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About the Report

Charmacy Pharmaceutical Co., Ltd. (the

Pharmaceutical™ or "Charmacy") (stock code: 2289.HK) is pleased to issue

"Company", "Charmacy
the Environmental, Social and Governance Report (the "Report" ) of the
Company and its subsidiaries (collectively, the "Group" or "we" ).

The Report mainly discloses the performance of the Group in environmental,
social and governance (the "ESG") aspects in 2022.

* Reporting Period

Unless otherwise indicated, the information and data in the Report covers the
period from 1 January 2022 to 31 December 2022 (the "Reporting Period™ ).

* Scope of Reporting

Unless otherwise specified, the information and data in the Report summarize
the performance of the Group in respect of corporate social responsibilities,
covering its principal operating activities.

* Basis of Preparation

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

* Principles of Reporting

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

respond to concerns of stakeholders of the Group.

Materiality: The Group takes characteristics of business into full account and
identifies current ESG materiality issues by communicating with stakeholders
in the process of report preparation, and finally determines materiality issues

as the basis for preparing the Report and responds to them through the Report.

Quantification: The Group has established a mechanism to obtain and review
ESG data, and where applicable, the Report discloses annual comparative data
to allow stakeholders to understand the progress of ESG management.

Balance: The Group reports in the Report in an objective and unbiased manner
to ensure that the information disclosed faithfully reflects the overall

performance of the Group from the perspective of ESG.
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Consistency: The quantitative information in the Report has been calculated
and disclosed in a manner basically in line with previous reports to enable
stakeholders to analyse and assess the performance of the Group at different
times. Changes and updates in the scope of any data are provided with

additional instructions for reference of the stakeholders.

* Involvement of the Board

The board (the "Board") of directors (the "Directors™) of the Company has
set up an ESG work panel (the “ESG Work Panel”) to plan and promote
various ESG work as a whole, deal with ESG statistics and collect relevant
information with all the related functional departments and subsidiaries to
guarantee the timeliness, completeness and accuracy in the disclosure of ESG
information. The ESG Work Panel meets regularly to exchange information
and best practices so as to supervise and review the ESG-related issues of the
Group, including but not limited to evaluating, prioritising and managing
material ESG-related issues (including risks to the Group’s business), as well
as examining and approving the ESG-related goals, targets, priorities, policies
and frameworks, as well as reviewing the progress towards their
implementation and achievement. During the decision-making process,
relevant ESG risks are fully considered and evaluated to maintain effective
risk management and internal monitoring systems. Through regular
communication with the senior management, the Board supervises daily
operation of the Group and if necessary, updates internal policies to handle
ESG matters.

* Contact

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

the following means:
Charmacy Pharmaceutical Co., Ltd.

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

Tel: 86-754-88109272

Email: ir@charmacy.cn
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About Us

Charmacy Pharmaceutical Co., Ltd. (stock code: 2289.HK) is principally
engaged in the pharmaceutical distribution business. It mainly distributes
western medicine, Chinese patent medicine and healthcare products to
downstream distributors and retail terminals, while conducting dealings in the
third-party logistics business of medicines and providing pharmaceutical
products related consulting services. Founded in 2000, over the past 23 years
of rapid development, it has become one of the leading pharmaceutical
distributors in the Southern China region. The Company adheres to the
development strategy of “Intensive Engagement in Guangdong Province and
Extensive Coverage across Surrounding Areas”, based in Shantou, it has
established subsidiaries in Guangzhou, Zhuhai, Huizhou, Foshan and
Shenzhen, and has four modern pharmaceutical logistics centers., all equipped
with Professional marketing service team, professional transportation
teams, and has a highly efficient delivery mechanism of delivering
pharmaceutical products three times per day for customers within a radius of
10 kilometers, twice per day for customers within a radius of 50 kilometers
and once per day for those within a radius of 250 kilometers. In addition, the
Company has a modern information system that covers the entire supply chain
for pharmaceutical distribution, including procurement, sales, warehousing,
transportation and delivery. Apart from that, the Company operates its own
B2B e-commerce platform “Charmacy e-Medicine” (3£ e %%), a platform
for customers to place orders online, make inquires and payment ,etc. In 2021,
the Company ranked top 40 among top 100 PRC wholesalers, in respect of
revenue generated from the principal business. The Company ranked the 6th

among the pharmaceutical distribution businesses in Guangdong Province.

In 2022, with its good reputation and excellent services, the Company was
selected by the Pharmaceutical Chain Circle Platform as (for three
consecutive years) a recommended pharmaceutical cold chain logistics
services enterprise in 2021-2022 and as (for four consecutive years) the best
logistics center (base) of pharmaceutical cold chain in 2021-2022; the
Company was recognized by the Pharmaceutical Chain Circle Certification
Center as (for two consecutive years) an excellent pharmaceutical logistics
and distribution enterprise in 2022 and as a modern pharmaceutical logistics
technology experimental base (center) in 2022; (for five consecutive years)
won the 2021-2022 Golden Ant Innovation Award for China’s Logistics
Industry conferred by the Organizing Committee of China (Guangzhou)
International Logistics Equipment and Technology Exhibition; and (for
eleven consecutive years) received the certificate of participation in
Guangdong enterprises’ growing business in good faith conferred by
Guangdong Provincial Federation of Enterprises and Guangdong Provincial
Association of Entreprencurs; Obtained the 2022 China Pharmaceutical
Supply Chain Sharp Enterprise issued by the Pharmaceutical Logistics Branch

of the China Federation of Logistics and Procurement.
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Stakeholders’ Engagement

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

A5 AR . understand their expectations.
FI 22 AHBE EETTR B RER
Stakeholders Means of Communication Expectations and Requirements
BUR /SR B LR AT e On-site examination HHEE e Compliance operation
Governments/ BRI . Active tax payment AN . Tax payment according to law
regulatory authorities H##imis% o  Daily communication
and reporting
B3R/ B&E R AR Er e General meetings A5 3R 4 e Financial results
Shareholders/ investors eI . Result conferences g i SRR fi o Safeguarding shareholders’
rights and interests
2N ) A ks . Company website WETRFETE o Sustainable corporate
& development
BN e Reportsand
announcements
B & At . Investor surveys
BT BEERE . Labor contracts PG5 . Equal Employment
Staf e EEENE. fRFE e Health examination and fe BB 2 4 e Health and safety
insurance
RITEI e Staff training Hhee st e Skill improvement
B IS e Staff activities Hr i Bl A A . Remuneration and benefits
H & 22 i . Daily interaction E LY . Career development
BEER AR A5 e On-site inspection WFREEKEE e Sticking to business
Suppliers/ partners commitments
TS . Interaction and exchange HAL R . Mutual benefit and win-win
Visits situation
AL R A . Supplier assessment NPT . Fair competition
DiECE . Market survey
BF P 5 e On-site inspection WP ¥R e Sticking to business
Customers commitments
I EHH) . Interaction and exchange HARS . Mutual benefit and win-win
situation
R A . Satisfaction survey JEE i . Product quality
4 R . Pharmaceutical products
promotion
HE /AR A it A 2 e Promoting community WEHLE ISR e Driving community
Communities/ citizens employment development
FLIE EH) . Community activities HE AL e Community interaction and
i communication
BENUM e Charitable activities
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*Communication with and

Stakeholders

Engagement of

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

mechanisms.

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

Group speed up the realisation of its sustainable development vision.

* ESG Materiality Issues

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

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

issues of the Group as follows (in order of priority):

. Product Quality and Safety

. Supply Chain Management

. Staff Health and Safety

. Staff Development and Training

. Compliant Employment and Staff Welfare

. Anti-corruption Measures

. Greenhouse Gas Emissions

. Utilisation of Resources and Environmental Protection

© 00 N oo O B~ W N e

. Waste Disposal
10.Tackling Climate Change
11. Social Welfare
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Environment

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

workplace condition for employees and heighten their sense of belonging.

