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About the Report

&

Report Introduction

The 2024 ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT of China Traditional Chinese Medicine Holdings Co.
Limited is the 9th environmental, social, and governance (ESG) report independently released by the China Traditional
Chinese Medicine Holdings Co. Limited. In the spirit of openness and transparency, this report systematically
addresses stakeholder expectations by providing an objective, standardized, and comprehensive disclosure of China
Traditional Chinese Medicine Holdings Co. Limited and its subsidiaries' vision, strategy, and performance in sustainable
development, demonstrating practices in aspects of environmental, social, and governance.

Reporting Boundary

This report covers China Traditional Chinese Medicine Holdings Co. Limited and its subsidiaries, unless otherwise
stated. For simplicity, in the report, "China Traditional Chinese Medicine Holdings Co. Limited" is abbreviated as "China
TCM", "the Company" or "we", and with subsidiaries, as "the Group". In addition, the subsidiaries mentioned in the
report are abbreviated as follows:

e "Anhui Fengliaoxing Chinese Herbal Co., Ltd." as "Anhui Fengliaoxing"

"Anhui Tianxiang Pharmaceutical Co., Ltd." as "Anhui Tianxiang"

"Guangdong Qifeng Health Industry Co., Ltd." as "Qifeng Health"

"Guangdong Yifang Pharmaceutical Co., Ltd." as "Guangdong Yifang"

"Guangxi Yifang Tianjiang Pharmaceutical Co., Ltd." as "Guangxi Yifang"

"Guizhou Tongjitang Herbal Co., Ltd." as "Tongjitang Herbal"

"Sinopharm Group Beijing Huamiao Pharmaceutical Co., Ltd." as "Beijing Huamiao"

"Sinopharm Group Dezhong (Foshan) Pharmaceutical Co., Ltd." as "Dezhong Pharmaceutical

"Sinopharm Group Fengliaoxing (Foshan) Medicinal Material & Slices Co., Ltd." as "Fengliaoxing Material & Slices"

"Sinopharm Group Guangdong Medi-World Pharmaceutical Co., Ltd." as "Guangdong Medi-World"

"Guizhou Sinopharm Great Health Industry Development Co., Ltd." as "Guizhou Great Health"

"Sinopharm Group Jingfang (Anhui) Pharmaceutical Co., Ltd." as "Jingfang Pharmaceutical"

"Sinopharm Tianxiong Pharmaceutical Co., Ltd." as "Tianxiong Pharmaceutical"

"Sinopharm Group Tongjitang (Guizhou) Pharmaceutical Co., Ltd." as "Tongjitang Pharmaceutical"

"Sinopharm Group Zhonglian Pharmaceutical Co., Ltd." as "Zhonglian Pharmaceutical”

"Hunan Yifang Tianjiang Pharmaceutical Co., Ltd." as "Hunan Yifang"

"Jiangxi Yifang Tianjiang Pharmaceutical Co., Ltd." as "Jiangxi Yifang"

"Jiangyin Tianjiang Pharmaceutical Co., Ltd." as "Jiangyin Tianjiang"

"Lixian Dahuang Technology Co., Ltd." as "Lixian Dahuang"

"Longxi Yifang Pharmaceutical Co., Ltd." as "Longxi Yifang"

"Shandong Yifang Pharmaceutical Co., Ltd." as "Shandong Yifang"

"Shandong Zhongping Pharmaceutical Co., Ltd." as "Shandong Zhongping"

"Shaanxi Yifang Pingkang Pharmaceutical Co., Ltd." as "Shaanxi Yifang"

"Sichuan Sinopharm Tianjiang Pharmaceutical Co., Ltd." as "Sichuan Sinopharm Tianjiang'
e "Yunnan Tianjiang Yifang Pharmaceutical Co., Ltd." as "Yunnan Tianjiang Yifang"

e "Zhejiang Yifang Pharmaceutical Co., Ltd." as "Zhejiang Yifang"

Release Cycle

This report is an annual report that is published regularly every year. The previous report was released on April 2024.

Reporting Period

This report discloses China TCM's ESG management approach and performance for the period from 1 January 2024
to 31 December 2024 (the "Reporting Period"). Certain content may extend beyond this scope.

Organizational Scope

This report covers the Group, which operate across various business segments including the production and operation
of Chinese medicinal herbs, TCM decoction pieces, concentrated TCM granules, TCM finished drugs, TCM great
health and related operations.

Data Sources

All information and data presented in this report originates from internal official documents, statistical reports, third-
party surveys, along with relevant public information. The Company's environmental data reporting boundary includes
subsidiaries where: China TCM maintains operational control (= 50% equity ownership) during the Reporting Period;
the subsidiary conducts manufacturing operations; and the subsidiary has been operational for a minimum of two
years. Unless otherwise stated, the environmental data in this report covers subsidiaries that meet all three of the
aforementioned criteria simultaneously, while social data and all textual data cover the entire Group. All currency
amounts in this report are stated in RMB, unless noted otherwise.

Reporting Standards

Sustainable Development Goals ("SDGs") of the United Nations ("UN")

ISO 26000:2010—Guidance on Social Responsibility of the International Organization for Standardization ("ISO")
Sustainability Reporting Standards of the Global Reporting Initiative ("GRI") (GRI Standards)

The Environmental, Social and Governance Reporting Guide set out in Appendix C2 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the "Stock Exchange") (the "Listing Rules")

The China Corporate Sustainability Reporting Guidelines (CASS-ESG 6.0) of the Chinese Academy of Social Sciences

Quality Assurance

This report is reviewed by relevant departments of the Company and released after being deliberated and approved
by the Board of Directors. The Company hereby warrants that this report contains no false records, misleading
statements, or material omissions, and assumes full responsibility for the authenticity, accuracy, and completeness of
its contents.

Report Release

This report is published in both traditional Chinese and English. In case of any discrepancy between the two versions, the
traditional Chinese version shall prevail. This report is available in electronic format on the website of the Stock Exchange
(https:// www.hkex.com.hk), or the official website of the Company (https://www.china-tcm.com.cn). If you have any
comments or suggestions regarding this report, please feel free to share your feedback through the following channels. We
assure you that all information will be kept strictly confidential.

Add.: Room 1601, Emperor Group Centre, 288 Hennessy Road, Wanchai, Hong Kong
Tel: (852) 2854 3393

Fax: (852) 2544 1269

Email: ir@china-tcm.com.cn
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Message from the
Chairman

Verdant landscapes flourish as spring mountains emerge.

As a pioneer in the Traditional Chinese Medicine ("TCM") industry, China TCM has consistently
regarded sustainable development as a core approach that aligns with national strategies
and serves the well-being of the people. Since 2016, we have published our Environmental,
Social, and Governance Report annually for eight consecutive years, steadfastly honoring our
commitments to sustainability. Over the past year, we have embedded sustainable practices
across our operations and advanced the integration of the TCM industry with ecological
civilization and social value, focusing on four areas: prudent governance, green and low-carbon
initiatives, technological innovation, and inclusive benefits for the people.

Steadfast in Vision, Resolute in Mission, We Pioneer a New Chapter.

We are steadfast in our commitment to "Practicing national TCM development strategy,
leading the high-quality development of TCM industry". We strictly control product quality and
safety, continuously optimize our pharmacovigilance system, and promote the completion of
modern evidence-based medical verification for classic prescriptions. We have internalized
product responsibility as part of our corporate DNA, enhancing drug accessibility. Our products
cover 999% of tertiary medical institutions nationwide, and our key retail products achieve
a 97% coverage rate in the top 100 chain stores across the country. In addition, in 2024,
we conducted and organized nearly 1,000 academic events and academic conferences of
various types, as well as initiated over 800 free medical clinics and patient education activities,
continuing to promote pharmaceutical knowledge sharing.

Honoring Tradition, Embracing Innovation, We Advance Our Legacy Through Technology.

The millennia-old techniques of Traditional Chinese Medicine thrive through a steadfast
commitment to fundamental principles, coupled with the wisdom to adapt to changing
times. Underpinned by a "Three Horizontal and Eight Vertical" scientific innovation system, we
have achieved breakthroughs in six specialized fields, including orthopedics and respiratory
medicine. We have also participated in developing national standards, realizing a zero-to-one
breakthrough in establishing standards for animal-derived concentrated TCM granule. In 2024,
the Company added two CNAS-accredited laboratories and one provincial-level enterprise
technology center, and was granted authorization for 126 patents. Amid the wave of digital
transformation, we have perfected the "Quality Traceability Data Platform for the TCM Whole
Industry Chain" and the "Smart Decoction and Distribution System", endowing the millennia-old
medical art with wings of wisdom.

<
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Where Lush Mountains Meet Lucid Waters: Weaving the Tapestry of Ecological Civilization.

We maintain an enduring reverence for nature and coexist harmoniously with it. We have
implemented the 2024 "Dual Carbon Action” Work Plan to actively address climate change. In
2024, our photovoltaic power generation reached 6.5947 million kWh, equivalent to reducing
6,574 tons of carbon dioxide emissions. We implement green manufacturing practices,
enhancing resource utilization efficiency with intelligent energy management systems. As of
the end of the Reporting Period, the Group operates six nationally-certified green factories,
and five subsidiaries were recognized as water-efficient enterprises. We are committed to
developing a green circular economy. Our TCM residues are diversely transformed into eco-
friendly products by third-party ecological agriculture companies, implementing green landfill
practices. We practice ecological cultivation tailored to the unique land characteristics of our
Chinese medicinal materials growing bases. We have developed three distinctive models: wild-
simulated cultivation, crop intercropping, and wild habitat restoration. These initiatives actively
support China's "non-grain" agricultural policy, making our cultivation bases a living testament
to the "lucid waters and lush mountains are invaluable assets" sustainable development

philosophy.
Rooted in Responsibility, Enriching Lives: Our Pledge for National Revitalization.

We uphold our social responsibility by leveraging the distinctive strengths of the TCM industry
to deliver multidimensional support across industrial development, talent cultivation, and
consumption promotion. In 2024, we allocated RMB28.15 million to rural revitalization initiatives
across Jilin, Xinjiang, Tibet, Qinghai, Sichuan and other regions. Through establishing 165 TCM
growing bases spanning 22 provinces, we increased incomes for over 4,700 farm families. We
concentrated on six core production zones—including Xihe, Gansu (for Pinellia ternata/Banxia)
and Jiangyou, Sichuan (for Aconitum carmichaelii/Fuzi)—enhancing support for genuine Dao-
di herb regions via full industrial chain empowerment. Our talent development programs,
centered on rural talent development, strengthened technical training and capacity building.
Through the "Colorful TCM" volunteer initiative, we advanced TCM cultural promotion via
exhibitions, museum displays, and modern technology, while establishing TCM education
bases to support research programs and community science education.

A single herb carries the sparks of civilization; an effective prescription embodies the
hopes of the people. China TCM will remain steadfast to its original aspiration, paint a new
picture of high-quality development through ESG practices and write down glorious new
chapters on the grand journey toward Healthy China!

China Traditional Chinese Medicine Holdings Co. Limited
Chairman
April 2025

uewuiey) ay} wo.uy abessa

04



pajwi "0) SBUIPIOH BUIDIPalN 8SauUIYD JeUoHIpEL BUIYD) ——— {“.

Moday (9ST) 2UBUIBAOS PUE B120S ‘|eJUSWUOIIAUT FZ0T

About China TCM

Corporate China TCM, with "Sino-TCM" as its core brand, reinforces compliance control over
Bran d S trademark usage at three levels: Sinopharm, Sino-TCM, and its various sub-brands.

This systematic approach drives the promotion of both the company and product
brands, continuously elevating the brand image and solidifying a leading industry
position. Simultaneously, the Company is consistently seeking new partners through
expanding professional representation, broadening retail channels, and deepening
industry exchanges, thereby enhancing brand building from multiple dimensions. In
2024, both "China TCM" and "Zhonglian" were recognized as "China's Time-Honored
Brands", further highlighting their brand value.

Beijing Time-honored Brand

PEZH

SINO-TCM

China's Time-honored Brands

fizees Ghme @ @

514
Company China TCM is the modern TCM platform under China National Pharmaceutical
. Group Co., Ltd. ("CNPGC") and listed on the Stock Exchange (stock code: 00570.
PrOflle HK). Over the years, the Company has focused on the Chinese medicine industry
and upgrading medicinal plant cultivation, TCM products manufacturing, sales, =
and services. Its core business spans the production and operation of Chinese — E

medicinal herbs, TCM decoction pieces, concentrated TCM granules, TCM finished
drugs, and TCM great health.

Corporate R |
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Philosophy Se &

Corporate mission

Practicing national TCM
development strategy, leading the
high-quality development of the
TCM industry

Corporate vision
Comprehensively building a
sustainable, mutually synergistic,
and jointly developed full industry
chain of TCM healthcare services,
and creating an industry-leading
TCM healthcare services group

XiIsw ) EZGhE (%)
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Honors and Awards

ESG-related Awards
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Ranked 25th on "China's Top 100 ESG
Pioneer Listed Companies (2024)"

Administration Commission (SASAC) of the

Ranked 8th on "China's Top 50 ESG
Pioneer Listed Companies in the Greater
Bay Area"

State-owned Assets Supervision and
Administration Commission (SASAC) of the

-

D State-owned Assets Supervision and

@ ESG Public Welfare Pioneer Award

Responsibility Cloud
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China Corporate ESG 100 Index

People's Daily Overseas Edition, All China
Environment Federation
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Development
Strategy

China TCM adheres to the development direction of "comprehensively building a
sustainable, mutually synergistic, and jointly developed full industry chain of TCM
healthcare services, and creating an industry-leading TCM healthcare services group.”
To address critical shifts in the business environment, strengthen core competitiveness,
and define objectives for each business unit, we have refined our strategic roadmap with
optimized business segments and priorities. Our operations now focus on five core pillars:
Chinese medicinal herb production and operation, TCM decoction pieces, concentrated
TCM granules, TCM finished drugs, and TCM great health products, and we implement
a tiered development approach across these segments. Additionally, we increased
R&D investment for transformative breakthroughs; efforts are made to advance the
construction of traceable sourcing bases with digital platforms to ensure medicinal plant
quality control from raw materials to finished products. Furthermore, downstream big
health industry development is actively expanded.

ESG Responsibility, Charting the
Development Blueprint

China TCM deeply understands the significance of ESG governance in the new era development pattern and places high
importance on developing and implementing an ESG governance system. The Company has defined ESG governance
responsibilities at each level to ensure efficient coordination between decision-making and execution. The Company
focuses on material topics, setting quantitative objectives to continuously improve its ESG performance.

Statement of the

Board

Naisn

China TCM actively integrates ESG principles into its corporate strategy and
prioritizes ESG management. The Board serves as the highest decision-making
body for ESG governance and has delegated oversight of ESG-related work to the
Strategic Committee, which functions as the ESG Governance Committee.

Annually, the Company engages with internal and external stakeholders to identify
and assess the impact of ESG-related risks and opportunities on its business and
stakeholders. Directors unscheduled participate in both online and offline training
sessions led by ESG experts to deepen their understanding of ESG issues, enabling
them to more scientifically evaluate risks and opportunities. The Board Office
regularly updates information on ESG matters for directors, including updates
from the Stock Exchange and professional bodies. Based on annual materiality
assessments, the Company promptly refines its ESG management policies and
strategies. This ensures directors remain well-informed about the Group's ESG efforts
while enhancing their ability to recognize ESG's role in driving long-term growth. The
Strategic Committee oversees ESG policy formulation and implementation, while the
Audit Committee manages internal audits and risk management, supporting ESG risk
control. Each center (department) serves as an ESG implementation unit, responsible
for planning and executing specific initiatives. All employees are accountable for
collectively advancing ESG-related actions.

WDL eulyd Inoqy
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ESG Governance
Structure

Decision-making
Level

Guidance Level

Execution Level

Sustainability Indicators, Objectives, and
Progress

The Company has established a top-down ESG governance structure, clearly defining
responsibilities and roles at each level to ensure ESG principles are fully integrated
into corporate strategy, operations, and management. The Board, the highest
decision-making body for ESG governance, holds ultimate responsibility for ESG
performance. Authorized by the Board, the Strategic Committee oversees corporate
governance policies and their implementation. Senior management is responsible for
embedding ESG objectives into daily operations and ensuring the effective execution
of ESG initiatives. Each center (department) is responsible for planning and executing
specific ESG-related initiatives. Acting as the ESG coordination hub, the Board Office
consolidates and tracks ESG progress across departments, aggregates ESG data,
prepares ESG reports, and reports performance updates to the Board and Strategic
Committee.

ESG Governance Structure

Board of Directors

Strategic Committee Audit Committee

Senior Management

All centers (departments)

China TCM recognizes stakeholders' critical role in corporate sustainable

Sta kehOlder development. We have implemented a structured engagement mechanism to
Communication maintain ongoing dialogue with both internal and external stakeholders. Through

these channels, we actively solicit feedback and systematically incorporate relevant
suggestions into our ESG management framework to drive continuous improvement.
In the meanwhile, the Company consistently refines its communication approaches
to better address stakeholder concerns, thereby further promoting mutual trust and
win-win outcomes in sustainable development.

Stakeholders Topics of concern Communication channels
& * ESG governance
'& “EI ® Energy management e Regular work reporting
—  Response to climate change e Daily communication
Government/ e Water resources management e Information submission
Regulatory agencies e Emission and discharge management
« Compliant operations e Regular report release
« Business ethics ¢ Announcement issuance
« Risk control and management ¢ Convene a general shareholders'
Shareholders/ e Anti-corruption meeting

e Roadshows, on-site research

SRtanmaceuticalinnovationiandiRD e Online communication and interaction

Investors

e Employees' rights and interests

% protection
| e Employee development and training

e Occupational safety and health
e Diversity and equal opportunity

e Questionnaire survey
e Exchange meeting

¢ Opinion collection

e Visits and tours

e Sustainable supply chains

%‘8‘_”? e Business ethics

e Pharmaceutical innovation and R&D
Suppliers/Partners ® Promotion of industry development

e Daily communication
e Cooperative exchange

e Pharmaceutical innovation and R&D
e Quality and safety of drugs
d’g‘o o Information disclosure
o Customer survey

e Medicine accessibility and affordability

o Customer rights and interests
Customers protection

e Responsible marketing

The Company has established measurable ESG
targets, covering aspects such as product quality,
safety production, pollutant release, resource
consumption, and greenhouse gas emissions.
Executive compensation is tied to ESG performance
management for accountability. All product quality
and environmental management goals for 2024
have been achieved.

