mitigate the potential environmental impacts caused by explosion
or fire. The ammonia generated during the manufacturing process of N(2)-
Alanyl-L-Glutamine is recycled to reduce the amount of exhaust fumes. The
Group has also improved its purification technology and reduced the use of
ethyl alcohol in processing modern Chinese medicine raw materials. The Group
continues to carry out research and development to further improve its
purification technology so as to reduce the use of ethyl alcohol and other
solvents with the aim to reduce the amount of exhaust fumes discharged into
water and land and ensure the compliance with relevant standards.

During the Reporting Period, the air pollutants emission was as follows:

RE - HERERBE

ZRITRIBERK
AEEHRNZERSANIBREEERE
REMETAREREENER - BigbhR
ZHERAORBEREZE R RERE MAR
REEHER - BREFRIZRT ZA
SETREAERES EREIFTAHER
RIRAERIKE

o AEE-BERBARMEHEETE
NEEHRAREELEMEENERSRY
BERR o FEBBENER)- RAB -L- RAEBIRE - 4
EERFR(—EZE LA R M) AR
BRIEH MK AT BER NIRRT E - BREMA
NR-REB-L-REMREEBRETELDN
AR EREENE - REETTERER
AL BT Bom A P BRI TR A2 L BF
BVEF - AEBABAEETHEAE - P E
HOBeRl - SARD B R B R B -
R A MK K B R BE R B R (R T
HHRIIRE -

MREHR - ZROSEMPRAT

Total amount Total amount ERERY —E--&F Z—Z--fF
Type of air pollutants ~ Unit in 2022 in 2021 pid) Efy BYENE  AERE
Nitrogen oxides (NO,) kg 72.88 69.74 A&/ NO) T 72.88 69.74
Sulphur dioxide (SO») kg 3.12 2.99 “&HREG0)  Fr 3.12 2.99
Particulate matter (PM) kg 7.86 7.52 BRYIE (PM) TR 7.86 7.52
Greenhouse Gas Emission BERBEBHEK

Greenhouse gas (“GHG”) is considered as one of the major contributors to the
climate change and global warming. During the Group’s operation, electricity
consumption accounts for a major part of our GHG emission. The Group
places great emphasis on improving energy efficiency and reducing energy
consumption. The Group has adopted energy saving initiatives that will be
further elaborated in the section headed “Use of Resources” of this Report.

During the Reporting Period, the GHG emission was as follows:

RERE((BERR D BRARREELR
ERBETENEZ — RAKENEES
MREBERRERABEMMNEENS - AEE
FEERRBEBREERE - REEDIK
METBESETE - MIRARE TEIREM ) —fE
— i -

REEHRE - RERBHRET

Total amount Total amount BERE —E-CE CZB--&
Type of GHG emission  Unit in 2022 in 2021 b3 il By BHRE BHHE
Scope 1! tonnes of CO,-e 6.10 5.83 EE1 WECO,e 6.10 5.83
Scope 2° tonnes of CO,-e 2,244.63 2,136.17 & & 22 ECO,e 2,244.63 2,136.17
Scope 3 tonnes of CO,-e 2.80 6.51 #E 3 WECO,-e 2.80 6.51
Total GHG Emission tonnes of CO,-e 2,253.53 2,148.51 BERE 1 CO,-e 2,253.53 2,148.51

FHaE
GHG Intensity tonnes of CO,-e/ 31.30 26.52 BEREZE WCO,e/ 31.30 26.52
employee* E&*
1 Scope 1: Direct emission from sources that are owned or controlled by the Group. 1 FEA - AEETHEA S FI IR EEBER -
2 Scope 2: Indirect emissions from the generation of purchased electricity consumed by 2 HE2  AEEEFECDEEENEENREEEW -
the Group.

3 Scope 3: Other indirect emissions from the traveling of staffs by plane. 3 E 3 BT R A EL A R B -
4 The intensity refers to tonnes of carbon dioxide equivalent (CO,-e) divided by the total 4 BREE A IRE SR ARESHRESEA

number of employees at the end of the reporting period.

o
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HENRER®E

Hazardous and Non-hazardous Wastes

The hazardous wastes of the Group was mainly generated from the provision
of genetic testing and molecular diagnostic services. All laboratory staffs strictly
complied with the Waste Disposal Ordinance € B ¥ & & 1% | ), the Waste
Disposal (Clinical Waste) (General) Regulations { EE¥1 52 & (& EY) (—/%)
7 ) and Code of Practice for the Management of Clinical Waste — Small
Clinical Waste Producers B &EEME R TE<TR — NEBEEVEELE
from Environmental Protection Department for handling and disposal of the
experimental wastes so as to minimize any potential danger and risk to public
health and risk of pollution to the environment. Non-hazardous wastes of the
Group are generated during the manufacturing process and office operation.
The non-hazardous wastes generated during manufacturing process include
scrap materials resulting from processing of Chinese medicine raw materials,
scrap packaging materials, glass and other solid wastes. The non-hazardous
wastes generated during manufacturing process are classified and recycled.
Some of the scrap materials are recycled as fertilizer for agricultural use. The
scrap packaging materials are recycled as raw materials by paper
manufacturers. The glass and other solid wastes are recycled by manufacturers
of construction materials.

