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Important Notice

I. The Board of Directors (the “Board”), the Board of Supervisors and directors, supervisors
and senior management of the Company hereby warrant the truthfulness, accuracy and
completeness of the contents of this annual report (the “Report”), and that there are no false
representations, misleading statements or material omissions contained in the Report, and
severally and jointly accept legal responsibility.

I1. All directors of the Company attended the Board meeting.

I11. Grant Thornton (Special General Partnership) issued a standard unqualified audit report
for the Company.

IV. Mr. Zhu Baoguo (44%H), the person-in-charge of the Company, and Mr. Qiu Qingfeng
(BBEK=E), the person-in-charge of accounting work and the person-in-charge of the accounting
department (the head of the accounting department) declare that they hereby warrant the
truthfulness, accuracy and completeness of the financial statements contained in the Report.

V. Profit distribution plan or plan for conversion of capital reserve to share capital approved
by the Board resolution during the Reporting Period

Based on the audit conducted by Grant Thornton (Special General Partnership), in 2023, the Parent
Company generated net profit of RMB1,241,411,898.00, 10% of which was contributed to the
statutory surplus reserve, namely RMB124,141,189.80, the remainder of which, together with
undistributed profits for the last year of RMB1,968,175,713.20 and gain on disposal of other equity
investments of RMB1,245,892.23, subtracting cash dividends for the last year of
RMB336,792,056.76, is the profits available for distribution to shareholders for the year of
RMB?2,749,900,256.87. The Company plans to distribute cash dividends for the fiscal year 2023,
based on the total number of shares for dividend distribution, which is defined by the total shares of
Company on the equity registration date designated by the annual profit distribution plan. The
Company plans to distribute cash dividend of RMB1.80 (tax inclusive) for every 10 shares of to all
shareholders of the Company, and the remaining undistributed profits will be carried forward to the
following year.

V1. Risk declaration for the forward-looking statements

VApplicable oN/A

The Report contains forward-looking statements which involve the future plans, development
strategies, etc. of the Company, yet do not constitute substantive undertakings of the Company to
investors. Investors should exercise caution prior to making investment decisions.

VII. Whether there is non-operating use of funds by the controlling shareholder and their
related parties

No

VII1. Whether there is a violation of the prescribed decision-making procedures to provide
external guarantees
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No

IX. Whether more than half of directors cannot warrant the truthfulness, accuracy and
completeness of the Report disclosed by the Company

No

X. Significant risk warnings

There is no exceptionally significant risk that will have a material impact on the production and
operation of the Company during the Reporting Period. In this Report, the Company has elaborated
on the risks and countermeasures that the Company may face in the course of production and
operation, including industry policy risk, market risk, risk of safety and environmental protection,
risk in price and supply of raw materials and R&D risk. For more information, please refer to
“Potential risks” part in Chapter 3 Management Discussion and Analysis.

XI. Others
oApplicable YN/A
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Chairman's Statement

Dear shareholders,

2023 marked the first year of the implementation of the guiding principles of the 20th CPC National
Congress. China’s health undertakings made new significant achievements and the construction of
healthy China accelerated. This year, the pharmaceuticals industry underwent all-sector, full-chain
and full-coverage system governance, while industry-friendly policies were introduced frequently
amidst challenges and opportunities. Driven by policy support, scientific and technological
innovation, and market demand, the pharmaceutical industry system witnessed notable optimization
and upgrading, with innovation-led and high-quality development emerging as the prevailing theme.

In retrospect of 2023, Joincare adhered to its dual-drive strategy of innovative medicines and high-
barrier complex formulations, focusing on the high-quality development of the principal
pharmaceutical business. Overcoming challenges, Joincare not only achieved substantial
achievements in research, production, and marketing, but also enhanced its overall R&D capabilities
and innovation levels by leveraging business development channels to swiftly expand its R&D and
innovation pipeline reserves, which laid a solid foundation for the Group to achieve comprehensive
innovative transformation. Facing various challenges such as price reductions in key varieties due
to volume-based procurementand intensified competition in the APIs market, all employees of the
Group worked diligently and unitedly and made concerted efforts to achieve the Group’s annual
business objectives.

In 2023, the Group realized total revenues of RMB16.646 billion, representing a year-on-year
decrease of 2.90%; realized a net profit attributable to shareholders of the listed company of
RMB1.443 billion, representing a year-on-year decrease of 3.99%; and realized a net profit
attributable to shareholders of the listed company after deduction of the extraordinary gains and
losses of RMB1.374 billion, representing a year-on-year decrease of 3.18%.

We firmly believe that robust performance is the cornerstone of creating value for
shareholders and we are committed to providing shareholders with excellent returns. Based
on the operating results and overall financial position of the Group in 2023, the Board of Directors
proposed that we continue to adopt a stable profit distribution scheme in 2023. Specifically, a cash
dividend of RMB1.80 (tax inclusive) for every 10 shares will be distributed to all shareholders of
the Company, based on the total number of shares on the equity registration date designated by the
annual profit distribution plan for 2023. No bonus shares will be distributed and no conversion of
capital reserve into share capital will be carried out. The profit distribution scheme for 2023 is yet
to be reviewed and approved at the Company’s 2023 Annual General Meeting.

In 2023, the Group further carried out and practiced the dual-drive strategy of innovative
medicines and high-barrier complex formulations, implemented differentiated R&Dstrategy,
and created a diversified product matrix and a rich pipeline. In terms of R&D innovation, the
Group adhered to a development philosophy centered on R&D innovation, and differentially
deployed innovative medicines and high-barrier complex formulations through self-research and
introduction to achieve high-quality development.

We continued to increase our R&D expenditures and made breakthroughs in the construction of
several major platforms, including inhalation formulation, antibody, and sustained-release
microspheres for injections. In 2023, the Group made great progress on various innovative
medicines and high-barrier complex formulations in the R&D pipeline. In terms of innovative
medicines, llaprazole Sodium for injection (33 & A 3 3% #7 £ 44) with new indication and
Triptorelin Acetate Microspheres for Injection (734 FHEg & i 5 5 bR i 2K) with prostatic cancer
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indication were approved for launching; Recombinant SARS-COV-2 Bivalent (Original/Omicron
XBB) Fusion Protein Vaccine (CHO Cell) (ZEAHLHT 24 7tk 05 25 @l A 25 1 — A (JR B A% /Omicron
XBB Z 5F#%) % 1 (CHO 4 1)) was approved for EUA; and Aripiprazole Microspheres for
Injection (v 5 A B 7. R M 3 BK ) were applied for marketing launch. TG-1000 capsules and
Recombinant Anti-human 1L-17A/F Humanized Monoclonal Antibody Injection (EZL#Ht A IL-
17AIF N 54K B T A4 E 54 7K) had commenced the phase 111 clinical trials. In terms of high-
barrier complex formulations, Formoterol Fumarate Inhalation Solution (& & B A8 =45 & N 7E
%), Long Chain Fat Emulsion Injection (K4 lig [l L7 5HK) (OO) and Tocilizumab Injection (£
Tk 409 4 W) were approved for market launch; and Salmeterol Xinafoate-Fluticasone
Propionate Powder for Inhalation (V3£ % & <~ A3 % 571]) completed Phase 111 clinical trial
and was the first to apply for marketing launch after the issuance of new domestic regulations.

We are deeply engaged in the construction of innovative R&D technology platforms for innovative
and high-barrier complex formulations, so as to continuously improve our independent R&D
capabilities and competitiveness. In December 2023, Meloxicam Nanocrystalline Injection (3%
Bk S E SR, which was independently developed by the Group, received approval for
clinical trials. This success represents a significant breakthrough in the Group’s newly established
R&D platform for complex injections, injecting fresh energy into the Group’s progress in this area.
Meanwhile, Joincare Biopharmaceutical Research Institute also made a series of significant
breakthroughs in the field of synthetic biology. As of the end of 2023, the Institute had applied for
a total of 14 national invention patents (with 4 granted), 8 utility model patents (with 4 granted),
Moreover, the Institute obtained 1 software copyright and published 2 high-level academic papers.

In order to further deepen the implementation of the Group’s innovative development strategy, we
strengthened independent innovation and foreign cooperation to accelerate R&D innovation and
upgrading. In 2023, the Group successfully introduced innovative medicines such as TG-1000, a
new anti-influenza medicine, and DBM-1152A, a new dual-targeted medicine of LABA+LAMA,
further expanding the Group’s R&D pipeline in the sector of respiratory diseases. Additionally, the
Group actively expanded into new sectors, and obtained the exclusive licensing rights for FZ008-
145, an analgesic drug in the Greater China region.

In terms of marketing innovation, in 2023, the Group continuously consolidated its user-centric
digital marketing system and promoted steady performance growth with brand building. In the
respiratory drug sector, the Group continued to promote the construction of its digital marketing
platform through the establishment of a flat management ecosystem and the acceleration of digital
marketing and other measures. Leveraging digital tools, the Group expedited its marketing progress.
Meanwhile, through analyzing patients’ feedback on medicine taking and focusing on public
awareness campaigns on respiratory diseases, the Group offered entire-process services from
disease awareness to disease treatment, ultimately improving our brand recognition and influence.
In the health care productsand OTC segment, the Group accomplished a successful marketing
reform, showing robust growth in sales revenue. Through ongoing optimization and enhancement
of its marketing strategy, which integrated online and offline channels, the Group established a data-
driven DTC brand digital marketing system centered on user engagement. This initiative injected
new vitality into the brand, resulting in significant performance-driven outcomes.

In terms of international expansion, the Group steadily accelerated its internationalization strategy.
In 2023, the revenues of the Group from overseas operations were RMB2,584 million, representing
15.64% of the Group’s revenues from principalbusinesses.

In addition to maintaining its existing strengths in APIs exports, the Group proactively promoted
the global planning and strategy for our key formulation products. In 2023, 4 chemical formulations
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of the Company were approved for registration in overseas markets, and 14 new registrations were
submitted. Among them, Compound Ipratropium Bromide Solution was completed the registration
review in Philippines and obtained the registration approval in January 2024, Levosalbutamol
Hydrochloride Nebulizer Solution was submitted the registration application in Macao and obtained
the registration approval in February 2024, and Cetrorelix Acetate for Injection was submitted the
registration application to the United States.

Leveraging the opportunity of the successful issuance of Global Depository Receipts (GDRS) on
the Swiss Exchange in 2022, the Group’s Investor Relation Team actively engaged in overseas
roadshows in countries such as Singapore, the United Arab Emirates, Switzerland. They showcased
the Group’s business model, financial condition, and development strategy to overseas investors,
effectively enhancing the Group’s international visibility and influence This initiative received
positive responses from a wide range of investors.

In addition to commitment to business development, we actively participated in social welfare
undertakings, effectively fulfilled our social responsibilitiesby integrating ESG concepts into
our strategic planning and daily operations. As a leading manufacturer of inhalation formulations
in China, we consistently upheld our commitment to serving the nation and its people as a
pharmaceutical company. Following the inclusion of three inhalation formulation products, % &7®,
FFHM®, and T % % ®, in the fifth round of national volume-based procurement, and the
inclusion of 4% iE® in the seventh round of national volume-based procurement, Levosalbutamol
Hydrochloride Nebulizer Solution (3hE& /e ¥b T il 55 A6 A K) successfully won the bidding
in the ninth round of national volume-based procurement. As of the end of 2023, Tobramycin
Solution for Inhalation (*Z A7 % =MW AR) (& 7] %®), the first independently developed inhaled
antibiotics in China, was included in the latest National Reimbursement Drug List. This
development is anticipated to enhance the drug’s accessibility and offer more convenient and
effective treatment options for a large number of patients. In 2023, the inhalation formulation
segment of Joincare recorded a revenue of RMB1,741 million, representing a year-on-year increase
of 48.35%. This also means that more and more Chinese people are using domestically produced,
high-quality and affordable new drugs.

To improve public awareness of chronic disease diagnosis, treatment, and management, the Group
orderly conducted public awareness campaigns through academic publications, public welfare
actions, and the promotion of science popularization, thereby raising public health awareness and
advancing universal healthcare development. As of the end of 2023, “Respiratory Experts’ Views”
(" £ 2K 40), a public welfare patient education platform in the domestic respiratory diseases
sector under the Group, which is the first of its kind in the industry, has collaborated with over 5,000
doctors in popularizing the scientific concept on the prevention of chronic respiratory diseases
among millions of followers. It focused on chronic obstructive pulmonary disease (COPD), asthma,
bronchiectasis and other respiratory diseases with high morbidity but low awareness and rate of
standardized treatment, so as to support the “Healthy China 2030 initiative.

Over the years, we have always kept in mind our responsibilities as a corporate citizen, actively
responded to national call, and continued to devote ourselves to the construction of healthy China
and the rural revitalization plan. Leveraging our industrial strengths, we consistently launched the
“Access to Public Welfare for Chronic Diseases Prevention and Treatment (3 24895 7 75 /A 7 il
H)” program. This program currently covers 8 provinces and 4 autonomous regions in China,
effectively easing the financial burdens of low-income households and solidifying the gains made
in poverty alleviation efforts. In 2023, the Group’s public welfare donations amounted to
approximately RMB25.9846 million.

As we look forward to 2024, the international situation will be complex and unpredictable,

7



Joincare Pharmaceutical Group Annual Report 2023

presenting various challenges to the development of China’s pharmaceutical industry alongside new
opportunities for growth. This year, for the first time “innovative medicines, bio-manufacturing,
and life sciences” were collectively mentioned in the government work report during the National
People's Congress and the Chinese People's Political Consultative Conference indicating potential
breakthroughs for the industry. The Group will stay true to its original aspiration, be poised to seize
opportunities, and steadfastly commit to achieving high-quality growth objectives by anchoring to
the two pillars of “innovation” and “internationalization”, so as to promote the Group's all-around
innovation and transformation.

Firstly, we will continue to increase investment in innovation to improve R&D and business
development capabilities, boost the Group’s R&D employment across various segments, and
continuously enrich and consolidate the Group’s innovative product pipelines. Secondly, we will
transform and upgrade our intelligent manufacturing to comprehensively enhance product
competitiveness through quality improvements, cost reductions and efficiency enhancements.
Thirdly, we will deepen digital marketing reforms to reshape brand positioning with a user-centric
driver, thereby expanding product market shares. Fourthly, we will strengthen our partnership with
global strategic customers, accelerate international product registrations and certifications, enhance
the market development of our superior products, so as to further increase our overseas market
shares, and propel the Group towards sustainable high-quality growth.

In 2023, we faced challenges head-on and moved forward with courage. In 2024, we embrace our
original aspirations, ready to embark on the journey with renewed vigor and determination.

In the new year, we will continue to deepen the dual-drive strategy of innovative medicines and
high-barrier complex formulations, deeply integrate the overall situation of “introduction” and
“going global”, fully accelerate the progress of innovative research and development and the
commercialization of new products, further enhance our competitive edges in the future, and
continue to struggle for the Group’s all-around innovation, transformation and high-quality
development. On behalf of the Board of the Company, | would like to take this opportunity to
express my sincere gratitude to all Shareholders, employees and business partners of Joincare for
your long-lasting care, companionship and support!

Chairman: Zhu Baoguo

2 April 2024
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Financial Highlights

Chemical pharmaceuticals (RMB 100 million)
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I. Definitions

Chapter 1 Definitions

In this Report, unless the context otherwise requires, the following expressions shall have the

following meanings:

Definitions of common terms

CSRC Refers to China Securities Regulatory Commission

SSE Refers to Shanghai Stock Exchange

Baiyeyuan or the Controlling Refers to Shenzhen Baiyeyuan Investment Co., Ltd. * (GRYITT E L IE

Shareholder HERAA)

Company, the Company, Group or Refers to Joincare Pharmaceutical Group Industry Co., Ltd.* ({g & 0%

the Group b A A A R 7])

BD Refers to Business Development

GMP Refers to Good Manufacturing Practice

GSP Refers to Good Supply Practice
The certification of the products by European Union,
indicating that the product has complied the safety
requirements specified in the European Directives. The access

CE Refers to condition for a product to enter the EU market is that the
product has undergone the appropriate conformity assessment
procedures and the declaration of conformity of a
manufacturer, with attachment of CE mark
Certificate of Suitability to Monograph of European

CEP Refers to Pharmacopoeia

NRDL Refers to National Reimbursement Drug List

BE Refers to Bioequivalence

EUA Refers to Emergency Use Authorization

CPC Refers to Cephalosporin C

DTC Refers to Direct-to-Consumers

KOL Refers to Key Opinion Leader

AIPL Refersto | Awareness, Interest, Purchase, Loyalty

ANDA Refers to Abbreviated New Drug Application

BLA Refers to Biologics License Application

IND Refers to Investigational New Drug Application

R&D Refers to Research and Development

TCM Refers to Traditional Chinese Medicine

NHSA Refers to National Health Security Administration

NMPA Refers to National Medical Products Administration

RTO Refers to Regenerative Thermal Oxidizer

f i * (TN U\

Livzon Group Refers to I/;;vﬁjzc;n Pharmaceutical Group Inc.* (N[5 2454 1 1 43 4 R

Haibin Pharma Refers to Shenzhej Haibin Pharmaceutical Co., Ltd.* (I IFE ] 24
AR 2AA])

Joincare Haibin Refers to Joincire Haibin Pharmaceutical Co., Ltd.* ({g ey 25\
B2 A])

Xinxiang Haibin Refers to Xlanmg Haibin Pharmaceutical Co., Ltd. * (i £ i 25\ A5
R A)

Taitai Pharmaceutical Refers to Shenihen Taitai Pharmaceutical Co., Ltd. * (IR KZ5\EH
FRL 23 A])

Taitai Genomics Refers to Shenzhtin Taitai Genomics Inc. Co., Ltd. * (IR AL R TFE
AR A])

Joincare Biopharmaceutical Refers to Henan Province Joincare Biopharmaceutical Research Institute

Research Institute Co., Ltd. * (/@AW E G b G BRA D

i ) Jiaozuo Joincare Bio Technological Co., Ltd.* (FE/E{# T
Jiaozuo Joincare Refers to e A TR AT
Joincare Daily-Use Refers to Joincare Daily-Use & Health Care Co., Ltd. * (& c H &

fit i AT BR 23 )
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Topsino Refersto | Topsino Industries Limited * (Rl A FR A 7))
Fenalei Electric Power Refers to Shenzhen Fenglei Electric Power Investment Co., Ltd. * (&
g Y1l AT BT IRA )
i i * ; B
Health Pharmaceutical Refers to Healti Pharmaceutical (China) Co., Ltd. * ({& ek (h [E) &
MR H])
. . Shanghai Frontier Health Pharmaceutical Technology Co., Ltd.
Shanghai Frontier Refers to NN
J X A B R 2R AT PR A )
. . . Joincare (Guangdong) Special Medicine Food Co., Ltd. *(fi
Joincare Special Medicine Food Refers to _
P T AR f A IR )
i * Y T NN R B N I\
Livzon MAB Refers 1o I%\)/zon MABPharm Inc. * (Bfifg i INERELHT A B AA R A
PR - . * Y TR e 5t 7 A AS
Livzon Diagnostics Refers to %h)uhal Livzon Diagnostics Inc. * ( BRI ERAR AL 1A PR A
Fuzhou Fuxin Refers to Livzon Group Fuzhou Fuxing Pharmaceutical Co., Ltd.*(@f;k
uzhou Fuxi v 1 e
’ SR 25 A )
. o Livzon Group Xinbeijiang Pharmaceutical Manufacturing
Livzon Xinbeijian Refers to . .
j1ang Inc.*( 2k 4 PRI 145 20 5 B 24 )
L . Livzon Group (Ningxia) Pharmaceutical Manufacturing Co.,
Ningxia Pharmaceutical Refers to Ltd* ( WIERAEE ( 75 1257 A )
H 1 1 * ‘E\A\é ’é‘:‘
Gutian Fuxing Refers to Gu/tl\af Fuxing Pharmaceutical Co., Ltd. * ( & H#EMEZA
PR 2 )
Livzon Hechen Refers to Zhuhai FTZ Livzon Hecheng Pharmaceutical Manufacturing
g Co., Ltd. * ( BRig{RABE X T BR £ 125 PR A 7])
Livzon Limin Refers o Livzon Group Limin Pharmaceutical Manufacturing Factory
*(MHERSE AR AIZ5) )
) . Livzon Group Livzon Pharmaceutical Factory * (FEk: 11K
Livzon Pharmaceutical Factor Refers to
Y BR15125) )
Jiaozuo Hechen Refers to Jiaozuo Livzon Hecheng Pharmaceutical Manufacturing Co.,
g Ltd.* ( FEAETTER & ) 257 PR )
. Shanghai Livzon Pharmaceutical Manufacturing Co., Ltd.
Shanghai Livzon Refers to e
g (L HgTER 24 PR 4 7))
. Sichuan Guangda Pharmaceutical Manufacturing Co., Ltd.
Sichuan Guangda Refers to
’ *OI 2 2 7))
. ) Jiaozuo Jinguan Jiahua Electric Power Co., Ltd. *( £ {f 45
Jinguan Electric Power Refers to o A
’ S AR )
Zhuhai Livzon Biotechnology Co., Ltd.*( ki 15 iR
LivzonBio Refers to . 9 ( Zhitg TSR P B
2R R A )
COVID-19 Refers to A new coronavirus (SARS-CoV-2)
. . The outbreak of the disease caused by a new coronavirus called
COVID- 19 pandemic or pandemic | Refers to SARS-COV-2
Ruihua Certified Public Accountants | Refers to Ruihua _Certlﬁed Public Accountants (Special General
Partnership)
Grant Thornton Refers to Grant Thornton (Special General Partnership)
Reporting Period Refers to From 1 January 2023 to 31 December 2023
End of the Reporting Period Refers to 31 December 2023
Currency or unit Refers to RMB unless otherwise specified
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Chapter 2 Company Profile and Major Financial Indicators

I. Company profile

Chinese name of the Company

e BT 2 VAR B BAR A R A )

Abbreviation of the Chinese name

fiFEoT

English name of the Company

Joincare Pharmaceutical Group Industry Co., Ltd.

Abbreviation of the English name

Joincare

Legal representative of the Company

Zhu Baoguo(ZR 14 )

I1. Contact persons and contact information

Board Secretary

Representatives of Securities Affairs

Name Zhao Fengguang ( &R ) Li Hongtao( Z=yt# ) and Luo Xiao( %' )
Joincare Pharmaceutical Group Building, No.|Joincare Pharmaceutical Group Building, No. 17,

Address 17, Langshan Road, North District, Hi-tech|Langshan Road, North District, Hi-tech Zone,
Zone, Nanshan District, Shenzhen Nanshan District, Shenzhen

Telephone 0755-86252656, 0755-86252388 0755-86252656, 0755-86252388

Fax 0755-86252165 0755-86252165

E-mail zhaofengguang@joincare.com lihongtao@joincare.com

luoxiao@joincare.com

I11. Introduction of the Company's basic information

Registered Joincare Pharmaceutical Group Building, No. 17, Langshan Road, North District, Hi-tech
address Zone, Nanshan District, Shenzhen
Registered at BS, Hengfeng Industrial City, Hezhou Community, Huangtian Village, Xin’an
Town, Bao’an County on 18 December 1992
Changed its registered address to 4-5/F, Dongpeng Building, Shangmeilin Industrial Area,
Futian District, Shenzhen on 25 May 1994
Changed its registered address to 24/F, Block B, Fujian Building, Caitian South Road, Futian
District, Shenzhen on 4 July 1995
Changed its registered address to 23/F, Diwang Building, Shun Hing Square, No .333,
Historical Shennan East Road, Shenzhen on 20 June 1997
::hain?ers én Changed its registered address to Taitai Pharmaceutical Industrial Building, the 5th
aiigdrsegse Industrial Area, Nanshan District, Shenzhen on 22 September 2000
Changed its registered address to 23/F, Diwang Building, Shun Hing Square, No .5002,
Shennan East Road, Luohu District, Shenzhen on 4 June 2003
Changed its registered address to Joincare Pharmaceutical Group Building, No. 17,
Langshan Road, North District, Hi-tech Zone, Nanshan District, Shenzhen on 29 January
2008
Changed its registered address to Joincare Pharmaceutical Group Building, No. 17,
Langshan Road, North District, Hi-tech Zone, Nanshan District, Shenzhen on 27 November
2012
Joincare Pharmaceutical Group Building, No. 17, Langshan Road, North District, Hi-tech
Office address S
Zone, Nanshan District, Shenzhen
Postal code of
Office address 518057
Website WWWw.joincare.com
E-mail joincare@joincare.com

IV. Information disclosure and place for inspection
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China Securities Journal, Securities Times, Securities Daily, and

Designated media and website for disclosing : >
Shanghai Securities News

annual report
Stock exchange website for disclosing annual
report

The place for inspection of annual report

www.sse.com.cn

Office address of the Company

V. Company stock profile

Company Stock Profile
Class of stock Listed on Stock Abbreviation Stock code Stock abb(r:i\z/ilsgeon prior to
A Share Shanghai Stock Exchange |7t 600380 KA, StEREIT
. Joincare Pharmaceutical
GDR SIX Swiss Exchange Group Industry Co., Ltd. JCARE /
V1. Other relevant information
Name Grant Thornton (Special General Partnership)
o ) Office address 5th Floor, Scitech Palace, 22 Jianguomen Wai Avenue,
Accounting firm appointed by Chaoyang District, Beijing
the Company (domestic) Name of the
signing Wang Yuan (F£iz) and Wang Qilai (£H:3k)
accountants
Name Minsheng Securities Co., Ltd.
. Office address 8 Puming Road, China (Shanghai) Pilot Free Trade Zone
Sponsor appointed for Representatives
erforming the duty of o - . .
Eontinuoug supervi)s/ory signing the Yu Chunyu (T-#7#5%) and Ma Chujin (5] it)
responsibilities during the report
Reporting Period Period of
continuous From 24 October 2018 to 31 December 2019
supervision

Note: According to Article 12.2.2 of “the Rules Governing the Listing of Stocks on Shanghai Stock Exchange”, for
offering of new stocks or convertible corporate bonds by a listed company, the period of continuous supervision and
guidance shall be the remaining time of the current year of the listing of securities and the following one full
accounting year. As the Company issued shares to the public by allotment on 24 October 2018, the period of
continuous supervision should start from the completion of this issuance and end on 31 December 2019. Furthermore,
according to “Article 13 of the Guidelines of Shanghai Stock Exchange for Self-Regulation Rules for Listed
Companies No. 11 - Continuous Supervision”, the sponsor shall continue to perform the obligations of continuous
supervision if the funds raised have not been fully utilized upon the expiration of the continuous supervision period.
During the Reporting Period, funds raised in this issuance have not yet been fully utilized, so the sponsor, Minsheng
Securities, shall continue to perform its continuous supervision obligations in respect of the deposit and utilization
of the funds raised.

VII. Major accounting data and financial indicators in the last three years

(1) Major accounting data

Unit: Yuan Currency: RMB

Major
accounting
data

2022 2021

YoY Change

2023 . K R
After adjustment | Before adjustment (%) After adjustment

Revenues

16,646,350,349.72 | 17,142,753,068.82 | 17,142,753,068.82 -2.90 | 15,903,688,266.59

Net profit
attributable to
shareholders of
the listed

1,442,779,722.23 | 1,502,777,133.76 | 1,502,595,840.48 -3.99 | 1,328,453,099.44
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company

Net profit
attributable to
shareholders of

the listed
company after 1,374,136,730.41 1,419,232,205.54 1,419,050,912.26 -3.18 1,224,951,038.96 1,224,997,371.57
deduction of
extraordinary
gains and
losses
Net cash flow
from operating 3,928,909,609.73 3,977,705,139.29 3,977,705,139.29 -1.23 2,563,089,045.24 2,563,089,045.24
activities
Increase or
End of 2022 decrease at End of 2021
the end of the
End of 2023 period over
After adjustment | Before adjustment the same After adjustment | Before adjustment
period of last
year(%)
Net assets
attributable to
shareholders of 13,755,901,924.06 | 13,121,955,371.22 | 13,121,820,410.55 4.83 | 11,820,247,324.08 | 11,820,293,656.69
the listed
company
Total assets 36,358,126,258.82 | 35,735,429,731.71 | 35,729,253,651.41 1.74 | 31,112,098,179.40 | 31,103,900,389.29
Note: Retroactive adjustments to accounting data for the previous years due to changes in accounting policies.
(2) Major financial indicators
2022 YoY 2021
Major financial indicators 2023 After Before Change After Before
adjustment | adjustment (%) adjustment | adjustment
Basic earnings per share
(RMB/share) 0.7580 0.7934 0.7933 -4.46 0.6863 0.6864
Diluted earnings per share
(RMB/share) 0.7565 0.7922 0.7921 -4.51 0.6858 0.6858
Basic earnings per share
after deduction of 07219 | 07493 0.7492 366 | 06329 | 06329
extraordinary gains and
losses (RMB/share)
Decreased
Weighted average return on 11.00 1223 1223 by 1.23 11.50 11.50
net assets (%) percentage
points
Weighted average return on Decreased
net asset_s after d_eductlon of 1047 1155 1155 by 1.08 10.60 10.60
extraordinary gains and percentage
losses (%) points

VIII.

Note: Retroactive adjustments to accounting data for the previous years due to changes in accounting policies.