* Emissions

m Exhaust gas emissions

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

and the corresponding period in 2021 are shown in the table below:

SR AT Bfr 2022 fE¥E 2021 SEHHR
Exhaust gas emissions Unit Data for 2022 Data for 2021
REMY T 12,200.51 11,853.46
Nitrogen Oxides (NOx ) kg
AN T 12.75 12.10
Sulphur Oxides (SO2) kg
TR T 779.89 750.51
Particulate Matter (PM) kg

FE s HE) IR IR R #E S RS Bl e UL S i
Conframig R, A8 LRI ) 2 (I8 = IR
B SUNERERIE WG 5] | TH T HIR R B TS .

F BT A £ [ {6 £ 248 ok =104 L o (B T S A5 I A
MBS RIE IV HFRORE, E R E A s
PEAEACIR IR AR, 1015 TR AT 2R S P PR 2 v
AR AN AT R, DUER R R A IR E. A
SR R RIG Z0 B T 4 L RGBT REURER Y, R ARBER TR AR
T Ao TEE R g B 48308 Y PRI RE U LT o R, AR L

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

Currently, all the diesel vehicles that are in use by the Group comply with the
National-IV emissions standard as required by the Ministry of Industry and
Information Technology of the PRC. Selective catalytic reduction system is
used in exhaust gas treatment and this system requires the use of diesel
exhaust fluid for exhaust gas treatment oxides to meet the national standards

on environmental protection. The Group also remains attentive to new energy
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vehicles in the market and replaces the existing vehicles with applicable new
energy vehicles when necessary considering the actual circumstances. At the
same time, the Group requires the drivers to refuel at the petrol stations
designated by the Group to ensure the oil standard and quality; and have the
most environmentally friendly driving habit to minimise vehicle idling

behaviors.

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

emissions.

Vehicle emissions and particulate emissions in 2022 were essentially the same
as those in 2021. We will continue to optimise operational efficiency and

achieve stable reduction.
m Greenhouse gas emissions

Gasoline and diesel and office’s power consumption are the Group’s major
sources of greenhouse gas emissions. The Group’s greenhouse gas emissions

for 2022 and 2021 are detailed in the table below:

R =R HER -KivA 2022 4EHUR 2021 FEHE
Greenhouse gas emission Unit Data for 2022 Data for 2021
R —— B W AL E
2,503.87 2,453.42

Scope 1 - Direct emissions tonnes of CO2e
I — — MR R WA — S A B
Scope 2 - Indirect energy tonnes of CO2e 4,327.20 5,207.23
emissions
0% = — HAh R EEHK WA — S A B
Scope 3 - Other indirect tonnes of CO2e 58.04 85.21
emissions
Hegs & W A AL R

o 6,889.10 7,745.86
Total emission tonnes of CO2e
EE (BEETAREERERN | W oSREEARER
EEEMHRED & o
Intensity (greenhouse gas tonnes of CO2e ,~ RMB 1.65 1.94
emission per RMB million of million of revenue
operating income)

FATin = RS A AR, PR R [ RRiEiE,
R ) R (TEBBR D, 550 Tt B HSOR I A R .
FERT REBCE & A OL T, IR IE 2 S Al A b 7
PURERGRTT 58 PRI I A E i AN 52 35 ek
FIFAR ) BB AR 5K S i 1 ASLAT PR SR 4 S50 20 RN AR
S BRSO B B S VR AR B B R AR B B 10 B B
Lot AR AT A B R AT I

Our greenhouse gas emissions target is to actively respond to the national
policy of “Carbon Emission Peak and Carbon Neutrality” (the "dual-
carbon") and strive to achieve negative growth in carbon intensity. Where
possible or appropriate, implement the following environmental protection
programmes in operations and maintenance: reduce carbon emissions in each
region: continuously improve the management mechanisms related to carbon
reduction, gradually integrate policy guidance related to the dual-carbon
target into the Group’s emission management, carry out low-carbon-related
publicity and training for partners and employees, and explore renewable

energy and carbon reduction technology opportunities.




2/ BIERERBERZE

#x cHmel  CHARMACY PHARMACEUTICAL CO.,LTD.

nE Y

T REURIRAMEIR S S 2021 477 A AR 1) gk
-

m Waste

The following table shows the major waste we produced during the Reporting

Period and the corresponding period in 2021:

TEIEA BAr 2022 fEBUR 2021 “EEUR
Indicator Unit Data for 2022 Data for 2021
EEREREVEE Vil 82.6 84.4
Total non-hazardous waste produced tonnes

FE ARWEEELEREAEE | MUOARETET 0.020 0.022
FEYIED tonnes/RMB million

Intensity (non-hazardous waste per

RMB million of operating income)

AP EEREENE LIVON 0.101 0.101
Non-hazardous waste produced per tonnes/person

capital

JR B BE SN AR Vil 2.17 3.88
Total amount of waste drugs destroyed | tonnes
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Our operating activities do not directly lead to industrial pollution; therefore,
there is almost no pollutants released into water and land or generation of
hazardous wastes. Hence, no relevant treatment has been adopted. The waste
mainly comes from the waste drugs of manufacturers or shippers, the waste
generated by logistics and daily office wastes and other household garbage.
Waste papers are mainly from the consumption of printing papers, label

papers, and delivery notes.

We carry out harmless treatment of waste drugs in accordance with the law,
appoint a professional third-party organization to destroy. We actively carry
out garbage classification work, call on employees to classify recyclable
garbage and non-recyclable garbage according to the garbage classification
standards, and the Company will proceed to conduct unified treatment to

avoid the impact on the environment.

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

reduce waste and be more environmentally friendly.

* Use of Resources

The energy consumed by the Group during the operations mainly includes
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gasoline and diesel for transportation vehicles as well as electricity consumed

in offices. The resources consumed are office water usage and logistics

packaging materials, which mainly include cartons.

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

the Reporting Period and the corresponding period in 2021:

AR B fr 2022 FEHE 2021 “FEUE
Indicator Unit Data for 2022 Data for 2021
i ot
268,680.37 235,083.05
Gasoline litre
UNEHLE- V& LN sk NI NRES E T 0.64 0.62
RMBO0’000 of gasoline consumed by operating income litre/RMBO0’000 ' '
S ATt
546,883.16 536,802.30
Diesel litre
BARM BB BB FTFES NI NR S E T L3l o
RMBO0’000 of diesel consumed by operating income litre/RMBO0’000 ' '
FHAR T
3,246.00 9,737.08
Petroleum gas kg
BARBETEZRAFTFEAHE TN T
RMBO0°000 of liquefied petroleum gas consumed by | Kg/RMB0’000 0.01 0.03
operating income
SHiEE S TE
5,171,742.97 6,223,525.70
Electricity purchased kWh
BARBELTERRALER T Ik, NI T
Electricity consumption per RMBO0’000 of operating | kWh/RMB0’000 12.39 16.41
income
FKE WA
54,343.00 59,470.92
Water consumption tonnes
BARBETERBAFKE L VNN VT 013 016
Water consumption per RMB0°000 of operating income tonnes/RMB0’000 . .
MESMSEMBEHE T
120,460.19 110,062.90
Paper materials used in outside packaging kg
FE EATARYEROANKEIERMEMERR | T/ ARETE
Intensity (consumption of paper packaging materials per | kg/RMB0’000 0.26 0.29
RMBO0’000 of operating income)
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Bl VLR IE 1B ER A BN B IR, .
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s R PiA O it o  BC A i 5

The Group is committed to its philosophy of conservation, high efficiency and

prevention of wastage of resources, and focuses on reasonable use of
resources in its business operations. Apart from the measures set out in the
section headed "Emissions" above, in order to promote resources saving, we
adhere to the principle of recycling and reducing waste, actively advocate the
green office model , enhance the staff’s awareness of energy conservation and
environmental protection, and formulate policies relating to environmental

management, such as:

1. Implementing the scheme of recycling used cartons. Usable second-hand

cartons are recycled and used in pharmaceutical warehousing, distribution and
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transportation at logistics centres;

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

signing documents and communications to avoid unnecessary printing;

3. Promoting the use of telephone and video systems. The use of telephone or
video conferences should be maximised to reduce the staff’s business trips so

as to reduce greenhouse gas emissions;

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

conditions to avoid energy wastage;

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

facilities; and

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

premises to enhance the staff’s awareness of water saving.