ﬁi_)&?ﬂ  Medicine accessibility and affordability : Sglki}:icev;?lfsaerﬁ/iizzw“es
' e Community welfare and development « Public inf H
The publlc upbliC INnTormation
o * ESG governance * Public welfare activities
R, e Community welfare and development « Volunteer services
* Biodiversity protection o Communication and exchange
NGOs * Response to climate change

jundanig yuawdojanaqg ayy Bundey) ‘Ayqisuodsay 9s3
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Material Topic
Analysis

The Company proactively identifies core issues that are significant to its sustainable
development. A total of 5951 questionnaires were collected through an online survey
to gather stakeholders' concerns and requirements. The evaluation and ranking of
the impact of material issues were conducted in conjunction with the characteristics
of the industry and business in which China TCM operates. This process resulted in
the formation of a materiality matrix, which provides an important reference for the
disclosure focus of this report and further enhances the relevance and effectiveness
of the Company's ESG management.

Material Topic Analysis Process I

The Company actively conducts material topic analysis and assessment to accurately understand and respond to the concerns
of various stakeholders, thereby more effectively identifying and managing its own risks and opportunities. In 2024, China TCM
implemented material topic evaluation following a four-step process: topic identification, topic research, topic analysis, and topic
review. The specific process is as follows:

Material Topic Analysis Process

Identification

Aligned with the Listing Rules and GRI Standards, the Company has developed a
materiality matrix through sector-specific analysis and operational evaluation

Research

Conducted online questionnaires to collect input from stakeholders such as government
regulators, investors, consumers, and suppliers

Analysis

Developed materiality prioritization and matrix based on importance to corporate
development and importance to stakeholders

Review

Reviewed and approved 2024 materiality prioritization by the Strategic Committee

Material Topic Analysis Results I

In 2024, the Company merged several topics, resulting in a total of 23 ESG topics. These include 5 environmental topics, 13
social topics, and 5 governance topics. Research and assessment were conducted on these topics, ultimately identifying 9 highly
impactful material topics and creating the corresponding material topic matrix.

Material Topic Matrix of China TCM

»

siaploysyeis 0y Ayerisieln
jundanig yuswdojanaqg ayy Bundey) ‘Ayqisuodsay 9s3

®

@ Environmental @ Social @ Governance Materiality to business sustainability

Energy management Quality and safety of drugs Business ethics
Employees' rights and interests
protection

Medicine accessibility and
affordability

Occupational safety and health
Responsible marketing
Pharmaceutical innovation and
R&D

Customer rights and interests
protection

Intellectual property protection
Diversity and equal
opportunity

Sustainable supply chains
Employee development and
training

Community welfare and
development

Promotion of industry 12
development

Response to climate Anti-corruption

change Compliant operations

Risk control and
management

Water resources
management

® 06066

Emission and discharge ESG Governance

management

Biodiversity protection

® 6 66 66 6 660 © OO0
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Robust Governance, Building
a Solid Development
Foundation

China TCM has advanced the modernization of its governance system
by developing an integrated mechanism of "compliance, risk control,
and monitoring" to reinforce the foundation of rule-based corporate
management. The Company upholds business ethics, fostering a culture of
integrity and self-discipline. Through digital and intelligent transformation,
it strengthens information security safeguards. Committed to ESG
principles, the Company generates sustainable value for shareholders,
employees, customers, and society at large, consistently setting industry
benchmarks in corporate governance.

Material Topics Covered in this Chapter

= Compliant operations

= Risk control and management
= Business ethics

= Anti-corruption

UN SDGs Addressed in this Chapter

16 PEACE, JUSTICE
ANDSTRONG
INSTITUTIONS
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Corporate Governance

China TCM strictly complies with laws and regulations, including the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), as well as relevant requirements of the Securities and Futures Commission (SFC) and the Stock Exchange,
continuously refining its internal governance framework. The Company has established a comprehensive, professional, and
effective governance structure to ensure the independence, diversity, and professionalism of the Board of Directors. We
also ensures timely and accurate disclosure of relevant information, safeguarding investor rights and enhancing corporate

value.

Corporate
Governance

090

e

In 2024,
the Company convened

| general meeting

b

board meetings

Information
Disclosure

O))
()

In 2024, the Company organized or
participated in nearly

100

investor communication activities.

In accordance with the Articles of Association of China Traditional Chinese
Medicine Holdings Co., Limited, the Company continuously standardizes
its governance to establish a democratic and scientific modern corporate
governance structure. In 2024, the Company convened one general meeting,
six board meetings, and multiple special committee meetings, as well as
independent director meetings, all in compliance with applicable laws and
regulations.

Governance Structure

Board of Directors

Strategic Nomination Audit Renumeration and
Committee Committee Committee Evaluation Committee

The Company has established internal regulations, such as the Administrative
Measures for Information Disclosure and the Investor Relations Management
Measures, to ensure compliance in disclosing corporate information. These measures
guarantee the accuracy, authenticity, completeness, and timeliness of the disclosed
information. During the Reporting Period, the Company released 71 announcements,
including annual and interim reports, relevant documents, notices of general meeting
and board meetings, and other voluntary announcements, on designated information
disclosure platforms. There were no violations of fair disclosure principles.

The Company has established diverse communication channels, actively engaging
with investors through methods such as telephone, email, performance briefings,
on-site receptions, and shareholders' meetings. This proactive approach aims to
address investor concerns, enhance the timeliness and transparency of interactions,
strengthen industry influence, safeguard investors' rights and interests, and achieve
mutual growth through mutual promotion. In 2024, the Company organized or
participated in nearly 100 investor communication activities.

Compliance and Risk Management

China TCM has consistently upheld compliance and risk management as the lifeline of its sustainable development. The Company
continuously strengthens the integration of compliance and rule of law, actively building a compliance management system that
spans all business activites and processes. It also enhances compliance awareness and embeds compliance requirements into
daily operations. Through the "Three Lines of Defense" framework, the Company has established a robust risk management
mechanism, enhancing capabilities in risk identification, assessment, early-warning, and response. This systematic approach
safeguards China TCM's steady operations and drives high-quality growth.

The Company has established a multi-tiered compliance management system, clearly
defining the compliance responsibilities of each department and position to ensure
that compliance duties are assigned to individuals. By setting up mechanisms such
as the Compliance Committee, General Counsel (Chief Compliance Officer), and
part-time Compliance Officers, a top-down compliance oversight network has been
formed to ensure that compliance risks can be promptly identified and addressed. In
2024, the Company organized all 21 of its directly managed subsidiaries to conduct
a comprehensive effectiveness evaluation of their compliance management systems,
achieving 100% coverage across all Tier-3 enterprises. The self-assessment covered
six key dimensions: organizational structure, institutional frameworks, operational
mechanisms, oversight & accountability systems, corporate culture development, and
digital compliance infrastructure. The results indicated overall strong performance.

Compliance
Operations

Compliance Policy Update

The Company regularly reviews and updates its existing compliance management systems to ensure alignment with the
latest laws, regulations, and industry standards. In accordance with relevant provisions of the Measures for the Compliance
Management of Central Enterprises, we have revised the Compliance Management Measures and the Compliance Manual, and
facilitated the adoption of subsidiary-level Compliance Management Measures across all directly-managed units, steering the
Company's compliant operations.

Focusing on seven critical compliance areas—market transaction, EHS (Environment, Health & Safety), product quality, labor and
employment, tax, finance & asset, intellectual property, and cross-border operations—the Company has implemented targeted
systems, including Marketing Compliance Guidelines, Procurement Compliance Guidelines for Wild Protected Species, Legal
Compliance Guidelines for Brand Authorization and Collaboration, and License Management Guidelines (Trial), to ensure all
business activities adhere to established rules.

Sustained Compliance Management I

The Company uses Qixinhuiyan (gixin.com) to monitor and flag compliance risks, providing real-time alerts to the Group
regarding litigation exposures, operational risks, and public sentiment. This system enables dynamic tracking of 19 compliance
risk categories across all subsidiaries. A compliance early-warning mechanism is embedded in the "Law in Action" column, which
distributes tailored compliance alerts to headquarters leadership, relevant departments, and subsidiaries based on risk type and
urgency. The Company organizes all centers (departments) and its 21 directly managed subsidiaries to systematically carry out
the compilation work of the "Three Lists", adjusting and optimizing key-position compliance checkpoints and process control
according to the actual situation of the Company.

Compliance Training and Education =

The Company has established structured and sustained training mechanisms that integrate legal education with awareness
initiatives. Through a blended approach—including in-person sessions, e-learning platforms, and multimedia tools—it delivers
regular compliance training programs. This ensures all employees fully comprehend and consistently uphold the Company's
compliance objectives and standards.
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100%

signing rate of the Compliance Organized 5 legal compliance training sessions, covering key

Management Responsibility points of the new company law revision, foreign-related rule of
Statement of the directly managed law, anti-domestic violence, corporate anti-corruption, and anti-
subsidiaries commercial bribery

Published a total of 38 legal education articles on the "Law in Action" column through the

Corporate WeChat Account. Topics included compliance knowledge in the pharmaceutical industry,
Civil Code-related knowledge, highlights of the new company law, compliance case alerts, and
more.

H Guided by the "Three Lines of Defense" framework, the Company has established
Risk Management ™ > ompeny .
a risk management system that conducts comprehensive, methodology-driven

annual risk assessments and implements a "annual analysis + quarterly monitoring"
mechanism for the prevention and control of major risks. This enables effective
evaluation and real-time tracking of critical risks, and tiered management and
response protocols for sub-critical risks, thereby ensuring an effective risk mitigation
and control structure.

A three-tiered organizational framework (Governance-Management-Operations)
has been established to ensure cross-functional coordination through clear
role delineation, defined accountability, and preemptive contingency planning,
maintaining robust safeguards against risk incidents.

The "Three Lines of Defense" framework for Risk Management

Board of Directors

A\
Audit Committee
A\

Senior Management

R N R
First line of defense Second line of defense Third line of defense
Subsidiaries All center (department) Audit Department, Working
(Basic value) (Supporting) Department of Discipline

Inspection, Inspection Office
(Risk confirming)

The Company has launched its 2024 comprehensive risk evaluation, with inputs from 19 headquarters centers (departments) and
60 key subsidiaries, alongside an analysis of macro-policy and internal/external environmental factors. This process identified
the top five enterprise risks, for which targeted mitigation measures have been developed to systematically strengthen risk
management capabilities.

Business Ethics

China TCM upholds the development philosophy of integrity, honesty, and fair competition, implementing comprehensive
business conduct policies applicable to both workforce and suppliers. These codes clearly define moral guidelines and red
lines, fostering a clean and righteous business environment. The Company employs internal audits, special inspections, and
whistleblowing mechanisms as part of its regular oversight functions to monitor key positions and critical processes, ensuring
that integrity requirements are embedded throughout all business processes. This provides a solid foundation for the healthy and

sustainable development of the Company.

Business Ethics
System

During the year,

China TCM has completed
economic responsibility audits on

34 subsidiaries,

achieving a

100%
0 five-year coverage

rate

The Company strictly complies with all applicable laws and regulations, including
the Criminal Law of the People's Republic of China and the Anti-Unfair Competition
Law of the People's Republic of China, and has implemented robust governance
frameworks such as the Gifts, Cash and Voucher Registration and Handover Policy,
supported by complementary measures including the Prohibited Items List for
Implementing the Eight-Point Directive of the CPC Central Committee. Through
ongoing monitoring and enforcement, the Company ensures consistent adherence to
internal business ethics standards across all operations. The Company firmly opposes
illegal and non-compliant activities, including commercial bribery, money laundering,
monopolistic practices, and unfair competition.

During the Reporting Period, there were no instances of money laundering, fraud,
unfair competition, or other violations of business ethics within the Company.
Additionally, no embezzlement lawsuits were filed against the Company or its
employees.

In accordance with regulatory requirements, the Company conducts comprehensive
audits of its subsidiaries on a rotating at least five-year cycle. A unified annual audit
plan is formulated in accordance with 12 existing regulations such as Economic
Responsibility Auditing Measures for Key Leading Personnel, Internal Control
Evaluation Management Measures, and other relevant regulations on economic
responsibility auditing and internal control evaluation, through which we ensure a
full coverage internal audit oversight. During the year, China TCM has completed
economic responsibility audits on 34 subsidiaries, achieving a 100% five-year
coverage rate.
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Building a Culture
of Integrity

In 2024

I00%

Strengthening the Online Publicity Efforts m— ——————

The Company continues to expand
the coverage of its integrity-at-work
promotional efforts. Through columns
on WeChat official accounts such as
"TCM Compliance Insights", "TCM
Discipline Guidelines', and "Integrity at
Work", the Company has published over
50 authoritative interpretations and
case studies of relevant policies. These
publications provide timely and accurate
policy guidance for our employees.

The Company continues to strengthen its integrity culture by promoting anti-
corruption and anti-bribery principles across all levels of the organization. Through
integrity-themed campaigns, anti-corruption training, specialized workshops, and
online awareness initiatives, the Company reinforces ethical awareness and self-
discipline among employees, fostering a transparent and compliant corporate

environment.

of the Company's management personnel
have signed the Party Conduct and Integrity
Commitment Document
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Integrity Awareness Articles

Deepening Anti-Corruption Training for Leadership s

The Company remains steadfast in advancing its anti-corruption initiatives, intensifying integrity education to reinforce ethical
professional conduct and build a robust ideological defense against corruption. Group integrity discussions were conducted
with senior management from subsidiaries, engaging 250 participants; two on-site integrity training sessions were conducted to
strengthen self-discipline and ethical awareness among leadership.

==Liv} 2022 2023 2024
Anti-corruption training Session 14 23 27
Anti-corruption training % 100 100 100

coverage

Whistleblowing

Transfer to
Audit/
Supervision

Dept

Issue

Identification

The Company is committed to safeguarding the legitimate rights and interests of
whistleblowers. Handling departments must strictly maintain confidentiality regarding
whistleblowers' identities and report contents. All received reports—whether by
phone, mail, or in-person visits—are processed by designated personnel. Following
standard procedures, including the Letter of Petition and the Handover Receipt
of Materials from the China TCM Party Committee Inspection Team, the cases
reported are transferred to the relevant organizations for handling according to the
management authority.

Verification Accountability

process by Audit/

Supervision Dept per policies

Disciplinary
actions

Anti-corruption
reporting process

Systematic

[ 2 review &
enhancement

Reporting Channels

@) Mailing/on-site reporting address:
China TCM Working Department of Discipline Inspection, 5th Floor,
Winteam Plaza, Kuigi 2nd Road, Chancheng District, Foshan

QY Reporting hotline: 0757-88338890
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Excellent Innovations,
Setting Industry Quality
Benchmarks

China TCM is establishing a mature innovation system, supporting innovative talents
and integrating sustainability principles into its R&D processes. The Company places
emphasis on intellectual property protection and digital and intelligent development,
promoting industry exchange; ensures product quality while consistently enhancing
customer management capabilities, enabling more patients to access affordable
and reliable medications; and is enhancing its supply chain management systems by
progressively integrating ESG principles into lifecycle management.

Material Topics Covered in this Chapter

= Pharmaceutical innovation and R&D = Responsible marketing

= Intellectual property protection = Customer rights and interests protection
= Promotion of industry development = Medicine accessibility and affordability
= Quality and safety of drugs = Sustainable supply chains

UN SDGs Addressed in this Chapter

IIlJSTKV INNOVATION 12 RESPONSIBLE PARTN[HSHIPS
ANI] INFRASTRUCTURE EDNSI.IMFIII]N F[]R THEGOALS
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Innovative Research & Development

China TCM adheres to the core philosophy of "Honoring Heritage, Advancing with
Innovation”, promoting a vertically integrated control system for technological
innovation and driving the upgrade of the entire industrial chain. The Company has
established multiple systems related to R&D management, innovation incentives, and
intellectual property protection, continuously enhancing its innovative capabilities and
competitive advantages.

R&D System

We have established a "Three Horizontal and Eight Vertical" matrix-style scientific
innovation system, achieving full coverage from the source of medicinal materials
to the final products. This ensures scientifically validated technical support at every
stage, creating synergies that accelerate innovation across all company business
units.

Scientific Innovation System with a "Three Horizontal and Eight Vertical" Matrix

China TCM Chinese

Medicine Research Institute

New TCM Drug R&D Center TCM Health Product R&D TCM Quallt_y Evaluation and
Center Testing Center
Concentrated TCM Granule TCM Resources R&D Center TCM Information Service R&D
R&D Center Center
Classical TCM Prescription TCM Decoction Piece R&D
R&D Center Center -
Technical Support

Quality inspection .
o departments of subsidiaries Technical R&D and
Subsidiaries IT departments of
CNAS labs subsidiaries

The Company incentivizes research personnel in accordance with its management regulations, fully supports the growth and
development of innovative talent, and continuously expands the research team to enhance R&D capabilities.
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The Company 4 2 . IB . E7 .
government = nationally senior-tite | associate
currently employs . ) ) o
special recognized professionals | senior-title
O | 4EI] allowance master professionals
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o recipients craftsmen
/ (% scientific and
technological with
professionals |4 ZE 5 0
postdoctoral | master's | H A]

researchers | degree
and PhDs holders

of R&D personnel holding
master's degrees or higher

The Company has earned multiple recognitions for its innovative platform technologies, demonstrating our exceptional
R&D capabilities and industry leadership. These achievements will further drive industrial upgrading and facilitate higher-
quality development.

In 2024

the Company added

/ I

CNAS-accredited laboratories provincial-level enterprise technology center

The Company now boasts
platforms, including

national industrial technology

national enterprise
public service platform master's studios

technology centers

academician expert postdoctoral CNAS-accredited provincial and ministerial
workstations . research stations | laboratories . levels R&D platforms

R&D The Company focuses on well-defined research directions, encompassing

six major specializations: orthopedics, respiratory medicine, mental health,
dermatology, oncology, and metabolic diseases, along with other clinical fields
demonstrating strong outcome predictability. Leveraging the unique strengths
of its subsidiaries, the Company engages in the development of new traditional
Chinese medicine drugs and the secondary development of existing products.
This ongoing effort aims to enhance the Company's R&D capabilities and enrich
its portfolio of research achievements.

