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This report is the eighth environmental, social and governance report (the “Report”)
published by Sihuan Pharmaceutical Holdings Group Ltd. and its subsidiaries (collectively
referred to as “Sihuan Pharmaceutical”, the “Group” or “We"). It comprehensively
explains the practice performance of Sihuan Pharmaceutical in environmental, social and
governance matters in 2023.

The Report is an annual report. This annual report was approved by the board of
directors (the “Board”) on 28 March 2024.

The Report covers the achievements of the Group in the performance of environmental
and social responsibilities during the period from 1 January 2023 to 31 December 2023
(the “Year"). The Report covers the headquarters of Sihuan Pharmaceutical and its 11
affiliated production enterprises, 3 research and development (“R&D") institutes and 3
marketing centers'. The Report covers all business units where we had operational
control or which have significant impact on environmental, social and governance
aspects. The content of the Report also focuses on the major sustainable development
areas which have the most significant economic, environmental and social impacts, and
the areas where our stakeholders are most concerned about.

The Report was prepared strictly in accordance with the Environmental, Social and
Governance Reporting Guide (the “ESG Reporting Guide"”) under Appendix C2 to the
Main Board Listing Rules issued by The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

! Production enterprises: Beijing Sihuan Pharmaceutical Co., Ltd. (“Beijing Sihuan”), Benxi
Hengkang Pharmaceutical Co., Ltd. (“Benxi Hengkang”), Jilin Zhen’ao Pharmaceutical Co.,
Ltd. (“Jilin Zhen'ao"), Jilin Sichang Pharmaceutical Co., Ltd. (“Jilin Sichang”), Jilin Sihuan
Pharmaceutical Co., Ltd. (“Jilin Sihuan”), Jilin Jinsheng Pharmaceutical Co., Ltd. (“Jilin
Jinsheng”), Changchun Xiangtong Pharmaceutical Co., Ltd. (“Changchun Xiangtong”),
Jilin Sihuan Aokang Pharmaceutical Co., Ltd. (“Jisi Aokang”), Ambest Pharmaceutical Co.,
Ltd. (“Ambest Pharmaceutical”), Jilin Huikang Pharmaceutical Co., Ltd. (“Jilin Huikang”),
and Huisheng Biopharmaceutical Co., Ltd. (“Huisheng Biopharm”).

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

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

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

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

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

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

principles during the preparation process to ensure that the Report presents clear,
quantifiable and comparative information on the environmental, social and governance
issues of concern to stakeholders.
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Identifying current material issues through considering
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the Group’s development strategy, industry and business
conditions, and communicating with stakeholders.
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The Group has made quantitative disclosures on KPIs’
information of the Year, compared with the performance

of the last year, and provided textual explanations so that
stakeholders can clearly understand the overall performance
of the Group.
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The Report elaborates on the Group’s achievements and
challenges and discloses relevant quantitative information for
reasonable analysis and comparison.
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The Group has compared its current and previous KPIs and
information for different categories to enable stakeholders to
compare their performance on a year-on-year basis.
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Sihuan Pharmaceutical has always adhered to the corporate vision of “becoming a
competitive international pharmaceutical company”, driven by both aesthetic medicine
and biopharmaceuticals, and is committed to building China’s leading aesthetic
medicine and biopharmaceutical platform. While continuously consolidating its business
foundation, it also practices corporate social responsibility and protects human health.
In 2023, we won a number of awards in ESG management, innovative research and
development, etc. Examples are as follows:

E+=[ER#HE2023FE[ESG LB
2023 "ESG Pioneer” of the 13th Philanthropy Festival

B ETEE M IRAE [ &EESG]

The “Best ESG"” Award of the 7th China Excellence IR Awards

2023 B RNEREEFE

[FExARIFEEL]

“The Most Innovative Value Award of the Year” at the 6th Annual
Investor Meeting of Cailianshe in 2023
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The “Most Valuable Pharmaceutical and Medical Company Award”
at the 8th Zhitongcaijing Capital Market Annual Conference and
Listed Company Awards Ceremony
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Xuanzhu Biopharm was awarded “2023 China Biomedical Science
and Technology Innovation Value — TOP 10 Growing Innovative
Drug Companies in the Field of Small Molecules”
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The Group believes that good sustainable development management is of great
significance to ensuring the long-term stable development of the enterprise. We
attach great importance to sustainable development management, and we have
always been adhering to the corporate vision of “becoming a competitive international
pharmaceutical company” and the corporate mission of “innovation for human
health”, with an aim to organically integrate the concept of sustainable development
with corporate operation strategies. While continuously consolidating its own business
foundation, the Group also practices corporate social responsibility, continues to
promote sustainable development management, and contributes to the sustainable
development of the industry and society.

1. ESG Governance Concept

We continuously strengthen our ESG governance capabilities, fully examine our
own ESG development status, combine the expectations of stakeholders, and
continue to explore the Group’s sustainable development opportunities under
the guidance of the United Nations Sustainable Development Goals (“SDGs"),
and continue to improve ESG performance in a responsible manner. Based on
our business development, we sorted out and analyzed the degree of correlation
between the Group’s sustainable development and the SDGs from four dimensions
of “products, environment, community, and people”. We will integrate the SDGs
that are closely related to the Group’s sustainable development management
into the Group’s ESG operation management, and take targeted responsibility
measures to assume our own corporate responsibilities, thereby continuously
creating a trustworthy corporate image to practice sustainable development with
practical actions.
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Assuming responsibility Building trust

GOODHEALTH INDUSTRY, INNOVATION 1 RESPONSIBLE
CONSUMPTION
ANDPRODUCTION

GOOD HEALTH DECENT WORK AND 1 RESPONSIBLE 1 PEACE, JUSTICE
ANDSTRONG
INSTITUTIONS

/\/" ANDPRODUCTION -z—

AND WELL-BEING AND INFRASTRUCTURE AND WELL-BEING ECONOMIC GROWTH CONSUMPTION

GOODHEALTH QUALITY
AND WELL-BEING EDUCATION

]

1 RESPONSIBLE 13 CLIMATE NO
CONSUMPTION ACTION % o° POVERTY

AND PRODUCTION M i Ii\ w

Community
Responsible fields Responsible measures ESG management goals Responding to SDGs
o Continuously facilitating R&D and innovation ~ Continuously increase innovation and R&D investment, oo | g oy
. to promote inclusive health care provide quality and accessible products, strictly comply
Health Responsibility - . ' : ' . )
Adhering to Qualt »  Increasing investment in R&D, upgrading the  with quality control regulations and carry out quality
Assuran(?e 1013 d)z: product R&D system, promoting research in  control throughout the life cycle to ensure the safety of
key drug areas product use and create maximum value for customers.
Healthy Future

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

o Strengthening the management of three Strengthen work safety management, continuously
wastes to improve the energy and resource  optimize the environmental management system,

. I Green Responsibility use efficiency improve resource utilization efficiency, reduce pollution
Act with Responsibility ) o ) . . - . .
and Share the Future Keeping the Safety Mission Launching lean production projects to and emissions, and actively respond to the national
in Mind and Fuffiling Green explore the potential of carbon emission “carbon peak” and “carbon neutrality” goal to help
Commitments reduction combat global climate change.

¢ Establishing a complete safety management
system to protect employee health

Govemance Responsibilty o Establishing internal supervision mechanism  Further uphold integrity and enhance integrity

. ' . and integrity system management through measures such as internal
Laying a Solid Foundation LegIy systen iy 9 9 . I 16 s
for Responsibility and »  Continuously carrying out training on supervision mechanism and compliance training to wSTTUTORS
p J business ethics and anti-corruption ensure compliant operation. !i
Fostering a Culture I . ! ===
} s Providing a more effective mechanism for
of Integrity

stakeholder communication

8 ViR B8 2R 2 B A R A &) SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD
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Trusting with Heart and
Creating a Better Future

Empowering Talents
Stimulating the Vitality of
Talents and Sharing the
Development
Results

Progressing Together
and Achieving
Win-win Results
Working Together with
Responsibility to Create
Prosperity for the Industry

Caring for the Society
Devoting to Social Public
Welfare for a Happy Life

Focusing on employee development,
strengthening talent development and
training management

Protecting employees' rights and interests,
establishing a comprehensive compensation
and benefit system

Providing a more effective employee
communication channel and building an
equal and diverse working environment

Establishing a full life cycle management
system for suppliers and implementing
dlassification management

Enhancing communication with suppliers,
and continuously promoting the construction
of a sustainable supply chain

Continuing to support rural revitalization
Establishing the foundation for educational
development

Contributing to community development

Uphold the people-oriented concept, cultivate employees

through a perfect talent development system, and
strengthen management in terms of employee welfare,
employee health and safety, and employee rights and
interests to enhance employees' sense of belonging and
realize the common development of employees and the
enterprise.

Continuously strengthen supplier management, focus on
ESG risks in the supply chain, and work with suppliers to
build a green and sustainable business ecosystem.

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

GOOD HEALTH
AND WELL-BEING

DECENT WORK AND
ECONOMIC GROWTH

v |

4 QUALITY
EDUCATION

L]

1 O
POVERTY
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ESG Governance Structure

The Group continues to improve its ESG governance structure and operation mechanism. We established a three-tier ESG governance
structure with the Board as the highest decision-making level in accordance with the “ESG Management Measures of Sihuan
Pharmaceutical”, which clarifies various ESG work affairs and management responsibilities. The Board supervises ESG management
matters with the assistance of the Risk Management Committee. The Group’s ESG Working Team composed of various functional
departments is responsible for carrying out specific ESG work and reporting and providing feedback to the Risk Management Committee
on a regular basis. The specific roles and responsibilities of the ESG governance structure of the Group are as follows:

e Comprehensively oversee ESG matters of the Group
The Board o Assess ESG-related risks
e Review the ESG report
* Review ESG strategies, policies, guidelines and procedures
Risk Management Committee o Identify key ESG risks and assess material issues
o Assist the Board in supervising the implementation of ESG work

¢ Implement ESG policies and initiatives
e Arrange the work of ESG data collection and statistics

ESG Working Team *  Report the progress to the Risk Management Committee
regularly

Team Leader e Carry out ESG work, and hold meetings
¢ Evaluate the implementation of ESG work

EnteiRmes Audit Human
Value
Management Control Resources *  Strictly implement ESG-related management policies
Center Center Center o Support the work of collecting, counting, reporting and
archiving ESG data and materials

L. ¢ Implement the routine data collection mechanism
Departments and subsidiaries

of the Group

i % 5 8 A 'R A 7] SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.
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Board Statement

The Group attaches great importance to ESG management and integrates
the concept of sustainable development into the Group’s strategic decision-
making and daily operations. While continuously facilitating its own high-quality
development, the Group actively fulfills its social responsibilities, demonstrates
corporate responsibility, and contributes to the sustainable development of the
industry and society.

In order to implement ESG management, we continue to practice the concept
of ESG governance and comprehensively improve the efficiency of decision-
making, management and execution of ESG-related matters by establishing a
science-based and effective ESG governance framework. At the same time, we
continue to optimize the ESG management workflow, strengthen ESG normalized
management, continue to implement information and normalized data collection
mechanisms, and examine the accuracy of ESG-related information and data
reporting.

To ensure the disclosure quality of ESG data and information, we have established
an ESG performance appraisal mechanism. We also incorporate ESG management
into the annual appraisal of the person in charge, in a bid to supervise the
implementation of the ESG work. The ESG Working Team is responsible for
comprehensively assessing the accuracy, completeness and timeliness of the
information and materials submitted by each subsidiary, evaluates the relevant
work of the department and person in charge of providing data, and includes the
evaluation results into the quarterly and annual performance appraisal.

Looking ahead, we will accelerate the implementation of the strategy of
“medical aesthetics + innovative drugs” driven by innovation and R&D, with
an aim to realize the strategic goal of being a leading medical aesthetics and
biopharmaceutical company in China. Also, we will continue to fulfill our
corporate sustainable development responsibilities, focusing on the four areas
of “products, environment, community, and people”, and strive to meet the
expectations of all stakeholders through the implementation of comprehensive
sustainable development management measures, and work with all parties to
promote the sustainable development of society.
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1. Communication with Stakeholders

We maintain close communication with the government, investors, customers,

employees, suppliers and other stakeholders through diversified communication

channels to understand their issues of concern so as to improve Sihuan

Pharmaceutical’s sustainable development performance in a targeted manner,
respond to the expectations and demands of stakeholders, and work with all

FR BFEAHARER  EFHEE -

BN EE#E
Government/regulatory
departments

BRBREE

Shareholders/investors

BF /DB

Customers/distributors

BEARKEE

il

Legal and compliant operation
REEIRKF
Corporate governance level
S b T A
Supporting the local economy
KEXE
Operating performance
NEERE
Corporate transparency
I 58 BR
Anti-corruption
[ Fp & 3
Risk management
EYLrEE
Drug safety and quality
R E &

Service quality
HBEERE
Intellectual property protection
BREEH
Responsible marketing
PR REBMRE

Customer information and privacy protection

parties for common development and mutual benefit.

EBAREMR
Observing laws and regulations
EEHE
Information disclosure
BlERmER S
Creating job opportunities

=im A EE
Improving profitability
ARKRERE
General meeting
TENEBBER
Improving internal policies
Jnag = b g 2

Strengthening risk management and control

HEEH
Health promotion
BE R OFELE
Customer service center and hotline
BRI F R AN IR A
Addressing inquiries and complaints
ERERBRYA
Building a customer communication platform
E B = 5

Regular visits
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Occupational health and safety
TR M 2 AR PR
Protection of rights and interests
_ BTHYHE
WHET
Internal employees Staff training and education
8 TH MR A

Employee compensation and benefits

S1EHR
Win-win cooperation
BTEEER
Complying with business ethics
HEw S EBHY L
Suppliers/partners Safe and quality products
HERAHELEERE

Sustainable development management
of the supply chain

SR B B AT
Drug R&D and innovation
FTEE(REE
Combating against counterfeit medicines
TEHBE
Industry associations HBITRER
Promotion of industry development
MERAR
Community charity
BE KRR
HEAR Care for public health
Community and the public Ay k2

Promotion of local employment

BEZ2RE
Routine safety inspection
RERFEE
Establishing complaint channels
TR R Re sl
Providing skills training
BB THEED

Organizing employee care activities

FRIERAE
Project cooperation
HEB@EED
Daily communication and visits

T
On-site audit
ITEE e

Establishment of the responsible supply chain

BT P
T k=

\}}

Participation in industry meetings
FRETERIRE
Holding peer experience exchange meetings
HEMEIER A F
Cooperation of R&D projects
FR QS
Participation in charitable activities
i 5 AN
Health knowledge popularization
S EA [ $

Participation in community co-construction



REEIRRIESGHE S Zk - BB = With reference to the requirements of the ESG Reporting Guide, the Group

HEF2EAFEEEN ajrfE o aﬂfﬁm invited stakeholders to participate in the materiality assessment for the Year.
RIERESGHRENmBER - WAEARE The assessment results served as the basis for preparation of the ESG report and
ENCERREERBERSEEZ T were used as a reference in the Group’s enterprise risk management process
HER  UHERCASEEORRES - to continue to strengthen the Group’s sound operations. During the Year, we
AEE -HMBAATOELSRATE determined material issues through the following four steps:
ZEAR
ETEHENER F SEAEEERER TEEXEBY EEREATHERERR 2R FEFEUHR
01 Z &5 BHANER BRARFENEEMHEE -
01 Identification On the basis of industry benchmarking and by taking into account the Group’s business development strategy, industry

of issues

02 A F
02 Survey of
issues

3 ERHT
03 Prioritization
of issues

04 HREWE
04 Disclosure
of issues

development trends, regulatory and capital market requirements, and with reference to the identification results of
important issues of the previous year, the Group confirms the material issues database of the Year.

FEAINBFIR AT 2 EESHEH - TRASABINEIER  ARHReERRERE AHET TP
M?EEPE# ®
Internal and external stakeholders are invited to participate in a questionnaire survey to understand their key concerns.
These stakeholders include senior management, internal employees, customers and suppliers.

RBTENBFEEBATNERE M ERBOER T MEEEHZEETER ST

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

AEESREEBHEENAERIFETERZ REEZUHRETEER  BEARENREEEY - URBAF
EEZMEBEEE -

The senior management of the Group reviews the material issues and the prioritization. Based on the results of the
material issue evaluation, the highlights of the Report are determined and the material issue matrix for the Year is
compiled.
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LWTARZZS_=F52 4Tk The following are the materiality assessment results of 2023:
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HEBNE
Materiality to business

EEMREE FF5 ESGEE A

Importance No. ESG-related issues

i 2 K BT
R&D and innovation
ERRHAES
Product safety and quality
RS AR EE
Protection of intellectual property rights
V57K BRI B S AR AL
Wastewater treatment and legal discharge
BEEEYER
FEEERB Hazardous waste management
Very important issues BEEHRER
Compliance with labour laws and regulations
AT R i 5 R
Talents attraction and team building
KB IRE R B ER K B
Use of water resources and water-saving measures
HEmeER
Supplier management
REREE IR

Management of energy consumption
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Important issues

REZFHB

Less important issues

20

21

22

23

24

25

26

27

28

29

30

31

BREE
Clean production
BEPEELEHEEILIRE
Customer information security and privacy protection
BEERET D
Occupational health and safety
7 B £ 4 R
Compensation and benefits
f2 I8 B B P 2 i 3
Anti-corruption and internal control management
BEEEHE
Responsible marketing
EIERRE
Protection of employee rights and interests
BMERERTRIRE
Reasonable use of packaging materials and reduction of waste
BRREIEE &
Integrity training and publicity
ERE IR
Air pollutant management
BTHEIIEERES
Staff training and development opportunities
HRESEIRIE R4t & R e B 1
Environmental and social risk control of the supply chain
BPREmE
Quality of customer service
FSSER/N
Green office
BE R BB
Greenhouse gas (“GHG") emission
TEEhHh T B3
Promotion of local employment
Mitigation of and adaption to climate change
B A R
Care for community health
Zaft TSRS
Diversity and equal opportunities
HEB2HER ARG
Community involvement and charitable activities
REB YR

Protection of animal rights
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Compared with 2022, the Group’s internal and external stakeholders regarded
product safety and quality, hazardous waste management, protection of
intellectual property rights, wastewater treatment and legal discharge as important
issues for the Group’s sustainable development goals in 2023. More attention
was paid to R&D and innovation, talents attraction and team building, supplier
management, use of water resources and water-saving measures, management
of energy consumption, etc. The Group will elaborate on the core issues in the
following sections as a response to stakeholders’ concerns and expectations.

Building an ESG Future for the Industry Together

We actively participate in industry exhibitions and forum exchange activities, and
constantly share our own technology and management experience, in order to
continue to promote the industry’s ESG development process. During the Year,
we participated in the preparation of the “ESG Management Standards for
the Pharmaceutical Health Industry” led by the China Pharmaceutical Industry
Association. Based on our own ESG management experience, we provided a
number of constructive management opinions and improvement suggestions to
promote the sustainable development of the pharmaceutical industry.

(BERBFETRESGEIERE) P HEN

Certificate of Honor — Participating unit of the Preparation of

the "ESG Management Standards for the Pharmaceutical Health Industry”



EERT HERXK
ACT WITH RESPONSIBILITY AND
SHARE THE FUTURE

TIRBEEMREENT BRABECEER  AERTPBRTDHERMCENE - RMUARIFKGIES  ABAXENESRERR  REE
REFEEEERNERERS  BARRGE il HBHGERLR2ES BITARERRERAG  HEE(CEREEHEE

BT REOMEFE  SERE EENHERR -RERR BMABKKBEARCEET FERHASEENERERY HEZ A
HEBREE BHE  BHERIFHORK-

Sihuan Pharmaceutical has always acted responsibly, assumed the responsibilities of a pharmaceutical enterprise, and contributed its corporate
strength to the Healthy China initiative. We are driven by innovative mechanisms and provide patients with better quality and affordable
products and services through a comprehensive quality assurance system. We always keep the mission for environmental sustainability and safety
in mind, promote green and safe operations, and fulfill our commitment to sustainable development. We continue to optimize our compliance
management mechanism, adhere to the highest integrity standards, and create an honest and ethical business environment. Looking ahead, we
will always assume our corporate responsibilities, continue to provide high-quality products and services, and share a healthier, greener, more
honest and beautiful future with more people.