In addition to non-hazardous wastes generated from manufacturing process,

non-hazardous wastes such as paper and used office materials, are generated

during the office operation. The Group strives to reduce the amount of paper

waste and strengthen the environmental awareness of employees by

introducing paper-saving initiatives as follows:

— Paper recycling boxes are placed near the photocopiers for collection of
single-sided paper for reuse and double-sided paper for recycling.

— Default double-sided printing are set in printers.

— Employees are encouraged to reuse stationery such as used envelopes.

— Electronic means of communication such as emails is encouraged.

During the Reporting Period, the amount of the hazardous and non-hazardous
wastes generated by the Group were as follows:

BEREEEEY
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%Ei%>mﬁm NEERIHARERA
BESENTMERMRESERR - A%
ENEEEEYRERERELHAETEY -
BUERBETEANEEZEEYRIE NI F 5
EMAEENER BEBSEME - FER
HEEEEEY RiEBREPEENEEE
BV FUSTERER  BoBERSBRAE
BEREN - BEREMPHERBREERA
Wﬁﬁﬂ W REMmEEEE R EEM
BELEEmERER -

BELEBIETEENEERREMIN HAE
E%ﬁ@?iﬁ%@%@N@ﬁ%&%ﬁ%
ENE) AREE RO EREREBSIA
I ER KRR e ISR R B VIRIRE

—  EEMERARAEIE - A EEE
FT EDRER £ 7 o P R B T 4T EDAR R 4
BREM -

- TEHREETEREEITEIIE -

- DRREEENAXAEMM  fIMEE
FR1EE -
- BEEFBESN PIWETFEML-

REHB A EEEENEENESTESE
s

Total amount Total amount —E-C-F C—ZB--&
Type of waste Unit in 2022 in 2021 BEYER B ag “g
Hazardous waste tonnes 0.54 0.48 BEEEN W 0.54 0.48
Hazardous waste intensity tonnes/employee* 0.008 0.006 BEEEY W/ EE! 0.008 0.006
HE
Non-hazardous waste tonnes 35.77 32.01 mEREEY) 35.77 32.01
Non-hazardous waste tonnes/employee® 0.44 0.40 BEEEY B /ESS 0.44 0.40
intensity B
4 The intensity refers to tonnes of hazardous waste divided by the total number of 4 FERBSEEMWEHEBRUREHREELA
employees at the end of the Reporting Period. 2
5 The intensity refers to tonnes of non-hazardous waste divided by the total number of 5 FERBETEEMWEEBRUREHREELA
employees at the end of the Reporting Period. 2
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Wastewater

The wastewater generated during the production process is treated by the
Group’s own wastewater treatment facilities using anaerobic/oxic (A/O)
process and dissolved air flotation technology. The wastewater is processed in
a centralized system and treated to the extent that it is discoloured and
contains no sediment. For wastewater generated from turbines operation, it is
treated to remove sediment and to reach an appropriate pH level before
discharge.

Noise

Noise is mainly generated from the operation of turbines, heating, ventilation
and air conditioning systems, and air compressors. The Group strives to
reduce the generation of noise and its impacts on the surrounding environment
by implementing noise control measures to ensure the noise generated is
maintained at a level permitted by law.

The Group regularly monitors and reviews its production and operation
processes so as to reduce emissions, hazardous and non-hazardous wastes,
and energy consumption. The Group targets that the major emissions,
hazardous, non-hazardous wastes, raw and hazardous materials in 2023 will
be lower than 2022.

USE OF RESOURCES

The major resources used by the Group are electricity, petrol, water and
packaging materials. The Group has adopted a policy of “Energy Resources
Control Procedure” with the aim to promote preservation and conservation of
resources by implementing energy and water efficiency measures and
motivating our employees to participate in resource conservation activities. The
Group has established the corporate cost control management working group
to avoid wastage of resources and reduce production cost.