Achievements

Case: Self-Developed Category 3.1 innovative traditional Chinese medicine—Danggui Buxue
Tang Granules Approved for Marketing 7

In August 2024, our first traditional Chinese medicine compound preparations regulated as the ancient classic formulae (i.e.
the Category 3.1 innovative traditional Chinese medicine), has been approved for marketing by National Medical Products
Administration. Fully developed in-house, the formula originates from Danggui Buxue Decoction recorded in Treatise on
Differentiation of Internal and External Injuries (Jin Dynasty, Li Dongyuan). Designed to tonify gi and generate blood, it
addresses blood-deficiency fever syndrome, with symptoms including muscular heat, dry fever, excessive thirst, reddened
eyes/face, persistent day-night discomfort, and weak pulse upon heavy pressure. China TCM is the first domestic company
to secure approval for this classical formula. Marketing authorization of Danggui Buxue Tang Granule manifests that
the technological system for traditional Chinese medicine ancient classic formulae developed by China TCM, targeting
on seeds and seedlings, traditional Chinese medicinal materials, TCM decoction pieces, reference samples, preparation
researches, toxicology researches and clinical application, has achieved a substantial breakthrough. Meanwhile, it will
further enrich our TCM finished drug product echelon, and plays an active role in our continuous high-quality development.
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We integrate sustainability principles into our R&D initiatives through dedicated projects exploring circular economy solutions for herbal
medicine byproducts. Key research programs include: Key Technologies for Producing Epimedium-Specific Organic Fertilizer from Xianling
Gubao Residues & High-Value Recycling, Research & Demonstration of Key Technologies for Herbal Residue-to-Animal Feed Conversion,
Development of Granule Formulation Residue Recycling, and Process Research & Industrial Demonstration of Xianling Gubao API Residue
Redutilization. These initiatives pioneer novel approaches to maximize the value chain of TCM materials, establishing sustainable models
for industry advancement.

[ Case: Guizhou Sci-Tech Project Achieves Circular Economy Breakthrough with Medicinal Residue 7

The Guizhou Science and Technology Plan Project Process Research & Industrial Demonstration of Xianling Gubao API Residue
Reutilization has pioneered an ESG-driven fermentation technology for medicinal byproducts, achieving development of the
"Epimedium-Specific Organic Fertilizer" enterprise standard and establishment of a 2,000-ton/year pilot scale production line
and 577-acre (233-hectare) demonstration planting base, enabling closed-loop material recycling. The project also obtained one
invention patent, one design patent, and one research publication that collectively validate the ecological-economic value of
residue upcycling and establish an industry model for green production technologies.

The Company has played an active role in developing national standards for TCM granule formulas. Currently, China TCM has
drafted and secured adoption of 190 out of the 342 published national TCM granule standards, representing a 55% contribution
rate. Notably, in the January 2025 release of 26 new national standards, the Company successfully drafted 18 adopted standards.
This batch included pioneering animal-derived granule formulas such as Bombyx Batryticatus (Stiff Silkworm) and Stir-fried
Bombyx Batryticatus (Stir-fried Stiff Silkworm), marking a significant breakthrough in establishing national standards for animal-
derived TCM granules.

China TCM's Honors for Technological Innovation and Research in 2024

Awards Recipients Awarded by

Third Prize, China Patent Award

Second Prize, Shandong
Traditional Chinese Medicine
Industry Science and Technology
Award

First Prize, Industrial Progress
Award—Shandong Chinese
Medicinal Herb Industry Association

First Prize, 2024 Science and
Technology Award—China
Medical Association of Minorities

Third Prize, Gansu Provincial
Science and Technology
Progress Award

First Prize, Science and
Technology Progress Award

Third Prize, Shandong
Agricultural Technology
Promotion Achievement
Selection Program

Second Prize, Guizhou Provincial
Science and Technology
Progress Award

Second Prize, Industry-
University-Research
Collaborative Innovation

Guangdong Yifang
Pharmaceutical Co., Ltd.

Shandong Yifang Pharmaceutical
Co,, Ltd.

Shandong Yifang Pharmaceutical
Co., Ltd.

Shandong Yifang Pharmaceutical
Co., Ltd.

Lixian Dahuang Technology Co.,
Ltd.

Guangdong Yifang
Pharmaceutical Co., Ltd.

Shandong Zhongping
Pharmaceutical Co., Ltd.

Sinopharm Group Tongjitang
(Guizhou) Pharmaceutical Co.,
Ltd.

Shandong Zhongping
Pharmaceutical Co., Ltd.

China National Intellectual
Property Administration

Shandong Traditional Chinese
Medicine Association—Science and
Technology Awards Committee of
Shandong TCM Industry

Shandong Chinese Medicinal
Herb Industry Association

China Medical Association of
Minorities

Gansu Provincial People's
Government

Guangdong Manufacturers
Association

Shandong Provincial Department
of Agriculture and Rural Affairs

Guizhou Provincial Department
of Science and Technology

China Industry-University-
Research Institute Promotion
Association

China TCM prioritizes intellectual property protection, strictly managing patent-related
activities, including patent searches, applications, transfers, and licensing, in compliance
with the Science and Technology Administration Measures and the Patent Administration
Measures (2023 Revision).

Intellectual
Property Rights

During the Reporting Period, subsidiaries including Jiangyin Tianjiang, Guangdong Yifang,
Guangdong Medi-World, Tongjitang Pharmaceutical and Anhui Fengliaoxing established
their intellectual property management systems in accordance with the Enterprise
Intellectual Property Management (GB/T 29490-2013). This system comprehensively
manages intellectual property across all critical phases—creation, maintenance, utilization,
and protection. Through standardized processes and risk control mechanisms, it
enables closed-loop lifecycle management from innovation output to value realization.
Furthermore, we implemented regular IP protection training programs to strengthen
organization-wide awareness and competencies.

In 2024
All acquired patents
the Company were put into actual The Company also
was granted including and use, achieving a obtained
Vi 3

AV bd o4 4 100%
patents invention utility model design conversion rate authorized non-exclusive

patents patents patents voluntary licenses.

With the rapid advancement of information technology, China TCM is deepening
its digital and intelligent transformation, aiming to develop a smarter, more
efficient, and transparent TCM industrial ecosystem.

Digital and
Intelligent
Transformation

[ Case: Upgrading the Quality Traceability Data Platform for the TCM Whole Industry Chain 7

In 2024, the project "Quality Traceability Data Platform for the TCM Whole Industry Chain" successfully completed the upgrade
from an enterprise platform to an industry platform. This integrated platform establishes a comprehensive TCM industrial
production quality traceability subsystem to fulfill multi-party tracking requirements, upgrades the quality traceability in TCM
materials production subsystem with mobile capabilities to enhance field operations and quality control efficiency, and develops
an eco-sharing industry platform that attracts premium medicinal material suppliers and pharmaceutical partners by overcoming
traditional information silos—collectively fostering a robust TCM traceability ecosystem that significantly improves supply chain
transparency and collaborative productivity.

[ Case: Optimizing TCM Decoction and Distribution System 7

By optimizing the business processes of its TCM decoction and distribution system, the Company enabled efficient operations
across 25 nationwide shared intelligent TCM decoction and distribution centers. With the recent addition of 81 hospitals and
community clinics to its network, the service coverage has been significantly expanded. This system has processed over 4 million
prescriptions, representing a 43% year-on-year growth, which has substantially improved prescription processing efficiency. These
advancements facilitate convenient medication access for citizens and strengthen primary healthcare coverage. In the Fengliaoxing
Material & Slices pilot project, the system successfully achieved real-time integration with the ERP system, comprehensively
supporting operations from material requisition to invoicing and verification. This resolved issues with manual data processing,
markedly improving data accuracy and service efficiency. Moreover, leveraging big data analytics to scrutinize prescription drug
usage not only aids herbal decoction piece manufacturers in refining their production and supply strategies, enhancing capacity
utilization, but also fosters effective collaboration across the supply chain.
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Industry China TCM consistently drives industry advancement, enhances external
communication, and elevates both industry research capabilities and corporate

Co_Deve lopment ?;re competitivene'.ss through collaporations with regulatory bodies and universities.
e Company actively engages in industry conferences to deepen knowledge

exchange, proactively shares its sector expertise, and adopts innovative technologies,

collectively advancing the development of the traditional Chinese medicine industry.

Case: Participating in the 2024 Summit on Chronic Airway Disease Management and the 5th 7
Airway Diseases Conference

China TCM showcased its respiratory series products, including
Huashi Baidu (Dampness-Resolving Toxin-Removing) Granules,
Yupingfeng Granules, and Jinye Baidu Granules, at the 2024
Summit on Chronic Airway Disease Management and the 5th
Airway Diseases Conference. Through product exhibitions,
academic exchanges, and service engagements, the Company
showcased its expertise in integrated Traditional Chinese and
Western medicine approaches for treating respiratory infections
and chronic obstructive pulmonary disease (COPD) to an
audience of over 2,000 participants.

2024 Summit on Chronic Airway Disease Management and the

5th Airway Diseases Conference

China TCM has continuously strengthened its connections with government bodies and
universities, pooling resources from various sectors to foster a consensus on sustainable
I development. This effort contributes to the inheritance and innovation of traditional
Chinese medicine, as well as to global health. In 2024, the Company hosted visits,
becomes members of national-level inspections, and forums for leaders from provincial, municipal, and district governments
associations across the country. It also established strategic partnerships with multiple universities to

expedite the integration of industry-university research. Moreover, China TCM and its
|7 associations subsidiaries actively joined professional associations. During the Reporting Period, they

became members of 17 national-level associations and 159 local associations, thereby
local associations supporting the high-quality development of the industry.

| E H associations

In collaboration with Jinan University, the Company has initiated a second-phase research program targeting three core TCM
formulations—Runzao Zhiyang Capsules (Moisture-Restoring Anti-Pruritic Capsules), Heiguteng Zhuifeng Huoluo Capsules, and
Tongluo Guzhi Ning Plaster—employing integrated methodologies including animal model development, multi-omics analyses, and
molecular pathway decryption to pinpoint therapeutic targets for senile pruritus, gouty arthritis, and osteoarticular disorders. The
research systematically investigates the products' foundational mechanisms, such as "blood nourishment and yin fortification" and
"anti-inflammatory and analgesia effects”, through pharmacodynamic marker identification, critical signaling pathway verification,
and quality standard enhancement, thereby advancing expanded clinical applications and evidence-based medical validation to
support TCM modernization.

During the Reporting Period,

Case: China TCM and Jinan University Launch Phase II
Collaborative Research Program 7

The Company has also collaborated with renowned hospitals to conduct evidence-based medicine research. Through clinical studies, it
aims to provide patients with more effective and diverse treatment options, thereby meeting the growing demand for precise medication
tailored to individual needs.

Case: Clinical Study on the Treatment of Acute Upper Respiratory Infection in  —
Children with Jinye Baidu Granules ~
)

On March 23, 2024, China TCM launched a multicenter clinical study on the treatment of acute upper respiratory infection
in children with Jinye Baidu Granules in Tianjin. This project, conducted across 11 tertiary TCM hospitals in Tianjin, Henan,
Guangzhou, Wuhan, Zhejiang and other regions, employs an investigator-initiated clinical trial (IICT) design to assess therapeutic
effects on both symptomatic manifestations and TCM syndrome patterns, establish a robust evidence-based medicine (EBM)
system, and conduct in-depth clinical value exploration.

Quality Management

China TCM is committed to establishing and refining its quality management system, enhancing product quality through
systematic management measures and clearly defined quality objectives. The Company prioritizes robust internal and external
audit systems to proactively identify and address potential quality risks. Through company-wide quality culture initiatives, it
engages all employees in maintaining stringent product quality and safety standards, ultimately protecting public health.

Qualit China TCM regards pharmaceutical quality and safety as a high-priority material
issue, continuously enhancing oversight of production and operational quality

y i i L hanci ight of producti d ional li
Management management. This ensures full compliance with regulatory standards across all
drug manufacturing stages—from production and processing to inspection and
System distribution—while systematically advancing the quality management system.
e Company has established a Quali anagement Committee, chaire the

The Company h blished a Quality Manag C i haired by th
Company President, to serve as the governing body for quality management and

lead organization-wide quality assurance initiatives.

The Company adheres to relevant regulations including the Good Manufacturing
Practices for Drugs and Good Supply Practices for Drugs. It has developed policy
documents including the Measures for Quality Supervision and Management,
Internal Quality Audit Management Measures, and Internal Quality Audit Operating
Procedures. All subsidiaries establish annual quality objectives, with 100% signing
the Quality Management Objectives Responsibility Agreement to formalize their
commitments. Internal control and routine inspections on product quality of
subsidiaries are conducted, aiming at identifying and rectifying the potential quality
risks. During the Reporting Period, all China TCM manufacturing and commercial
subsidiaries obtained the Drug Production License or Drug Business License,
and conducted activities in full compliance with GMP/GSP standards, maintaining
comprehensive quality management systems.

The Company has established the Internal Quality Audit Management Measures
and Internal Quality Audit Operating Procedures to identify and rectify quality
issues through both internal and external audits.

Quality Risk
Oversight

In 2024, the Company conducted internal quality audits on 29 subsidiaries,
identifying 418 potential quality risks. Additionally, the Company underwent
various types of inspections by external drug regulatory authorities, including
supervisory, evaluative, national, provincial, and special sampling inspections.
These inspections covered a cumulative total of 2,803 batches of the Company's
products and materials. Through both internal and external oversight, the
Company implemented corrective measures for quality risks, achieving a 100%
completion rate for rectifications. To continuously control and reduce quality
risks, the Company strengthened control over the source of quality issues and
standardized drug production processes. Additionally, it conducted special
quality incident inspections at enterprises failing random sampling tests to
identify and address root causes of production quality issues.

Indicators
N f def i ifi
! umber o qle ectsvldentl ied by Piece 303 414 M8
internal quality audit
Rectificati f def
ectification rate of defects o 100 100 100

identified by internal quality audit
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The Company focuses on quality culture development through various initiatives
that engage all employees in quality management practices to strengthen
quality-focused talent development.

Quality Culture
Development

J \C

» The Company has launched an identification training program for Chinese medicinal herbs and
decoction pieces, which has conducted 38 sessions to date. This weekly 1-hour rotational online
training is designed to develop practitioners' skills in verifying the authenticity of Chinese medicinal
herbs and decoction pieces.

N\ r
J S

* The Company has launched the "Longyin Classroom" for practicing quality management
Longyin knowledge quizzes and specialized knowledge quizzes for marketing authorization holders
Classroom of medicinal products. The “Longyin Classroom" learning platform has initiated 12 sessions of

Authentication
Training

regular quality management knowledge quiz activities.

L r

J \C

* The Company organized the China TCM 2024 "Laboratory Skills Competition”, with 36
subsidiaries participating;

* The Company also held a "QC Standard Operations" video courseware production activity,

Quality Month

involving 21 subsidiaries.

L r

Product Liability

China TCM integrates product liability into the core of its corporate DNA, by establishing a comprehensive end-to-end
responsibility system and a dynamic closed-loop management mechanism, propelling the traditional Chinese medicine industry to
achieve leadership in responsibility, moving beyond mere safety assurance.

ihili In an effort to enhance drug accessibility, the Company actively promotes the
Drug Accessibility 9 Y pany actively p

coverage of medical institutions and retail markets, ensuring that more patients
have access to affordable medication.

Medical Institution

In 2024, the Company gained market access for key clinical products in over 3,000 additional Tier 2 and Tier 3 hospitals.
Currently, its products cover 999% of tertiary hospitals nationwide, 81.44% of secondary hospitals, and 86.84% of primary
care institutions, ensuring the fulfillment of essential clinical medication needs.

Retail Market

In the retail market, the Company actively partners with chain pharmacies to maintain high product availability on
shelves. Currently, its key retail products achieve 97% coverage in the top 100 national chains, 51% in regional chain
stores, and 26% in independent pharmacies, ensuring reliable access to essential medications for patients.

When determining pricing, the Company evaluates multiple factors, including product lifecycle stage, market comparables, initial
R&D and production investments, the drug's differentiated clinical advantages, and benchmarking against national centralized
procurement prices for similar products, to ensure fair and competitive pricing.

M The subsidiaries have established a Pharmaceutical Safety Committee and a
Pharmacovigilance /

dedicated Pharmacovigilance Department, staffed with a Pharmacovigilance Officer
and Pharmacovigilance Specialists to oversee pharmacovigilance activities. Based on
the requirements of Specification on Pharmacovigilance and Quality Management
and relevant documents, all subsidiaries have established pharmacovigilance system
documents, and conduct periodical self-inspections of pharmacovigilance according
to the Guiding Principles for Pharmacovigilance Inspection.

All subsidiaries submit quarterly reports on adverse drug reaction data collection.
During internal quality audits, the Company concurrently evaluates and monitors the
implementation of pharmacovigilance quality systems across its subsidiaries.

Adverse Drug Reaction Management Procedure

Collection of information on adverse reaction

The pharmacovigilance department actively collects information on adverse reaction
through telephone, clinical trials, literature searches, consultation and complaints, and
other channels, and reports it to the national system.

Analysis of information on adverse reaction

The Company regularly collects adverse reaction data from the direct reporting
system for national drug marketing authorization holders for analysis, and submit the
regularly updated safety reports to the ADRS.

Revision of product instruction manual

Based on the analysis results, the Company timely carries out the revision of the
product instruction manual to inform the public about the types and severity of
adverse reactions, thus ensuring the safety of public medication.

Ih
I

To further strengthen our pharmacovigilance system and enhance professional competencies, in 2024 the Company's Quality
Management Department coordinated participation of all subsidiary pharmacovigilance personnel in a specialized video training
program. Hosted by the China Society for Drug Regulation, the "Pharmacovigilance and Risk Management Training Course"
provided comprehensive instruction on regulatory policy requirements and core technical aspects of drug safety monitoring.
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The Company has established a series of regulatory documents, including the
Management Regulation for Product Quality Information (2020 Revision), Emergency
Plan of for Product Quality Incidents (2020 Revision), and Regulations for the Collection
and Management of Adverse Reaction Information of Marketed Drugs (2020 Revision).
Subsidiaries have independently developed documents, including Administrative Measures
for Product Recalls, Emergency Plan for Product Quality Incidents, Control Procedures
for Product Recall, Control Procedures for Non-conforming Products, and Regulations for
the Management of Product Return. These documents, customized according to each
unit's specific product types and risk profiles, define the methodology and frequency for
assessing recall system effectiveness. This framework strengthens product quality safety
while standardizing emergency response and recall protocols.

