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1.1

Wenzhou Kangning Hospital Co., Ltd. (“Wenzhou Kangning” or the “Company”) and its subsidiaries (together

the “Group” or “we”) are pleased to announce the Environmental, Social and Governance (“ESG”) Report (or the
“Report”) for the Year, which aims to summarize the Group’s initiatives and performance in sustainability and social
responsibilities and report to all of the significant stakeholders on the Group’s practices and accomplishments in ESG
during the Year.

Reporting Standards

The Report is prepared in compliance with the Environmental, Social and Governance Reporting Guide [l O O O
00000O0000D (hereinafter referred to as the “Guide”) set out in Appendix C2 to the Rules Governing the
Listing of Securities[{l 0 0 00 00D on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The
Report complies with all “comply or explain” provisions as set out in the Guide, the content of which conforms to the
reporting principles regarding “Materiality”, “Quantitative”, “Balance” and “Consistency” contained in the Guide.
Readers may refer to Appendix II: Hong Kong Stock Exchange ESG Reporting Guide Index of the Report for a quick

search.
The Report has followed the reporting principles in the Guide during the preparation process, including:

o Materiality: We have identified and disclosed the process and criteria for material ESG issues in our Report.
We have also identified and disclosed the results of significant stakeholder engagement in our ESG Report, and
have made targeted disclosures in the Report. The management has confirmed the applicability of materiality

assessment to the current year.

o Quantitative: The Group has disclosed the statistical standards, methods, calculation tools, and sources of

conversion factors for all information in the Report.

o Balance: The Report presents an impartial description of the Group’s performance during the Reporting Period
to avoid the choices, omissions, or presentation formats that may unduly impact the decisions or judgments

made by its readers.

o Consistency: Unless otherwise indicated, the statistical methods and standards for data disclosed in the Report
are consistent with those in previous years. If any changes may affect the comparison with previous reports, we

will make a clear explanation.



1.2 Reporting Scope

The Report presents the Group’s overall performance regarding sustainable development from 1 January 2024 to
31 December 2024 (the “Year” or the “Reporting Period”). Unless otherwise stated, the Report covers healthcare
business directly controlled by the Group, including Wenzhou Kangning, Cangnan Kangning Hospital Co., Ltd.,
Yongjia Kangning Hospital Co., Ltd., Wenzhou Yining Geriatric Hospital Co., Ltd., Yueqing Kangning Hospital
Co., Ltd., Pingyang Kangning Hospital Co., Ltd., and Pingyang Changgeng Yining Hospital Company Limited. The
scope of social key performance indicators covers the whole group. Please refer to the Corporate Governance Report
section in the annual report or the Group’s official website (http://www.knhosp.cn) for detailed information about the

corporate governance of the Group.

1.3 Reporting Language

The Report is released electronically in both Chinese and English. In case of any discrepancy, the Chinese version shall

prevail.

1.4 Approval of the Report

The Report passed the internal review procedures of the Group and was approved by the Board of Directors on 22
April 2025.

1.5 Release of the Report

A soft copy of the ESG Report is published on “Information Disclosure” under “Investor Relations” of the Company’s
official website (http://www.knhosp.cn) and the HKEx news of the Stock Exchange (www.hkexnews.hk).

1.6 Feedback on the Report

Your opinions on the Report will be highly valued. Please contact us via email (email address: ir@knhosp.cn) for any

inquiries or suggestions on the Report or the ESG issues of the Group.



The Group is a large-scale private medical group providing comprehensive specialized medical service for psychiatric

patients. Driven by the dual segments of psychiatric specialty and elderly healthcare services, the Group strategically
positioned itself for the transformation towards specialized chain clusters, and established a treatment service network
“based in Wenzhou, intensively cultivated in Zhejiang and radiated across the nationwide” by adopting a model of

chain operation that integrates online and offline, striving to become a practitioner of “Health China” undertakings.

While developing its business, the Group is also actively involved in public welfare and charity undertakings.
The Group has been launching various welfare and charity campaigns such as “Assisting Tibet and Xinjiang”,
“Psychological services for teenagers and children”, “Intervention and assistance for psychological problems” and
“Starlight of Dr. Deer (O O O 0O )” during the year. We have also independently developed a mobile intelligent mental
health platform-“Xinging Station” to provide borderless mental health services to the whole society. Currently, the
Group owns and operates 32 hospitals, including 25 psychiatric specialty hospitals, 6 geriatric hospitals and one

network hospital.

Group vision, mission and values

“Respecting Life and Serving Humbly” is our value. We advocate the equality and preciousness of life, and we respect
the uniqueness and sacredness of life as the supreme value. Blessing is the awe that is deeply rooted in the heart, the
respect for life within. Humility is a form of love, a conscious word and deed that is externalized from action and

protects life.