RE - HERERBE

&K
SEABRYEANBKETNEBARSHEK
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CERREXEEFRAR s —E-FFERE HEREARS

11



12

Environmental, Social and Governance Report

RS- #tEREREE

Energy consumption

The use of electricity and fuels account for our major energy consumption. In
view of the scarcity of resources, we have implemented various energy
conservation strategies as follows:

— Set the air-conditioned room temperature at around 25 degrees Celsius.

— Turn off the computers and lightings before leaving the office.

- Regular cleaning and maintenance are conducted on heat exchange
system to increase its efficiency.

— Energy efficiency is taken into consideration when procuring machineries.

During the Reporting Period, the energy consumption was as follows:

FERBEIR

FAREEZRERE LM - ERER
Wik - R EEM ZREEREBIDT
ZERERRENEL26E -

—  EEMARAEAEMHERMAER -

—  THBRRAERRMASAESEK
ak
BE °

- ERBRWMEEEEX -

WS HE - gERET

Total amount Total amount —E--F CZBE--&

Type of energy Unit in 2022 in 2021 BERER B ag =]

Electricity MWh 3,544.28 3,501.37 £ KEE 3,544.28 3,501.37

Petrol MWh 18.95 17.22 b KEE 18.95 17.22

Total energy MWh 3,563.23 3,518.59 BEEF KR 3,563.23 3,518.59
consumption

Energy intensity MWh/employee® 49.49 43.44 BERmE kRE/EES 49.49 43.44

Water consumption

Water is another main resource used by the Group during its operation. The
Group encourages water conservation effectively by promoting water saving
and recycling in its operation. Water-saving facilities are installed in sinks and
lavatories to reduce water consumption. The wastewater generated during our
production process is recycled and reused in the manufacturing process so as
to minimize water consumption. The amount of water consumption is recorded
regularly for the Group to monitor the water consumption level and better
formulate water-saving measures.

During the Reporting Period, the water consumption was as follows:

FKE

KEAEBREFFERANS BEXEER -
ANEBEBEHKELERHKRERER » 5
B A REN K K o K R TF R R EE K
B UK E o EEBIRPESNEE
KESLERRTREREEEFR  UEER
LREKE  REMTEHLEREAE - UED
FKE R BT H EEIKIEE -

MNEREHIRE - FkEMT

Total amount Total amount —E--F CZB--F
Water Consumption Unit in 2022 in 2021 HkE By we “g
Total m?® 679.73 663.68 @t MAK 679.73 663.68
Intensity m®employee’ 9.44 8.19 Pagisy SHK/ 9.44 8.19
EE’
Packaging Materials and Other Resources SRR EMER

Packaging materials are used to prevent any contamination of medicines by
the surrounding environment. The major packaging materials used by the
Group are papers and plastics, and their consumption amount was as follows:

BEMPRR SR EYREBEESR - A
EEEANTSORTHAKEREN &
SR ERBMT

Type of packaging Total amount Total amount aENE —E--F CZEB--F
material Unit in 2022 in 2021 =Rl B Faf=y Faf=
Paper tonnes 471.70 331.96 ok ir] 471.70 331.96
Plastic tonnes 233.90 137.68 2H i 233.90 137.68
6 The intensity refers to MWh per employee at the end of the Reporting Period. 6 FEIEKERERIARSE HRES AZ -
7 The intensity refers to m® per employee at the end of the Reporting Period. 7 BEIRT T AYEIAREHREE AZ -
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THE ENVIRONMENT AND NATURAL RESOURCES

Pursuant to the Environmental Impact Assessment Law of the PRC* FE A R
HABEIREFET(EA, manufacturers are required to prepare environmental
impact assessment report(s) setting forth potential environmental impacts and
formulate the prevention and remedial measures to be adopted for the
proposed projects. The Group conducts environmental impact assessment
and strictly monitors its projects in accordance with the environmental impact
assessment report. To further mitigate the environmental impacts of the
Group’s operation, the Group consistently utilizes modern equipment,
technologies and measures which have lower impacts on the environment. The
Group also monitors and manages its compliance with the laws and regulations
in respect of environmental protection.

The Group integrates environmental responsibility in designing, repairing and
maintaining existing and planned environmental protection equipment and
facilities. During the research and development stage of new products, the
design of the manufacturing facilities is taken into consideration to mitigate its
environmental impacts. Prior to the production of new products, the Group
evaluates the environmental impacts posed by the manufacturing of the new
drug and selects those products with less environmental impacts during
manufacturing process. The Group will further engage professionals to
undertake the implementation of the project and provide repair services for
environmental protection equipment and facilities. The repaired equipment and
facilities are subject to examination by local environmental protection
authorities.