Product Recall

Indicators Unit 2022 2023 2024
Number of product recalls Case 4 5 6
Percen.tage 9f rece?ll d'ue to quality of TCM % 0.04 0.017 0.017
decoction pieces (in kilograms)
Percentage of recall due to safety of TCM % 0 0 0
decoction pieces (in kilograms) °
P f ity of

ercentage of recall due to q.uallty 0 % 0.00006 0.00004 0.00001
concentrated TCM granules (in packets)
Percentage of recall due to safety of % 0 0 0
concentrated TCM granules (in packets) °
Ffer.’centage of rf.ecall due to quality of TCM % 0.00002 0.00042 0.0029
finished drugs (in boxes)
P f lld f f TCM

ercentage of recall due to safety o % 0 0 0

finished drugs (in boxes)

Customer Service

China TCM places customer rights and interests at the core of its management, providing customers with truthful and accurate
information. The Company has established transparent feedback channels and emergency response mechanisms, consistently
adhering to a patient-centered service philosophy. Through effective information management practices, it safeguards customer
information security, demonstrating its steadfast commitment to protecting customer rights and enhancing service quality.

Responsible

Marketing and measures, including the Marketing Compliance Guidelines of China Traditional
Chinese Medicine Holdings Co., Ltd., the Multimedia Platform Management Measures

of Foshan Yingtian Pharmaceutical Sales Co., Ltd., and the Multimedia Platform

. Management Measures of Guangdong Jiu'an Pharmaceutical Service Co., Ltd. The

In 2024, the Company organized educational ~ Company conducts regular audits of market expenses, sales performance, business

conferences and academic annual meetings ~ contracts/agreements in compliance with national laws, regulations, and internal

for doctors and pharmacists nearly company policies.

|'[I[|I:| events We promote rational medication use, patient education, and free clinic initiatives
free clinic and patient education events over 5 enhance physicians' understanding of appropriate drug application and raise
8[”] patient awareness of disease prevention and treatment. In 2024, the Company

events organized various types of academic conferences and events, and participated in

The Company is committed to responsible marketing and strictly adheres to
pharmaceutical advertising laws. It has developed several management guidelines

nearly 1,000 academic conferences hosted by different societies, along with over 800 free clinic and patient education events. By
delivering accurate and reliable medical information, we helped healthcare professionals and patients better understand diseases,
strengthen disease management, and improve treatment outcomes.

In 2024, through a third-party marketing compliance initiative, the Company performed an in-depth analysis of selected
subsidiaries’ product offerings, marketing approaches, and compliance management status, identifying risks and challenges in
marketing practices. Guided by these findings, the Company is systematically enhancing its marketing compliance system through
institutionalization, standardization, and process optimization.

To enhance internal awareness of responsible marketing, the Company conducted regular training sessions for both internal and
other pertinent marketing personnel. Additionally, based on compliance inspection findings, targeted training programs were
organized to ensure all marketing activities align with legal and regulatory requirements. The training covered relevant laws and
regulations including the Advertisement Law of the People's Republic of China and the Pharmaceutical Industry Compliance
Management Practices, as well as industry standards. Through case analysis, it ensures that employees fully understand the legal
requirements and potential consequences of non-compliance across all business marketing operations.

Customer Service Customer Satisfaction I
Management

The Company prioritizes exceptional customer service, implementing robust management systems
and continuous improvement measures to enhance satisfaction and maintain seamless customer

communication.

To ensure timely and effective post-sales services, we have introduced multiple initiatives. The
Company has established dedicated after-sales service hotlines and online consultation platforms,
allowing patients to easily report issues and submit requests at any time. We have implemented a
comprehensive complaint management system that includes: immediate recording of all complaints,
prompt escalation to relevant departments, active assistance in investigation and root cause analysis,
development of improvement measures, continuous progress monitoring, and regular updates to
complainants. This ensures all issues are properly resolved.

In 2024, the Company launched several optimization initiatives, including supply chain and logistics
efficiency enhancements, after-sales service and feedback mechanism improvements, business
networking event organization. These measures have significantly increased customer satisfaction and
strengthened brand impact.

i
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Customer Information Transmission

Medical Institution

The Company has a professional team of over 3,000 people responsible for enhancing the dissemination of basic
information on its products to doctors, pharmacists, and drug management employees. The team also promotes
the dissemination of information on the essential drug system, clinical application guidelines for essential drugs, and
prescription collections to facilitate rational drug use.

Retail Pharmacy

The Company has a team of over 400 professionals to collaborate with chain pharmacies in providing education for
relevant staff, so as to ensure timely and accurate transmission of drug information.

In 2024, the Company achieved a

100%
0 resolution rate for all

customer complaints.

Customer Information Management I 8

The Company continuously maintains robust information security standards. To ensure the protection of customer data, we
provide reliable safeguards through five key dimensions: user access management, secure data transmission protocols, system
architecture design, network security protection, and compliance certifications.

In 2024, there were

[I customer information leakage

Supply Chain Management

The Company actively monitors the sustainability of its supply chain, progressively exploring and refining its management
approach. It strictly adheres to anti-corruption laws and regulations and collaborates with suppliers to build a transparent supply

chain.

Supplier
Management

Supplier Management System

Supplier elimination

* Eliminate non-compliant
suppliers based on their
unimproved delivery
quality and chronic
delivery delays

Transparent
Procurement

The Company has established a comprehensive supplier full-process management
system, clearly defining and standardizing the principles for supplier access,
management, and elimination in accordance with the Supplier Management System
for Group Purchasing Business. The Management System specifies the evaluation
methods for suppliers, including criteria such as quality, economy, and service, and
implements classified management for suppliers.

In 2024, the Company completed on-site audits for 18 suppliers, with particular
emphasis on reviewing the completeness, authenticity, and validity of suppliers'
qualification documents.

Define supplier qualification
criteria

* Current technical capabilities,
production capacity,
manufacturing processes, staff
expertise, quality control systems

» Competitive technical advantages
or features

* Regulatory compliance

Supplier
management

Establish an annual
management and assessment
mechanism

* Annual evaluation mechanism for
all active suppliers

* Mandatory participation for all
active suppliers

To ensure compliance with national laws and regulations by both suppliers and
purchasers, guarantee fairness, impartiality, and transparency in procurement
activities, prevent commercial bribery, and safeguard the legitimate rights and
interests of both parties, the Company and its suppliers have signed the Integrity
Agreement for Key Areas (Procurement Business). Both the Company and suppliers
are required to strictly adhere to national laws, regulations, and relevant policies
concerning the prohibition of commercial bribery, the sales and circulation of
pharmaceutical raw materials, excipients and packaging materials, and quality
management, as well as all regulations regarding integrity in professional conduct.
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People-Oriented
Philosophy, Fostering
a Harmonious
Workplace

China TCM adheres to the principle of "putting people first", fostering
an environment of equality and justice in the workplace. The Company
prioritizes employee rights and interests, establishes a comprehensive
career development system to promote employee growth, and takes
preventive measures against potential safety hazards to ensure a safe and
healthy working environment.

Material Topics Covered in this Chapter

= Employees' rights and interests protection
= Diversity and equal opportunity

= Employee development and training

= Occupational safety and health

UN SDGs Addressed in this Chapter

GOOD HEALTH GENDER DECENT WORK AND 10 REDUCED

AND WELL-BEING EQUALITY ECONOMIC GROWTH INEQUALITIES

WS B IPVE RER
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Protection of Rights and Interests

The Company complies with laws and regulations such as the Labor Contract Law of the People's Republic of China, the
Labor Law of the People's Republic of China, and the Hong Kong Employment Ordinance. During the Reporting Period, the
Company updated its policy documents including Administrative Measures for Labor Contract Management (2024 Revision)
and Administrative Measures for Labor Employment at Headquarters (2024 Revision) to standardize recruitment processes
and protect employees' legitimate rights and interests from infringement.

Employment The Company adheres to transparent and fair recruitment principles, identifying
various labor employment risks and prohibiting the use of child labor and forced
Comph ance labor. The Company legally enters into labor contracts with employees and conducts

talent management through intelligent systems to ensure compliance in employment
practices. China TCM actively promotes democratic management systems. By 2024,
the Company had established 43 labor unions to advance employee participation
and safeguard workers' legitimate rights and interests. During the Reporting Period,
the Company did not encounter any legal disputes related to employment.

During the Reporting Period, the

Company achieved a | [I I:I%

labor contract signing rate.

The Company upholds the principles of diversity, equality, and inclusion,
committed to promoting equal employment opportunities. We foster a diverse
and equitable workplace environment, treating employees of different ages,
genders, races, religions, nationalities, and marital statuses with fairness and
impartiality. Moreover, we actively promote diversity in hiring and fully implement
inclusive employment practices for special groups. During the Reporting Period,
the Company employed 132 employees with disabilities, maintained a 5.66%
minority workforce representation, and achieved 40.68% female representation in
management roles.

Diversity, Equality,
and Inclusion

Number of Management

Personnel by Gender Number of Employees

Number of Employees by
Gender

T : 7662
333 17,303 8.882

16,703 8,690

& 7 Mg -

8.780

1448

B Male Female 2022 2023 2024 2022 2023 2024

B Male Female

Talent Attraction Remuneration and Benefits

and Retention

The Company has developed the Guidance on Employee Benefits Management,
establishing a comprehensive three-tier employee benefits system. This ensures
that employees' basic rights are secured while motivating them to perform their
tasks more effectively and achieve outstanding results.

Employee Benefits System

Social insurance (covering pension, medical, unemployment, work injury, and maternity insurance),
housing provident fund, and all statutory leave entitlements (such as public holidays, annual leave, sick
leave, maternity leave, etc.)

Statutory
Benefits

Caring Meal subsidies for working hours, high-temperature allowances, annual health check-ups, labor
Benefits protection equipment and provisions, etc.

Incentive Transportation subsidies, communication/phone allowances, housing rental assistance, commercial
Benefits supplementary health insurance, corporate pension scheme, location-specific benefits, etc.

Indicators Unit 2022 2023 2024

"Five Insurances and One

! % 100 100 100
Fund" coverage
Employee physical examination 5
coverage % 98.03 100 100
Average paid vacation days day 6.20 6.57 8n

The company has established a sound employee performance evaluation mechanism, formulating management polices such
as the Executive Compensation and Performance Evaluation Policy, Headquarters Compensation & Performance Management
Policy, and Headquarters Attendance Management Policy. Annually, management signs target responsibility agreements that align
performance metrics with core business objectives, including safety production standards, product quality requirements, green
development initiatives, R&D investment benchmarks, workforce utilization rates, and energy efficiency per unit.

O 0 Employee Care I
0N
—
The Company places great emphasis on employee well-being, striving to create
| I:I[I5 a happy and warm workplace environment through measures such as employee
1

assistance, care for female employee, and organizing club activities.
care visits for employees

Financial support for care visits totaling In 2024, the Company revised the Labor Union Funds Usage and Management

Regulations, strengthening the standardized use of union funds to ensure
RMB 458'[”:”] comprehensive support and care for employees in areas such as subsidies, union
benefits, and holiday gifts. In 2024, the Company provided diverse employee support
through a combination of targeted assistance and routine care visits. This included
1,005 care visits for employees, with financial support totaling RMB468,000.
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® Employee Mutual Aid Fund

Established by the Company's Labor Union with the mission of “providing urgent assistance and building a caring mutual aid platform”,
the Employee Mutual Aid Fund aims to support employees in need.

- As of 2024, E B
Q//C\? subsidiaries had
joined the Employee
]/Q? Mutual Aid Fund.

Since its establishment
in 2012, the Fund has
provided a total of

RMBB . I:I H 8 million

in assistance.

In 2024, the Fund supported

4'] individuals, totaling
RMBE 5 I ' |:| I:I I:I in assistance.

® Care for Female Employees

In compliance with local regulations
and company policies, we provide paid
maternity leave for female employees and
enhanced annual health check-ups with
female-specific screenings. Additionally, the
Company has established a dedicated nursing
room and a yoga room, organized regular
science workshops and themed activities.
These initiatives aim to foster a workplace
environment that cares for female employees
and supports a balance between work
and life. During the Reporting Period, the
Company conducted 11 women's workplace
wellness seminars and training sessions.

&5 98

During the Reporting Period, the Company

conducted ” women's workplace wellness E

seminars and training sessions i i ; l! — ST

® Recreational Activities

Through a series of "Colorful TCM" events, such as labor skills competitions, TCM intangible cultural heritage activities, and
fun sports meetings, the Company is dedicated to enriching employees' lives and enhancing their sense of belonging and
happiness.

& l “7 "Colorful TCM" events with a total of 27,[”:"]
were held participants.

©® Employee Communication

The Company places great emphasis on employee communication and feedback, ensuring that employee opinions can be
fully expressed through various channels. Regular employee satisfaction surveys are conducted, employee representative
meetings are convened, and suggestion boxes are set up to comprehensively gather feedback and listen to employees'
voices.

Career Growth

The Company has optimized the talent pipeline through the formulation of the Headquarters Job Title, Professional
Qualification Evaluation and Education Enhancement Incentive Measures (2022 Revision), Implementation Rules for the
Development of Talent Pipeline (2023 Revision), and Training Management Measures. These efforts are aimed at promoting
mutual growth and development between the Company and its employees.

Talent Talent Acquisition I
Development

The Company actively cultivates a talent hub, developing annual recruitment
strategies aligned with organizational needs while continuously innovating campus
recruitment campaigns to showcase our competitive strengths. During the
Reporting Period, our subsidiaries secured approval for over 50 talent acquisition
and development policies nationwide, obtained approximately RMB2.2 million in
government subsidies, achieved a 29% year-over-year increase in engagement

talent acquisition and

development policies over
EI:I from master's/PhD candidates, and expanded recruitment from tier-1 universities by

72%. These efforts significantly enhanced both the quality of talent acquisition and
employee retention rates.

obtained government

subsidies approximately

RMB 22 million
29% *

year-over-year increase in engagement
from master's/PhD candidates

recruitment expansion
from tier-1 universities 2024 Ram Charan

0/ & Management Practice
72 A] Award—Outstanding Prize

HRoot 2024 Excellence in Human Resource
Management Practice
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University Collaboration s

The Company enhances its employer
branding through expanded partner-
ships with universities , significantly
attracting high-quality talent. We
actively build university partnerships
through continuous participation
in university job fairs, regular cam-
pus visits and exchanges, as well as
reaching agreements on graduate
recruitment and strategic universi-
ty-enterprise collaborations. In 2024,
the headquarters and various sub-
sidiaries hired nearly 400 graduates
through campus recruitment. China
TCM received the "China Top Grad-
uate Employer Brand 2024" award in
recognition of its exceptional campus
employer branding initiatives.

LY

RERLERR

;' T o % ¥
v YUY SR =
G o f)“ﬁ W‘&%ﬁ@p

Ve, S
2024 Top Graduate Employer Brands awarded by 51job

Talent Development System I

The Company actively explores and
practices a traditional Chinese med-
icine-inspired talent development
model, establishing the "Five-Element
& Great-Plan" Talent Development
System. With a focus on cultivating
"professional + management" capa-
bilities, the Company clearly outlines
profiles for junior, mid-level, and
senior talent, and implements special-
ized training programs to meet the
needs of different groups for capa-
bility enhancement. These programs
cover multiple domains, including
professional skills enhancement and
business management training. We've
established an integrated talent de-
velopment framework by leveraging
external experts and implementing
senior-level talent mentorship pro-
grams. During the reporting period, a
total of 6 training sessions were or-
ganized, cultivating 66 senior talents
and 327 junior/mid-level talents.

132 "BiT8AE" ATERER
- BRI, BASSED. CHSINRELHE
IBIAER.

&
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"Five-Element & Great-Plan" Talent Development System

r

We conduct a comprehensive analysis of human resource needs, with our Human Resources Center spearheading the

development of a 5-year strategic plan. Our multi-modal training approach combines on-site practical sessions, centralized

workshops, and digital learning platforms to deliver four core programs: new employee onboarding, foundational job training,

specialized skill development, and thematic professional education. During the Reporting Period, the total investment in employee
training amounted to RMB7.0248 million, with cumulative training participations reaching 148,360.

Training System and Programs

Onboarding Training

Conduct comprehensive training for
new hires within three months, covering
corporate culture, product safety, and
job-related technical skills

4l

fa'a'a'at
Training

Foundational job knowledge training System

Provide foundational job training and
assign mentors within three months of
onboarding

Average Training Hours by

Average Training Hours by Job

Position-specific professional skills training

Designed to systematically update and
expand professional knowledge, enhance
technical competencies, improve work
quality and efficiency, reduce operational
errors, and facilitate job rotations with
technical grade advancements through
structured development programs

Specialized training

Deliver customized training for specific
groups based on operational demands or
special requirements

Average Training Hours by Job

Gender Grade Function
28 VA
758 18.16
16.45 1563
14.2
12.36
l 10.23
Male Female Senior Middle General Marketing Production  Man- R&D

managers managers employees

personnel personnel agement person-
personnel  nel
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Occupational Safety and Health

China TCM has established relevant regulations such as the Administrative Measures for Occupational Health Supervision
and Management, Measures for Management of Safety Production Responsibility System, and Measures for Management
of Emergency Response Plans for Production Safety Accidents, which cover occupational health management, fire safety
management, hazardous chemicals safety management, special equipment and special operations safety management. These
mechanisms are dynamically revised annually to provide comprehensive protection for employee health and safety.

o]

. China TCM ol ¢ omphas « sofety. establichi ety oroducti rhArEAR Q | z4dradn
OCCUpatlonal ina places grea emp asis on w9r 'sa ety, establishing a safety 'pro uction ; . :
management system, setting safety objectives, and regularly conducting hazard W ‘E/i <4 £hareAe :
Safety identification and rectification and emergency drills to ensure the steady \\_: e 'tl' p i
advancement of work safety. During the Reporting Period, the Company's total ”;:;i;-&“;fﬁl” Ll 5 W,W.:;;1
investment in work safety amounted to RMB11.0479 million, with no working safety R o
L REEPREUZREY
incidents resulting in heavy injury. - RELFIRNE Gl
b -ﬁm ) Wi n ammE 205 12 058
ﬁ D o]
Work Safety Management System

Dezhong Pharmaceutical Beijing Huamiao Sichuan Sinopharm Tianjiang
. . . . . v v
The Company has established a well-defined three-tier organizational safety
assurance system to ensure that workplace safety responsibilities are effectively
implemented at all levels. The first tier is the Headquarters Safety Production
Committee, led by the Chairman and President. The second tier consists of
Subsidiary Safety Production Committees, which oversee the implementation of -
safety initiatives within their respective units. The third tier is the execution level, mﬂgﬁffﬁ:ﬁjﬁﬁﬁ
where the headquarters sets up safety and environmental protection department . ST R R A A : . AT () RAEARET : . )
for safety management, industrial enterprises establish safety management divisions W e =Y ~,’:' = \~.’: ’.“"
tailored to their production needs, staffed with professional managers, and non- \o Hijstiax senessane AR < - < o e e -
industrial enterprises assign designated personnel to oversee fundamental areas PRIACH b, B, SO K8 R, WA S
such as fire safety, ensuring comprehensive coverage. o s
Organizational Safety Assurance System 9
it AR R 7~
HQ: Safety Production Comittee S R RS
Subsidiaries: Safety Production Committee
l l l | ReMREAPRARREEE
\ 0
HQ: Safety and . : : ' . ‘= <!
. ty . Industrial enterprises: Non-industrial enterprises: \‘_' ‘_',
Environmental Protection .
Safety Management Departments designated personnel
Department
Safety Production Objectives IE— oo ()
In line with the Group's unified deployment, the Company has implemented a red-line control mechanism. By signing safety __Tongjitang Pharmaceutical Longxi Yifang
=

production target responsibility agreements, safety objectives have been clearly defined and assigned to subsidiaries at all levels.
During the Reporting Period, 30 subsidiaries achieved safety production standardization certification, with 1 enterprise attaining
Level Il certification and 29 enterprises securing Level lll certification, achieving full coverage across industrial enterprises.
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Work Safety Management I

® Work Safety Standardization Procedures

The Company places the highest priority on practical and effective safety regulations. In 2024, we further optimized
Standard Operating Procedures (SOPs), clearly outlining safety requirements and operational steps. These updates provide
clear guidance for employee safety practices, enhancing compliance and ensuring smooth and safe operations.