Our vision is to be the professional guardians of mental health. We are committed to becoming an outstanding leader
in the field of mental health, with our professional knowledge and skills, dedicated to protecting the mental health of
the people and escorting the development of a harmonious society.

It is our mission to provide dignified medical care to patients with mental disorders. It is not only the value of
our existence to provide dignified medical care to patients with mental disorders, but also our responsibility and
obligation. We will continue to be patient-centered and provide high-level medical care that reflects human dignity,

professionalism, and humanity, so that each patient can feel respect and care.



The following are the awards and honors received by the Group during the Reporting Period:

Award and honor

Awarding authority

Advanced Unit

2023 Top 10 Models of Digital Healthcare

2023 “Love Wenzhou — Charity and Medical Assistance”
Program Advanced Group

Special Food Clinical Application Demonstration Base of
China Nutrition and Health Food Association

Advanced Unit in Party Building

Member of the Wenzhou Collaborative Innovation Center

of National Center for Infectious Disease

Pioneer Worker in Zhejiang Province

2023 Enterprises with Outstanding Contributions

Wenzhou Municipal Association of Senior Health Science

and Technology Workers

China Times

Wenzhou Charity Federation

China Nutrition and Health Food Association

SDIC Chuangyi Industry Fund Management Co., Ltd.

National Center for Infectious Disease

Health Commission of Wenzhou

Zhejiang Provincial Federation of Trade Unions

Lucheng District People’s Government of Wenzhou City




Dear stakeholders,

2024 was an important year for the promotion of high-quality development of hygiene and health. Growing concern
on the quality of life and health and safety and a higher awareness of health management, especially the increasing
demand for diversified medical treatment such as mental health, full-course and full-cycle management of the
elderly, continued to drove demand for high-quality medical services and healthcare services. Supported by the social
healthcare policy, we actively responded to various challenges, fully leveraged our competitive advantages in our
professional and collectivized development, and kept improving the quality of our medical technology and services to

promote the sustained, steady and high-quality development of the Group.

We took the initiative to fulfill our social responsibilities and promote the sustainable development of the medical
service industry. As a token of our esteem on our business impact on the environment and society and commitment
to patients, employees and the environment on very occasion, we identified important issues related to ESG and
adopted a series of measures to strengthen our sustainability management by establishing close relationships with
various stakeholders. The goal was to contribute positively to society, focus on the well-being of our employees and
work with our stakeholders to promote the sustainable development of the healthcare service industry while growing
our business. We strictly complied with the regulatory requirements for greenhouse gases and proactively carried
out energy conservation actions. We commissioned a qualified third-party agency to dispose of medical waste to
ensure regulatory compliance and safety. Adhering to the concept of sustainable development, we fully implemented
our green operation commitments. At the same time, great emphasis was given to environmental education and we
strove to raise the environmental awareness of all employees. This approach not only embodied our green operating

philosophy, but also demonstrated our important undertaking to healthcare sustainability and social responsibility.

During the Year, Wenzhou Kangning conducted in-depth collaborations with universities and renowned experts to
jointly promote innovation. We actively recruited top talent in healthcare technology and innovation around the
globe. Our hospitals established overseas academician workstations and post-doctoral workstations and conducted
international cooperation with academician teams from Canada and the United Kingdom in the fields of brain
rehabilitation medicine, clinical application of Al in psychiatry and training of high-level psychiatric talent. We are
committed to building a team of experts with high academic standards, rich experience and extensive influence.
Sustainable development of medical industry is only attainable by the effort of talent and technology advancement.
The General Office of the State Council proposes to focus on the coordinated development of medical insurance,
medical treatment and pharmaceuticals, to promote the high-quality development of healthcare, and to enhance the
people’s sense of well-being and security; on the other hand, to encourage and guide enterprises and other social forces
to actively participate, promote mutual assistance services for the elderly and to promote the integration of medical

care and elderly care, providing a good development environment for our Group.



The Group is committed to becoming a practitioner who pursues for a “Healthier China”. We will adhere to the

concept of “solidifying the foundation and innovation, and moving forward with faith” and focus on our two core
businesses, namely, mental health care and geriatric care, with firmer confidence and pragmatic measures. We will
strengthen our refined operation and management model, continue to adapt to the new paradigm and innovate on
Kangning’s characteristic service model, and continue to enhance the Group’s core competitiveness with the guidance
of the core value, “Respecting Life and Serving Humbly”, and jointly open a new chapter in the Group’s high-quality

development with our colleagues.

GUAN Weili

Chairman

Zhejiang, the People’s Republic of China (“PRC”)
April 2025



4.1

4.2

Against the backdrop of increasing global awareness to sustainable development, the Group is committed to

implementing sustainable corporate management, always serving the community with integrity and trustworthiness,
and actively fulfilling its social responsibilities and obligations as a medical institution. We integrate the concept of
sustainability into every aspect of our business development, covering various fields such as medical team building,
medical service model innovation, medical waste treatment, green operation, medical supply chain and community
involvement. By making sustainability a core strategy in our day-to-day operations, we continue to improve our ESG

performance and strive to create lasting value and positive social impact for all our stakeholders.