Statement on major accounting data and financial indicators within three years before the End of

the Reporting Period
oApplicable YN/A

Differences in accounting data under domestic and foreign accounting standards

(1) Differencesin net profit and net assets attributable to shareholders of the listed company
disclosed in the financial statements according to international financial reporting standards
(IFRS) and Chinese accounting standards (Chinese GAAP)

o Applicable V N/A
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(2) Differencesin net profit and net assets attributable to shareholders of the listed company
disclosed in the financial statements according to foreign accounting standards and Chinese
accounting standards

o Applicable V N/A

(3) Explanations on differences under domestic and foreign accounting standards:
o Applicable V N/A

IX. Major financial indicators in 2023 by quarter

Unit: Yuan Currency: RMB

1st quarter

2nd quarter

3rd quarter

4th quarter

(Jan. - Mar.) (Apr.- Jun.) (Jul. - Sept.) (Oct. - Dec.)
Revenues 4,550,049,786.82 | 4,160,691,812.41 | 3,931,515,787.21 | 3,995,092,963.28
Net profit attributable to 462,746,183.03 | 352,688551.87 | 268.214.419.85 |  359,130,567.48
shareholders of the listed company
Net profit attributable to
Shareholders of the listed company 446,772,473.94 334,971,668.24 267,477,595.49 324,914,992.74
after deducting the extraordinary
gains or losses
Net cash flow from operating 248,084,750.71 | 1,009,122,934.83 | 1,202,644,059.16 | 1,469,057.865.03

activities

Statement on differences between quarterly data and the data disclosed in previous periodic

reports
oApplicable YN/A

X. Items and amounts of extraordinary gains and losses

Applicable oN/A

Unit: Yuan Currency: RMB

Item of extraordinary gains and losses

2023

2022

2021

Gain or loss on disposal of non-current
assets

-169,901.01

-705,357.30

14,492,047.24

Government grants recognized in profit or
loss for the current period (excluding
government grants that are closely related
to the business of the Company and are
provided in fixed amount or quantity
continuously according to the applicable
polices and standards of the country)

233,058,407.11

286,842,932.33

245,335,140.69

Gains and losses on fair value changes
incurred from financial assets held for
trading, derivative financial  assets,
financial liabilities held for trading and
derivative  financial liabilities, and
investment income on disposal of financial
assets held for trading, derivative financial
assets, financial liabilities held for trading,
derivative financial liabilities and other
debt investments, except for -effective
hedging activities related to the ordinary
operating business of the Company

-48,440,235.41

-109,887,696.11

8,110,644.25

Reversal of impairment loss on accounts
receivable and contract assets tested for
impairment individually

1,013,650.67

158,470.77

1,013,650.67

Other non-operating income and expenses
apart from the above items

-41,010,372.38

-23,830,838.49

-30,737,442.83

Less: Effect of income tax

21,086,934.90

31,919,034.26

39,580,260.30

Effect of minority equity (after tax)

54,721,622.26

37,113,548.72

95,131,719.24

Total

68,642,991.82

83,544,928.22

103,502,060.48
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Explanations for the Company’s extraordinary gain or loss items as defined in the “Explanatory
Announcement No.1 for Public Company Information Disclosures — Extraordinary Gains or
Losses”, and the extraordinary gain or loss items as illustrated in the “Explanatory Announcement
No.1 for Public Company Information Disclosures — Extraordinary Gains or Losses” which has
been defined as its recurring gain or loss items.

o Applicable ¥ N/A

XI. Items measured at fair value

\ Applicable o N/A

Unit: Yuan Currency: RMB

ltem Beginning Ending balance Change_for the Effect on proflts_&

balance period losses for the period

Eg’}ﬂ;‘a' assetsheld for | 149 015,664.98 | 82,809,154.24 -26,116,510.74 -48,752,886.09

Financial liabilities held 755,634.43 86,817.12 -668,817.31 668,817.31
for trading

Other equity instrument
investments

1,193,958,879.05

1,155,283,408.36

-38,675,470.69

29,344,854.27

Total

1,303,730,178.46

1,238,269,379.72

-65,460,798.74

-18,739,214.51

XII. Others
o Applicable V N/A
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Chapter 3 Management Discussion and Analysis

I. Discussion and analysis of business operation

2023 is the first year to fully implement the spirit of the 20th National Congress of the Communist
Party of China, and also the key year for economic recovery after three years of pandemic prevention
and control in COVID-19. The pharmaceutical industry has ushered in a systematic governance in
all fields, chains and coverages. Facing the slow global economic recovery, as well as market
challenges such as price reduction in centralized procurement in Meropenem for Injection and
intensified competition in the API market, the Company adhered to the mission of “For the health,
For the future” and the vision to “Diligently make high-quality and innovative drugs”, focused on
high-quality development of the pharmaceutical industry, increased R&D investment, enhanced
R&D innovation capabilities as well as promoted differentiated product pipeline upgrading, so as

to achieve long-term sustainable development.

(1) Dual-driver strategy of “innovative drugs + high-barrier complex formulations” and

accelerating the transformation to innovative pharmaceutical enterprises

The Company deeply implemented the dual-driver strategy of “innovative drugs + high-barrier
complex formulations”, focused on unmet clinical needs, accelerated product projects initiation and
development, optimized R&D pipelines as well as improved the technical contents and levels of
products. In terms of innovative drugs, the new indications of Ilaprazole Sodium for injection and
the prostate cancer indications of Triptorelin Acetate Microspheres for Injection were approved for
launching, Recombinant SARS-COV-2 Bivalent (Original/Omicron XBB) Fusion Protein Vaccine
(CHO Cell) was approved for EUA, Lipustobart for Injection was submitted for conditional
launchapproval, Aripiprazole Microspheres for Injection and Triptorelin Acetate Microspheres for
Injection were submitted for launching application for endometriosis indication, and Recombinant
Anti-human 1L-17A/F Humanized Monoclonal Antibody Injection was initiated Phase 111 clinical
trials. In terms of high-barrier complex formulations, Formoterol Fumarate Inhalation Solution,
Long Chain Fat Emulsion Injection (OO) and Tocilizumab Solution for Injection were approved for
launching, Salmeterol Xinafoate-Fluticasone Propionate Powder for Inhalation completed Phase III
clinical trials, which the first company submitted for registration application in China following the
publication of the Guideline for Bioequivalence Study on Genetic Drugs of Orally Inhaled Drug
Products. And Meloxicam Nanocrystal Injection and other products had obtained clinical approval
and conducted Phase Il clinical trails. The Company is actively expanding the research and
development of pharmaceutical and medical device combinations, its mesh nebulizer was approved
as a Class Il medical device, its airway stent was submitted a Class 111 medical device registration

application, and the smear drug dispenser was completed the registration of Class | medical device.
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While continuously strengthening independent innovation, the Company continued to deepen the
cooperative development and licensing introduction of varieties in core fields, docked with global
superior resources and cutting-edge technologies, and strengthened its own commercialization and
integration capabilities. During the Reporting Period, the Company made significant progress in
Business Development (BD), successfully introduced several innovative pharmaceutical products
in the respiratory, digestive, nervous, cardiovascular and analgesia systems accelerating its
transformation into an innovative pharmaceutical enterprise. TG-1000 capsules, a new influenza
drug, entered Phase Il clinical trails andcompleted the enrolment plan. DBM-1152A, a double-
target innovative drug, could act on both M receptor and  receptor (MABA) at the same time to
play a synergistic role in bronchiectasis, and successfully entered Phase I clinical trials. N91115, an
oral innovative drug for asthma treatment, a small molecular inhibitor of GSNOR, could reduce the
inflammatory response of asthma patients has entered Phase I clinical trails. Potassium Ion
Competitive Acid Blocker (P-CAB), an innovative medicine of digestive system, obtained clinical
approval in February 2024. FZ008-145, a highly selective second-generation Nav1.8 inhibitor,
providing potent, non-addictive analgesia, obtained clinical approval in January 2024, and is poised
to enter clinical trials. Meanwhile, both the thrombin inhibitor HHT120 and the innovative

antidepressant LS21031 have been carried out Phase I clinical trials.

(2) Establishing a sound marketing management system and enhancing the brand value of
Joincare

During the Reporting Period, the Company’s sales of prescription drugs faced challenges due to
price reduction in centralized procurement, industry regulation and other factors. Combining with
national policies, the Company continued to build and improve the marketing system by taking
various measures, and actively implemented the sales deployment: paid attention to the construction
of a sales team, enhanced the terminal coverage of core products, implemented refined management
and precise coverage of terminals, formulated scientific and personalized performance appraisal
indicators, optimized salary system, and enhanced self-driving force and team vitality of the sales
team; centered on core varieties, continued to deepen evidence-based construction, advocated
cooperation among the medical department, the marketing department and the sales team, actively
participated in national or regional academic conferences, pushed forward post-marketing research
of key products in an orderly manner; as well as continued to promote the construction of a digital
marketing platform, focused on popular science of diseases, linked doctors with patients, offered
refined services for patients, and gave full-process services for patients from “knowing diseases” to
“treating diseases”; Increased patients’ awareness of diseases and products, and enhanced brand
awareness; as well as actively followed up the implementation of national medical reform policy.
During the Reporting Period, Tobramycin Inhalation Solution and Triptorelin Acetate Microspheres
for Injection were included in the China’s National Reimbursement Drug List and Ilaprazole
Sodium for injection was successfully renewed its qualification for NRDL and expended the

reimbursement scope. Meanwhile, 2 products were included in the eighth batch of national volume-
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basedprocurement and 1 product was included in the ninth batch of national volume-based

procurement, reducing the economic burden of patients and improving the accessibility of drugs.

In 2023, the global trade environment was complicated and changeable. Facing the challenging
external situations and fierce competitions, the Company’s API sales team actively sought a
breakthrough. The export business of high-end antibiotics, pet deworming medications and
intermediate products continued to deepen the market segment. In the second half of the year, the
Company seized the opportunity of market recovery, and had several products maintained their
leading positions in terms of global market share: High-end antibiotic products such as teicoplanin
and daptomycin maintained good growth as a result of benefiting from the volume of downstream
formulation products; Pet deworming medication series products including Milbeoxime, Moxikedin
and Doramectin were cooperated with internationally renowned animal protection companies,
making the market share further rose. The export of intermediate mycophenolic acid deepened
customer cooperation, and the ceftriaxone industry chain was linked up and down, achieving steady
growth. And in terms of domestic sales, the domestic market share of meropenem API, ceftriaxone
sodium and cefuroxime sodium continued to rise, while the sales of other products such as lovastatin

and acarbose kept growing.

(3) Deepening the international strategies and steadily advancing the internationalization

process

The Company’s products have been exported to over 80 countries and regions in Asia, Europe,
North America, Africa, etc. In order to continuously intensify the overseas market layout, the
Company has carried out business visits to Southeast Asia, and made strategic deployments to
establish international production bases and accelerate product exports in the future. The Company
is actively promoting international registration and certification; and currently, the registration and
application process for Meropenem APIs is underway in Japan. High-end pet drugs like Fluralaner
and Afoxolaner, antibiotic products like Dalbavancin Hydrochloride as well as Meropenem Crude
have completed industrial validation and batch production and are currently undergoing registration
and application in the United States; and Sulfate Polymyxin B has also completed industrial
validation and batch production and is currently undergoing registration and application in China,
the United States and Europe simultaneously. As at the end of 2023, 18 varieties have passed the
on-site inspection of international certification, and 35 international certificates were obtained

within the validity period.

The Company actively expanded its international business in pharmaceutical products, and
continued to sell and register respiratory, assisted reproductive, digestive, psychiatric and anti-
infection products in countries such as Pakistan, Indonesia, the Philippines and Vietnam. During the
Reporting Period, 4 chemical formulations of the Company were approved for registration in

overseas markets, and 14 new registrations were submitted. Among them, Compound Ipratropium
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Bromide Solution was completed the registration review in Philippines and obtained the registration
approval in January 2024, Levosalbutamol Hydrochloride Nebulizer Solution was submitted the
registration application in Macao and obtained the registration approval in February 2024, and

Cetrorelix Acetate for Injection was submitted the registration application in the United States.

(4) Emphasizing both to quality and efficiency, prioritizing automation and intelligence to

enhance productivity.

The Company actively practiced high-standard and compliant system management, continuously
strengthened quality and EHS capacity building, constantly elevated system support capacity,
further enhanced core business competitiveness, and better guaranteed sustainable and healthy
development. In terms of quality system management, the Company adhered to the basic principles
of “risk management, full-process control and social co-governance”, and established a risk
management system covering R&D, production and operation modules to comprehensively control
quality risks throughout the product lifecycle. In the meantime, with a view to improving employee
quality awareness and strengthening the quality culture construction, the Company publicized
quality knowledge through monthly quality activities, regulatory training, document training and
other methods, and created a quality awareness of “emphasizing quality and valuing regulations”,
thereby providing effective guarantees for the safety and stability of its products in various fields.
In terms of EHS system management, the Company established an environmental management
system conforming to ISO14001 standard and an occupational health and safety management
system conforming to ISO45001 standard, continuously optimized the management system, actively
advanced the certification of green factory, and steadily improved its own safety, environment and
occupational health levels. The Company continuously strengthened the development and
construction of source emission reduction and pretreatment processes for wastewater, waste gas and
solid waste, and constantly promoted the construction of and capacity improvement in three-waste

facilities.

The Company continuously increased its investment in upgrading equipment and facilities and
technically transforming production processes, with its investment amount for technical upgrade
and operation maintenance of environmental protection equipment exceeding RMB103 million. All
production enterprises inferior to the Company continued to embrace independent innovation to
upgrade quality and efficiency, and carried out actions such as automation upgrading, process
optimization, energy saving and consumption reduction, so as to help the Company produce safely
and efficiently and accelerate production capacity release. Among them, the new factory of Sichuan
Guangda Pharmaceutical Manufacturing Co., Ltd. has been completed and put into use, realizing
the transformation and upgrading of Chinese medicine manufacturing; and Shenzhen Haibin
Pharmaceutical Co., Ltd. has completed the construction of electronic management system in some

workshops and put it into use.
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(5) Deeply engage in practicing the ESG principles, driving the fulfillment of corporate social

responsibility

The Company actively practiced the concept of sustainable development, and continuously
optimized corporate governance, R&D innovation, employee care, environmental protection and
social responsibility, having achieved remarkable results. In 2023, MSCIL, an international
authoritative index institution, upgraded the Company’s rating from “BBB” to “AA”, revealing the
industry-leading level of the Company, and fully reflecting the recognition and affirmation of the
Company’s ESG management achievements and sustainable development ability by the
international capital market. The Company valued environmental protection, carried forward the
environmental management policy of “pollution prevention, compliance with laws and regulations,
continuous improvement”, actively improved energy efficiency, intensified green investment, as
well as formulated and strove to achieve the goal of “carbon emission peaking in 2028 and carbon
neutrality in 2055”. The Company always kept in mind its corporate citizenship responsibility,
actively responded to the call of the state, invested in the healthy China construction and the rural
revitalization plan, and carried out the “Access to Public Welfare for Chronic Diseases Prevention
and Treatment Program” in combination with its own industrial advantages, which so far has
covered 8 provinces and 4 autonomous regions across the country, effectively alleviating the
economic burden of low-income families. Meanwhile, the Company fully supported industrial
assistance, consolidated the achievements of poverty alleviation and difficulty tackling, carried out
public science popularization in an orderly manner, and helped improve public health knowledge.
In 2023, the aggregate amount of public welfare donations of the Company was approximately

RMB25.9846 million.
I1. Overview on the industry in which the Company operates during the Reporting Period

The pharmaceutical industry is a national strategic emerging industry bearing on the national
economy and people’s livelihood, and an important part of the national economy. During the “13th
Five-Year Plan” period, the average annual growth rate of the added value of pharmaceutical
industry above designated scale was 9.5%, 4.2 percentage points higher than the overall growth rate
of all the industries, and the proportion of the total added value of the pharmaceutical industry to
that of all the industries increased from 3.0% to 3.9%; the average annual growth rate of the
operating revenues and total profit of enterprises above designated scale were 9.9% and 13.8%,
respectively, being at the forefront of various industries in terms of growth rate. At the same time,
the scale of leading pharmaceutical manufacturers has further expanded with the steadily increasing
industry concentration. According to the 14th Five-Year Plan for the Development of
Pharmaceutical Industry ( €« P4 .72 Tk & EFLKI) ), the overall development of the
pharmaceutical industry will reach a new level. In 2023, with the deepening reform of the national
medical and healthcare system and increasing improvement in the innovation environment, the

pharmaceutical industry continued to advance towards high-quality development featuring

22



Joincare Pharmaceutical Group Annual Report 2023

transformation as well as upgrading and encouraging innovation. With the aging population and the
increasing urbanization rate in China, from the long-term and holistic perspective, China’s

pharmaceutical industry will continue to present a promising development trend.

Data of National Bureau of Statistics shows that in 2023, enterprises in the pharmaceutical
manufacturing industry above designated scale in China recorded revenues of RMB2,520.57 billion,
representing a year-on-year decrease of 3.7%; operating costs of RMB1,440.16 billion, representing
a year-on-year decrease of 2.3%; and total profits of RMB347.30 billion, representing a year-on-
year decrease of 15.1%.

I11. Overview on the businesses of the Company during the Reporting Period
() Principal businesses and products of the Company

The Company is primarily engaged in the R&D, production and sales of pharmaceutical products
and health care products. The business scope of the Company covers chemical pharmaceuticals,
biologics, chemical active pharmaceutical ingredients (APIs) and intermediates, traditional Chinese
medicine, diagnostic reagents, equipment, health care products, etc. The enriched product series and
mix provide larger market and growth opportunities for the Company. Main products of the
Company are as follows:

anserin Tablet:
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(11) Business model of the Company

With the stable operation and rapid development over the years, the Company has become an
integrated pharmaceutical group that is driven by scientific research and innovation, integrating the
R&D, production, sale and service of pharmaceutical and health care products. It has complete
systems of R&D, procurement, production and sale. Main business models of the Company are as
follows:

1. R&D

Combining independent R&D, external introduction and cooperative development, the Company
has been paying attention to the cutting-edge technology and unmet clinical needs, with efforts
focused on innovative drugs and high-barrier complex formulations and has established an efficient
R&D innovation management model. In terms of independent innovation, the Company has a
diversified and multi-dimensional R&D organization with mature R&D teams for chemical
pharmaceuticals, biologics, TCM drugs, APIs, diagnostic reagents and health care products. Based
on technology platform construction, the Company has built a clear product R&D pipeline centering
on key areas such as respiratory, tumor immunity and psychiatry. In terms of cooperative innovation,
the Company has launched technical cooperation with domestic and foreign scientific research
institutions by way of commissioned development or cooperative development, and has introduced
new technologies and products that meet the strategic development goal of the Company through
technology transfer or license-in to implement industrial transformation, so as to reinforce and

strengthen our position and strategy in the leading and emerging fields.
2. Procurement

In terms of procurement, the Company pays strict attention to effectiveness, quality and cost of
procurement and has established long-term and stable partnership with many suppliers. Active
pharmaceutical ingredients, supplementary materials, and packaging materials were purchased and
stocked up by manufacturers according to production schedules. The Company has developed strict
quality standards and procurement management systems and required subordinate manufacturers to
make procurements in accordance with the GMP. Meanwhile, the Company established long-term
strategic partnerships with bulk material suppliers, and strengthened the management of supply
quality and cost control based on strict quality standards. The Company has established an internal
evaluation system and files of market prices so as to promptly acquire market information for

procurement through comparisons of quality and price.
3. Production

In terms of production, the Company adopts the principle of market demand-oriented approach
paying attention to real market demand. Specifically, the Sales Department of the Company
investigated market demands, made sales plans, and comprehensively considered factors such as

the product inventory quantity and capacity of production lines of the Company so as to determine
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the monthly production quantities and specifications. Moreover, the purchase orders of raw
materials are determined according to the production schedule and the inventory levels of raw
materials. The final production plans are issued upon approval of the management of the Company
and implemented by the Production Technology Department of the Company.

The Company has been carrying out production in strict accordance with the GMP. The Company
and its affiliates have established a sound quality management system and implemented the
qualified-person system. In terms of quality control, the Company has established a strict and sound
production quality assurance system, and is geared to international standards and subject to
international certification while in compliance with national standards. The Company conducts
annual GMP self-inspection, 1ISO9001 internal and external audits, and is subject to various external
audits. It actively pursued the internationally advanced GMP management, and implemented whole-
process quality control over supplier selection, audit, incoming material inspection, production

process, product release from factory, and market tracking. The system is running well.
4. Sales
(1) Drug formulation products

End customers of drug formulation products (chemical pharmaceuticals, biologics, traditional
Chinese medicine) of the Company are mainly hospitals, clinics, and retail pharmacies. In line with
the pharmaceutical industry practice and the sales model of most peers in the industry, the Company
has conducted sales of drug formulation products through drug distribution enterprises. The
Company carried out selection and centralized management of qualified drug distribution
enterprises (with Drug Supply Certificate, GSP Certification, etc.) according to their distribution
capability, market familiarity, financial strength, credit record, and operation scale. General sales
process: After end customers place purchase orders to distribution enterprises, drug distribution
enterprises will send those orders to the Company according to their inventories, distribution
agreements and conditions; then, the Group will deliver products to drug distribution enterprises

and do the revenue recognition.
(2) APIs and intermediates

Main target customers of APIs are large pharmaceutical manufacturers. The selling prices are
determined based on a set of integrated factors such as costs of production, inventory levels, industry
rivalry and market trend. Specific pricing method: The sales and marketing department conduct
weekly or bi-weekly meetings to analyze the current market conditions, the trends and drivers of
prices; the selling prices are determined based on a set of comprehensive factors such as costs of
production, inventory levels, industry rivalry and market conditions; the selling prices will be
effective once are reported by the managers of the sales department to our management team and

get approvals.
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Specific sales methods of APIs include: (O Domestic market: The Company directly signs product
sales contracts with large manufacturers to directly sell products to customers. Meanwhile, the
Company also sells products through distributors. @) Foreign market: The Company directly sells
products in the foreign market and in areas with high market and political risks, products are sold
through distributors. At present, products of the Company are mainly exported to over 60 countries
and regions in Asia, Europe, North America, and Africa.

(3) Diagnostic reagents and equipment

Diagnostic reagents and equipment sold by the Company both domestically manufactured and
imported. Main end customers are hospitals, centers for disease control and prevention, and health
departments. The Company mainly sells those products in combination with direct sales and sales

through drug distribution enterprises.

The Company has an experienced sales team responsible for the sales of diagnostic reagents and
equipment, with provision of marketing support for some drug distribution enterprises. The
Company carried out selection and centralized management of qualified drug distribution
enterprises (with Drug Supply Certificate, GSP Certification, etc.) according to their distribution
capability, market familiarity, financial strength, credit record, and operation scale.

(4) Health care products

The sales model of health care products is mainly distributor management model. Product
promotion, price control, and channel carding are managed and improved with the distributor
distribution channel and terminal coverage capability. At present, the Company has set up 25
provincial branches and maintained long-term partnership with distributors with better area
coverage capability for stable strategic alliance and common development. The Company has
cooperated with about 103 first-level/primary distributors in total, including 82 businesses in drug
distribution line and approximately 30 businesses in food distribution line with more than 400,000
subordinate secondary businesses and end user businesses in drug and food distribution lines.
Products are well managed and promoted through the tiered marketing channel. In addition to the
traditional distribution management model, the Company realizes synergetic development through
online channels. At present, the Company has set up official flagship stores on mainstream e-
commerce platforms such as Tmall(X ), Jingdong (%) , Douyin (£}¥%) , Kuaishou (tRF)
and Pinduoduo (H1£ £).

(111) Industry status of the Company

Through years of development, the Company has become an integrated pharmaceutical enterprise
covering multiple sectors including chemical pharmaceuticals, biologics, chemical APIs and
intermediates, traditional Chinese medicine, diagnostic reagents and equipment, health care
products. Chemical pharmaceuticals are the largest revenue generator of the Company, among

which gastroenterological products, anti-infection products and gonadotropic hormones products
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are traditional competitive products of the Company, with key products securing a long-standing
leading position in national drug formulation market segment. Respiratory and psychiatric products
have been the focus of the Company, with key products maintaining a strong sales growth

momentum.

During the Reporting Period, the Company, leveraging its robust R&D and production capabilities
and steady marketing presence, the Company ranked Top 10 in “2022 Annual Ranking of Top 100
Chinese Chemical Drug Enterprises”, and top 100 in “China's comprehensive strength in drug R&D
in 2023”.

(1V) Performance drivers during the Reporting Period

2023 marks a year of China’s economic recovery. Despite the tightening macroeconomic
environment including tightening industry regulation policy, the company remained focused on its
core business. Despite the adverse factors such as a decrease in the volume-based procurement price
of its key product Meropenem for injection and intensified competition in the APIs market, we
strengthened sales through professional, refined and compliant management. During the Reporting
Period, the contribution of sales revenues from key formulation products in key specialist areas,
especially in fields of respiratory and psychiatry, to overall revenues was continuously improved.
In terms of the health care products segment, the Company continued to upgrade the market strategy
of interpenetration and coordination between online and offline channels, and have established a
user-centric digital marketing system, leading to rapid growth in sales performance. At the same
time, the Company continues to increase its R&D expenditures. While strengthening its independent
R&D capabilities, the Company had introduced multiple innovative medicine projects through
external introductions and co-development, continuously reinforced its leading position in areas
such as respiratory and gastroenterology, and gradually expanded and upgraded its pipelines in areas
such as cardiovascular diseases and analgesia to consolidate the foundation for its overall innovation

and transformation.

IV. Analysis of core competitive strengths during the Reporting Period
VApplicable oN/A

1. Leading integrated pharmaceutical company under continuous innovation and

development in China

The Company is primarily engaged in the R&D, production and sale of pharmaceutical products
and health care products. The business scope of the Company covers chemical pharmaceuticals,
biologics, chemical APIs and intermediates, TCM drugs, diagnostic reagents and equipment, as well
as health care products, allowing the Company to establish competitive advantages across various
therapeutic areas such as respiratory, anti-infection, assisted reproduction, gastroenterology,
psychiatry, and tumor immunity. 1) Innovative R&D drives growth: The Company has developed

and launched a number of innovative medicine products and high-barrier complex formulation
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products, strengthening the Group’s product portfolio and drug candidates in the pipeline. 2) The
Company has first-tier commercialization ability, and its sales network covers all provinces in China
and over 80 overseas countries and regions in the world. The Company emphasizes scientific
promotion and evidence-based marketing. By building a professional marketing team, the Company
has established a comprehensive marketing system, and market education and brand building have
been deeply strengthened through digital marketing. Leveraging our comprehensive sales channels,
broad market coverage, leading digital marketing and brand awareness, the Company is able to sell
the products at scale in an efficient manner. 3) Cross-industry and multi-specialist innovative R&D
and coordinated development: On one hand, the Company actively adapts to the changes in the
pharmaceutical market and constantly adjusts its product strategy and R&D direction according to
policies and clinical needs. This will realize the continuous iteration and upgrade of the main
products. On the other hand, the Company fully utilizes external scientific research and commercial
resources, such as strategic collaboration with Chinese Academy of Sciences, Tencent Quantum
Lab and other scientific research institutes and innovative companies and invests in cutting-edge
biotechnology companies to expand the Company’s product portfolio and R&D pipeline, thus

realizing the Company’s sustainable development.

2. Strong R&D capabilities, diversified product portfolio and leading commercialization

capabilities

Focusing on innovative medicines and high-barrier complex formulation, the Company has formed
diversified product portfolio. With the huge clinical demand and high product quality, it has
established market competitive advantages in many pharmaceutical segments. The Company’s
chemical pharmaceuticals cover gastroenterology, assisted reproduction, anti-infection, respiratory,
psychiatry, tumor and other fields, among which alimentary tract proton pump inhibitor (PPI) drugs,
gonadorelin hormone drugs, and inhalation formulation for respiratory diseases have an
advantageous market position. Relying on APIs production, the Company’s core products, together
with our chemical APIs and intermediates, form an integrated and stable pharmaceutical industrial
chain of “APIs-formulations vertical integration”. Meanwhile, the Company actively develops
overseas markets, and our products are marketed and distributed worldwide, facilitating strategic
cooperation with many internationally renowned pharmaceutical companies. In addition, the
Company also has a number of TCM drugs and in vitro diagnostic reagent products and has

accumulated resources and extensive brand influence in healthcare products for many years.

3. Making breakthroughs in the key R&D and industrialization technologies of complex

formulation

The technology platform, which has been developed over the years in the field of innovative
medicines and high-barrier complex formulation, enables the Company to address the complex
process problems in the R&D and production of relevant drugs. Guided by clinical value, the

Company develops R&D projects with high short-term certainty and cutting-edge technologies with
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long-term growth potential (such as Al-driven drug molecular design, proteolysis targeted chimeric
(PROTAC), synthetic biology, gene-editing, cellular treatment, etc.). All in all, the Company’s
R&D system covers through-cycle of drug development and production. Based on the mature R&D
platform of innovative drugs and high-barrier complex formulations, the Company has designed
extensive pipeline in fields with significant clinical demand such as respiratory, gastroenterology,

assisted reproduction, psychiatry, and tumor.

In recent years, the company has continuously enhanced and strengthened its commercial expansion
efforts, adhering to our dual-drive strategy of innovative medicines and high-barrier complex
formulations. While focusing on independent innovation, we also continued to deepen cooperation
in the development and licensing introduction of core varieties, aligning with global advantageous
resources and cutting-edge technologies. This strategic initiative strengthens the company's
commercial and integration capabilities, accelerating the pace of the company's transformation into

an innovative pharmaceutical enterprise.

4. Stable management and R&D team with expertise, long-term vision and commitment to

social responsibility

The Company has a stable, visionary and experienced, results-oriented management team and an
outstanding talent team. Outstanding leaders are the key to the Company’s rapid development. The
founder of the Company has over 30 years of expertise in the pharmaceutical industry as well as a
global vision and a strategic mindset. With a deep industry insight, the founder has led us develop
platform technologies centered on high-barrier complex formulations, which has established leading
position of the Group with sustainable development in the broader healthcare industry. The senior
management team of the Company has over 20 years of industry experience on average, with an
average of more than 10 years of service in the Company, and has a thorough understanding of
market demand, industry development and growth opportunities. Each key R&D field of the
Company is led by industry-leading scientists and accompanied by an efficient R&D management
team. In addition, the Company has upheld the core value of ‘“Putting People First, Valuing
Workmanship and Quality, Pursuing Innovation and Truth, Promoting Cooperation and Sharing”
and laid emphasis on talent team training to build a diversified reserve of talents with global vision,
advanced knowledge, strong implementation capability and sense of self-reliance. Driven by the
corporate culture of pursuing excellence, the talent team works diligently and conscientiously to
jointly contribute to the sustainable development of the enterprise through teamwork and
collaboration.

V. Overview of business operations during the Reporting Period

During the Reporting Period, the Company realized revenues of RMB16,646 million, representing
a year-on-year decrease of approximately 2.90%; a net profit attributable to shareholders of the
listed company of RMB1,443 million, representing a year-on-year decrease of approximately 3.99%,

and a net profit attributable to shareholders of the listed company after deducting the extraordinary
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gains or loss of RMB1,374 million, representing a year-on-year decrease of approximately 3.18%.

Business development of various segments of the Company is as follows:
(1) Livzon Group (excluding Livzon MAB)

As at the End of the Reporting Period, the Company directly and indirectly held 45.34% equity
interest in Livzon Group (000513.SZ, 01513.HK). During the Reporting Period, Livzon Group
(excluding Livzon MAB) realized revenues of RMB12,521 million, representing a year-on-year
increase of approximately 0.78%; and realized a net profit of approximately RMB1,130 million
attributable to shareholders of the Company.

During the Reporting Period, the formulation drug sector of Livzon Group was affected by multiple
factors such as price reduction in medical insurance and centralized rectification of the
pharmaceutical industry, resulting in a slight decline. The proportion and profitability of high-end
specialty APIs in the API segment steadily increased. The sales of its products in the key therapeutic
areas are as follows: Gastroenterology products realized revenues of RMB2,903 million,
representing a year-on-year decrease of approximately 15.50%; gonadotropic hormones products
realized revenues of RMB2,767 million, representing a year-on-year increase of approximately
6.80%; and psychiatry products realized revenues of RMB602 million, representing a year-on-year

increase of approximately 10.54%.
(2) Livzon MAB

As at the End of the Reporting Period, the equity interest held by the Company in Livzon MAB was
56.19%, and the amount affecting the Company's net profit attributable to the parent company for

the current period was approximately RMB-609 million.