BiMmEE BENTE
Our concerns Our actions
REEE o 3FERABRENBEERERETRE OFERMAEXERA
BIRERRE o ERBAREINLT00+M
SIRREARR o HECREREHER)  RERFPHAEER
Health Responsibility o 3 products were selected into the ninth batch of national centralized drug procurement, 9 products were included in the National

Adhering to Quality Assurance Reimbursement Drug List
to Lead a Healthy Future o Atotal of 700+ authorized patents worldwide
e Formulating the “Responsible Marketing Policy” to protect the legitimate rights and interests of customers

BERHE o MWEEHSZES BREEHSOAEREXR
BRR2EN o HITERARARMAEBEEN(RERERRL2EREK)
BITBEER o 2FEFRFEISO 14001 IS0 45001 EEREE RN
Green Responsibility o Establishing an EHS committee and build a four-level EHS management system
Keeping the Safety Mission e Formulating the “Environmental and Occupational Health and Safety Management Policy” applicable to all operating bases of the
in Mind and Fulfilling Green Group
Commitments e 2 subsidiaries were audited under the dual system of ISO 14001 and ISO 45001
RERRE HEBARAMAEIAC(HEERTRAER)
FREARE TYRBSRH BRIEE TPRLRE ABINBR S NRERZHEBERSH
EEERER ERERERBMAB THME ZEENTE

Governance Responsibility
Laying a Solid Foundation for
Responsibility and Fostering a

Culture of Integrity

Formulating the Code of Business Conduct and Ethics applicable to all employees

Zero incidents involving corruption, discrimination or harassment, leakage of customer privacy, money laundering or insider trading,
conflicts of interest and other related violations

Compliance management requirements have been incorporated into employee salary assessment and performance evaluation

. SDGsEIE
©  Response to SDGs
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Sihuan Pharmaceutical has always taken protecting the health of patients as its own
responsibility. We have increased investment in research and development, actively
introduced research and development talents, and promoted the long-term development
of the Group through continuous technological innovation and product iteration. We
continued to optimize the quality control system to ensure that products meet the
highest standards and take practical actions to ensure patient medication safety. Also,
we have built a comprehensive customer service system, dedicated ourselves to providing
inclusive high-quality products and services, thereby assuming health responsibilities,
actively responding to the nation’s call to promote the construction of “Healthy China”,
and demonstrating our important role and value in promoting the development of
health initiatives.

1.

Facilitating Innovation and Promoting the Accessibility of
Pharmaceutical Products and Services

Innovation and R&D are the cornerstone of Sihuan Pharmaceutical’s core
competitiveness. Focusing on unmet medical needs, the Group firmly
implemented the two-wheel drive strategy of “innovative drugs + medical
aesthetics” and continued to improve its innovation and R&D mechanisms. Also,
through innovative mechanisms such as R&D process innovation, R&D platform
construction, and R&D talent training, the Group continued to launch innovative
drugs and accelerate the realization of its strategic goals as a leading medical
aesthetics and biopharmaceutical company in China.

Innovation and R&D

Sihuan Pharmaceutical adheres to its mission and has always firmly implemented
the two-wheel drive strategy of “innovative drugs + medical aesthetics”. We
continuously develop innovative drugs, and are committed to meeting the needs
of patients. Currently, we have two major innovative biopharmaceutical platforms
with independent research and development capabilities and a rich and high-
value innovative biopharmaceutical product pipeline — Xuanzhu Biopharm and
Huisheng Biopharm. In 2023, we accelerated our R&D progress in the innovative
drug segment, accelerated the implementation of R&D progress in high-quality
product pipelines in the fields of diabetes, cardiovascular and cerebrovascular,
and digestive systems, and accelerated our upgrade and development into
China’s leading biopharmaceutical company. As at the end of the reporting
period, the Group had a pipeline of over 40 medical aesthetics products and over
60 innovative biopharmaceutical products, as well as three core capabilities of
registration, production and sales:

3 Meiyan Space is a medical aesthetic platform incubated by the Group.
It is dedicated to building a leading company featuring full medical
aesthetics product matrix in China by leveraging the rigour and innovation
of pharmaceutical companies through globalized layout and localized
production, comprehensive and professional medical aesthetics product
matrix, strong product R&D and registration capabilities as well as
diversified marketing channels. During the Reporting Period, through its
3.0 marketing version of the business upgrading and development, Meiyan
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Space further consolidated the ability of being an internationalized medical
aesthetic platform integrating R&D, production and sales. At present,
Meiyan Space has more than 40 kinds of medical aesthetic products on the
market and in R&D, which basically completes the needs of the whole life
cycle of the beauty seekers. At the same time, Meiyan Space has already
completed two production bases in China, with a total area of 16,000
square meters. It has planned 7 production lines, which will be equipped
with an optimized quality management system and thus able to implement
effective risk management during the whole life cycle of products. In 2023,
Meiyan Space won the “2023 China Medical Aesthetic Industry Ranking
Award for Outstanding Enterprises”, and was honored with the 2023
(Industry) Influential Brand Award at the 12th CSF Finance Summit and
Sustainable Business Conference 2023;

Xuanzhu Biopharm is driven by significant unmet clinical needs and
focuses on major diseases such as digestion, tumor and non-alcoholic
steatohepatitis (“NASH"). It is committed to the continuous R&D,
production and commercialization of Class 1 innovative drugs with core
independent intellectual property rights to address unmet clinical treatment
needs. Xuanzhu Biopharm has R&D systems for both small-molecule and
macro-molecule, which drives the company’s innovation and development,
forming a product pipeline that covers small molecule, monoclonal
antibodies, bispecific antibodies, ADC and other types of products. In 2023,
Xuanzhu Biopharm expedited the R&D of many products. One of them
was Anaprazole Sodium Enteric-coated Tablets, China’s first independently
developed proton pump inhibitor (“PPI”) Class 1 innovative drug with
independent intellectual property rights, which obtained marketing
approval from the National Medical Products Administration (“NMPA");
its application for Birociclib Tablets, an independently developed Class 1
innovative drug, for the treatment of advanced breast cancer as a single
agent and combination therapy was also accepted by the NMPA. In 2023,
Xuanzhu Biopharm won multiple honors, including “Forbes China Unicorn
Enterprises” and “2023 China’s Top 50 Scientific and Technological
Innovation Leaders in the Pharmaceutical Industry”;

Huisheng Biopharm specialized in diabetes and its complications. It
has developed into a full-industry chain biopharmaceutical company
integrating R&D, production and sales. The pipeline includes nearly 40
products, covering second-generation insulin, third-generation insulin,
new generation insulin (covering basal insulin, premixed insulin, and
rapid-acting insulin), SGLT-2 inhibitors, GLP-1 receptor agonists, and
other latest mechanism products and commonly used glucose-lowering
and complication drugs. It is committed to providing full-scale, all-round
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integrated treatment solutions for diabetic patients. In 2023, Huisheng
Biopharm successfully further achieved the strategic goal of becoming
a biopharmaceutical leader in the field of diabetes and its complications
with a full product matrix coverage. A total of 7 drugs were successfully
approved for market launch, including Insulin Aspart Injection, Insulin
Aspart 30 Injection, and Insulin Aspart 50 Injection, Mecobalamin Tablets,
Mecobalamin Injection, Lipoic Acid Injection and Sitagliptin Tablets; a
total of 5 drugs, including Insulin Degludec and Insulin Aspart Injection,
were submitted for market launch; and the R&D of Insulin Degludec and
Liraglutide Injection and Semaglutide Injection were approved by the NMPA
for clinical studies.

The Group’s generic drug business continued to progress steadily. During the
Reporting Period, a total of 13 generic drugs were granted with registration
approvals by the NMPA, including Dopamine Hydrochloride Injection,
Azithromycin for Suspension, and Fluconazole and Sodium Chloride Injection.
In addition, a total of 5 APIs passed the technical evaluation by the Center of
Drug Evaluation (“CDE"), and the results of the joint review and approval with
the formulation were “A”, including Dabigatran Etexilate and other blockbuster
products.

With innovative technology as its core, the Group continues to provide high-
quality products, and actively facilitates products to be selected for national
centralized drug procurement, making every effort to reduce product prices
and improve product accessibility. In 2023, three products of the Group were
selected into the ninth batch of national centralized drug procurement, including
Azithromycin for Suspension (0.1g), Dopamine Hydrochloride Injection (5ml:
200mg), and Dopamine Hydrochloride Injection (2.5ml: 50mg and 5ml: 100mg),
which further improved the accessibility and affordability of drugs, thereby
bringing more benefits to patients. At the same time, the Group’s Anaprazole
Sodium Enteric-coated Tablets were included in the 2023 National Reimbursement
Drug List, and seven types of its non PVC solid-liquid double chamber bag
products and the midazolam oromucosal solution were also included in the
National Reimbursement Drug List.

Looking forward, we will adhere to the original intention as a pharmaceutical
company, adhere to the concept of innovation, and use independent technology
R&D and innovation as the driving force. We will delve into product development
with ingenuity and refine our product lines, with an aim to become an industry-
leading aesthetic medicine and biopharmaceutical company and contribute to
human health.
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Influenza viruses are prone to mutation, highly contagious, and generally susceptible to the population. In 2023, Beijing Sihuan developed
Favipiravir tablets, an anti-influenza virus drug, for the treatment of new or re-emerging influenza virus infections in adults. In April, it
received drug registration approval from the NMPA. The drug has a mechanism of action that is different from previous drugs. It can
selectively inhibit viral RNA polymerase and has broad-spectrum antiviral capabilities. The test results show that the drug is active against
influenza virus, Ebola virus, Bunya virus, yellow fever virus, etc., providing patients with more anti-influenza virus drug choices and further
benefiting patients.

[ B - 73 1N 52 T+ 81 3 87 32 82 00 - A
FEMEME TEaMH RIEMETS
FORFAMEEKES  MoEHELD
BEE KT HEBCHEANERE-
B RBRM R A AR RORE - &,
s EER MR T & I BIERE
BRETRIEENNEERE  ETM
BTEHEPMESRENRE R
EEPMEZUHENARIE -

& T ERIFT
AEEEGRESERFETEAIH - U
REELEBMEAE  XHRMARDK
RO I EMR R AER D I3 AR E
THERR RAREBERER EHEPE
RIEHORE  E—FRAERNATR
B BREZRE-AFE  RFH
RZEATEELER BNEEEE(L
TE2RETFREAERSE  LEB
MOBERE BRAEBHZSA
FARERMBRA - AW EDRE
TTRAMBCE  FBEANAKRTE £
REBEHWRFEET YRR 5
SRR AN ZS  BFIRE B R - WEE
MRSTRIESHNTE  BBBEE
B2 BEREEBRATZTHORAR:
AP T B BR A 4% TR B PR BT RO AR 5T
TEE—FTRAERLE  BEABE
PRI T WREARA -

At the same time, in order to continuously improve our innovation and R&D
capabilities, we continued to promote innovation in R&D process, strengthen the
construction of R&D platforms, enhance the strength of the R&D team, improve
R&D quality control, and strengthen the management of R&D and innovation
in multiple aspects. While pursuing technological breakthroughs and results of
innovation, we attach great importance to ethical standards in our R&D process.
We strictly abide by ethical standards and management regulations, implement
and comply with policies related to the protection of animal rights and interests,
and ensure the legitimacy and compliance of R&D activities.

Innovation in R&D Processes

The Group actively promotes innovation in product R&D processes to improve
overall product R&D efficiency and adopts minimum cost analysis method and
research results analysis method to evaluate work effectiveness and improve
economic indicators. While promoting cost reduction and efficiency improvement,
we will further improve the affordability of products and benefit more patients.
During the Year, we carried out multiple process optimization projects with the
aim of improving product yields by optimizing process parameters and reducing
direct material costs by reducing solvent usage and shortening production cycles.
We have improved the technology of lacosamide and developed a new synthesis
process to expand production capacity while reducing process material costs.
For nalmefene hydrochloride, we developed secondary technology to determine
the impact of process parameters in key steps. By accurately controlling the
parameters, we can significantly reduce the cost of nalmefene hydrochloride. We
conducted technical improvement research on naloxone hydrochloride, which
not only further improved product quality, but also significantly reduced material
costs.
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Building of R&D Platform

In order to accelerate the transition towards the innovative drug field, the
Group respectively established business platforms for Xuanzhu Biopharm and
Huisheng Biopharm, focusing on oncology, digestion, NASH and diabetes. We will
continue to promote the development of two innovative drug business platforms
of Xuanzhu Biopharm and Huisheng Biopharm, and introduced advanced
industrial technology and blockbuster products while ensuring innovation-driven
independent R&D, bringing more high-quality innovative products to patients.
Meanwhile, we facilitate the development of sci-tech enterprise, and constantly
enhance the scientific research management capability. In 2023, Beijing Ao He
Research Institute was included in the database to rate technology-based small
and medium-sized enterprises, and was given the title of “Innovative” small
and medium-sized enterprise of Beijing; Xuanzhu Biopharm won the title of
“2023 China’s Top 50 Scientific and Technological Innovation Leaders in the
Pharmaceutical Industry” and the “2023 China Bio-pharmaceutical Industry
Innovation Value List — TOP 10 Growing Innovative Drug Companies in the
Field of Small Molecules”; Sihuan Pharmaceutical and Xuanzhu Biopharm were
selected into the “2023 Top 100 Enterprises in Chemical R&D Strength in China”
of the 8th China Pharmaceutical R&D and Innovation Summit, further proving the
Group's scientific R&RD management strength.

R [BIRAE

“Innovative” Small and Medium-Sized Enterprise of Beifjing
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R&D Talent Cultivation

Sihuan Pharmaceutical continues to strengthen the construction of its R&D talent
team and continuously improves its R&D capabilities through the introduction and
training of R&D talents. We develop training matrices and training plans for R&D
personnel, and actively carry out various training sessions including registration
regulations, professionalism, use of R&D process equipment, R&D safety and
quality system management, covering Sihuan Pharmaceutical’s headquarters
and its subsidiaries. At the same time, we have appointed training management
leaders for each department, who are responsible for training notices, training
records, etc., to ensure that the training plan is implemented, and to assess the
training content to ensure the effectiveness of training. In addition, we actively
organize R&D personnel to participate in external training in R&D quality control
to learn the latest R&D-related knowledge in a timely manner, and continuously
improve their technical capabilities in R&D quality control. During the Year, the
preparation team of Jilin Sihuan’s small-volume injection workshop was awarded
the honorary title of “National Workers' Pioneer” and the EHS team of Huisheng
Biopharm was awarded the honorary title of “Provincial Workers’ Pioneer”.
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Jilin Sihuan was awarded the honorary title of “National Workers’ Pioneer”
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Huisheng Biopharm was awarded the honorary title of “Provincial Workers’ Pioneer”
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In May 2023, we carried out special training for employees on the interpretation of the
new version of the “GMP for Drugs”. Through the summary and analysis of abnormal
experimental events and the interpretation of the updated content of the new version
of the “GMP for Drugs”, R&D personnel and management department employees were
able to further understand the latest requirements of the new version of the “GMP for
Drugs” so as to better implement the GMP concept at work and improve work quality
and efficiency.

HEESEHE R&D Quality Control
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control of the R&D process.
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We continuously optimized the R&D
management system, revised and updated
the quality management system, and
oversaw the effective implementation of the
documentation of the quality management
system. We also improved the process of
quality risk management, reviewed and
approved quality risk assessment reports to
ensure that risks were effectively controlled.
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We kept qualification documents, verification
reports, experiment records, quality

standards and other documents, complied
with documentation management protocol,
and regularly reviewed the documentation
management of the quality system to ensure
the compliance of document drafting, review
and approval.

HEFIIERS
Special training

In 2023, the Group continued to promote the following R&D quality control tasks
to continuously optimize the R&D quality control system, ensure the compliance
and effectiveness of the R&D quality control system, and strengthen the quality
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We regularly carried out compliance
inspections of laboratory sites, promptly
rectified any non-compliance, and held regular
discussions on "Abnormal Experimental

Data Processing Events" to reduce the
occurrence of experimental abnormalities,
make experiments more accurate, compliant
and efficient, and ensure that all aspects of
the R&D process were scientific, rational and
authentic.
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We formulated training plans and training
matrices, and developed R&D quality
management-related training sessions
according to these plans, which covered
quality management of the drug R&D

process and new GMP guidelines, to enhance
employees' understanding of the latest laws
and regulations as well as the Group’s policies
and to consolidate our R&D process.
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Respect for R&D Ethics

The Group adheres to R&D ethics and strictly abides by national policies and
regulations such as the “Regulations on the Administration of Experimental
Animals”. We require subsidiaries involved in animal experiments to formulate
corresponding experimental animal management systems and operating
procedures, strengthen ethical supervision and inspection of daily research
and development projects, promptly rectify identified problems, and propose
ethical closure reviews for completed projects to ensure the compliance and
standardization of animal experiments. We advocate three basic principles of
animal experiments below:
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Protection of Intellectual Property

Innovation is the source of power for enterprise development, and the protection
of intellectual property is the basis for achieving innovative development. The
Group attaches great importance to the protection of intellectual property and
strictly abides by laws and regulations such as the “Patent Law of the People’s
Republic of China”, “Trademark Law of the People’s Republic of China” and
“Copyright Law of the People’s Republic of China”. The Group has formulated
and implemented internal systems such as the “Provisions on Intellectual Property
Rights Administration of Sihuan Pharmaceutical Holdings Group Ltd.”, “Patent
Affairs Management System of Sihuan Pharmaceutical Holdings Group Ltd.”
and “Confidential Information Management System of Sihuan Pharmaceutical
Holdings Group Ltd.”, to regulate the management of intellectual property such
as patents, trademarks, and copyrights, clarify the management responsibilities
of intellectual property department and each functional department, thereby
improving the effectiveness of intellectual property protection, and safeguarding
intellectual property from infringement.

In order to strengthen the management of intellectual property, we have
established an Intellectual Property Decision-making Committee, which serves as
the highest decision-making body for the Group’s intellectual property endeavors.
It is responsible for formulating the basic policies and strategic plans for the
Group’s intellectual property management work, and making decisions on matters
related to the use and protection of the Group’s major intellectual property. We
have implemented a centralized management system for intellectual property. The
Intellectual Property Department is responsible for the management, execution,
supervision and coordination of the Group’s intellectual property to ensure the
effective operation of the intellectual property management system.

While constantly improving the systems and management structures related to
intellectual property, we have also taken the following effective measures to
strengthen the daily supervision and management of intellectual property and
improve the level of intellectual property management:

o We have utilized the intellectual property information management
platform to upload the Group's patents, trademarks, copyrights and other
confidential documents to the Document Asset Security System (“DASS"),
and have classified the relevant files and their confidentiality level. We
implemented the management requirements for confidential document and
assets, as well as staff management requirements for positions, and strictly
required that top-secret documents such as technical briefing documents,
experimental materials, and proposed trademark registration applications
cannot be stored on personal computers.
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By focusing on the entire product life cycle and based on the characteristics
of innovative drugs, generic drugs and pharmaceutical fields, we have
carried out centralized management and strict review and approval of
patents, trademarks, domain names, as well as the publication of scientific
papers, copyright registration and other processes. We have also arranged
the intellectual property department to manage and review relevant
contracts and investment and merger matters and acquisition involving
intellectual property.

We conduct intellectual property background checks on all new employees
and sign relevant intellectual property documents with them, including
intellectual property clauses, non-compete restrictions and confidentiality
clauses in personnel contracts, to clarify the ownership of job results.
We sign severance agreements with resigned employees involving core
intellectual property to ensure that they comply with the non-compete
restrictions as stipulated in the labour contract and confidentiality
agreement.

Based on the intellectual property management tasks and characteristics
of different job categories and management levels, we have clarified the
needs for intellectual property training, formulated training plans, and
organized various types of intellectual property training to help employees
understand the latest intellectual property knowledge and strengthen their
awareness of intellectual property protection.
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In August 2023, the Intellectual Property Department of the Group invited external experts to conduct training on “The Drafting of Patent
Application Documents from the Perspective of Litigation and Rights Protection”, and put forward specific requirements for patent drafting
through actual cases, including the definition of patent protection scope, technical issues, and technical characteristics to further improve
the patent drafting skills of employees and provide strong support for the protection of intellectual property.
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By the end of 2023, the Group had submitted more than 1,300 patent
applications in total, of which over 580 were validly authorized and maintained
by China National Intellectual Property Administration and over 130 by other
countries or regions. We had also submitted more than 300 PCT international
applications and foreign applications. In terms of fast-consuming fields such
as medical aesthetics products and special medical food, more than 2,300
applications were filed for trademark registration, of which over 1,600 were
granted approval for registration, and 17 were granted copyrights.
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In addition, the outstanding practices of Sihuan Pharmaceutical in the field of
intellectual property protection have also been recognized. During the Year,
Beijing Sihuan was awarded the third prize of the Beijing Invention Patent Award
and the National Intellectual Property Demonstration Unit, and was listed in
the 2023 Beijing Top 100 Manufacturing Enterprises, Sophisticated Enterprises,
Specialized and New Enterprises; Beijing Ao He Research Institute won the title of
small and medium enterprise of “Expertise, Precision, Specialty, and Innovation”,
and entered the lists of “Beijing Intellectual Property Pilot Units” and “Beijing
Intellectual Property Advantageous Units”; Meiyan Space (Hebei) Biological
Technology Co., Ltd. was listed as the Overseas Intellectual Property Early-warning
Project of Shijiazhuang Enterprises (“PLLA").
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Beijing Ao He Research Institute won the title of small and medium enterprise of
“Expertise, Precision, Specialty, and Innovation”
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Beijing Ao He Research Institute entered the lists of “Bejjing Intellectual Property Pilot Units” and
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“Beijing Intellectual Property Advantageous Units”.