Statement of the Board of Directors

In the continuous promotion of sustainable development, the Board of Directors continues to play a strategic leading
role. The Group continues to promote the integration of ESG concepts into its operation and management. The
implementation of these concepts will motivate us to keep improving our ESG management system to cope with the

increasingly complex sustainability challenges.

As the highest decision-making level, the Board of Directors not only shoulders the responsibility of setting the
strategic direction and supervision duties of ESG, but also undertakes the key duty of supervision and evaluation
tasks. The Board of Directors is responsible for reviewing and approving the ESG management guidelines and policies,
especially regarding ESG material issues. To effectively promote ESG work, the Board of Directors has established an
ESG Working Group to oversee and promote the implementation of ESG matters. The Board follows up and review

the progress of ESG practices on an annual basis to ensure that the ESG strategy is effectively promoted.

During the Year, we conducted a comprehensive review of the fulfillment of our environmental targets and proposed
feasible improvement measures based on the assessment results. Going forward, we will continue to track the progress
of each of our goals and strive to support the Company’s long-term sustainable development strategy. We firmly
believe that through the attention and active participation of the Board of Directors, the ESG concepts will be more

deeply integrated into our business and operational processes, so as to continuously create greater social value.

ESG System

We have issued the Notice Concerning the Establishment of the Environmental, Social and Governance Working
Groupl 00000000000 DO0OO00O0OOOOD and set up an ESG Working Group composed of executive
directors, general manager, and representatives from various functional departments. The establishment of the
Working Group bridges the communication gap between the Board of Directors, management, and different
departments, and builds a whole-process ESG management system that covers overall monitoring, evaluation,

implementation and review.



« Undertake all obligations towards ESG strategies

« Identify, evaluate, determine and review ESG-related
risks and goals

« Establish appropriate ESG risk management and internal
control system

« Evaluate and manage risks during operation
« Con rm with the Board of Directors the effectiveness of risk
management and internal control system

« Identify signi cant ESG issues

« Review and supervise relevant policies and practices

« Report to the Board of Directors and propose appropriate
suggestions on a regular basis

ESG Working Group

« Implement ESG policies

« Collect internal policies and data

« Give feedback on the effectiveness of policies and
provide recommendations for improvement

Each Department

ESG Governance Structure

4.3 Communication with Stakeholders

We understand that the voice of our stakeholders is essential in the Group’s sustainable development process. The
Group attaches great importance to the opinions and support of various stakeholders, and always maintains an
open and transparent attitude and actively communicates with our stakeholders. We take suggestions and feedback
from stakeholders seriously and incorporate them into the consideration of sustainable development strategies and

decision-making in order to optimize ESG management.



Stakeholders

Communication channels

Issues concerning ESG

Patients and their families

Daily operation/communication
Service center

Consultation group

Satisfaction survey and feedback form
Telephone

Customer service quality
Improving the management system
of complaints and disputes

Privacy and information safety
Quality medical services

Satisfying the needs of patients

Employees

Performance appraisal

Employee intranet

Employee communication meeting
Group discussion/meeting

Special consultative committee/panel
discussion groups

Volunteer activities

Talent incentives

Employee development and
trainings

Employees’ remunerations and
benefits

Employee diversity and equality
Employees occupational health
and safety

Shareholders/investors

Results announcement/corporate
communications

Meetings

Interim and annual reports
Shareholders’ site visits

Investment returns
Compliance operation
Technologies and innovations

Government and regulatory
authorities

Meetings
On-site investigation
Compliance report

Implementation of energy
conservation and emission
reduction

Contribution to community
Medical accessibility/inclusiveness

Counterparties/business
partners

Strategic cooperation projects
Lectures/seminars/workshops

Facilitation of industry
development

® Meetings e Exchange of industrial experiences
e Reports
* Visits
Suppliers e Supplier management procedures/ e Sustainable supply chain
assessment system management
e Win-win cooperation with
suppliers
e Green procurement
¢ Fair and open procurement
Media e Results announcement e Protection of ecological
e Press conference/press release environment
e Interviews with the senior e Information disclosures
management e Responsible marketing
Communities/ e Community investment plans ¢ Contribution to community

non-government groups

Community activities
Donations

Implementation of energy
conservation and emission
reduction

Medical accessibility/inclusiveness




4.4 Materiality Assessment

In the process of continuous improvement of our ESG management, the Group always attaches great importance to
the assessment and disclosure of relevant issues. Making reference to the disclosure obligations in the Guide and the
Materiality Finder of the Sustainability Accounting Standards Board (SASB), etc., combined with its own business
operations and the best practices of the industry, the Group assesses the impact of ESG-related issues on the Group
and its stakeholders. In 2024, the Group conducted a comprehensive review of ESG issues and the results of the
materiality assessment. As there were no significant changes in the Group’s business and operating environment
during the Year, both the ESG Working Group and the management confirmed that the results of the assessment of
ESG issues in previous years were still applicable to the Year.