Livzon MAB continued to focus on the fields such as autoimmune diseases, vaccines, oncology and
assisted reproduction. With the R&D projects gradually enter the production and commercialization
stage, the quality system improvement and product commercialization process of Livzon MAB were
also continuously accelerating. During the Reporting Period, the progress in R&D of key biological

products was set out as below:

Recombinant Human Choriogonadotropin alfa for Injection (334 B4 ASAEER)  was
approved for market launch and sales in 2021 as the first generic drug in China’s mainland. Through
actively conducting its work related to overseas registration, it has been approved for market launch
in Tajikistan and Indonesia and its launching application has been submitted in Uzbekistan, Pakistan,
Philippines and Nigeria. Tocilizumab Injection (FEEkHHTiER#E)  has been approved for market
launch in early 2023. Its approved indications include rheumatoid arthritis, cytokine release
syndrome (CRS) and systemic juvenile idiopathic arthritis (sJIA). Following the emergency use of
Recombinant SARS-CoV-2 Fusion Protein Vaccine V-01 (20 3578 whRjp 25 b & 5 S 1 V-
01), Recombinant SARS-COV-2 Bivalent (Original/Omicron XBB) Fusion Protein Vaccine (CHO
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Cell) CHZHH AR B Rk & 85 1 A0 (R AR /Omicron XBB A8 554k 1 (CHO i) )
Vaccine was approved for emergency use in December 2023. Recombinant Human Follitropin Alfa
Solution for Injection (EEZH A2 SRR ZEEN) isin the phase 11 clinical trials, and more than
65% of the subjects have been enrolled as of the end of the Reporting Period; Recombinant Anti-
human IL-17A/F Humanized Monoclonal Antibody Injection (EEZHH7i A IL-17A/F A AL B 7
PUATESHED  officially launched the phase 111 clinical trial for psoriasis indication in August 2023,
which is the first IL-17 drug in China to initiate a head-to-head clinical study with Secukinumab

(R FE#FJL) . In addition, the indication of ankylosing spondylitis indication declared by Beijing
Kanova, our partner, officially launched the phase III clinical trial in September 2023. The launching
of pre-BLA for the conditional marketing of Lipustobart for Injection (5 FH A 25 FE241)
(PD-1) has been submitted.

With the successive approvals for market launch of its products, Livzon MAB has enriched relevant
teams such as pharmacovigilance, production quality and production-sales connection, gradually
improved the GMP system and industrialization capabilities and enhanced the overall operational
capabilities.

(3) Joincare (excluding Livzon Group and Livzon MAB)

During the Reporting Period, Joincare (excluding Livzon Group and Livzon MAB) realized
revenues of RMB4,556 million, representing a year-on-year decrease of approximately 5.72%, and
realized a net profit attributable to shareholders of listed companies of RMB924 million,
representing a year-on-year decrease of approximately 0.55%. Joincare realized a net profit
attributable to shareholders of the listed company after deducting the extraordinary gains and losses
of RMB903 million, representing a year-on-year increase of approximately 4.56%. Key results of

the main business segments are as follows:
@ Prescription medicines

During the Reporting Period, Joincare (excluding Livzon Group and Livzon MAB) realized sales
revenues of RMB1,988 million from prescription drug segment, representing a year-on-year
decrease of approximately 6.20%. Among which, the sales revenues and year-on-year change of
key therapeutic areas are as follows: the revenues generated from the field of respiratory totaled
RMB1,741 million, representing a year-on-year increase of 48.35%; the revenues generated from

the field of anti-infection totaled RMB2.24 million, representing a year-on-year decrease of 75.64%.

In 2023, the Company implemented the principle of “respecting talents and putting people first”,
and continuously expanded the sales team size of the national respiratory line and optimized the
team gradient construction by integrating internal and external resources and talents. By seizing the
opportunity that Levosalbutamol Hydrochloride Nebulizer Solution was listed in the National
Reimbursement Drug List and Tobramycin Inhalation Solution was the only approved inhalation

antibiotic in China, the Company further optimized its marketing promotion structure, and had its
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operation quality improved steadily. By the end of 2023, the Company’s respiratory formulation
products had covered more than 4,000 hospitals above grade 1. The Company actively supported
and participated in regional and national academic conferences, helped to improve the scientific
research capabilities of experts, transformed the diagnosis and treatment concepts of clinicians,
consolidated the academic promotion foundation around innovative drugs, supported researchers in
clinical trials and large-scale post-market research, and assisted in publishing 7 medical papers.
Among them, the Phase Il results about Tobramycin Inhalation Solution were internationally
recognized and published in CHEST, the top journal in the respiratory field. The Company
continued to promote the construction of a digital marketing platform and accelerated the marketing
process by digital means. With the help of the platform of “Respiratory Experts’ Views”, the
Company carried out corporate communication in all directions to enhance brand awareness and
influence. As at the end of the Reporting Period, the platform of “Respiratory Experts” Views” has
gathered over 5000 respiratory experts, broadcast over 500 sessions of popular science live streams

on respiratory diseases, and received over 25 million views.
® APIs and intermediates

During the Reporting Period, Joincare (excluding Livzon Group and Livzon MAB) realized sale
revenues of RMB2,079 million from APIs and intermediates segment, representing a year-on-year

decrease of approximately 11.89%.

During the Reporting Period, in the APl segment, Joincare adhered to the management concept of
“green production, cost reduction and efficiency enhancement”, focused on the transformation and
upgrading of production equipment, enhanced the establishment of the quality management system
and strengthened the construction of safety and environmental management, guaranteeing the steady
improvement in the production and yield of key products of the Company. In terms of marketing,
the terminal market demands for 7-ACA, a key product of the Company, was generally stable, and
the sales price has declined. The Company maintained its advantage position in market share by
strengthening the in-depth cooperation with strategic customers and actively expanding domestic
and international markets. Another key product, Meropenem Trihydrate, is facing challenges such
as intensified international market competition and pricing pressures. The Company had taken
active measures to maintain its existing market share, at the same time, the Company also actively
expanded its overseas business to carry out a number of applications for the registration of
Meropenem aseptic powder and crude product so as to enhance the Company's profitability.
Furthermore, the Company leveraged on its advantages of APIs - formulations vertical integration,
actively expanded the domestic APl market. And it has established collaborations with several

domestic manufacturers to minimize the impacts of volume-based drug procurement.

In terms of the R&D of APIs, the Company continued to conduct in-depth research in the field of
synthetic biology and had achieved a series of results. In terms of Escherichia coli, the Company

successfully completed the construction of the first set of automatic adaptive continuous evolution
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platform in cooperation with Hamburg University of Technology in Germany. In terms of
filamentous fungi, the Company broke through the technical bottleneck, significantly improved the
positive rate of protoplast transformation and screening of filamentous fungi, and completed the
optimization of screening conditions for compound mutagenesis of Acremonium chrysogenum. In
terms of Saccharomyces cerevisiae, the Company cooperated with Technical University of
Denmark to build a platform for editing technology, gene assembly and large fragment plasmid
integration technology, breaking through the bottleneck of easily losing fragments during large
plasmid construction, and achieving the phased goal of heterologous synthesis of ACV tripeptides
and penicillin N in Saccharomyces cerevisiae. In terms of Streptomycetes, the Company completed
the development and accumulation of a series of key research technologies based on Streptomyces
protoplast transformation, gene overexpression, gene editing, site-directed mutation of key enzymes,
etc.,, and is currently undergoing the transformation of strains for producing Acarbose and
Doramectin. In terms of the construction of biocatalytic platform, the Company is building an
independent and controllable knowledge base, adopting the AlphaFold 2 algorithm to predict the
structure of key enzyme proteins on the CPC metabolic pathway, and applying the Al method of
natural product biosynthesis pathways to predict key genes of aromatic amino acid metabolites. By
the end of 2023, Joincare Research Institute had applied for a total of 14 national invention patents
(with 4 granted), 8 utility model patents (with 4 granted). Moreover, the Company obtained 1

software copyright and published 2 high-level academic papers.
® Health care products and OTC drugs

During the Reporting Period, Joincare (excluding Livzon Group and Livzon MAB) realized
revenues of RMB453 million from health care products and OTC segment, representing a year-on-

year increase of approximately 46.31%.

During the Reporting Period, the Company built a set of DTC brand digital marketing system with
user operations as the core data to drive sales growth. In terms of content marketing, the Company
made a key layout of social media drivers with Douyin, Little Red Book and WeChat, cooperated
with many professional KOLs, and promoted brands and products through images, short videos,
live streaming and self-streaming, greatly upgrading brand exposure, continuously exporting health
science knowledge, optimizing and upgrading marketing links, and greatly enhancing AIPL
circulation efficiency. In terms of brand marketing, the Company conveyed scientific health and
wellness concepts and established a professional brand image and reputation by conducting popular
science education through authoritative media and industry experts; and based on good reputation
of the original brand, the Company’s brand renewal efficiency is obvious and higher than that of
new brands, and the penetration rate of the brand’s target audience is gradually increasing. In terms
of channel sales, it mainly strengthened channel transformation, enhanced online channel
undertaking, opened such flagship stores as Tmall, JD, Douyin and Little Red Book, reached

cooperation and implemented strategic agreements with Top 50 offline chain institutions, as well as
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vigorously developed offline food line channels. Under the condition of maintaining the original
sales model, online channels Tmall, JD.COM and Douyin are mainly laid out to improve the
penetration rate of channels, thus enhancing brand sales. In terms of organizational structure, it set
up a content marketing department by brand operation, and formed a team with diversified
backgrounds, international vision and rich practical experience in brand marketing so as to

strengthen the brand talent capacity.

(1) Analysis of principal business
1. Analysis of changes in items of income statement and cash flows statement

Unit: Yuan Currency: RMB

Item Amount for the period Amount for the same Change
period of last year (%)
Revenues 16,646,350,349.72 17,142,753,068.82 -2.90
Operating costs 6,298,465,671.11 6,252,265,308.40 0.74
Selling expenses 4,434,442,281.05 4,950,802,456.16 -10.43
Administrative expenses 930,481,615.70 992,483,591.51 -6.25
Financial expenses -404,841,133.45 -352,447,424.62 N/A
R&D expenses 1,661,757,980.90 1,742,088,079.94 -4.61
Net cash flow from operating activities 3,928,909,609.73 3,977,705,139.29 -1.23
Net cash flow from investing activities -877,424,336.85 -2,252,167,188.62 N/A
Net cash flow from financing activities -1,927,493,522.28 566,122,659.80 -440.47

Reasons for changes in net cash flow from investing activities: Mainly due to the increase in cash
receipts from investment returns and the decrease in expenditures on purchasing large denomination
deposits during the reporting period.

Reasons for changes in net cash flow from financing activities: Mainly due to the increase in cash
outflows due to loan repayments, distribution of dividends, and share repurchases, as well as the
decrease in financing activities during the reporting period.

Details of material changes in business type, components or source of profits during the
current period
oApplicable VYN/A

2. Analysis of revenues and costs

VApplicable oN/A

During the Reporting Period, the Company realized revenues of RMB16,646 million, representing
a year-on-year decrease of 2.90%; the operating costs totaled RMB6,298 million, representing a
year-on-year increase of 0.74%.

(1). Composition of principal businesses by industry, product, region and sales model
Unit: Yuan Currency: RMB
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Principal business by industry

YoY YoY .
. . . YoY change in
. . Gross profit | change in | change in .
By industry Revenues Operating costs - - gross profit
margin (%) | revenues | operating margin (%)
(%) costs g 0
Pharmaceutical Decreased by
manufacturing 16,521,723,930.99 | 6,206,181,318.60 62.44 -2.89 0.74 | 1.35percentage
Industry points
Principal business by product
. Yoy . Yoy . YoY change in
. Gross profit | change in | change in .
By product Revenues Operating costs - - gross profit
margin (%) | revenues | operating margin (%)
(%) costs g 0
Chemical Decreased by
. 8,714,333,568.23 | 1,838,766,252.49 78.90 -5.55 1.37 | 1.44 percentage
pharmaceuticals .
points
Chemical APIs Decreased by
and 5,045,478,897.44 | 3,348,124,481.16 33.64 -3.50 -1.79 | 1.15 percentage
intermediates points
Traditional Increased by
Chinese 1,805,427,390.05 575,932,282.52 68.10 39.24 34.60 | 1.10 percentage
medicine points
Diagnostic Increased by
reagents and 658,966,438.70 256,124,411.27 61.13 -8.92 -27.37 | 9.87 percentage
equipment points
Health care Increased by
195,865,865.05 71,643,900.63 63.42 61.56 55.00 | 1.55 percentage
products .
points
Decreased by
Biologics 84,426,083.26 102,589,712.45 -21.51 -79.33 -3.95 | 95.37 percentage
points
Principal business by region
. YOY. YOY. YoY change in
. . Gross profit | change in | changein .
By region Revenues Operating costs - . gross profit
margin (%) | revenues | operating margin (%)
(%) costs g 0
Decreased by
Domestic 13,938,078,133.85 | 4,471,521,161.40 67.92 -1.64 3.36 | 1.55 percentage
points
Decreased by
Overseas 2,583,645,797.14 | 1,734,660,157.20 32.86 -9.09 -5.42 | 2.60 percentage
points
Principal business by sales model
. YOY. YOY. YoY change in
. Gross profit | changein | changein !
By sales model Revenues Operating costs . - gross profit
margin (%) revenues | operating margin (%)
(%) costs g
Decreased by
Channel sales 11,220,434,988.89 | 2,722,733,195.38 75.73 0.31 6.10 | 1.32 percentage
points
Decreased by
Direct sales 5,301,288,942.10 | 3,483,448,123.22 34.29 -9.03 -3.08 | 4.04 percentage

points

Explanations on composition of principal businesses by industry, product, region and sales

model
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During the Reporting Period, the Company’s principal businesses generated revenues of

RMB16,522 million, representing a year-on-year decrease of RMB491 million or 2.89%.

The company was affected by multiple factors such as price reduction in collection and global de-
stocking of APIs, and the company's overall revenue from principal businesses declined slightly.
Chemical pharmaceuticals achieved revenues of RMB8,714 million, representing a decrease of 5.55%
year-on-year. Among them, the sales revenues in the field of gastroenterology reached RMB2903
million, dropping by 15.50% year-on-year; the sales revenues in the field of gonadorelin hormones
amounted to RMB27.67 million, increasing by 6.80% year-on-year; the sales revenues in the field
of respiratory reached RMB1,741 million, a year-on-year increase of 48.35%; the sales revenues of
psychiatry products was RMB602 million, a year-on-year increase of 10.54%; the sales revenues in
the field of anti-infection was RMB5.10 million, dropping by 60.88% year-on-year. Chemical APIs
and intermediates achieved revenues of RMB5,045 million, a year-on-year decrease of 3.50%.
Traditional Chinese Medicine achieved revenues of RMB1,805 million, a year-on-year increase of
39.24%. Diagnostic reagents and equipment achieved revenues of RMB659 million, a year-on-year
decrease of 8.92%. Healthcare products achieved revenues of RMB196 million, a year-on-year
increase of 61.56%. Biological products achieved revenues of RMB84 million, a year-on-year
decrease of 79.33%.

(2). Analysis of production and sales
VApplicable oN/A

Inventor ch;oz in Yoy YoY change in
Main products Unit Production Sales y g . change in Inventory
level production sales (%) %)
(%) 0 0
Leuprorelin
Acetate Ten thousand 186.34 186.22 ; 22,61 2257 ;
Microspheres for boxes
Injection
llaprazole sodium | Ten thousand 1,98356 | 1,969.44 238.88 6.28 0.68 5.99
for injection boxes
llaprazole Enteric- | Ten thousand 1,879.06 | 1,820.53 540.85 -24.90 -19.35 12.02
Coated Tablets boxes
7-ACA (including
D-7ACA) Ton 3,011.97 3,108.39 6.08 1.75 2.96 94.07
Shengi Fuzhen Ten thousand
. q g bottles/ Ten 1,043.26 1,006.72 76.34 46.13 42.40 13.76
Injection
thousand bags

Explanations on production and sales

In 2023, the company continued to strengthen evidence-based research on key products of TCM
formulations already launched. There was a focus on cultivating terminal markets including tertiary
hospitals, grassroots medical institutions, retail pharmacies, and e-commerce platforms while
continuously optimizing traditional distribution channels and structures of the end-user market.

36



Joincare Pharmaceutical Group

Annual Report 2023

The sales volume of the Shenqi Fuzheng Injection continued to increase in the grassroots market,
resulting in an increase in both production and sales volume. The fluctuation in the inventory of 7-

ACA (including D-7ACA) was mainly influenced by the supply-demand relationship at the terminal.

(3). Performance of major procurement contracts and major sales contracts
oApplicable VN/A

(4). Cost analysis

Unit: Yuan
Asa
Asa percentage
. . percentage Amount incurred in of t(_)tal YoY
. Cost Amount incurred in of total . costs in the
By industry . . the same period of change
components the current period costs in the . same
previous year : (%)
current period of
period (%) previous
year (%)
Costs of 3,814,984,465.46 60.57 3,908,782,585.27 62.52 22.40
materials
Labor costs 869,230,688.54 13.80 809,277,538.94 12.94 7.41
Pharmaceutical | Manufacturing
manufacturing | costs 1,496,213,350.61 23.76 1,684,532,284.52 26.94 -11.18
Industry Depreciation 456,623,740.32 7.25 406,107,662.76 6.50 12.44
Others -339,777,290.85 -5.39 -559,185,005.37 -8.94 N/A
Subtotal 6,297,274,954.09 99.98 6,249,515,066.13 99.96 0.76
Costs of 126,265.53 0.00 512,284.05 001 | 7535
materials
Labor costs 933,523.43 0.01 1,757,712.56 0.03 -46.89
Service .
industry x?:facw””g 91,122.96 0.00 327,719.99 0.01 | -72.19
Depreciation 39,805.10 0.00 152,525.67 0.00 -73.90
Subtotal 1,190,717.02 0.02 2,750,242.27 0.04 -56.71
Costs of 3,815,110,730.99 60.57 3,909,294,869.32 62.53 241
materials
Labor costs 870,164,211.97 13.82 811,035,251.51 12.97 7.29
Manufacturing 1,496,304,473.57 23.76 1,684,860,004.51 2695 | -11.19
Total costs
Depreciation 456,663,545.42 7.25 406,260,188.43 6.50 12.41
Others -339,777,290.85 -5.39 -559,185,005.37 -8.94 N/A
Subtotal 6,298,465,671.11 100.00 6,252,265,308.40 100.00 0.74
As a
Asa percentage
. . percentage Amount incurred in of t(_)tal YoY
Cost Amount incurred in of total . costs in the
By product . . the same period of change
components the current period costs in the . same
previous year . (%)
current period of
period (%) previous
year (%)
Health care Costs of 58,832,542.11 0.93 36,089,962.70 0.58 63.02
products materials
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Labor costs 10,675,288.60 0.17 11,329,854.63 0.18 -5.78

Manufacturing 10,085,408 .48 0.16 0,444,348.04 0.15 6.79

costs

Depreciation 4.035,742.61 0.06 5.463.682.37 0.09 | -26.14

Others -11,985,081.17 20.19 -16,104,826.72 -0.26 N/A

Subtotal 71,643,900.63 1.14 46,223,021.02 0.74 55.00

Costs of 3,738,329,.801.68 59.35 3,841,254.506.51 61.44 22.68

materials

Labor costs 856,996,739.54 13.61 795.400,898.83 12.72 7.74
Pharmaceutical | Manufacturing 1,422.660.,060.12 22.59 1,620,338.814.98 25.92 -12.20
Products costs

Depreciation 449.880,221.02 7.14 400,238,957.27 6.40 12.40

Others -334,520,121.42 531 -546,139.386.60 -8.74 N/A

Subtotal 6.133.346,700.94 97.38 6.111,093,791.00 97.74 0.36

Other information on cost analysis

Cost and variety of main medicinal herbs used in main TCMs

. Vari f main Procurement . .
Main TCMs 2 ?t.y of ma Supply and demand Influence of price fluctuation
medicinal herb model
The supply of Livzon Limin’s
Codonopsis Root and Astragalus Root
is relatively stable. Both medicinal
herbs are supplied by plantation bases
and external suppliers. Plantation Codonopsis Root: the supply
Base of Livzon Limin Pharmaceutical price fall compared with the
Manufacturing Factory (“Livzon . same period last year due to
. o e Supplied by . ]
Shenqi Limin Base”) maintains safety stock . . natural disasters; Astragalus
. .. . Livzon Limin e
Fuzheng Codonopsis Root of medicinal herbs, which ensures the Base and Root: the supply maintained
Injection(Z 1 | and Astragalus Root | supply quantity and stabilizes the relatively stable, and the
NN . . . external .

R IEESHK) supply price. Meanwhile, Limin sunoliers supply price edged up due to
signed annual demand-based supply PP the increase in processing
agreements with external suppliers costs, labor costs and other
who are obligated to stock up expenses.
according to Limin’s quality
requirements, so as to ensure
sufficient supply of herbs with stable
quality.

The overall supply of main raw The prices of some medicinal
medicinal herbs used in Anti-Viral herbs such as Fructus
Indigowoad Root, Granules was relatively stable in 2023 Forsythiae and Indigowoad
L F Forsythiae, h ’s saft k X Root incr d significantl
Anti-Viral ructus Forsythiae _ due to the Company’s safety stoc Tendering oot increase _g y
Anemarrhena, Acori | strategy and the launch of emergency due to the surge in market
Granules, L procurement, S
S graminei Rhizoma, procurement plans after the . demand for Anti-Viral
Anti-Viral . . . internally
Gypsum, Rhizoma assessment of risk trends, which . Granules. In 2023, the
Granules . . supplied by . L .
Phragmitis, ensured the production and supply. . increase in prices of main raw

(Sugar-free), . . . e plantation base -

S Patchouli, Indigowoad Root, Acori Graminei medicinal herbs was well

Anti-Viral . . . . and external .

. Rehmanniae Radix, | Rhizome, Anemarrhena, Patchouli, . controlled compared with the

Syrup, Anti- . . . . suppliers . .

. Radix Curcumae, Rehmanniae Radix and Radix same period of the previous

Viral Tablets . . . . ,

Dahurian Angelica Curcumae are supplied by plantation year due to the Company’s

Root bases and external suppliers; some safety stock strategy and the
wild medicinal herbs such as Acori launch of emergency
Graminei Rhizome have a certain procurement plans after the
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amount of safety stock to ensure assessment of risk trends,
basically stable supply and price. which ensured the production
and supply. The price of
Acori graminei Rhizoma
stayed relatively the same
benefiting from the strategic
inventory and the supply from
co-built base; purchase price
of Rehmanniae Radix fell in
2023 as the plantation area
was supplemented stimulated
by the high price in the
previous year; and price
changes of other varieties
were within controllable
range.

(5). Changes in consolidation scope due to equity change of major subsidiaries during the
Reporting Period

oApplicable YN/A

(6). Material changes or adjustments in business, products or services during the Reporting
Period

oApplicable YN/A

(7). Major customers of sales and major suppliers

A. Major customers of sales

JApplicable oN/A

Sales to the top 5 customers were RMB1,503 million, representing 9.03% of the total annual sales;
of which the sales to related parties were RMBO million, representing 0.00% of the total annual
sales.

Sales to any individual customer in excess of 50% of the total, any new customer in the top 5
customers or heavy dependence on a few customers during the Reporting Period
oApplicable VYN/A

B. Information on major suppliers

JApplicable o N/A

Purchases from top 5 suppliers were RMB802 million, representing 16.98% of the total annual
purchase cost, of which the purchases from related parties were RMB268 million, representing 5.68%
of the total annual purchase cost.

Purchases from any individual supplier in excess of 50% of the total, any new supplier in top 5

suppliers or heavy dependence on a few suppliers during the Reporting Period.
oApplicable VYN/A
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3. Expenses
VApplicable o N/A
Unit: Yuan
YOY .
Item 2023 2022 Change(%6) Explanations
Selling expenses 4,434,442,281.05 4,950,802,456.16 -10.43 No material change
Administrative 930,481,615.70 992,483,591 51 -6.25 | No material change
expenses
Financial expenses -404,841,133.45 -352,447,424.62 N/A No material change
R&D expenses 1,661,757,980.90 1,742,088,079.94 -4.61 No material change

4. Investment in R&D

(1). Investment in R&D
JApplicable o N/A

Unit: Yuan
Current expensed R&D expenditure 1,357,343,510.45
Current capitalized R&D expenditure 274,513,905.45
Total R&D expenditure 1,631,857,415.90
Total amount R&D expenditure as a percentage of Revenues (%) 9.80
Ratio of capitalized R&D expenditure (%) 16.82
(2). R&D Staff
VApplicable o N/A
Number of R&D staff 1,740
Proportion of R&D staff to the total employees (%) 12.11
Education background of R&D staff

Education composition Number

PhD 61
Postgraduate 491
Bachelor 768
Junior college graduate 289
High school and below 131

Age composition of R&D staff

Age composition Number

Under 30 years old (exclusive) 767
30-40 years old (including 30 years old, excluding 40 years old) 717
40-50 years old (including 40 years old, excluding 50 years old) 209
50-60 years old (including 50 years old, excluding 60 years old) 47
Over 60 years old 0

(3). Explanations
oApplicable V N/A
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(4). Reasons for and impact of the material change in the composition of R&D staff
personnel on future development of the

Company
oApplicable Y N/A
5. Cash flows
VApplicable o N/A
Unit: Yuan
Item 2023 2022 YOY Change Explanations
(%)
Net cash flow from 3,928,909,609.73 |  3,977,705,139.29 -1.23 | No material change
operating activities
Mainly due to the increase in
cash receipts from investment
Net c_ash f|C?V\{ _from 877,424,336.85 2.252,167,188.62 N/A returns_and the decrease _|n
investing activities expenditures on purchasing
large denomination deposits
during the reporting period.
Mainly due to the increase in
cash outflows due to loan
repayments, distribution of
Nt cash flow from 1927,493522.28 | 566,122,659.80 440,47 | lvidends, and share
financing activities repurchases, as well as the
decrease in financing
activities during the reporting
period.

(I1) Statement on material changes in profits arising from non-principal businesses

JApplicable o N/A

Unit: Yuan
Item Amount As a percenta_ge Cause Sustainable or
of total profit not
Mainly due to changes in gains or losses of
Investment income 79,474,572.01 2.29% [the associates and receipt of dividend No
payments.
Gains or_lossgs from 25,419,715.12 0.73% Mainly due _t(_) fIl_Jctuatlons in market value No
changes in fair value of the securities investment held.
!_ossgs of credit -16,846,468.56 -0.49% Mainly due to_ expected credit losses on No
impairment accounts receivable.
Impairment loss of -312,369,926.37 9.01% !\/Iamly QUe to the impairment provision for| No
assets inventories.
Mainly due to income on disposal of
Non-operating income 7,980,415.72 0.23% |wastes and the transfer without any No
payment.
Non-operating 48,990,788.10 1.41% [Mainly due to donation expenses. No
expenses
Other income 259,061,799.00 7.48% [Mainly due to government grants. Yes

(111) Analysis of assets and liabilities

VApplicable o N/A
1. Status of assets and liabilities
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Unit: Yuan

Item

Ending balance of
this period

Proportion
of ending
balance of

this period

to the total
assets (%0)

Ending balance of
previous period

The
proportion
of ending
balance of
previous
period to
the total
assets (%0)

Change in
amount
(%)

Explanations

Non-current
assets due
within one
year

406,376,425.44

1.12

54,048,611.11

0.15

651.87

Mainly due to the
reclassification of
large certificates of
deposit and time
deposits maturing
within one year.

Other current
assets

77,402,185.01

0.21

163,539,900.32

0.46

-52.67

Mainly due to the
maturity proceeds
from cash
management
operations.

Investment
properties

16,958,213.00

0.05

6,191,475.43

0.02

173.90

Mainly due to the
new leasing of
buildings business
by subsidiaries
during the Period.

Construction
in progress

531,059,118.06

1.46

811,300,068.96

2.27

-34.54

Mainly due to the
transfer of the
production lines of
the new factories
and workshops of
the subsidiaries
which met the
conditions for
transfer into fixed
assets.

Financial
liabilities held
for trading

86,817.12

0.00

755,634.43

0.00

-88.51

Mainly due to the
changes in fair
value of forward
foreign exchange
contracts.

Contract
liabilities

159,082,637.65

0.44

292,977,730.74

0.82

-45.70

Mainly due to the
fact that part of the
contract payments
received in advance
fulfilled the
conditions for
revenue recognition
and were transferred
to revenue during
the Period.

Employee
benefits
payable

399,466,473.91

1.10

573,010,571.46

1.60

-30.29

Mainly due to the
payment of Medium
to Long-term
Business Partner
Share Ownership
Scheme provisioned
in the previous year.
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Non-current Mainly due to the
liabilities due 718,564,144.31 1.98 63,077,260.98 018 | 1,039.1g | ransferoflong-
within one term borrowings
year due within one year.
Mainly due to the
Other current decrease in
o 51,087,001.83 0.14 101,276,714.35 0.28 -49.56
liabilities expected refunds
payable.
Mainly due to the
Lease 15,422,948.41 0.04 23,482,486.07 0.07 34,3 | transfer to lease
liabilities payables maturing
within one year.
Mainly due to the
reduction in share
Capital reserve 1,601,720,087.71 441 2,343,693,215.99 6.56 -31.66 | premium resulting
from stock
repurchases.
Treasury Mainly due to the
- - 347,176,561.29 0.97 N/A | cancellation of
shares
repurchased shares.
Mainly due to
Other changes in the fair
comprehensive -12,246,131.22 -0.03 4,704,473.53 0.01 -360.31 | value of other
income equity instruments
investment.

2. Overseas assets

JApplicable o N/A
(1) Asset size

Of which: Overseas assets were 51.93 (Unit: 100 million Currency: RMB), representing 14.28% of
the total assets.

(2) Statement on high proportion of overseas assets
oApplicable V N/A

3. Restrictions on assets entitlements as at the end of the Reporting Period

VApplicable o N/A

Unit: Yuan

Item

Carrying value at the
end of the period

Cause of restriction

Other monetary funds

6,627,449.66

Letters of credit, bank acceptances and forward exchange

settlement deposits, etc.

Notes receivable

519,789,027.16

Notes pool business and pledge of notes receivable

Total

526,416,476.82

4. Others

oApplicable V N/A

(1V) Analysis of industry-related business information

VApplicable oN/A
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According to the Guidelines for the Industry Statistics and Classification of Listed Companies
issued by the China Association for Public Companies, the Company is operating in the
pharmaceutical manufacturing industry (C27). Adhering to the mission of “For the health, For the
future” and the vision of “diligently make high-quality and innovative drugs”, the Company has
been committed to the pharmaceutical business and been strengthening R&D, production, marketing
and management of medical products, to strive to become a domestic leading integrated
pharmaceutical enterprise with capacity for independent innovation and international
competitiveness in terms of production, technology and management in the near future.