Strictly Control Quality and Observe the Lifeline of Quality
and Safety

Product quality is the lifeline of Sihuan Pharmaceutical’s development. The Group
integrates product quality control into every aspect of production and operation,
continues to improve the quality control system, strictly implements quality audits
and assessments, strengthens product pharmacovigilance management, ensures
product quality and safety, and is committed to providing customers with high-
quality, trustworthy products.

Production Quality Management

The Group constantly optimized the quality control system in strict accordance
with the “Drug Administration Law of the People’s Republic of China”, “Measures
for the Supervision over and Administration of Pharmaceutical Production”, “Good
Manufacturing Practices for Drugs” and other laws and regulations. We improve
product quality control levels through quality risk assessment, quality audit and
other management mechanisms to ensure the effective operation of the quality
control system.
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Quality system management

We updated our quality management documentation system in accordance with the latest laws and regulations to ensure that the
documentation system met the requirements of GMP and other relevant regulations and production processes. We also created a new
contract manufacturing documentation system for contract manufacturing. We improved our change management, deviation management
and other related tasks, clarifying the process of change planning as well as the grading of deviations. We enhanced the quality monitoring
of key control points during the entire manufacturing process, as well as the use of rewards and penalties for on-site and process monitoring.
Focusing on the quality control points of each position, we enhanced our daily GMP inspections and strictly implemented GMP normalization
and proactive management.
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Quality risk management

We established a quality risk management process, which consists of risk assessment, risk control, risk communication, risk review and other
procedures, and employed risk matrices, fishbone diagrams, Failure Mode and Effect Analysis (FMEA) and other tools to analyze and evaluate
risks. We also implemented hierarchical and classified management of risks, and developed corresponding risk management measures to
ensure that quality risks were effectively controlled.
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Quality audit

We regularly conducted regulatory compliance audits, which cover GMP compliance, pharmacovigilance system compliance and the regulatory
compliance of R&D and technology transfer and contract manufacturing. We organized company-level and department-level internal audits,
and accepted external audits, including on-site inspections of pharmaceutical GMP compliance, daily regulatory inspections, and on-site
inspections of contract manufacturing varieties. We also formulated rectification plans for existing problems, and regularly followed up their
rectification.
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Quality information collection

We kept abreast of the latest national laws and regulations, and assigned dedicated personnel to follow up on product quality feedback,

including the random inspections of marketed drugs, drug quality feedback and adverse reactions to marketed drugs.
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Quality training

We organized online and offline quality training sessions, which covered production and process control, the reuse of defective products and
materials, GMP theory and knowledge, material quality standards and pre-pilot production, to enhance employees’ professional skills and
business level. We also promoted learning and exchanges within the Company, created a conducive atmosphere for learning, strengthened
employees’ own competitive advantages, and improved their work efficiency and capabilities.
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In 2023, we invited external professionals to carry out product quality control training for
employees, covering verification management, interpretation of the latest regulations,
quality control, production management, pharmacovigilance, etc. The training has been
carried out more than 50 times in aggregate. Through multiple product quality-related
training sessions, employees in key departments of the Group have further understood
the latest management concepts and requirements of the industry, and have in turn
applied them in actual work scenarios, carried out daily work with higher standards, and
further strengthened the products quality control level of the Group.
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External professional training
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Clinical Trial Quality Control

To ensure the quality of clinical trials, we strictly abide by laws and regulations
such as Good Clinical Practice (“GCP") and consistency evaluation requirements.
We have formulated Standard Operating Procedures (“SOP") to standardize
the procedures and requirements of clinical trials to ensure that the quality
of clinical trial projects is effectively controlled. We have set up the Scientific
Research Management Center that provides clinical data support for product R&D
in accordance with the Group’s development strategy and business objectives.
The Center is also responsible for undertaking the commissioning of clinical trial
projects from each subsidiary and conducting the overall implementation and
management of clinical trials.

We carry out full-process management of the implementation of clinical trial
projects, strengthen the control of key quality stages of the project, and conduct
timely risk identification and risk assessment to effectively respond to risks that
arise during the project and ensure that the trial project can be carried out
smoothly. In the early stage of the project, we formulate a clinical trial schedule
and strictly review and confirm the relevant documents of the trial. During the
project, we require the Contract Research Organization (“CRO") to report the
project progress every week, monitor the project progress in real time, coordinate
and deal with risks and problems, and ensure the progress of the trial. We carry
out collaborative inspections at key stages to assess the capabilities of CRO
inspectors when necessary, so as to monitor project quality and processes, and
rectify discovered problems to ensure the quality of clinical trial projects.

Pharmacovigilance System

Sihuan Pharmaceutical strictly abides by relevant laws and regulations such as the
"Good Pharmacovigilance Practice” and “Pharmacovigilance Inspection Guiding
Principles”, and has established the Group’s pharmacovigilance department
and the pharmacovigilance department of each subsidiary. It adopts the quality
management system that is independently established by each subsidiary and
interactive working model for unified and centralized management of the Group.
According to management requirements, each subsidiary has independently set
up a pharmacovigilance department and assigned full-time personnel to carry
out pharmacovigilance work, including monitoring product safety information
through multiple channels, and promptly analyzing and evaluating safety signals;
the Group’s pharmacovigilance department designates dedicated personnel to
communicate with each subsidiary to assist in the collection of product safety
information, review pharmacovigilance safety reports, and regularly monitor
system assessment indicators to ensure the effective operation of Sihuan
Pharmaceutical’s pharmacovigilance work.
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In order to further improve the standard of the Group’s pharmacovigilance
work, we have refined the management responsibilities, work processes and
audit requirements of pharmacovigilance work, and continued to promote the
revision of the pharmacovigilance system file template. In 2023, the Group’s
pharmacovigilance department revised 15 pharmacovigilance system file
templates, of which 12 were issued and went into effect. Each subsidiary has
revised more than 100 system files based on the systems and template files issued
by the Group to further promote the standardization and unification of system
files.

In addition, we continue to promote the pharmacovigilance work and
continuously improve the Group’s pharmacovigilance management level by
monitoring product safety after launch, strengthening risk management, utilizing
digital pharmacovigilance systems, conducting internal pharmacovigilance audits,
and organizing pharmacovigilance training.

PRODUCT SAFETY MONITORING AND RISK MANAGEMENT

o FEETER ETEZ2HEINERER HEEQNT2ENE  BREMERK ML
o The Group has continuously carried out the product safety monitoring and risk management after launch and promoted product
safety evaluation, in order to minimize product risks;
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o The Group conducts signal detection on drug aggregation events on a daily basis to ensure that all drugs complete safety signal
detection and form a signal detection report, and regularly updates the safety report after the drug is commercialized.
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DIGITIZATION OF PHARMACOVIGILANCE SYSTEM
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The third-party pharmacovigilance system is used for the processing, storage, analysis and submission of the Group's and
its subsidiaries’ drug/adverse drug event reports. The system supplier is responsible for the update of the system version and
information storage and safety, and the Group’s pharmacovigilance department is responsible for the use, maintenance and
management of the system;
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The system complies with international standards, covers the entire process of pharmacovigilance work, embeds pharmacovigilance
work logic, establishes a complete product safety information database, and collects, stores, analyzes and uses information;
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In 2023, the Group communicated with the digital system supplier in a timely manner to confirm the compliance and continuity of
data and processes, and accelerated the launch of new business function modules.
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INTERNAL AUDIT OF PHARMACOVIGILANCE
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The Group has stablished an internal audit team composed of personnel with internal audit qualifications to carry out online
and offline internal audit of the pharmacovigilance system, which focused on inspecting the implementation of organizational
structures, personnel management, adverse event reports, safety incident handling, regular data analyses, risk assessment, etc.;
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The Group formulates detailed audit requirements and deadlines before the internal audit is carried out, and has established a
communication group to communicate and inspect issues in a timely manner during the audit process to improve audit efficiency.
After the audit, all subsidiaries rectify the problems found in the audit within a time limit as required, analyze and summarize the
problems found in the audit, and organize online communication and sharing to prevent recurrence of the same problems;
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In 2023, the audit results showed that the pharmacovigilance system of each subsidiary was improved and the work was carried
out in a standardized manner, representing a significant improvement compared with the previous year, and no major defects were
found.

o HEYEAMIE
828 pPHARMACOVIGILANCE TRAINING
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The Group has carried out pharmacovigilance training, including interpretation of pharmacovigilance regulations, and monitoring
technology training, to achieve full coverage of pharmacovigilance personnel, and organized pharmacovigilance personnel to
participate in external training conducted by drug regulatory authorities to ensure that relevant personnel understand the latest
regulatory requirements;
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In 2023, a total of 19 pharmacovigilance training and knowledge lectures were conducted for all employees, full-time
pharmacovigilance personnel, and marketing personnel of the Group to comprehensively advocate and implement legal and
regulatory requirements, analyze the pharmacovigilance job responsibilities of relevant personnel, and improve the professional
skills of pharmacovigilance personnel.
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In April 2023, we held a pharmacovigilance training and exchange meeting for full-
time pharmacovigilance personnel, covering pharmacovigilance management system,
training management system, pharmacovigilance system file management, etc. Through
the training and exchange meeting, the Group’s full-time pharmacovigilance personnel
further understood the relevant management mechanisms, inspection focus and
requirements of regulatory authorities, and improved their pharmacovigilance awareness
and work capabilities.

EMERTEEIRRGRS
Pharmacovigilance training and exchange meeting
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Adverse Reactions/Event Management Mechanism

The Group strictly abides by laws and regulations such as the “Good
Pharmacovigilance Practice” and “Provisions for Adverse Drug Reaction Reporting
and Monitoring” and has formulated management mechanisms such as
"Procedures for Handling Complaints about Adverse Drug Events and Medical
Information Consultation”, “Procedures for Collection and Handling of Adverse
Drug Events after Marketing”, “Procedures for Handling Adverse Events in Drug
Groups”, and “Post-marketing Adverse Drug Events Follow-up Procedures”,
to carry out the collection, investigation, analysis and evaluation of adverse
drug events, and assesses and controls possible risks in adverse events. We
have established a management mechanism for adverse reactions/events, and
through processes such as information collection and verification, assessment and
reporting, and risk control, we have strengthened the management of adverse
reactions/events and have implemented effective risk control measures.
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Collect information on
adverse reactions/events
through various channels
such as patients, users,
distributors, post-marketing
studies, literature, and
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Conduct a comprehensive
assessment of the adverse
event, including its knownness,
severity, and relevance, and
evaluate whether to submit
it to the drug regulatory
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When potential risks are
identified, risk assessment
and control measures are
carried out; if necessary,
a drug safety committee
meeting is convened to

Internet platforms Verify
and follow up on important
and incomplete information
and keep detailed records.

E 7 /2L 8 518 T2

RIMEHERRBEHOEEREN -
E—SREBERSAAELS A%
BHE(EREEEARERHEN(ER
TR EEAREHIRE) S ERHE -
AMERBEN TR LRIER
ZEEAR ARAMAMFEEELZS
PR RS - 5 B AR R

EEPERNBREY BERRERFE
TEERRHRE  BETFRBEAER
EnREZEREH  JwNFEESR
[ - ARy AT A R B E R B U A
VERBAOFENERLEBERITER
FEMEINZEDEEMPARENE K
o BFEIRRESE R RN ERRK
PERAOIRERF - ANFE - MEREEKR
EANERERL2MERR  TARELE
ABRRERBOEMF -

authorities; for fatal and mass examine and decide on the

adverse events, immediately measures to be taken.
initiate an investigation and

submit an investigation report.
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Adverse Reactions/Event Management Process

Product Risk Assessment and Control

In order to strengthen its emergency management capabilities for product
emergencies and further protect patients’ rights and medication safety, the Group
has formulated management mechanisms such as the “Drug Safety Committee
Management System” and “Drug Safety Evaluation and Risk Control Procedures”
to standardize the work process of product recalls. The Group has established
the Drug Safety Committee, which is responsible for analyzing and evaluating
important safety risk signals and formulating drug risk control strategies.

During the pharmacovigilance process, if a product is found to have unreasonable
risks or defects, the relevant subsidiaries will hold drug safety committee meetings
to discuss and evaluate product risks, formulate risk control measures based on
the evaluation results, recall the involved products if necessary, and supervise such
implementation. If the product falls into the recall scope specified by the drug
regulatory department, we will initiate the product recall process in accordance
with the requirements of the quality control system. During the Year, no major
safety risks of products were recorded, and no large-scale drug recalls occurred in
Sihuan Pharmaceutical.
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3.

Providing Considerate Service and High-quality Customer
Experience

Sihuan Pharmaceutical adopts a customer-oriented approach. We provide
customers with high-quality products and services, and maintain interconnection
with customers through multiple channels, actively respond to customer demands,
respect and protect the legitimate rights and interests of customers, so as to win
over customers’ recognition and trust.

Customer Service Quality Assurance

The Group has formulated and implemented internal systems such as the
"Management Regulations of User Complaints”
handling process to accept and handle complaints from written and oral

and established a complaint

information, telephone, telegram and other channels. After receiving and
recording complaint information, we follow the “Principle for Three and Seven
Days” to resolve general complaints within three days and handle complex issues
within seven days. If necessary, the supervisor or manager will directly contact
the person in charge of the department involved to improve the efficiency of
complaint handling. If such complaint is caused by a defect in the product
itself, we will conduct a production and quality investigation to ensure that the
complaint can be properly handled.

In addition, we strictly manage user complaint files and regularly evaluate and
optimize the complaint handling process. We also regularly carry out business
training and product knowledge training to enhance employees’ understanding
of products and services so that they can quickly respond to customers’ needs and
further improve service quality and customer satisfaction levels. During the Year,
the Group did not receive any major complaints from customers.

At the same time, during the stages of delivery, logistics and transportation,

BMBEEEEBEERRRE ﬁﬁ%ﬁé%% returns and exchanges, we have strictly implemented relevant management

AEPRESUMEENRS procedures to ensure that we always provide customers with efficient and
professional services.
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Before delivery, we communicate with customers in advance to understand their medications and actual

P WHRTE EEWREIHERRMAE - I KL

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

Insisting on Responsible Marketing

Sihuan Pharmaceutical strictly abides by relevant laws and regulations such as
the “Advertising Law of the People’s Republic of China”, “Standards for the
Examination and Publication of Drug Advertisements”, and “Provisions for the
Administration of Drug Instructions and Labels”, and has formulated management
mechanisms such as the “Responsible Marketing Policy of Sihuan Pharmaceutical
Holdings Group Ltd.” to further standardize marketing behavior. We insist on

conducting marketing activities in an ethical, scientific and objective manner, and
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do not allow any false statements to ensure the safety of consumers’ medication.
During the Year, the Group had no violations related to advertising and labeling.

We require medical representatives to provide accurate drug information and
professional knowledge training and support when conducting promotional
activities to medical and health professionals. They must not conceal information
about known adverse reactions of drugs and are strictly prohibited to carry out
promotion activities aimed at medical and health professionals with the purpose
of misleading them into prescribing or recommending medicines to patients and
consumers. We continue to regulate the marketing and promotion behavior and
promote the healthy development of the pharmaceutical industry.
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In order to protect the health and safety of our customers, we strictly control the
advertising copywriting and publishing process in accordance with the “Social
Media Promotion Standards” to ensure that promotional content is authentic and
compliant. We objectively introduce the characteristics, indications and safety of
drugs, and constantly update drug promotion information. For the promotion
of prescription and over-the-counter medicines, we add necessary prompts and
specific signage to help customers choose the appropriate medicine. Before the
release of drug advertisements, we will strengthen content review to ensure
that the advertising content is consistent with the content approved by the
drug regulatory authorities. In addition, in order to prevent fraud, counterfeiting
and other derogatory behaviors, we have signed the “Distributor Compliance
Undertaking Letter” with drug distributors who comply with national and
pharmaceutical laws and regulations to regulate the behavior of distributors at all
levels and ensure the compliance of marketing activities.

Information Security and Protection

The Group strictly abides by the “Cybersecurity Law of the People’s Republic of
China” and other relevant laws and regulations, and has improved and optimized
internal systems such as the “Information Management System of Sihuan
Pharmaceutical Holdings Group” to refine the information system permission
management process. We have supplemented and revised the business application
system evaluation mechanism based on the progress of the informatization
project to effectively ensure the actual application effect and both input and
output of the project. The Group has always been implementing information
security and protection requirements to standardize internal information security
management. In addition, we have set up and improved a clear information
security management structure, with the executive president as the leader of the
information security decision-making group to make decisions on macro issues of
information security; the head of the digital operation center of the Group serves
as the leader to lead the information security management team to carry out daily
information security work.

In addition to establishing a complete information security management system,
we ensure information security in all aspects through data backup, hierarchical
management of account permissions, and document encryption. We require
all employees and cooperating third parties to protect business operation
information, including electronic information, hard copy information, oral
information, and require them to promptly report known or suspected violations
of the Company’s information protection policy to the Digital Operations Center
so that we can handle such information security incidents promptly. Meanwhile,
we continue to promote independent innovation in information security
management, safeguard information security in all aspects by strengthening
the Group’s digital management, and protect our legitimate rights and interests
by applying for computer software copyrights. During the Year, Beijing Sihuan
obtained a number of registration certificates of computer software copyrights
issued by the National Copyright Administration of the PRC, including the “Flow
Management System V1.0", which fully demonstrated the Group’s innovative
capability in information security management.
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Beijing Sihuan obtained a number of "registration certificates of computer software copyrights"
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In order to protect the legitimate rights and interests of the Group and
prevent the leakage or infringement of business secrets, we have formulated
the “Confidential Information Management Procedures” to standardize the
confidential information management process, clarify management requirements
for the scope of confidential information, classification of confidentiality levels,
confidential personnel, confidential areas and confidential equipment. At the same
time, we have established a special organizational structure for confidentiality
management. The Group’s special working group on confidentiality management
coordinates the revision and improvement of the confidentiality management
system and is responsible for the identification, change and release of the
scope of confidentiality. The Group's special confidentiality management office
is responsible for the daily work of confidentiality management and regularly
supervises and inspects the implementation of procedures. Furthermore, we have
incorporated confidentiality management work into the assessment management
system, and clearly require employees in the “Employee Code of Conduct”
to assume confidentiality responsibilities for the Group’s confidential and key
business information, and employees are not allowed to disclose any information
about the Group’s business and marketing to external parties. Once information
leakage is discovered, the relevant responsible persons will be held accountable.

In order to strengthen employees’ information security awareness, we regularly
carry out information security training and provide document asset security system
training for new employees to enhance employees’ attention to information
security protection and cultivate good information security habits. In addition,
in order to meet the project needs of document asset management, we have
organized publicity training on document collection standards and training on
the use of the document asset management platform, so that employees can
strengthen the protection of document assets in their daily work.

XIEEEEE T A EAEI

Document asset management platform usage training
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Sihuan Pharmaceutical actively assumes the responsibility of protecting the environment
and protecting the health and safety of employees. We strictly abide by laws,
regulations and related requirements related to environment, health and safety, and
establish, maintain and continuously improve the environment, health and safety
("EHS") management mechanisms. We have implemented EHS management measures
that focus on prevention, and continued to improve EHS management standards to
comprehensively protect the health and safety of employees and continuously promote
the construction of a safe and environmentally friendly green enterprise so as to fulfill
our commitment to sustainable development.

1. Improving EHS Management Mechanism

The Group strictly abides by the laws and regulations of the places where it
operates, such as the “Environmental Protection Law of the People’s Republic
of China”, the "Work Safety Law of the People’s Republic of China”, the “Fire
Protection Law of the People’s Republic of China”, the “Law of the People’s
Republic of China on Prevention and Control of Occupational Diseases”, and the
“Provisions on the Administration of Occupational Health at Workplaces”. During
the Year, the Group has formulated the “Environmental and Occupational Health
and Safety Management Policy of Sihuan Pharmaceutical Holding Group Ltd.”
that applies to all operating bases, and has revised a total of 10 internal systems
including the “EHS Accident Management Procedures”, “Accident Emergency
Management Procedures”, “Hazardous Chemicals Safety Management
Procedures” and “EHS Education and Training Management Procedures”, thereby
continuously strengthening the Group’s EHS risk management and control
capabilities and improving the establishment of the Group’s EHS management
system. At the same time, the Group has formulated clear and precise EHS
management policies, which have been integrated into its daily management and
operating activities to carry out EHS management in an orderly manner.
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EHS Management Structure

In order to implement various EHS management requirements, the Group has
established an EHS committee based on EHS governance policies and targets,
which is responsible for supervising and guiding safety production work,
reviewing safety production plans and goals, promoting the construction of safety
production management system, providing environmental/occupational health
and safety guidance to employees, etc., to ensure the orderly development of EHS
management work.