The Group identified a total of 35 ESG-related issues, comprising 22 high material issues and 13 moderately material



Highly material issues

Moderately material issues

¢ Climate change

e Effective utilization of resources

e Up-to-standard discharge of wastewater and measures
for emission reduction

e Establishing and improving medical waste management
procedures

e Formulation of guidelines and objectives for
environmental protection

e Provision of competitive remuneration, benefits, and
promotion channels

e Setting up the School of Mental Health in cooperation
with Wenzhou Medical University to cultivate medical
talents

e  Employment in compliance with laws and regulations

¢ Employment relationship

e Provision of training and skill enhancement courses for
employees

e Safe working environment

e Attention to employees’ safety and health

e Establishment of a sound medical quality management
system

e Safeguarding customers’ legal rights and interests

e Safeguarding customers’ privacy

e Establishment of an effective mechanism for handling
customer complaints

e Emergency management

e Strict implementation of admittance and review
standards for suppliers

e Respecting and protecting intellectual property rights

e Allocating more resources to support the development of
neighboring communities

¢ Promoting health education

e Inclusive medical health services

Up-to-standard discharge of emission and measures for
emission reduction

Greenhouse gas emission reduction

Energy consumption

Utilization of water resources

Employee equality and diversity

Promotion of investment activities for the advancement
of the medical undertaking

Formulation of policies and systems for preventing
bribery, extortion, fraud, and money laundering

Service compliance

Business ethics

Enhancing sustainable operation capability

Economic performance

Engagement in public charity and volunteer activities

Corporate image




5.1

Compliance operation is the cornerstone of professional medical services. The Group attaches great importance to
compliance management and continues to improve the service standards of its affiliated medical institutions to provide
safe and reliable medical care for the public. We always maintain a humble and respectful attitude, firmly fulfill our
medical commitments, and effectively safeguard the rights and interests of patients and their families. At the same
time, we encourage medical staff to continue their studies and improve their clinical skills in order to provide better
health services to the people.

Service Quality Assurance and Improvement

We aim to be an outstanding leader in the field of mental healthcare. With our professional knowledge and skills,
we wholeheartedly protect people’s mental health and escort the development of a harmonious society. Therefore,
we attach great importance to and continuously improve the quality and safety of medical services. We continued to
carry out supervision and management of all our medical institutions in strict compliance with the Mental Health
Law of the PRCOO O ODIOO0O0OO0ODOOONOD, the Regulation on the Administration of Medical Institutions [ 0
00000000, the Detailed Rules for the Implementation of the Regulation on the Administration of Medical
Institutions (| 0 000000 0O0O0OOD, the Regulation on Responses to Public Health Emergencies (1 O 0 O O
000000000, the Regulation on the Handling of Medical Accidents @ 00 0 0O 0O OO O 0O, the Regulation
on the Prevention and Handling of Medical Disputes [ 00 0000000000 and other laws and regulations
relating to healthcare services. We only hire medical personnel with valid practicing qualifications to ensure that they
are competent to provide professional medical services. All medical personnel are required to comply with the relevant
code of professional ethics to protect patients’ rights and provide quality medical services.

Medical staff quality and management

Quality medical practitioners are fundamental to the delivery of healthcare services. In our operations, the health
and safety of patients is always the foremost consideration, and the medical institutions under the Group are staffed
by certified medical professionals, ensuring that each patient is provided with high-quality care. In accordance with
the hospital assessment standards and the relevant provisions of the Medical Quality Management Measures (] O [
00O0000D of the National Health and Family Planning Commission, we have established a Medical Quality
and Safety Management Committee (the “Committee”), which is responsible for the management and supervision
of medical quality and safety. The Committee also has formulated quantitative standards and scoring criteria for the
entire process of medical quality and safety, and integrated them with the clinical departmental target accountability
system to ensure the effective implementation of quality control measures. The Committee holds a wrap-up meeting
at the end of each year to continuously improve the “patient-centered” service concept and ensure the provision of
services that reflect human dignity, professionalism, humanity and a high level of medical care, so that every patient
can feel respected and caring.

To ensure the quality and safety of our medical services, we conduct regular supervision and assessment on our
medical staff at all levels. The content and details of the assessment shall be formulated according to the characteristics
of different professional positions. The Clinical Department Physician Behavioral Assessment 1 0000000
O O evaluates the medical safety, medical quality, and system implementation of clinical doctors; the Work Quality
Assessment Rulesl{ 0 0 0 0 00000 focuses the work attitude, professional quality, and academic level of medical
staff. We have formulated the Implementation Rules for the Management of Regular Assessment of Physicians
O00O0D000000000D, stipulating the process for verification and approval of physicians’ qualification
information, to ensure that doctors’ practicing qualifications and rights of prescribing are always valid.