Analysis of business information on pharmaceutical manufacturing industry
1. Basic information on industry and main drugs (products)

(1). Basic information on industry

VApplicable oN/A

1. Influence of industry policies

The year 2023 marks the first year for fully implementing the spirit of the 20th CPC National
Congress, a critical year for comprehensively building a modern socialist country and marching
towards the second Centenary Goal, and the third year of the 14th Five-Year Plan. China has issued
a number of planning documents to make top-level plans for the development of pharmaceutical

industry inthe future. The major policies that had a significant impact on the Company are as follows:
@® Revitalization and development of traditional Chinese medicine

In February 2023, the State Council issued the Notice on the Implementation Plan of Major Projects
for the Revitalization and Development of Traditional Chinese Medicine ( { FFEE 254> K EE K
TR Szt /7 22 (R %)), which further increases support for the development of traditional Chinese
medicine and strive to promote the revitalization and development of traditional Chinese medicine
during the 14th Five-Year Plan period. In April 2023, the National Health Commission issued the
Implementation Plan of Programs on Promoting the Culture of Traditional Chinese Medicine
During the 14th Five-Year Plan Period ( €1 VY79 = 245 3040544 TRESLHE /5 %€ ), which
further defines the supporting measures and the division of work under the 14th Five-Year Plan for
the Development of Traditional Chinese Medicine ( {“+ V0 i FH B 245 K R R ).

@ Key Work Points of 2023 Healthy China Initiative

In March 2023, the Office for Promoting Healthy China Initiative and its member entities and other
relevant entities have formulated the Key Work Points of 2023 Healthy China Initiative ( ({5
[ 475120234 TAFE % 55 ) ), with an aim to promote the implementation of all actions, ensure the
achievement of all tasks and goals as scheduled and protect the all-round and full-cycle health of
the public.

® Adjustment of the catalog of medicines covered by medical insurance
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In December 2023, the National Healthcare Security Administration issued the National Drug
Catalog for Basic Medical Insurance, Work-Related Injury Insurance and Maternity Insurance
(2023) ( (EFIEARL T R TR AT B R 25 5 B 3£ (20234F)) ), effective from 1
January 2024. In this round of adjustment, a total of 126 drugs were added to the Catalog and a drug
was removed from the Catalog. A total of 143 drugs not included in the Catalog participated in
negotiations or bidding, of which 121 drugs succeeded. The negotiation success rate was 84.6% and

the average price reduction was 61.7%, which were basically the same as those in 2022.
@ Routine operation of volume-based procurement

Since 2018, the National Healthcare Security Administration has carried out nine batches of
centralized procurement of pharmaceuticals, which covers a total of 374 drugs with an average price
reduction of over 50%. China organized the centralized volume-based procurement of
pharmaceuticals in a routine and institutionalized manner, and the ninth batch of centralized drug
procurement has been conducted. While continuously exploring and optimizing the rules, China has
established a sound centralized procurement plan. In the future, the national volume-based
procurement will be refined to enhance the quality and efficiency of the whole process, and focus
on the refined management of centralized drug procurement especially in early volume reporting,

circulation and procurement, and clinical use.
® Centralized rectification campaign of the pharmaceutical industry

In July 2023, the National Health Commission held a joint video conference with the Ministry of
Education, the Ministry of Public Security, the National Audit Office, the State-owned Assets
Supervision and Administration Commission of the State Council, the State Administration for
Market Regulation, the National Healthcare Security Administration, the National Administration
of Traditional Chinese Medicine, the National Disease Control and Prevention Administration and
the National Medical Products Administration, which arranged a one-year nation-wide centralized
rectification campaign to address corruption issues in the pharmaceutical industry. The centralized
rectification focused on six aspects: (i) the administrative departments in the pharmaceutical sector
which use power to seek for benefits; (ii) “key persons” and key positions in medical and health
institutions, and kickback-based sales of medicines, equipment and consumables; (iii) social
organizations under the management and guidance of the administrative departments in the
pharmaceutical sector which use the conveniences of work to seek profits; (iv) issues related to the
use of medical insurance funds; (v) pharmaceutical production and operation companies which
conduct illegal behaviors in the purchase and sales; and (vi) medical personnel who violate the Nine
Principles for Integrity-based Practices of Workers in Medical Institutions (  EJ7HL# TAE A
s MO SLITHED] ) ). Through measures such as self-examination and self-correction, centralized
rectification, and overall rectification, China has conducted a systematic governance covering all
areas, the entire chain and full spectrum against prominent corruption issues in the pharmaceutical

industry, and has established and improved a series of long-term mechanisms to secure the effective
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results.

Response measures: The Company will take effective measures to cope with major changes in
policies of the pharmaceutical industry through early layout, transformation, and compliance, and
constantly improve its core competitive strength. Meanwhile, the Company will actively increase
the research, development and innovation of new products, drive development through R&D,
continuously optimize and adjust the product structure, strenuously apply for medical insurance
coverage, maintain the competitive sales of large varieties, strengthen the market development of
new and potential varieties, and promote sales to lower-tier markets, so as to expand sales scale, and
create more competitive advantages of products. The Company will also improve the production
quality management, standardize the safe and environmentally friendly production, further refine
the compliant management system and mechanism, operate in compliance with regulations, and
establish a more reasonable market-oriented system in order to establish its own advantageous

position and core competitiveness.
I1. Basic information on the sector where the Company operates

The Company is primarily engaged in the R&D, production and sale of hundreds of varieties of
pharmaceutical products and health care products in areas such as chemical pharmaceuticals,
biologics, chemical active pharmaceutical ingredients (APIs), TCM, and health care products. Basic

information on the market niches in which the Company operates are follows:

Chemical pharmaceuticals: In recent years, influenced by policies regarding medical insurance
payment control, volume-based procurement and consistency evaluation, chemical pharmaceuticals
have recorded a slower growth in revenues and profit. The market of chemical pharmaceuticals is
relatively competitive as there are many domestic manufacturers. However, innovative drugs and
high-barrier formulations will become an industry trend and an important source of profits thanks
to low competitive pressure and continuous support from national policies. The Company's
chemical pharmaceuticals cover many therapeutic fields with competitive strengths in product
varieties, sales channels, end user groups and brand awareness. In the future, the Company will
speed up research and development, introduce new technologies, and accelerate the product

structure optimization and strategic planning to cope with the increasingly fierce market competition.

Biologics: Biologics include monoclonal antibodies, vaccines, recombinant therapeutic proteins and
other biological therapies. Globally, the development of biologics has been relatively late compared
to chemical pharmaceuticals products, and it is only in the last 40 years that they have entered the
large-scale industrialization stage. However, due to the safety, efficacy, and other clinical needs met
by biologics that chemical pharmaceuticals could not satisfy, the biologics industry has grown
rapidly in recent years, especially in emerging markets such as China, where the biologics industry
is growing at a much faster rate than the general pharmaceutical industry. China's biologics market
is still in a period of unstable segment structure, continued increase in unmet clinical needs, more
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frequent technology iteration, and rapid growth of emerging segments such as monoclonal
antibodies. LivzonBio is the primary biopharmaceutical R&D platform of the Company and
principally engages in the independent innovative R&D and commercialization of
biopharmaceuticals, including innovative mAbs (monoclonal antibodies), mAb biosimilars,
bispecific antibodies, antibody drug conjugates, CAR-T cell therapies, etc., with its products
covering multiple fields such as tumor, autoimmune disease, vaccine, etc.

Chemical APIs: At present, the Company has the following chemical APIs: cephalosporin series,
statin series, and carbapenem series among others. Restricted by heavy investment, long
construction period, high technical threshold and strict environmental protection requirements, the
bulk APl market in China is relatively concentrated. However, overcapacity causes fierce
competition. To adapt to future competition, the Company gradually completed the transformation
and upgrading from bulk APIs to high-end characteristic APIs, from nonstandard market to
standardized market and from domestic market to international market. Meanwhile, in an effort to
further implement the Implementation Plan to Promote the High-quality Development of the API
Industry issued by the National Development and Reform Commission and the Ministry of Industry
and Information Technology in November 2021, the Company strengthened forward-looking
research layout to accelerate high-quality development of APIs under new background. Since
October 2020, the Company has focused on building a research and development platform in
synthetic biology with Al integrated to promote green, low-carbon transformation of the industry,
to give more added value to pharmaceutical intermediates and APIs, and to accelerate integration

into the global industrial chain and value chain.

Traditional Chinese medicine: In recent years, the traditional Chinese medicine has experienced
a sustained influx of favorable policies and refined regulatory frameworks. In terms of policies,
China increased its support for traditional Chinese medicine from the top-level design, and shifted
its policies from the overall long-term planning in the past to more specific guidance including
medical insurance payment, optimization of review and approval rules, and encouragement of
traditional Chinese medicine innovation. The 14th Five-Year Plan for the Development of
Traditional Chinese Medicine released in 2022 is the first five-year plan for traditional Chinese
medicine issued in the name of the State Council, further clarifying China’s determination to
develop traditional Chinese medicine. Since 2023, the traditional Chinese medicine industry also
benefited from a large number of major favorable policies, including the Special Provisions on the
Administration of Traditional Chinese Medicine Registration ( {2573 W& #4171 E) ) and
the Several Measures on Further Strengthening the Scientific Supervision of Traditional Chinese
Medicine to Promote the Inheritance, Innovation and Development of Traditional Chinese Medicine,
which provide a vast space for the development of the traditional Chinese medicine industry.
Traditional Chinese medicine stands as a cornerstone of the Company’s traditional strengths.
Flagship products such as Shengi Fuzheng Injection and Anti-Viral Granules represent key
traditional Chinese medicines of the Company. In the future, the Company will make every effort
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to develop an innovative R&D platform for traditional Chinese medicine to further strengthen the
research and development of innovative traditional Chinese medicine products and continuously

diversify the product pipeline of the Company.

Diagnostic reagents and equipment: As China's healthcare industry develops gradually, in vitro
diagnostic reagents industry is seeing a bigger market but remains in primary stage compared with
developed countries such as European countries and America. With more product varieties and more
advanced technologies, in vitro diagnostic reagents are used in more scenarios, from traditional
hospital laboratories to third-party medical diagnostic institutions, physical examination centers,
families, and other primary healthcare institutions. More application scenarios make the demand for
different kinds of in vitro diagnostic reagents fully released, promoting rapid development of the
industry. Since its establishment, Livzon Diagnostics, controlled by Livzon Group (a holding
subsidiary of the Company), has been committed to the R&D, production and sales of diagnostic
reagents and equipment. After years of efforts and development, it has built a multi-faceted technical
platform that supports ELISA test, colloidal gold rapid test, chemiluminescence assay, multiplex
liquid-chip assay, and nucleic acid assay. It has strong market influence in such fields as respiratory
infection, infectious diseases, and drug concentration monitoring. Some of its products hold big

market shares in China.

Health care products: Driven by increasing public awareness of wellness, aging, consumption
upgrading and promotion of direct sales, health care industry has developed rapidly in recent years.
However, due to low technical threshold and high gross profit, the domestic market is highly
competitive with serious product homogeneity issues and low market concentration. The
Company’s well-known health care foods brands such as “Taita” (K K),* Jingxin” (#f(») and
“Eagle's” (J& /%) deeply rooted in people's minds and have high market awareness. Faced with
intense market competition, while staying committed to traditional pharmaceutical chain channels,
the Company also actively expands online channels through strategic cooperation with new social
e-commerce sales platforms to drive sales growth. In addition, the Company actively prepares to
access to fields of functional food by leveraging its R&D and market strengths to enrich product

pipelines and enhance core competitiveness.
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(2). Basic information on main drugs (products)
VApplicable oN/A
Basic information on main drugs (products) by segment and therapeutic areas
VApplicable oN/A

of vital energy in lung and spleen;
the auxiliary treatment of patients
with lung or gastric cancer who

suffer from the above indications.

Effective and New drug Included in
Protected expiration (product) the Catalog Included
Main Name of drug Registration L Prescription TCM date of patent launched of National | .
Segment . Indications . . . . in NRDL
therapeutic area (product) Category drug or not or not (if right for during the Essential
. . . . or not
applicable) invention (if Reporting Drugs or
applicable) Period or not not
Leuprorelin
Chemical Gonadotropic Acetate Chemical Endometriosis, hysteromyoma, Yes No 2010.12.23- No No Yes
pharmaceuticals | hormones Microspheres drugs Class 6 breast cancer, etc. 2030.12.23
for Injection
Chemical IIap_razoIe Chemical Peptic u]cer bleeding, and _ 2018-08-10-
. Gastroenterology | Sodium for prevention of stress ulcer bleeding Yes No No No Yes
pharmaceuticals - drugsClass2 | . . 2038-08-10
Injection in severe patients
. llaprazole Chemical
Chemical . Gastroenterology | Enteric-Coated | drugs Duodenzfll_ulcer and reflux Yes No 2006.03.24- No No Yes
pharmaceuticals esophagitis 2026.03.24
Tablets Class 1.1
Enhancing the vital energy and
strengthening the body resistance It
is used for the treatment of mental
N _ Traditional fatigue, Iagkmg in strength, weak
Traditional Shengi Chinese breath, laziness to speak, 2005.04.13-
Chinese Antitumor Fuzheng T spontaneous perspiration and Yes No No No Yes
. L medicine . .. 2025.04.13
medicine Injection Class 2 dizziness caused by the deficiency Rad

Note: The starting and expiration dates listed above refer to the corresponding term of patents of core products in each product category.
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Main drugs (products) newly added into and exited from the National Reimbursement Drug

List during the Reporting Period
VApplicable oN/A

) Catalog of National National Reimbursement
Name of main products . .
Essential Drugs Drug List
Leuprorelin Acetate Microspheres for Injection Not included Included
llaprazole Sodium for Injection Not included Included
llaprazole Enteric-Coated Tablets Not included Included
Shengi Fuzheng Injection Not included Included

Winning bids for main drugs in centralized drug procurement during the Reporting Period

Applicable oN/A

Total actual
procurement
Name of main drugs Bid-winning price range volume by Unit
medical

institutions
Leuprorelin Acetate Microspheres for RMB903.86-1295.9 199.80 | Ten thousand boxes
Injection
llaprazole Sodium for Injection RMB71.00 2,139.12 | Ten thousand boxes
Ilaprazole Enteric-Coated Tablets (6 tablets) RMB70.51-83.73 1,466.21 | Ten thousand boxes
Ilaprazole Enteric-Coated Tablets (10 tablets) RMB156.30 133.91 | Ten thousand boxes
Shengi Fuzheng Injection RMB90.63-113.24 506.87 | Ten thousand bottles

Explanations

VApplicable oN/A

(D Data regarding total actual procurement volume by medical institutions are from IQVIA;

@ The information disclosed is the bid-winning price of the issuer province and newly
implemented winning prices during the Reporting Period.

Operating data by therapeutic areas or main drug (products)
VApplicable oN/A
Unit: 10,000 Yuan Currency: RMB

YoY YoY Gross profit
YoY :
change change margin of
. . . change . .
. Operating Operating | Gross profit In - in gross products in
Therapeutic area - - . in . .
income costs margin (%) | operating operatin profit the same field
income cgsts (%%] margin in the same
(%) (%) industry
Gastroenterology 290,319.98 | 33,307.79 88.53 -15.50 -29.15 2.21 78.70%
Gonadotropic 276,696.11 | 84,760.16 69.37 6.80 3.13 1.09 .
hormones
Respiratory 174,104.21 | 34,432.63 80.22 48.35 72.04 -2.72 88.66%
Psychiatry 60,226.32 3,344.57 94.45 10.54 17.54 -0.33 83.05%
Anti-infection 51,040.16 | 19,495.40 61.80 -60.88 -21.28 -19.21 46.46%

Explanations
VApplicable tN/A
(D The gross profit margin of products in the field of gastroenterology is derived from that of the
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relevant industry in “Major products of metabolism and alimentary system” in Fosun Pharma's
2022 Annual Report.

@ No comparable data on gross profit margin in the field of gonadotropic hormones has been
found.

(3 The gross profit margin data of products in the field of the respiratory comes from that of
“respiratory system category” in 2022 Annual Report of Tianjin Tianyao Pharmaceuticals Co.,
Ltd.

@ The gross profit margin data of products in the psychiatric field comes from that of “psychiatric
category” in Nhwa Pharmaceutical's 2022 Annual Report.

® The gross profit margin data of products in the field of the anti-infection comes from that of
“anti-infection category” in 2022 Annual Report of Tianjin Tianyao Pharmaceuticals Co., Ltd.

2. Drug (product) R&D of the Company
(1). Overview of R&D of the Company
VApplicable oN/A

During the Reporting Period, the total R&D investment of the Company was up to RMB1,632
million, accounting for 9.80% of its total revenues. The Company adhered to the two-wheel drive
strategy of “innovative drugs + high-barrier complex formulations”, and promoted the development
and commercialization of innovative technologies and products through independent research and
development, cooperative development and licensing introduction. As at the disclosure date of this
Report, the Company introduced a variety of innovative drugs to consolidate its existing competitive

advantages and enrich its product pipelines, among which the progress of main products are as

follows:
) ) Major R&D Registration o )
Disease Field . o Indication(Tentative) R&D Progress
Project Classification
Used for patients aged 12 years and | Phase III Clinical
Respiratory TG-1000 Chemical above with simple acute influenza trails, completed
system disease drugs Class1 | A and B infection but without enrollment in January
complications 2024
Used for relief (emergency) and
maintenance treatment of
Respiratory Chemical bronchospasm caused by chronic
. DBM-1152A . . Phase I clinical trials
system disease drugs Class 1 | obstructive pulmonary disease,
including chronic bronchitis and
emphysema
Respiratory Chemical
) N91115 Asthma Phase I clinical trials
system disease drugs Class 1
Therapeutic
Respiratory biological 1. Asthma; 2. Moderate and severe Phase Ib clinical
. QXO008N )
system disease products COPD trials
Class 1
Respiratory Therapeutic Used for treating respiratory
) BA2101 ) ) ] Phase II clinical trials
system disease biological diseases such as asthma and COPD
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products
Class 1
. Obtained approval
. Chemical .
Pain FZ008-145 Analgesia for clinical trials in
drugs Class 1
January 2024
o . Obtained approval
Digestive system Chemical .
) JP-1366 Reflux esophagitis for clinical trials in
disease drugs Class 1
February 2024
. . Used for preventing venous
Cardiovascular Chemical ) )
. HHT120 thromboembolism after a major Phase I clinical trials
disease drugs Class 1 )
orthopedic surgery
. Chemical .
Mental disease LS21031 Depression Phase I clinical trials
drugs Class 1

By the end of the Reporting Period, the Company had formed multi-location R&D institutions in

Shenzhen, Zhuhai, Shanghai, Guangzhou, etc. to achieve synergistic development of R&D centers.

And the Company had 1,740 R&D personnel, including 552 with a master’s degree or above. The

overall picture of R&D in various fields is as follows:

1) Chemical pharmaceuticals

(DHigh-barrier complex formulations

Registration

No. Major R&D Project o Dosage Form Project Progress
Classification
Formoterol Fumarate ] Inhalation
1 . . Chemical drugs Class 3 . Launched
Inhalation Solution formulations
] Filed application for launching and
Indacaterol Maleate Powder . Inhalation o ]
2 ] Chemical drugs Class 4 ) completed submission of required
for Inhalation formulations
supplementary materials
Salmeterol Xinafoate- ) Filed application for launching and
. . . Inhalation o ]
3 Fluticasone Propionate Chemical drugs Class 4 . completed submission of required
. formulations o
Powder for Inhalation supplementary materials in January 2024
Fluticasone Propionate . Inhalation ) o )
4 ] ) Chemical drugs Class 4 ) Filed application for launching
Inhalation Suspension formulations
] Inhalation
5 XYP-001 Chemical drugs Class 2 ) Phase I clinical trials completed
formulations
1. Indications for prostate cancer launched;
. . ) ) and
Triptorelin Acetate Chemical drugs Classes Sustained-release
6 . o . 2. Endometriosis indication: Phase III
Microspheres for Injection 2.2and 2.4 microspheres o ) o
clinical trials completed and application for
launching filed
Aripiprazole Microspheres for ) Sustained-release
7 o Chemical drugs Class 2.2 . Filed application for launching
Injection microspheres
Octreotide Acetate ) Sustained-release
8 ) o Chemical drugs Class 4 . BE Study
Microspheres for Injection microspheres
9 Leuprorelin Acetate Chemical drugs Class 4 Sustained-release BE Study
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Microspheres for Injection (3-
month sustained-release)

microspheres

Alarelin Microspheres for

Chemical drugs Classes

Sustained-release

1. Prostate cancer: Phase I clinical trials

completed; and

10
Injection 2.2and 2.4 microspheres 2. Breast cancer and endometriosis: Clinical
trials approval obtained.
Triptorelin Pamoate ) Sustained-release
11 . o Chemical drugs Class 2.2 . Preclinical
Microspheres for Injection microspheres
Long Chain Fat Emulsion . .
12 o Chemical drugs Class 4 Fat emulsion Launched
Injection (O0)
Meloxicam Nanocrystal . Completed PK-BE and obtained clinical
13 o Chemical drugs Class 3 Nanocrystal
Injection approval
Goserelin Acetate Sustained- . Sustained-release
14 Chemical drugs Class 4 ) Preclinical
release Implant implant
Ilaprazole Enteric-coated . .. .
15 Chemical drugs Class 2 Pellet Phase I clinical trails
Pellets
@Other key R&D projects in development
No. Major R&D Project Registration Classification Therapeutic Field Project Progress
1 Biapenem for Injection Chemical drugs Class 4 Anti-infection Launched
2 Voriconazole for Injection (0.2g) Chemical drugs Class 4 Anti-infection Launched
llaprazole Sodium for injection (new ]
3 o Chemical drugs Class 2.4 Gastroenterology Launched
indication)
4 Blonanserin Tablets Chemical drugs Class 4 Psychiatry Launched
Quetiapine Hemifumarate Sustained-release ] )
5 Chemical drugs Class 4 Psychiatry Launched
Tablets
) Submitted an
. o Assisted o
6 Cetrorelix Acetate for Injection (USA) ANDA ) application for
reproduction S
registration
. . . . . Filed application for
7 Voriconazole for Oral Suspension Chemical drugs Class 4 Anti-infection
launching
. . . Filed application for
8 Rabeprazole Sodium Enteric-coated Tablets | Chemical drugs Class 4 Gastroenterology
launching
o ) Assisted Filed application for
9 Progesterone Injection Chemical drugs Class 3 ) )
reproduction launching
Magnesium Sulfate, Sodium Sulfate and
] ] Filed application for
10 Potassium Sulfate Concentrate Oral Chemical drugs Class 4 Gastroenterology
) launching
Solution
L o . Filed application for
11 Tedizolid Phosphate for Injection Chemical drugs Class 4 Anti-infection
launching
12 Vonoprazan Fumarate Tablets Chemical drugs Class 4 Gastroenterology Process validation
13 Paliperidone Palmitate Injection Chemical drugs Class 4 Mentality BE Study
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14 Asenapine Transdermal Patch Chemical drugs Class 2.2 Mentality Phase I clinical trails
15 llaprazole Oral Suspension Chemical drugs Class 2.2 Gastroenterology Preclinical
16 Special project of the Joint Research Center | Chemical drugs Class 1 Anti-tumor Preclinical
17 GWT1 inhibitor project Chemical drugs Class 1 Anti-infection Preclinical
2) Biologics
No. Major R&D Project Registration Classification Project Progress
» . o Therapeutic biological
1 Tocilizumab Solution for Injection Launched
products Class 3.3
Recombinant SARS-COV-2 Bivalent o .
o ) . . Preventive biological
2 (Original/Omicron XBB) Fusion Protein Approved for emergency use
] products Class 1.1
Vaccine (CHO Cell)
. o Therapeutic biological Declared for conditional market launch
3 Lipustobart for Injection
products Class 1 (Pre-BLA)
o . 1. Type 1I diabetes mellitus: Phase 111
. L Therapeutic biological o ) )
4 Semaglutide Injection clinical trails; 2. Weight loss: Approved for
products Class 3.3 o o
clinical trials in February 2024
Recombinant Anti-human IL-17A/F Humanized | Therapeutic biological
5 . o Phase III clinical trails
Monoclonal Antibody Injection products Class 1
Recombinant Human Follitropin Alfa Solution Therapeutic biological
6 o Phase III clinical trails
for Injection products Class 3.3
3) APIs and intermediates
No. Major R&D Project Project Purpose Project Progress
Establishment of genetic and screening
L technology platform for Cephalosporium Technical transformation of | Steadily increased in yield of Cephalosporin
acremonium and breeding of high-yield existing products C in industrial scale fermentation
Cephalosporin C strains
. . . . ) Technical transformation of
2 Breeding of high-yield strain of Demeclocycline o Completed production scale validation
existing products
Development and breeding of a novel high-yield ) .
. . Technical transformation of ] o
3 strain of L-phenylalanine based on IBT o Entered pilot and small-scale study validation
existing products
technology
Breeding of high-producing strains of Acarbose | Technical transformation of ) o
4 . ) ) o Completed production scale validation
based on system metabolic engineering existing products
Development and application of algorithms for ) ) Cooperated with Tencent Quantum
o ) _ Technical transformation of )
5 mining biosynthetic gene clusters (BGCs) based o Laboratory to complete cooperative patent
. existing products o
on deep learning application
Construction of a computational . .
) o ) o Technical transformation of o
6 biology/bioinformatics platform for predicting o Technology platform construction in progress
. existing products
the structure and function of macromolecules
7 Biapenem APIs New product R&D Launched
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8 Caspofungin Acetate APIs

New product R&D

Completed submission of required
supplementary materials, and under

professional review

9 Formoterol Fumarate APls

New product R&D

Completed submission of required
supplementary materials, and under

professional review

10 Meloxicam APls

New product R&D

Under professional review

11 Cilastatin intermediates

New product R&D

Completed the pilot test

4) Traditional Chinese medicine

As at the end of the Reporting Period, there were 10 projects in development, among which four

products under “Class 3.1 of Ancient Classic Traditional Chinese Medicine Compound

Formulations” were undergoing compound formulation study, and the main progress was as follows:

Major R&D ] ]
No. . Project Purpose Project Progress
Project
Used for treating the patients with rheumatoid arthritis, rheumatoid . .
. ) o ] Study on classic prescription
1 JDMFO01 arthritis, hyperosteogeny, ankylosing spondylitis and other rheumatic .
) compound formulations
diseases
Used for treating the patients with vaginitis, cervical erosion and pelvic . o
) ) ) o . . Study on classic prescription
2 JDMF02 inflammation but with spleen deficiency, liver depression and damp .
o compound formulations
turbidity
Used for treating the patients with otogenic vertigo, hypertension, . o
) ) ) ] ) ] Study on classic prescription
3 JDMFO03 neurogenic vertigo epilepsy and facial paralysis, showing syndrome of .
] ) ) compound formulations
wind-phlegm invading upward
Used for treating the patients with pulmonary heart disease, . o
) . ) ] ) Study on classic prescription
4 JDMF04 arrhythmia, coronary heart disease, angina pectoris, rheumatic heart .
) compound formulations
disease, etc.
(2). Basic information on main R&D projects
VApplicable oN/A
R&D projects Protected
(including Name of drug Registration L Prescription | TCM or not
) - Indications . R&D stage
projects subject (product) Category drug or not (if
to GCE) applicable)
It is indicated for maintenance
therapy of bronchiectasis to relieve —
Indacaterol Indacaterol Maleate . . . . Application
Chemical symptoms in adults with chronic
Maleate Powder | Powder for . . Yes No for
. . drugs Class 4 | obstructive pulmonary disease . .
for Inhalation Inhalation . . . registration
(COPD), including chronic
bronchitis and emphysema.
Salmeterol In combination (bronchodilators
) Salmeterol . . .
Xinafoate and ] and inhaled corticosteroids) for the .
. Xinafoate and . ; Application
Fluticasone . Chemical regular treatment of reversible
. Fluticasone . . Yes No for
Propionate . drugs Class 4 | obstructive airways disease, . .
Propionate Powder . . . registration
Powder for . including asthma in adults and
. for Inhalation .
Inhalation children.
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For patients 12 years of age and
Chemical older with uncomplicated acute . .
TG-1000 TG-1000 . . . . Yes No Clinical trial
drugs Class 1 | infection of simple influenza A or
B.
Chemical . .
For the treatment of Idiopathic . .
XYP-001 XYP-001 drugs Class ) . Yes No Clinical trial
pulmonary fibrosis (IPF)
2.2;Class 2.4
For chronic obstructive pulmonary
disease (COPD), including relief
Chemical (emergency treatment) and . .
DBM-1152A DBM-1152A . Yes No Clinical trial
drugs Class 1 | maintenance therapy for
bronchospasm caused by chronic
bronchitis and emphysema.
Chemical - .
N91115 N91115 Asthma Yes No Clinical trial
drugs Class 1
Application
Chemical . PP -
JP-1366 JP-1366 Tablets Treatment of reflux esophagitis. Yes No for Clinical
drugs Class 1 .
trials
1. Type Il Diabetes
2. It is used for the chronic weight
management in adult patients with 1.Clinical
an initial body mass index value of ials:
Therapeutic Y . trials;
. . . 30kg/m? or above (obesity) or
Semaglutide Semaglutide biological A 2. Approved
Iniection Iniection roduct 27kg/m? or above (overweight) Yes No
I ! ?Class 23) and the presence of at least one for clinical
' weight-related complication (such trials.
as hypertension, dyslipidemia,
fatty liver and obstructive sleep
apnea syndrome).
Recombinant
Novel Recombinant Novel
Coronavirus Coronavirus Fusion . . .
. . - Preventive Used for prevention of diseases
Fusion Protein Protein Bivalent . . .
. . Biological caused by novel coronavirus Launched
Bivalent (Lintotype . . Yes No
. . . products (SARS-CoV-2) infection (COVID- under EUA
(Lintotype strain/Omicron
. . . . Class 1.1 19).
strain/Omicron strain) Vaccine
strain) Vaccine (CHO cells)
(CHO cells)
Recombinant Anti-
Human IL-17A/F Therapeutic
LZM012(IL-17 Humanized biological Moderate to severe plaque . .
. Yes No Clinical trial
AJF) Monoclonal product psoriasis
Antibody for (Class 1)
Injection

(3). Drugs (products) filed for regulatory approval and granted approval during the

Reporting Period
VApplicable oN/A

@ Drugs (products) filed for regulatory approval during the Reporting Period

Name of drug

Registration
Category

Approval items Indications

Salmeterol Xinafoate-
Fluticasone Propionate
Powder for Inhalation

Chemical

drugs Class 4

Application for | Used for regular treatment of reversible obstructive

market launch | airway diseases through combination of drugs

56




Joincare Pharmaceutical Group

Annual Report 2023

(bronchodilators and inhaled corticosteroids), including
asthma in adults and children.

Voriconazole for Oral

Chemical

Application for

This product is a broad-spectrum triazole antifungal drug,
which is indicated for the treatment of the following
fungal infections in adults and children aged 2 years and
above: 1. Invasive aspergillosis. 2. Candidemia in
patients with neutropenia. 3. Severe invasive infections
caused by fluconazole-resistance candida (including
monilia krusei). 4. Severe infections caused by

Suspension drugs Class 4 | market launch . . . . .
scedosporium and fusarium This product is mainly used
for the treatment of patients with progressive and
potentially life-threatening fungal infections, as well as
the prevention of invasive fungal infections in high-risk
patients undergoing allogeneic hematopoietic stem cell
transplantation (HSCT).

Aripiprazole Chemical o

. Application for . .

Microspheres for drugs Class Schizophrenia in adults.