It was found from comparing the Group’s environmental indicators and
energy consumption in 2022 with those in 2021 that: Firstly, gasoline, diesel
and wrapping paper usage increased slightly, mainly because the Group’s
business volume rose over the prior year following the gradual lifting of
COVID-19 restrictions and items delivered, delivery routes and transportation
frequencies all increased synchronously; secondly, LPG, electric power and
water usage decreased, mainly because (1) canteens reduced the use of LPG
for fire; (2) the sprinkler systems installed on the rooftop of warehouses
effectively cooled down the temperature inside and thus shortened the time of
running central air conditioning. What’s more, motorized roll up doors
installed in warehouse areas reduced the leakage of cold air from inside,
resulting in less consumption of electricity; (3) unremitting efforts were made
to encourage water conservation. In terms of energy, the Group continued to
call for replacing LPG with electricity and natural gas. It also continued to
promote resource conservation by adopting an intelligent lighting control
system at the newly built Guangzhou Sorting and Delivery Center, which
enables a multi-scenario model specific to demand and controls and adjusts
different levels of brightness through intelligent switch of sensors to save
electricity, while using the solar photovoltaic system to supply electricity and
cut carbon dioxide emissions, thereby mitigating the global greenhouse effect
and alleviating environmental pollution. With respect to paper, the Group
completed more than 0.346 million approval processes through the online

documentation review system. Assuming that each process involves four-page
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documents for review, online review could save about 1.384 million sheets of
paper in total. The Group does not have any issue in sourcing water that is fit
for purpose.

During the Reporting Period, the Group has complied with the relevant
environmental laws and regulations, including but not limited to:
Environmental Protection Law of the People’s Republic of China ( ¢ H13E A
R AN B B 3% R 5% 7)Y ), Water Pollution Prevention and Control Law of the
People's Republic of China ({13 N RALFBIKTG GBi167%) ), Law of
the People’s Republic of China on Prevention and Control of Atmospheric
Pollution ( {93 A [QILFNE KSR T5 YeBiiRa1%) ), Law of the People 's
Republic of China on Prevention and Control of Environmental Pollution by
Solid Waste (€ HH#E N\ [N [ # B 435 YL BR BE B V675D ). During the
Reporting Period, the Group was not aware of any incident involving non-
compliance with the laws and regulations which would have a material impact
on the Group in terms of air and greenhouse gas emissions, water and land

discharges, and the generation of hazardous and non-hazardous waste.
Our water efficiency goal is to further improve water efficiency.

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

use and seek opportunities for the use of clean energy.

* Tackling climate change

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

will be able to achieve sustainable ongoing business development.

m Identification and potential financial impacts of major risks related to

climate change

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

may be interrupted, causing financial losses;

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

during transportation; and

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

suffering from a heatstroke when working under hot weather.

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

formulated and implemented the following measures:
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1. Regulate the Group’s response and procedure in relation to climate change-
induced contingencies and establishment of a contingency mechanism that is
centrally managed with responsibility division and swift response. Effective
preventive measures should be in place, so swift contingency response and

recovery may take place in case of unexpected incidents.

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

regular contingency drills and training for natural disasters.

3. Gradually eliminate high energy-consumption equipment and improvement

of resource-use efficiency.

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

Group’s assets.
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Employment and Labor Practices

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

* Staff Overview

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

As of 31 December 2022, the Group had a total of 817 staff members (As of
31 December 2021: 837). All employees are full-time, including 8 employees
who were engaged in post-retirement employment.

Number of staff/ Female: 364
Percentage of total number of staff: 44.55%
Number of staff / Male: 453

Percentage of total number of staff: 55.45%

2022 SEEE 2021 fEHIE
Data for 2022 Data for 2021
HA &
BT AE | SETHAABRELH BTAM | SETHAANBUCEH
Item Category
Number of staff Percentage of total Number of staff Percentage of total
number of staff number of staff
PRI R
68 8.32% 69 8.24%
Procurement personnel
FE N
220 26.93% 227 27.12%
Sales personnel
‘ PR R N B
(R o
Logistics management 398 48.71% 404 48.27%
Employment
and operation personnel
type P
WABs RATEUE BN &
Finance and 131 16.03% 137 16.37%
administration personnel
i
817 100.00% 837 100.00%
Total
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2022 EEE 2021 BB
Data for 2022 Data for 2021
EHH Sl
RTAE | HRTAANBREH HRTAE | HRTAAERH
Item Category
Number of staff Percentage of total Number of staff Percentage of total
number of staff number of staff
30 EMALLH
343 41.98% 371 44.32%
Age of 30 and below
3140 % (D)
296 36.23% 300 35.84%
Age of 31-40 (inclusive)
SRR 4150 B ()
132 16.16% 121 14.46%
Age group Age of 41-50 (inclusive)
51 bl b
46 5.63% 45 5.38%
Above age of 51
&E
817 100.00% 837 100.00%
Total
2022 FEHR 2021 B
Data for 2022 Data for 2021
HH el
15 8 T 48 B Hu sl 15 8 T4 A B Lu il
Item Category BTAE BTAB
Percentage of total Percentage of total
Number of staff Number of staff
number of staff number of staff
= BRI = A
RFEBERER 530 64.87% 532 63.56%
A Pearl River Delta
Number of
5
employees in 287 35.13% 305 36.44%
Eastern Guangdong
different
geographical ot
. 817 100.00% 837 100.00%
regions Total

m FVER SEEAL Kt # i e R R AR AR

JARE I, AR R BT R & 30.50%

(2021 “FE[FHH: 31.49%) .

geographical region is as follows:

is 30.59% (Corresponding period in 2021: 31.49%).

m Turnover rate of employees divided as per gender, age group and

During the Reporting Period, the total turnover rate of employees of the Group

| b bill 2022 PR LR 2021 FER LR
Item Category Turnover rate in 2022 Turnover rate in 2021
I H {8 Male employees 15.60% 19.20%
Gender & B Female employees 14.99% 12.30%

30 B M LLR Age of 30 and below 19.83% 16.67%
TFEE TR B RR LR .

31-40 B (%) Age of 31-40 (inclusive) 7.01% 11.03%
Turnover rate of employees of

41-50 & (%) Age of 41-50 (inclusive) 2.54% 2.99%
different age groups

51 kLl L Above age of 51 1.21% 0.80%
NEME R TR LR FRIL =¥ Pearl River Delta 21.89% 24.02%
Employee turnover rates in different
geographical regions H P Eastern Guangdong 8.71% 7.47%

14




2/ BIERERBERZE

#x cHmel  CHARMACY PHARMACEUTICAL CO.,LTD.

FE: SERIMR R = L(X)/E(X)*100%
L(X) = RZZE5 e B 0 BEER 8L
E(xX) = 1T P AEAE [ i B B IR AR B 0~ 21

o R E % 5L B TARA

AEEM R T (hEEANRICMBSENEL) - (REEA
RAMB GBS 75D SHERER, B [ AR
AR T BRI SENRAN ] IHISR I, JEiEA:
IS KRR A G ERE N, 1
TE8H . B BT BT B, REL
P, ROBEAR, AERE RS RN E . A
EEALABITER . Fhe . BEOHIRDE . REE, AR,
SrEBIRIU S SR AR B, BN R TEE AT AL
AR B .