The governance structure and management responsibilities of each level of the
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President of the Group
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EHS committee are as follows:

BESERSEABERRR TREREKEZ
Responsible for overall strategic arrangement of EHS work
HERRFRBERRT D SHEMBAR

Major EHS decision making
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The director of the Center is the person in charge of the Group’s EHS work
PEEBEEEPLEHSHMAZ FRARNBRERBERELXE2TIFETSHSE KBS REY
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The EHS department of the Center coordinates, guides, inspects and provides supports for the
EHS work of each subsidiary
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General manager of subsidiaries is the prime executive responsible for the execution

of subsidiaries and has the power to make decisions on matters related to subsidiaries’
environmental and occupational health and safety management systems
BEFARMNBERE 22 B REEEIE TS FARNEHSEERZR
Responsible for the management of occupational health, safety, fire prevention and
environmental protection of the subsidiaries, and improve the EHS management system of the
subsidiaries
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Responsible for resolution and implementation of EHS goals of subsidiaries and the formulation
and implementation of measures and plans
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Identify, evaluate and control environmental factors/hazard sources
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Organize EHS training for subsidiaries

EHS Z B 28458 1%
Organizational Structure of the EHS Committee



EHS EX FZEBI AN Z R EHS Management Goals and Performance Appraisal

TEBADEEEERERZ  BRIR The Group has fully combined important environmental factors, hazards and
ERBBEERERER B Bl relevant legal and regulatory requirements to establish, implement and regularly
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controlled the implementation of EHS management.
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Regular and effective rectification of issues identified in the EHS audits of the Group
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No work-related fatal accidents
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No work-related serious injury accidents
TEEBERBREEBREANT 2 EN

No safety accidents causing serious economic losses
TEERYPEEN

No food poisoning incidents
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No leakage accidents
NEERFFREN

No environment pollution incidents
TEEERBRELBRENRRER

No environmental accidents causing serious economic losses

BB

No occupational disease

TEAERRNRBFREXDIBERERED EEEERBENTRES

No administrative penalties for occupational health-related suspension and rectification due to the
Company’s own reasons

EREERERAERERARKFEMH

No negative reports and public complaints related to occupational health

update the “Monitoring and Measurement Control Procedures for Environment,
Occupational Health and Safety” and set measurable and evaluable EHS goals.
The Group also integrated measures to achieve EHS management objectives
into its business processes and continued to improve EHS performance. At the
RRERHIE) same time, in accordance with the “EHS Information Exchange Management
Regulations”, we have standardized the reporting, consultation, communication
and other processes of the Group’s EHS information. We have also implemented
dynamic monthly EHS information management for each subsidiary, and strictly
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During the Year, we prepared the “Letters of Responsibility for EHS Management
Goals in 2023", setting EHS goals that each subsidiary needs to achieve, and has
improved specific assessment rules and management improvement requirements.
We also conducted an overall assessment and evaluation based on the
achievement of the annual goals of each subsidiary, and compiled the “Summary
of the Achievement of EHS Management Goals and Assessment for 2023" to
further clarify the direction of EHS management and improve the effectiveness of
EHS management. In addition, the Group continued to implement responsibility
management and follow the “EHS Reward and Punishment Management
Protocol of the Group” to link the EHS performance with the general manager’s
compensation of each subsidiary. We reward and penalize the relevant personnel
according to the achievement of EHS targets of our subsidiaries, so that
rewards and penalties are clearly defined to fully mobilize the enthusiasm of our
subsidiaries, and to promote the benign cycle and steady development of EHS
management.

As of 31 December 2023, the EHS goals of the Group’s subsidiaries for the Year
were fulfilled well, and no EHS-related accidents occurred.

EHS System Building and Certification

Based on the relevant standards of ISO 14001 Environmental Management System
and 1SO 45001 Occupational Health and Safety Management System and the
actual operation situation of the Group, the Group formulated and implemented
the “Environmental and Occupational Health and Safety Management Manual”
to supervise, evaluate and guide the EHS management of each subsidiary, thereby
continuously promoting the construction of the EHS management system. In the
daily operation of the system, we summarize the excellent EHS management cases
and special management improvement plans of our subsidiaries, and promote
and learn within the Group to continuously improve the EHS management level.
Also, we actively assist each subsidiary in ISO system certification and ensure that
certified companies continue to meet the requirements of certification. Currently,
Jilin Jinsheng and Jilin Sichang have completed supervision audits of both 1SO
14001 and ISO 45001 system.

EMEIISO 8 R B EEE

SO system certification certificate of Jilin Jinsheng



Ilt?\\'ﬁzﬁmiﬁ?ﬁiﬁx?“ﬂﬂ’]?z’i
SESELBR ZEILKRFEHSER
*ﬁfﬁmmlf’ﬁ BIE-—ZT_=F+=AH
=+—HB - JERMUE - EMRME- 5L
R EMERA  EMRR - HMEE
REMB BHHRRYEESZE24EE
FEREI= &ﬁé%ﬁ'}é'ﬁ)ﬁ\ﬂﬁﬂi%ﬁ
—EFERBEELEZCIRRE I
RUBRR_T_=FE% *ﬁt@iﬂ/ﬁ
BAEBEBEZMEL  AMRERN -Z
ZEFEANBE22FEEMERED
E

EHS /3] B2 by 80 52 12 #1
AEEREBRREARLMBEIZEES
HREHEENREREEHESERINE)
RARBERBEHEBREIE)FEE
ER - WAKIRISOEE R E sk E v (EHS A
B RO B 12 B F2 e ) (B R 9 it - BB
FEESIRE)ENEHE - EBHATE
HEEE ﬁiﬁ&ﬂPEHSﬁF%E’]}—Wﬂﬁ'%
3730 5 R B R I HE b 0 FE AR B BT ek
}E@#ﬁéﬁf‘EMIﬁﬁtﬁﬁf,ﬁﬂEHs
[E b 5T - R AE LA R b E R
HITERBHEETE - B HAEH
EHSE R B M T EMARE £ RRE
FoBIEBRMITER S MESEE
S4B b JR T EHS B FE B K F o

FHPIRISO f8 R iR igiE &

I1SO system certification certificate of Jilin Sichang

In addition, we continue to promote the safety production standardization system,
green factory and other EHS system-related certifications of each subsidiary. As
of 31 December 2023, Beijing Sihuan, Jilin Sihuan, Ambest Pharmaceutical, Jilin
Jinsheng, Jilin Zhen'ao, lilin Sichang, Changchun Xiangtong, and Jisi Aokang
have obtained the level Il certificate of production safety standardization; Benxi
Hengkang obtained Green Factory Certification of Liaoning Province in 2023;
Beijing Sihuan was the first batch of units to pass the clean production audit
and assessment in 2023; Jilin Huikang was selected into the list of “2022 Health
Enterprises in Jilin Province” in 2023.

EHS Risk Prevention and Control

The Group strictly complies with relevant laws and regulations such as the
“Emergency Response Law of the People’s Republic of China”, “Measures for
the Environmental Emergency Response Management” and “Measures for
Information Report of Environmental Emergencies” and has established certain
internal systems such as the “EHS Risk and Opportunity Control Procedures” and
“Hazard Sources Identification and Risk Assessment and Control Procedures”
in accordance with ISO system requirements to proactively identify EHS-related
risk sources in the production and operation process, establish and improve
risk control measures, and actively conduct preliminary EHS risk assessment of
new, renovation and expansion projects with significant changes. Therefore,
potential risk factors can be identified in a timely manner and can be effectively
prevented and managed. Currently, we have integrated EHS risk management
and assessment into all business processes, formulated effective action plans and
priorities, and continuously improved the level of EHS risk response.
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In 2023, we revised the “EHS Risk Level Assessment Standard of Sihuan Group” to
rate the EHS risks of each subsidiary, thereby determining the corporate risk level.
We have also formulated an EHS risk ledger to strictly standardize and control EHS
risk management work. At the same time, we encourage employees to report
any EHS-related non-compliance, unsafe behavior, safety hazards or other safety
incidents, and have conducted corresponding investigations in accordance with
the EHS incident report investigation and management measures to determine
response measures and responsibilities and ensure the smooth operation of EHS
management work.

EHS Audit

The Group has formulated an annual EHS audit plan and audit implementation
program, and has conducted EHS audits in the form of internal cross-examinations
to promote mutual learning and exchanges among subsidiaries, and to learn from
each other’s strengths and make progress together, thereby improving the overall
EHS management level in a more effective manner. During the Year, we carried
out annual EHS audits in accordance with the “EHS Audit Management Protocol”
on seven subsidiaries, including Ambest Pharmaceutical, Benxi Hengkeng, Jisi
Aokang, Jilin Jinsheng, Changchun Xiangtong, Beijing Ao He Research Institute,
and Jilin Sihuan. The scope of the audit included system management, system
files, operation records, on-site implementation related to safety, fire protection,
environmental protection, and occupational health, covering all areas of each
subsidiary. The Group will carry out EHS audit work to assist each subsidiaries
in discovering defects and shortcomings in actual management, formulate
corresponding rectification plans, conduct regular follow-up and verification
on the rectification status, and guide each subsidiaries in an orderly manner to
improve EHS management.

EHS Publicity and Training

In accordance with the requirements of national EHS regulations and in
combination with the management status of each subsidiary, the Group revised
the “EHS Education and Training Management Regulations” during the Year.
Through special training, excellent case sharing, theme exchange activities and
other forms of activities, we have carried out education and training related to
the environment, health and safety system to enhance the EHS awareness and
business skills of all employees, establish correct EHS management concepts, and
prevent the occurrence of EHS accidents, thereby improving the Company’s overall
EHS management level and ensuring the effective operation of the Company’s
EHS management system.
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During the Year, we actively carried out a number of safety publicity and training
education activities, developed a series of training courses, and promoted
excellent EHS management practice cases within the group such as “Emergency
Management System Construction”, “EHS Regulations Interpretation and
Case Sharing”, "Excellent EHS Practice Case Summary”, “Behavioral Safety
Management”. We required all subsidiaries to conduct benchmarking and
rectification and continuously improve safety management. At the same time, we
adhere to the concept of “sharing experience and promoting together” to give
full play to the collective advantages of group enterprises, and have coordinated
and carried out EHS technical themed exchange activities such as “Identification
and Control of Hazard Sources” and “Standardized Management of EHS System
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On 16 August 2023, Huisheng Biopharm carried out fire safety knowledge promotion
to all employees of the Company, and guided workers in each position to learn how to
use fire protection equipment. It provided basic guidance to relevant personnel on the
fire emergency response process, explained the implementation details in detail, and
communicated on the key points and difficulties of each part of the work, pointing out
the direction for further strengthening the fire protection work.

Operation Records” to encourage and promote mutual exchanges and learning
between enterprises and comprehensively improve the Group’s EHS management

B ENERZ 2 H
Huisheng Biopharm special safety training
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In October 2023, Jilin Huikang organized a special training activity on EHS knowledge.
The training provided in-depth explanations on the main scope, importance, safety
precautions, basic occupational health knowledge, environmental protection knowledge
and other aspects of EHS management to ensure that employees master EHS knowledge
and improve EHS professional standards. The passing rate of the training assessment was
100%.
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Jilin Huikang EHS knowledge special training

Work Safety Management

Sihuan Pharmaceutical always attaches great importance to the health and
safety of its employees and strictly implements the safety production policy of
“safety first with prevention and comprehensive treatment”. It has formulated
corresponding safety management systems for multiple work scenarios, actively
carried out various safety publicity and education activities, implemented safety
production management through the following management measures, and is
committed to creating a safe and secure working environment for employees.
During the past three years, there were no work-related fatalities of the Group;
during the Reporting Period, the Group’s work-related injuries amounted to zero.
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Revising the safety management regulations: During the Year,
we revised relevant safety management systems such as the “Safety
Management Regulations for Confined Space Operations” and “Safety
Management Regulations for Operations at Heights”, continued to
improve safety prevention and management during the production and
operation process, and did well in record retention and approval, as well
as implemented the main responsibilities of safety production. At the same
time, we required all employees to sign a safety production responsibility
letter to ensure the implementation of safety production responsibilities for
all positions;

Investigating potential safety hazards: Each subsidiary regularly
organizes its employees to carry out safety inspections in the park, covering
dangerous goods warehouses, laboratories, power distribution rooms, etc.,
so as to identify potential safety hazards in a timely manner, and supervise
and track rectifications to form a closed-loop management. Furthermore,
each subsidiary works with third-party fire protection company to regularly
check the operation status of fire protection facilities in the plant area,
carry out fire protection facilities detection and electrical fire protection
detection, and timely rectify the hidden dangers found to prevent safety
accidents;
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Conducting safety publicity campaign: We actively carried out safety
publicity and training activities. Through various forms of publicity, such as
training lectures, experience exchange activities, safety production months,
etc., we promoted and interpreted management systems and excellent
practical cases within the Group, continued to strengthen communication
and exchanges among subsidiaries, and enhanced overall safety production
awareness. At the same time, we strictly abided by and continued to
advocate and implement relevant laws and regulations in the places where
we operate, continued to cultivate employees’ safety awareness, and
improved emergency response capabilities;

Enhancing emergency response capability: During the Year, we
revised internal systems such as the “Accident Emergency Management
Procedures”, established an accident emergency organizational structure,
and regularly verified the effectiveness and integrity of important accident
emergency supplies and equipment to improve our ability to respond to
various emergencies, so as to minimize losses caused by accidents. At the
same time, we have actively organized a number of emergency drills in
each of our subsidiaries on a regular basis to simulate complex emergency
response and emergency rescue work in different special scenarios, which
comprehensively covered various risks in operations, thereby continuously
improving employees’ safety awareness and risk response capabilities.

EMEB THAERE

BEIM BRI &R -

On 19 June 2023, Shandong Xuanzhu organized a hazardous waste leakage emergency
drill and employee evacuation drills with an aim to ensure that employees know the
correct way to deal with hazardous waste leakage incidents, and to guide employees to
use the correct way to evacuate, so as to reduce losses caused by sudden accidents and
improve employees’ self-protection capabilities.

HLRETEEE
Shandong Xuanzhu fire drill
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Beijing Sihuan - Emergency drill for environmental emergencies in
hazardous waste repository
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On 21 June 2023, by simulating the emergency response and rescue of a waste liquid
leakage and fire, Beijing Sihuan further clarified the activation procedures of the
emergency plan and effectively improved the safety awareness and emergency response
capabilities of the emergency leadership team and security personnel.

Jb YR FE 2R AR
Beijing Sihuan emergency drill
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Jilin Sihuan - Comprehensive emergency drill for production safety
accidents
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On 28 July 2023, Jilin Sihuan organized a comprehensive emergency drill for production
safety accidents. The drill effectively trained the organizational, command and emergency
response capabilities of the emergency leadership team, and made timely improvement
on the deficiencies to improve and enhance the feasibility of the emergency plan.

HARPLIR FE SORAR

Jilin Sihuan emergency drill
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Beijing Sihuan organized its employees to participate in the 2022 and 2023 “Ankang
Cup” Safety Knowledge Competition organized by the Beijing Tongzhou District
Federation of Trade Unions. The competition included written tests on theoretical
knowledge, theoretical knowledge competitions, and practical competitions. Based on
the excellent performance of Beijing Sihuan employees, Beijing Sihuan won the first prize
in the 2022 “Ankang Cup” Safety Knowledge Competition and the third prize in the
2023 “Ankang Cup” Safety Knowledge Competition during the Year.
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Third Prize in the 2023 “Ankang Cup” Safety
Knowledge Competition

Environmental Management

Sihuan Pharmaceutica strictly abides by the “Environmental Protection Law of the
People’s Republic of China”, “Atmospheric Pollution Prevention and Control Law
of the People’s Republic of China”, “Water Pollution Prevention and Control Law
of the People’s Republic of China” and “Law of the People’s Republic of China on
the Prevention and Control of Environment Pollution Caused by Solid Wastes”,
and other laws and regulations related to environmental protection. We continued
to reduce the impact of our production operations on the environment through
various green and environmental management practices. At the same time, we
continued to pay more attention to biodiversity protection. During the Year,
we have formulated the “Biodiversity Policy of Sihuan Pharmaceutical Holding
Group Ltd.” and the “Anti-deforestation Policy of Sihuan Pharmaceutical Holding
Group Ltd.” to integrate the concept of green environmental protection into the
entire production and operation process, continue to promote the construction
of an environmentally friendly enterprise, and assist in green and sustainable
development.

In 2023, we adopted diversified management measures to continuously
monitor pollutant emissions, promote lean production projects, and carry out
energy conservation and emission reduction work in an orderly manner. In
addition, we actively responded to the national dual carbon goals, continued to
strengthen environmental protection publicity, lead by example, and set scientific
environmental management goals. We have practiced a green, environmentally
friendly and economical office and production operation model, encouraged
internal and external stakeholders to participate in environmental protection work,
and work together to promote green, low-carbon and sustainable development.
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EEER:

Production exhaust gas:

Emissions Management

The Group strictly abides by the “Water Pollution Prevention and Control Law of
the People’s Republic of China”, “Comprehensive Sewage Emission Standards”,
“Comprehensive Air Pollutant Emission Standards”, “Boiler Air Pollutant Emission
Standards” and other laws, regulations and management standards related
to emission management in each operating location. It has the “Wastewater,
Exhaust Gas and Noise Management Protocol” and other internal systems to
provide guidelines for all departments and subsidiaries to standardize emission
and regularly verified the discharge process and relevant indicators, to ensure
the discharge of three wastes is compliant and improve emissions management
standards. We are committed to reducing the discharge of three wastes generated
during production and operations, and continued to increase investment in
environmental protection. By optimizing treatment processes, installing online
monitoring systems, and regularly conducting third-party testing, we ensured
that wastewater, exhaust gas, and waste are discharged in compliance with
regulations, and continued improve the level of waste resource utilization to
effectively reduce the impact on the environment. At the same time, we actively
applied for and renewed emission permits, conducted regular environmental
impact assessments, and prevented and controlled environmental pollution.
During the Year, all subsidiaries of the Group obtained pollution discharge permits
and carried out regular pollutant discharge testing, the discharge data were all in
compliance with regulations.

The main types of exhaust gases, wastewater and waste generated during the
Group's production and operation and their management are as follows:

. TE2RFERMEFERAREYER BREBESBIETELENEREAEM(VOC)SF

o Mainly from the boiler, as well as the volatile organic compounds (“VOCs") generated in the process of drug quality inspection

and package inkjet printing;

. BPMEARENEREERENEETE  FHRANYEZRE=FETERIERRN - RISEEFERA RN -
o We adopt standardized handling process and treatment technology of exhaust gas and regularly entrust a third party to conduct
exhaust emission testing to guarantee the legal discharge of production exhaust gases.

EEER

Domestic exhaust gas:

o FERREMHE:

. Mainly from canteen lampblack;

J BMeRAWTHERREF R ERIERE  REXKCETES  REEBERERTE -
° We install lampblack treatment facilities and guarantee the normal operation of these facilities to mitigate the impact of exhaust

gas emissions.

. SEELBETELANTIEREERKREIEREK

o The wastewater generated during the Group’s production and operation is mainly production wastewater and domestic

sewage;
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We adopt standardized wastewater treatment process and technology to effectively treat high salinity, high concentration
wastewater and domestic sewage. We install an online sewage monitoring system at the main outlet of the sewage station to
monitor key indicators such as chemical oxygen demand (“COD") and ammonia nitrogen discharge. We also regularly upload
the pollutant monitoring results to the local ecological environment bureau;

BHMEGREEFKERRSES  THRETKUNERBR  BREEXEEDET - THABUKEETKERFHRA -
WEFRE=THRBRREFEREIORERA - BREKERST S BFKEEAERERMZE

We actively promote wastewater management inspections, regularly inspect the management of the sewage station to ensure
the normal operation of the plant equipment. We also regularly take water samples for testing of water quality factors and
entrust third party organizations to conduct annual wastewater quality tests to ensure that the wastewater discharge complies
with the corresponding national laws, regulations and standards;

BAPIFE RS K TERM S A OBRRIEI - 8271 8 TR RBRIEKRT - BREKEE TS &BUETT

We continue to conduct relevant environmental protection training on the wastewater treatment processes and techniques of
sewage station, so as to improve the staff’s technical and operation level and ensure the wastewater is treated in an efficient
way;

REE - REBERIUERKR - E\ERERE -

During the Year, the Group did not have any problem in obtaining applicable water sources.

BmEBEREY:

Non-hazardous waste:

TERRE—RIXEREEVZEENRREBNREETENR

It mainly includes production waste, such as general industrial solid waste, and daily garbage, such as kitchen waste;
SENIFHREHSHPIETEEERE W EMRAEEAENE = FEUETES(LERE

The EHS department is responsible for supervising and managing the treatment of production waste, and regularly transferring
it to a professional third party for harmless disposal;

EFENFARTRAEEEESR  UTHEBERARDGETRE -

The administration department is responsible for the management and classification of daily garbage, and they send it to
sanitation companies for disposal regularly.