I market launch
Injection 2.2
Triptorelin Acetate Chemical o
) Application for o
Microspheres for drugs Class Endometriosis.
o market launch

Injection 24
Treatment of gastric ulcer, duodenal ulcer, marginal

Rabeprazole Sodium Chemical Application for | ulcer, reflux esophagitis, and Zollinger-Ellison syndrome.

Enteric-coated Tablets

drugs Class 4

market launch

Auxiliary treatment to eradicate helicobacter pylori in
patients with gastric ulcer or duodenal ulcer.

Magnesium Sulfate,
Sodium Sulfate and
Potassium Sulfate

Concentrate Oral Solution

Chemical

drugs Class 4

Application for

market launch

This product is indicated for adults and are used for
intestinal cleaning before any operation that requires so
(such as operations that require intestinal visualization,
including endoscopy, radiological examination and

surgery).

Tedizolid Phosphate for

Injection

Chemical
drugs Class 4

Application for
market launch

Treatment of acute bacterial infections in skin and its soft
tissue.

Progesterone Injection

Chemical
drugs Class 3

Application for
market launch

This product acts on endometrium and can help conceive
and maintain pregnancy. It is generally used for luteal
function supplementation in the treatment with assisted
reproductive technology.

Tracheal stent

Medical
devices Class
111

Application for

market launch

Treatment of tracheal stenosis caused by malignant

lesions.

Lipustobart for Injection

Therapeutic
biological
product
(Class 1)

Approval for
conditional

market launch

Recurrent or metastatic thymic carcinoma after failure of

first-line chemotherapy.
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Cetrorelix Acetate for
Injection (USA)

ANDA

This product can prevent premature ovulation in patients
with controlled ovarian stimulation during the treatment

with assisted reproductive technology.

Therapeutic

It is used for the chronic weight management in adult
patients with an initial body mass index value of 30kg/m?

) o biological Application for | or above (obesity) or 27kg/m? or above (overweight) and
Semaglutide Injection o . . o
product Clinical trials the presence of at least one weight-related complication
(Class 3.3) (such as hypertension, dyslipidemia, fatty liver and
obstructive sleep apnea syndrome).
Chemical Application for

JP-1366 Tablets

drugs Class 1

Clinical trials

Treatment of reflux esophagitis.

® Drugs (products) granted clinical approval during the Reporting Period

Name of drug

Registration
Category

Indications

Meloxicam Nanocrystal
Injection

Chemical drugs
Class 3

It is indicated for the management of moderate to severe pain in
adults, and can be used alone or in combination with non-
NSAID analgesics. Due to the delayed onset of analgesia, it is
not recommended to use alone when a rapid onset of action is
required.

Alarelin Microspheres

Chemical drugs

Estrogen receptor positive breast cancer during premenopause

for Injection Class 2.2 and 2.4
Alarelin Microspheres Chemical drugs .
- Endometriosis
for Injection Class 2.2
Asenapine Transdermal Chemical drugs . -
Patch Class 2.2 Treatment of schizophrenia in adults

Elagolix Sodium Tablets

Chemical drugs
Class 3

Treatment of moderate to severe pain related to endometriosis

Recombinant Novel
Coronavirus Fusion
Protein Bivalent
(Lintotype
strain/Omicron strain)
Vaccine (CHO cells)

Preventive
Biological
products Class
1.1

Used for prevention of diseases caused by novel coronavirus
(SARS-CoV-2) infection (COVID-19).

® Drugs (products)

granted registration approval during the Reporting Period

Name of drug

Registration
classification

Indications

Formoterol Fumarate
Inhalation Solution

Chemical drugs
Class 3

Indicated for the maintenance treatment of bronchoconstriction
in patients with chronic obstructive pulmonary disease
(COPD), including chronic bronchitis and emphysema. Used
twice a day (morning and evening) for long-term treatment.

Biapenem for Injection

Chemical drugs
Class 3

It is indicated for the treatment of septicemia, pneumonia, lung
abscess, acute bronchitis, acute exacerbation of chronic
bronchitis, refractory urocystitis, pyelonephritis, peritonitis and
pelvic inflammation caused by sensitive bacteria.

Long Chain Fat
Emulsion Injection (OO)

Chemical drugs
Class 4

It is indicated for patients with infeasible, insufficient or
contraindicated enteral nutrition to supplement fats through
parenteral nutrition. As a component of parenteral nutrition, it
provides fats including refined olive oil and soybean oil
necessary for the human body.

58



Joincare Pharmaceutical Group

Annual Report 2023

llaprazole Sodium for
Injection (New
Indications)

Chemical drugs
Class 2.4

Prevention of stress ulcer bleeding in severe patients

Triptorelin Acetate
Microspheres for
Injection

Chemical drugs
Class 2.2

Prostate cancer patients requiring androgen deprivation
therapy.

Tocilizumab Injection

Therapeutic
biological
product (Class
3.3)

1. Rheumatoid arthritis (RA); 2. Systemic juvenile idiopathic
arthritis (sJIA), and cytokine release syndrome (CRS)

Blonanserin Tablets

Chemical drugs
Class 4

Schizophrenia.

Quetiapine Fumarate
Sustained-release
Tablets

Chemical drugs
Class 4

This product is used to treat schizophrenia and paralepsy of
bipolar disorder.

Voriconazole for
Injection

Chemical drugs
Class 4

Treatment of invasive aspergillosis. Treatment of severe
invasive infections caused by fluconazole-resistance candida
(including monilia krusei) Treatment of severe infections
caused by scedosporium and fusarium This product is mainly
used for the treatment of immunodeficient patients with
progressive and potentially life-threatening fungal infections.

Recombinant Novel
Coronavirus Fusion
Protein Bivalent
(Lintotype
strain/Omicron strain)
Vaccine (CHO cells)
(EUA)

Preventive
Biological
products Class
11

Used for prevention of diseases caused by novel coronavirus
(SARS-CoV-2) infection (COVID-19).

Cyclosporine Softgels
(under consistency

Chemical drugs

1. Prevention and treatment of rejection reaction or graft-
versus-host reaction after allogeneic organ transplantation or
bone marrow transplantation. 2. Treatment of autoimmune
diseases such as lupus nephritis and refractory nephrotic

evaluation) syndrome undergoing ineffective treatment with other
immunosuppressive treatments.
Intravenous infusion of this product is indicated for infections
caused by methicillin-resistant staphylococcus aureus and
Vancomycin other bacteria: septicemia, infective endocarditis,

Hydrochloride for
Injection (under

consistency evaluation)

Chemical drugs

osteomyelitis, arthritis, burns, surgical trauma and other
superficial secondary infections, pneumonia, lung abscess,
empyema, peritonitis and meningitis. It may be administered
orally for antibiotic-associated pseudomembranous colitis due
to clostridium difficile and staphylococcal enterocolitis.

Bismuth potassium
citrate capsules (under

consistency evaluation)

Chemical drugs

Used for gastric and duodenal ulcers, and chronic superficial
gastritis with helicobacter pylori infection.

Mesh nebulizer

Medical devices
Class Il

Administer liquid medication to patients via inhalation by
nebulization

(4). Cancellation of main R&D projects or the failure to obtain approval for drugs

(products) during the Reporting Period

oApplicable VYN/A

(5). R&D accounting policy

VApplicable oN/A
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The research and development (R&D) expenses of our company consist of expenses directly related
to R&D activities, including salaries of R&D personnel, direct input costs, depreciation and
amortization of long-term assets, equipment debugging costs, amortization of intangible assets,
expenses for outsourcing research and development, clinical trial expenses, and other expenses.
Among these, the salaries of R&D personnel are allocated to R&D expenses based on project hours.
Equipment, production lines, and premises shared between R&D activities and other production

operations are allocated to R&D expenses based on the proportion of hours or area utilized.

Expenditures on an internal research and development project are classified into expenditures on

the research phase and expenditures on the development phase.

Expenditures on the research phase shall be recognized in profit or loss for the current period when
incurred.

Expenditures on the development phase will be capitalized only when all of the following conditions
are satisfied: it is technically feasible to finish the development of the intangible asset so that it will
be available for use or sale; the Company intends to finish the development of the intangible asset
and use or sell it; it can be demonstrated how the intangible asset will generate economic benefits,
including proving that the intangible assets or the products produced by it will have markets, or the
intangible assets for internal use will be useful; there are adequate technical, financial and other
resources to complete the development and the Company is able to use or sell the intangible assets;
and expenditures on the development phase attributable to the intangible assets can be reliably
measured. The development expenditures that do not satisfy the above conditions shall be

recognized in profit or loss for the current period.

Our research and development projects enter the development stage after meeting the above

conditions and forming the project through the technical and economic feasibility studies.

Capitalized expenditures on the development phase are shown as development expenditures on the

balance sheet and reclassified as intangible assets on the date the project meets the intended purpose.
Capitalization conditions for specific research and development projects are as follows:

@  For research and development projects that are not required to obtain clinical approvals, the
period from the beginning of research and development to before the pilot phase is treated as the
research phase, and all expenditures shall be recognized in profit or loss for the current period when
incurred; the period from the pilot phase to the obtaining of production approvals is treated as the
development phase, and all expenditures shall be recognized as development expenditures and
reclassified as intangible assets after the obtaining of production approvals.

@  For research and development projects that require clinical approval, the period from the
beginning of research and development to the obtaining of clinical approval is treated as the research

phase, and all expenditures incurred shall be recognized in profit or loss for the current period when
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incurred; the period from the obtaining of clinical approval to the obtaining of production approval
is treated as the development phase, and the expenditures shall be recognized as development

expenditures and reclassified as intangible assets after the obtaining of production approval.

(3The purchase price of the purchased external technology or formula is recognized as development
expenditures, and subsequent research and development expenditures are accounted for in

accordance with @ and & above.

(@The Company reviews the latest research and development status of each project at the end of
each year and if the research and development project no longer qualifies for the development stage,
the corresponding development expenditure are recognized in profit or loss for the current period.

B Where it is impossible to differentiate the expenditures on the research phase and the expenditures
on the development phase, all the research and development expenditures are recognized in profit

or loss for the current period.

(6). R&D expenditures

Horizontal comparison
VApplicable oN/A

Unit: 10,000 Yuan Currency: RMB

Proportion of Provortion of Ratio of
Comparable neer R&D pR s capitalized R&D
P ep R&D expenditures amount | expenditures to - expenditures
companies revenues (%) expenditures to %)
net assets (%)
Fosun Pharma 588,500.00 13.39 10.88 26.90
Kelun Pharma 181,489.48 9.60 10.75 1.09
CR Double-Crane 72,240.26 7.65 6.73 34.29
Humanwell Healthcare
113,397.67 5.08 6.32 14.74
(Group)
North China
. 60,909.32 5.80 9.78 64.32
Pharmaceutical
Average R&D expenditures in the same industry 203,307.35
Proportion of R&D expenditures to revenues during 9.80
the Reporting Period (%)
Proportion of R&D expenditures to net assets during 721
the Reporting Period (%)
Ratio of capitalized R&D expenditures during the 16.82
Reporting Period (%)

Notes: 1. The data regarding comparable companies listed above are from each company's 2022
annual report;

2. The average R&D expenditures in the same industry is the arithmetic average of the R&D
expenditures of five comparable companies listed above.

Statement on material changes in R&D expenditures and rationality of R&D expenditures
proportion and capitalization proportion
oApplicable VN/A

61



Joincare Pharmaceutical Group

Annual Report 2023

Investment in major R&D projects

VApplicable oN/A

Unit: 10,000 Yuan Currency: RMB

R&D Expensed Capitalized Proportion of
. . R&D YoY
R&D project expenditur R&D R&D .
. . expenditures to | change (%)
esamount | expenditures expenditures
revenues (%)

Indacatero! Maleate Powder 48852 ) 488.52 0.03 62.95
for Inhalation
Salmeterol Xinafoate and
Fluticasone Propionate 2,403.94 - 2,403.94 0.14 -20.98
Powder for Inhalation
TG-1000 6,783.83 2,313.62 4,470.21 0.41 -
XYP-001 1,230.89 322.45 908.44 0.07 -52.46
DBM-1152A 1,532.41 1,532.41 - 0.09 -
N91115 501.48 501.48 - 0.03 -
JP-1366 12,253.77 1,234.78 11,019.00 0.74 -
Semaglutide Injection 8,476.38 1,796.10 6,680.28 0.51 392.69
Recombinant Novel
Coronavirus Fusion Protein
Bivalent (Lintotype 8,125.85 8,125.85 - 0.49 -
strain/Omicron strain)
Vaccine (CHO cells)
LZMO012(IL-17 A/F) 7,238.63 7,238.63 - 0.43 84.08

Notes:

The main reason for the quite significant YoY change in our R&D expenditure is that our R&D projects were in
different R&D stages during the Reporting Period, and certain projects mentioned above were acquired by the
company during the current reporting period.

3. Sales of drugs (products) of the Company
(1). Analysis of main sales model

VApplicable oN/A

Please refer to the “Overview on the businesses of the Company during the Reporting Period” in

this Chapter.

(2). Analysis of selling expenses
Components of selling expenses

VApplicable oN/A

Unit: 10,000 Yuan Currency: RMB

current period current period to total selling expenses (%)
Business promotion expenses 377,725.97 85.18
Employee compensation 50,204.04 11.32
Entertainment and travel 6.659.74 150
expenses
Business meeting expenses 2,716.72 0.61
Others 6,137.75 1.38
Total 443,444.23 100.00

Horizontal comparison
VApplicable oN/A
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. . Proportion of selling expenses to
Comparable peer companies Selling expenses
revenues (%6)

Fosun Pharma 917,117.61 20.87
Kelun Pharma 468,594.77 24.78
CR Double-Crane 265,604.45 28.12
Humanwell Healthcare (Group) 427,470.75 19.14
North China Pharmaceutica 184,406.86 17.56
Total selling expenses of the Company during the Reporting Period 443,444.23
Proportion of selling expenses to revenues during the Reporting

! 26.64
Period (%)

Note: The data regarding comparable companies listed above are from each company's 2022 annual report.

Statement on material changes in selling expenses and reasonableness of selling expenses
VApplicable oN/A

During the Reporting Period, the Company's selling expenses were RMB4,434.44 million,
accounting for 26.64% of revenues, representing a year-on-year decrease of 10.43%. Looking
forward, the Company will continue to deepen the reform of the marketing system to optimize sales
channels and increase the cost efficiency for high profitability.

4. Others
oApplicable VN/A

(V) Analysis of investments
Overall analysis of equity investments
VApplicable oN/A

During the Reporting Period, the Company carried out strategic investments in accordance with
our development plans as follow:
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1. Major equity investment
VApplicable oN/A

Unit: 10,000 Yuan Currency: RMB

Whether In the Item on the Litig
the target is Percenta L - - Impact of | ation . .
- L9 Consolidation financial Source . Investment | Status as of | Expected . - Disclosure | Disclosure
Name of Principal primarily Investment Investment ge of Partner (if o - | gainorloss | invo - f .
- - ? scope of the statement of - period (if balance return (if date (if index (if
investee business engaged in method amount sharehold . applicable for the Ived
: - Company or (if funds any) sheet date any) - any) any)
investment ing ; period or
busi not applicable)
usiness not
Engaged in
investment
.| activities with its
Wuhan Kangli | own funds; asset
Ilﬂealt? . management Capital
nvestmen services invested contribution
Management with its own New own Livzon of RMB100 Please see | Please see
N 0, - -
Co., Ltd. (B0 | funds; corporate Yes establishment 100,000 67.20% Yes NIA funds | Group Long term thousand 0.04 | No dNe(i;eili for dNe(i;eili for
JENH AR | management; was
EHGRA entrepreneurship completed
) investment and
financing
advisory
Services.
Engaged in
production of
veterinary
medicine;
operation of
Lijian veterinary
(Guangdong) medicine; import Capital
Animal and export of contribution
Healthcare goods and New own Livzon of Please see | Please see
J— 0, - -
Co., Ltd. (Fifé technology and No establishment 20,000 72.12% Yes N/A funds Group Long term RM_B}S0.0 1,577.99 No Notq 2 for Notq 2 for
(TF) 2 sale of 0 million details details
P @i%fﬁﬁ N disinfectors was
a (excluding completed
) dangerous
chemicals) and
animal health
products;
technical
advisory services
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on animal
breeding, etc.

Jiaozuo
Joincare Bio
Technological
Co., Ltd.(&1E
{8 FE T AE I
mn A PR AF])

General items:
research and
development of
industrial
enzymes;
research and
development of
fermentation
process
optimization
technology;
biological feed
research and
development
(except for the
items subject to
approval
according to law,
business
activities shall be
carried out
pursuant to the
business license
independently
according to law)
Licensed items:
pharmaceutical
production;
production of
feed additives
(for items subject
to approval
according to
laws, the relevant
operation
activities may be
carried out only
after approval by
relevant
authorities, and
the specific

No

Capital
injection

20,000

100.00%

Yes

N/A

Own
funds

N/A

Long term

Capital
contribution
of
RMB200.0
0 million
was
completed

19,525.75

No

N/A

N/A
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operation items
shall be subject
to approval
documents or
licenses by
relevant
authorities)

Total

/

/ /

140,000.00

/ /

/

/

/

/ /

- 1794772 |/ / /

Note 1: For details, please refer to the Announcement of Joincare Pharmaceutical Group Industry Co., Ltd. on the Establishment of the Joint Venture with Livzon Group, a Controlling
Subsidiary (Lin 2022-142) disclosed by the Company on 13 December 2022;

Note 2: For details, please refer to the Announcement on Investment in the Establishment of the Joint Venture with Joincare, the Controlling Shareholder and Connected Transaction disclosed
by Livzon Group (000513.SZ, 01513.HK) on 17 January 2023.

2. Major non-equity investment

oApplicable VN/A

3. Financial assets measured at fair value

VApplicable oN/A

Unit: Yuan Currency: RMB

Gain or loss on Accumulated . Ar_nount of

Amount at the L. S e Impairment Amount of disposal /
Type of assets beginning of the change in fair change in fair rovision for urchase durin redemption Other change Amount at the end

yp g 9 value for the value included in P - P . g mp Y of the period
period - . the period the period during the
period equity period

Shares 235,534,124.87 -24,381,075.99 -47,547,131.07 6,183,753.83 - - 169,789,671.64
Funds 688,053,816.62 3,298.53 -60,605,611.86 - 20,271,628.35 - 607,179,874.94
Derivatives 5,432,511.57 -2,295,776.28 - - - - 3,136,735.29
Others 373,954,090.97 585,021.31 53,565,146.76 30,000,000.00 27,978.31 3,279.44 458,076,280.73
Total 1,302,974,544.03 -26,088,532.43 -54,587,596.17 36,183,753.83 20,299,606.66 3,279.44 1,238,182,562.60

Information on investment in securities

VApplicable oN/A
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Unit: Yuan Currency: RMB

Initial Carrying Gain or loss on Accumulated Amount of Amount of Profit or Carrying
Type of Securities Securities . Source of amount at the change in fair change in fair purchase . . amount at the Accounting
" - investment - . . disposal during loss for L
securities code abbreviation fund beginning of the value for the value included during the . . end of the item
cost ; . . - A the period the period .
period period in equity period period
Kunlun Own Financial
Share 00135 4,243,647.64 4,975,513.90 1,404,274.90 - - - | 260,579.14 6,379,788.80 assets held
Energy funds -
for trading
own Financial
Fund 206001 Penghua Fund 150,000.00 funds 934,289.94 3,298.53 - - - - 937,588.47 assets held
for trading
Huadon Oown Financial
Share 000963 jong 39,851.86 15,425,841.60 -1,760,128.08 - - - 95,587.48 13,665,713.52 assets held
Medicine funds :
for trading
Beam own Financial
Share BEAM(US) Therapeutics, 31,117,151.47 funds 82,218,236.97 | -24,025,222.81 - - - - 58,193,014.16 assets held
Inc. for trading
Elicio own Other equity
Share ELTX(US) Therapeutics, 35,363,302.05 funds 34,823,014.36 - -27,002,953.43 - - - 7,820,060.93 instruments
Inc. investment
Carisma own Other equity
Share CARM(US) Therapeutics, 38,807,266.00 funds 34,821,295.50 - -26,098,003.75 | 6,183,753.83 - - 14,907,045.58 instruments
Inc. investment
. . Other equity
Share L<L|_A|\I/|E ) 'I‘nucng"'fe Al 58,837,745.24 ]fax"dl 9,615,483.94 - -4,010,721.79 - - - 5,604,762.15 | instruments
’ investment
Luzhu own Other equity
Share 02480 Biotech- 30,000,00- funds 53,654,738.60 - 9,564,547.90 - - - 63,219,286.50 instruments
B investment
own Financial
Others - - 27,978.31 funds 29,271.00 -1,292.69 - - 27,978.31 3,279.44 - assets held
for trading
Total / / 198,586,942.57 / 236,497,685.81 | -24,379,070.15 -47,547,131.07 | 6,183,753.83 27,978.31 | 359,446.06 170,727,260.11 /

Statement of investments in securities
oApplicable YN/A
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Information on investment in private equity fund

VApplicable oN/A

The Company had no new private equity funds invested during the reporting period. As at the end of the reporting period, the book balance of private equity funds
invested by the Company amounted to approximately RMB385 million.

Information on investment in derivatives

Applicable oN/A

(1) Derivative investments for hedging purposes during the reporting period.

VApplicable oN/A

Unit: 10,000 Yuan

Percentage of

Carrying Gainorlosson | Accumulated Amount of Amount of Carrying investment amount to
TR Initial investment | amount at the | change in fair change in fair purchase disposal amount at the
Type of derivatives investment amount beginning of | value for the | valueincludedin| during the during the end of the (t:r:)emn:;s;s:ttsﬂ?g ;23
the period period equity period period period of the period(%6)
Forward foreign exchange 223,365.24 46,113.94 -162.70 - 176,731.57 188,649.06 35,683.35 1.58
Total 223,365.24 46,113.94 -162.70 - 176,731.57 188,649.06 35,683.35 1.58

Explanation as to whether there has
been a material change in the
accounting policy and accounting
principles for the Company’s
derivatives during the Reporting
Period as compared with the
previous reporting period

No material change

Explanation of actual gain or loss
during the Reporting Period

The gain or loss realized during the Reporting Period was RMB-23.0238 million yuan.

Explanation of hedging effect

The company's foreign exchange derivative transactions are conducted around the actual foreign exchange receipts and payments of the company.
Adhering to the principle of exchange rate neutrality and based on specific operational activities, the company aims to mitigate adverse effects caused by

significant exchange rate fluctuations and avoid foreign exchange market risks.

Source of funds for derivatives
investment

Own funds
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Risk analysis of derivatives position
held during the Reporting Period
and explanation of control measures
(including but not limited to market
risk, liquidity risk, credit risk,
operational risk, legal risk, etc.)

To effectively manage the uncertainty of exchange rate fluctuations on assets denominated in foreign currency of the Company, foreign exchange forward|
contracts and other financial derivatives are employed to lock relevant exchange rates for the purpose of hedging. The Company has formulated the
Management System for Financial Derivatives Trading ( { &RfiTA= 538 245 & #HIFED ) in relation to the operation and control of foreign exchange
derivatives: 1. Market risk: the uncertainty of exchange rate fluctuations in the foreign exchange market has led to higher market risk in foreign exchange
forward business. Control measures: The Company’s foreign exchange forward business is entered into for hedging exchange rate risk associated with assets
denominated in US dollar and lock the future exchange settlement price of such assets. It is designed to be used as a hedging instrument. Such foreign
exchange derivatives shall not be used for speculative trading. The principle of prudence and conservation shall be observed so as to effectively prevent
market risk. 2. Operational risk: operational risk arises from imperfect internal process, improper operation, system failure and other factors. Control
measures: The Company has formulated the corresponding management measures, clearly defined the responsibilities of all parties, improved the review
and approval process and established supervisory mechanism, so as to effectively reduce operational risk. 3. Legal risk: The Company’s foreign exchange
forward business is subject to applicable laws and regulations, and shall clearly stipulate the relationship of rights and obligations with financial institutions.
Control measures: In addition to strengthening the knowledge of laws and regulations and market rules in the Company’s responsible department, the|
Company’s legal department shall also strictly review various business contracts, agreements and other documents, specify the rights and obligations, and|
strengthen compliance inspection, so as to ensure that the Company’s investment and operation in derivatives have met the requirements of applicable laws
and regulations as well as the Company’s internal systems.

In order to manage the uncertainty risk caused by price fluctuations of bulk commodities on the purchase cost of raw materials of the Company, financial
derivatives such as commodity futures contracts are employed to hedge raw materials. The Company has formulated the Internal Control System for
Commodity Futures Hedging Business ( {75 i {55 & HAARAE L 45 P B3 Hl i £ ) ) to standardize the management and risk control of commodity
futures derivatives: 1. Market risk: the uncertainty of price changes of bulk commodities has led to greater market risk in futures business. Control
measures: The Company’s futures hedging business shall not carry out speculative trading, the operation principle of prudence and conservation shall be
observed, the number of hedging transactions shall be strictly limited, such that it does not exceed the actual number of spot transactions, and the futures
position shall not exceed the spot volume for hedging purpose. 2. Operational risk: operational risk arises from imperfect internal process, improper
operation, system failure and other factors. Control measures: The Company has formulated the corresponding management system, clearly defined the
division of responsibilities and approval process, and established an improved supervisory mechanism, so as to effectively reduce operational risk through
risk control of business process, decision-making process and transaction process. 3. Legal risk: The Company’s commodity futures hedging business is
subject to applicable laws and regulations, and shall clearly stipulate the relationship of rights and obligations with financial institutions. Control
measures: In addition to strengthening the knowledge of laws and regulations and market rules in the Company’s responsible department, the Company’s
legal department shall also strictly review various business contracts, agreements and other documents, specify the rights and obligations, and strengthen
compliance inspection, so as to ensure that the Company’s investment and operation in derivatives have met the requirements of applicable laws and
regulations as well as the Company’s internal systems.

Change in market price or fair value
of the derivatives invested during
the Reporting Period, the specific
method, related assumptions and
parameters used in the analysis of
the fair value of derivatives shall be
disclosed

Gains and losses arising from change in fair value of the forward foreign exchange contracts, option contracts and commodity futures contracts during the
Reporting Period were RMB-1.6270 million.

Litigation involved (if applicable)

Not applicable
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Disclosure date of the
announcement in relation to the

derivatives by the general meeting
of shareholders (if any)

. . 7 April 2023
approval of investment in
derivatives by the Board (if any)
Disclosure date of the
announcement in relation to the
approval of investment in Not applicable

(2). Derivative investments for speculative purposes during the reporting period.

oApplicable YN/A
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4. Progress of Material Asset Restructurings of the Company during the Reporting Period
oApplicable VN/A

(V1) Sale of major assets and equity

OApplicable

VN/A

(V1) Analysis of major controlled and invested companies
VApplicable oN/A

Unit: 10,000 Yuan

Company

Nature of
business

Main products and services

Registered
capital

Total assets

Net assets

Revenues

Operating
profit

Net profit

Taitai
Pharmaceutical

Industry

R&D, production and sale of oral
liquids, tablets (hormone-
containing), aerosols (including
hormone-containing aerosols),
inhalation formulations (solution for
inhalation) (hormone-containing),
nasal sprays (hormone- containing),
and dietary supplements

10,000

48,736.59

34,504.23

27,194.40

8,918.35

7,687.52

Haibin Pharma

Industry

Powders for injection (including
penicillin-containing powders),
tablets, hard capsules, APIs, sterile
APIs, inhalation formulations
(solution for inhalation), powders
for inhalation, pharmaceutical
excipients, R&D technical services,
and testing technical services

70,000

163,228.18

107,840.72

99,227.74

15,457.17

15,037.88

Xinxiang
Haibin

Industry

Manufacturing and sale of
pharmaceutical intermediates and
APIs (excluding proprietary Chinese
medicine or TCM decoction pieces)
(excluding hazardous chemicals)

17,000

47,438.09

33,391.11

69,978.68

6,186.48

5,381.50

Joincare Haibin

Industry

R&D, production, storage,
transportation and sale of chemical
APIs (including intermediates) and
pharmaceuticals. Import and export
business and domestic trading
(excluding State controlled or
franchised goods)

50,000

137,417.36

122,363.16

83,518.52

46,844.92

40,228.10

Health
Pharmaceutical

Industry

Production and sale of self-produced
dietary supplements, TCM
decoction pieces, and drug products

HKD7,317

14,545.40

10,124.80

4,620.46

1,124.22

772.06

Shanghai
Frontier

Industry

R&D of new pharmaceutical
products, dietary supplements,
medical devices, diagnostic
reagents, and pharmaceutical
intermediates, and provision of
relevant technical consulting,
technical services and technology
transfer

5,000

16,780.11

11,305.79

10,028.84

3,056.98

2,843.91

Jiaozuo
Joincare

Industry

R&D, production and sale of
pharmaceuticals, chemical APIs,
biological APIs, pharmaceutical
intermediates, and biological
products

70,000

179,139.15

128,261.93

147,394.06

22,898.14

20,173.56

Topsino

Commerce

Investment and trading

HKD89,693

210,221.50

157,325.19

0.00

29,807.20

29,517.54

Livzon Group

Industry

Drug R&D, production,
manufacturing and sale

92,394

2,504,482.71

1,476,670.30

1,243,003.83

241,510.85

189,760.10

Notes: 1. The companies listed above are companies where the Company directly or indirectly held 100% equity interest, exceptfor
Livzon Group and Shanghai Frontier; financial data thereof are data of individual accounting statements and that attributed toparent
companies; as there are transactions between subsidiaries or between a subsidiary and the Company, data of individual financial

statements are not separately analyzed.
2. For business conditions of Livzon Group, please refer to the 2023 Annual Report of Livzon Pharmaceutical Group Inc.

(V1) Structured entities controlled by the Company
o Applicable VN/A

VI. Discussion and analysis of the Company's future development
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() Industry landscape and trend
Applicable oN/A
For details, please refer to the “Basic information on industry” in this chapter.

(1) Company's strategies for business development

VApplicable oN/A

Taking scientific and technological innovation as a strategic priority and executing our dual-drive
strategy of developing platforms of both innovative medicines and high-barrier complex
formulation, we have been evolving into a world-wide influential innovative pharmaceutical
enterprise paying great attention to people's livelihood and actively undertaking social
responsibilities. Over the years, the Company has been committed to developing itself in the
pharmaceutical field, and has grown into an integrated pharmaceutical enterprise covering multiple
areas including chemical pharmaceuticals, biologics, chemical APIs and intermediates, traditional
Chinese medicine, diagnostic reagents and equipment. In the future, the Company will continue to
increase R&D expenditures to improve its research and innovation capacity, accelerate the
optimization and adjustment of its product structure, fully leverage its existing market advantages,
and actively deepen the reform of the marketing system, to promote its sustainable and steady
business growth.