Screening and Identification of Safety Hazards I

The Company has established the Administrative Measures for the Screening, Identification and Control of Work Safety Hazards
(2024 Revision). Aligned with the three-year action plan for addressing root causes of safety risks, we focus on eliminating
major accident hazards at their source through regular daily inspections, comprehensive screening, seasonal safety reviews, and
special holiday and peak-period checks. Simultaneously, we conduct follow-up evaluations to verify the effective implementation
of corrective actions for previously identified safety and environmental hazards. Furthermore, subsidiary companies proactively
enhance safety through safety behavior observation programs, hazard reporting reward systems, and near-miss incident
management to minimize accident occurrence.

Headquarters supervisory inspections

ﬁ Conducted comprehensive Identified Completed Completion rate of

m inspections at 3 4 4 rectification for “:II:IU/
potential 0
49 subsidiaries hazards 344 hazards

Subsidiary self-inspections

|
b | 7 Detected Completed Completion rate of The remaining
- = E BHE rectification for HSEI/ cases are under
) safety hazards 5 785 0 active remediation
: 7 hazards : - and monitoring

Safety Emergency Management I

The Company has established emergency organizational structures and rescue teams, supported by documents such as the
Management Measures for Emergency Response Plans for Production Safety Accidents and the Headquarters Fire Accident
Specialized Emergency Rescue Plan (2024 Revision). These frameworks are designed to address diverse emergencies, such as
fires, electric shocks, heatstroke, and hazardous chemical leaks, through systematic response plans. To ensure preparedness,
the Company conducts regular drills covering fire response, flood prevention, boiler overpressure scenarios, and more,
significantly strengthening employees' emergency response and rescue capabilities. During the Reporting Period, subsidiaries
conducted a total of 449 emergency drills involving 15,235 participants.

Fire Drill Machinery Injury Drill

Hazardous Chemicals Management

The company and its subsidiaries at all levels have established a series of documents, including the Implementation Measures
for the Supervision and Management of Hazardous Sources, Regulations for the Management of Hazardous Chemicals,
Safety Management Regulations for Precursor Chemicals, Explosive Chemicals, and Hazardous Chemicals, and Chemical
Reagent Management Process. Dedicated management personnel have been appointed to ensure the implementation of
safety management tasks. Each production department has established an electronic chemical inventory, dynamically tracking
stock levels and flow. Regular screening and identification of hazardous chemicals are conducted to strengthen safety control
throughout the entire process, from procurement, storage, to the use of dangerous chemicals. Storage areas are equipped with
comprehensive leak-proofing materials and emergency facilities to enhance emergency response capabilities. Professional third-
party institutions are entrusted to ensure the compliant disposal of hazardous waste. These measures collectively reinforce our
multi-layered safety management framework.

Safety Culture Development I

The Company actively enhances the professional competence and expertise of its safety teams, establishing schemes including
the Special Enhancement Program for Model Team Building in Safety Management Standardization and the Special Upgrade
Program for Electrical Safety Management. Special enhancement programs and safety knowledge training are conducted to
strengthen employees' safety prevention competencies. In 2024, we delivered 1,705 safety production training sessions totaling
140,120 training hours, engaging 70,060 participants across all operations.

[ Case: Enhancement Activities for Demonstration Teams in Safety Management 7

In 2024, the Company launched a special initiative for the development of model teams in safety management standardization,
with a total of 104 pilot teams participating, involving 2,580 frontline employees. Through this safety management standardization
initiative, we enhanced 36 items each in hazard identification registers, system documentation, and risk assessment matrices. We
also developed 328 standardized operating procedures for various positions. Through this model team development program,
we successfully implemented our all-staff work safety accountability system, significantly improved production team safety
competencies, and elevated overall team safety management standards.

aoe|dy4opN snoluoweH e Buliaysoq ‘Aydosoliyd pajusiiQ-ajdoad

46



“
™
-l

pajwI *0) SBUIPIOH BUIDIPBIN 8SBUIYD JeUOIIPEIL BuUyD

10day (9SJ) 9IUBUIBAOS PUE [BID0S “BJUSWUOIIAUT YZ0T

47

Moreover, we have implemented a diversified safety promotion strategy combining online and offline initiatives, including the
"Safety Month Series", "119 Fire Safety Awareness Month" and safety pledge ceremonies, to foster a robust safety culture. These
comprehensive activities are designed to systematically strengthen employee safety awareness through various approaches.

"Safety Month" Activities

In June 2024, the Company organized its subsidiaries to conduct a series of "Safety Month" activities with the theme
"Safety Awareness and Emergency Preparedness for Al—Ensuring Unobstructed Life Channels".

The Company conducted a total
of 176 activities, including "Work
Safety Discussions," "Pre-shift
Meetings," and "Legal Education
through Case Study," with a total
participation of 4,893 person-times.

| 7 E activities

total participation

4,893 pesonines

LY.

The Company organized 102
screening sessions of the "Safety
Month" promotional video and
"Safety for All" open courses,
with total participation reaching
12,310 person-times.

Pre-shift meeting at Jiangxi Yifang Pre-shift meeting at Shandong Yifang

Pre-shift meeting at Shandong Zhongping

| I:I 2 activities
total participation

| 2, Bl I:I person-times

n

Screen Session at Shandong Yifang

Occupational
Health Protection

&

In the Reporting Period,

|4 subsidiary enterprises

achieved ISO 45001 certification for
their Occupational Health and Safety
Management Systems

3,802 erprees

completed occupational health
examinations

100%

compliance with mandatory
screening requirements

Sl
AT

During the Reporting Period,
the Company conducted thematic
awareness events

103 e

organized occupational safety seminars

” 3 times

distributed copies of educational
materials

b 4T3 coes

produced instructional videos
45 videos

reaching

8,303 parcns

To ensure the health of employees, the Company has all subsidiaries arrange
occupational health examinations for their employees annually in compliance with
regulatory requirements. We maintain detailed medical records to enable prompt
response and continuous monitoring of changes in employees' health status. During
the reporting period, 14 subsidiary enterprises achieved ISO 45001 certification
for their Occupational Health and Safety Management Systems, and all 3,802
required employees completed occupational health examinations, maintaining 100%
compliance with mandatory screening requirements.

Aligned with the "Prevention First, Protect Occupational Health" initiative, the
Company coordinated subsidiaries in conducting comprehensive awareness
activities, including regulatory compliance training, occupational disease case studies,
professional health lectures, safety knowledge competitions, and more. These
programs significantly strengthened workforce awareness of occupational disease
prevention. During the Reporting Period, the Company conducted 105 thematic
awareness events, organized 113 occupational safety seminars, distributed 4,473
copies of educational materials, and produced 45 instructional videos, reaching 8,363
participants in total.

= @ DN ‘:‘\\\

Fengliaoxing Pharmaceutical is conducting training on occupational hazard prevention and
personal protection

Jiangxi Yifang is organizing a special lecture on the prevention of occupational hazards and

personal protection

P
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Green Ecology,
Safeguarding the
Source of Traditional
Chinese Medicine

We integrate green development principles across all operations, comply
with environmental protection regulations, enhance environmental
management systems, and advance green factory initiatives with high-
efficiency resource utilization. Coupled with the "Dual Carbon" initiative
(carbon peak and carbon neutrality), biodiversity conservation programs,
and sustainable operational practices, we systematically mitigate
environmental impacts across production activities, thereby fostering
sustainable growth in the TCM sector.

Material Topics Covered in this Chapter

= Energy management

= Water resources management

= Emission and discharge management
= Response to climate change

= Biodiversity protection

UN SDGs Addressed in this Chapter

CLEANWATER AFFORDABLE AND 1 SUSTAINABLECITIES 1 RESPONSIBLE 1 CLIMATE 1 4 LIFE
BELOW WATER

AND SANITATION CLEANENERGY AND COMMUNITIES CONSUMPTION
ANDPRODUCTION
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Environment Management

We strictly adhere to laws and regulations such as the Environmental Protection Law of the People's Republic of China,
the Energy Conservation Law of the People's Republic of China, and the Regulations on the Administration of Construction
Project Environmental Protection. In line with our business operations, we have formulated the Management Measures for
Energy Conservation and Ecological Environmental Protection to regulate energy-saving and environmental conservation
requirements.

During the Reporting Period,
we allocated RMB N O material environmental

( ; N j incidents or related public
@ |7|:| 344 controversies occurring throughout
million to environmental initiatives U EpeEens

H We have established a three-tier environmental management system encompassing
EnV|r0nmental "strategic decision-making, execution control, and local implementation”. The Energy
Conservation and Environmental Protection Leadership Group, chaired by the

Management . . p broup, chaired by
Chairman, serves as the supreme governing body responsible for coordinating the

System top-level design. An independent Safety and Environmental Protection Department
oversees daily operational management, while subsidiary-level counterparts operate
under a dual-reporting mechanism to both China TCM HQ and subsidiary-level

leadership groups.

In 2024, the Safety and Environmental Protection Department enhanced the
systematic hazard identification and resolution framework through a dual-track
approach: implementing closed-loop corrective actions and strengthening root-cause
prevention measures. This was complemented by scenario-based training programs
to elevate organization-wide ecological security awareness, thereby solidifying the
foundation for sustainable development.

Environmental Management Structure

Energy Conservation and Environmental Protection
Leadership Group (Chaired by the Chairman)

Energy Conservation and
i . Ecological Environmental
> %olé_lv) Office of the Leadership Group P ARy AR —
Business supervisor: Safety and Environmental | Regulations
Protection Department

i i o Company-specific energy
P_r[rp?_ry_/_rfa_sppp_s_lt_ﬂ_e_ [Plelrselth b?_afj_s_ 9f _s_u_b_s_lgll_a_rl_e_s_ . conservation & environmental

protection regulations

----- --e-o--o-oo-------o--------------------- | developed based on operational
Full-time/part-time management liaisons realities

China TCM
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subsidiaries

We have established an energy conservation and environmental protection assessment system in accordance with the
Management Measures for Energy Conservation and Ecological Environmental Protection, implementing reward and penalty
mechanisms for subsidiaries to effectively advance related initiatives. We integrate energy conservation and environmental
protection performance into the operational evaluation system for subsidiary leaders, directly linking it to their remuneration.
Annually, we sign the Energy Conservation and Environmental Protection Target Responsibility Agreements with subsidiaries to
update and implement yearly targets and responsibilities, followed by year-end closed-loop assessments.

In 2024, we continued advancing environmental management system development across subsidiaries, with four additional
subsidiaries (Fengliaoxing Material & Slices, Guizhou Great Health, Yunan Tianjiang Yifang, and Sichuan Sinopharm
Tianjiang) obtaining ISO 14001 certificates.

As of the Reporting Period, 23 companies have obtained ISO 14001 certificates, achieving nearly 70% coverage rate across
our manufacturing facilities.

Environmental management system certificates of some subsidiaries
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Sichuan Sinopharm Tianjiang Tongjitang Pharmaceutical
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We continue to advance green factory initiatives, with one new nationally-certified green factory (Anhui Fengliaoxing) and three
provincially-certified green factories (Hunan Yifang, Shandong Yifang, Guangxi Yifang) added in the Reporting Period. As of the
Reporting Period, we now operate six nationally-certified and three provincially-certified green factories.

National Green Factory of Anhui Fengliaoxing National Green Factory of Tongjitang Pharmaceutical

* The national-level green factory is recommended by the provincial-level industrial and information technology authorities, evaluated by experts, and
ultimately selected by the Ministry of Industry and Information Technology. It is the highest-level award in the category of green development projects
nationwide and represents a comprehensive demonstration of energy conservation, emission reduction, and clean production by enterprises.

Our subsidiaries received multiple local recognitions for environmental management in 2024:

Zhonglian Pharmaceutical was designated
as a municipal-level "Zero-Waste Factory".

&/

Tianxiong Pharmaceutical was recognized
as a municipal-level "Ecological
Conservation Supporter”.

TES RIS NP AR T
g lone o S e e L
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Feretre Gurane e bt - et asig

Dezhong Pharmaceutical was recognized as "Guangdong-
Hong Kong Cleaner Production Excellent Partner
(Pharmaceutical)".

K____/ {

H We prioritize environmental risk control through systematic identification of
Environmental P | on syster
environmental factors and potential hazards. This proactive approach enables

Risk M a nagement effective risk mitigation throughout our production operations, significantly reducing

incident probabilities.

During the Reporting Period,

we identified a total of comprising All factors were
— effectively controlled
:_ I ,48 [I | ' 3 D I I 75 through technical and
— environmental factors across general factors material factors management measures.

our operations

We have strengthened environmental risk identification and mitigation through special inspections, routine checks, and corporate
self-assessments. Identified issues undergo rigorous corrective actions to achieve closed-loop management. Our multi-tiered
environmental audit system, encompassing internal audits, external audits, third-party audits (including government audits), and
special audits, ensures compliance and advances sustainable development objectives.

Environmental China TCM has intensified environmental protection training to enhance employees'

. environmental protection knowledge and skills. Through diversified training programs
Educat|on and and awareness campaigns, we actively promote green development principles
Advocacy and encourage broader social participation in environmental initiatives. During

the Reporting Period, we steadily advanced our "Dual Carbon Action" initiative by
organizing 108 internal energy conservation training sessions for 9,357 employees.
We also implemented special programs on energy development trends and practical
®) dual-carbon experience, with all participating employees obtaining certification

@ through assessments. These efforts have significantly enhanced both professional
Q competencies and job performance across our employees.

During the Reporting Period, we
steadily advanced our "Dual Carbon
Action" initiative, by organizing

108

internal energy conservation
training sessions

d.307

employees covered
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Green Operations

China TCM has formulated and implemented the Management Measures for Energy Conservation and the Ecological
Environmental Protection to regulate the management and use of energy, water resources, packaging materials, and raw
materials, optimizing their effective allocation. We conduct strict compliance monitoring of wastewater, waste gas, and waste
disposal across our subsidiaries to minimize the environmental impact of operations and protect ecosystems to the greatest
extent possible.

Use of Resources Energy Management I

We developed the 2024 "Dual Carbon Action" Work Plan and actively supported
subsidiaries in establishing corresponding policies and initiatives to promote
the implementation of energy-saving and environmentally friendly technologies,
processes, materials, and equipment. Through these efforts, we strive to drive
technological advancements in energy conservation and advance continuous
During the Reporting Period, we fully optimization and upgrades of energy consumption systems, thereby enhancing the
met our annual targets, maintaining a recycling efficiency of energy resources.
comprehensive energy consumption

) ) In 2024, two additional subsidiaries, Guangdong Yifang and Tongjitang
intensity of

Pharmaceutical, obtained ISO 50001 Energy Management System certificates. As of
[I [|44E the Reporting Period, a total of seven subsidiaries have achieved this certification.
) During the Reporting Period, we fully met our annual targets, maintaining a
comprehensive energy consumption intensity of 0.0446 tons of standard coal per
RMB10,000 in output value.

tons of standard coal per RMB10,000 in
output value.
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Energy Management System Certification
obtained by Guangdong Yifang
e ——

Energy Management System Certification
obtained by Tongjitang Pharmaceutical

China TCM maintains sustained progress in building digital energy management systems to enable precision energy management.
By leveraging advanced technologies including big data, loT, and edge computing, we have achieved intelligent equipment
management and optimization, significantly improving both energy efficiency and production management standards. In 2024, we
implemented the intelligent management system at one additional subsidiary, with eight subsidiaries now operating with fully digital
energy management systems group-wide.

- Ak

Integrated Energy Service Platform of Guangdong Medi-World

d.
.|l|||||||

Intelligent Management System of Guangdong Yifang

Over the past two years, we have vigorously developed photovoltaic (PV) projects to promote clean energy use. As of the end of
the Reporting Period, we have put PV power plants into operation at eight subsidiaries, achieving a total installed PV capacity of
approximately 74MW, a twofold increase compared with 2023. In 2024, our annual PV power generation reached 6.5947 million kWh,
equivalent to reducing carbon dioxide emissions by 6,574 tons.

[ Case: Solar greenhouse — maximizing solar energy for herbal drying 7

Our solar greenhouse for herbal drying represents an innovative facility that combines greenhouse effects with renewable energy
utilization. By efficiently harnessing solar energy and implementing intelligent management systems, it significantly enhances herb
quality and production efficiency while dramatically reducing carbon emissions compared to traditional drying methods.

* Energy savings: the solar greenhouse primarily relies on solar energy, reducing energy consumption by over 70% compared
to coal/electric drying systems.

¢ Emission reductions: (1) replacement of carbon-intensive drying: the solar greenhouse achieves near-zero direct emissions,
compared to traditional coal drying which emits 150-200kg CO 2 per ton of herbs.