AR B G T, AR o 2S T AL R 5E
SRl TPEEERL R SO R R B R TR & sy Eh
B, WIRESTEHIRIN . TAERR R KSR, G5B 4 A
e OREEAE RIS SRIE, Wikl B TITAENA . T
W TAFmREL. TIEMRIF. ARRERIES, RER
TREAEA MR . AL IUE fkiE 8 T5H
B R B IS, U Or b B T A VA S B i
Ho

AL R (P N RN BR A N ARTRD
(GRILEMETRE) 8E, SR THHEE T
PR, ZEIEFHAIRM 16 FBAOAR AN, 35 Al
HGH AR AL D0 e <5 BB AT Bk 5 1, ORI IS 4
BT A IR A 225K o 2022 47, ARG R SEEARTA FHE
B TR 5 TR DG, IRAR S AUER A AT
o) 4 FH 3 T B ) 55 TR0 0 3R R S 3 T sl
55 1, AGREREar H kR TR 25 L AR,

Note: Turnover rate (per category) = L(x)/E(x) *100%
L(x) = Employees in the specified category leaving employment

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

past two years

* Compliant Employment and Staff Welfare

The Group strictly complies with the Labor Law of the People’s Republic of
China ( {3 N RILFNEH 25 5)7%)), the Labor Contract Law of the People’s
Republic of China ({12 N RALFNEE 25 B4 [FV%ED ) and other laws and
regulations, and upholds the principle of "Open Recruitment, Fair
Competition, Merit-based Selection and Priority to Internal Recruitment” .
We recruit high-quality talents through multiple channels such as social
recruitment, campus recruitment and internal promotion, and appraise and
select candidates based on their moral traits, education background and
competence. We are committed to providing an equal employment
opportunity which advocates fair competition and anti-discrimination. The
Group strives to provide a fair and just working environment to our employees
free of any discrimination on the basis of gender, age, marital status, religion,
race, physical condition and other factors.

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

are firmly guaranteed.

The Group strictly complies with the requirements of the Law on the
Protection of Minors of the People’s Republic of China ( ¢+ #% A\ [ A1
A EUE N\ {#3#35:) ) and the Provisions on the Prohibition of Using Child
Labor ( {ZE1L{#F & THE) ), and expressly stipulates the minimum age
of recruitment to avoid the employment of minors under the age of 16. In
addition, we will inspect candidates’ ID cards and other identification
information during the interview to ensure their ages are in line with our
employment requirements. In 2022, there was no incident concerning child
labor or forced labor within the Group, and the Group has not discovered any
child labor or forced labor in the supplier either. If it is found that child labor
or forced labor is inadvertently employed, the Group will immediately stop
the work of such child labor or forced labor.
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The Group strictly complies with the Social Insurance Law of the People’s
Republic of China ( 3 A B3 A B #+1 & £ 574D ), Regulations on
Management of Housing Provident Fund ( ({57 A fE4 & B 441 ) and
other laws and regulations, and implements local rules on social insurance and
housing provident funds to contribute to social insurance, medical insurance
and housing provident funds in full for all employees based on relevant
regulations in order to guarantee their legitimate rights and interests.

The Group provides staff members with remunerations and benefits that are
competitive in the market and launches evaluation of outstanding staff
members to commend excellent staff members, managers and departments,
ensuring capable staff members receive the recognition and reward from the
Company for their contribution while they leverage their own value, which
will enhance the work enthusiasm of staff.

The Group cares for its staff and offers a variety of benefits, including birthday
and holiday gifts, wedding and funeral cash gifts, high-temperature subsidies
during summer, herbal tea and desserts, and travel fund for outstanding staff
members. The Group also carried out various employee activities. Despite the
impact of the epidemic in 2022, the Group still irregularly prepared for and
held various employee activities when the epidemic mitigated. Such activities
include traditional festival activities, employee birthday parties, marketing
speech skills contests, Oath-taking Rally activities, and training in first aids
for life safety and fire safety. These activities aim to better enrich employees’
cultural life and enhance their knowledge and skills in multiple dimensions.
The Group has set up a staff canteen to offer staff members free breakfast,
lunch, dinner and late night snacks. The Group also provides non-local staff
members with free staff dormitories which are fully equipped with amenity

features, ensuring that its staff has a comfortable work environment and

harmonious living environment, thereby enhancing the sense of belonging

among the staff.
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“All For Life” Non-profit First Aid Training

[4EpEan] KE ATEK

Employees attending the “Mid-year Oath-taking Rally”

SEuse

SH RSN [EAIER] K BTECR
Mid-autumn Festival celebration Father’s Day celebration Employees attending the “Beginning of the

year Oath-taking Rally”
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* Health and Safety

The Group strictly complies with the Law of the People’s Republic of China
on Prevention and Control of Occupational Diseases ( 2 A F LA B 5
I BTIREY ), the Regulations on Work-Related Injury Insurance of the
People’s Republic of China ( {3 A RILFNEH TG OrEs f%451) ), the Fire
Control Law of the People’s Republic of China ( {7 #E A [ ILFIBI W B%) )
and other laws and regulations, and takes various measures to safeguard the
health and safety of staff members in an active manner, so as to create a safe
and healthy work environment for the staff.

In order to protect the occupational health and safety of employees, the Group
purchases business accident and injury insurances for all employees, and the
insurance costs are fully paid by the Company. Regular physical examination
is organized to ensure that all employees at key GSP-related posts can meet
the corresponding requirements for health conditions. As a part of welfare
policies, a regular annual physical examination is also orgnaized for all
employees. In the high-temperature season, the Group provides employees
working outdoor and in high-temperature areas with subsidies, herbal tea and

medicines for heatstroke prevention according to their labor intensity.

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

is paid in full.

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

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

In case of safety accidents, the Group sends employees (accompanied by
colleagues) to the hospital for medical treatment on timely basis, and handle
the work-related injury and commercial insurance filing for employees as
soon as possible and follow up on the subsequent work-related injury
determination or application or commercial accident insurance claims. If an
accident is determined as a work-related injury, the Group declares the
relevant work-related medical expenses in time after the work-related injury
determination result is issued, and the Group reimburses the part of medical
expenses neither covered by work-related injury insurance nor by commercial
insurance. During the period of work-related injury, the number of days of
vacation and rehabilitation advised by the doctor is subject to the work-related
injury treatment. After the staff recovers, based on the will of the staff, the
Group will arrange the staff to engage in the original work or transfer the post
and reduce the work burden for the staff according to the actual situation.

If a safety accident occurs in a department or link, the Group orders the
relevant departments to find out the causes of and responsible persons for
accidents in time, and organize work safety training to strengthen the work
safety norms and requirements, so that specific persons at different levels are
responsible for work safety, and more efforts are made to eliminate hidden
dangers and prevent the recurrence of safety accidents, thereby reducing the
incidence of work-related injuries and ensuring employee safety to the
greatest extent. The departments and links causing serious accidents are held

accountable.