(111) Business plan
VApplicable oN/A

In 2023, Joincare made great efforts to overcome difficulties to seek development, concentrated on
improving quality and efficiency, and thus harvested all hard-won achievements. In 2024, a crucial
year to realize the objectives and tasks of China’s “14th Five-Year Plan”, the Company will
strengthen the two-wheel drive strategy of “innovative drugs + high-barrier complex formulations”,
accelerate the transformation to an innovative pharmaceutical enterprise with international
competitiveness, comprehensively enhance its own sustainable development capacity through
digital and intelligent new technologies and new models, actively respond to changes in industry
policies, as well as continuously deepen market promotion. The main focus of work for each
business segment of the Company is as follows:

1. R&D Center

In the government work report of the Second Session of the 14th National People’s Congress in
2024, the term “innovative drugs” was written into the government work report for the first time,
and the pharmaceutical-related areas of focus like promoting innovations in traditional Chinese
medicines and improving centralized procurement of drugs were also widely concerned. The
Company will continue to strengthen and improve its independent research and development system,
efficiently promote the R&D and clinical development progress of existing innovative drugs such
as TG-1000, DBM-1152A, FZ008-145 and JP-1366, as well as high-barrier complex formulations
such as Salmeterol Xinafoate-Fluticasone Propionate Powder for Inhalation and Meloxicam
Nanocrystal Injection around several advantageous fields including respiratory diseases,
Gastroenterology, psychiatry, assisted reproduction and anti-tumor, and build a differentiated
product pipeline layout. It will accelerate the construction of a R&D platform, fully push forward
the commercialization of these technical platforms for innovative drugs, inhalation formulations,
sustained-release microspheres, monoclonal antibodies, micro-nanocrystalline formulations, and
ensure continuous output of these products in its core advantage areas. Targeting core R&D talents,
it will introduce such talents through various channels to enrich its human resources, further
strengthen the construction of a talent pool, and maintain continuous technological innovations. In
the meantime, the Company will focus on advantageous areas, establish market-oriented thinking
of products, face unmet clinical needs, and pay constant attention to international cutting-edge
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technologies and product international layout opportunities. Through various means including
cooperative development and licensing, the Company has introduced more innovative drug projects
and improved its product combinations in such advantageous areas. As at the disclosure date of this
Report, the Company has completed the cooperative introduction of innovative drugs, i.e., QX008N
and BA2101. In the future, the Company will deepen international cooperation in respect of
innovative drugs and leverage its partnership with the International Finance Corporation (IFC) to
promote its internationalization strategy and achieve sustainable development.

2. Sales Center

The key tasks in prescription drug marketing of the Company are as follows: Firstly, continuously
reinforce the sales team, enhance combat capability of the team, establish a sound management
mechanism for sales personnel, and further optimize the performance evaluation system to ensure
smooth realization of the annual target. Secondly, further improve the cooperation mechanism,
strengthen the cooperation and coordination among these departments for marketing, medicine,
digital development, commerce, bidding, etc., support the sales function, integrate overall resources,
ensure accurate and efficient resource input, concentrate on the access of key products in key
hospitals, as well as give full play to the status of new national negotiation drugs including
Tobramycin Inhalation Solution and the policy advantages like “dual channels”, and open up “the
last mile” of drug negotiation and admission to improve drug accessibility and ensure drug supply.
Thirdly, optimize the compliance marketing system, further improve the compliance management
system, and upgrade the risk pre-warning and disposal mechanism and the sales accountability and
evaluation mechanism by regularly carrying out sales compliance trainings and cultural construction,
so as to improve the sales risk management level and thus escort steady progress in the future.
Fourthly, enhance the public awareness of chronic disease management through multi-channel
marketing and promotion. And meanwhile with the help of such platforms as “Respiratory Experts’
Views” and “Gastroenterology Experts’ Views”, carry out patient education activities online,
organize free clinical treatment to communities offline, as well as elevate patients’ management
level and awareness of chronic systemic diseases through double-line linkage medical services, thus
contributing to Health China 2030.

In terms of marketing and promotion of APIs and intermediates, pay equal attention to both
international and domestic markets. As to the international market, constantly deepen cooperation
with global strategic customers, explore market segments, actively develop customer resources,
maintain cooperative partnerships, give full play to the advantages of corporate brand, and form a
long-term, stable and win-win cooperation model with strategic partners; establish a good brand
reputation in the global market through close cooperation with international first-class enterprises;
and meanwhile keep a close eye on the changes in exchange rate and market conditions, and adjust
sales strategies in a timely manner. As to the domestic market, pay close attention to the development
trend of the industry, fully grasp the market opportunities such as national centralized procurement,
make overall plans, optimize cost and product quality, and achieve steady progress.

In terms of healthcare and OTC marketing, focus on brand promotion and user enhancement, build
a brand-driven business flow, organizational structure and talent system, further implement digital
marketing system, drive sustainable business growth by virtue of brand, constantly strengthen
“online + offline” collaborative linkage to drive offline channel sales, continuously promote
organizational structure reform, channel deep distribution and key chain cooperation through offline
channels, increasingly promote digital marketing system, off-site drainage and on-site linkage
through online channels based on market resources, as well as deeply embrace platform promotion
and holiday marketing, and promote online channel sales through platform promotion and holiday
gift boxes. In terms of content marketing, continuously expand the number of KOL cooperation,
break through the audiences from vertical to non-vertical KOL, and constantly expand brand
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exposure; as well as improve the closed loop in multi-channel stations, introduce self-streaming and
reach streaming, and perfect the efficiency of content marketing. In terms of brand marketing and
construction, cooperate deeply with offline channel chains, establish a trinity offline marketing
system of chain-regional market-users, make use of brands to drive offline marketing, widen
industry endorsement, deepen cooperation with industry associations and professional forums
together with official media, strengthen brand professionalism, as well as carry out corresponding
joint cooperation on platform promotion and holiday marketing to expand brand exposure and
further enhance brand sales. In terms of user operation, enhance the experience of users, provide
them with a professional and intimate service system from only just solving user problems to valuing
brand dimension, and attach importance to user experience. And meanwhile, optimize core business
flows, support business organization adjustment and elevate talent capabilities based on the new
growth model.

3. Production Center

Adhere to the transformation and upgrading towards intelligent manufacturing, apply digital and
information management monitoring and traceability approaches, and adopt lean production and
lean management ideas to improve product quality, reduce production costs and lower energy
consumption costs, thereby comprehensively enhancing product competitiveness; stick to safety
production, focus on product quality, continuously build a quality management system, carry out
risk control centered on product quality, make extensive inspections to raw and auxiliary materials,
production sites and production processes, identify safety production risks according to the six GMP
testing systems, continuously optimize the entire product production process by introducing green
synthesis technology and adopting synthetic biology technology, improve employee training system
to continuously enhance their professional skills and ensure uniform and stable product quality;
persist in cost reduction and efficiency increase, optimize production, improve system and
streamline management by introducing advanced technologies and equipment, and effectively
improve the levels of production and operation around cost reduction and efficiency increase; as
well as persevere in green development, continuously uphold and carry forward the concept of green,
healthy and sustainable production, upgrade environmental protection and quality standards and
requirements, set environmental goals, strengthen monitoring over energy consumption, pollutant
emissions and other environmental information during production and operation, and implement
energy-saving, emission reduction and green production in practice. And meanwhile actively
promote international certification of the Company’s products, make an advance layout by taking
advantage of the opportunity that China becomes a formal applicant for PIC/S, complete GMP
inspections subject to international standards, and promote the Company’s production and quality
management levels to align with international standards.

4. Functions and strategies

The key tasks in the functional areas of the Company are as follows: Firstly, further improve the
organizational structure and institutional setup of these subsidiaries under the Group,
comprehensively promote lean management, as well as reduce costs and increase efficiency.
Secondly, continuously value talents and systems, implement a target management system that
combines OKR and KPI, implement quarterly rolling dynamic tracking and adjustment, and require
all departments to cooperate closely and give full support to provide strong services and guarantees
for R&D, production and sales. Thirdly, continue to promote corporate cultural progress, and further
publicize corporate culture of the Group and its subsidiaries, so as to enhance cohesive and
centripetal forces. Fourthly, actively leverage the resource advantages of internal and external
business cooperation and invest in the layout and introduction of innovative products and
technologies to enhance the overall strategic layout. Fifthly, actively practice corporate social
responsibility, strive to enhance corporate governance level and expedite high-quality and
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sustainable development.

(1V) Potential risks

\ Applicable o N/A

1. Risks of changes in industrial policies

The pharmaceutical manufacturing industry is significantly affected by changes in industrial
policies. The pharmaceutical industry will face great challenge in development in the future with
continuous deepening of medical reform, advancement of supply-side structural reform in the
industry, revision of Drug Administration Law, acceleration of consistency evaluation of generic
drugs, adjustment of the new edition of National Reimbursement Drug List, expansion of volume-
based procurement, centralized rectification of the pharmaceutical industry and other industrial
policies that have been successively launched. In November 2023, the Company’s key product
Levosalbutamol Hydrochloride Nebulizer Solution (:FRAC¥0 T & FE AL N ¥4 #R) was selected
in the ninth batch of national volume-based drug procurement. This is expected to be implemented
in March 2024 and it is anticipated to have a significant impact on the sales price and market share
of this product.

Response measures: The Company will pay close attention to industry dynamics and reforms, cope
with major changes in policies of the pharmaceutical industry through early planning,
transformation and compliance, and further establish and improve its compliant operation
mechanism and system. It will actively strengthen new product R&D and innovation and constantly
improve its core competitive strengths. Meanwhile, the Company actively engages in the access to
the national reimbursement drug list and negotiation, and continue to increase the coverage of
hospitals and sales, to realize the objective of “price for quantity”, so as to reduce the impact of
price adjustment on the Company’s steady growth. The volume-based drug procurement is
becoming a regular practice. In the face of the volume-based drug procurement and the possible
impact on the business performance of the Company, the Company will continue to enhance its
innovative efforts, boost its competitive edge, and strive to ensure the stable operation of the
business. With the Company’s new high-barrier complex formulations, represented by inhalation
formulations, being launched on the market, commercialization will gradually enter a stable
contribution period. The Company’s product structure will be further optimized, and the reliance on
specific products will also gradually reduce. In the future, relying on combining independent R&D,
external introduction and cooperative development, the Company will continue to innovate and
develop clinically needed innovative drugs with substantial added value, as well as high-barrier
complex formulations. It will delve into products with market potential and technological barriers,
actively advance post-market evaluations for key products, and conduct consistency evaluations for
related products. The Company will continuously optimize its product portfolio and actively explore
and expanding into international markets to promote the sustained and steady development of sales
performance.

2. Market risk

With advancement of supply-side structural reform in the pharmaceutical manufacturing industry
and two invoice policy in circulation domain, pharmaceutical market structure is deeply changed.
With the gradual standardization and centralization of the market, competition in the pharmaceutical
industry becomes increasingly fierce. Affected by increasingly stricter drug regulation, policy-based
drug price reduction, price cutting during bidding, medical insurance premium control, and
minimum procurement commitment of the pharmaceutical industry in current stage, bid winning
price of drugs will be further lowered, competition among enterprises in the industry will be
intensified, and price war will occur frequently, thus the Company will be at the risk of drug price
reduction.
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Response measures: The Company will establish a more reasonable market system through strict
compliance operation so as to maintain its dominant position and core competitive strengths, and
ensure that it can achieve sustainable and steady development and improve its profitability by
reinforcing marketing. Meanwhile, the Company will offset the impact of product price reduction
by means of price supplement based on quantity, and optimize technical process and reduce
production costs through internal exploration and transformation. Moreover, the Company will
speed up the R&D and marketing of new products, spread risks of the Company while expanding
the range of existing products in segment markets, improve sales and form new profit growth point
by increasing product varieties in the future.

3. Risk of safety and environmental protection

The Company is an integrated pharmaceutical manufacturing enterprise. During production, it
implements relevant chemical synthesis process and uses a large number of acid and alkali and other
chemical components, which are inflammable, explosive, toxic, irritant and corrosive, and have
hidden hazards of fire, explosion and poisoning, posing certain risks to the production and operation
of the Company. As environmental protection policies and regulations have been constantly issued
in recent years, environmental protection standards have become more stringent, and the state has
strengthened its control over pollutants, risks of environmental protection of the Company are
increasing.

Response measures: The Company has always obeyed the safety work concept of “Putting People
First” and the guideline of “Safety First, Precaution Crucial and Comprehensive Treatment”. It will
strengthen the construction of safe production infrastructure and ensure a sound environment for
safe production of the Company through regular internal audit of safety and environment systems
as well as employee safety education and training. The Company will carry out discharge after
treatment and reaching standards in accordance with environmental protection provisions, actively
accept supervision and inspection of environmental protection authorities, and try to reduce
emission and increase expenditures in environmental protection by improving production process
and promptly updating environmental protection technology.

4. Risk in price and supply of raw materials

There is a larger fluctuation in the supply price of some raw materials of the Company due to
changes in material prices, especially the materials of traditional Chinese medicine, causing greater
volatility or rise in production costs of the Company. Meanwhile, the quantity and category of raw
material suppliers of the Company are various, thus quality of final products of the Company will
be directly affected by the selection of raw material suppliers and the guarantee and control of
quality of raw materials.

Response measures: In terms of selection of suppliers, the Company will conduct an open tendering
and bidding based on the principle of selecting qualified suppliers, strengthen audit of suppliers, and
eliminate the adulteration of adverse suppliers. The Quality Assurance Department and Supply
Department of the Company will directly conduct process control of products provided by suppliers
of key raw materials and carry out quality inspection and control of final products

5. Risk of R&D for new drugs

New drug R&D is characterized by high input, high risk and long period. The State has frequently
issued drug R&D related policies in recent years to further enhance approval work requirements of
new drugs for marketing, thus bringing certain risks for new drug R&D of the Company. Meanwhile,
promotion of drugs after marketing is affected by national regulations, industry policies, market
environment and competitive intensity, causing that income obtained after marketing of new drugs
cannot reach the expected income, making the Company at risk of product R&D.
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Response measures: The Company will focus on innovative medicines and high-barrier complex
formulation, pay attention to unmet clinical needs, and continuously invest in innovative research
and development. The Company will further improve the R&D and innovation systems, introduce
and develop high-end talents, proactively carry out cooperation and introduction of overseas
innovative medicines, strengthen market research and evaluation of varieties, reinforce the process
regulation and risk management of the initiation of R&D projects, and concentrate efforts and make
key breakthroughs in the R&D of core products. At the same time, the Group’s advantages in APIs
will be fully utilized to reinforce the integration of API and drug formulations to ensure the long-
term sustainable development of the Company.

(V) Others
oApplicable YN/A

VII. Information not disclosed according to guidelines due to inapplicability of the standard,
involving state secrets or trade secrets or other reasons, and notes on relevant reasons
oApplicable VYN/A
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Chapter 4 Corporate Governance

I. Corporate Governance
VApplicable oN/A

The Company is in compliance with the corporate governance requirements applicable to it as a
PRC public company listed on the Shanghai Stock Exchange in all material aspects, including but
not limited to the Company Law, the Securities Law, the Guidelines for Corporate Governance of
Listed Companies, and the Rules Governing the Listing of Stocks on Shanghai Stock Exchange.
During the Reporting Period, the Company continued to improve its corporate governance structure,
strengthen information disclosure management and enhance investor relations management and
internal control to standardize the operation of the Company.

1. Shareholders and General Meetings

During the Reporting Period, 1 annual general meeting and 4 extraordinary general meetings were
held by the Company. The Company convened and held general meetings in strict compliance with
the Articles of Association, Rules of Procedure for the General Meetings and other relevant
regulations to ensure that resolutions can be made at general meetings based on fairness and
openness, thereby safeguarding the rights and interests of shareholders. In addition, the Company
made full use of modern information technology such as online voting to ensure that all shareholders,
particularly minority shareholders, can attend general meetings and exercise their rights to know
and participate in decision making in the most convenient and fastest way.

2. Controlling shareholders and the listed company

The Company is able to carry on its business and operations independently. In terms of business,
personnel, assets, organizations and finance, the Company performed management and accounting
independently from the controlling shareholders of the Company. The controlling shareholders of
the Company have exercised their rights and assumed their obligations in strict compliance with the
laws and regulations, and have never directly or indirectly interfered with the decision-making or
business activities of the Company without authorization of the general meeting. The Company has
formulated the Management Policy of Joincare Pharmaceutical Group Industry Co., Ltd. for
Preventing the Controlling Shareholders or De Facto Controller and Other Related Parties from
Appropriating Funds of the Company, and has established a long-term mechanism to prevent the
controlling shareholders or de facto controller and their related parties from using funds of the listed
company or damaging the interests of the listed company. During the Reporting Period, there was
no circumstance where the Company's controlling shareholders, de facto controller, and their related
parties embezzled assets of the Company or damaged the interests of the Company and minority
shareholders.

3. Directors and the Board

During the Reporting Period, the Company held 15 Board meetings in multiple ways, including on-
site meeting, voting through electronic means and the combination of on-site meeting and electronic
means, providing convenience for the attending directors. During the Reporting Period, the Board
of the Company performed its duties actively and effectively in strict compliance with the relevant
regulations, including the Company Law, the Articles of Association, and the Rules of Procedure
for the Board Meetings.

The Board of the Company comprises a total of 9 directors, including 4 independent directors who
are legal, financial and medical industries professionals and provide constructive advice for the
effective, standard governance and decision-making on major policies of the Company. Besides,
five special committees are set up under the Board of the Company, namely the Audit Committee,
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the Remuneration Committee, the Strategy Committee, the Nomination Committee, and the
Corporate Social Responsibility Committee. These committees assist the Board in performing its
decision-making and supervision functions and give full play to their expertise, so as to ensure the
legality, scientificity, and correctness of decisions made by the Board.

During the Reporting Period, the Company convened, held and voted at the board meetings in
accordance with the Rules of Procedure for the Board Meetings, and all directors of the Company
have attended meetings including the board meetings and general meetings in a conscientious,
responsible and honest manner, actively participated in relevant business training, familiarized
themselves with relevant laws and regulations, and clarified the rights, obligations and
responsibilities of directors.

4. Supervisors and the Supervisory Committee

During the Reporting Period, the Company held 10 meetings of the Supervisory Committee for
review of the periodic report, option exercise, adjustments to the projects of raised funds, and other
matters of the Company. The Supervisory Committee of the Company is comprised of three
supervisors, including one employee's representative. During the Reporting Period, the Supervisory
Committee of the Company performed its duties in accordance with the law, supervised the duty
performance of directors and senior management of the Company, carried out regular inspections
on the financial position of the Company, and focused on significant investments of the Company,
fully protecting the interests of the Company and all shareholders.

5. Performance evaluation and incentive mechanism for senior management

The appointment and dismissal of and reward and punishment for senior management of the
Company are performed in strict accordance with the relevant laws, regulations, and the Articles of
Association. The Company has established the selection, appointment and performance assessment
criteria and the remuneration decision-making procedure for the senior management. The
Nomination Committee of the Company provided appropriate candidates for directors and senior
management in accordance with the law, and submitted the list of candidates to the Board of the
Company for review. The Remuneration Committee of the Company, pursuant to the regulations
such as the Management Policy on the Remuneration and Performance Assessment of Senior
Management, determined the result of performance assessment of senior management based on the
completion of business objectives of the Company and work objectives of the senior management
in 2023. Based on the result of performance assessment, the performance bonus and remuneration
of senior management in 2023 were determined and submitted to the Board of the Company for
review and resolution.

6. Investor relations

The Company has always attached great importance to communication and exchange with investors.
The Board designated departments and personnel to manage information disclosure and investor
relations, enhance communication with minority shareholders, answer questions from shareholders
on the production, management and operation of the Company, and listen earnestly to the
suggestions and advice of shareholders on the strategy and development of the Company. Without
violating regulations, the Company satisfied to the maximum extent the information needs of
investors for the sustainable and healthy development of the Company.

7. Information disclosure and transparency

The Company disclosed information in a timely, accurate, authentic and complete manner in strict
compliance with the relevant regulations, including the Company Law, the Rules Governing the
Listing of Stocks on Shanghai Stock Exchange, the Articles of Association, and the Information
Disclosure Management Bylaws. The Company designated the Board Secretary to manage
information disclosure, receive visitors, answer questions consulted, contact shareholders, and

79



Joincare Pharmaceutical Group Annual Report 2023

provide investors with the information publicly disclosed by the Company. The Company is able to
disclose information in an authentic, accurate, complete and timely manner in accordance with the
laws, regulations, and the Articles of Association, and is able to ensure equal access to information
for all shareholders.

8. Stakeholders

The Company has fully respected the legitimate rights and interests of stakeholders, including banks,
other creditors, employees, consumers, suppliers and communities, and has extended
communication and cooperation with such stakeholders based on mutual benefit, so as to jointly
promote the sustained and healthy development of the Company and protect the interests of public
shareholders.

During the Reporting Period, the Company did not provide undisclosed information to its substantial
shareholders or de facto controller, and the substantial shareholders and de facto controller of the
Company did not interfere with the production, operation and management of the listed company.
Overall, no corporate governance irregularities were found.

The corporate governance of the Company complies with the Company Law and relevant
regulations issued by the CSRC. Achieving good corporate governance is a long journey, which
requires continuous improvement. The Company will continue to timely update and improve its
internal governance system in accordance with relevant regulations, discover and solve problems in
a timely manner, and strengthen internal management, so as to promote standard operation and
corporate governance as well as advance the steady and healthy development of the Company.

9. Establishment and implementation of insider registration management system for insider
information

The Resolution relating to Amendment of the Insider Registration Management System for Inside
Information of Joincare Pharmaceutical Group Industry Co., Ltd. was revised and approved at the
8th meeting of the 8th session of the Board of the Company, with a view to strengthening the
confidentiality of inside information, maintaining the principles of openness, fairness and justice for
the Company's information disclosure, and protecting the legitimate rights and interests of investors.
During the Reporting Period, the Board Office of the Company was responsible for the management
of inside information of the Company. It is stipulated that the documents and data reported and
transmitted externally and other information involving inside information and information
disclosure shall be reviewed and approved by the Board or the Board Secretary. When preparing
periodic reports and planning significant matters, the Company performed inside information
registration timely, and reminded the insiders by mail or phone not to deal with shares of the
Company during the sensitive period. Through self-inspection, it was found that there was no
circumstance where the insiders dealt with shares and derivatives using inside information of the
Company during the Reporting Period.

Whether there are any material deviations of the Company's corporate governance from laws,
administrative regulations and CSRC regulations on the governance of listed companies; If
any, the reasons should be explained.

oApplicable VYN/A

Il. Measures taken by the controlling shareholder and de facto controllers to ensure the
independence of the Company’s assets, personnel, finance, organization, business, in addition
to solutions, work schedules and follow-up work plans adopted to enhance the independence
of the Company

oApplicable VYN/A
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Engagement in the same or similar business as the Company by controlling shareholders, de facto
controllers and other units under their control, and the influence of horizontal competition or major
changes in horizontal competition on the Company, countermeasures taken, progress and follow-up

plan

oApplicable VN/A

I11. General Meetings

Query index of
. the designated .
'\:eii?g;]g n?::fi 2; wet_asi'ge for Dlsggc;séure Meeting resolution
publishing the
resolution
The Resolution on the Proposal on
2023 First Cangellation of Treasury Shares
Extraordinary Prev!ously Repurchased was
General 19 May 2023 | www.sse.com.cn | 20 May 2023 | considered and approved. $ee the
Meeting Announcement on Resolutions of 2023
First Extraordinary General Meeting
(Lin 2023-056) for details.
Nine (9) resolutions were considered
and approved, including the 2022
Annual Work Report of the
Supervisory Committee, 2022 Annual
2022 Annual i
Work Report of the Board of Directors
Ic\iﬂzr:iirs; 9 June 2023 | www.sse.com.cn | 10 June 2023 and 2022 Annual Financial Final
Accounts Report. See the
Announcement on Resolutions of 2022
Annual General Meeting (Lin 2023-
061) for details.
The Resolution on the Proposal on the
Election of Mr. Yin Xiaoxing as an
2023 Second .

A Independent Director of the Company
E)étnr:gldmary 58238 eptember WWW.SSe.com.cn %gzséeptember was considered and approv_ed. See the
Meeting Announcement on Resolutions of 2023

Second Extraordinary General Meeting
(Lin 2023-100) for details.

Two Resolutions resolutions were
considered and approved, including the

. Third Phase Ownership Scheme under
2023 Third - .
Extraordinary 12 October 13 October Medium to Long-term I_3usmess
General 2023 WWW.SS8.COM.CN | 510a Partner Share Ownership ‘_Scheme of
Meeting the Company (Draft) and its Summary.

See the Announcement on Resolutions
of 2023 Third Extraordinary General
Meeting (Lin 2023-111) for details.
The Resolution on the Revise Certain
Clauses of the Independent Directors'
Working System and the Resolution on
2023 Fourth the Amend Certain Clauses of the
Extraordinary 8 December WWW.SSe.com.ch 9 December Articles of Association of the
General 2023 Rl ' 2023 Company were considered and
Meeting approved. See the Announcement on
Resolutions of 2023 Fourth
Extraordinary General Meeting (Lin
2023-136) for details.

Holders of preferred shares with resumed voting rights requesting to hold extraordinary
general meeting
o Applicable V N/A

Explanations of General Meetings
o Applicable V N/A
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IV. Information on directors, supervisors and senior management

(I) Changes in shareholding and remuneration of current directors, supervisors, and senior
management and those left the Company during the Reporting Period

Applicable oN/A

Unit: shares
Total pre-tax
Number remuneration Receive any
received -
of shares Number - remuneration
Change in from the
. Start date of | End date of held at of shares shareholding Reason Company from any
Name Position (Note) Gender | Age the held at . for . related party
the tenure the tenure L during the during the
beginning | the end of ear change Renortin of the
of the the year Y porting Company or
Period
year (RMB Ten not
thousand)
. 28 August 27 August
Zhu Baoguo Chairman Male 62 2021 2024 334.47 No
Liu . . 28 August 27 August
Guangxia Vice Chairman Female | 55 2021 2024 436.96 No
. . . 28 August 27 August Equity
Yu Xiong Director, President Male 63 2021 2024 800,000 980,000 180,000 incentive 360.00 No
. Director, Vice
8:2 o President, Chief Male | 53 | 55700USt | 200Ut T 217400 | 717,400 0 225,59 Yes
gteng Financial Officer
. . Director, Vice 28 August 27 August
Lin Nanqi President Male 42 2021 2024 1,291,040 | 1,291,040 0 225.59 Yes
. 15
Yin Independent 27 August
Xiaoxing Director Male 58 gggtsember 2024 3.0 No
. Independent 28 August 27 August
Huo Jing Director Female | 48 2021 2024 12.00 No
. . Independent 28 August 27 August
Qin Yezhi Director Male 50 2021 2024 12.00 No
Independent 28 August 27 August
Peng Juan Director Female | 60 2021 2024 12.00 No
- 15
Cui Liguo Independent Male | 54 | 28AUGUSt | oo ember 8.50 No
(resigned) Director 2021
2023
Chairman of the
Yu Xiaoyun Supervisory Male 56 ggﬁugust %ngust 70.36 No
Committee
. - 28 August 27 August
Peng Jinhua Supervisor Female | 62 2021 2024 38,043 38,043 0 4.80 No
. Lo . 18 May 27 August
Xing Zhiwei | Supervisor Male 38 2022 2024 11151 No
8
Zh_ang Vice President Male 41 | September 27 August 201.56 No
Leiming 2024
2023
Vice President
Zhao ! 28 August 27 August
Fengguang ;Z(;rr(i‘tary to the Male 49 2021 2024 768,000 768,000 0 205.59 No
Total / / / / / 3,614,492 | 3,794,492 180,000 | / 2,224.43 /

Notes: 1. Mr. Zhu Baoguo serves as the chairman of Livzon Group, a controlled subsidiary of the Company; and
Mr. Yu Xiong and Mr. Qiu Qingfeng serve as non-executive directors of Livzon Group. The remuneration listed
above does not include the part paid by Livzon Group. Please refer to Livzon Group's 2023 Annual Report for

details.

Name

Main work experience

Zhu Baoguo

Male, born in 1962, with a bachelor's degree. He was the director of Henan Xinxiang
Waterborne Resin Research Institute, vice chairman and general manager of Henan Feilong
Fine Chemical Products Co., Ltd., and had been the general manager and vice chairman of the
Company since 1992. He is currently the chairman of the Company and the chairman of Livzon
Pharmaceutical Group Inc. Mr. Zhu Baoguo is a shareholder of Shenzhen Baiyeyuan
Investment Co., Ltd., a controlling shareholder of the Company, and is the de facto controller
of the Company.

Liu Guangxia

Female, born in 1969, with a college degree. She was the manager of the Advertising
Department of CCTV International Corporation Shenzhen, deputy general manager and director
of the Company, and the vice chairman of Livzon Group. She is currently the vice chairman of
the Company. Ms. Liu Guangxia is a shareholder of Shenzhen Baiyeyuan Investment Co., Ltd.,
a controlling shareholder of the Company, and is the spouse of Mr. Zhu Baoguo, the de facto
controller of the Company.
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Yu Xiong

Male, born in 1961, researcher. He graduated from the Department of Chemistry of Fudan
University with a bachelor of science degree in July 1984. In 1999, he received the special
government allowance from the State Council. In 2004, he studied at KU Leuven in Modern
Enterprise Management. From July 2005 to January 2006, he worked as a senior visiting scholar
at California State University, Northridge. Since 2016, he had been the vice president of the
Company. He serves currently as director and president of the Company, non-executive director
of Livzon Group, chairman of Shanghai Frontier and Haibin Pharma, independent director of
Sichuan Biokin Pharmaceutical Co., Ltd., director of Shanghai Huatai Investment Development
Co., Ltd., honorary director of Chinese Pharmaceutical Association, honorary chairman of
Pharmaceutical Engineering Specialized Committee, honorary director of Shanghai Society of
Chemistry and Chemical Industry, and adjunct professor of East China University of Science
and Technology. He was formerly the vice president of China State Institute of Pharmaceutical
Industry, chemistry department director and vice president of Shanghai Institute of
Pharmaceutical Industry, chairman of Shanghai Techwell Biopharmaceutical Co., Ltd., legal
person of National Shanghai Center for New Drug Safety Evaluation and Research, and general
manager and chairman of Sinopharm Yangzhou VAC Biological Engineering Co., Ltd. He was
also the person in charge of the comprehensive new drug research and development platform
under the national key project of “new drug creation”(Shanghai Institute of Pharmaceutical
Industry) and the technical chief of rolling projects under the 12th Five-Year Plan.

Qiu Qingfeng

Male, born in 1971, with an executive master of business administration degree from China
Europe International Business School, member of Chinese Institute of Certified Public
Accountants (non-practicing). He worked at Tianjin No.1 Machine Tool Works. Since 1996, he
had served successively as the finance personnel, finance supervisor, finance manager, deputy
general manager of the Company, and the general manager, board secretary, and president of
the Company. He is currently the director, vice president and chief financial officer of the
Company and a non-executive director of Livzon Pharmaceutical Group Inc.

Lin Nangqi

Male, born in 1982, with a bachelor of engineering degree. He was formerly the workshop
supervisor of Chongging Daxin Pharmaceutical Co., Ltd., the workshop manager, production
director and deputy general manager of Livzon Group Xinbeijiang Pharmaceutical
Manufacturing Inc., and the general manager of Jiaozuo Joincare Bio Technological Co., Ltd.,
a wholly-owned subsidiary of the Company. He is currently the director and vice president of
the Company.