CLIMATE CHANGE

The Group is aware that extreme weather conditions may affect the daily
operations and cause damages to the property of the Group. The Group
closely monitors the trend of global climate change, identifies the climate
related risks and implemented mitigation measures to make the day-to-day
operations more environmental-friendly by reducing the emissions and waste
and safeguard the safety of employees. The Group reviews and improves the
measures regularly to ensure the effectiveness to mitigate climate risks.

SOCIAL ASPECTS
EMPLOYMENT AND LABOUR PRACTICES
EMPLOYMENT

The Group believes employees are valuable assets and the foundation for
success and long-term development of the Group. The Group aims to attract
and retain talents, maintain a safe and equitable working environment for our
employees, provide development opportunities and promote employee health
and well-being. The commitment is incorporated into the Group’s staff
handbook. The staff handbook covers the Group’s standards in respect of
compensation and dismissal, recruitment and promotion, working hours, rest
days and other benefits and welfare.

The Group strives to create a fair and inclusive workplace where all employees
are treated fairly with dignity and respect. All employment decisions including
recruitment, promotion, dismissal, training and career development are based
on objective standards. The Group also provides and reviews the remuneration
packages of each employee by assessing their responsibilities and performance
regularly.
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RS- #tEREREE

The Group respects and offers equal opportunity of employment in all aspects
and strictly prohibits discrimination or harassment against any individual based
on their gender, age, nationality, marital status, disability, race, colour, religion
and any other characteristics protected by applicable law.

Remuneration and benefits are important to attract, retain and motivate talents
in achieving key goals of the Group. The Group provides competitive
remuneration, rewards program including share option scheme, retirement and
medical benefits to our employees. Employees are provided with social
endowment insurance, unemployment insurance, employment injury insurance,
maternity insurance, medical insurance and housing provident fund. Employees
are also entitled to various benefits including marriage leave, compassionate
leave, maternal leave as well as statutory holidays.

The Group was in strict compliance with the Labour Law of the PRC, the
Labour Contract Law of the PRC and other applicable laws and regulations in
the PRC as well as the Employment Ordinance of Hong Kong. During the
Reporting Period, the Group has not been involved in any case of non-
compliance with those applicable laws and regulations relating to employment
and labour practices that have a significant impact on the Group.

As at 31 December 2022, the staff compositions (in term of the numbers of
employees) by gender, employment type, employee category, age group and
geographical region were as follows:

AEEEEYWNEROTA T ERE R TH
GRBBE LS EEMBEANLER - FiR -
BAE - EIAOR - BK - Blk - BE - REUE
1P R 3 DR R AR o 5 A () B b R A B4R =X
BB -

O RS BE RS BE B AT AER
AEBTERRIEER - AEEARREEBR
HEABFONHH - REF S (2B
g BRARREEREN - BEREERHTERE
RE - RERE - THERR - £ERR - BE
RREEFAES EETARESSER
Mo BIEER - BME  EREERE -

AEHRBRET(hEARAMBILEZ) -
(PEARANMBELEHEEZE) P EEME
FERRERUAREBURBED) - RS
HifE > AEET NP REMERZEREL
STEREEERERERAMEAEEE
BERAFENELN -

RZE-_—_F+—-_A=+—8 " %E53 &
fBEA - BEER - FheAR RibIRGE S
DETHK(EEAZ)AT ¢

2022 2021 —E--F —EB--—-F
Total number of employees 72 81 BEAE 72 81
By Gender R R
Male 30 30 B 30 30
Female 42 51 pegis 42 51
By Employment Type RESER
Full-time 67 78 28 67 78
Part-time 5 3 FE 5 3
By Employee Category RESER
Senior Management 8 8 SR EIRE 8 8
Middle Management 20 13 FREEEAB 20 13
General 44 60 —RET 44 60
By Geographical Region RENE
PRC 57 72 2l 57 72
Hong Kong 15 9 B 15 9
By Age Group REwRASR
Aged 30 or below 25 29 30REAT 25 29
Aged 31-40 20 28 31E407% 20 28
Aged 41-50 21 20 41 E505% 21 20
Aged 51 or above 6 4 5153 A £ 6 4
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RE - HERERBE

The turnover rates of employees by gender, age group and geographical region REREEIR - IRMER - ER 485 &K [2 &5
during the Reporting Period were as follows: WEEMRAEMT :

Turnover rate MmEE
Employment Unit 2022 2021 EE By —E--f CZB--F
By gender® BIMERIE S
- Male % 46.6 16.7 -3 % 46.6 16.7
- Female % 47.6 17.6 -7k % 476 17.6
By age group® REHRAR