BEEREY:

Hazardous waste:

FTERFEHEMBBEFELNCEMRBREY  REBREREENEEERK AKEERESE  RIEEERE M
HERARM

It mainly includes chemicals and medical waste from production and R&D, waste activated carbon and sewage sludge
generated in the process of emission reduction, as well as small quantity of office supplies such as waste ink cartridges and
toner cartridges;

HMBREETRREERNEREBERESR  KR(CREENEBRIE)EANMHE  HEZVNEE BE 28
TE i BT EH HEFRHETHREESEEE  BRHAEAE  LEFINERFN  WARBRREETS
ERAEEENE=ZFENRESHBRERY

We strictly abide by relevant laws and regulations on the management of hazardous waste, and strictly supervise and manage
the generation, collection, classification, labeling, recording, storage, transportation and disposal of waste in accordance with
internal systems such as the “Provision on Hazardous Waste Management”. We also adhere to the management approach of
“More rotation, less temporary storage” to handle various hazardous wastes by entrusting qualified third party through the
environmental monitoring platform;

HAFIE LA A BETIEI  EHEIABERYEREBRIE  RESEIRETEREAE -

We provide regular training to relevant staff to help them familiarize with the waste treatment process and ensure that each
link is accurate and controllable.
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Energy and Resource Management

Sihuan Pharmaceutical has strictly complied with the “Energy Conservation Law
of the People’s Republic of China” and other laws and regulations and prepared
internal management mechanisms such as the “Resource Utilization and Energy
Consumption Management Protocol”. We have always been practicing efficient
energy utilization and resource management during production and operations.
With the goal of reducing electricity, water resources and other resources and
energy consumption during the production process, we continued to explore
the possibility of energy conservation and consumption reduction by monitoring
energy consumption and conducting energy statistical analysis. Also, we regularly
carried out energy conservation education and training to improve employees’
awareness of energy conservation and environmental protection, and encouraged
employees to actively contribute ideas and suggestions to jointly build an
environmentally friendly enterprise.

Energy Conservation and Emission reduction

o Conservation of electricity
We continued to strengthen electricity management during the production
process. We have installed voltmeters in each production workshop and
auxiliary workshop, and assigned dedicated personnel to regularly read
meters, analyze, and summarize the power consumption in each area, and
continuously monitored power use to ensure economical and safe use of
electricity. We required centralized production in stages and streamline
production procedures to reduce the electricity consumption during
production. We have also set up inspection system to rationally allocate the
use of air conditioners and other equipment to reduce power consumption.
In addition, we continued to promote energy-saving management by
modifying the cooling system, replacing LED lighting, installing sensor
switches, and installing solar photovoltaic devices, and are committed to
implementing management measures such as performance management,
multi-post collaboration, and resource sharing to improve energy
management standards and energy utilization efficiency, and effectively
reduce electricity consumption.
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Beijing Sihuan - Operation improvement of air-conditioning hot water

circulation pump during non-heating season

CECZF A A RERREEHESNEASKERRARANMA—EImA —
A EBANEABETRRE R TEEHNEEF@EEYBESEMAERIFE
FEIBET A B %) E £ 316,800kWh ©

In February 2023, Beijing Sihuan changed the air-conditioning hot water circulation
pumps in the non-heating season from the original “two in use and one on standby” to
“one in use and two on standby”. After six months of operation, the working pressure
was within the normal range and workshop production had not been affected. It is
estimated that 316,800kWh of electricity can be saved every year.

cARER-TEABEREE

I RIRIFEE FEARKBRRETHE
Operation improvement of air-conditioning hot

water circulation pump at Beijing Sihuan during

non-heating season
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Benxi Hengkang - Installation of solar street lights

FEEBEEMEER LRBELEAGREKE  REREBEERRR - KGERE
TMERARRE  BUELER BN EXNREN TR - —B-=F  KRERIN
SEELARETMARE -

Benxi Hengkang installed solar street lights on the factory roads to provide lighting at
night. Solar street lights do not use alternating current, which effectively saves energy and
does not cause environmental pollution. In 2023, Benxi Hengkang obtained the Liaoning
Province Green Factory Certification.

AR B REHE K5 BB &
Solar street lights installed by Benxi Hengkang
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Steam Saving

In order to reasonably control the steam consumption in the production process
and domestic heating process, we have formulated corresponding rules and
regulations for units that use stream to follow and require steam consumption
should be regularly summarized, so as to continuously strengthen steam usage
management. At the same time, we improve the efficiency of steam utilization
and reduce steam consumption by upgrading production equipment, revamping
workshop condensate heat recovery and conversion heating systems, and recycling
condensate. In addition, we conduct regular inspections and maintenance of
steam pipelines to avoid steam wastage due to “running, bubbling, dripping and
leaking” in the steam system.

Conservation of Water Resources

The Group attaches great importance to the conservation and utilization of water
resources, gives priority to the use of high-efficiency water-saving equipment,
and continuously optimizes production water management. According to
the workshop production tasks and seasonal changes, and based on water
consumption statistics, we have carried out water-saving transformation on
production processes with high water consumption. We advocated the recycling
and reuse of water resources. We also required the water supply and gas supply
workshop to realize the closed-circuit cycling of water as far as possible, so as
to ensure the concentration times as well as improve the cooling efficiency of
the equipment and the utilization rate of water resource. At the same time, we
actively encouraged each of our subsidiaries to set water-saving goals based
on their own business conditions and adopt relevant water-saving measures to
create a good atmosphere for water conservation. In addition, we have actively
carried out water-saving education and publicity to promote the scientific and
rational use of water resources by our subsidiaries and employees. We have
also criticized and punished behaviors that waste water resources and violate
water-saving management regulations according to the severity of the case, so
as to enhance the water-saving awareness of all employees, and implement the
concept of sustainable development. During the Year, our responsible practices
in water conservation were also recognized externally. Ambest Pharmaceutical
was awarded the honorary title of “Advanced Unit in Water Conservation in Jilin
Province” by the People’s Government of Jilin Province.

SATIRIBELEE [ A B A K SEAE B | S5

Ambest Pharmaceutical was awarded the honorary title of “Advanced Unit in Water Conservation in Jilin Province”



T HEMERTK TR TEKERBGERR - BEEE - E H R
ARMEKKERRE WA NBUFORLFKEREBEXEAEMHE - ZIAB A

ST EKE B ATERAT 100 BRNE

In 2023, Jilin Huikang completed the renovation project of industrial water pipelines at

sewage stations to avoid wasting water resources due to phenomena of leakage, which

can effectively solve problems such as frozen water pipes being unable to be used in

winter. The project is expected to save more than 100 tonnes of industrial water per

month.
EHHRIE IS KA TR K ERNEIER
Jilin Huikang sewage station industrial water pipeline
renovation project
BiR B2 Saving of Packing Materials
AEERBEBRIEMBEMBNZRE The Group continued to pay attention to the safety and environmental protection
BIRRIE - MBBEER BMEE. of product packaging materials. Through management measures in packaging
BEECSIENEERR FERL design, selection of packaging materials, packaging optimization, etc., the Group
HEBRREE RAOEEHRFEEREY continued to strengthen green packaging management, reduce the use of
BEGR EESZEEENERBY - packaging in production and sales processes, and comply with the development
trend of green packaging.
BERE EREQLBAR ERELEEARNEMELEEMARET  ENMELCMRFT2EER - Rt

Package design

amEE
Selection of packing
materials

aBEEL
Packaging
optimization

LEEMBNERE

Based on drug specifications and on the premise of ensuring the basic functions of packaging and drug
quality, we re-optimized and redesigned the packaging form to reduce the use of packaging materials as
much as possible;

KAZcHRZERNINBENRERNAE  REHENERE -

For the inner and outer packaging and instructions of drugs, three-color printing is used to reduce the
amount of ink used.

ERFEGNESNSERSBENRT  BEEBAEERESRL  AIBRBARREGM ;

On the basis of ensuring the quality of drugs and stability of various components, we give priority to
environmentally friendly packaging materials that are recyclable and degradable;

EREEARANN ERFASHORTUARMAREE  BIOARKRE  BEAEEE -

We reasonably select the size of carton, the size of product instructions and the thickness of paper to
reduce waste of paper and prevent over-packaging.

HEE FTHER HERZMNRRIZERE - WETIERE BCRABEEN HHBEME -
For the marketed products, the Group optimizes the existing packaging forms upon exploration for new
environmentally friendly processes and craft validation, so as to save packaging materials.
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Green Office

The Group pays attention to cultivating employees’ awareness of energy
conservation and environmental protection in daily office work, continues
to promote office automation and networking, and reduces resource waste.
We have formulated internal systems such as the “Office Code of Conduct
Management System” and the “Garbage Classification Management System”
to comprehensively implement green office management. We implemented
green office management requirements by carrying out green office inspection,

BHEBRGEHAESE HEARLETH assessment, and verification work. We also actively carried out green office
RERRER HRAZEZE N# A promotions to continue to strengthen employees’ awareness of energy

Fr 93 NIRIE -

HHKE
Water and Power
Conservation

HAR D EIR
Saving of Office
Resources

DBEEE
Office Vehicle
Management

conservation and environmental protection, thereby jointly creating a green,
harmonious and orderly office environment.

REEMBEAKRRE - WIEMABREEKS - BAKEESDAMR - D ELEERE

To advocate the use of natural lighting, and adding human body sensor to automatically turn on and off
the sensor lights to reduce power consumption;

WMAOEFMARBERMGHRARE CEMARNERAER TEH BHORSEBERE - THRK
EHEFEIR

To reduce power consumption and standby energy consumption of electronic office equipment, turn on
and use computers, printers, photocopiers and other electrical equipment reasonably, and turn off the
power when getting off work;

BBIERIZEAZFRERERRE - REMARE] - LERKLFTE2FEEN20TC  EFE
BETSIER26T

To strictly control the temperature and usage time of indoor air conditioners, advocate the start
of energy supply as late as possible and stop it as early as possible, and require air conditioning
temperatures not to be higher than 20 in winter and not lower than 26 C in summer;

BAESUKKE  BEMKRBREES BEREISGHANK LERKE THEBHRKERRKRK REE
EEBABRER LR #EERRE -

To supervise employees to save water by posting slogans on drinking fountains and bathrooms, and
require employees to report leaks from faucets, damaged equipment, etc., in a timely manner to avoid
wasting resources.

TR - REBBHXXM - ROEDRR - BB ZH - WK - FTENR A E®mT
BN - SEMEBRFAT
To advocate paperless office, streamlined files, reduce the use of paper, avoid reprinting and excessive

s

]
i

printing, and require double-sided printing and copying and only allow colored printing when necessary;
RE B ERASREUARE - A ZRA AR RS — MR EERT A - AR

To set up fixed paper recycling bins to collect and recycle reusable paper to save paper;

SEITENME - IITENMBE A - R AR —EITEH - RAORERE - REWE - SRR
To share printers, connect the printers to the network and share a printer in the office area, so as to
reduce idle equipment, improve efficiency, and save energy;

HBEA—RERR  BUE—RMEER - —RMEERARNERS -

To eliminate the use of disposable products, eliminate the use of disposable paper cups and disposable
toiletries.

HITERAZ BRAEERAZVYRRUYARBEEESH HAFZETTIEER  ETHEFNG
BRI RERBENT  REEWEARE  UHRAERHBSHTASBERLE

To implementing vehicle sharing to share staff trip information through the establishment of a bus
manager group on the vehicle sharing platform. Employees with similar travel routes in business trips
should ride the same vehicle to improve vehicle use efficiency. Vehicle sharing is also encouraged
through subsidies and other means;



BRMER
Waste
Management

MEBABREER  BERESHHE EREROARMULNBENSRE  FHE  FEREZR
RETRE  GHEBETHER BEERERRE

To strengthen the management of official vehicles and implement the vehicle dispatch approval system,
carry out application, scheduling, maintenance, etc. of office vehicles via the online OA system to
reasonably arrange vehicles and avoid waste of vehicle resources;

BRAEFEE FMHEIRTEPHAAABRELKE  KEHT-

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

FIECHRABERSE) BERPAEZMWRO S FRE - ERHEX LSRR

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

HE D FARISIRAE - 25 A E BT B R RA RN R R BR(E BB EAKE
Recycling bins to distinguish recyclable and non-recyclable garbage to improve the level of domestic
waste reduction, recycling and harmless management;

RANEFEIRE RN RS FEI - 5|88 T#ETEENREI -

Posters are set up and garbage classification training are carried out to guide employees to recycle
garbage reasonably.
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Proactively Responding to Climate Change

Climate change is one of the great challenges that the world is currently facing.
The Group is well aware of the impact and risks of climate change on various
industries and regards climate change response as an important consideration
for business development. We actively respond to the country’s policies on
carbon peaking and carbon neutrality, fully refer to the Task Force on Climate-
related Financial Disclosure (“TCFD") framework, and further improve the ESG
governance structure and climate risk identification and management processes.
We pay close attention to the climate change risks related to the Group’s business
in the process of production and operation, evaluate its impact on the continuity
and stability of the Group’s business, actively take countermeasures to improve
energy efficiency and reduce greenhouse gas emissions, and we strive to shoulder
the global mission of addressing climate change. At the same time, the Group
timely seizes opportunities related to climate change to promote the sustainable
development of the Group’s business.

1. Governance

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

In the context of climate change and low-carbon transformation, we pay
close attention to the climate change risks related to the Group’s business
during the production and operation process, assess its impact on the
Group'’s short-term and long-term production operations, and actively take
measures to mitigate and adapt to climate change in order to occupy a
more favorable position in the future development process. The Group's
climate change risks are mainly divided into physical risks caused by extreme
weather and transition risks brought about by low-carbon economy, etc.,

IR E A BN R RS

wROENER AR ERE

RIRSE R TR RREN  WRW B
AESUMEN  EHBREKEERRE
B SHERTR —ERELREXR
SEMN - RRAREERBNINIEBEHA

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

FIBEXECSEBOELKA LT AR

T
= .
Acute
SHMERSE
BERRR
Physical
risks

18 .
Chronic

BHR Al e G BB EE S AE N
Changes in climate patterns can lead to higher
operating costs, for instance, power curtailment
policies may lead to increased production
operating costs

ERTHRE EASHEEMEREERE
FERIBEIRIG N

Rising global average temperatures lead to
increased energy consumption in warehouse
and workshop operations

and their related impacts and countermeasures are as follows:

HEmAREN  AEERBERELS
MEIE T B R RIESTER - WAHMA B
TR RERETIE

In response to extreme weather events, the
Group has formulated extreme weather
emergency plans according to actual operating
conditions, and organized personnel to carry
out daily inspection and early warning
BMREERENESRAYE  BERRARX
ZHEHABAEI - WRS B I B BKIREE
71

We reserve sufficient emergency materials and
actively conduct disaster prevention training
to improve the self-protection ability of our
employees

BMERR  KAEIPIVRET L - 5
Hrlge HR K EH R EE K - AREHE
Ef

We maintain close contact with meteorological
and water conservancy departments to study
defense countermeasures for possible disasters
and clarify defense priorities

REMHREZ(CIERETRMSEE - &
ESMNTE  RERHRRKEBANERR
B - (RFE (LRSS FABE ST

We continuously assess the impact of
temperature changes on business and
production sites in different regions, timely
adjust energy procurement and use strategies,
and ensure the smooth operation of the
supply chain

B LREIRAER - GNP B AR R

We optimize the energy structure and increase
the use of renewable energy
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Climate change-related compliance disclosure
requirements are becoming more stringent, and
relevant national or local policies have been
introduced successively, which may limit carbon
emissions and have an impact on the Group’s
production and operations

LREBEREIREER ETRITSES R EEE
BHEEEE AL

In response to the national low-carbon policy,
technological transformation or equipment
introduction will lead to an increase in
production and operation costs

RIS EEREEERTANREM
BMERK AR ARXERREZE
WD K ANt A B4 00 - RR Ut ET R R B i E O
B PR

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

BHBET  KRRAKEHBZ
FE SRR BEBUETT A RE TR -
KRENZBGELERR
REAETE

Under the low carbon trend, the Group will
need to effectively manage its own carbon
emissions and those of its supply chain in the
future, as a long-term damaging impact on the
climate will result in negative impacts such as
the loss of customers, employees, investors, etc.

BHEZURMS
ERHUYHREE
BT REER

K W8 MBI SR S 5 HH A ) S RSA AR
I HN5& $R =R A B MR B

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

HEE TR PR BRI AV TR B2 83T - B ERTT
BAEETEEE  RERRMBCENAIITIES T
&2 & A

We promote the R&D and innovation of
energy-saving and consumption-reducing
technologies, and draw on the excellent
management practices of peers to carry
out feasibility analysis and application of
technological improvements

%@E%ﬁ%ﬁﬁﬂﬁ%‘\iﬁsﬂﬁﬁ CEVRE
B mBEE S - ER mis&L -
HEREEBER i‘*L _T_1’E FEREPN ¢ S0
AR fURE

The Group actively carries out research on
the market of raw and auxiliary materials,
and has established a linkage mechanism of
raw materials, auxiliary materials, packaging
materials and finished products to master the
market changes in real time. We carry out
the construction of the Group's procurement
platform which provide support for decision
making based on the big data platform
EBEEERERYH  AEEG— KK A
BRAMEL - AR RERERKAR

We reserve core materials for production, and
purchase general-purpose materials used by
subsidiaries through centralized procurement,
which is conducive to reducing the cost

FEAEELETTEBTE - Sa2RsE - I
EEI BRAPHITEACHD BOERKA
S BRUESIBREE - HRITERE
iaﬁi”ﬁ% CEYRIFHNBETR
We constantly optimize the processes, save
energy and reduce emission in production and
operation, implement paperless office and the
office resource sharing system in daily office
to effectively control carbon emissions, striving
to create an environmentally-friendly business,
and establish a positive brand image
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We strive to seize opportunities amid risks, timely track and conform to
the national industrial development strategy, and actively lay out green
and low-carbon products and business, replacing the existing products and
services with products and services with low-carbon emissions. Besides,
we promote production and operation by methods such as digitization.
It can reduce the operating costs of the enterprise effectively, promote
business development, and enhance the corporate competitiveness greatly.
We disclose carbon emission information in compliance with regulatory
requirements and continue to promote green packaging, clean energy use
and other methods to establish a responsible corporate image to internal
and external stakeholders. At the same time, the Group better optimizes
the energy structure and improves energy utilization efficiency through R&D
and innovation of energy-saving and consumption-reducing technologies
and the introduction of advanced energy-saving and environmentally
friendly equipment.

In addition, we follow the international green development trend and invest
in green financial products. We deposited U.S.-dollar funds with the Bank
of Communications for a green fixed deposit program, which is designed to
absorb surplus funds from corporate customers and invest them in eligible
environmental projects in the form of loans. The projects include renewable
energy, energy efficiency, pollution prevention and control, green buildings,
clean transportation and sustainable water management and wastewater
treatment, environmental sustainability management of biological resources
and land resources. Through the green fixed deposit program, we have laid
out more green and low-carbon products to promote sustainable economic
development.

Our Commitment

The impact of climate change on the global environment and economy is
becoming increasingly severe. In order to respond to climate e change risks
on an effective basis, we have incorporated climate change-related risks
into the Group’s risk assessment management system. In the future, we will
continue to strictly abide by the laws and regulations of all locations where
we operate, and comply with the ESG compliance requirements of the
HKEX to do well in information disclosure and management. At the same
time, we will carefully examine the impact of our production and operations
on the environment and social development, promptly identify, assess and
manage climate change risks, seize climate change opportunities, enhance
the resilience of the Group's strategies and businesses, and help achieve the
sustainable development targets.
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Sihuan Pharmaceutical adheres to the core values of “integrity and responsibility,
pragmatism and innovation, cooperation and sharing, and pursuit of excellence”, and
implements internal and external supervision and management requirements through a
complete compliance management mechanism. We always uphold the highest standards
of integrity, lead by example, actively create and maintain a responsible working
environment, continue to promote a business culture of compliance and integrity,
and work with all stakeholders to create an honest and ethical business ecological
environment.

1. Strengthening Construction of Clean Administration

The Group strictly abides by the “Anti-Unfair Competition Law of the People’s
Republic of China”, the “Interim Provisions on the Prohibition of Commercial
Bribery”, the “Anti-Monopoly Law of the People’s Republic of China” and other
laws and regulations related to anti-corruption, anti-extortion, anti-fraud, and
anti-money laundering where it operates. We prohibit any form of bribery and
corruption, and continue to improve the compliance management system. We
have established the “Employee Compliance Management Regulations of Sihuan
Pharmaceutical”, and by relying on rich practical management experience, we
have formulated systems such as the “Code of Business Conduct and Ethics of
Sihuan Pharmaceutical Holdings Group Ltd.” (the “Code of Business Conduct
and Ethics”) and the “Supplier Code of Conduct of Sihuan Pharmaceutical
Holdings Group Ltd.”, which clarifies the Group’s anti-bribery, anti-corruption and
anti-unfair competition management requirements through all-staff training and
requires all employees and suppliers of the Group and its subsidiaries to strictly
comply with them. At the same time, we require employees in key departments
such as marketing, finance, and procurement to sign the “Employee Compliance
Commitment Letter” annually to further standardize employees’ honest and self-
disciplined behaviour and strictly prevent and control compliance risks.