In order to provide an open channel for patients or their families and the public to vent their negative feelings

towards our hospitals, and to listen to and deal with patients’ complaints and suggestions in a timely manner, the
Complaint Office of the Group has formulated the Complaint Management System [ 0 00 00 0 0 O ) with an aim
to coordinate and resolve the complaints from complainants (patients and their families and other related persons)
about the medical and nursing services, environmental measures and work practices of the hospital. The first inquiry
accountability system is implemented for the acceptance of complaints. The staff receives each complainant, verifies
the relevant information, fills in the Hospital Complaint Registration Form [ 00 000 O 00 truthfully, records
the case reported by the complainant truthfully, and has it confirmed by the complainant. After receiving complaints
from the Complaints Office, departments and personnel handling complaints will be responsible for investigation
and verification with facts as the basis, and laws and regulations as the guidelines, handle complaints fairly, protect
the legitimate rights and interests of both parties, and provide handling opinions in accordance with relevant hospital
regulations. The handling of general complaints does not exceed 3 working days. For more complex complaints that
need to be investigated and verified, the handling information or handling feedback will generally be reported to the
complainant within 5 working days. For complaints involving multiple clinical departments, it is necessary to organize
and coordinate relevant departments to jointly study the cases, and provide feedback to the complainants within 10

working days. Feedback is provided in forms such as phone calls, letters, or visits, etc.

Connecting with our patients and customers is our top priority as we enhance the experience of serving our patients
and customers. We are committed to continuously optimizing and improving our communication-related services
to meet their expectations. Every month, our Outpatient Department and Care Unit collect detailed statistics on
satisfaction rates and complaints/grievances through outpatient satisfaction questionnaires and telephone surveys,
report the survey results at the weekly meeting of the hospitals, and complete the Report on the Investigation and
Rectification of Patient Satisfaction 1 0 00 000 OO0 OO O. Furthermore, the hospital office summarizes
and analyzes the quarterly survey data to form a meticulous analysis report, which is announced at the service
quality management team meeting at the end of each quarter. The meeting focus on reviewing the satisfaction of the
previous quarter, in-depth analysis of the common problems and repeated complaints found in the survey, formulate
improvement measures, and timely track the implementation of various unresolved problems. Through this systematic
customer communication process, we are committed to improving service quality, accurately responding to the diverse
needs of patients and customers, and interpreting the Group’s core value of “Respecting Life and Serving Humbly”

through our actions.



5.2

Complainant

e s
88 5 from senior

Medical
complaint result

Medical
office

Medical

complaint procedures

Medical
complaint

Complaint
centre

Filling

Department
nmpl aint form

officer

Nursing officer

Communicate
with the
complainant
to resolve
the complaint

(Complaint center
takes the lead
in resolving
the complaint

Inform the

complainant and
department about
the result

Filling opinions
in handling
complaint

[¢ nmmmm ate Complaint
\\n h centre coordinates Dean in
S har.
complainant to investigate charge —
to resolve and handle

Filing by complaint centre

Submission to Councils

Process for Complaint Handling

During the Reporting Period, the Group received 215 complaints, 205 of which have been properly handled. In
the future, we will continue to improve our services, enhance the quality of hospital services, strengthen patient
communication, and provide more professional and comfortable services.

Data Protection and Privacy Guarantee

Given the increasing concern on information security, this issue and the related privacy protection are essential
attributes of our work. In our daily business operations, we carefully handle and strictly protect doctor-patient
information to ensure its security and confidentiality. We strictly comply with laws and regulations including the
Guarding State Secrets Law of the People’s Republic of Chinall D000 00000000000, the Regulation on
the Implementation of the Guarding State Secrets Law of the People’s Republic of Chinal D0 000000000
00000000 and the Regulations on the Protection of Computer Software of the People’s Republic of Chinal{l O
0000000000000 000. To further strengthen information security management, we have developed a
number of internal systems and policies, including the Rules for Safety Management Work of Information Technology
Department 0000000 0O0OOOOD, the Hierarchical Management System for System Operation Authority
pO00000OUO0OoOoOoOon, the Software Legalization Management System [ 0 00 00 00O O O 0, the Data
Extraction System [ O 0 0 0 O O 0 and the Security and Confidentiality System for Electronic Medical Records({ O
00000000000L. Such policies are designed to standardize the control over the operation authority of the
application system, the control over user authority, the control over server operation authority and the control over
database operation authority, so as to comprehensively upgrade information security management and ensure the
security and privacy of patient information are effectively protected.