ElN

— 30 or below % 60.0 20.7 =30 BUAT % 60.0 20.7
-31-40 % 50.0 10.7 —31E40% % 50.0 10.7
- 41-50 % 33.33 5.0 ~41E505 % 33.33 5.0
- 51 or above % 40.0 25.0 —51RFAL % 40.0 25.0
By geographical region BitE
PRC % 50.9 1.1 FE % 50.9 1.1
Hong Kong % 33.3 66.7 Bk % 33.3 66.7
Overall'® % 47.2 17.3 BRRAED % 47.2 17.3
HEALTH AND SAFETY REHEZE

The Group places heavy emphasis on ensuring the occupational health and
safety of its employees. The Group has established a safe production
committee to monitor and manage matters related to occupational health and
safety and ensure strict compliance with relevant laws and regulations in the
PRC, including the Safe Production Law of the PRC and the Law of the PRC
on the Prevention and Control of Occupational Diseases.

Safety training is crucial to enhance employees’ awareness on occupational
health and safety so as to mitigate the risk of work-related injury. The Group
has adopted a policy of “Safety Production Management Procedures” to
ensure production safety. The Group conducts safety training on a regular
basis and actively participates in safety education activities organised by the
local government. Employees are required to pass the safety education
assessment before discharging their duties. In addition to the production
safety, the Group also places great emphasis on fire safety. The Group
organises fire drills every half year to ensure that employees are prepared to
respond in the event of emergency. The Group also invites fire department
personnel to carry out professional safety trainings for employees from time to
time, including trainings on safety knowledge and emergency evacuation drills.

In addition, the Group has adopted the “Employee Health and Management
Procedure” to establish employees’ health standard management. Employees
who have direct contact with the products are required to conduct medical
check at least once a year. The Group also provides medical insurance
coverage for employees.

8 Turnover rate refers to total number of employee turnover of the gender group divided by
total number of employees of the corresponding gender group at the end of the
Reporting Period.

9 Turnover rate refers to total number of employee turnover of the age group divided by
total number of employees of the corresponding age group at the end of the Reporting
Period.

10 Turnover rate refers to total number of employee turnover during the reporting period

divided by total number of employees at the end of the Reporting Period.
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Response to the pandemic

The persistent outbreak of the COVID-19 pandemic during the Reporting
Period has significantly affected the public health. The Group has taken the
following precautionary measures in order to protect its employees:

— Adopted flexible work arrangements including work from home
arrangement for the employees to ensure social distancing;

— Complied with the rules set by the local government regarding the
COVID-19 precautionary measures;

— Carried out the control measures including strictly required all the
employees to wear surgical masks in office premises, monitor body
temperature in all daily working days and disinfect office and operation
areas regularly;

— Required to report any infection cases of the employees and their family
members that lived together in a timely manner so that measures can be
taken immediately to prevent spread of pandemic within the Group; and

— Closely monitor the situation of the pandemic, review and adjust the
precautionary measures timely to ensure the measures are effective.

With the above policies and measures implemented, there was no fatal work-
related injury or accident occurred in each of the past three years including the
reporting year, nor any lost days due to work injury during the Reporting
Period. The Group has not been involved in any case of non-compliance with
the relevant laws and regulations in the PRC and Hong Kong relating to
occupational health and safety that have a significant impact to the Group
during the Reporting Period.

DEVELOPMENT AND TRAINING

The Group believes that the knowledge, skills and capabilities of its employees
are vital to the Group’s continuous business growth and success. In view of
that, the Group adopts a policy of “Employee Training Management Procedure”
and offers various training programs to employees to enhance their requisite
knowledge and skills in discharging their duties. The training programs offered
can be divided into four main categories as follows.

1. New employees’ trainings
Newly joined employees are required to participate in three modules of
training, including company, production and team. The trainings cover
the introduction to the basic company profile, equipment operation and
maintenance procedures, safety production management regulations,
etc.

2. On-the-job trainings
The on-the-job trainings are provided for existing employees which
covers operational skills training and medicine-related theoretical
knowledge such as knowledge on microbial and Chinese medicines.

3. Trainings for internal transfers
The trainings are provided for employees to be internally transferred to
other job positions. The trainings include the operation procedures of
new positions.
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4. Trainings for specific positions
Employees who handle special types of work or require special skills/
technique are required to go through professional trainings and obtain
work permits before carrying out their duties. Examples of specific
positions include boiler workers, electricians, welders and financial
accountants.

The training programs can be classified into internal and external trainings. For
internal trainings, the Group invites external experts and internal technicians to
conduct the trainings. For external trainings, the Group encourages employees
to participate in site visits, seminars and workshops organised by external
organisations.