During the Reporting Period, novel coronavirus disease (COVID-19) broke
out from time to time. For the health of all employees, the Group continuously
paid close attention to the epidemic development, and took targeted epidemic
prevention and control measures according to the changes in different stages,
so as to ensure thorough understanding of all employees’ health status, nucleic
acid test results and daily body temperature monitoring data. Meanwhile,
employees were prevented from going to or passing through medium or high-
risk areas as much as possible. When someone indeed needed to travel there
under special circumstances, they took effective personal protection
measures, and the Group tracked their travel and exposure data in time and
took all necessary prevention and control measures to avoid the introduction
of the epidemic risk. Despite the shortage of resources during the epidemic
period, the Group distributed masks, antiviral medicines and other epidemic
prevention materials to employees, and effectively disinfected office areas,
reasonably classified and treated domestic and medical wastes, and
disinfected packages from the outside, so as to completely eliminate the risk

of infection and provide employees with a safe working environment.
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From 2020 to 2022, there was no major violation against the laws and
regulations related to the employee health and safety in the Group. The
personnel with work-related injury were properly arranged and compensated.
During the Reporting Period, there was no accident which led to the death or

serious injury. Besides, there was no staff claim due to such accident.

HH L-XivA 2022 FEEE 2021 4FEHER 2020 4EETIE
Item Unit Data for 2022 Data for 2021 Data for 2020
A TT# A B A 0 0 0
Number of people who died due to the work Number
THAE o

DA
Number of people who got injured due to the 7 7 5

Number
work
K TR T/ HE TAEH

o ) 183.50 124.00 45.00

Number of days lost due to work related injuries | Working days
K TR TAE THEH
Average number of days lost due to work related ) 26.21 17.71 9.00
L Working days
injuries

S R B

NA R FEFE RO F 77 o AR B EEE AR A3E
HrE B, MR TR RIS B AR, /AT
M RN SRR e, SR B B T A
&, RmEEaREME AR, T A TSI 5%

.
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* Development and Training

Talents are the core competitiveness for the development of a corporation.
The Group promotes the management model of learning corporation,
establishes a sustainable system for talent cultivation and offers extensive

training and learning opportunities to support their continuous studies and

improve their overall quality and skills for their positions, realising the mutual

development of the staff and corporation.

During the Reporting Period, the Group strictly implemented the epidemic

prevention and control regulations and reduced the unnecessary gathering

trainings. The average hours of training for each employee are 9.78. The staff

training is divided as follows as per the employee class and gender:
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Training Percentage of (Bfr: Training Percentage of (BApr:
HH | participants | training participants B participants | training participants =)
Item Category Average Average
training training
duration duration
(Unit: hour) (Unit: hour)
[ 522 UNE
Senior 5 0.61% 88.60 4 0.48% 30.36
management
BTES R R T
Employee Intermediate 129 15.79% 13.27 132 15.77% 3.87
Hierarchy employees
Wi & T
Ordinary 683 83.60% 8.55 701 83.75% 4.58
employees
5
He Man 453 55.45% 7.93 476 56.87% 3.84
Gender @
364 44.55% 12.08 361 43.13% 5.59
Woman
i B LEEH) m Training of New Employees
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In order to help new employees fully understand the corporate culture of the
Group and integrate themselves into the Group’s family as soon as possible,
the Group has established a training and management system for new
employees, in an effort to pay continuous attention to new employees during
the probationary period. Strengthening “communication and mutual
assistance" among staff members and fully implementing the mentor system
are beneficial to conduct business guidance and share experience, which will
help new staff identify their job duties, work tasks and goals. To this end,
communication meetings for new employees are organised on a monthly basis

to understand their dynamics and promote communications among them.
m Training of Management Trainees

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

strategy and business development.
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m Talent Team Building

The Group attaches great importance to talent team building. In 2022, the
Group carried out training in managers’ role awareness and skills upgrading,
marketing skills competition and other activities, and selected key personnel
in the Group for participation in outsourced training programs, so as to
improve the talent team’s capabilities, adapt to the Group’s strategic
development needs, support the rapid and steady development of the Group’s
future business, continuously promote the rapid growth of the Group’s talent

team, and continuously improve the comprehensive capabilities of the

management team.

|

BOZECR | BB

“Show Yourself” Marketing Skills Competition

Training on understanding

R A R R B e R T B

B i

managers’ roles and reskilling/upskilling
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Supply Chain Management

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

The Group’s product supply pipeline includes pharmaceutical manufacturers
and distributors. The Group selects the appropriate suppliers based on
comprehensive factors including its own purchasing scale, the supplier’s sales
policies including minimum sales, prices and sales discounts, payment
method and billing period. As at 31 December 2022, the Group had a total of
1,141 suppliers, of which 638 were pharmaceutical manufacturers and 503
were distributors.

THH kil 2022 ¥(#8 Data for 2022 2021 4EH# Data for 2021
Item Category BE (154 e (154
Quantity Proportion Quantity Proportion
[ 2 g 1 R A1 L
o ) 203 31.82% 214 32.13%
Proportion in Southern China
B4 ER H [ 2 ki A L
o ) 171 26.80% 185 27.78%
Pharmaceutical | Proportion in Eastern China
manufacturers | FF 5 7 B i [ 45 Lk
o _ 83 13.01% 84 12.61%
Proportion in Southwest China
H [ F At i A B
o L ) 181 28.37% 183 27.48%
Proportion in other regions in China
HH g bl 2022 ££8(#8 Data for 2022 2021 £ ¥(## Data for 2021
Item Category BE (=4 BE (-4
Quantity Proportion Quantity Proportion
r e 2 i A B
o . 369 73.36% 364 74.13%
Proportion in Southern China
r e 3 A A L
o ) 72 14.31% 68 13.85%
Sy SE L ER Proportion in Eastern China
Distributors | A [ 3 bt [ 45 L
o _ 23 4.57% 20 4.07%
Proportion in Central China
H ] F Akt [ A B
o o _ 39 7.75% 39 7.94%
Proportion in other regions in China
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The Group complies strictly with the requirements of laws and regulations
including the Drug Administration Law of the People’s Republic of China
( (e N R ILRNE 2 54 BV ) ), Good Supply Practice ("GSP™) (- (%
AR B HHIHE) ), etc. and it has established a strict qualification
review mechanism for suppliers to examine suppliers’ qualification and
conditions like sales personnel, etc. When necessary, it will investigate
customers on site to get a detailed knowledge of their staff quality and
production and operation condition and to examine them specifically on their

quality systems, validity and integrity of quality control, sales staff, etc. The
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Group monitors and controls risks in the course of operation, keeps an eye on
the operational development of its suppliers, and adopts prompt and
appropriate measures to stop procurement activities when we discover any
abnormal conditions. The Group also conducts quality appraisal of suppliers
on an annual basis and determines whether to continue the business
relationship with suppliers based on the appraisal results.

When conducting procurement, the Group will sign the Pharmaceutical
Commodities Quality Assurance Agreement ( € 5525 i3 i 2 B AR5 k) )
with suppliers, requiring suppliers to be responsible for the quality of the
products they provide within the period of validity, and for all the resulting
losses. Any supplier who supplies counterfeit and inferior products is required
to bear all legal and economic responsibilities and indemnify the Group in full

against any resulting losses such as fines and damages.

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

their circulation and environmental pollution.

The Group works closely with suppliers to monitor the overall performance
of their product and service quality, and also maintains communication with
them to identify and examine the environmental and social risks in the supply
chains for enhanced supply chain management. The Group will continuously
review and improve existing supplier management practices and review
existing procurement policies, and consider incorporating ESG issues and
indicators into supplier assessment. We aim to assess and manage potential
environmental and social risks in the supply chains to ensure that the

performance of suppliers is in line with the Group’s sustainability strategy.
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Product Quality and Safety

Pharmaceutical products are related to the health of residents. The Group
always adheres to the principle of "Quality First”, and is committed to
providing customers with quality products. In strict compliance with the
Pharmaceutical Administration Law of the PRC ( { t 3 A\ [ IR 28 7 &
vk ) ), Implementation Regulations on the Law of the PRC on the
Administration of Pharmaceuticals ( € #E A [ R B B8 ft 7 BEVE B it ik
%) ), GSP, Measures for the Supervisor and Administration of Circulation
of Pharmaceuticals ( {2 e §5 £ 7 #8172 ) ) and other relevant laws and
regulations, the Group has developed a series of documents on quality
management system, including Quality Management System, Quality
Management Procedures and Quality Management Duties, all of which are
principle-related regulations applicable throughout the entire pharmaceutical
operations, and strictly implemented quality management operating
procedures to ensure that the laws, regulations and relevant standards are fully
complied with during the pharmaceutical operations. The Group conducts
quality control and management in all aspects of the products, and makes
efforts in product quality assurance. The Group has also, with the assistance
of SAP information system, achieved the standardisation of operation mode,
and informationisation of the quality management during the whole procedure
according to the requirements of GSP to ensure that risks are controllable in
aspects of procurement, stock-in, storage, stock-out, delivery of products and

SO on.