In addition, we have deeply penetrated the principles of compliance operations
and business ethics management into key aspects of operations and continued to
strengthen compliance management in relevant key areas.
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The Group strictly prohibits any improper payments or improper financial incentives to government officials
or any other third parties. For projects with high commercial bribery risks such as funding, donations, and
sponsorships, the Group’s compliance department will conduct targeted reviews and inspections. During the
Year, we did not make any political donations, nor did we find any related compliance risks.
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The Group attaches great importance to anti-corruption management in all aspects of the supply chain, and
conducts compliance supervision on the procurement process from different dimensions such as bidding
supervision, price analysis and research, and post-auditing to prevent corruption in which procurement
personnel take advantage of their power to seek rent. At the same time, we have signed a “Compliance
Commitment Letter” with external distributors to clearly inform the Group of the anti-corruption compliance
requirements to strengthen compliance management in the supply chain.

In addition, the Group continued to strengthen compliance supervision and
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control, clarified risk management responsibilities, and strengthened management
and control. We have established a Risk Management Committee under the
Board to continuously supervise the compliance of business activities, and
conduct regular reviews by the internal audit department to actively prevent
and respond to various business ethics risks. At the same time, we have
incorporated compliance and other risk management standards into employee
salary assessment and performance evaluation. For employees who violate
business ethics management requirements such as corruption, bribery, leakage
of confidential information, etc., we will adhere to the principles of “seeking
truth from facts, fairness and justice, and paying equal attention to punishment
and education” and follow requirements under systems such as the “Employee
Manual of Sihuan Pharmaceutical Holdings Group Ltd.” and the “Penalty
Management System for Violation Matters”, etc., to impose varying degrees of
punishment on the employees involved, including warnings, demotions, salary
cuts, and termination of labour contracts, to actively create and maintain an
honest and compliant working environment.
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After receiving a report, the Compliance
Department of the Group will evaluate
the authenticity of the reporting content
according to the reporting acceptance
procedures, confirm whether there are
violations and will give a reply to the
whistleblower according to the initial
evaluation results.

Acceptance and Guarantee of Complaints and Reporting

The Group continued to optimize the complaint and reporting mechanism,
and formulated a “Complaint and Reporting System”, and established various
violation reporting channels including telephone, e-mail, letter, etc.. At the same
time, we have placed anti-corruption complaint boards in prominent locations
on the Group’s official website and the Group’s headquarters and subsidiaries’
offices. The Group has clarified the requirements for complaint and reporting
management in various systems, encouraging all internal and external stakeholders
to promptly report corruption and other potentially risky behaviors to us through
different channels, so as to continue to strengthen the Group’s risk management
level. In addition, we have always adhered to a zero-tolerance attitude towards
retaliation against whistleblowers, and clearly listed whistleblower protection
regulations in relevant systems to adhere to the bottom line of compliance
operations and ensure the healthy development of the enterprise.
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Anti-corruption complaint and reporting board

Also, in order to fulfill our compliance commitments and ensure the effectiveness
of compliance management, we have established routines for reviewing and
handling anti-corruption complaints and reports, and promptly investigated
and handled accepted reports, to actively safeguard the legitimate rights and
interests of stakeholders. During the Year, Sihuan Pharmaceutical did not engage
in any litigation cases involving corruption, nor did it engage in any incidents of

discrimination or harassment, leakage of customer privacy, money laundering or
insider trading, conflict of interest and other related irregularities.
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The Compliance Department of the
Group will investigate the contents of the
reporting, understand the situation and
collect evidence through conversation,
and summarize the investigation results
through reports and submit them to the
management of the Group
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If the violation is true, the Group will
impose corresponding punishment
according to the provisions of the
employee manual. If the circumstances are
particularly serious, the suspected offender
will be transferred to the public security
agencies for handling.
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Compliance Training

The Group continued to strengthen risk management and continuously promotes
compliance training and education. It has clearly stipulated in the “Code of
Business Conduct and Ethics” that all employees need to complete compliance
training, and promotes the construction of a culture of integrity in daily
management to comprehensively enhance the Group’s Risk management level.
We have provided employees with various types of risk management-related
training courses, including complete and systematic compliance training for new
employees, and regular compliance training for employees in key departments
such as marketing and procurement to enhance risk control awareness and
continue to deepen integrity and compliance. In addition, for the medical
aesthetic segment of the Group, we also continued to carry out training on
compliance requirements for external publicity of medical aesthetics based on
the key points of supervision of the medical aesthetic industry. We continued to
improve employees’ compliance awareness, comprehensively and intentionally
implement internal and external compliance supervision requirements, and build a
sound compliance risk management system.

At the same time, we continued to strengthen compliance and other risk
management training for members of the Board. We provide all directors with
at least one compliance training lecture and publicity of compliance training
materials every year to improve the professional standards and integrity awareness
of directors and further protect the interests of shareholders and investors.
During the Year, all members of the Board participated in professional training
related to compliance and risk management provided by professional institutions.
The training coverage rate was 100%, and the content included the latest ESG
compliance disclosure requirements, etc., which further strengthened directors’
awareness of risk management, compliance risk prevention, and anti-corruption.
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Training materials for the Board
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In July 2023, based on the requirements of external laws and regulations, the Group’s

compliance department carried out compliance training activities for new employees

of Marketing based on the necessity of marketing compliance, and conveyed the

latest regulatory trends and compliance marketing management requirements to new

employees. In order to maximize the training effect, we conducted training tests for

all participating employees after the training. All participating employees successfully S T

passed the relevant tests to comprehensively enhance the compliance awareness of new  compjiance training site
employees.

“RZFMA ARBEEBERTOASFRE2EESENA ARG - B ERERESHBEREEERFAR  T2REES
FERAEESFZANERESORGIMRE ZRESNEREEEREAD  LBERIBTOTR  BARESIETSH
EREEEREEERNTRE ?mmmnBF?/\%ﬁlaﬂﬁ)EﬁFﬁ%ﬁ%Eﬁ“E& E—TRICAEBESRER -

In April 2023, the Group’s legal management center organized group-wide compliance training. The training was carried out around the
regulatory requirements of the laws related to drug advertising, which mainly included the mandatory specifications of the Advertising Law
and the Anti-Unfair Competition Law on drug advertising, special regulatory requirements for drug advertising, etc. The Group also used
case analysis to help strengthen the training employees’ understanding of drug advertising compliance regulatory requirements, improve
the awareness of various departments in conducting relevant business in compliance, and further strengthen the Group’s compliance
management.
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Sihuan Pharmaceutical always trusts and cares about all stakeholders, and helps build a better life by implementing responsible measures. We
focus on talents, help employees grow, and share development results with employees. We work with suppliers to help each other and promote
industry development. We care about society, devote ourselves to public welfare, and build a better life. In the future, we will always uphold our
sincerity, live up to trust, continue to share the high-quality resources and experience accumulated by the Group, fulfill our corporate citizenship
responsibilities, and work with all parties to create a better life.
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Empowering Talents e Female employees accounted for 57.24%
Stimulating the Vitality of o We respect employees' rights to freedom of association and collective bargaining, and the proportion of employees participating in
Talents and Sharing the trade unions reached 90.53%
Development Results e Nearly 500 online courses, and more than 2,200 people have logged in to the training platform to participate in such courses
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Progressing Together and o REEMAOREEEE
Achieving Win-win Results e Implementation of full life cycle management of suppliers
Working Together with e Formulating and publishing of the Supplier Code of Conduct
Responsibility to Create e Communicating regularly with suppliers through interviews, phone calls, etc.
Prosperity for the Industry o Atotal of 40 supplier audits were completed
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HEXFEE o MEMBERZLERF00ET ARERESHBEE
Caring for the Society e (Carrying out agricultural assistance activities to help local development of characteristic planting economy
Devoting to Social Public Welfare ¢  Accumulated donations of more than RMB30 million to Meihekou
for a Happy Life e Donation of RMB10 million to Jilin Charity Federation to develop charity-related undertakings
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Sihuan Pharmaceutical is committed to building a high-quality talent team and regards
talents as valuable assets for corporate development. We attach great importance to the
building of the talent team and select, cultivate and motivate talents through a complete
talent management system to comprehensively stimulate talent vitality and promote
talent development. At the same time, we attach great importance to protecting the
rights and interests of employees, continue to strengthen humanistic care for employees,
provide employees with diversified welfare guarantees, create a warm working
environment, and share the results of corporate development with employees.

1. Protection of Employee Rights and Interests

The Group is well aware that talents are the core capital for the sustainable
development of an enterprise. We always adhere to the business philosophy of
“empower the enterprise with talents” and are committed to building a high-
quality talent team, standardizing the employee recruitment and employment
process, improving the employment management system, eliminating any form
of discrimination or harassment, so as to create an equal, inclusive and diverse
working environment for our employees, and respect and protect their legitimate
rights and interests.

Compliant and Equal Employment

In terms of talent employment, we always comply with relevant national and local
laws and regulations such as the “Labour Law of the People’s Republic of China”,
the “Labour Contract Law of the People’s Republic of China”, the “Provisions
on the Prohibition of Child Labour”. We have formulated and implemented
strict management measures in terms of compliant employment and equal
employment, strengthened employment management, prevented the use of child
labour and forced labour, and provided all employees with open, fair and equal
recruitment, selection, evaluation and promotion opportunities.



POIREE SRR B ST E Y TEAMRBRARER  AHREBEEREPEHREANERERETRRES -
BEEAEIR®RHLT - AFE  AMFERTHRENABRES  EREANABEER  BR
HHEMHE PAX BEIESVHNES  BRE MR ABRMG - BEREEAKRRETE
THEFR  BPIBEEEABER BAMBRERIEGE TEHENBITE -

Sihuan Pharmaceutical strictly abides by laws and regulations related to labour standards, conducts
strict review of candidates’ qualifications during the recruitment process, and strictly prohibits the
employment of child labour or forced labour. During the Year, we continued to implement strict
entry reviews. During the entry stage of candidates, we reviewed ID cards, household registers,
academic certificates and other documents to ensure that employees meet the entry requirements. If
a candidate is found to be under the legal working age, we will cancel his or her qualifications and
resolutely put an end to all types of illegal and non-compliant employment practices.

EMFREAT  AFE 2ARMNRAFBRBIEEE £ —YBRNERTR - RMBBELE
BEABRMREAENREARDEAS - HAEEREAERC  TEWR - Fie  Rik &ik -
BU%E  REEINERAREITERBIHFF -

We carry out recruitment activities in accordance with the principles of fairness, impartiality and
openness, and reject all discrimination and prejudice. We recruit and allocate talents based on job
qualifications and candidate abilities, and treat all candidates equally without distinction based on
gender, age, ethnicity, race, nationality, religious belief and other factors.
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At the same time, when signing labour contracts with employees or in daily work, if it comes to
matters related to the core interests of employees such as work content, wages, performance, or
the revision of the group’s management system, we will resolutely implement legal procedures and
negotiate with the trade union on an equal footing. We will also collect opinions from all employees
and establish an equal and harmonious employment relationship.
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Moreover, in accordance with the Group’s development strategy and based on
the analysis of human resources stock and demand, we have formulated an
annual recruitment plan to meet the our employment needs, and carried out
talent recruitment through multiple channels such as external introduction and
internal training to recruit quality talent. The Group mainly carries out recruitment
work through social recruitment, school recruitment and school-enterprise
cooperation recruitment. For school recruitment, according to the nature of
the Group’s industry, we carry out campus recruitment activities at colleges and
universities with strong medical connections, and conduct long-term school-
enterprise cooperation with a number of colleges and universities to improve
recruitment efficiency and enhance the overall quality of the team. In terms of
social recruitment, we use resources such as recruitment websites to screen and
recruit talents, and publish recruitment information at local talent service centers
to continue to expand our talent recruitment network. In 2023, Beijing Sihuan
was honored as the “China Preferred Employer of the Year 2023” by Zhaopin.
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Beijing Sihuan won the “China Preferred Employer of the Year 2023”
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In addition, we actively carry out talent retention work and reserve core talents
to achieve the Group’s strategic development goals through various measures
such as salary and benefits, training and development, employee communication
and care. We also conduct exit interviews for employees who voluntarily leave,
understand, analyze and summarize the reasons for their resignation, provide
optimization suggestions for employee management and talent retention to
effectively reduce turnover rate and empower the sustainable development of the
Company. As of 31 December 2023, the Group had a total of 2,872 employees,
among which female employees accounted for 57.24%.

Diversity and Inclusivity

We are committed to creating a diverse and inclusive work environment for our
employees. We have formulated the “Code of Business Conduct and Ethics of
Sihuan Pharmaceutical Holding Group Ltd.”, which contains provisions related
to anti-discrimination and anti-harassment, clearly stating a zero-tolerance
attitude towards discrimination and other behaviors, and resolutely opposes and
prohibits all discrimination, prejudice, and any form of harassment (including
sexual harassment and other harassment). We have set up corresponding
reporting channels for incidents of discrimination and harassment. Once relevant
accusations are discovered and confirmed, appropriate corrective or disciplinary
measures will be taken to ensure the equality and safety of employees in the
workplace.

We respect and protect human rights and prohibit child labour and forced
labour in accordance with internal management systems such as the “Labour
Relations Management System of Sihuan Pharmaceutical Holdings Group” and
the “Recruitment Management System and Process Specifications of Sihuan
Pharmaceutical Holdings Group”. At the same time, we respect our employees’
rights to freedom of association and collective bargaining. For the Year, the
proportion of employees participating in the trade union reached 90.53%.
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Performance Appraisal

Under the performance appraisal principles of “strategic orientation, feedback
for improvement, sense of responsibility and self-discipline, and objectivity and
fairness”, the Group has established a three-level performance indicator system
namely the “Group level, department level and positional level” to reasonably
decompose performance indicators and transform the Group’s strategy into
performance indicators for each level and functional position. The Group facilitates
the implementation of various assessment indicators and the achievement of
strategic goals by establishing a fair and reasonable performance appraisal
mechanism.

In accordance with the requirements under the “Performance Management
System of Sihuan Pharmaceutical Holdings Group Headquarters” and the
“Performance Management System for Middle and Senior Management
of Sihuan Pharmaceutical Holdings Group”, we have carried out targeted
performance appraisal management for employees at different levels and
clarified the responsibilities and indicators of each performance management
organization. During the Year, we further clarified and optimized the performance
evaluation and assessment mechanism, completed the revision of organizational
performance, employee performance and other related systems, improved the
performance assessment process, optimized performance assessment indicators,
and enhanced the clarity and implementation of the assessment indicators. We
have also used the office automation platform (“OA platform”) to continue to
improve the transparency of performance appraisal.

In order to actively stimulate the initiative, creativity and enthusiasm of employees,
we continued to explore a variety of performance appraisal methods, carried out
targeted and continuous performance appraisal management for employees,
and multiple evaluation projects for department heads and employees of higher
positions, including 360 degree feedback. At the same time, we have broken
down departmental performance objectives into employee performance appraisals
and have linked employee assessment targets with department performance
targets and implemented a more powerful performance appraisal management
method to closely link employee growth with the development of the Group.
Moreover, we have also conducted regular dialogues with employees on
performance appraisals, goal achievement, etc., which helps employees discover
and solve problems in a timely manner during the communication process, so as
to continuously help employees grow.

Remuneration and Promotion Management

Sihuan Pharmaceutical strictly abides by laws and regulations such as the
“Labour Law of the People’s Republic of China”, “Social Insurance Law of
the People’s Republic of China”, and the “Provisions on Minimum Wages".
We continue to implement internal management systems such as the “Salary
Management System” and “Employee Promotion Management System of Sihuan
Pharmaceutical Holdings Group”, to continuously optimize salary and promotion
management, establish a fair and reasonable salary management system, motivate
employees and recognize their value creation, and help achieve the Group’s long-
term corporate goals.
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In order to optimize remuneration management, the Group has established
a remuneration committee, which is responsible for making decisions on
remuneration management policies and strategies. The human resources
department is responsible for implementing remuneration research, adjustment,
and payment. We strive to provide employees with a market-competitive
remuneration package, provide employees with performance bonuses based on
annual performance appraisal results, and make dynamic adjustments to employee
remuneration with reference to factors such as remuneration policies and market
salary levels. At the same time, the Group provides targeted remuneration policies
positioning and remuneration structure types for management, production, R&D,
marketing and professional and technical employees.

Furthermore, in accordance with the Group’s development strategy, we have
continued to optimize the talent selection system and promote the development
of the talent pipeline. During the Year, we organized a talent inventory and
conducted competency assessments for personnel in production, quality, etc. We
conducted scientific and fair evaluations from the perspectives of line leadership
feedback and cross-department cooperation performance. We clarified the
Group's talent distribution and talent promotion direction, and formulated a
targeted talent development strategic plan to promote the development of
employees at all levels so that all of our employees can become outstanding
candidates.

The Group is committed to providing employees with a platform for fair
competition. By adhering to a merit-based philosophy, the Group provides
employees with a broad career development path, and has formulated a
promotion qualification evaluation system based on employee quality, ability,
job matching, performance appraisal and other evaluation criteria. The Group’s
human resources department and relevant departments conduct assessments
on employees’ qualifications, abilities, work performance and other aspects to
determine whether they meet promotion conditions and promotion qualifications.
In addition, employees with outstanding personal abilities may also receive
exceptional promotion opportunities.
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Employee Communication and Care

The Group attaches great importance to communication with employees,
respects their opinions and suggestions, and is committed to creating an equal,
smooth and transparent communication environment for employees. Also, we
attach great importance to employee welfare protection, continue to strengthen
corporate humanistic care, and strive to allow each employee to learn and grow in
a diverse and fair working environment, so as to maintain our employees’ passion,
and create value.

Employee Communication and Activities

We continuously optimize the communication mechanism with employees
and listen to their voices. When employees encounter issues related to salary,
performance, attendance, employee relations, etc., in their daily work, they can
communicate with the human resources department in real time through internal
communication tools. During the Year, in order to further improve the employee
communication mechanism, we have set up special positions for employees
to be responsible for the management of employee communication and other
related matters. Employees’ work emails and internal communication accounts
were used as dedicated channels for employee feedback, which can receive
relevant feedback from all employees. In order to effectively handle employee
opinions, we will promptly communicate with relevant departments or personnel
to resolve relevant issues within 3 working days after receiving emails. Also, we
also communicate with the trade union on a regular basis, inviting the president
of the trade union, committee members, and member representatives to use the
opportunity of work communication meetings to provide opinions and feedback
for the management of the Group, thereby improving employee satisfaction,
sense of belonging, and happiness.

In addition, we actively carry out festival activities, sports activities, skills
competitions, etc., to encourage employees to balance work and life, improve
employee happiness, and maintain a better work and life mentality.
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Team building leads to cohesion, and cohesion can manifest spirit. In June 2023, Ambest
Pharmaceutical organized a team-building activity for all employees in the workshop. In
order to let everyone deeply appreciate the power of a team, Ambest Pharmaceutical
has meticulously planned some interesting games to allow employees to cooperate and
help each other in each game. This team-building activity not only released employees’
pressure, but also effectively stimulate employees’ enthusiasm for work, enhanced team
cohesion, and further promoted corporate culture.
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In order to enrich employees’ cultural and sports activities and comprehensively enhance
national fitness awareness, in November 2023, Beijing Sihuan organized employees
to participate in the “2023 Employee Badminton Friendly Match” organized by the
Zhangjiawan Trade Union. In line with the principle of “friendship first, competition
second”, the Beijing Sihuan team showed good competitive standards and spirits.
Employees expressed their desire to transform the fighting spirit on the sports field
into the motivation to be dedicated to their jobs, devote themselves to work with full
enthusiasm, and contribute to the high-quality development of Sihuan Pharmaceutical.

AN EE S TEZ&)E8)
Employee team building activities of Ambest
Pharmaceutical

BT PERKEE

Employee badminton friendly match
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“Workshop Job Skills Contest” activity

TEC=F)N\A AMBERRT [BHEURELRAE] EERE TR
RE - LEEBINTE  BE-RETI2RIN  REEINEAE - RRAERXEMHN
FHET2H BERETZRAMKELR  E—FRAVANEELZEEE KT -

In August 2023, Ambest Pharmaceutical held the "Workshop Job Skills Contest" with
an aim to build a platform for employees to exchange skills and learn from each other,
thereby stimulating the enthusiasm of front-line employees to learn and practice their
skills. A total of 41 employees participated in this contest. Through the skills contest
among employees, the company’s production quality control level was further improved.

VOIR B8 B2 2 iR R B A BR 2 &) SIHUAN PHARMACEUTICAL HOLDINGS GROUP LTD.

AN B2 [ B8 e i FR A b i KR
“Workshop Job Skills Contest” of Ambest
Pharmaceutical
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Employee Health and Welfare

Sihuan Pharmaceutical always pays attention to the health of its employees
and is committed to creating a comfortable and safe working environment for
employees. The Group complies with laws and regulations such as the “Provisions
on the Supervision and Administration of Occupational Health at Work Sites”
and implements the “Employee Health Management Procedure”. We regularly
provide employees with general physical examinations and occupational health
examinations, establish employee health files, and organize employees to
participate in health knowledge training and assessments to enhance employees’
health awareness and provide health protection for employees. At the same time,
we have built and set up basketball courts, badminton halls, table football, table
tennis tables, multi-function halls and other auxiliary facilities in the office area
to create a comfortable and healthy working environment for employees with
different needs.