During the Reporting Period, the percentage of employees trained and the
average training hours completed per employee by gender and employment
category were as follows:

RE - HERERBE

4.  EERBAEI
BRIB IR TR B A BRI A BeilD
BEENHENRSENTEZAIAETE
FERIEILES TIERF A& 5k L
P FRERETIA 1 RIREY
Bast AR -

B FIF B D B Ed R SNERIE F o Bh A EDLE
ME - AEEBFIMBER RN M E
REEI - pHNBFIME - ARESEEE
T2MIMBHRBEMNE IR - &Rk
EEIE -

RERE R - RIERIMEFEERN S DR
BIEEBA LR EEEE TR TIIE
FIEFBT

Percentage of BTN
employees trained EEEAN

Training Unit 2022 2021 3 By —EB--f CZEB--F§
By gender" BIERIE S
—Male % 96.7 100.0 -5 % 96.7 100.0
— Female % 95.2 94.1 -7k % 95.2 94.1
By employment category'2 RERER

%]]ﬁm
- Senior management % 100 100.0 -SHREEE % 100 100.0
— Middle management % 100 100.0 —H % 100 100.0

EEAR
— General % 93.2 95.0 -—RET % 93.2 95.0

Average training hours TS

Training hours Unit 2022 2021 B3| B g By —E--F ZB=--F
By gender RIERIES
- Male hours/employee 17.5 19.3 — B B RS 175 19.3
- Female hours/employee 17.1 18.8 — BB 17.1 18.8
By employment category ZEEER

EF)
— Senior management hours/employee 18.6 16.6 -BRERE B8/ EE 18.6 16.6
— Middle management hours/employee 18.2 18.9 —h By EE 18.2 18.9

ERAR
— General hours/employee 18.4 20.4 ——$ET BH/RE 18.4 20.4
LABOUR STANDARDS 2 T AR

The Group complies with the Labour Law of the PRC, the Labour Contract
Law of the PRC, the Rules on the Prohibition of Child Labour of the PRC and
the Employment Ordinance of Hong Kong in all material respects and strictly
emphasises on the prohibition of child labour and forced labour. The Group
has formulated the “Corporate Responsibility Policy” on prohibition of child
labour. As prevention for child labour, candidates are required to present their
identity cards for age verification during recruitment process. If there is any
case related to child labour or forced labour, the Group will investigate the
incident and report to local labour authorities.

During the Reporting Period, the Company has not been involved in any case
of any non-compliance with the relevant laws and regulations relating to
recruitment of child labour or forced labour practices that have a significant
impact on the Group.

1 Percentage of employees trained refers to total number of trained employee of the gender
group in the PRC divided by the total number of employees of the corresponding gender
group at the end of the Reporting Period.

12 Percentage of employees trained refers to total number of trained employee of the
corresponding employment category divided by the total number of employees of the
corresponding employment category at the end of the Reporting Period.
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OPERATING PRACTICES
SUPPLY CHAIN MANAGEMENT

The Group strives to strengthen the collaborative relationship with suppliers
and create competitive advantages in the value chain. The Group has
implemented a policy of “Supplier Management Procedures” to monitor the
quality of suppliers and ensure stable supply of materials and goods. When
selecting our suppliers, the Group takes into consideration various criteria,
including their track records, reputation, experience, industry qualification,
certification, credibility, financial strength, safety management, environmental
protection, employee health and social responsibility. In addition, the Group
has set up a supplier quality audit and evaluation team to conduct regular
written audits and on-site audits for our existing suppliers. The audits cover
various aspects, including suppliers’ qualification, suppliers’ compliance with
environmental and social regulations, production facilities, production process
and management and quality control system to ensure the suppliers comply
with the Group’s standards. Following the audit process, if there is any area of
non-compliance identified, the relevant supplier is required to propose
corrective actions in order to rectify the identified deficiencies.

The Group also works closely with sales agents and distributors in selling
pharmaceutical products. They are required to comply with the relevant laws,
rules and regulations and the Group’s marketing policies. In order to ensure
high quality sales services are delivered, the Group provides trainings for the
frontline salespersons to strengthen their knowledges and skills.

The number of suppliers of the Group during the Reporting Period by
geographical region is as follows:

Number of suppliers
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The PRC 17 12 A 17 12
Hong Kong 16 33 & 16 33
PRODUCT RESPONSIBILITY EmEE

The Group regards product safety, quality and labelling as a key competitive
advantage of its business and makes every effort to improve the product quality
while strengthening communications with customers. The Group upholds a
high-quality standard for the operation of manufacturing equipment and
manufacturing process of pharmaceutical products in accordance with the
“Administrative Measures Governing the Production Quality of Pharmaceutical
Products” promulgated by the government.