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

review results.

During the receipt of goods, the Group strictly follows the Operation
Procedures on Receipt of Pharmaceuticals ( { Z& 5 Wi £ 8 /E L) ).
Acceptance of the goods will be conducted on a batch-by-batch basis
according to the delivery confirmation by cross-checking the accompanying
list from the delivery party, medicine inspection report and other documents.
During the acceptance, sampling and inspection on pharmaceutical products
will be conducted on a batch-by-batch basis according to the Operation

Procedures on Acceptance of Pharmaceuticals ( ¢ %% Balici e HFE) ), and

25



2/ BIERERBERZE

#x cHmel  CHARMACY PHARMACEUTICAL CO.,LTD.

A 1 A 0 O SRR AN AT B S A R 1Y
s, N BAA B SRR AR R R
25 AL IR GSP ME S B i )RR PR A A A
JE 5, e IR .

)

AR [ 7 E i Y Jek IR i B S 1Y ok 4 A X AT R A 1
BV Bohardr, SRR S BRI 2 AT A
BN [FlIRy, Y o o A 4 R BRI RO B . 2D
SR PR U, AR R R P ) BRI 2, $R
PV FRER . ¥ kAR B ORI A S B, R OR B2 S IE o
BREP AT AR

w ' B

FAE R A G B KT, A R A
4 o R PR AR A, I N AR B S A T
SRS G 7 Aot B TR SR, $2m 8 THISERK
1, W5 A G2 PR 4 o B R 4 R ) B B R 9 4 e

A I AR B AR R, T (LR
PR e EmI ) « (BN H B HI ) SR, Hif
B, B, SR A RIFEERE, "R E s,
MR EE 4y, EHEBERMBMR. AERBE SR
HIE AR AR TS E, B E AR, AR,
A AN B AR o B B M R, R
T, PRECH R R FRE M, NP rResk. MR, SR
JOE 5 = 1) 74 [ F) 2 ot % B i B S PO e 3 T
W REZE b, SRR PRI 6 1B [0 22 S G (M R %, G 42
dh B IR (W TR o R 2022 4ERE, %
- B (g FE 2 b 17 28 [ AT 2 5 A1 % SEWON 0.005%

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

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

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

requirements.
m Quality Training

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

Group’s ability on quality control and quality risk-prevention.
m Product Complaints Handling

The Group attaches great importance to the handling of complaints related to
product quality and has developed systems, such as Quality Incidents and
Complaints Management System ( { El & F#k. %37 2% ) ) and Drug
Recalls Management System ( (£ i 73 [F1 & #24] £) ), to regulate the dealing
procedures of quality incidents, complaints and recalls for drugs, in order to
enhance our service quality, ensure medication safety and improve after-sales
service system. The Group actively responds to quality enquiries and
complaints from customers. For quality issues found in quality inquiries,
complaints, spot checks and sales process, we will find out the causes, clarify
the responsibility, take effective measures and make proper records.
Meanwhile, if products voluntarily recalled by suppliers and problem
products notified by the drug regulatory authority of the recall, timely
measures should be taken to recover the drugs and make records, and report

to the drug regulatory authority (if necessary). In 2022, products that were
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recalled for safety and health reasons accounted for 0.005% of operating

income.

During the Reporting Period, the Group had received a total of 13 complaints

related to product quality which were all well-handled.
mProtection of Customers’ Information

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

services provided.
m Advertising

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

involve advertising related matters.

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

our customers is correct.

Anti-corruption Measures

The Group strictly complies with laws and regulations on the prevention of
bribery, extortion, fraud and money laundering including the Criminal Law
of the People’s Republic of China ( {2 A\ FCIL I ) ), the Ant-unfair
Competition Law of the People’s Republic of China ( {773 A\ R ILFIE [
ANIEE 55 592:) ), the Interim Provisions on the Prohibition of Commercial
Bribery ( B AZE (R E RIS AT AR AT HLE D ) and the Anti-Money
Laundering Law of the People’s Republic of China ( {7 #E A R B /e
5D ).

The Group has formulated systems such as the Administrative Rules on Clean
Practices (¢ HRIRE EEHLE) ), the Administrative Measures on Internal and
External Complaints ( { N4MHIFFE# ) ) and the Administrative Rules
on Gifts ( (#& B HHIE) ), requesting all employees to sign the Letter of
Commitment to Clean Practices ( {BRIE&#i &) ), which aim at regulating
the behaviors of its employees, promoting the self-discipline and law-abiding
and clean practices among its employees, as well as eliminating the
occurrence of various irregular and corrupted behaviors in the course of work

or business.
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The Group has set up a variety of complaints and reporting channels such as
hotlines, complaint boxes, instant messaging and emails to receive complaints
or reports about illegal behaviors of employees from its partners and internal
sources. After receiving complaints or reports, the relevant department
collects information and evidence on the issue to have a full understanding of
the entire process of the issue, and strives to get the facts of the complaints
clear and finally raises its suggestions of treatment based on the investigation
results.

During the Reporting Period, the Group provided anti-corruption training to
directors and all staff, through the promotion of the system of integrity
management or the provision of anti-corruption training materials. The Group
was not aware of any incident in relation to the bribery, extortion, fraud and
money laundering by the Company and its staff, nor had any corruption

lawsuits filed against the Group or its employees.

Intellectual Property Protection

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

system.

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

maintenance of trademarks to protect its own intellectual property rights.

Social Welfare

The sustainable development of a corporation would not be possible without
the support from the society. While being committed to its own sound
development, the Group also shoulders corporate social responsibility
proactively. The Group attaches great importance to its relationship with the
community by actively participating in community construction and
charitable undertakings and serving for community development, and make
social contribution with concrete action. For the year ended 31 December
2022, the Company and its subsidiaries actively participated in charity and
public welfare undertakings, and contributed money and materials amounting
to RMBO0.36 million to the society.

Shantou and Hong Kong jointly fought the epidemic and overcame the

difficulties

In February 2022, the ceremony marking the shipment of the first batch of
materials donated to Hong Kong in the “Shantou and Hong Kong’s joint fight
against the epidemic” operation was held at Charmacy Pharmaceutical.

Charmacy Pharmaceutical earnestly helped Hong Kong fight the epidemic by
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fully leveraging its remarkable advantages in the pharmaceutical circulation
industry: It pooled and allocated channel resources as quickly as possible, and
donated a large number of effective antiviral drugs to Hong Kong, so that the
residents in Hong Kong truly felt the thoughtful care from Charmacy

Pharmaceutical.
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Shantou and Hong Kong’s joint fight against the epidemic
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Inherited the tradition of CPC and fulfilled the original aspiration and

mission

On the occasion of the 101st anniversary of the founding of the Communist
Party of China (CPC), the Party Branch of Charmacy Pharmaceutical Co.,
Ltd., together with the Party Working Committee of Longxiang Subdistrict,
Longhu District, Shantou Municipality and China Resources Sanjiu Medical
& Pharmaceutical Co., Ltd., organized the commemorative medal issuing
ceremony in honor of those "having gloriously been a Party member for 50
years" and the solicitude expression to some Party members in the area under
the jurisdiction of Longxiang Subdistrict, extending high respect and holiday

greetings to them.