In this era of rapid development of information technology, the importance of information security is becoming more
and more prominent. We incorporate information security management into our daily work and make continuous
improvement measures. This not only demonstrates our responsibility to our patients, but is also an important part of
our high standards of service. In order to strengthen the security of the electronic medical record information system
and the protection of patient privacy, we have formulated the Security and Confidentiality System for Electronic
Medical Records 0 00O O O0O0O0O000OOOD. Currently, the Group has achieved real-time uploading and
automatic backup of information to cloud computing centers and third-party storage centers. This system is to ensure
the efficient sharing of data resources and maintain data security under the premise of certain permissions. Through
these proactive measures, we aim to provide a safer and more trustworthy service experience for our patients.



In order to safeguard the legitimate rights and interests of our hospitals and promote the prosperity and development

of medical care, teaching and scientific research, we have formulated the Hospital Intellectual Property Right
Management System 0 D00 0000000 D. In addition, we have set up a key discipline establishment
management leading group to focus on the establishment of key disciplines and key support disciplines, and have
systematically approved and summarized scientific research projects to more effectively protect and promote the
transformation of scientific research achievements into applications. To ensure the quality of scientific research
projects, we have also set up a scientific research project review team to make suggestions on the formulation
of scientific research plans and project topic selection plans and conduct regular research on scientific research
status before initiating a scientific research project. During the Reporting Period, the Group initiated a total of 10

municipal-level scientific research projects and 2 intra-hospital scientific research projects.

On 13 May 2024, Kangning Hospital, an affiliated hospital of Wenzhou Medical University, and the Institute
for Health Development (0 0000 OO O) of Wenzhou Medical University jointly established the first Titled
Center for Translational Research in Patient-Reported Outcome Measures (D 000 0000000000000
00 ) in China. The establishment of the center was supported by Professor Li Xiaokun, academician of the Chinese
Academy of Engineering, and many well-known experts. Patient-reported outcome measures (PROMS) reflect
patients’ health status and treatment experience, and are now widely used in medical service quality evaluation
and drug review and other fields. After 2023, the ranking of the world’s best hospitals will be based on peer
review, patient experience, medical quality and PROMS results, indicating that PROMS has become an important
dimension of hospital evaluation. It is also a key indicator of China’s “Double First-class” hospital evaluation

system.

BMERAS
BE N ERY @R e

Prof. Li Xiaokun, Academician of the Chinese Academy of Engineering and President of Wenzhou Medical




5.4 Supply Chain Compliance

Supplier compliance is crucial in the course of business operations. We always attach importance to the compliance
of our supply chain and strive to build a legal and compliant supply chain management system. The Group strictly
complies with the Medicinal Product Administration Law of the People’s Republic of ChinaQ D OO0 0000000
0 O 0, the Regulations for the Implementation of the Drug Administration Law of the People’s Republic of Chinal{l
0000000000000 00D0, the Regulation on the Control of Narcotic Drugs and Psychotropic Drugs [ O
0000000000000, the Measures for the Administration of Toxic Drugs for Medical Use 1 0 0 0000
000000, the Regulation on the Supervision and Administration of Medical Devices | D 0000000000
and the Measures for the Administration of Permits for Medical Device Operation Enterprises 00 0000000
0000000 and other relevant laws and regulations. By strictly complying with these laws, we not only ensure the

compliance of our supply chain, but also further improve the overall quality and safety of our services.

To ensure the quality of medical services, the Group has formulated internal systems such as the Measures for
the Administration of Suppliers[(1 0 0 0 0 00O 00 and the Procurement Management System (( D 000000
to regulate the admission, procurement, and evaluation of business-related suppliers. The Material Procurement
Department conducts research and qualification assessment of new suppliers in accordance with the procurement
supplier management measures, and evaluates the distribution capability of suppliers; it establishes a list of qualified
suppliers, conducts quarterly assessments and annual reviews of qualified suppliers, and provides relevant opinions

based on the review results.

When selecting suppliers, the Group gives priority to factors such as production capacity, technical level, quality
assurance capability, production management, price and EP-compliant materials of the suppliers. Also, the Group is
deeply aware of the importance of managing environmental and social risks in its supply chain. During the selection
process, we consider its environmental and social responsibility performance, including compliance with national and
local environmental standards, implementation of green procurement, zero employment of child labor and forced
labor, provision of a reasonable working environment to employees, etc. Moreover, we conduct an independent
review of a supplier with a total contract amount of more than RMB300,000 in accordance with the Contract
Management System [l 0 0 0 0 0 0 0, and enter into an anticommercial bribery agreement with a supplier with a
total contract amount of more than RMB100,000 to prevent the occurrence of bribery and corruption through third

parties.