In addition, the Group continues to optimize its employee welfare and care
system to continuously enhance employees’ sense of belonging. We advocate
a balance between work and rest, and have formulated the “Attendance
Management System” which clarifies working hours and calculation and
compensation of overtime work, the leave application process, properly manages
employees’ holiday arrangements and protects the employees’ legitimate rights
and interests. We provide employees with annual leave, marriage leave, parental
leave, breastfeeding leave and other holiday benefits, and provide employees with
maternity leave and paternity leave of corresponding length in accordance with
local regulations. At the same time, we have set up special benefits for employees
who meet special conditions, such as working from home, so that employees can
maintain better working and living conditions, thereby increasing their sense of
identity and belonging.

Employee Training and Development

Sihuan Pharmaceutical firmly believes that providing sufficient training resources
is a necessary guarantee for employee development. In accordance with the
strategic development requirements of the Group, we have formulated training-
related systems such as the “Talent Development and Training Management
System of Sihuan Pharmaceutical Holdings Group Co., Ltd.” and the “Fresh
Graduate Training Plan of Sihuan Pharmaceutical Holdings Group Co., Ltd.”, so
as to continuously optimize the Group’s training management and promote the
talent training and development system to meet the needs of employees to tap
their career potential and improve their personal abilities.

We continued to carry out training through online and offline methods around
the job competency requirements at different levels. We have also independently
built an online training platform to provide employees with various types of
courses including leadership and professionalism, to meet employees’ personalized
learning needs, promote the cultivation and development of the Group’s talents,
and ensure the continuous supply of all types of talents. During the Year, we
uploaded a total of nearly 500 video courses of various types to the online
learning platform, covering multiple course types such as general management
skills, marketing, functions, investment management, and occupational health,
which fully met the learning needs of employees for personal development and
professional skill improvement. A total of more than 2,200 employees have
logged into the training platform to take courses.
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In March 2023, we carried out “Corporate Culture Values” themed training for
subsidiaries such as Changchun Xiangtong, Jilin Sihuan, Jilin Jinsheng, Jilin Sichang, and
Polaris Marketing. Based on the actual needs of each subsidiary, we have customized
and developed special training course materials to solve the problems of employees
of each subsidiary in the unified understanding, awareness and action of the Group’s
corporate culture and values, and to strengthen employees’ understanding of the Group’s
development strategy, as well as confidence in personal and career development. We
have held multiple training sharing sessions in 7 subsidiaries, with a total of approximately
400 employees participating in.
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In November 2023, in order to allow all employees to further understand and master
ESG-related knowledge, we used online live broadcasts to conduct ESG training for all
employees of the Group, so as to strengthen the Group's ESG management standards,
and promote the Group's sustainable development. A total of 487 employees participated
in the online live broadcast course and more than 1,000 employees rewatched the course
independently, achieving a good popularization effect of ESG professional knowledge.

[EXEEESIE

“Corporate Culture Values” training

ESG R HIHEFHI
ESG training
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In 2023, the total training hours for the employees of the Group and its
subsidiaries amounted to 74,416.34 hours. The percentage of employees trained
and average training hours per employee by gender and grade are as follows:

Percentage of employees trained and average training hours of employees by
gender:

ZIHEEED L
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2 HIF R
Average

employees trained training hours

14 7l Gender
5 Male
kg Female
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Percentage of employees trained and average training hours of employees by
grade:
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g Grade employees trained training hours
BEE R - Director and above 80.87% 19.47
KIEEE Manager and head 96.44% 23.47
T@mET General staff 99.61% 30.34
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Sihuan Pharmaceutical upholds the principle of sustainable development throughout
its process of supply chain management. With a comprehensive supplier management
system, we continue to strengthen supplier management. The Group conducts regular
evaluations and assessments of our suppliers to strictly monitor the compliance of
the supply chain, ensuring the stable operation of our supply chain. Furthermore, we
maintain close communication with suppliers on sustainable development through
various communication channels. The Group aims to facilitate suppliers in improving
their own management standards, and assumes social responsibility together with the
suppliers, striving to create prosperity for the industry.

1. Supplier Management

Sihuan Pharmaceutical strictly abides by the laws and regulations such as
the “Bidding Law of the People’'s Republic of China” and the “Government
Procurement Law of the People’s Republic of China”, formulated and implements
the internal management system and requirements such as the “Supplier
Management Protocol” and the “Centralized Procurement Management
Protocol”. We continue to optimise our institutional management systems.
During the Year, the Group has revised the systems such as the “Procurement
Management System” and the “Qualified Supplier Rating Management System”.
Moreover, we have formulated and published the “Supplier Code of Conduct of
Sihuan Pharmaceutical Holdings Group Ltd.” (the “Supplier Code of Conduct”)
to constantly improve supplier management.

The Group upholds the principle of “fair bidding and quality first” and has
established a life cycle management mechanism that covers supplier sourcing,
admission, assessment, and evaluation. We adopt a “centralized and classified”
management approach, strictly monitor procurement quality, and ensure product
quality and safety from the source.
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Supplier Admission
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In the process of supplier sourcing and selection, the Group conducts background investigations
and qualification assessments on suppliers based on multiple aspects such as business
management and ESG management. The selection considerations include suppliers’ production
capability, technical level, service quality, performance capability, quality control system,
environmental impact, labour management and other aspects.
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The Group detects samples provided by comparable suppliers, and conducts supplier audit and
small batch tests. Suppliers who passed the admission reviews will be included in the Group’s
qualified supplier list.
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The Group conducts evaluation through daily supervision and management and annual
assessment based on indicators such as ESG performance, quality status of products,
performance, and trade compliance of suppliers, and other aspects.
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Based on the assessment and examination results, we conduct hierarchical management for
suppliers. For suppliers that fail to meet the assessment standards, have problems with product
quality, or fail to meet the Group's ESG-related management requirements, we will depending
on the actual situation, impose penalties such as termination of transactions, rectification within
a certain period of time, or entry into the blacklist.
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In order to strengthen supplier management, we timely address and control
supply chain risks. Each year, we conduct on-site assessments of our suppliers
to evaluate and assess their qualifications and procurement practices, ensuring
that their information in the supplier database is up-to-date and accurate
and in compliance with the Group’s “Supplier Code of Conduct” and other
management requirements. Furthermore, we promptly and appropriately address
material quality and supply-related issues identified during our audits, and conduct
third-party on-site assessments based on material purchases. During the Year, the
Group completed a total of 22 on-site assessments and 18 off-site assessments of
suppliers, further optimizing the management of the Group’s suppliers.
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We have promoted and implemented procurement management practices.
We require all purchases to be declared under strict system and procedures
and prohibit the setting of specific qualifications for particular suppliers in the
submission of purchase requirements. Furthermore, we maintain comprehensive
records throughout the procurement process to facilitate tracking and checking,
thus enabling effective procurement compliance management. We have also
formulated the “Contingency Procurement Management System” to regulate the
management of contingency procurement of materials, so as to enhance our risk
management capabilities and effectively address unexpected situations. During
the Year, we also completed the construction of digitalized procurement, such as
the inventory alert procurement information board, which optimizes procurement
management through digitalization and continuously enhance efficiency and
transparency in our procurement processes.

In order to further strengthen the management standard of the Group's
supply chain and improve the skills of our internal procurement staff, we have
actively launched training and promotional activities for these employees. We
have launched systematic training for our procurement staff by issuing study
manuals and launching online training courses around daily procurement work,
procurement processes and other related contents. It aims to further deepen the
understanding of procurement staff regarding the management system related to
internal supplier management, raise their awareness on the Group’s supply chain
compliance, and other aspects of ESG management. Additionally, it clarifies the
management responsibilities of the procurement staff, aiming to comprehensively
improve their professional standards and promote the construction of a
professional procurement talent team.

Building a Sustainable Supply Chain

The Group continuously promotes the development of a sustainable supply chain.
In the “Supplier Code of Conduct”, we constantly regulate the sustainability
management requirements for our suppliers. It specifies that all suppliers must
adhere to all applicable laws and regulations of the countries and regions in
which they are operated, as well as internationally recognized ESG management
standards. It also clearly regulates and manages supplier behavior from various
dimensions, including but not limited to prevention of conflict of interest, anti-
corruption, biodiversity protection, enhancement of resource efficiency and
other aspects of business ethics, product quality, as well as environment, health
and safety, to help suppliers strengthen their own sustainable development
management.
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In addition, we insist on integrating the concept of sustainable development with
our procurement work in our daily operations, promoting ESG management of
the supply chain through a variety of management initiatives, with the executive
management responsible for overseeing the ESG management work of the
Group's suppliers, and implementing the requirements of green procurement and
clean procurement in order to effectively prevent ESG risks in the supply chain.
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Green Procurement
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We are committed to continuously enhancing our standards and systems for green procurement,
and fully consider the environmental impact of product production, packaging and waste
disposal. Only safe, environmental-friendly, toxic-free and pollution-free packaging materials will
be selected for our internal and external packaging materials, as well as promoting upstream
and downstream enterprises to jointly realize green procurement;
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We clearly stipulate that the suppliers’ products must adhere to the requirements of
environmental protection related laws and regulations as well as national and industry
standards. Suppliers who have obtained ISO, CCC, and the Occupational Health and Safety
Management System Certification are preferred,;
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We use more advanced technology and equipment in our production process and actively
improve our production processes. We promote our subsidiaries to actively fulfill the
requirements of environmental protection, energy saving and emission reduction, and other
green requirements, and the packaging materials used in the transportation of medicines are all
recyclable materials.
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Integrity Procurement
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We sign the “Integrity Agreement” with external suppliers, the “Letter of Commitment Relating
to Distributors’ Compliant Operation” with distributors, and the “Compliance Undertaking
Letter” with internal procurement personnel. We also formulated the “Code of Conduct for
Integrity and Self-discipline for Personnel of the Operations and Procurement Center”, which
clarifies requirements on integrity compliance management of the Group, regulate the integrity
and self-discipline of relevant parties and strictly prohibit any form of bribery, abuse of power
for personal gains and unfair competition in the supply chain;

HPBBHREEEARIZI  HEZSAREASZETX RERKBERENARER -
RERE - FERCHERRREENE -

We ensure the transparency and fairness of procurement activities and continue to strengthen
management of integrity in supply chain in various ways such as conducting supply chain

compliance training and supply chain compliance audits.
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We attach importance to communication with the suppliers, aiming to build
a stable and in-depth cooperative relationship with them to achieve mutual
development. The Group regularly initiates in-depth communication with
suppliers on production processes, technical difficulties, product pricing, and
other cooperation issues in various manners, such as meetings, interviews, online
communication, and technical seminars. During the Year, we actively participated
in the China International Pharmaceutical Machinery Exposition, API China and
other industry exhibitions. Meanwhile, the Group proactively learns from the
excellent ESG management experience of suppliers during the communication,
and continuously strengthens the Group’s management in the selection of
environmentally friendly materials and energy-saving equipment and optimization
of production processes to continuously enhance ESG management.
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On 16 June 2023, Beijing Ao He Research Institute participated in the “2023
Conference on the High-Quality Development of the Health Industry (and the 8th China
Pharmaceutical R&D and Innovation Summit)” in Chongging. The conference focused on
cutting-edge topics including the development and prospects of China’s pharmaceutical

TR E T b AT S B
Honours awarded to Bejjing Ao He Research Institute

industry, opportunities and strategies for the development of innovative drug preparations, and Al-enabled drug R&D. During the
conference, participants discussed the future of the pharmaceutical industry through keynote speeches, roundtable discussions and sub-
forums. Beijing Ao He Research Institute was listed as one of the “2023 Top 50 Enterprises in Drug R&D Strength in China” and “2023 Top

20 Chemical Drug R&D Strength in China” at the conference.

ZECZFRACAEEREE2NTE- T EEARERHNTBERE - REHME -
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In June 2023, the Group participated in the 21st CPHI China held in Shanghai. During
the trade show, we communicated with exhibitors on our R&D capabilities as well as
our sale of APIs and intermediates, comprehensively demonstrating our full life cycle and
one-stop services as well as our advantages and capabilities in project implementation.
The event was beneficial to the Group’s further development as well as the growth and
advancement of the whole industry.

BRER5
Exhibition site
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As a responsible enterprise, Sihuan Pharmaceutical is dedicated to public welfare and
contributing to society while continuously improving its competitiveness. The Group
has been adhering to the corporate mission of “innovation for human health”. We
leverage our resource advantages and influence to collaborate with charity partners in
carrying out public welfare assistance in agriculture and education. The Group actively
responds to the strategy of rural revitalization, enhancing the educational standards of
the locations in which we operate. We also encouraged our employees to participate in
charitable activities actively to build a culture of devotion in communities. Moreover, we
support community development and sincerely engage in public welfare to build a better
life together.

Contributing to Social Development

Sihuan Pharmaceutical always adheres to the operation principle of “cooperation
and sharing” and actively engages in public welfare and charitable endeavors.
While firmly assisting in achieving the goal of poverty alleviation in an all-round
way and building a moderately prosperous society, we have not forgotten our
original intention of contributing to communities where we operate, continuing
to consolidate and expand the achievements of poverty alleviation, in a bid to
continuously contribute to rural revitalization. During the Year, with the support
of Meihekou Municipal Government, Jilin Jinsheng and Ambest Pharmaceutical,
subsidiaries of the Group, carried out agriculture assistance in Longtou Village of
Shuidao Town. After conducting an on-site visit and discussion, we made targeted
donations to the Meihekou Charity Federation based on the local industry’s
development plan. It aims at assisting the development of local villages in the
characteristic plantation economy in accordance with local conditions, supporting
village revitalization in Meihekou City, and comprehensively promoting the
implementation of the rural revitalization strategy.

B ) 4R O T 48 A iR B T4

Supporting Village Revitalization in Meihekou City
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At the same time, we acknowledge the significance of raising the standard of
education for the development of society. In order to expand the social impacts
of our public welfare investments and foster the sustainable development of
the education sector in the locations we operate, we have made consistent
investments in education. Jilin Sihuan, a subsidiary of the Group, jointly initiated
the establishment of the Jilin Meihekou Future Education Development Foundation
with the Meihekou Education Bureau and Meihekou Future Education Group
Co., Ltd. Meanwhile, Jilin Sihuan, on behalf of Sihuan Pharmaceutical, donated
RMB20 million to the Jilin Meihekou Future Education Development Foundation
as the original fund. The fund is mainly designed to support the development
of education in Mehekou in terms of talent training, scientific research, campus
infrastructure construction and social volunteer service, supporting the education
of Meihekou City constantly.

In addition, we emphasize the importance of regional collaboration and actively
promote the development of local economy with our own resource advantages. In
order to create a win-win situation together with our peers and help build a good
industrial ecosystem, we have transformed and upgraded the existing production
sites of Beijing Sihuan into an open park, and signed a Cooperation Framework
Agreement with the People’s Government of Tongzhou District on related matters
in 2022 to help the industrial upgrade. In 2023, we continued to promote
transformation and upgrading based on the principle of “exploring new ways of
urban renewal, efficiently utilizing the existing industrial space, and increasing
the land utilization rate”. In accordance with the latest industrial positioning of
the “Biomedical Health Industrial Park”, we are actively seeking resources from
various parties to enrich the industrial ecology of the park by focusing on high-end
industrialization projects in life sciences, synthetic biology, cellular therapy, sports
medicine, etc. At the same time, we plan to apply for the establishment of public
bonded warehouses in the park and the surrounding vacant land, and explore the
cooperation of investment, construction and operation of bonded warehouses
with multinational companies, so as to actively promote the development of the
local economy. We will also promote the effective utilization of the existing idle
apartment buildings in the park through investment, renovation and operation, so
as to contribute to the solution of the staff housing problem in the process of the
introduction of enterprises in the region.
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Devoting to Communal Public Welfare

By gathering public welfare efforts, we can build a better future. We are
well aware that the development of an enterprise is closely connected with
the community in which it operates. Improving the enterprise’s community
participation is crucial for the common development and progress of the
enterprise and the community. During the Year, on the occasion of the Jilin
Provincial Charity Federation’s 30th anniversary celebration, Jilin Jinsheng, a
subsidiary of the Group, donated RMB10 million to develop charity-related
undertakings in Jilin Province, aiming to promote the spirit of public welfare and
promote the construction of a beautiful society.

EMRFAEMEEEREER

Jilin Jinsheng Donates to Jilin Provincial Charity Federation
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At the same time, we always care about the livelihood of local people and
actively assist the development of local communities. Since Sihuan Pharmaceutical
launched its industrial layout for Meihekou in 2010, Sihuan Pharmaceutical and
Meihekou have worked hand in hand and achieved considerable development
in a good community atmosphere. While relying on the rapid development
of Meihekou, Sihuan Pharmaceutical has also continuously given back to the
community and Meihekou. It has repeatedly funded and supported flood fighting
and disaster relief, new rural construction, and educational development in
Meihekou, and has donated a total of more than RMB30 million to Meihekou.

Sihuan Pharmaceutical has always attached great importance to the well-being
of the general public, fully utilized its advantages as a pharmaceutical enterprise,
constantly demonstrated its responsibility with practical actions, and provided
strong support for the health and vitality of the community continuously. In 2023,
in order to support the development of sports, Sihuan Pharmaceutical made a
donation to the 19th Jilin Provincial Games, aiming at promoting the concept of
health for all, and was awarded the honorary title of “Outstanding Contribution
Award for the 19th Jilin Provincial Games” by the organizing committee of the
19th Jilin Provincial Games. At the same time, we always pay attention to the
public’s needs for medicines and continue to focus on public health. In 2023, we
donated self-produced Azithromycin and other medicines to the local community,
actively shouldering our responsibility as a pharmaceutical company to provide
free medicines for public health.
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Honorary title of “Outstanding Contribution Award for the 19th Jilin Provincial Games”
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In addition, we actively participate in various charitable activities with our
employees, encouraging them to actively contribute to the society in a wider
range of areas and with richer contents. During the Year, we encouraged
our employees to participate in brisk walking activities organized by the local
community, organized them to make donations to the underprivileged groups in
the society, and held a charity sale with the theme of “Sell With Love”, so as to
contribute to the development of the local community with our employees.
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In April 2023, Meihekou held the sixth “Trudge for a Bag of Milk” charity event. Nearly
ten thousand people formed hundreds of walking teams and walked 8 kilometers around
the city to spread love and warmth and offer a bag of milk for underprivileged children
every day. Sihuan Pharmaceutical responded to the call, actively signed up to participate
in the activities and made donations.

ITREIG
Walking activity
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Looking ahead, we will always adhere to the corporate mission of “Innovating
to Serve Human Health”, adhere to public welfare, give back to the society, and
fulfill our responsibilities as a pharmaceutical company. While helping China’s
medical and health industry flourish, we will also deliver more love and care.



RIGERE" Environmental area’
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2022
ALAEERY BERBEEE BRIAK 35,999.14 41,521.59
A1.1 Emissions Total exhaust gas emissions 10,000 standard cubic meters
“EeEmHERE I 7.27 22.38
Sulfur dioxide emissions Tonnes
RE/LYBHE I 30.03 40.64
Nitrogen oxides emissions Tonnes
BRI E i 4.01 6.21
Particulate matter emissions Tonnes
BEKBEREE i 497,717.60 520,205.40
Total wastewater discharge Tonnes
BLEFaE [ 24.63 35.56
Total chemical oxygen demand Tonnes
AAHNE I 1.90 1.88
Ammonia-nitrogen discharge Tonnes
AL2BEERBH K> REREBHNE (8E—) M-altmEs 45,601.81 52,191.66
A1.2 Greenhouse gas Greenhouse gas emissions (Scope 1) Tonnes of CO, equivalent
emissions? REREBHNE (BEZ) M-altmEs 58,465.86 71,100.59
Greenhouse gas emissions (Scope 2) Tonnes of CO, equivalent
BERBEFNE M-aftHEs 104,067.67 123,292.25
Total greenhouse gas emissions Tonnes of CO, equivalent
BE RS E WM-ftiEE WRARKTT 0.06 0.06
Greenhouse gas emission intensity ~ Tonnes of CO, equivalent/thousand RMB
revenue

o]

REYEGAEE -2 =F A HE_ZT_=FT+-_A=+-HAUENRBEBEEBENEAREN  SEBERASEERN HE11EE
ERE 3RWEAR 3ELHEAANPAREERS -

Scope of environmental data collection: the environmental data collected from 1 January 2023 to 31 December 2023 have been included in the Report,
covering the administrative and production areas of the Group’s headquarters, 11 affiliated production enterprises, 3 R&D companies, and 3 marketing
companies.