(2) reduced carbon emissions from transportation and warehousing: lower spoilage rates cut supply chain
carbon emissions from avoided replanting, reprocessing and transport.

Indicators Unit 2022 2023 2024
Total energy consumption MWh 827,694.8 746,110.8 644,676.5
i kWh/RMB1,000 of

522;?%// e operating revenue > 2 391
Netalgs Cubic meters 20772767 234919934 189309965
CCeal Tn 360665 265557 28,0089
Puchased electricty  kWh 1752900383 1644871768 1371593906
Puchasedsteam milion k) 7298855 6203426 5417661
Renewsbleenergy  kwh b /65947000
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Water Resources Management I

We have established and implemented a comprehensive set of water conservation regulations, including the Measures and
Procedures for Water Conservation Management, the Inspection and Maintenance Management System for Water-saving
Equipment, the Water Metering Regulations, the Quota and Incentive/Penalty Policies for Water Conservation Management and
the Water Conservation and Consumption Statistics System. These institutional measures have systematically enhanced our
water resource cyclic utilization through waste heat/ pressure recovery, reclaimed water reuse, wastewater treatment/ reuse, and
condensate water, while accelerating the application of key circular economy technologies.

As of the Reporting Period, five of our subsidiaries have obtained water efficiency certificates: Jingfang Pharmaceutical, Anhui
Tianxiang, Anhui Fengliaoxing, Zhejiang Yifang, and Tongjitang Pharmaceutical.

Indicators Unit 2022 2023 2024
Freshwater consumption Ton 3,876,991.7 3,996,813.9 4,057155.0
Water consumption intensity Tonne/RMB1,000 of operating revenue 0.27 0.22 0.25

Extensive water-saving projects have been carried out across all subsidiaries, significantly improving water use efficiency and
substantially reducing water consumption through a series of technological transformation measures.

[ Case: Water conservation through technological transformation measures 7

Reverse osmosis concentrate water utilization project at Shandong Yifang Pharmaceutical Co., Ltd.: Reverse osmosis wastewater
is discharged into storage tanks and then redirected for landscaping irrigation through flow control valves, achieving annual
savings of approximately 100 tons in landscaping water usage.

Condensate water recycling system for process circulation pumps at Anhui Tianxiang: Cooled water is recycled through existing
process circulation pumps back to the industrial cooling towers for reuse. This modification effectively saves 15,353 tons of water
annually.

Material Management HE—

China TCM is committed to sustainable development principles, actively engaging in packaging material reduction initiatives.
Through technological innovation and streamlined packaging, we achieve both cost efficiency and environmental benefits,
advancing our plastic reduction and decarbonization goals.

In strict accordance with the Integrated Emission Standard of Air Pollutants,
the Integrated Wastewater Discharge Standard, and the Emission Standard of
Air Pollutants for Boiler, we enforce emission compliance across all subsidiaries
by requiring them to strictly implement the pollutant discharge permit system,
to establish tailored management systems, and to implement effective control
measures for waste gases, wastewater, solid waste, noise, vibration, and radiation
generated during production. In 2024, all subsidiaries have achieved their targets for
legal disposal and discharge of pollutants.

Emission
Compliance

Wastewater Management I —

In accordance with relevant national laws and regulations, the Company urges subsidiaries to establish comprehensive wastewater
management systems, including: the Wastewater Monitoring and Management System, Water Pollution Control System, and the
Management Procedures for Stormwater and Sewage Drainage System. All major industrial and domestic wastewater undergoes
primary treatment at on-site facilities to meet standards before being discharged to external treatment plants or released.

Indicators Unit 2022 2023 2024
Chemical oxygen demand (COD) Ton 189.0 1021 108.5
Ammonia nitrogen Ton 12.0 24 2.2

Measures to reduce wastewater discharge

Anhui Dezhong
\ Tianxiang ) \Pharmaceutica)

Upgraded treatment facilities by adding hydraulic
recirculation in collection tanks and installing aeration
mixing in alkali storage tanks; Achieved more stable
and controllable pH adjustment and significant
improvement in treatment system stability.

Implemented pipeline network upgrades to
channel stormwater through open drains into
municipal pipelines; directed production wastewater
through dedicated pipelines to treatment facilities;
commissioned new treatment facilities operating
alongside existing ones; Total treatment capacity: 1,400
m’/d.
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Waste Gas Management I

In strict compliance with national environmental laws and regulations, we have mandated all subsidiaries to implement comprehensive
waste gas management systems, including the Management and Control Procedures for Waste Gas Emissions, the Regulations on Waste
Gas Management, and the Monitoring and Management Regulations on Waste Gas, to strictly control emissions from production. Our
primary emissions, consisting of boiler flue gas (from coal/ natural gas combustion) and process waste gas (containing particulate matter
and odors), undergo complete treatment through desulfurization, denitrification, dust removal, and odor elimination processes before being
discharged upon full compliance with all emission standards.

Indicators Unit 2022 2023 2024
Nitrogen oxide Ton 173.2 804 68.6
Suffuroxides Ton 92 2 31
 Suspended particle o 92 9 66

Measures to reduce waste gas emissions

Reduction in nitrogen oxide (NOx) emissions:

In 2024, Guangdong Yifang and Qifeng Health completed low-nitrogen boiler upgrades, now fully complying with
the special emission limits specified in Guangdong's Emission Standard of Air Pollutants for Boiler. The NOx emission
concentration has been reduced to below 50mg/m®, representing a 50% reduction in NOx emissions.

Reduction in particulate emissions

(1) Dust collection system upgrade at Fengliaoxing Material & Slices: improved dust collection efficiency by installing
cyclone separators on color sorters;

(2) Spray dryer upgrade at Jiangyin Tianjiang: reduced dust collector clogging and improved powder recovery by
adjusting pressure differentials in large/ small cyclones and installing cyclone vibration and discharge devices;

(3) Odor control installation at Zhonglian Pharmaceutical: added six activated carbon deodorization units on
comprehensive workshop rooftops to adsorb emitted waste gas, reducing odors caused by unorganized waste gas
emissions; completed expansion/ renovation of waste gas treatment facilities (now operational) in the herbal pieces
workshop.

! IENE=S— |
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Waste Management I

Guided by the Law of the People's Republic of China on the Prevention and Control of Environmental Pollution by Solid Waste
and the National Catalogue of Hazardous Waste, we have established a robust waste management framework. We also require
subsidiaries to develop specific rules aligned with operational realities such as the Management Regulations on Waste Disposal,
the Processing Procedures for Herbal Residues, and the Hazardous Waste Management Policy. All production waste is processed

through compliant channels strictly following the principles of "reduction’, "narmlessness" and "recycling'".

China TCM firmly adheres to the notion of green development and actively implements green disposal practice by taking full use
of and adapting environmental disposal methods for herbal residues generated during production.. We primarily collaborate with
third-party eco-agricultural partners to transform herbal residues into organic fertilizer and feed additives through various biomass
valorization. Residues rich in cellulose, lignin, and residual medicinal components are fermented into high-quality compost and
organic fertilizers for soil improvement and organic content enhancement, contributing to sustainable agriculture. Selected non-
toxic and nutrient-rich residues (such as Mongolian milkvetch root and licorice residue) are carefully processed through drying and
sterilization to serve as livestock feed supplements after rigorous toxicity risk screening, effectively enhancing animal immunity.
These green disposal methods prevent environmental pollution from random dumping or traditional landfilling of herbal residues
while reducing land occupation and potential ecological impacts, thereby achieving recycling of resources, creating new value for
agricultural and livestock industries, and promoting harmonious coexistence between enterprises and the environment.

Indicators Unit 2022 2023 2024

Hazardous waste

kg/RMB1,000 of

Intensity of hazardous waste operating revenue 0.02 0.008 0.0m
s
Totlronhemdoswaste  Ton s88  saoms  sssios

Intensity of non-hazardous waste ol;%/rzyn%,geggnﬁe 6.0 4.6 51
CCoscinder.colash T ;o ;o 35195
Cswee T ;o ;o aoms
Medcneresies T ;o ) osme
ot T ;o A sz
e
Thdparyrecying  Tn a0 mesn 24409
Cldfdsposst T 820 s saa3
memalincneraton T o725 smoo 50736
Cemalfertier  Tn am o 0
Eemalharmess teatment Ton w7 esrss 67168
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Response to Climate Change

Confronting the growing challenges of climate change, China TCM actively implements China's "Dual Carbon" strategy by
establishing a carbon peak and neutrality working group under the leadership of the headquarters' Energy Conservation
and Environmental Protection Leadership Group. We have formulated a Carbon Peak and Carbon Neutrality Action Plan to
systematically advance the green and low-carbon transition across five critical dimensions: green and low-carbon energy
transition, resource conservation and high-efficiency utilization, green and low-carbon circular economy transformation,
digitalization and intelligentization enhancement, and green and low-carbon capacity building. In 2024, we successfully
implemented 33 key energy-saving and environmental protection projects.

To address escalating climate risks, China TCM has strengthened climate risk
identification and prevention efforts to minimize potential impacts from extreme

Climate Risk
Response

weather on operations. We have integrated natural disaster prevention into annual
priority tasks, conducting seasonal risk analyses and ensuring comprehensive
preparation of contingency plans and emergency supplies. Our effective early
warning and response system has demonstrated robust performance during sudden
climate events. Additionally, we have established standardized reporting channels
for flood preparedness across all subsidiaries to monitor preparedness and damage
assessment in real-time.

In 2024, we completed thorough assessments of physical risks, transition risks and
opportunities, identifying their potential impacts on operations and developing
corresponding mitigation strategies. These measures significantly enhance our
organizational resilience against climate change challenges.

Risk type Risk name Risk impact Response measure

Extreme weather events including heavy
precipitation and tropical cyclones may directly
impact cultivation of medicinal herbs, raw
material and product transportation, operational
disruptions, and employee commuting.

Chronic risks, such as rising sea levels,
sustained warming trends, and increasing

We have implemented comprehensive flood preparedness
measures, including real-time meteorological monitoring
and emergency response plans, to ensure employee safety.

Acute risks

Physical
risk

Risk type Risk name Risk impact Response measure
Through carbon footprint reduction and
Resource waste recycling initiatives, we achieve dual We develop valorization of herbal residues and
s improvements in resource efficiency and enhance resource efficiency per unit through
efficiency ; . . . Dt b
production capacity, thereby increasing technological innovations.
revenue.
””””””””” We are actively advancing emergy | g
" substitution initiatives to increase the We have vigorously developed PV projects to
Transition Energy promote clean energy use, while implementing solar

opportunities substitution

e e e 4

proportion of renewable energy usage,
thereby reducing greenhouse gas
emissions..

Climate change is projected to significantly

greenhouse drying systems to replace conventional
energy sources.

We maintain market demand tracking while focusing
on key therapeutic specialties. To strengthen product

Transition
risks

Chronic risks

Technological
risks

Market risks

Reputational
risks

aridity, may alter the growing environments for
medicinal herbs, potentially compromising their
quality standards and reducing yields. These
environmental shifts could consequently disrupt
our production operations.

Increasing environmental requirements for
existing products may lead to asset stranding
risks and higher costs for low-carbon
investments.

Failure to achieve low-carbon technology
transformation may result in diminished
product market competitiveness, while
investments in new technologies could
increase production costs.

Climate change may drive rising raw
material costs and supply shortages,
leading to increased production costs.

Stakeholders' growing focus on ESG
performance and potential negative
feedback could impact corporate reputation
and revenue.

Through regular hazard identification and mitigation
programs, we systematically address these latent risks to
minimize long-term impacts.

We have formulated the 'Double Carbon Action’ work
plan to effectively implement new energy-saving and
environmental protection technologies, processes,
materials and equipment to meet the requirements of the
environmental policy.

We have made substantial progress in intelligent and
digital transformation, continuously improving energy
efficiency and production management capabilities.

We are proactively advancing technological innovation
to ensure sustainable medicinal resource supply by
conducting in-situ conservation of wild populations of
rare and endangered medicinal herbs, implementing
artificial breeding programs, and developing substitute
materials.

We disclose climate-related risks and opportunities
through ESG reports and have established energy

consumption and carbon emission targets, thereby
continuously enhancing ESG governance standards.

gljr;k:;d :2]2?: ansfs gpgﬁgrcn? aecaétk; cg(l)tj Qr:ilrlwyd and competitiveness, we implement systematic initiatives
: P including establishing collaborative partnerships and
creating new market opportunities. engaging in industry symposiums.
[ Case: Response to climate change risks 7

Since April 2024, intensified extreme weather events, such as torrential rains, gale-force winds, lightning strikes, have heightened
compound safety risks nationwide. On April 26, 2024, we issued the Notice on Flood Prevention Preparations for 2024, directing
subsidiaries to implement comprehensive flood preparedness measures to ensure production safety during the rainy season.
This included: closely monitoring meteorological updates to enhance emergency response readiness; conducting special safety
inspections focusing on flood control, wind resistance, and lightning protection systems; and strengthening risk assessment,
approval and supervision for special operations, alongside intensified oversight of critical areas such as construction sites and
aging buildings.

As winter approached, the risks of low temperatures, snow, and ice-related disasters increased. On 30 December, 2024, we
released the Special Action Plan for Safety Production and Natural Disaster Hazard Identification & Remediation, organizing efforts
to identify and address potential natural disaster risks. Preparations were made to counter major hazards such as winter ice jams,
freezing rain, snowstorms, and typhoons.

To effectively advance carbon peak and carbon neutrality efforts and actively
implement the system for carbon emissions (both total volume and intensity),
China TCM formulated the "Dual Carbon Action" Work Plan for 2024, defining clear
objectives and tasks to guide subsidiaries in achieving carbon peak and neutrality
goals while controlling GHG emissions.

GHG Emissions

E 2024 GHG reduction targets Actual performance Achievement status
Carbon dioxide emissions Carbon dioxide emissions Achieved
i per RMB10,000 of output per RMB10,000 of output
b value to be controlled within value (comparable price):
E 0.1603 tCO 2 e/RMB 10,000 0.1298 tCO 2 e/ RMB10,000 :
Indicators Unit 2022 2023 yioyZ
Direct emission (Scope 1) tCOze 122,799. 106,562.2 104,425.2
Indirect emission (Scope 2) tCOz2e 255,051.6 232,2314 133,194.0
gin gpissions (Scope 1 + tCOze 377,850.7 338,793.6 237619.2
GHG emission density tCO 2 e/ RMB1,000 of 0.026 0.019 0.014

operating revenue
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Biodiversity Protection

China TCM strictly complies with national laws and regulations, including the Wildlife Protection Law of the People's Republic
of China and the Regulation of the People's Republic of China on Wild Plants Protection, and actively protects wild medicinal
resources. We resolutely oppose illegal harvesting, trading, purchasing, or processing of state-protected wild plants, as well as
any actions that damage their natural habitats. In accordance with the Drug Administration Law of the People's Republic of China
and the Law of the People's Republic of China on Traditional Chinese Medicine, China TCM actively engages in the conservation,
breeding, and research of rare and endangered medicinal wildlife and plants. Additionally, we have established a multi-
dimensional ecological cultivation system tailored to local conditions.

Artificial Cultivation
of Resource-Based
Varieties

EATAEN

<=

We carried out wild-simulated
ecological planting by establishing

30

mu of understory Cibotium
barometz cultivation in Guilin
base

and
mu of cultivation in Xincheng
base.

Responding to the Announcement on Supporting the R&D on Alternatives to Traditional
Chinese Medicine (TCM) Materials Derived from Rare and Endangered Plants and
Animals jointly issued by the National Medical Products Administration and the National
Administration of Traditional Chinese Medicine, China TCM conducts wild cultivation,
artificial breeding, and substitute research for rare and endangered medicinal materials.
These efforts aim to address the scarcity of wild medicinal resources and ensure a
sustainable supply for clinical use in TCM.

Case: Research and application of artificial cultivation techniques for
endangered and wild medicinal materials such as cibotium barometz LV 4

Cibotium barometz, as a rare and endangered medicinal material, faces difficulties in
artificial breeding, which constrain the sustainable development of the TCM industry.
In 2024, we completed the registration for artificial cultivation of this key protected
wild plant species and conducted research on artificial planting and domestication
techniques. In this regard, we tested various factors in the artificial cultivation
process including base fertilizer application, planting density, transplanting season,
and transplanting treatment methods. Simultaneously, we carried out wild-simulated
ecological planting by establishing 30 mu of understory Cibotium barometz
cultivation in Guilin base and 20 mu of cultivation in Xincheng base.

Cibotium Barometz

Ecological Planting

0

S

Patchouli seedling survival rates
from the traditional

30%~al%

to an impressive

da%

In the context of China's "non-grain conversion" policy in 2024, China TCM
proactively planned various ecological planting models in advance. Based on the
characteristics of land use for TCM planting bases, we classified ecological planting
into three models: wild-simulated cultivation, intercropping with crops, and wild
cultivation. Currently, China TCM has 49 TCM varieties suitable for cultivation under
ecological models. Meanwhile, in accordance with the Ecological Product Catalog
(2024 Edition) jointly issued by the National Forestry and Grassland Administration
and other departments, we compiled the 2025 Ecological Planting Base Varieties
Catalog to guide subsidiaries in making early preparations for new planting models
and technical reserves of TCM materials, thereby strengthening the on-site reserve
capacity of TCM materials.

Case: Integrated grain-medicine-food production through  —
patchouli-rice rotation and grain-medicine intercropping

systems 7

The innovative patchouli cultivation model, featuring a "six-month patchouli plus
three-month rice" rotation system combined with maize canopy intercropping, has
successfully addressed two major agricultural challenges: continuous cropping
obstacles and heat stress damage. By regulating rhizosphere microbial communities
through crop rotation and utilizing maize canopies as natural temperature regulators,
this integrated approach has dramatically improved patchouli seedling survival rates
from the traditional 30-50% to an impressive 95%. During the 2023-2024 period, this
breakthrough model not only resolved the persistent issue of continuous cropping
limitations for patchouli but also significantly enhanced land productivity, achieving
more than double the yield per mu while simultaneously producing 80 tons of wet
rice grains and 100,000 cans of maize juice. This successful implementation has
established a comprehensive agricultural production system that ensures stable grain
output, increases medicinal herb production, and creates diversified income sources
through multiple agricultural products.
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Cultural Inheritance,
Co-Creating a Better
Society

China TCM fulfills the corporate responsibility through concrete actions by
deeply integrating rural revitalization with TCM industry development. We
implement multi-dimensional assistance programs while promoting TCM
culture transmission and community education initiatives. These efforts
collectively enhance public health literacy and create shared value through
high-quality development, thereby ensuring TCM's enduring contributions
to social wellbeing.