Yin Xiaoxing

Male, born in 1966, with a doctoral degree. He used to be Dean of the School of Pharmacy and
Vice President of Xuzhou Medical University. He is currently a professor of Xuzhou Medical
University, a doctoral supervisor of pharmacology, Director of Jiangsu Key Laboratory of New
Drug Research and Clinical Pharmacy, and an independent director of Jiangsu Nhwa
Pharmaceutical Co., Ltd. Now, he is a member of the Teaching Steering Committee of
Pharmacy Specialty in Colleges and Universities of Ministry of Education, the Chairman of the
Steering Committee of Jiangsu Science Class 2 Postgraduate Education, the Vice Chairman of
Jiangsu Province Pharmacological Society, and the Chairman of the Preclinical Pharmacology
Professional Committee of New Drugs of Jiangsu Province Pharmacological Society. He ever
presided over the national natural science fund of China and several natural science funds of
Jiangsu Province, published more than 90 papers as included in SCI as a correspondent author,
and applied for 12 patents and was authorized 4 patents as the first finisher. He successfully
constructed the undergraduate pharmacy program and pharmacy discipline system of Xuzhou
Medical University. And he is the head of clinical pharmacy major and pharmacy major in the
national first-class specialty construction points, and the head of the Clinical Pharmacology, a
national first-class course.

Huo Jing

Female, born in 1976, with a bachelor's degree. She is a member of All China Lawyers
Association and Tencent Guangdong Real Estate Think Tank. She was a specially invited
lawyer by chinacourt.org, 9ask.cn, 66law.cn, Southern Metropolis Daily, and Shenzhen
Evening News. Since 2007, she has been the lawyer and partner of Guangdong Sun Law Firm.
She was a member of Real Estate Specialized Committee of Shenzhen Lawyers Association,
and served successively as permanent legal adviser to many companies, fully responsible for
the review of corporate legal affairs, drafting and amendment of economic contracts, and
issuance of legal opinions, with extensive litigation experience for various types of cases. She
is currently an independent director of the Company.

Qin Yezhi

Male, born in 1974, with a bachelor's degree, a practicing member of Chinese Institute of
Certified Public Accountants and China Certified Tax Agents Association, and a non-practicing
member of China Certified Public Valuers Association. He successively served as auditor of
Shenzhen Zhengfeng Lifu Accounting Firm, partner of Shenzhen Jinzheng Accounting Firm,
and partner of Asia Pacific (Group) CPAs (Special General Partnership). From 2014 to date, he
has served as partner of China Shu Lun Pan Certified Public Accountants LLP. He is currently
an independent director of the Company.

Peng Juan

Female, born in 1964, doctor and doctoral supervisor. From 1997 to date, she has been an
associate professor at the Department of Accounting of Antai College of Economics and
Management in Shanghai Jiao Tong University, covering research areas of digital finance, green

83




Joincare Pharmaceutical Group Annual Report 2023

finance, marketing audit, and corporate governance. She is currently an independent director of
the Company. She successively served as instructor at the Department of Accounting of School
of Economics and Management in Shanghai Maritime University, and director of Executive
Education Center of Antai College of Economics and Management in Shanghai Jiao Tong
University. She is currently the president and training supervisor of Shanghai Cost Research
Society of Shanghai Jiao Tong University, adviser of China Financial Cloud Institute, a member
of Behavioral Science Council, a member of Finance and Accounting Association of Shanghai
Jiao Tong University, and a member of Green Finance Center of Shanghai Environment and
Energy Exchange. She served concurrently as independent director of Shanghai Sunglow
Packaging Technology Co., Ltd. (stock code: 603499), Haitong Futures Co., Ltd. (stock code:
872595), and Shanghai Sunmi Technology Co., Ltd.

Yu Xiaoyun

Male, born in 1968, with a bachelor's degree, and an MBA degree from University of
Greenwich. He is a senior engineer and high-level professional talent of Shenzhen. He worked
for Henan Institute of Traditional Chinese Medicine. From December 1992 to date, he has
served successively as technical manager of the Company, government affairs manager of
Institute of Traditional Chinese Medicine, and vice president of the Institute. He is currently the
adviser of the Institute and chairman of the Supervisory Committee of the Company, and also
a managing director of China Healthcare Association.

Peng Jinhua

Female, born in 1962, with a college degree. She served as technical data processor at State-
owned 272nd Plant of Ministry of Nuclear Industry and accountant of the staff hospital of the
Plant, teacher of Hengyang Radio & TV University, and finance manager of Shenzhen New
Era Industrial City Industrial Co., Ltd. She joined the Company in March 1994, and served
successively as finance supervisor, manager of planning and finance department, manager of
finance department, manager of tax department, administration manager, and general manager
assistant. She is currently a supervisor of the Company.

Xing Zhiwei

Male, born in 1986. He graduated from Sichuan University majoring in light industry
biotechnology with a bachelor's degree. He currently serves as the deputy director of the Center
of the Production Management and a supervisor of the Company, the general manager and vice
president of the Company’s subsidiary Jiaozuo Joincare Bio Technological Co., Ltd. a director
and the general manager of the Company’s subsidiary Henan Province Joincare
Biopharmaceutical Research Institute Co., Ltd, the chairman of the Company’s subsidiary
Xinxiang Haibin Pharmaceutical Co., Ltd. and Jiaozuo Jianfeng Biotechnology Co., Ltd. He
served successively as workshop supervisor and workshop manager of Livzon Group
Xinbeijiang Pharmaceutical Manufacturing Inc., and workshop manager, production director
and deputy general manager of Jiaozuo Joincare Bio Technological Co., Ltd.

Zhang
Leiming

Male, born in 1983, Chinese nationality, without overseas permanent right of abode, and with
a bachelor of science degree. He is currently the vice president of the Company. And he used
to be the promotion specialist of the Marketing Department of Livzon Pharmaceutical Group
Inc., the provincial manager of Reproductive Products Sales Department, the provincial
manager of the Prescription Drug Division, the provincial general manager, the regional general
manager and the general manager of the Prescription Drug Division of the Company.

Zhao
Fengguang

Male, born in 1975, with a bachelor of economics degree and master of science degree, member
of Jiusan Society. He was formerly the secretary to president of Shenyang Pharmaceutical
University, council secretary and office director of Shenzhen Research Center of Traditional
Chinese Medicine and Natural Products, and assistant to director of Chinese Medicine
Laboratory of Research Institute of Tsinghua University in Shenzhen. Since August 2011, he
served successively as manager of project research and management department of the institute
of the Company, deputy head and project research director of the institute of the Group, and
director of the controlling subsidiary Shanghai Frontier. He is currently the vice president and
board secretary of the Company.

Explanations of other relevant information
VApplicable oN/A

1. On 23 August 2023, the Company received a written resignation report from Mr. Cui Liguo, an
independent director of the Company. According to the Measures for the Administration of
Independent Directors of Listed Companies, the tenure of independent directors shall not exceed six
years consecutively, so that Mr. Cui Liguo applied to resign as an independent director of the
Company and his relevant positions in the Nomination Committee, the Corporate Social
Responsibility Committee and the Strategy Committee.

On 23 August 2023, the Company held the 30th Meeting of the 8th Session of the Board, which
considered and approved the Proposal on Nominating Mr. Yin Xiaoxing as a Candidate for
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Independent Director of the Company. After the qualification review by the Nomination Committee
of the Board, the Board agreed to nominate Yin Xiaoxing a candidate for independent director of
the 8th Session of the Board, and submitted this proposal to the general meeting for consideration.
On 15 September 2023, the Company held the 2023 second extraordinary general meeting, which
considered and approved the Proposal on Nominating Mr. Yin Xiaoxing as a Candidate for
Independent Director of the Company, and elected Mr. Yin Xiaoxing as an independent director of
the Company for a term commencing from the date of consideration and approval at the general
meeting to the date of expiry of the tenure of the 8th Session of the Board.

2. On 8 September 2023, the Company held the 31st Meeting of the 8th Session of the Board, which
considered and approved the Proposal on Appointing Mr. Zhang Leiming as Vice President of the
Company. In order to further standardize and improve the prescription drug sales management
system of the Company and provide a strong guarantee for its long-term strategic development, and
after being nominated by the President of the Company and the qualification review by the
Nomination Committee of the Board, the Board approved the appointment of Mr. Zhang Leiming
as a vice president of the Company and will be fully responsible for the sales management of
prescription drugs of the Company for a term commencing from the date of vote and approval at the
Board meeting to the date of expiry of the term of the 8th Session of the Board.

(1) Posts held by current directors, supervisors, and senior management and those resigned
during the Reporting Period

1. Posts held at the corporate shareholders of the Company
VApplicable oN/A

End date
Name Corporate shareholder Posts held Start date of the of the
tenure
tenure
Zhu Baoguo Baiyeyuan Chairman, General Manager 11 March 2014 /
Liu Guangxia | Baiyeyuan Director 21 January 1999 /
Mr. Zhu Baoguo, Chairman of the Company, directly holds 90% of shares in Baiyeyuan, and
Note Ms. Liu Guangxia, Vice Chairman of the Company, directly holds 10% of shares in
Baiyeyuan. Both of them are directors of Baiyeyuan, and Mr. Zhu Baoguo is the spouse of
Ms. Liu Guangxia.

2. Posts held at other entities

VApplicable oN/A

Name Other entities Posts held Start date of End date of
the tenure the tenure
Shenzhen Federation of Industry and Hongrary Vice November 2014 /
Commerce President
Federation of Shenzhen Commerce Director April 2015 /
TNC Greater China Council of Advisors Council Member, December 2012 /
Zhu Baoguo Secretary General

The Paradise International Foundation Director April 2015 /
China Entrepreneur Club Council Member April 2017 /
an?ral China Management Company Independent Director | May 2021 /
Limited
Shang_hal Society of Chemistry and Honorary Director October 2016 /
Chemical Industry
Shanghai Huatai Investment Development Director May 2018 /
Co., Ltd.

Yu Xiong East China University of Science and Adjunct Professor July 2019 /
Technology
Sichuan Biokin Pharmaceutical Co., Ltd. Independent Director | September 2019 /
Pharmaceutical Engineering Specialized
Committee of Chinese Pharmaceutical Honorary Chairman November 2019 /
Association
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Chinese Pharmaceutical Association Honorary Director January 2022 /
Tianjin Tianyao Pharmaceuticals Co.,Ltd Independent Director | March 2016 Fezb(;;gry
g:lgozE?dnguan Jiahua Electric Power Director November 2015 /
Qiu Qingfeng — ——— - -
Jiangsu Baining Yingchuang Medical Director November 2020 /
Technology Co., Ltd.
Lin Nangi Jiaozuo Jinguan Jiahua Electric Power Director January 2022 /
Co., Ltd.
Professor, Doctoral
Xuzhou Medical University Supervisor of August 1988
Pharmacology
Jiangsu Key Laboratory of New Drug .
Research and Clinical Pharmacy Director September 2014
Jiangsu Nhwa Pharmaceutical Co., Ltd. Independent Director March 2022
Teaching Steering Committee for
Yin Xiaoxing | Pharmacy Major in Higher Education Member August 2013
Institutions of the Ministry of Education
Science 2 Graduate Education Steering Chairman of the
- - - . November 2018
Committee of Jiangsu Province committee
Jiangsu Pharmacological Society Vice Chairman November 2008
Specialized Committee of Preclinical .
. Chairman of the
Pharmacology for New Drugs, Jiangsu . November 2012
? . committee
Pharmacological Society
Huo Jing Guangdong Sun Law Firm Lawyer, Partner June 2007 /
China Shu Lun Pan Certified Public
Accountants LLP (Special General Partner July 2014 /
Qin Yezhi Partnership)
Shenzhen Yongpe_ng CTA Firm (Special Partner September 2013 /
General Partnership)
Antai College of Economics and gzsc;ﬂamteenlirg:essor of
Management of Shanghai Jiao Tong partm September 1997 /
. . Accounting, Doctoral
University .
Supervisor
Haitong Futures Co., Ltd. Independent Director | December 2023 /
Shanghai Sunglow Packaging Technology Independent Director March 2022 /
Peng Juan Co., Ltd.
Shanghai Sunmi Technology Co., Ltd. Independent Director May 2022 /
Shanghai Jiaopeng Technology Co., Ltd. Supervisor July 2019 /
g;anﬁ?(?l Jiaoshang Digital Technology General Manager December 2022 /
Et)(/jnamlker Biotechnology (Tianjin) Co, Independent Director July 2020 July 2023
Yu Xiaoyun Shenzhe_zn Suence_an_d Technology Review Expert November 2022 /
Innovation Commission
Shenzhen Nanbei Shengying Industrial Director July 2017
. Development Co., Ltd.
Peng Jinhua Shenzhen Xinfengfan Technolo
g gy Supervisor August 2005

Development Co., Ltd.

Description of
employment in
other offices

Not applicable

(111) Remuneration of directors, supervisors and senior management

VApplicable oN/A

Decision-making
procedure regarding
remuneration of
directors, supervisors

The emolument of chairman and vice chairman of the Company shall follow the
Resolutions of the 2018 Second Extraordinary General Meeting of the Company, which
is RMB3.25 million per year, with the individual income tax withheld and remitted by
the Company in accordance with the relevant provisions of the tax laws. On 29 March
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and senior
management

2022 and 18 May 2022, the Company convened the ninth meeting of the eighth session
of the Board of Directors and the 2021 Annual General Meeting, respectively, at which
the Resolution on Adjusting the Emolument of Independent Directors of the
Company( { & T 1%/ m) 37 3 E NG ) ) was considered and approved, the
emolument of each independent director shall be adjusted to RMB10,000 (before tax)
from RMB9,000 (before tax) per month, with the individual income tax withheld and
remitted by the Company in accordance with the relevant provisions of the tax laws.

On 10 August 2021 and 28 August 2021, the Company convened the 39th meeting of
the seventh session of the Supervisory Committee and the 2021 Third Extraordinary
General Meeting, respectively, at which Resolution on Adjusting the Emolument of the
Supervisors of the Company( €< T /% 2 &) I FEMG 1 Z ) ) was considered and
approved, the emolument of each supervisor shall be adjusted to RMB4,000 (before tax)
per month from RMB3,000 (before tax) per month, with the individual income tax
withheld and remitted by the Company in accordance with the relevant provisions of the
tax laws. During the Reporting Period, the remuneration received by supervisors is the
wage based on the wage system of the Company plus the emolument paid to them.

The remuneration of senior management of the Company shall follow the resolution of
the 52th meeting of the 6th session of the Board of the Company. The annual basic
remuneration of the president, vice president and other senior management members
during the term of office is RMB2.60 million, RMB1.35 million and RMB1.20 million,
respectively. In addition to the basic remuneration, pursuant to the regulations such as
the Management Policy on the Remuneration and Performance Assessment of Senior
Management ( g8 EN 513 & S8 A% S B HIREY ), individual assessment
shall be performed and performance-based bonuses shall be paid according to the
assessment result. In case of holding concurrent positions, the highest remuneration
among all positions shall prevail.

For the Company's directors who serve concurrently as a senior management member
of the Company, the remuneration received by them is equal to the wage paid according
to their position as a senior management member, and no directors’ emoluments are paid
by the Company.

On 29 January 2024, the Remuneration Committee under the Board of the Company
convened the 8th meeting of the 8th session of the Board, at which the Resolution on the
2023 Annual Performance Assessment Result and Remuneration Distribution of Senior
Management of the Company ( (3¢ T2 5l =g s BN R 2023 FRESUE 4 R K&
HH 4> BC A9 EE) ) was considered and approved. It was agreed that the Company,
pursuant to the regulations such as the Management Policy on the Remuneration and
Performance Assessment of Senior Management, determined the 2023 annual
performance assessment result and annual remuneration of senior management based on
the completion of business objectives of the Company and work objectives of the senior
management in 2023. On 29 January 2024, the Board of the Company convened the 37th
meeting of the 8th session of the Board, at which the Resolution on Remuneration
Distribution of Senior Management for the year 2023 was considered and approved.

Except for fulfilling the job responsibilities of being directors, supervisors and senior
management of the Company, other remuneration paid for positions held in subsidiaries
shall be implemented according to the relevant remuneration system of the
corresponding subsidiaries.

Whether directors
abstaining from
discussions on their
remuneration at the
Board

Yes

Details of
suggestions on
remuneration matters
relating to directors,
supervisors and
senior management
by the Remuneration
Committee or special
meetings of
independent directors

On 29 January 2024, the Remuneration Committee under the Board of the Company
convened the 8th meeting of the 8th session of the Board, at which the Resolution on the
2023 Annual Performance Assessment Result and Remuneration Distribution of Senior
Management of the Company ( (5% T A Bl =g E HEN 01 2023 FESUIE XL R K
M ERALEE) ) was considered and approved. It was agreed that the Company,
pursuant to the regulations such as the Management Policy on the Remuneration and
Performance Assessment of Senior Management, determined the 2023 annual
performance assessment result and annual remuneration of senior management based on
the completion of business objectives of the Company and work objectives of the senior
management in 2023.
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Basis for determining
remuneration of
directors, supervisors
and senior
management

Pursuant to the regulations such as the Management Policy on the Remuneration and
Performance Assessment of Senior Management, the result of performance assessment
of senior management is determined based on the completion of business objectives of
the Company and work objectives of the senior management in 2023. Based on the result
of performance assessment, the performance bonus and remuneration of senior
management in 2023 were determined and submitted to be reviewed by the
Remuneration Committee under the Board who shall then submit it to the Board for
review and resolution.

Remuneration
actually paid to
directors, supervisors
and senior
management

As at the date of the Report, remuneration of directors, supervisors and senior
management has been fully paid.

Total remuneration
paid to all directors,
supervisors and
senior management
as of the end of the
Reporting Period

RMB22.2443 million.

(1V) Changes in directors, supervisors and senior management

VApplicable oN/A

Name Position Change Reason for change
Cui Liguo Independent Director | Resigned The tenure has reached the six-year limit.
Yin Xiaoxing Independent Director | Elected mgg;ggtlon by the Board, and election at the general
Zhang Leiming Vice President Appointed Appointment by the Board

(V) Statement on punishments imposed by securities regulatory authorities in the last three

years

oApplicable VN/A

(V1) Others

oApplicable VN/A

V. Board meetings held during the Reporting Period

Meeting session Date_ of Meeting resolution
meeting
Considered and approved the Proposal on the 2022 Annual Performance Assessment
Result and Remuneration Distribution of Senior Management of the Company, the
22nd Meeting of the 8th Proposal on the Establishment of Anti-C_orruption and Anti-CommerciaI Bribery
Session of the Board 2023-01-16 | System, and the Proposa_l on the_Establlshment of_ Anti-Fraud System. See the
Announcement on Resolutions of Joincare Pharmaceutical Group Industry Co., Ltd. at
the 22nd Meeting the 8th Session of the Board (Lin 2023-007) disclosed on 17 January
2023 for details.
Considered and approved nineteen (19) proposals, including the 2022 Annual Work
Report of the President, the 2022 Annual Work Report of the Board of Directors, the
23rd Meeting of the 8th 2022 Final Account Report, the 2022 Annual Profit Distribution Plan and the 2022
Sessi 2023-04-07 | Annual Report of Joincare Pharmaceutical Group Industry Co., Ltd. (Full Text and
ession of the Board . - .
Summary). See the Announcement on Resolutions of Joincare Pharmaceutical Group
Industry Co., Ltd. at the 23rd Meeting the 8th Session of the Board (Lin 2023-030)
disclosed on 11 April 2023 for details.
24th Meeting of the 8th 2023-04-24 Considered and approved the 2023 First Quarterly Report of Joincare Pharmaceutical
Session of the Board Group Industry Co., Ltd.
Considered and approved the Proposal on the Cancellation of Treasury Shares
. Previously Repurchased, the Proposal on Convening the 2023 First Extraordinary
éi;gix]eszl?ﬁeoéégf dSth 2023-04-28 | General Meeting of the Company. See the Announcement on Resolutions of Joincare
Pharmaceutical Group Industry Co., Ltd. at the 25th Meeting the 8th Session of the
Board (Lin 2023-043) disclosed on 29 April 2023 for details.
26th Meeting of the 8th 2023-05-17 Considered and approved the Proposal on Convening the 2022 Annual General
Session of the Board Meeting of the Company
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27th Meeting of the 8th
Session of the Board

2023-07-21

Considered and approved the Proposal on Adjusting the Exercise Price of the 2022
Share Options Incentive Scheme of the Company

28th Meeting of the 8th
Session of the Board

2023-08-11

Considered and approved the Proposal on the Grant of Reserved Share Options to
Incentive Participants, the Proposal on the Cancellation of Certain Share Options
Granted under the 2022 Share Options Incentive Scheme. See the Announcement on
Resolutions of Joincare Pharmaceutical Group Industry Co., Ltd. at the 28th Meeting
the 8th Session of the Board (Lin 2023-076) disclosed on 12 August 2023 for details.

29th Meeting of the 8th
Session of the Board

2023-08-18

Considered and approved the Proposal on the Satisfaction of Exercise Conditions for
the First Exercise Period of the First Grant under the 2022 Share Options Incentive
Scheme.

30th Meeting of the 8th
Session of the Board

2023-08-23

Considered and approved the Proposal on Nominating Mr. Yin Xiaoxing as a
Candidate for Independent Director of the Company, the 2023 Interim Report of
Joincare Pharmaceutical Group Industry Co., Ltd. and its Summary, the Special Report
of Joincare Pharmaceutical Group Industry Co., Ltd. on Deposit and Actual Use of
Proceeds for the Half of 2023, and the Proposal on Convening the 2023 Second
Extraordinary General Meeting of the Company. See the Announcement on
Resolutions of Joincare Pharmaceutical Group Industry Co., Ltd. at the 30th Meeting
the 8th Session of the Board (Lin 2023-085) disclosed on 24 August 2023 for details.

31st Meeting of the 8th
Session of the Board

2023-09-08

Considered and approved the Proposal on Appointing Mr. Zhang Leiming as Vice
President of the Company

32nd Meeting of the 8th
Session of the Board

2023-09-15

Considered and approved six proposals, including the Proposal on the Election of
Members of the Nomination Committee of the Board, the Proposal on the Election of
Members of the Strategy Committee of the Board, the Proposal on the Election of
Members of the Corporate Social Responsibility Committee of the Board, and the
Proposal on the Election of the Chairman of the Nomination Committee of the Board.
See the Announcement on Resolutions of Joincare Pharmaceutical Group Industry Co.,
Ltd. at the 32nd Meeting the 8th Session of the Board (Lin 2023-101) disclosed on 16
September 2023 for details.

33rd Meeting of the 8th
Session of the Board

2023-09-21

Considered and approved the Proposal on the Third Phase Ownership Scheme under
Medium to Long-term Business Partner Share Ownership Scheme of the Company
(Draft) and its Summary, the Proposal on the General Meeting for Granting Mandate
to the Board to Deal with Matters Related to the Third Phase Ownership Scheme under
Medium to Long-term Business Partner Share Ownership Scheme of the Company,
and the Proposal on Convening the 2023 Third Extraordinary General Meeting of the
Company. See the Announcement on Resolutions of Joincare Pharmaceutical Group
Industry Co., Ltd. at the 33rd Meeting the 8th Session of the Board (Lin 2023-104)
disclosed on 22 September 2023 for details.

34th Meeting of the 8th
Session of the Board

2023-10-25

Considered and approved eight proposals, including the 2023 Q3 Report of Joincare
Pharmaceutical Group Industry Co., Ltd., the Proposal on the Establishment of the
System for Special Meetings of Independent Directors, the Proposal on the
Amendment to Certain Clauses of the Implementation Rules of the Audit Committee
of the Board, the Proposal on the Amendment to Certain Clauses of the Implementation
Rules of the Remuneration Committee of the Board, and the Proposal on the
Amendment to Certain Clauses of the Implementation Rules of the Strategy Committee
of the Board. See the Announcement on Resolutions of Joincare Pharmaceutical Group
Industry Co., Ltd. at the 34th Meeting the 8th Session of the Board (Lin 2023-114)
disclosed on 26 October 2023 for details.

35th Meeting of the 8th
Session of the Board

2023-11-17

Considered and approved the Proposal on the Capital Increase and Share Expansion of
the Controlling Grandson Company LivzonBio, and the Proposal on Convening the
Fourth Third Extraordinary General Meeting of the Company. See the Announcement
on Resolutions of Joincare Pharmaceutical Group Industry Co., Ltd. at the 35th
Meeting the 8th Session of the Board (Lin 2023-127) disclosed on 18 November 2023
for details.

36th Meeting of the 8th
Session of the Board

2023-12-28

Considered and approved the Proposal on Adjusting Certain Investment Content of
Investment Projects with Proceeds, the Proposal on Temporary Replenishment of
Working Capital with Idle Proceeds, the Proposal on the Establishment of the System
of Joincare Pharmaceutical Group Industry Co., Ltd. for the Selection of Auditors, and
the Proposal on Convening the 2024 First Extraordinary General Meeting of the
Company. See the Announcement on Resolutions of Joincare Pharmaceutical Group
Industry Co., Ltd. at the 36th Meeting the 8th Session of the Board (Lin 2023-143)
disclosed on 29 December 2023 for details.

V1. Performance of duties by directors
(1) Attendance by directors of the Board meetings and general meetings
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Attendance
Attendance of the Board meetings at general
meetings
Whether Number Whether
independ Number of Number of Number the director | Number of
Name - . Numb
ent meetings the of meetings of er of has been attendances
director | director should | meetings | attended | meetings Abse absent at the
attend for the attended through attended nces from two general
year in person | electronic | by proxy consecutiv meetings
means e meetings
Zhu No 15 15 11 0 0 No 5
Baoguo
Liu
. No 15 15 11 0 0 No 5
Guangxia
Yu Xiong No 15 15 11 0 0 No 5
Qi No 15 15 11 0 0 No 5
Qingfeng
Lin Nangi No 15 15 11 0 0 No 5
Cul Liguo |y e 10 10 7 0 0 No 3
(resigned)
Yin Yes 5 5 4 0 0 No 2
Xiaoxing
Huo Jing Yes 15 15 11 0 0 No 5
Qin Yezhi Yes 15 15 11 0 0 No 5
Peng Juan Yes 15 15 11 0 0 No 5
Statement on absence from two consecutive meetings
oApplicable VYN/A
Board meetings held during the year 15
In which: On-site meetings 4
Meetings held through electronic means 11
Meetings held both in the form of on-site meeting and through electronic 0
means
(2) Objections raised by directors to affairs of the Company
oApplicable VYN/A
(3) Others
oApplicable VYN/A
VII. Board committees
VApplicable oN/A
(1). Members of the Board committees
Committee name Member
Audit Committee Qin Yezhi, Huo Jing, Peng Juan
Remuneration Committee Huo Jing, Qin Yezhi, Peng Juan
Nomination Committee Yin Xiaoxing, Qiu Qingfeng, Huo Jing
Strategy Committee Zhu Baoguo, Yu Xiong, Qin Yezhi, Yin Xiaoxing, Peng Juan
Corporate Social Responsibility . o
(CSR) Committee Zhu Baoguo, Lin Nangi, Yin Xiaoxing
(2). Seven meetings were held by the Audit Committee during the Reporting Period
Important
Date_ of Content opinion and
meeting :
suggestion
Considered the 2022 Annual Financial Statements of Joincare Pharmaceutical
2023-02-03 Group Industry Co., Ltd. (Unaudited) Approved
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Considered the Draft Audit Opinions for the 2022 Annual Financial

of Joincare Pharmaceutical Group Industry Co., Ltd.

2023-03-24 Statements of Joincare Pharmaceutical Group Industry Co., Ltd. Approved
Considered the Draft Audit Opinions for the 2022 Internal Control of Joincare Approved
Pharmaceutical Group Industry Co., Ltd. PP
Considered the Audit Report for the 2022 Annual Financial Statements of the Approved
Company (Final)

Considered the Audit Report for the 2022 Internal Control of the Company Approved
(Final)

Considered the Summary Report on Audit Work for the Year 2022 from Grant Approved
Thornton (Special General Partnership)

Considered the Assessment Report of Joincare Pharmaceutical Group Industry Approved

2023-04-07 Co., I__td. on Internal Control for the Yea_r 2022 _

Considered the Proposal on the Appointment of Grant Thornton (Special Approved
General Partnership) as the Auditor of the Company for the Year 2023

Considered the Proposal on Daily Connected Transactions between the Approved
Controlling Subsidiaries Jiaozuo Joincare and Jinguan Electric Power

Considered the Proposal on the 2022 Annual Report of Joincare Approved
Pharmaceutical Group Industry Co., Ltd. (Full Text and Summary)

Considered the 2022 Report on Performance of Duties of the Audit Committee Approved
of the Board of Joincare Pharmaceutical Group Industry Co., Ltd.

2023-04-24 Considered the 2023 Q1 Report of Joincare Pharmaceutical Group Industry Approved

el Co., Ltd.

2023-08-23 Considered the 2023 Interim Report of Joincare Pharmaceutical Group Approved
Industry Co., Ltd.

Considered the 2023 Q3 Report of Joincare Pharmaceutical Group Industry Approved

2023-10-25 [-<0 Ltd: : —

Considered the Proposal on the Establishment of the Comprehensive Risk Approved
Management System of Joincare Pharmaceutical Group Industry Co., Ltd. PP
2023-11-24 Considered the2023 Financial Statements and Internal Control Audit Proposal Approved

(3). Four meetings were held by the Remuneration Committee during the Reporting Period

Company (Draft) and its Summary

Important
Date_ of Content opinion and
meeting :
suggestion
2023-01-16 | Considered the Proposal on the 2022 Annual Performance Assessment Result Approved
and Remuneration Distribution of Senior Management of the Company PP
Considered the Proposal on the Grant of Reserved Share Options to Incentive
- Approved
2023-08-11 Participants
Considered the Proposal on the Cancellation of Certain Share Options Approved
Granted under the 2022 Share Options Incentive Scheme PP
Considered the Proposal on the Satisfaction of Exercise Conditions for the
2023-08-18 | First Exercise Period of the First Grant under the 2022 Share Options Approved
Incentive Scheme.
Considered the Proposal on the Third Phase Ownership Scheme under
2023-09-21 | Medium to Long-term Business Partner Share Ownership Scheme of the Approved

(4). Four meetings were held by the Nomination Committee during the Reporting Period

Committee of the Board

Important
Date_ of Content opinion and
meeting :
suggestion
v Considered the Proposal on the Establishment of the Board diversity Policy
2023-04-07 of Joincare Pharmaceutical Group Industry Co., Ltd. Approved
2023-08-23 Considered the_ProposaI on Nominating Mr. Yin Xiaoxing as a Candidate for Approved
Independent Director of the Company
2023-09-08 Considered the Proposal on Nominating Mr. Zhang Leiming as vice president Approved
of the Company
2023-09-15 | Considered the Proposal on the Election of Members of the Nomination Approved

91




Joincare Pharmaceutical Group

Annual Report 2023

(5). One meetings were held by the Strategy Committee during the Reporting Period

Important
Date' of Content opinion and
meeting :
suggestion
2023-11-17 Con3|de(ed the Proposal on the qultal In_crease and Share Expansion of the Approved
Controlling Grandson Company LivzonBio

(6). Two meetings were held by the Corporate Responsibility Committee during the Reporting

Period
Important
Date' of Content opinion and
meeting :
suggestion
Considered the 2022 Corporate Social Responsibility Report of Joincare A d
Pharmaceutical Group Industry Co., Ltd. pprove
Considered the Proposal on the Establishment of the Responsible Marketing A d
Policy of Joincare Pharmaceutical Group Industry Co., Ltd. pprove
Considered the Proposal on the Establishment of the Diversity, Equality and Approved
2023-04-07 Inclusiveness Policy of Joincare Pharmaceutical Group Industry Co., Ltd. pprov
Considered the Proposal on the Establishment of the EHS Management Approved
Policy of Joincare Pharmaceutical Group Industry Co., Ltd. PP
Considered the Proposal on the Establishment of the Code of Labor and
Employment and Conduct Ethics of Joincare Pharmaceutical Group Industry Approved
Co., Ltd.
Considered the Proposal on the Establishment of the Social Responsibility
Working Group for 2023 of Joincare Pharmaceutical Group Industry Co., Approved
Ltd.
Considered the Proposal on the Amendment to the Code of Labor and
Employment and Conduct Ethics of Joincare Pharmaceutical Group Industry Approved
2023-10-25 Co.. Lid.
Considered the Proposal on the Establishment of the Climate Change Approved
Management System of Joincare Pharmaceutical Group Industry Co., Ltd. PP
Considered the Proposal on the Establishment of the Code of Conduct for Approved
Suppliers of Joincare Pharmaceutical Group Industry Co., Ltd. PP

(7). Affairs subject to objection

oApplicable VYN/A

VII1I. Statement on risks of the Company identified by the Board of Supervisors

oApplicable VYN/A

The Supervisory Committee had no objection to the matters under their supervision within the

reporting period.