The Group is in compliance with the Good Manufacturing Practices for
Pharmaceutical Products (“GMP”), the Product Quality Law of the PRC, the
Rules on the Administration of Pharmaceutical Directions and Labels, the
Trademark Law of the PRC, the Law of the PRC on the Protection of
Consumer Rights and Interests and other applicable laws and regulations in the
PRC in all material respects. During the Reporting Period, the Group has not
identified any case of material sales returns or experience any product liability
or other legal claims due to the issues of product quality.
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Quality Control Management

The Group strives to achieve the highest possible standard in all products or
services provided to customers by adopting stringent GMP quality control
procedures. In order to ensure stringent product quality control, the Group has
also enacted the “Quality Assurance Management Procedure” and the “Quality
Control Management Procedure” to set out the Group’s standard in monitoring
and managing the product quality throughout the production process. The
quality control measures cover all aspects of the operation, from the design of
the manufacturing plants and equipment to the production of the finished
products, to ensure the quality of our product and service comply with GMP
standards.

In selecting quality control personnel, the Group assesses their professional
qualifications and experience. All quality control personnel are qualified and
experienced in quality control of pharmaceutical industry. The Group also
provides internal trainings for quality control personnel to enhance their legal
knowledge and provide technical updates in the pharmaceutical industry.

Product Recall Management

The Group has set up the “Product Recall Procedure” to ensure that the
recalled products are handled by the relevant departments and employees in a
proper and timely manner. During the Reporting Period, the percentage of total
products sold or delivered subject to recalls for safety and health reasons was
nil.

Complaints Handling

The Group endeavours to provide the best services to enhance customer
satisfaction. In order to continuously improve our customer service, the Group
has formulated the “Product Complaint Management Procedure” which sets
out a complaint management system in handling the complaints. The Group
has also established a complaint handling committee to ensure all complaints
are handled promptly and effectively. The complaint handling committee also
assists the Group with its best endeavours to ensure and maintain high
customer satisfaction. The time frame for handling complaints is established
based on the different market regions, severity levels of complaints and impacts
on customers. During the Reporting Period, the Group did not receive any
complaint from the customers.

Intellectual Property Protection

Protection of intellectual property rights is important for the development of the
Group’s business and the protection of its interests. Accordingly, the Group is
dedicated to protecting and enforcing its intellectual property rights. The Group
has formulated relevant confidentiality management system, which stipulates
that employees should keep the production process and product registration
confidential at all times.

In addition, the Group has always sought legal protection for all its products
and proprietary information by a combination of patents, trademarks, trade
secrets, contractual arrangement and other legal protection available under the
laws in the PRC, including state protection for Chinese medicine.
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Customer Data Protection and Privacy

The Group has always attached great importance to safeguard and protect
consumer rights and personal data. The Group has implemented a policy of
“Document Protection Management Procedure” to prevent loss or leakage of
confidential information. The documentations are classified into different
categories based on the level of confidentiality and can only be accessed by
authorised persons. The requests for confidential data is subject to special
approval and both the sender and the receiver are required to sign and confirm.
Before destruction of the confidential documents, relevant personnel are
required to obtain approval.

ANTI-CORRUPTION

The Group is committed to upholding high standards of business ethics and
integrity. The Group strictly abides by the Anti-Unfair Competition Law of the
PRC, the Criminal Law of the PRC, the Anti-Money Laundering Law of the
PRC, Prevention of Bribery Ordinance, Independent Commission Against
Corruption Ordinance and other relevant laws and regulations in the PRC and
Hong Kong. With the implementation of the “Anti-bribery System”, the Group
conveys its firm stance against corruption and fraud to its employees. The
Group incorporates applicable provisions related to anti-corruption in its
contracts with third party suppliers and requires suppliers to fully comply with
the requirements as defined. In order to strengthen corporate incorrupt
construction, the Group has established an anti-corruption working group to
monitor the sales process and prevent any case of corruption.

The Group has set up Whistleblowing Policy which encourage employees and
relevant third parties to report all forms of suspected illegal acts, misconduct or
dishonest acts which may lead to corruption, fraud, money laundering and
other offences or illegal acts. Employees can report to directors and company
secretary of the Group through suggestion boxes and emails. Cases reported
will be investigated as soon as practicable. The identity of the whistle-blower
and the content of the report are kept strictly confidential.

At the same time, the Group also provide trainings to directors and employees
through organising seminars and providing articles and leaflet of relevant
information about anti-corruption business ethics and anti-money laundering in
order to enhance their self-discipline awareness and emphasize the importance
of integrity and ethics.