Material Topics Covered in this Chapter

= Public Welfare and Development

UN SDGs Addressed in this Chapter

1 NO GOODHEALTH QUALITY
POVERTY AND WELL-BEING EDUCATION
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Rural Revitalization

We prioritize rural revitalization by leveraging our unique strengths in TCM to drive comprehensive rural development. Our
integrated approach combines industrial empowerment, talent cultivation, and consumption support. By establishing TCM planting
bases, enhancing product value, providing technical training, and facilitating agricultural product sales, we create sustainable rural
economic growth. In 2024, we invested RMB28.1522 million across multiple provinces including Jilin, Xinjiang, Xizang, Qinghai and
Sichuan. Our initiative "Leveraging Unique Advantages in TCM Cultivation to Build a Rural Revitalization through TCM Model" was
successfully selected as a "Typical Case of Social Responsibility in the Rural Revitalization Empowerment Program”, establishing a
rural revitalization approach with distinctive TCM characteristics.

H We utilize our industrial expertise to advance TCM material planting and processing.
ASSIStanC.e through Through production base development, production base building, branding and
Empowering

targeted assistance, we foster rural industrial transformation. In 2024, we expanded
Ind ustries TCM production bases nationwide, increasing farmers' income while promoting high-
quality development of localized TCM industrial chains through production-marketing
connectivity, standardized planting, and brand empowerment initiatives.

Assistance through Establishing Bases I

In 2024, we co-built 165 TCM production bases across 22 provinces (autonomous
regions/ municipalities), involving 108 TCM varieties with a total area exceeding

[ | Il 470,800 mu. Our bases yielded 56,747 tons of fresh medicinal materials and 13,090
[T 1= tons of dried products, benefiting approximately 4,700 farming households. Our

annual purchase volume reache .62 tons with a 21.06% purchase rate, a recor
ma|nca | purch | hed 370.62 ith a 21.06% purch d

high. We also assisted Xincheng County (a poverty-stricken region) in selling over
TCM production bases 200 tons of mulberry branches, effectively alleviating local environmental pressure
while creating additional income channels for sericulture farmers. Furthermore, we
|EE hosted industry conferences to establish direct production-marketing platforms

connecting growers with purchasers.
Varieties of Chinese Medicine Herbs

Case: China TCM establishes direct production-marketing platform
| [I 8 connecting growers with purchasers

On April 12, 2024, China TCM hosted the "Authentic Medicinals Initiative: Premium
Base Area Cultivation Bases Partnering with China TCM to Advance Rural Revitalization" event

in Foshan, Guangdong, creating a crucial exchange platform for exchanges and
47.[|8 10,000 mu cooperation between TCM planting and breeding companies and China TCM. This
fresh medicinal materials yielded

initiative helps strengthen connections between TCM material growers and TCM
55,747 Tons

Assistance through Empowering Production Bases I

manufacturers, promotes standardized development of the TCM materials industry,
improves the quality of TCM materials, drives high-quality development of the TCM
industry, and contributes to rural revitalization.

We deepen assistance to authentic medicinal material production areas through a whole industry chain empowerment model,
focusing on six core production areas including Xihe, Gansu (pinellia ternata) and Jiangyou, Sichuan (aconitum carmichaelii).
We have established a three-dimensional linkage mechanism combining "base development + brand empowerment + industry
planning" by building standardized planting demonstration bases, implementing brand value enhancement initiatives, and
conducting strategic research on the TCM materials industry. Focusing on characteristic varieties such as pinellia ternata,
aconitum carmichaelii, rhizoma atractylodis, patchouli and panax ginseng, we have developed full industry chain solutions to help
regions create specialized industry clusters with county-specific development strategies.

Targeted Assistance I

We allocated special funds of RMB500,000 to Jingyu County (Jilin Province) to support the construction of projects including
Jing'an Village Party building, Zhichun Cooperative, and TCM resource gardens. Through initiating a TCM materials procurement
program, we promoted guaranteed purchase of RMB two million worth of TCM materials from Jingyu County.

Ta l. ent A S Si St an C e China TCM prioritizes talent cultivation for rural revitalization by enhancing technical
training and professional empowerment. Specifically, we conduct rural revitalization
training programs, promote planting techniques for TCM materials, and develop
customized TCM industry upgrading plans, all designed to deliver intellectual support
and sustainable development impetus for rural revitalization efforts.

[ Case: Jingyu (Jilin): Talent technical training session for rural revitalization

At the invitation of People’s Government of Jingyu County, we conducted the “Talent Technical Training Session for Rural
Revitalization”, which brought together over 120 rural cadres and technicians, aiming to train technical cadres and planting
professionals. During this event, technicians traveled to various villages and towns to conduct face-to-face discussions with
growers, promptly and effectively solving TCM planting issues of concern to growers.

As a central state-owned enterprise, we actively leverage our consumption

ASSIStance . assistance capabilities to support the sales of distinctive rural agricultural
through PromOtlng products and promote local economic growth. In 2024, we purchased

Consumption RMB224,600 worth of supported agricultural products, participated in the
"Xinjiang Assistance Through Work Uniform Procurement"” program with
procurement reaching RMB420,000. These consumption assistance measures
continuously expand market channels for rural products to support sustainable
rural economic growth.

N
<~/ N\ -

In 2024, the Company procured
supported agricultural products

2245 RMB 10,000

Actively participated in the
Xinjiang Assistance Through Work
Uniform Procurement initiative,
with a procurement amount of.

42 RMB 10,000
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Community Care

China TCM has proactively built the "Colorful TCM" volunteer service brand, establishing specialized teams including the "Colorful
TCM" volunteer education service team and "Colorful TCM" teaching support team. These initiatives effectively guide employees

to participate in diverse volunteer activities, translating corporate social responsibility into concrete actions.

Volunteer Services
O
N

Participation in Volunteer Services
|,H E E person-times

Total Hours of Volunteer Service

2,60l vous

China TCM encourages and supports employee engagement in social volunteer
work through establishing long-term volunteer mechanisms, maintaining stable
volunteer service teams, and organizing varied charitable activities including tree
planting, free medical consultations, and donations. During the Reporting Period,
cumulative volunteer participation reached 1,965 person-times, with total service
hours amounting to 2,651.

Case: Learn from Lei Feng & tree planting initiative
activities

In March 2024, China TCM carried out a series of diverse activities combining Lei
Feng's spirit with environmental protection, including green space renovation, free
appliance repairs, community medical consultations for elderly residents, visits to
retired employees, book donations, charity runs, and tree planting campaigns.

Social Welfare

China TCM actively fulfills corporate social responsibility by promoting TCM culture and community education. Through diverse
public education activities, cultural exhibitions, and educational programs, we facilitate TCM knowledge transmission and enhance

public health literacy.

TCM Culture
Promotion

Through exhibitions, museums, and modern technology, we deepen TCM cultural
transmission while preserving classical wisdom and fostering innovation. Interactive
experiences and thematic activities strengthen social recognition of TCM's value,

contributing to cultural confidence.

China TCM partnered with the China Health Culture Association to organize the "Safeguarding Tradition, Upholding Authenticity
and Innovation" TCM Classics Calligraphy Exhibition (Foshan), which focused on thematic sharing sessions, symposiums, and
calligraphy/ painting appreciation activities to promote the innovative development and cultural inheritance of TCM. Nearly 500
employees from both the headquarters and Foshan-based subsidiaries participated in the exchange activities.

Beijing Huamiao established the Chinese Crude Drug Processing Technology
Museum showcasing TCM materials, preparations, and classical texts. Using
VR, holography, and dual-screen technologies, it creates immersive displays of
traditional processing methods. In 2024, the museum was designated as "Central
SOE Patriotism Education Base".

Community
Education Support

Zhonglian Pharmaceutical has established a comprehensive TCM promotion
and education base, featuring a dedicated cultural zone for preserving
Chinese crude drug processing techniques and a specimen room displaying
over 400 types of commonly used TCM materials and prepared herbal slices.
This forms an integrated cultural display zone that combines TCM education
with cultural popularization.

Fengliaoxing Material & Slices has made solid progress in the second-phase
construction of its corporate culture exhibition hall, which has been officially
designated as the "Primary and Secondary School Research and Practice
Education Base in Chancheng District of Foshan". The company has actively
collaborated with Foshan Municipal Committee of the Chinese People's
Political Consultative Conference and Foshan Television Station to produce the
documentary Traditional Chinese Medicine Stories in Foshan: Fragrance of Foshan
Medicines, dedicated to effectively communicating the value of TCM.

Beijing Huayao — Beijing Chinese Crude
Drug Processing Technology Museum

China TCM leverages resources to build TCM education bases, promoting study tour
programs and community education outreach. Collaborative initiatives with various
stakeholders enhance TCM knowledge transmission and public health awareness.

Zhonglian Pharmaceutical — Chinese
Crude Drug Processing Heritage Zone

Fengliaoxing Material & Slices —
Corporate Culture Exhibition
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2025 Outlook

At this critical transitional phase of China's 14th Five-Year Plan period, China
TCM will formulate our development strategy from a more elevated perspective,
advancing with unwavering determination and courage. We will further improve
our ESG governance system, deepen green transformation anchored to the
dual-carbon goals, and establish a comprehensive low-carbon system covering
the whole chain from ecological planting to clean production. We will continue
to enhance the evidence-based medicine system, promote deeper integration
of classical prescriptions with modern healthcare to demonstrate the scientific
value of TCM to the world. We will maintain people-first philosophy, provide
development platforms for our employees, and join hands with partners on the
path to sustainable development. By refining our industrial assistance model, we

will make the TCM industry a green engine for common prosperity. Consistently
guided by the Healthy China Initiative, we will fulfill our responsibilities as a central
enterprise and contribute TCM wisdom to health governance.

Laws and Regulations

For different sustainability aspects, China TCM strictly complies with applicable national laws and regulations, which are
listed in the table below:

Aspects

Applicable laws and regulations

Compliance Statement

Emissions

Use of Resources

Environmental and
Natural Resources

Employment

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

Law of the People's Republic of China on the
Prevention and Control of Environmental Pollution
Caused by Solid Wastes

Law of the People's Republic of China on Prevention
and Control of Soil Contamination

Law of the People's Republic of China on Promoting
Clean Production

Directory of National Hazardous Wastes Integrated
Emission Standard of Air Pollutants Integrated
Wastewater Discharge Standard

Standard for Pollution Control on Hazardous Waste
Storage

Emission Standard of Air Pollutants for Boiler

Energy Conservation Law of the People's Republic of
China

Circular Economy Promotion Law of the People's
Republic of China

Environmental Protection Law of the People's Republic
of China

Labor Law of the People's Republic of China

Labor Contract Law of the People's Republic of China
Provisions on the Prohibition of Using Child Labor

Law of the People's Republic of China on the Protection
of Minors

Hong Kong Employment Ordinance

During the Reporting Period, we confirm
there were no known of any violations of
relevant laws and regulations concerning
emissions (including waste gas and GHG
gases), discharges into water or land, or
generation of hazardous/ non-hazardous
waste that would have significant impact
on our operations.

During the Reporting Period, we
confirm there were no known viola-
tions of relevant laws and regulations
concerning compensation and termi-
nation, recruitment and promotion,
working hours and leave entitlements,
equal opportunity, anti-discrimination,
prevention of child/ forced labor, other
employment terms and benefits that
materially impacted our operations.
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Aspects

Health and Safety

Labor standards

Applicable laws and regulations

Work Safety Law of the People's Republic of China
Labor Law of the People's Republic of China

Special Equipment Safety Law of the People's Republic
of China

Fire Protection Law of the People's Republic of China
Regulation on Work-Related Injury Insurances

Law of the People's Republic of China on the
Prevention and Control of Occupational Diseases

Provisions on the Prohibition of Using Child Labor
Law of the People's Republic of China on the Protection
of Minors

Compliance Statement

During the Reporting Period, we con-
firm there were no known violations of
relevant occupational health and safety
regulations concerning the provision of
safe working environments and protec-
tion of employees against workplace
hazards that materially impacted our
operations. Additionally, there were no
reported cases of work-related fatali-
ties or occupational diseases.

During the Reporting Period, we
confirm there were no reported cases
related to child labor and forced labor.

Performance Data Summary

Environmental data

Product
Responsibility

Anti-corruption

Good Supply Practice for Drugs

Good Manufacturing Practice for Drugs

Product Quality Law of the People's Republic of China
Drug Administration Law of the People's Republic of
China

Guideline on Good Pharmacovigilance Practices
Regulation on the Administration of Annual Reports on
Drugs

Administrative Measures for Drug Recalls

Good Agricultural Practice for Chinese Crude Drugs
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

The Civil Code of the People's Republic of China

Criminal Law of the People's Republic of China
Anti-Unfair Competition Law of the People's Republic
of China

Hong Kong Prevention of Bribery Ordinance

Law of the People's Republic of China on Supervision
Administrative Penalty Law for Public Officials of the
People's Republic of China

During the Reporting Period, we con-
firm there were no known violations
of laws or regulations concerning
product/ service health and safety,
advertising, labeling, privacy matters,
or remediation methods that materially
impacted our operations.

During the Reporting Period, we
confirm there were no known violations
of laws or regulations concerning
bribery, extortion, fraud, or money
laundering that materially impacted
our operations, nor were there any
reported cases of corruption.

Indicator

Total investments

in environmental RMB10,000 1,723.8 2,051.5 1,703.4
protection

Ox tonne 173.2 804 68.6
SOx tonne 59.2 45.2 35.1
PM tonne 92 79 6.6
COoD tonne 189.0 1021 108.5
Ammonia nitrogen tonne 12.0 24 2.2

Direct emissions

Unit

2022

Environmental protection

Greenhouse gas emission

2023 2024

tonne of CO,e 122,799 106,562.2 104,425.2
(scope 1)
el EfiEsions tonne of CO,e 255,051.6 232,231.4 133.194.0
(scope 2)
GHG emissions tonne of CO,e 377,850.7 338,793.6 237,619.2
L tonne of CO, e/
CHC e RMB1,000 of 0.026 0.019 0.014

intensity

Hazardous waste

Intensity of hazardous
waste

operating revenue

tonne

kg/RMB1,000 of
operating revenue

Hazardous waste

293.3

0.020

Non-hazardous waste

144.3 182.6

0.008 0.0m

Non-hazardous waste tonne 86,198.8 84,017.3 83,510.8
Coal cinder, coal ash tonne / / 8,519.5
Sludge tonne / / 4,017.5
Medicine residues tonne / / 70,525.6
Others tonne / / 448.2

Intensity of non- kg/RMB1,000 of 6.0 46 51

hazardous waste

operating revenue
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=
o Indicator Unit 2022 2023 2024 Employees data
Non-hazardous waste disposal ) )
Indicator Unit 2022 2023 2024
o Third-party recycling tonne 17480.0 13,6301 T2 0.0 ettt e eeeeeeeeeeeeeees eeeeeeeeeeeee et e e e e e e et e a et .
=2
] Landfill disposal tonne 3,892.0 1943.5 544.3 Z‘r’;gllor;“er::er i person 17,662 17,303 16,753
=
g Internal incineration tonne 9,752.5 4,740.0 3,273.6
& By gender
=1 oie
98’ Internal fertilizer tonne 43 0 0 Male person 8.882 8.613 8.481
e
3 frxetjtmae‘n?armless tonne 687977 63.703.8 66.716.8 Female person 8,780 8,690 8,272
(]
= By grade
i
3 . Senior managers person / / 203
T Purchased electricity kWh 175,290,038.3 164,487176.8 137159,390.6
o .
2 Purchased steam million kJ 729,.885.5 620,342.6 5417661 Middle managers person / / 2258
«Q
[
o Coal tonne 36,066.5 26,555.7 28,0089 General employees person / / 14,512
- ,
[1] . .
& Gasoline liter 154,738.8 207,337.2 196,690.4 Mainland China person 17,658 17299 16,749
Diesel liter 174,049.5 167,003.5 201155.7 East China person 5347 4.788 4729
§ Total ener South China person 4,585 3,849 3,861
> t.9y MWh 827,694.8 746,10.8 644,676.5
2 consumption North China person 1,246 951 960
)
3 Energy intensity kWh/R.MBLOOO < 579 41.2 391 Central China person 1,738 2,570 2,463
2 operating revenue
g Northwest China person 1,286 1,447 1,429
o Renewable energy kWh / / 6,594,700.0
9 .
) Water consumption tonne 3,876991.7 3996,813.9 4,057155.0 Northeast China person 851 654 621
Q
¥ :
g Water consumption Tonne/RMB1,000 of 0 020 02t Southwest China person 2,605 2,840 2,690
% intensity operating revenue ’ ’ ’ Hong Kong SAR person 4 4 4
3 . . :
§ Packaging material consumption By educational background
(]
B Sustainable packaging tonne / / 10,948.3 Employees with a
@ materia bachelor's degree or person 9,910 10,657 10,937
kY
"gn Paper products tonne 5,178.0 9,626.5 12,168.5 above

Plastic tonne 3.008.0 29644 40313 Employees with a junior

AJewwns ejeq aduew.oliad

college certificate or person 7752 6,646 5,816

Composite membrane tonne 2,295.0 3,501.6 3,692.3 e
Metals tonne 14.0 2691 3669 Marketing personnel person 6,155 5,811 5,700
Others tonne 186 1263 6191 Production personnel person 7,008 6,629 5,982
Total tonne 13089 17520.6 227097 Management personnel person 3,236 3,624 3,611
Density of packaging kg/RMB1,000 of R&D personnel person 1,263 1,329 1,460

. . 0.79 0.97 1.38
material operating revenue
Recycled packaging tonne / / 6538

material

75




pajwi "0) SBUIPIOH BUIDIPalN 8SauUIYD JeUoHIpEL BUIYD) ——— {‘S‘

10day (9SJ) 92UBUIBAOS PUE [BID0S “BJUSWUOIIAUT YZ0T

77

Indicator Unit

Ethnic Han person

Ethnic minorities person

Full-time person

Part-time person

<30 person
30-50 person
>50 person

Number of disabled

employees person
Proportion of
female employees in %

management

Signing rate of labor
contracts

Coverage rate of five
social insurances and %
housing provident fund

Coverage rate of
employee physical %
examination

Average paid leave days

per person day

Employee mutual aid fund RMB10,000

Person-times of
employees-in-need
helped

person-time

Input for support of
employees-in-need RMB10,000
(including in-kind rebate)