REREHNE (BE-)TEREETHE BERURBEIREN—RERER REREHNE (SBE ) EERINEE NERNER - SHBTR
RIEBERANHBEURITERAT AR - ENNAERBHN AU ZERERREBHMOQOOFEFHRIGEMELERIENEF) - Bk
MEBZE(PCCHRFAEREEEER)  MERANFERREBSE(WRIGEFR BRI B AEREHMGETREERV2.1) EtERERRE2E
BBBTACRIRAREMIBIZERES|) ©

The greenhouse gas emissions (Scope 1) come mainly from primary energy consumption of fixed equipment, vehicles and staff canteen, while the greenhouse
gas emissions (Scope 2) mainly originate from consumption of purchased electricity and heat and steam. The above data is sourced from relevant fee bills
and administrative ledgers. The greenhouse gas emission factors of electricity are subject to the “2019 Baseline Emission Factors for Regional Power Grids in
China"” issued by the Ministry of Ecology and Environment of the People’s Republic of China; the greenhouse gas emission factors of coal refer to the “National
Greenhouse Gas Inventory by IPCC"; the greenhouse gas emission factors of outsourced heating power are based on the “GHG Protocol Tool for Energy
Consumption by WRI (version 2.1)"; other greenhouse gas emission factors refer to the “Reporting Guidance on Environmental KPIs” released by the Hong
Kong Stock Exchange.
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2022
AMIBEEEY BEEEYRE W 467.38 536.08
A1.3 Hazardous waste Total hazardous waste Tonnes
BEREENERE TR/ MEARETT 0.25 0.25
Intensity of hazardous waste Kg/thousand RMB revenue
AAEEEEY: HESIR T8 200.29 248.00
A1.4 Non-hazardous Domestic waste Tonnes
waste? —RIXEREEEY [ 4,246.34 5,928.17
General industrial solid waste Tonnes
BEEEVES Wi 4,446.63 6,176.16
Total non-hazardous waste Tonnes
BEEENEE Fr/ BEARETT 2.39 2.83
Intensity of non-hazardous waste  Kg/thousand RMB revenue
A1 ERERER" BELEE FTRE 203,676,957.43  266,962,445.81
A2.1 Resource Total energy consumption kwh
and energy BEEEREE TRE 128,512,907.79  164,125,729.35
consumption* Direct energy consumption kwh
LilEE e TRE 75,164,049.64  102,836,716.46
Indirect energy consumption kwh
REFERE TRE/ K ARETT 109.47 122.39
Energy consumption intensity kWh/thousand RMB revenue
BHEE TRE 56,157,069.71 68,010,911.38
Total electricity consumption kwWh
HNEEER S TR 19,006,979.93 34,825,805.08
Purchased heat kwh
FUBRERE # 90,119.23 80,208.08
Gasoline consumption Liter
SRERE # 13,583.06 25,316.20
Diesel consumption Liter
BB ARERE Tr 10,348.50 13,635.40
Liquefied petroleum gas consumptionKg
EBANRERE MAK 6,584,176.86 7,588,152.98
Pipeline natural gas consumption Cubic meter
HERE i 11,778.00 16,343.00
Coal consumption Tonnes

TEC=FAEEERNGEREASEEERBEREER  ABESHNE  EIRERE BB NBRNEHEZT A LBERIRRE
HERNYEEEATRAN K AREAH2ZHRERERHEMNEIREFIAKE RGBT 2589-202045 & AL s H @A) -

In 2023, energy consumed by the Group include fuel consumed by fixed equipment, official vehicles and staff canteen, and purchased electricity, heat and
heating steam. The above data comes from relevant fee bills and administrative ledgers; the energy consumption coefficients are subject to conversion factors
provided by the International Energy Agency and the “General Principles for Calculation of Total Production Energy Consumption (GB/T 2589-2020)".
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A2.2 Water consumption®

AkE
Water consumption

K& E

Water consumption intensity

BEMH
Packaging materials

BEMHRE

A2.5 BFEMH
A2.5 Packaging materials

Packaging material consumption

intensity

HEHR
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By gender

RER
By age group

BB
By grade

RERER
By employment type

SR 762,227.91
Cubic meter

AR/ W AR T T 0.41
Cubic meter/thousand RMB revenue

1A 3,759.80
Tonnes

TR/ MaEARETT 2.02

Kg/thousand RMB revenue

Social area

and geographical region

3 42.76%
Male

8 57.24%
Female

30pREA T 17.79%
30 years old or below

31-507% 75.07%
31-50 years old

50BREA £ 7.14%
50 years old or above

HBERIA 4.18%
Director and above

KIBEE 15.98%
Manager and head

LT@MET 79.84%
General staff

20 98.64%
Full-time employee

i 0.04%
Part-time employee

'EE 0.35%
Intern

IKiE 0.97%

Dispatched employee

s AEBRAKEIEAMREAMK  NEBBIRAKEUEE BT HRIELEARITRE KL -

s The Group mainly uses municipal tap water and the above data is collected from water bills, financial reimbursement records and administrative ledgers.
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2022
731,438.95

0.34

4,487.01

2.06

B1.1 Total workforce by gender, employment type, age group
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2022
42.74%

57.26%

21.79%

72.35%

5.86%

4.71%

20.25%

75.04%

98.80%

0.06%

0.57%

0.57%



2022
R E & 99.90% 99.85%
By geographical region China
YE M R 0.10% 0.15%
Overseas region
RERE B+ 0.87% 0.96%
By educational qualification Doctor
[ 8.84% 9.66%
Master
NS 37.40% 37.16%
Bachelor
RERIAT 52.89% 52.22%
Academy and below
BI#ANE 2,872 3,313
Total workforce
B1.2 ZMHF - FEAFIRHERTH  B1.2 Employee turnover rate by gender, age group and
18 57 5 Lt 6 geographical region®
2022
=14 B e 24.71% 29.09%
By gender Male
=z 23.29% 26.01%
Female
RER 30 AT 37.76% 35.71%
By age group 30 years old or below
31-50 3% 20.06% 23.90%
31-50 years old
503K sk A £ 19.92% 32.64%
50 years old or above
Rt & H 23.90% 27.36%
By geographical region China
TGS [ 25.00% 28.57%
Overseas region
o BERKLEFAERAS  ZEREENRBAZ (BRZENEEAR+ZAIRENBHBAR) -
6 The calculation formula of employee turnover rate: the number of resigning employees of the category/(the number of employees of such category at the

end of the period + the number of resigning employees of such category).

—E-F
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2022

AT TR AR Work-related fatalities - -
FAITGBRANIIERE Lost days due to work injury = -
ZEEEEHH Production safety accidents = =
FELTREREBRAHK Annual regular medical checkups 1,788 1,997
FEBFRERBRAHK Annual occupational health checkups 979 960

B3 ZMFIRESHESIE DK Z B3 The percentage of employees trained and average training

BB LR ZFF658° hours by gender and employee category®
o —F
2022
SHEEESL  ALEHH
Percentage Average
of employees training hours
trained per employee
g el E 97.14% 28.20 96.89% 16.23
By gender Male
X 98.99% 28.97 99.22% 12.09
Female
RBAR BERIAL 80.87% 19.47 82.31% 16.66
By grade Director and above
KIEXE 96.44% 23.47 94.95% 14.56
Manager and head
L®ET 99.61% 30.34 99.27% 13.49
General staff
7 TR -FRBERTITHEN -
7 There was no work-related fatality in 2021.
8 RURESNZIEEBS L RZITFERHESEABE ARG TEI REBRESOZIEE B DL KX TR 86 E AR TEIARE EF -
8 The scope of statistics of the percentage of employees trained and average training hours by gender is offline training. The scope of statistics of the

percentage of employees trained and average training hours by grade covers both online and offline training.
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By geographical region
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B5.1 Number of suppliers by geographical region

I R
Overseas region
ik

Northeast China
i

North China
e

East China
South China
i

Central China
Gl

Southwest China
[licp!e

Northwest China

Other supplier indicators

Number of suppliers who signed the “Integrity Agreement”

B _F

2022

7 16

696 953

541 951

671 987

117 165

79 154

39 82

13 24
—E -

2022

1,744 2,841
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A1 General Disclosure

A1.2

A13

Al.4

A1.5

A1.6

FAERKREREHENR mAKRLEEES EFER
BEEREVNELESTNHRNETHETAGBEARE
ERBEE LRI EH -

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

BERUCY R AR A8 B PR TR B

The types of emissions and respective missions data.

B (BE) RepRBEE (BE2) REREHNE (AN
8 R (WEA) BE (MASESE BN SEREE) -
Direct (Scope 1) and energy indirect (Scope 2) greenhouse
gas emissions (in tonnes) and, where appropriate, intensity
(e.g. per unit of production volume, per facility).

FEEREEEMEE CAWEE
NEESEM  BHERMAHE) -
Total hazardous waste produced in tonnes and, where
appropriate, intensity (e.g. per unit of production volume,
per facility).

4) & (@A) = (4o

FELAEEEZEYES UETE) & (0@
NEESEM  BHERMAHE) -

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

) &EE (m

RRPET A E B IR R AE R E L B IRATEREA) 225K -
Description of emission targets set and the steps taken to
achieve them.

MR ERERBEEERYH L R
FERBE R REREL R IZFAREE TR -
Description of how hazardous and non-hazardous wastes
are handled, the waste reduction targets set and the steps
taken to achieve these targets.

FT&T 32 AR

BEHE

Disclosed

BE#E
Disclosed

BEHE

Disclosed

BEHE

Disclosed

EHE

Disclosed

B

Disclosed

B

Disclosed

HeAFT-RorREn BT
e rGR

Green Responsibility — Keeping
the Safety Mission in Mind and
Fulfilling Green Commitments

Pt %1
Appendix |

B 8% 1

Appendix |
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Appendix |
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Appendix |

BmeET-
R EEGR
Green Responsibility — Keeping
the Safety Mission in Mind and
Fulfilling Green Commitments
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Green Responsibility — Keeping
the Safety Mission in Mind and
Fulfilling Green Commitments

ZEREw - BT



A2 — I FE

A2 General Disclosure

A2.1

A2.2

A23

A2.4

A2.5

A3 — R EE

A3 General Disclosure

BRERAER(BIEEER - K E MR BEE -

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

REANESWEER,KEELR(NE - Beloh) 457
EUUTETRRGE) REE (MASESEM  FER
MeEtE) o

Direct and/or indirect energy (e.g. electricity, gas and oil)
consumption in total in thousand kWh and intensity (e.g.
per unit of production volume, per facility) by type.

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

R FTET LR RERA AR B IR R AEIE L B FAAER
ERE) 5 -

Description of energy efficiency targets set and the steps
taken to achieve them.

gt SRERE R KR B] B AR AA] R RE - LA e P RT 32 & KR
HABRKREDELRZAERIE TR -

Description of whether there is any issue in sourcing water
that is fit for purpose, water efficiency target(s) set and the
steps taken to achieve them.

X RATAREMEOEE CAUESE) R (WER) &4
EBEfIEE -

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

BEBETAHRERRAEREXNEATEHBE -

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

HlE B EDEHRBERRAERNERTZE LB RNE
BEAZENITH -

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

BEHE

Disclosed

BEHE

Disclosed

BEHE
Disclosed

BEHE

Disclosed

BEHE

Disclosed

B

Disclosed

B4

Disclosed

S

Disclosed

HEEE-FLReEn BT
ARG

Green Responsibility — Keeping
the Safety Mission in Mind and
Fulfilling Green Commitments

B 8% 1

Appendix |

Bt %1
Appendix |

MEREE-FLLEED BT
A

Green Responsibility — Keeping
the Safety Mission in Mind and
Fulfilling Green Commitments

MEEE-FLLEEH BT
"B EGh

Green Responsibility — Keeping
the Safety Mission in Mind and
Fulfilling Green Commitments

B 5% 1

Appendix |

BEeRT-FoL2Emn BT
BREAG

Green Responsibility — Keeping
the Safety Mission in Mind and
Fulfilling Green Commitments

BERT-FLL2Emn BT
BREAGH

Green Responsibility — Keeping
the Safety Mission in Mind and
Fulfilling Green Commitments



Ad— I FE

A4 General Disclosure

A4

Bl — =

B1 General Disclosure

B1.2

B REHEERARGHETAEEYENEARK
HEASEERBUE -

Policies on identifying and responding to significant climate-
related issues that have and may have an impact on issuers.

RRE P E RN BT AEEYENEARIFERER
N IEEITTE)

Description of the significant climate-related issues that have
and may have an impact on the issuer and the response
actions to be taken.

BREHM L RE BELEA TS R TSRS -
Z b~ IR A B E A 457 38 T A48 ) B IR 3R R 8 < i 3
TABERZENHEEEERBROHNER -

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

BmIR - EREE (A REERE) - FiRdn M= S
DHEEBE -

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

RIS FERAR KRB S HEERKLE
Employee turnover rate by gender, age group and
geographical region.

BEHE

Disclosed

BEHE

Disclosed

B4

Disclosed

S

Disclosed

B E
Disclosed

HEEE-FLReEn BT
ARG

Green Responsibility — Keeping
the Safety Mission in Mind and
Fulfilling Green Commitments

HEEE-FLL2En BT
ARG

Green Responsibility — Keeping
the Safety Mission in Mind and
Fulfilling Green Commitments

BREAT-BBATEN A=
BRKR

Empowering Talents — Stimulating

the Vitality of Talents and Sharing
the Development Results

LiE=d

Appendix |

k2!
Appendix |



B2 —fRiFE

B2 General Disclosure

B2.1

B2.2

B2.3

B3 — =&

B3 General Disclosure

B3.1

B3.2

FHARHZ2TIHEREURREREREBELEEN
WERMETHETABEAZENEMERZRROINEHR -
Information on the policies and compliance with relevant
laws and regulations that have a significant impact on the
issuer relating to providing a safe working environment and
protecting employees from occupational hazards.

BE=F (BREERFE) AT THMHABRILE -

Number and rate of work-related fatalities in the past three
years (including the reporting year).

ATEELTIERH -

Lost days due to work injury.

RIS B ERE T 28 - A RBEERTRE
BITE -

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

BRRTEE BT IEBE MBI - it
BAES

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

rUERREERERN (NEREERE PREEES) &S
MZIMEEB DL -

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

BRI REERNE D BEES TR TR -

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

BEHE

Disclosed

BEHE

Disclosed

BEHE

Disclosed

BEHE

Disclosed

B4

Disclosed

S

Disclosed

EHE

Disclosed

BEAT-HBEALEN H#H=E
EELES

Empowering Talents — Stimulating
the Vitality of Talents and Sharing
the Development Results

HEEE-FLRa2En BT
e eI

Green Responsibility — Keeping the
Safety Mission in Mind and Fulfilling
Green Commitments; Appendix |

HEEE-FLR2En BT
e EGE  MTERI

Green Responsibility — Keeping the
Safety Mission in Mind and Fulfilling
Green Commitments; Appendix |

BEAT-HBEALEN #H=E
EEES

Empowering Talents — Stimulating
the Vitality of Talents and Sharing
the Development Results

BEAT-HBEATEN H=E
EIEPES

Empowering Talents — Stimulating
the Vitality of Talents and Sharing
the Development Results

BEAT-HEATEN HE
BRAR ¢ 1R

Empowering Talents — Stimulating
the Vitality of Talents and Sharing
the Development Results; Appendix |

BREAT-BEBATEN H=E
BRAR ¢ MR

Empowering Talents — Stimulating
the Vitality of Talents and Sharing
the Development Results; Appendix |



B4 —fEiFEE

B4 General Disclosure

B4.1

B4.2

—ARIRER

B5 General Disclosure

B5.2

B5.3

B5.4

RN IEETSRGISTHRERETFHETABTEAN BHE
FROBEBEELROINEHR -

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

relating to preventing child and forced labour.

R BRRIE G AR R E T RoRGIZ T - B
Description of measures to review employment practices to Disclosed
avoid child labour and forced labour.

B EMR B RR B BB AT EREE £ 8 - B
Description of steps taken to eliminate such practices when Disclosed
violations are discovered.

ERHEENIRE kAL BRECR B
Policies on managing environmental and social risks of the Disclosed
supply chain.

i E s D HEREAR - B
Number of suppliers by geographical region. Disclosed
M ERERHEENED MERTEHEEMNNMHE SHE
FEE ARBBEOOHRITRERTE -

Description of practices relating to engaging suppliers, Disclosed
number of suppliers where the practices are being
implemented, how they are implemented and monitored.
MABABSIHEESERGNREREERARNEN - SHE
ARAEBERITRERET A -

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

M EREHERSEEZARRERLREVED - SHE
AR RIT R ERN X -

Description of practices used to promote environmentally Disclosed

preferable products and services when selecting suppliers,
and how they are implemented and monitored.

BEAT-HBEALEN H#H=E
EELES

Empowering Talents — Stimulating
the Vitality of Talents and Sharing
the Development Results

BEAT-HBEALEN #H=E
BRKR

Empowering Talents — Stimulating
the Vitality of Talents and Sharing
the Development Results

BEAT-HBEALEN #H=E
BRMR

Empowering Talents — Stimulating
the Vitality of Talents and Sharing
the Development Results

WHEHF-IEFEELE K
TR

Progressing Together and Achieving
Win-win Results — Working
Together with Responsibility to
Create Prosperity for the Industry

k24!
Appendix |

WEHF-IEFEELE KA
TR

Progressing Together and Achieving
Win-win Results — Working
Together with Responsibility to
Create Prosperity for the Industry

WEHRF - BEFEETALE KA
GES L5

Progressing Together and Achieving
Win-win Results — Working
Together with Responsibility to
Create Prosperity for the Industry

WHEHRF - BEFEELE KA
THRER

Progressing Together and Achieving
Win-win Results — Working
Together with Responsibility to
Create Prosperity for the Industry



B6 —fZiF

B6 General Disclosure

B6.1

B6.2

B6.3

B6.4

B6.5

EHMRERERNRBORREELS  EE BRI
BEEURBERTENBIRRETHETABERTE
EVERERE R GINEH -

Information on policies and compliance with relevant laws
and regulations that have a significant impact on the issuer,
relating to health and safety, advertising, labelling and
privacy matters relating to products and services provided
and methods of redress.

EES D ERERBARTRAL2EREAMARKNE
ot e

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

EREMNERRRENRFEE AREHTTE -

Number of product and service related complaints received
and how they are dealt with.

Hi ot B 4 R N AR B RN EERE R AR B D -

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

o

Bl E SR T RERERBKER -

Description of quality assurance process and recall
procedures.

R & & ERHRIE RALR
JI0E

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

A RAHBIT R B

BEHE

Disclosed

BEHE

Disclosed

BEHE

Disclosed

BEHE

Disclosed

BEHE

Disclosed

B

Disclosed

EEEET-RBTmERE  351&
f B AR 2R

Health Responsibility — Adhering to
Quality Assurance to Lead a Healthy
Future

REET-BFTmERRE  5&
2 AR 2R

Health Responsibility — Adhering to
Quality Assurance to Lead a Healthy
Future

BEET-BFTmERRE  5&
i AR 2R

Health Responsibility — Adhering to
Quality Assurance to Lead a Healthy
Future

BEET-BFTmERRE  5|&
AR K

Health Responsibility — Adhering to
Quality Assurance to Lead a Healthy
Future

BEET-BFTmERRE  5|&
AR

Health Responsibility — Adhering to
Quality Assurance to Lead a Healthy
Future

BRERET-BFTmERRE  5|&
R AR K

Health Responsibility — Adhering to
Quality Assurance to Lead a Healthy
Future



B7 —fRiF

B7 General Disclosure

B7.1

B7.2

B7.3

B — &

B8.1

B8.2

BRADT IERRRR - BhER - HRAF ROL BB A UK Rl <y Y B
TABERZENEEEERBROENER -

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

RERPAHETASHEERBTEEENEITHA
RO E RFABER -

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.

APy E e R BRI - A RAERRMITRERE A -

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

Rt mEENRE TRENRESE -

Description of anti-corruption training provided to directors
and employees.

BENMEZ2ERTREEMTHEFEMBRIES
EBE B EFEABOR o

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.

EIFRESE (HE REFE SIHK #F b
m@t) °

2 B

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

EEITHBEMHAER (MEEHER) -

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

BEHE

Disclosed

BEHE

Disclosed

BEHE

Disclosed

BEHE

Disclosed

B4

Disclosed

S

Disclosed

EHE

Disclosed

RREE-FEEERE FHE
B R SR

Governance Responsibility — Laying
a Solid Foundation for Responsibility
and Fostering a Culture of Integrity

RREE-SEEERE FHE
7B [ IE SR

Governance Responsibility — Laying
a Solid Foundation for Responsibility
and Fostering a Culture of Integrity

REEE-SEEERE FHE
7B B\ IE SR

Governance Responsibility — Laying
a Solid Foundation for Responsibility
and Fostering a Culture of Integrity

REEE-FEEERE
BRIER

Governance Responsibility — Laying
a Solid Foundation for Responsibility
and Fostering a Culture of Integrity

AELE-KRFHg L m HE
FEIEE

Caring for the Society — Devoting
to Social Public Welfare for a Happy
Life

MELG - R m HE
EIFEE

Caring for the Society — Devoting
to Social Public Welfare for a Happy
Life

MEdg - Rt ENm HE
EHER

Caring for the Society — Devoting
to Social Public Welfare for a Happy
Life
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