During the Reporting Period, the Group did not receive any whistleblowing
reports and no legal case concerned with corrupt practices was brought
against the Group and/or its employees.

COMMUNITY
COMMUNITY INVESTMENT

As a socially responsible enterprise, the Group is constantly aware of the needs
of the community. The Group has adopted the “Corporate Responsibility
Policy” and actively participated in local community activities. The Group
encourages its employees to dedicate their time and skills to support local
communities and encourages its business partners to implement and improve
corporate social responsibility policies. The Group strives to develop long-term
relationship with our stakeholders and bring a positive impact on community
development.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORTING
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Subject areas, aspects, general disclosures and Key Performance
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General Disclosure Information on: “Emissions” 8
(@) the policies; and
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hazardous and non-hazardous wastes.
— M= BEBERIORERBEHEN - MUK R oS - [HER
BERBEEEEVNEEN
@ BE:R
(o) BEFHETABERTENEBREELR
Pl EHL -
KPI'A1.1 The types of emissions and respective emissions ~ “Emissions — Air Pollutants Emission” 9
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KPI'A1.6 Description of how hazardous and non- “Emissions — Hazardous and Non- 11
hazardous wastes are handled and a description hazardous waste”
of reduction target(s) set and steps taken to
achieve them
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General Disclosure Policies on the efficient use of resources, “Use of Resources” 12
including energy, water and other raw materials.
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transportation, in building, electronic equipment, etc.
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A3: The Environment and Natural Resources
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General Disclosure Policies on minimising the issuer’s significant “The Environment and Natural 13
impacts on the environment and natural Resources”
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B. Social
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Employment and Labour Practices
BREREIESR
B1: Employment
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General Disclosure Information on: “Employment” 13
(@) the policies; and
(b)  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
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B2: Health and safety
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General Disclosure Information on: “Health and Safety” 15
(@) the policies; and
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General Disclosure Policies on improving employees’ knowledge and ~ “Development and Training” 16
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of training activities
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B4: Labour Standards
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General Disclosure Information on: “Labour Standards” 17
(@) the policies; and
(b)  compliance with relevant laws and
regulations that have a significant impact
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relating to preventing child and forced labour
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General Disclosure Policies on managing environmental and social “Supply Chain Management” 18
risks of the supply chain
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BB AE MIE TR BS. 1 =i B 5 B e AR [ pEgeE e |
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KPI B5.3 Description of practices used to identify “Supply Chain Management” 18
environmental and social risk along the supply
chain, and how they are implemented and
monitored
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B6: Product Responsibility
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General Disclosure Information on: “Product Responsibility” 18-19
(@) the policies; and
(b)  compliance with relevant laws and
regulations that have a significant impact
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relating to health and safety, advertising, labelling
and privacy matters, products and services
provided and methods of redress
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recall procedures Control Management”
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B7: Anti-corruption
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General Disclosure Information on: “Anti-corruption” 20
(@) the policies; and
(b)  compliance with relevant laws and
regulations that have a significant impact
on the issuer
relating to bribery, extortion, fraud and money
laundering
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KPI B7.1 Number of concluded legal cases regarding “Anti-corruption” 20
corrupt practices brought against the issuer or its
employees during the reporting period and the
outcomes of the case
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KPI B7.2 Description of preventive measures and whistle- “Anti-corruption” 20
blowing procedures, how they are implemented
and monitored
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KPI B7.3 Description of anti-corruption training provided to ~ “Anti-corruption” 20
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General Disclosure Policies on community engagement to “Community Investment” 20
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understand the needs of the communities where
the issuer operates and to ensure its activities
have taken into consideration the communities’
interests
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culture, sport)

B EREE (HE - REME - STH K
2z - it - 88H)

Resources contributed (e.g. money or time) to
the focus area
EETHEMBAER (NG ERRE)

[HtE@iRE |

“Community Investment”

[tEREE ]

“Community Investment”

[HtREE ]

Sanai Health Industry Group Company Limited e Environmental, Social and Governance Report 2022



N\ g

Sanai Health Industry Group Company Limited
CEEREFXEEABRAT



	COVER
	CONTENTS
	ABOUT THIS REPORT
	PREPARATION BASIS AND SCOPE
	REPORTING PRINCIPLES
	AVAILABILITY OF THIS REPORT AND FEEDBACK
	INTRODUCTION
	ESG STRATEGIES
	STAKEHOLDERS ENGAGEMENT
	MATERIALITY ASSESSMENT
	ENVIRONMENTAL ASPECTS
	SOCIAL ASPECTS
	ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORTING INDEX
	BACK COVER