During the Reporting Period, the Group dealt with a total of 377 medical device suppliers. At present, the supplier

practice is implemented in only 121 suppliers of our headquarters and Wenzhou region. All of our suppliers are

domestic suppliers. Their distribution by region is as follows:

Region Number of Suppliers
Zhejiang Province 182
Guangdong Province 40
Hebei Province 37
Jiangsu Province 28
Shandong Province 20
Shanghai Municipality 16
Henan Province 13
Beijing Municipality 8
Hunan Province 8
Anhui Province 6
Jiangxi Province 6
Hubei Province 4
Sichuan Province 4
Fujian Province 3
Yunnan Province 1
Liaoning Province 1

5.5 Anti-Corruption and Corporate Ethics

The Group always strictly complies with laws and regulations, including the Anti-Money Laundering Law of
the People’s Republic of China I 00000 O0OOOOO0N, the Code of Conduct for Practitioners in Medical
Institutions 1 00000 00000O0O0OND, the Issuance of Notice on Nine Prohibitions on Strengthening the
Establishment of Medical and Health Ethics 00 000000000000 “000 70000, the Provisions on
Establishing Bad Records for Commercial Bribery in Purchase and Sale of Pharmaceuticals 1 000000000
0000000000000 and the Issuance of Notice on the Special Action Plan for Rectifying and Regulating
the Drug Market Order throughout the PRCO 0000 “000000000O0O0O0O0OOOOOOO”00OOO, to
eliminate any form of commercial bribery, bribery conduct and other acts of provision or acceptance of improper
benefits. We are committed to establishing an operating environment of integrity. During the Reporting Period, the
Group was not aware of any litigation or any cases of corruption, bribery, extortion, fraud, or money laundering

against the Group or its employees.



In the medical industry, the ethical conduct of medical staff is of paramount importance and is the cornerstone of

ensuring patient trust, thus, we put great emphasis on the development of ethical conduct of medical personnel.
Accordingly, we have formulated internal management systems, such as the Implementation Plan for the Construction
of Clean Hospitals( 0 0000000000 to clarify behaviors such as accepting kickbacks and disciplinary
sanctions. A fraud reporting hotline and e-mail channels have also been set up to encourage employees and all sectors
of society to report improper behavior, and we will strictly keep the identity of the whistleblower confidential. We
are well aware that strict medical governance involves not only improving the quality of medical care, but also
moral education, both of which form the cornerstone of a good doctor-patient relationship. We carry out regular
inspections and supervision to prevent any incident of corruption through internal management systems such as
the Implementation Plan for the Construction of Ethics 1 0 0 0 0O 00O OO 0, the Standards for Integrity and
Self-discipline[{l 0 0 0O 0 O O 0O O O, the Management System of Civilized Medical Practice@ 0 0000000000
and the Nine Prohibitions on the Establishment of Health Ethics{0 000 0000 OO 0. In addition, we regularly
conduct code-oriented training activities to enhance employees’ ethical awareness and professional responsibility. We
believe that the best way to serve our patients can only be achieved by combining medical professionalism with ethical

standards.

The Group attaches great importance to anti-fraud and anti-bribery controls in all business and management
activities. The General Manager Office of the Group has formulated the Anti-fraud, Anti-bribery and Whistleblowing
Management System 1 D 00 0000000000OD to regulate the professional conducts of the Company’s
directors, supervisors and employees, so as to enhance their awareness of compliance and their sense of responsibility
in performing their compliance duties. Employees and business partners of the Company can blow the whistle on,
complain on or report any fraud, bribery, or any misconduct and suspicious activities to the Company in the course of

its operations that they are aware of, by telephone or e-mail.






6.1

Employees are a key pillar of the Group. We attach great importance to the rights and well-being of employees and

are committed to creating a fair, inclusive, and harmonious medical team. We regularly evaluate our human resources
policies to ensure they are fair and reasonable. At the same time, we create a people-oriented working environment
and pay attention to the physical and mental growth needs of employees to build an open and inclusive team with our
employees. During the Year, the Personnel Department started to prepare the summary of the personnel work in 2024
and the deployment of the work plan for 2025, with a view to actively optimizing human resources management and
promoting common progress among employees. We believe that through comprehensive review and active initiatives
for optimization of human resources management, the work efficiency of our employees will continue to improve, and

their physical and mental health will also be properly safeguarded.

Employment Management

The Group always strictly complies with laws and regulations related to labor and employment, including the Labor
Law of the People’s Republic of Chinall 00000000 OO O, the Labor Contract Law of the People’s Republic
of Chinal 00000 0OOOOOOD, the Law of the People’s Republic of China on the Protection of Minors({ [
0000000000000 and the Provisions on the Prohibition of Using Child Labor@ D OO0 00000 O0.

To standardize and administer human resources and employment processes, the Group has formulated the Employee
Handbook @ 0O 0 O O 0 to regulate and manage the human resources and employment processes, such as recruitment,
dismissal, promotion, remuneration, and leave. During the Reporting Period, the Group was not involved in any
violation of any relevant laws and regulations relating to remuneration and dismissal, recruitment and promotion,

working hours, equal opportunities, diversity, anti-discrimination, etc.