Charmacy Pharmaceutical has always been wholeheartedly devoted to
"creating a healthy and beautiful life", and shouldering corporate social
responsibility. In epidemic prevention and control, emergency relief, respect
and love for the elderly, creation of a civilized city, daily operation and other
work, Charmacy Pharmaceutical is ready to assume responsibilities and fully
plays a leading and exemplary role of the Party organization and Party
members. Therefore, the Party Branch of Charmacy Pharmaceutical was

recognized as an "Advanced Grassroots Party Organization in Longhu

District".
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"Having gloriously been a Party member for 50 years" activity and commendation of "Advanced Grassroots Party Organization in Longhu District"
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Expressed solicitude to some senior and poverty-stricken citizens at the

Mid-Autumn Festival

At the Mid-Autumn Festival for family reunion in 2022, Charmacy
Pharmaceutical and Rulong Community Neighborhood Committee of
Longxiang Subdistrict, Longhu District, Shantou Municipality jointly visited
senior citizens and poverty-stricken families, and presented them with festive
gifts (such as solatium, moon cakes, fruit baskets and daily necessities), and
extended best wishes and care to them from the Party, the government and

enterprises, wishing them a happy holiday.

HH K BT

Solicitude expression on the Mid-Autumn Festival
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Health gift packages
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Students receiving gifts

Helped students pursue their dreams

In September 2022, Charmacy Pharmaceutical, together with other major
manufacturers, sent health gift packages to end customers’ children who
succeeded in the college entrance examination, expressing Charmacy’s care
and wishes. In addition, Charmacy Pharmaceutical offered scholarships to
employees’ children to help them pursue higher education and wish them a
better future. In December of the same year, Charmacy Pharmaceutical
donated RMB18,000 to the children from poverty-stricken families in Luojing
Town, Luoding City, Yunfu Municipality, Guangdong Province to help them

improve their living conditions and study environments.

RN R 18,000 7T

Donated RMB 18,000

Responsibly ensured anti-epidemic supplies at stable prices

With the optimization of China’s epidemic prevention and control policies,
there has been a surging demand in Shantou Municipality for medicines
related to COVID-19 infection prevention and control since December 2022.
Under the correct leadership of Shantou Municipal Party Committee and
Municipal Government, Charmacy Pharmaceutical devoted every effort to
ensure the provision of medicines in short supply, and donated key medicines
to support the "10.30 concerted efforts to fight epidemic™ activity in Chaonan
District, fully fulfilling its corporate social responsibility for difficulty relief
with practical actions, and providing powerful support for the prevention and
treatment of COVID-19 infection in Shantou Municipality. Besides,
Charmacy Pharmaceutical distributed "medicine kits for epidemic
prevention" to all employees in time, effectively meeting the urgent needs of
employees and their families, and implementing the concept of "respect, care

for and kindly treat employees™ with practical actions.
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Thank-you letter and certificate from the Federation of
Industry and Commerce (General Chamber of

Commerce) of Chaonan District, Shantou Municipality
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Thank-you letter and certificate from the Red Cross

Society of Chaonan District, Shantou Municipality

NTE T 7 6L I A Bl 2 I 7 42 0 A B AR R 1
Thank-you letter from the prevention and control
supplies assurance group of Shantou Municipal

Command Office of COVID-19 Infection Prevention

and Control

Expressed solicitude to some senior and poverty-stricken citizens before

the Spring Festival

Before the Spring Festival 2023, Charmacy visited senior citizens and
poverty-stricken families in Rulong Community Neighborhood Committee of
Longxiang Subdistrict, Longhu District, Shantou Municipality, providing
them with solatium, cooking oil, rice and other daily necessities, asking about
their daily life and physical condition, and expressing greetings and sincere
wishes. Every year, Charmacy gives back to society, spreading the warmth

and love from Charmacy.

B AT HE AL T

Solicitude expression in Rulong Community
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ESG Reporting Guide Index of the

A2: Use of
Resources

FEm — RO K R R =
Aspect General Disclosure and KPIs Chapter
BRI
Environmental
Al: S A T 8 S Bl AR R K B s i HES A R BRI E AR | e
Al: Emissions SR Q)R S (o)l Sy B AT N A E RS ZE AR BV SR BB R Emissions
Information on (a)the policies; and (b) compliance with relevant laws and
regulations that have a significant impact on the issuer, relating to air and
greenhouse gas emissions, discharges into water and land, and generation of
hazardous and non-hazardous waste.
ALL HEBC AR BAH B HE B - Hese
Al.1 The types of emissions and respective emissions data. Emissions
ALl2 BEg: (HE O JKRelE: (HE 2) WEReiE (CMGETED | Hs
Ko Cnd@E D % Cin bl E s AL, BIHREETED . Emissions
Al.2 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).
AL3 FrEAGEBEY SRS (UMEED & Es) %% dnblsgE | Hw
HHAL, RIHERIEE D Emissions
Al1.3 Total hazardous waste produced (in tonnes) and, where appropriate,
intensity (e.g. per unit of production volume, per facility).
Al4 FrEASEBEYSEE (DMEED & Em) %% dnblsgE | Hw
AL, BEIEBRET D Emissions
Al.4 Total non-hazardous waste produced (in tonnes) and, where appropriate,
intensity (e.g. per unit of production volume, per facility).
ALS5 IR PTE] SLAHECE F AR K A L H BT R E) 2 BR Hewen
AL1.5 Description of emissions target(s) set and steps taken to achieve them. Emissions
AL6 I T L E BRI, KRR LR B R |
TEFIE L H BT IR 2 BR Emissions
AL.6 Description of how hazardous and non-hazardous wastes are handled, and
a description of reduction target(s) set and steps taken to achieve them.
A2: HiEfEH] ARUEHENE CBIERRE. KA AREMED FBOE. EIEAEH

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

materials.

Use of Resources

A2.1 FEETNE S B K/ BRI AR (R SRE) ARAER (BLT
AT IR RHED SO (bl B AL, IR D .

A2.1 Direct and/or indirect energy consumption by type (e.g. electricity, gas

or oil) in total (kwWh in> 000s) and intensity (e.g. per unit of production volume,

per facility).

B

Use of Resources

A22 HFEKE L (nblaE BB AL, BIERERH) .
A2.2 Water consumption in total and intensity (e.g. per unit of production

volume, per facility).

PR

Use of Resources

A2.3 R FTRT SLAREVRAE AT ek H AR X 21 315 L8 H AR TR P B

A
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A2.3 Description of energy use efficiency target(s) set and steps taken to
achieve them.

Use of Resources

A2.4 R SR I KR B PRI, LR TRT S /K Rk s B i
FiE L H AR PTER I P BR

A2.4 Description of whether there is any issue in sourcing water that is fit for

purpose, water efficiency target(s) set and steps taken to achieve them.

B

Use of Resources

A25 B AT AL SRR AR (CDAMRRT D Je (i@ D &34 BEAL
i

A2.5 Total packaging material used for finished products (in tonnes) and, if
applicable, with reference to per unit produced.

HIRAE

Use of Resources

A3: B ORAR
el

A3: The
Environment and
Natural Resources

VAR AT NI RS KR SR IR B EE K5 I BUR
Policies on minimising the issuer’s significant impact on the environment and

natural resources.

B

Use of Resources

A3.1 #hiR
HIATE
A3.1 Description of the significant impacts of activities on the environment and

R SE T IE B BRI RN BRI B S RS LA B R

natural resources and the actions taken to manage them.