2022

By ethnic group
16,835
827
By employment type
/
/

By age

5997
10,353
1,312

Others

17

38.2

Interests of employees

100

98.03

6.2

Employee care

31

32

2023

16,279

1,024

5,31
11,031

961

17

38.9

100

100

100

6.6

48.2

231

69.7

2024

15,805

948

15,835

918

4,763

11,053
937

132

40.68

100

100

100

8.1

551

123

17.3

Employee new hire rate

Indicator

AJewwns ejeq aduew.oliad

Male

Female

<30
30-50

>50

Mainland China
East China
South China
North China
Central China
Northwest China
Northeast China
Southwest China

Hong Kong SAR

Unit

%

%

%
%

%

%
%
%
%
%
%
%
%

%

By gender

By region

2022

2023

2314

22.55

4349
14.87

572

2314
22.35
37.67
15.25
18.60
12.30
14.53
19.23

25.00

2024

15.40

141

3149
8.1
3.37

14.76
1412
17.35
1214
13.19
13.70
15.84

14.90

78



“
™
-t

pajwi "0) SBUIPIOH BUIDIPB 8SBUIYD JEUCHIPEIL BUIYD)

10day (9SJ) 92UBUIBAOS PUE [BID0S “BJUSWUOIIAUT YZ0T

79

Employee turnover

Indicator

Unit

2022

Training coverage by gender’

2023

2024

AJewwns ejeq aduew.oliad

Male

Female

94.07
93.43

Training coverage by grade’

81.52

80.04

52.53

4747

Senior managers % / / 110
Middle managers % / / 4.75
General employees % / / 9415

Training coverage by function®

Marketing personnel % 93.60 90.15 27.61
Production personnel % 9718 96.31 42.89
Management personnel % 91.41 87.50 16.33
R&D personnel % 90.08 81.36 1317

Average training hours per employee by gender®

Indicator Unit 2022 2023 2024
Male % 24 2113 18.15
Female % 24 20.79 18.85
Mainland China % 24 20.96 18.81
East China % 7% 2245 1997
South China % 47 31.56 17.72
North China % 8 17.88 15.28
Central China % 7 15.80 20.82
Northwest China % 17 13.41 13.28
Northeast China % 5 12.54 18.04
Southwest China % 13 15.49 18.84
Hong Kong SAR % 0 25 0
<30 % 34 29.74 24.56
30-50 % 17 16.73 14.06
>50 % 26 21.02 3793

Employee training

Male

Female

hour

hour

Average training

21.7

37.8

hours per employee by grade

375

42.8

14.2

17.6

Senior managers hour / / 12.6
Middle managers hour / / 29
General employees hour / / 16.5

Average training hours per employee by function

Indicator Unit 2022 2023 2024
Investments in employee RMB10,000 1,065.0 988.4 702.5
training

Number of employees person-time 132,384 459181 148,360
participating in trainings

Number of employees time 3,862 10212 6,783
trainings

Average hours of employees hour / / 181

trainings

Marketing personnel hour 204 26 29
Production personnel hour 20.3 259 18.2
Management personnel hour 50.0 85.2 15.6
R&D personnel hour 31.7 35.1 10.2

Number of employees whose

academlc quahﬂcatpns and person / / 409
professional credentials

enhancing are supported

Number of people
participating in leadership
training

person-time / / 731

'In 2024, we updated the calculation method: Ratio of the number of male/female employees receiving training in the enterprise to the total
number of trained employees.

’In 2024, we updated the calculation method: Ratio of the number of employees of different grade receiving training in the enterprise to the
total number of trained employees.

*In 2024, we updated the calculation method: Ratio of the number of employees of different function receiving training in the enterprise to
the total number of trained employees.

“In 2024, we updated the calculation method: Average training hours of per employee = Total training hours of employees in a specific
category / Number of employees in a specific category.
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=" Occupational health and safety
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Indicator Unit 2022 2023 2024 Indicator Unit 2022 2023 2024
g ......................................................................................................................................................................... . ..................................................................................................................................
!‘:_,| IFr)wr\(/)edsJ:;ieon; for safety RMB10,000 14275 15415 1104.8 Southwest China nos. 33 31 31
E.’_. Number of new suppliers nos. / / 38
s ':cucrir:jl?;rts()f werkcretated nos. Z g ~ Number of supplier ESG
2 } nos. / 27 18
o reviews
5 Number of work-related person 5 0 2 S
@ injuries Number of suppliers identified
e as having actual and potential nos / / 0
2 Number of work-related significant negative social '
s Eataliti person 0 0 0 :
) atalities impacts
(]
'E,E Lost days due to work-related da 258 0 % Number of suppliers identified
= injuries Y as having actual and nos / / 0
7 potential significant negative '
o Number_ of nev_vly added oS, 0 0 0 environmental impacts
- occupational diseases
3 Number of suppliers
g_f Total hours of occupgtfonal hour 80.492 89940 140120 suspended. in cooperation for nos. / 0 0
health and safety training non-compliance
Coverage of occupational o Number of potential suppliers
N health and safety training % 100 100 100 rejected for non-compliance nos. / 0 0
N
)
m Total person-times of Number of supplier ESG tim / 2 18
s occupational health and safety time 40,246 44970 70,060 trainings ime
S training
3 Hours of supplier ESG training hour / 2 9
e .
Fi ld\lrLijlrlnber of safety production time 130 207 449 Cover . o ESG
o s overage of supplie % / 99 100
S training
@ Total person-times of safety time 38 658 40368 49551
2 production drills ’ ’ ’
o
g Coverage of safety production % 100 100 100
2 drills
it
3
8
m
o)
= Suppliers
8
Indicator Unit 2022 2023 2024
Mainland China nos. 199 195 191
East China nos. 56 54 50
South China nos. 27 24 21
North China nos. 27 25 28
Central China nos. 29 27 27
Northwest China nos. 18 22 22
Northeast China nos. 9 12 12
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=" Product quality Innovation and R&D

Indicator Unit 2022 2023 2024 Indicator Unit 2022 2023 2024

Product recalls Standard formulation

AJewwns ejeq aduew.oliad

Number of group standards
in which participation in nos. 1 16 "
formulation was involved

Number of product recalls nos. 4 5 6

Percentage of recall due to quality

of TCM decoction pieces (in % 0.04 0.017 0.017 Number of national standards

kilograms) in which participation in nos. 0 36 34
formulation was involved

Percentage of recall due to safety

pajwi "0) SBUIPIOH BUIDIPB 8SBUIYD JEUCHIPEIL BUIYD)

of TCM decoction pieces (in % 0 0 0 Innovation and R&D
kilograms) Number of accidents in clinical time 0 0 0
trials
Percentage of recall due to quality I
of concentrated TCM granules (in % 0.00006 0.00004 0.00001 Expenditure on R&D R"’!lBlJOO 612 6.86 59
packets) million
Proportion of R&D expenditure % 4.8 3.8 3.6
Percentage of recall due to safety
of concentrated TCM granules (in % 0 0 0 Proportion of R&D personnel % 72 71 8.7
packets) Number of innovative drugs
: that have been launched to the nos. 0 0 1
Percentage of recall due to quality o
of TCM finished drugs (in boxes) % Eaeoes UL, s market
X Number of patents granted nos. 209 185 126
§ Percentage of recall due to safety % 0 0 0
m of TCM finished drugs (in boxes) °
3
<.
§ Number of product and service complaints received
3 o o
% Total number nos. 206 175 277 Informat|0n SeCUI’Ity
“?": Regarding quality nos. 32 28 26
o ) . . .
o Regarding packaging and nos. 105 75 125 Indicator Unit 2022 2023 2024
o APPEATANCE ettt e et e a e et et a e a e h et e a et a s et e e h et e a e a e a et a et e e aa e a ettt a e e et e n e .
g’ ) ) ) Number of internal information
3 Regarding product information oS, 1 13 3 security audits (or information time 1 1 1
5 inconsistency security risk assessments)
(2] .
il Regarding adverse reactions nos. 30 26 45 Number of third-party
P information security time 1 1 1
2 Others nos. 38 33 78 assessments
1]
§ Resolution rate for all customer % 100 100 100
complaints Community
Internal quality audits
Number of defects identified by Piece 393 414 418 Indicator Unit 2022 2023 2024
internal quality audit
P Investments in rural
Rectification rate of defects 9 M RMB10,000 3166.3 3,316.8 2,815.2
identified by internal quality audit % e 10 oY revitalization
Investments in public welfare RMB10,000 1433.8 1445.5 1,443.7
Person-times of employees
participating in volunteer person-time 416 1,823 1,965
services
Volunteer service time hour 1,280 1,465 2,651
Proportion of unionized % / 100 100

83 employees (Head Office)
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Governance

Indicator Unit

Number of concluded

corruption litigation cases

brought by the regulatory nos.
authorities against the issuer

or its employees

Number of business

ethics audits (or economic

responsibility audits) time
(including those of affiliated

enterprises)

Number of anti-corruption
and anti - bribery reporting time
incidents

Number of anti-corruption .
. . time

training sessions

Number of employees

participated in anti-corruption  person-time

training sessions

Number of legal compliance .
- : time

training sessions

Number of employees

participated in legal person-time

compliance training

Hours of legal compliance

- hours
training

14

15,712

23

14,523

300

23

27

12,427

678°

68,825

1,356

*In 2024, the statistical caliber was expanded to cover all levels, resulting in a significant change in the data.

Index of Indicators

The content index of this report includes the United Nations Sustainable Development Goals, the GRI Standards, and the

ESG Reporting Guide set out in Appendix C2 to the Listing Rules.

Contents

About the Report

Message from the
Chairman

About China TCM

ESG Responsibility,
Charting the Development
Blueprint

Robust Governance,
Building a Solid
Development Foundation

Excellent Innovations,
Setting Industry Quality
Benchmarks

Company Profile
Cultural Concept
Corporate Brands
Honors and Awards
Development Strategy

Statement of the Board

ESG Governance Structure

Stakeholder
Communication

Material Topic Analysis

Corporate Governance

Compliance and Risk
Management

Business Ethics

Innovative Research &
Development

Quality Management
Product Liability
Customer Service

Supply Chain Management

SDGs GRI Standard
2-1. 2-2. 2-3
2-22

16 PEACE, JUSTICE
ANDSTRONG
INSTITUTIONS

L o

PEACE. JUSTICE

il 2-10. 2-11. 212, 2-14. 2-16.
¥, 2-22. 2-29

205-2. 205-3
el 17
QO

416-1. 4162

4071, 417-2. 417-3

414-2

(149 ‘X3INH) sd03edlpu] Jo xapu|
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Index of indicators of Environmental, Social and
Governance Reporting Guide set out in Appendix C2 to the
Listing Rules
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Contents SDGs GRI Standard
. ’ iy oo [l 10 Beabiines )
Protection of Rights and " ~ A 401. 405-1 Issue Performance Indicator Page
Interests 4 ' =)
L B ettt et e ettt et ettt e ettt e e e e ntr e e e
People-Oriented Mandatory disclosure requirements
Philosophy, Fostering a Career Growth 404-2. 404-3
Harmonious Workplace Governance structure P09
Occupational Safety and HEESE
HealtE i 403 Reporting principle P02
Reporting scope P01-02

Environment Management

302, 303, 304-1. 305.

306-1. 306-2 Comply or explain provision
ok Main category A - Environment
G 0 i 301 General Disclosure: Information on the policies; and compliance with relevant
reen Lperations 19 e laws and regulations that have a significant impact on the issuer relating P58-60.
Green ECO_IOQ% LTS to air and greenhouse gas emissions, discharges into water and land, and 62, 72
Safeguarding the Source O generation of hazardous and non-hazardous waste.
of Traditional Chinese
Medicine - A1.1 The types of emissions and respective emissions data. P74-75
Response to Climate 13
Change @ A1.2 Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas emissions
(in tonnes) and, where appropriate, intensity (e.g. per unit of production P74
volume, per facility).
15 i A1 Emission
Biodiversity Protection Qi A1.3 Total hazardous waste produced (in tonnes) and, where appropriate, P74
= intensity (e.g. per unit of production volume, per facility).
18 A1.4 Total non-hazardous waste produced (in tonnes) and, where appropriate, P74
swirEll Pavivaliziien Fiidd 203. 413-1 intensity (e.g. per unit of production volume, per facility).
L)
A1.5 Description of emissions target(s) set and steps taken to achieve them. P58-60
Cultural Inheritance, Co- Community Care M3
Creating a Better Society ¥ Al1.6 Description of how hazardous and non-hazardous wastes are handled, P60
e and a description of reduction target(s) set and steps taken to achieve them.
ANDWELL-BEING EDUCATION
sl el —’\4/ M| Y General Disclosure: Policies on the efficient use of resources, including PE5. &7
energy, water and other raw materials. 72
2025 Outlook B A2.1 Direct and/or indirect energy consumption by type (e.g. electricity, gas
Laws and Regulations 94 ;rel?;la)‘ciir;it';o)'.cal (kWh in '000s) and intensity (e.g. per unit of production volume, P75
gerformance Data A2.2 Water consumption in total and intensity (e.g. per unit of production P75
Appendix ummary volume, per facility).
Index of Indi A2 Use of Resources
ndex of Indicators A2.3 Description of energy use efficiency target(s) set and steps taken to
Suggestions and Feedback ?:kh;svti tahciriz.vDeets;]cer:Etlon of energy use efficiency target(s) set and steps P55-56
A2.4 Description of whether there is any issue in sourcing water that is fit for p57
purpose, water efficiency target(s) set and steps taken to achieve them.
A2.5 Total packaging material used for finished products (in tonnes) and, if P75

applicable, with reference to per unit produced.

(149 ‘X3INH) sd03edlpu] Jo xapu|

88



pajwi "0) SBUIPIOH BUIDIPB 8SBUIYD JEUCHIPEIL BUIYD)

10day (9SJ) 92UBUIBAOS PUE [BID0S “BJUSWUOIIAUT YZ0T

89

A3 The Environment
and Natural Resources

A4 Climate Change

Main Category B: Social

Performance Indicator

General Disclosure: Policies on minimising the issuer's significant impacts on
the environment and natural resources.

A3.1 Description of the significant impacts of activities on the environment
and natural resources and the actions taken to manage them.

General Disclosure: Policies on identification and mitigation of significant
climate-related issues which have impacted, and those which may impact, the
issuer.

A4 Description of the significant climate-related issues which have impacted,
and those which may impact, the issuer, and the actions taken to manage
them.

Employment and Labour Practices

B1 Employment

B2 Health and Safety

B3 Development and
Training

B4 Labour Standards

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

B1.1 Total workforce by gender, employment type (for example, full- or part-
time), age group and geographical region.

B1.2 Employee turnover rate by gender, age group and geographical region.
General Disclosure: 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.

B2.1 Number and rate of work-related fatalities occurred in each of the past
three years including the reporting year.

B2.2 Lost days due to work injury.

B2.3 Description of occupational health and safety measures adopted, and
how they are implemented and monitored.

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

B3.1 The percentage of employees trained by gender and employee category
(e.g. senior management, middle management).

B3.2 The average training hours completed per employee by gender and
employee category.

General Disclosure: Information on the policies; and compliance with relevant
laws and regulations that have a significant impact on the issuer relating to
preventing child and forced labour.

B4.1 Description of measures to review employment practices to avoid child
and forced labour.

B4.2 Description of steps taken to eliminate such practices when discovered.

P54, 63-64

P61

P61-62

P37-38.
40. 72

P76-77

P79

P43-46

P81

P81

P45-48

P40-42

P80

P80

P37. 72

P37

P37

Issue

(I49 ‘X3IH) Si03ed1pU]| JO XBpU|

Operating Practices

B5 Supply Chain
Management

B6 Product
Responsibility

B7 Anti-corruption

Community

B8 Community
Investment

Performance Indicator

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

B5.1 Number of suppliers by geographical region

B5.2 Description of practices relating to engaging suppliers, number of
suppliers where the practices are being implemented, and how they are
implemented and monitored.

B5.3 Description of practices used to identify environmental and social risks
along the supply chain, and how they are implemented and monitored.

B5.4 Description of practices used to promote environmentally preferable
products and services when selecting suppliers, and how they are
implemented and monitored.

General Disclosure: Information on the 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.

B6.1 Percentage of total products sold or shipped subject to recalls for safety
and health reasons.

B6.2 Number of products and service related complaints received and how
they are dealt with.

B6.3 Description of practices relating to observing and protecting intellectual
property rights.

B6.4 Description of quality assurance process and recall procedures.

B6.5 Description of consumer data protection and privacy policies, and how
they are implemented and monitored.

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

B7.1 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.

B7.2 Description of preventive measures and whistle-blowing procedures, and
how they are implemented and monitored.

B7.3 Description of anti-corruption training provided to directors and staff.

General Disclosure: 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.

B8.1 Focus areas of contribution (e.g. education, environmental concerns,
labour needs, health, culture, sport).

B8.2 Resources contributed (e.g. money or time) to the focus area.

Page

P34

P81

P34

P34

P34

P31-33. 73

P31, 83

P30. 32-
33, 83

P26
P28. 31

P53

P18

P18

P18-20

P19

P67-70

P67-70

P67-70
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Suggestions and Feedback

5 Dear readers,

Hello! Thank you for reading the 2024 Environmental, Social and Governance Report of China Traditional Chinese
Medicine Holdings Co. Limited. We highly value and look forward to hearing your suggestions and feedback
on this report, your comments and suggestions are an important basis for us to continue to promote ESG
management and practice. You may copy and fill in the form below and send feedback to us via email or fax. Your
valuable suggestions are very welcome and sincerely appreciated!

D) Multiple choice questions (please place "V " in relevant location)

1. Do you think this report reflects the significant economic, social and environmental impact of China TCM?

O Yes O General O No

2. Do you think the analysis of the stakeholders identified in this report and their relationship with China TCM is

accurate and comprehensive?

O Yes O General O No

3. Do you think the information disclosed in this report is comprehensive?

O Yes O General O No

4. Do you think the information disclosed in this report is readable?

O Yes O General O No

Open-ended questions

1. What other information do you think you are concerned about is not disclosed in this report?

2. What else do you think can be improved in this report?

Add.: Room 1601, Emperor Group Centre, 288 Hennessy Road, Wanchai, Hong Kong
Tel.: (852) 2854 3393
Fax: (852) 2544 1269

E-mail: ir@china-tcm.com.cn
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