As of 31 December 2024, the Group had a total of 4,869 employees. The percentages of employees by gender and by

age group are set out in the following charts':

Percentage of employees by gender:

" Male

B Female




Recruitment, Promotion and Dismissal

We aim to upgrade our human resource management. In accordance with the requirements of the national
standardization of medical quality, the Group focuses on the matching of personnel capability with their positions in
medical laboratory. Consequently, we select multiple channels to attract talent based on comprehensive factors such
as talent demand analysis and recruitment costs and have formulated the Recruitment Management Measures [] 0 [
0 00 O 0. During the recruitment process, the Group has always adhered to the principles of “fairness, impartiality,
and openness”, and earnestly evaluate whether the candidates’ academic qualifications, working experience, and
skills, etc. meet the requirements of the position they are applying for. During the recruitment process, the background
factors of the applicants, such as gender, age, nationality, religion, family status, race, marital status, and other

categories protected by law, do not affect the interviews, employment, and job opportunities of the applicants.

During the Year, in active response to the requirements of the the Hospital Work Objective Management and
Assessment System (| 0 0 000000000000, our Group Human Resources Department formulated a detailed
human resources work plan with emphasis on key areas such as talent matching, staff practical ability, quality of
middle-level cadres and human resources allocation mechanism. The Human Resources Department will lead relevant
functional departments to carry out differentiated evaluations focusing on the important work, difficult tasks and
outstanding contributions of the Group or the headquarters, so as to ensure that the best candidates are selected
for the positions. We recommend outstanding employees for promotion through a fair and reasonable performance
appraisal system based on corporate development plans and human resources needs, taking into account their
individual performance. At the same time, we implemented appraisal management through quantitative assessment of
work performance, and continuously improved relevant policies through employee feedback. These measures ensure
that we can effectively allocate human resources and improve work efficiency to better serve the needs of patients and

society.

Employees may resign at their own accord. Employees may terminate their employment relationship with the Group
at their own discretion, provided they reach an agreement with their supervisors and confirm their last working day. If
an employee chooses to resign, we will conduct an exit interview in a respectful manner to understand the reasons and
take the opportunity to optimize human resources management. We uphold the principles of equality and freedom
to ensure that all decision-making processes are open and fair. The Group’s resignation procedures are in compliance

with national laws and labor contracts.

To eliminate the use of child labor or forced labor, we rigorously vet the legal identification information of candidates
during recruitment. We sign employment contracts with each employee on a completely voluntary basis under the
working hours system to comply with the respective legal procedures. We value work-life balance and set reasonable
working hours for employees in accordance with labor regulations. If any illegal use of child labor or forced labor is
discovered, we will terminate the contract with the employees in strict accordance with the law, hold relevant persons
accountable, and safeguard the labor rights of the employees. We have also set up a reporting channel to encourage
employees to monitor and supervise and report any violations immediately. During the Reporting Period, there was

no case of child labor or forced labor discovered by the Group.



6.2 Caring and Welfare for Employees

We enroll our employees in the five insurance and one pension system stipulated by the State, which are endowment
insurance, medical insurance, work-related injury insurance, unemployment insurance, maternity insurance, and
housing provident fund, and make relevant social insurance contributions for eligible employees. At the same time,
we provide supplementary corporate annuity in accordance with the law. Employees are entitled to statutory leave,
such as annual leave, marriage leave, maternity leave, sick leave, paternity leave, and other types of leave benefits. In
addition to policy benefits, we provide employees with convenient living benefits, such as meal subsidies and housing
subsidies. We firmly believe that paying attention to the vital interests of employees will allow them to focus more on

their work. This is also our original intention to build a mutually supportive environment.

With an aim to ensure reasonable compensation to our staff, we have formulated the Employee Remuneration
Management System [ 0 0 00000 0O0. The system sets basic salary standards in accord with job levels and
flexibly allocates salary based on factors such as job allowance and skill improvement. We assess the performance
of employees through annual performance appraisals, which are customized according to the position and take
into account multiple indicators such as workload and quality. The Group regards the assessment results as an
important basis for the evaluation of outstanding employees and the adjustment of salaries and bonuses to stimulate
the enthusiasm and initiative of employees. We are committed to establishing a transparent and fair compensation
mechanism that not only attracts talented people, but also retains key employees. During the Reporting Period, we
flexibly launched various incentive mechanisms in the Group to enhance the loyalty of employees in key positions and
stimulate the vitality of the workforce. The main work achievements in 2024 are shown in the following table. In the
future, we will further optimize the performance accounting system, give full play to the role of performance-oriented

private hospitals in light of their flexible adjustment characteristics, and bette