PR AL
Use of Resources

Ad. RS

a1 B JEE S LA R T R S S AT N A B 8 ) B R SR A ] < L P BB

JEE SR A5 AL

B1: Employment

USCA DA A A 368 R AR PR () SR B ()33 <7 8 347 N AT R 22 AR A
RSB R

Information on (a)the policies; and (b) compliance with relevant laws and
regulations that have a significant impact on the issuer, relating to compensation
and dismissal, recruitment and promotion, working hours, rest periods, equal

opportunity, diversity, antidiscrimination, and other benefits and welfare.

A4.Climate Policies on identification and mitigation of signficant climate-related issues | Tackling climate change
Change which have impacted, and those which may impact, this issuer.
A4 iR A AT RE S IEAT N AR B B ORI e, S | B SR
T8, Tackling climate change
A4.1 Description of the significant climate-related issues which have impacted,
and those which may impact, the issuer, and the actions taken to manage them.
Zin_ 8
Social
B1: f@fi# A RRH A e . RIS S B TE ARG BRI, PEEREE . Zouth. o | SRR R AR

Compliant Employment and Staff
Welfare

BL.1 #00. (RME (AN lEai)  ARE AL At @2y i) (i B
KV

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

B TR
Staff Overview

B2: Health and
Safety

AT NA BB RO B SR R BB
Information on (a)the policies; and (b) 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.

BL.2 42, AEES AL R b S ) 5 1) f BR R LE B T
B1.2 Employee turnover rate by gender, age group and geographical region. Staff Overview
B2: f@pebizr 4 | HRARIE 24 LR IRE R AR Fa (i B ik G B SE M A 5 (V) () BBOK s R(b)ilisy i | f@ el 2 4

Health and Safety

B2.1 % =4 (WIGMEREL) FERTTHINBI LR,

e Fe Bl 2z 4
Health and Safety
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B2.1 Number and rate of work-related fatalities occurred in each of the past three

years including the reporting year.

B3: Development
and Training

B2.2 A TR T H . i e Bl 2z 4
B2.2 Lost days due to work injury. Health and Safety
B2.3 fifiid rRANHI ISR e S 22 A il DA SAHBR AT S B T i e Bl 2z 4
B2.3 Description of occupational health and safety measures adopted, and Health and Safety
how they are implemented and monitored.

B3: i | ARSI BEAT TR R B RE R BUR . SRR SINEE . e s

Policies on improving employees’ knowledge and skills for discharging duties

at work. Description of training activities.

Development and Training

B3.1 i R BRI CAnes g g . R A R #1951 3Zi e
HHEL.

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

GUIEYSEE |
Development and Training

B3.2 & Mo B EE 7y, B4R R 8 R AT R
B3.2 The average training hours completed per employee by gender and

employee category

BN eE
Development and Training

B4: %5 T4ER|
B4: Labor
Standards

A7 BRI B 11 2 T BGR 25 T (a) UK s K (b)3 < 3 54T A AT BRSO AR I
PR EYEIRTIIN

Information on (a)the policies; and (b) compliance with relevant laws and
regulations that have a significant impact on the issuer, relating to preventing
child and forced labor.

R I B A AR
Compliant Employment and Staff
Welfare

BA4.1 R AR A7 IS A A e AR G B T K oI 25 1
B4.1 Description of measures to review employment practices to avoid child
and forced labour.

B LRI B A AR
Compliant Employment and Staff
Welfare

B4.2 fifiid AE SR BTG DUIRE I BRAT B 5 D0 DT PR B 2 B
B4.2 Description of steps taken to eliminate such practices when discovered.

B LR O B R AR
Compliant Employment and Staff
Welfare

B5: LG
B5: Supply Chain
Management

7 T g ) B ST S A B
Policies on managing environmental and social risks of the supply chain.

A gy 3
Supply Chain Management

B5.1 &l & 7 I fLERT S .
B5.1 Number of suppliers by geographical region.

A gy 3
Supply Chain Management

B5.2 ik A RIS I BLIERT AOTEG], R U A R G R ALER B .
TR R B % B 5807 1

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

monitored.

A B T
Supply Chain Management

B5.3 fifiid A ol 31 1L A {352 6 P B 5T R &y B LA, LA AR
B 5T
B5.3 Description of practices used to identify environmental and social risks

along the supply chain, and how they are implemented and monitored.

A B
Supply Chain Management

B5.4 fifiid 7E % (L JOE P IRr (12 1 22 FH BRORE i SR RO TR 51, DL SR B A
B 5T

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

and monitored.

A B
Supply Chain Management
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B6: EmET

A B BB A 2 RIS IR e B e 4 R L AR B RARE B LA

a2

regulations that have a significant impact on the issuer, relating to bribery,
extortion, fraud and money laundering.

B6: Product VERIQ)BUR; (D)l s B AT N A B ZE AR BRVEHE S B I Bk Product Quality and Safety
Responsibility Information on (a)the policies; and (b) compliance with relevant laws and
regulations that have a significant impact on the issuer, relating to the health and | #F: &M Ed . EEFEA
safety, advertising, labelling and privacy matters of products and services | i FH A A< 4 B 35 7% 46 &
provided and methods of redress. Note: Advertising and labelling of
the products are not applicable to
the business scope of the Group
B6.1 U5 Bl L IEIA 7 i AR [R] 22 4= B fk R et iy (Rl WACF) 7 20 o JE i R R B2 4
B6.1 Percentage of total products sold or shipped subject to recalls for safety and | Product Quality and Safety
health reasons.
B6.2 MR I 8 i S IR OB LU T ik JE i R R B2 4
B6.2 Number of products and service related complaints received and how they | Product Quality and Safety
are dealt with.
B6.3 i idk B AfE: 7 K OR[Nl 2 HE A T O 1491 R R
B6.3 Description of practices relating to observing and protecting intellectual Intellectual Property Protection
property rights.
B6.4 iR & ki E R K i RSO JEE i e B A
B6.4 Description of quality assurance process and recall procedures. Product Quality and Safety
B6.5 fifiidt Vi B HhE Or b S RABEIRE, DA ROAH R B % R 2 5 1 JE i B e
B6.5 Description of consumer data protection and privacy policies, and how Product Quality and Safety
they are implemented and monitored.
B7: &&EVS HREAPT LGNS . B3R G S R BRI ()BUK : M ()T ST NAER | BR AR
B7: Anti- 2 AR B R A L R B R Anti-corruption Measures
corruption Information on (a)the policies; and (b) compliance with relevant laws and

B7.1 JiARE S N B 384T NECH R B4R I O a4 1 25 A R ECE
PSEIEIN P

B7.1 Number of concluded legal cases regarding corrupt practices brought
against the issuer or its employees during the Reporting Period and the outcomes
of the cases.

PR R

Anti-corruption Measures

B7.2 FiR I f i bl S SRR S, DA R A B R S T ik
B7.2 Description of preventive measures and whistle-blowing procedures, how
they are implemented and monitored.

PR R

Anti-corruption Measures

B8: Community

Investment

I i AR BB
Policies on community engagement to understand the needs of the communities
where the issuer operates and to ensure its activities take into consideration of

the communities’ interests.

B7.3 ik 7] ¥ o &% B AR S &5 B BRI R
B7.3 Description of anti-corruption training provided to directors and staff. Anti-corruption Measures
B8: fhEmHE A B DA [ 2 B AR AR A0 4 S P A0 A [ R AR L SEBR B & 5 AL IR | (el

Social Welfare

B8.1 HGFERATING (WA FH . BEHE. &5 LR, . b, #E5) .
B8.1 Focus areas of contribution (e.g. education, environmental concerns, labour

needs, health, culture, sport).

R /N

Social Welfare

B

B8.2 fE EGEAIRE T BN BN (e sRaie i) .

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

R /N

Social Welfare

B
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