IX. Employees of the parent company and major subsidiaries
0] Employees

Number of active employees of the parent company 1,070
Number of active employees of major subsidiaries 13,295
Total number of employees 14,365
Number of retired employees for whom the parent company and 660
major subsidiaries need to pay certain expenses
Profession

Category Number
Production staff 8,426
Sales staff 2,607
Technical staff 2,241
Financial staff 258
Administrative staff 833
Total 14,365

Education background

Education background Number

PhD 66
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Postgraduate 726
Undergraduate 3,968
Junior college diploma 4,332
Others 5,273

Total 14,365

(11) Compensation policy
VApplicable oN/A

The Company implements scientific, reasonable and incentive-based compensation strategies.
Based on scientific analysis and assessment of the organizational structure and job responsibilities,
the Company determines the relative value of each position, and by combining the external market
compensation data and the ability of the Company to pay, the Company provides a reasonable
employee compensation package. Employee compensation consists of two parts: fixed income and
variable income. Variable income is linked to business results of the Company and individual
performance of employees. In this way, employees are encouraged to increase their enthusiasm and
motivation at work. Competitive compensation policies are adopted for talents in key positions and
those urgently needed in the market, so as to prevent loss of key talents and provide a talent pool
for the development of the Company.

(111) Training programs
VApplicable oN/A

In 2023, the Company continued to attach great importance to internal talent training. With multi-
level, diversified training systems and a combination of online and offline learning, the Company
organized and carried out new employee orientation training, employee on-the-job training, career-
based study for a master's or doctor's degree, training and team building. Meanwhile, the Company
encouraged employees to actively participate in external learning activities related to work,
facilitated the improvement of employee competence and team cohesion, and built talent teams.

(1V) Outsourced workers
oApplicable VYN/A

X. Profit distribution proposal or proposal for capitalization of capital reserve
(1) Formulation, implementation or adjustment of cash dividend distribution policy
VApplicable oN/A

1. Cash dividend distribution policy and its formulation

To establish a scientific, consistent and stable decision-making and supervision mechanism for
dividends, and fully protect and safeguard the rights and interests of the majority of shareholders,
the Company formulated this cash dividend policy in accordance with the Regulatory Guidelines
for Listed Companies No. 3 - Distribution of Cash Dividends of Listed Companies released by the
CSRC (CSRC announcement [2022] No. 3) and the Regulatory Guideline for Self-regulation of
Listed Companies No. 1 - Standardized Operation released by Shanghai Stock Exchange and other
relevant documents and requirements, and in light of the reality of the Company, clarified the
formulation, decision-making and adjustment procedures for the policy in the Articles of
Association: If the Company is in a sound operating condition and its cash flow can meet the needs
of normal operation and long-term development, the Company shall actively implement the profit
distribution policy to provide reasonable returns to investors while taking into account the
sustainable development of the Company, in order to maintain the continuity and stability of the
policy. The profits may be distributed in cash, stocks, or combination thereof or in any other way
permitted by laws and regulations. Cash dividends are superior to stock dividends in the distribution
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of profits, and shall be adopted whenever the conditions are met. Unless otherwise provided for in
the Articles of Association, the profits distributed in cash shall not be less than 10% of the
distributable profits realized in the current year. The specific amount and proportion of cash
dividends for each year shall be determined by the Board of Directors of the Company in accordance
with relevant provisions and in light of the Company's current operating situation, and shall be
reported to the annual general meeting for deliberation and decision.

2. Implementation of cash dividend distribution policy in 2022

On 9 June 2023, the Company convened the 2022 Annual General Meeting, at which the Company's
Profit Distribution Plan for 2022 was considered and approved: a cash dividend of RMB1.80 (tax
inclusive) will be distributed to all shareholders for every 10 shares, based on the total share capital
of the Company on the equity registration date as determined for implementation of the Company's
profit distribution plan for 2022, minus the total number of shares in the Company's special
securities account for repurchase, with the remaining undistributed profits to be carried forward to
the following year. As of the end of this Reporting Period, the above cash dividends have been fully
distributed.

3. Profit distribution scheme for 2023
Based on the audit conducted by Grant Thornton (Special General Partnership), in 2023, the Parent

Company generated net profit of RMB1,241,411,898.00, 10% of which was contributed to the
statutory surplus reserve, namely RMB124,141,189.80, the remainder of which, together with
undistributed profits for the last year of RMB1,968,175,713.20 and gain on disposal of other equity
investments of RMB1,245,892.23, subtracting cash dividends for the last year of
RMB336,792,056.76, is the profits available for distribution to shareholders for the year of
RMB?2,749,900,256.87. The Company plans to distribute cash dividends for the fiscal year 2023,
based on the total number of shares for dividend distribution, which is defined by the total shares of
Company on the equity registration date designated by the annual profit distribution plan. The
Company plans to distribute cash dividend of RMB1.80 (tax inclusive) for every 10 shares of to all
shareholders of the Company, and the remaining undistributed profits will be carried forward to the
following year.

4. Modification and adjustment of the cash dividend distribution policy during the Reporting
Period

The Company's cash dividend policy was not modified or adjusted during the Reporting Period.

(I1) Special statement on cash dividend distribution policy
VApplicable oN/A

Whether it meets the requirements of the articles of association or the resolution of the general VYes oNo
meeting

Are there defined and clear distribution qualifications and proportions VYes oNo
Avre there well-designed decision-making procedures and system \VYes oNo
Have independent directors performed their duties and role properly \VYes oNo
Whether the minority shareholders have the chance to fully express their opinions and demands Wes uNo
and whether their legitimate rights and interests have been well protected

(1) If the Company made a profit during the Reporting Period and there's profit
distributable by the parent company to shareholders, but the Company does not propose to
distribute profits in cash, the Company shall explain the reason in detail, usage of the
undistributed profit and usage plan

oApplicable VYN/A
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(1V) Profit distribution and conversion of capital reserve into share capital for the Reporting

Period
Applicable oN/A

Unit: Yuan Currency: RMB

Number of bonus shares to be distributed for every ten shares (share) 0
Amount to be distributed for every ten shares (RMB) (tax inclusive) 1.80
Number of shares to be converted into share capital for every ten shares (share) 0

Amount of cash dividend (tax inclusive)

335,794,285.26

Net profit attributable to ordinary shareholders of the listed company in the
consolidated financial statement during the year of distribution

1,442,779,722.23

company in the consolidated financial statement (%)

Percentage of the net profit attributable to ordinary shareholders of the listed

23.27

Amount of repurchase of shares under cash offer included in cash dividend

475,382,587.14

Total amount of dividend (tax inclusive)

811,176,872.40

Total amount of dividend as a percentage of the net profit attributable to ordinary
shareholders of the listed company in the consolidated financial statement (%)

56.22

Note: The Company proposes to distribute cash dividend of RMB1.80 (tax inclusive) for every 10 shares to all
shareholders of the Company (except for those in the Share Repurchase Account of the Company). The cash
dividends proposed to be distributed for 2023 will be RMB335,794,285.26 (tax inclusive) based on the total share
capital of 1,865,523,807 shares as of 31 December 2023. The final and actual total distribution amount is calculated
based on the total shares entitled to participate in the equity distribution on the equity registration date for the

implementation of equity distribution.

XI Share incentive plan, employee share ownership scheme and other employee incentives of

the Company and their effect

(1) Matters related to equity incentive scheme have been disclosed have been disclosed in the
provisional announcements without progress or change in subsequent implementation

VApplicable oN/A

Overview

Query index

On 21 July 2023, the Company held the 27th Meeting of
the 8th Session of the Board and the 22nd Meeting of the
8th Session of the Supervisory Committee, which
considered and approved the Proposal on Adjusting the
Exercise Price of the 2022 Share Options Incentive Scheme
of the Company. Due to profit distribution, the exercise
price under the 2022 Share Options Incentive Scheme was
adjusted to RMB11.06 per share.

See the Announcement on Adjusting the Exercise
Price of the 2022 Share Options Incentive Scheme of
Joincare Pharmaceutical Group Industry Co., Ltd.
(Lin 2023-072) disclosed by the Company on 22 July
2023 for details.

On 11 August 2023, the Company held the 28th Meeting of
the 8th Session of the Board and the 23rd Meeting of the
8th Session of the Supervisory Committee, which
considered and approved the Proposal on the Grant of
Reserved Share Options to Incentive Participants and the
Proposal on the Cancellation of Certain Share Options
Granted under the 2022 Share Options Incentive Scheme.
Accordingly, the Company agreed to grant 5,500,000 share
options to 149 incentive participants at the price of
RMB11.06 per share. Due to the resignation of some
incentive participants and other reasons, 2,370,000 share
options granted under the first grant but not yet exercised
by incentive participants were cancelled.

Upon review and confirmation by the Shanghai Branch of
China Securities Depository and Clearing Corporation
Limited, the said cancellation of 2,370,000 share options
was completed on 17 August 2023.

See the Announcement on the Announcement on the
Grant of Reserved Share Options to Incentive
Participants of Joincare Pharmaceutical Group
Industry Co., Ltd. (Lin 2023-077) and the
Announcement on the Cancellation of Certain Share
Options Granted under the 2022 Share Options
Incentive Scheme of Joincare Pharmaceutical Group
Industry Co., Ltd. (Lin 2023-078) disclosed on 12
August 2023, the Announcement on the Completion
of the Cancellation of Certain Share Options of the
Company Granted but Not Yet Exercised under the
2022 Share Option Incentive Plan of Joincare
Pharmaceutical Group Industry Co., Ltd. (Lin 2023-
081) disclosed on 19 August 2023 and other relevant
announcements disclosed by the Company for details.

On 18 August 2023, the Company held the 29th Meeting of
the 8th Session of the Board and the 24th Meeting of the
8th Session of the Supervisory Committee, which
considered and approved the Proposal on the Satisfaction
of Exercise Conditions for the First Exercise Period of the
First Grant under the 2022 Share Options Incentive

See the Announcement on the Satisfaction of Exercise
Conditions for the First Exercise Period of the First
Grant under the 2022 Share Options Incentive
Scheme of Joincare Pharmaceutical Group Industry
Co., Ltd. (Lin 2023-082) disclosed by the Company
on 19 August 2023 for details.
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Scheme. Accordingly, the Board believes that 391
incentive participants under the first grant of the incentive
scheme have satisfied the substantive conditions for the
exercise of rights during the first exercise period, and
agrees to adopt the independent exercise model for this
exercise period. The number of options exercised in total
was 18,832,000.

The number of options exercised was 799,526 from 1 July
2023 to 30 September 2023. As at 30 September 2023, the
number of options cumulatively exercised and completing
share transfer registration under the first grant of the 2022
Share Options Incentive Scheme of the Company was
799,526 shares.

See the Announcement on 2023 Q3 Independent
Exercise Results of the 2022 Share Options Incentive
Scheme of Joincare Pharmaceutical Group Industry
Co., Ltd. & Changes in Shares (Lin 2023-109)
disclosed by the Company on 10 October 2023 for
details.

On 21 September 2023, the Company held the Congress of
Workers and Staff, the 33rd Meeting of the 8th Session of
the Board and the 26th Meeting of the 8th Session of the
Supervisory Committee, which considered and approved
the Proposal on the Third Phase Ownership Scheme under
Medium to Long-term Business Partner Share Ownership
Scheme of the Company (Draft) and its Summary and the
Proposal on the General Meeting for Granting Mandate to
the Board to Deal with Matters Related to the Third Phase
Ownership Scheme under Medium to Long-term Business
Partner Share Ownership Scheme of the Company. On 12
October 2023, the Company held the 2023 Third
Extraordinary General Meeting, which considered and
approved the said proposals.

See the Announcement on the Third Phase Ownership
Scheme under Medium to Long-term Business
Partner Share Ownership Scheme of Joincare
Pharmaceutical Group Industry Co., Ltd. (Draft) and
its Summary disclosed by the Company on 22
September 2023 and other relevant announcements,
and the Announcement on Resolutions of the 2023
Third Extraordinary General Meeting of Joincare
Pharmaceutical Group Industry Co., Ltd. (Lin 2023-
111) disclosed by the Company on 13 October 2023
for details.

On 27 October 2023, the Company held the First Holders’
Meeting of the Third Phase Share Ownership Scheme of
Medium to Long-term Business Partners, which considered
and approved the Proposal on Establishing the
Management Committee of the Third Phase Share
Ownership Scheme of the Company, the Proposal on
Electing Members of the Management Committee of the
Third Phase Share Ownership Scheme and the Proposal on
Authorizing the Management Committee of the Third
Phase Share Ownership Scheme of the Company to Handle
Matters Related to the Employee Share Ownership
Scheme.

See the Announcement on Resolutions of Joincare
Pharmaceutical Group Industry Co., Ltd. at the First
Holders’” Meeting of the Third Phase Share
Ownership Scheme of Medium to Long-term
Business Partners (Lin 2023-119) disclosed by the
Company on 28 October 2023 for details.

As at 20 December 2023, the Third Phase Share Ownership
Scheme of the Company has purchased a total of 9,370,400
shares by way of secondary market centralized bidding
trading, representing 0.50% of the total share capital of the
Company at that time, with a total turnover of
RMB115,443,300 (the difference between the actual
transaction amount and the total amount of the employee
share ownership scheme represents the interest generated
from the holding of share funds) and an average transaction
price of approximately RMB12.32 per share. Then the
Company has completed the purchase of the underlying
shares for the Third Phase Share Ownership Scheme on the
secondary market.

See the Announcement of Joincare Pharmaceutical
Group Industry Co., Ltd. on Completing the Purchase
of Shares for the Third Phase Share Ownership
Scheme under Medium to Long-term Business
Partner Share Ownership Scheme (Lin 2023-139)
disclosed by the Company on 22 December 2023 for
details.

The number of options exercised was 2,701,363 from 1
October 2023 to 31 December 2023. As at 31 December
2023, the number of options cumulatively exercised and
completing share transfer registration under the first grant
of the 2022 Share Options Incentive Scheme of the
Company was 3,500,889 shares.

See the Announcement on 2023 Q4 Independent
Exercise Results of the 2022 Share Options Incentive
Scheme of Joincare Pharmaceutical Group Industry
Co., Ltd. & Changes in Shares (Lin 2024-001)
disclosed by the Company on 3 January 2023 for
details.

(2) Incentives not disclosed in the provisional announcements or with subsequent progress

Equity incentives
oApplicable YN/A

Others
oApplicable VYN/A
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Employee share ownership scheme
oApplicable VN/A

Other incentive program
oApplicable VN/A

(3) Equity incentives granted to directors and senior management during the Reporting
Period

Applicable oN/A
Unit: 10,000 shares

Number of Number Number | Market
Number newly Number of of :
- . of share price at
of share granted exercisable | exercised . . -
- . h Exercise price | options | the end of
. options share options options
Name Title . - . of share held at the
held at the options during the during - .
e - . options(RMB) | theend | Reporting
beginning | duringthe | Reporting the -
h - . of the Period
of the year | Reporting Period Reporting eriod (RMB)
Period Period P
. Director,
Yu Xiong President 80 0 32 18 11.06 62 12.43
Director,
Lin Nanqi Vice 80 0 32 0 11.06 80 12.43
President
Director,
Vice
Qiu Qingfeng Eﬁi‘fe”t' 60 0 24 0 11.06 60 12.43
Financial
Officer
Zhang Vice 45 0 18 0 11.06 45 12.43
Leiming President
Vice
Zhao President, 60 0 24 0 11.06 60 12.43
Fengguang Board
Secretary
Total / 325 0 130 18 / 307 /

(4) Performance assessment mechanism for senior management during the Reporting Period,
and the development and implementation of incentive scheme

VApplicable oN/A

According to the relevant provisions of the Company such as the Remuneration and Performance
Appraisal Management System for Senior Management, the plans on performance appraisal results
and remuneration of senior management for the year 2023 are set based on the completion of the
operation targets of the Company and the corresponding personal performance of each senior
management for the year 2023. The plans shall be submitted to the Board for review and approval.
During the Reporting Period, senior management of the Company faithfully performed their duties
in strict accordance with the Company Law, the Articles of Association and other relevant
regulations, actively implemented the relevant resolutions of the Company's General meetings and
the Board meetings, actively adjusted business plans under the guidance of the Board, continuously
strengthened internal control management, and strived to improve the Company's core
competitiveness.

XI1. Development and implementation of internal controls during the Reporting Period
VApplicable oN/A
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During the Reporting Period, the Company carried out standard operation and risk control in strict
accordance with the laws and regulations in China and the internal control system of the Company.
The Company established a rigorous internal control management system, continued to optimize
and improve the internal control system by combining the industry characteristics and the actual
operation of the Company, enhanced its decision-making efficiency, and ensured the legal
compliance of business management and the security of corporate assets, facilitating the steady
implementation of strategies of the Company. Thanks to an effective internal control mechanism,
the Company can prevent, timely identify and correct any deviation in the operation and
management, and can reasonably ensure the security and integrity of corporate assets, as well as the
authenticity, accuracy and completeness of accounting information, safeguarding the interests of the
Company and all shareholders.

Based on the identification of material deficiencies of internal control of the Company, there was
no material deficiency or significant deficiency of internal control over financial reporting and non-
financial reporting in the Company for the year 2023. Through operation, analysis and evaluation
of the internal control system, the Company effectively prevented business management risks, and
promoted the achievement of internal control objectives. Looking ahead, the Company will continue
to improve the internal control system, standardize its implementation, strengthen the supervision
and inspection over internal control, and promote the healthy and sustainable development of the
Company. See the Risk Management and Internal Control Self-Assessment Report 2023 of Joincare
Pharmaceutical Industry Group Co., Ltd. disclosed by the Company on 3 April 2024 for details.

Statement on material loopholes in internal controls during the Reporting Period
oApplicable YN/A

XI11. Management and control of subsidiaries during the Reporting Period

VApplicable oN/A

The Company formulated relevant subsidiary management rules, such as the Detailed Rules for
Standardized Operation and Management of Subsidiaries, to strengthen internal control of wholly-
owned and majority-owned subsidiaries by specifying their governance structure, the management
of the Board, the general meetings and the Supervisory Committee, special transactions, legal
person’s authorization and relevant issues, to improve the Company's overall operating efficiency
and risk control capability. During the Reporting Period, the Company exercised management and
control over its subsidiaries in accordance with the Company Law, the Articles of Association and
other relevant laws and regulations. First, it provided guidance for the subsidiaries as to how to
improve the corporate governance structure, and how to revise and improve the Articles of
Association and other relevant systems in accordance with relevant laws and regulations; second,
through internal training such as training on connected transactions, the Company urged subsidiaries
to report to the Company on connected transactions, external guarantee and other major matters in
advance; third, the Company updated the internal control manual and related materials, to improve
the internal control system, and strengthen implementation and enhance the effectiveness of internal
control.

XIV. Related information on internal control audit report

VApplicable oN/A

In accordance with relevant standards, guidelines and regulatory documents, and upon the approval
by the audit committee of the Board of Directors, the Board of Directors and the general meeting,
the Company engaged Grant Thornton China (special general partnership) to conduct internal
control audit in 2023. In accordance with the Basic Standards for Enterprise Internal Control and
the Application Guidelines for Enterprise Internal Control, Grant Thornton China conducted audit
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of the effectiveness of internal control over financial reporting of the Company and its subsidiaries
as of 31 December 2023, and issued a standard internal control audit report with unqualified opinion.
See the Internal Control Audit Report 2023 of Joincare Pharmaceutical Industry Group Co., Ltd.
disclosed by the Company on 3 April 2024 for details.

Disclosure of internal control auditor's report: Yes
Types of internal control auditor's opinion: Standard unqualified opinion

XV. Rectification of self-examined deviations in the Special Action for Governance of Listed
Companies

1. Optimization of the meeting convening methods of the Board of Directors and Special
Committees of the Board

Description: At present, the Board of Directors and the special committees mostly hold meetings
through electric means which is not conducive to full expression of opinions by directors.

Rectification measures: In order to ensure that directors can fully express their opinions, the
Company will increase the number of on-site meetings of the Board of Directors and its special
committees. In particular, on-site meetings or on-site + virtual means will be held for matters related
to major asset purchase or sale or major connected transactions in the future. In 2023, the Company
held 4 meeting through a combination of on-site + virtual means, accounted for 26.67% of the
number of all meetings, representing an increase of 22.32% over 2021.

2. Improvement of the audit institution selection and engagement review process

Description: The special self-inspection found that the Company engaged the audit institution based
on inquiry into public available information on its professional competence and integrity, without
consulting the record of integrity of the audit institution in the securities and futures market through
the China Securities Regulatory Commission in advance.

Rectification measures: From 2021, in addition to the inquiry into public available information, the
Company would, before selecting and engaging an audit institution, consult the records of integrity
of the audit institution and relevant certified public accountants to be engaged in the securities and
futures market as maintained by Shenzhen Securities Regulatory Bureau, to fully learn about its
practicing experience, professional competence and integrity.

XVI. Others
oApplicable VYN/A
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Chapter 5 Environmental and Corporate Social Responsibility

I. Environmental information

If the environment protection mechanism was
- Yes
established
Amount of funds invested in environment protection 10.330.01
during the Reporting Period (Unit: RMB0’000) T
(1) Environmental issues of companies and their major subsidiaries belonging to key
pollutant discharging units as announced by the environmental protection department
\ Applicable o N/A
1. Pollution discharge information
\ Applicable o N/A
i Jiaozuo Joincare
Number Pollutant Total Total
Name of Name of major Number of Discharge discharge amount of .
company or pollutants and d'\i/lsgﬂZrota disc(IJw];r e discharge concentration standards %ﬂzﬁg: OJ discharge Ic_:i;(s((;:%sasrlv:
subsidiary | specific pollutants g g outlets (mg/L) implemente g approved E
outlets (t/a)
d (mg/L) (t/a)
Chemical oxygen M let i
_ YO 1 Continuous aster outlet in 116.58 220 809.8 9421 | il
Jiaozuo demand 1 sewage
Joincare Ammonia . treatment .
. Continuous 14.9 35 102.2 105.3 Nil
nitrogen workshop
ii Taitai Pharmaceutical
. Pollutant Total
Name of NI Gl T NIy Number of Discharge discharge o amount of .
pollutants and Mode of of 2 3 amount of 3 Excessive
company or specific discharge discharge discharge concentratio standards discharge discharge discharge
subsidiary P outlets n (mg/L) implemented approved
pollutants outlets (t/a)
(mg/L) (t/a)
Chemical / .
oxygen demand Vst outlet in 44.72 345 0.324 Nil
Biochemical _ sewage 6.18 150 0.0494 / Nil
oxygen demand | Intermittent 1
Suspended treatment ] -
Taitai solids workshop 7.5 250 0.061 Nil
Pharmaceutical pH value 7.64 6~9 / / Nil
Sulfur dioxide Discharge 0.76 50 0.0112 / Nil
Nllgro?.en Io>t<|de Intermittent 1 outlet of boiler 8.47 150 0.169 ; Nil
articulate .
exhaust gas
matter g 14.47 20 0.398 Nil
iii Haibin Pharma
Name of major Number . Ppllutant Total U]
Name of . Discharge discharge amount of .
pollutants and Mode of of Number of discharge . amount of . Excessive
company or e . . concentratio standards . discharge .
L specific discharge discharge outlets . discharge discharge
subsidiary ollutants outlets n (mg/L) implemented (t/a) approved
P (mg/L) (t/2)
Chemical , 48.96 500 33 4165 | Nil
oxygen demand Master outlet in
Ar_nmonla 1 sewage treatment 043 45 0.0292 37485 Nil
nitrogen workshop
- Total nitrogen 3.16 70 0.213 5.831 Nil
Haibin Total volatile Intermittent
Pharma i
organic 1 Discharge outlet of 17 100 | 0010028 0.504 | Nil
process exhaust gas
compounds
Non-methane Discharge outlet of
1 exhaust gas in 3.3 60 0.2036 5.04 Nil
hydrocarbon .
sewage station

100




Joincare Pharmaceutical Group Annual Report 2023
iv Xinxiang Haibin
Name of Pollutant Total
. Number . . Total
Name of major Discharge discharge amount of .
Mode of of Number of . amount of . Excessive
company or pollutants and . . . concentration standards . discharge -
- i discharge discharge | discharge outlets . discharge discharge
subsidiary specific outlets (mg/L) implemented (t/a) approved
pollutants (mg/L) (t/a)
Chemical
L oxygen Master outlet in 96.8 220 13.120 13.2025 Nil
Xinxiang demand Conti 1 treatment
Haibin emand ontinuous sewage treatmen
Ammonia workshop 6.212 35 0.842 15995 Nil
nitrogen
v Fuzhou Fuxing
Pollutant
Name of . : Total
. Number Discharge discharge Total
c;\ln?gi;for powzjtg:lts Mode of of Number of discharge concentration ; standards amount of Zﬂgﬁg:gf Excessive
subsidiary | and specific discharge d:)sltjnz{ge outlets ((nn:g;nI;Z/> Im(prLzrrf)n;ed dlsc(rtl?rge approved discharge
pollutants 9 A (t/a)
(mg/m®)
Chemical
oxygen .
demand termittent ) The northwest side of 1451 100 19.40 102.19 Nil
(COD) the factory
Ammonia .
nitrogen 0.1735 15 0.232 10.22 Nil
SO, 1 RTO 6.91 200 0.791 2.6 Nil
FUZhOU NOx 1 RTO 8.196 200 0.938 2.6 Nil
Fuxing RTO, fermentation
workshop,
Organized environmental friendly
\VOCs 7 sewage station, 6.38 60 7.626 30.19 Nil
regulating pool,
Workshop 2 (East),
Workshop 2 (West),
QC department
Note: The discharge concentration represents the actual discharge concentration to the environment, and the
standards implemented represent the standards for discharge to the environment by Jiangyin Sewage Treatment Plant
(JLFA75 7K 43 (i.e. COD < 100 mg/L, ammonia nitrogen < 15 mg/L), and the agreed standard for wastewater
discharge from Fuzhou Fuxing to Jiangyin Sewage Treatment Plant (YL.H757K4bFE) ) shall be the standards for
discharge to the environment by Jiangyin Sewage Treatment Plant (YLFH{5/K4:¥ )  (i.e. COD < 500 mg/L,
ammonia nitrogen <60 mg/L, total phosphorus < 8 mg/L, total nitrogen <70 mg/L, SS <400 mg/L). For the discharge
of non-methane total hydrocarbons, particulate matter, sulfur dioxide, and nitrogen oxides, the adopted standard was
the standard limits stipulated in the Emission Standard of Air Pollutants for Pharmaceutical Industry ( (il 25 Tk
KAV G bR #EY )(GB 37823-2019).
vi Livzon Xinbeijiang
Name of Number Pollutant Total Total
Name of major Mode of of NL_meer of Dlscharg_e discharge amount of arpount of Excessive
company or | pollutants and " . discharge concentration standards 3 discharge :
A oo discharge discharge . discharge discharge
subsidiary specific outlets outlets (mg/L) implemented ) approved
pollutants (mg/L) (t/a)
Chemical
Livzon oxygen Sewage 66.4 240 63.66 213.6 Nil
Xinbeiii demand Intermittent 1 treatment
inbejiang Ammonia worksho
. P 49 70 473 245 Nil
nitrogen

Note: The discharge concentration represents the concentration of discharge into Qingyuan Henghe Sewage
Treatment Plant (&7 y5 /KAL) ) |, while the standard adopted for discharge represents the standard
stipulated in the pollutant discharge license of the company, i.e. COD < 240 mg/L, ammonia nitrogen < 70 mg/L.
The data was obtained from Qingyuan Environmental Protection Bureau. The boiler waste gas follows the Emission
Standard of Air Pollutants for Boilers ( {4 K515 4 WA ihnitE) ) (DB 44/765-2019); the waste gas emission
from the workshops follows the Emission Standard of Air Pollutants for Pharmaceutical Industry ( #i]24§ T ok K=
15 QPR UE) ) (GB 37823-2019) and the Emission Standards for Odor Pollutants ( 3% &.i5 JeHEbrdE) )
(GB 14554-93).
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vii Livzon Hecheng
Name of Number Pollutant Total Total
Name of major Mode of of Number of Discharge discharge amount amount of Excessive
company or pollutants and discharae dischar discharge concentration standards of discharge discharae
subsidiary specific g e outl etg outlets (mg/L)/(mg/m?) implemented discharge approved 9
pollutants (mg/L)/(mg/m?®) [09) (t/a)
Chemical
oxygen 53.2 192 114 26.28 Nil
demand ) Wastewater
- Intermittent 1 treatment
Ammonia station
nitrogen 2.9 40 0.613 5.48 Nil
(NHz-N)
Sulfur 3 Boiler room 3 50 | 0101 / Nil
dioxide
Nitrogen 3 Boiler room 53 150 0.6646 / Nil
oxide
Livzon Smoke and 3 Boiler room 131 20 | 00235 / Nil
Hecheng dust
Hydrogen | & onized 7 Workshop 351 100 213 / Nil
chloride -
Non-methane continuous .
emission 7 Workshop 18.98 60 7.31 Nil
hydrocarbon 77.76
Non-methane ' .
hydrocarbon 1 RTO 8.03 60 0.15 Nil
Nitrogen 1 RTO 55 200 1.01 / Nil
oxide
ds_“'f.“r 1 RTO 2.75 200 0.40 / Nil
ioxide
Notes: 1. The discharge concentration of pollutants in waste water represents the average concentration by online
monitoring from the master discharge outlet by the company into South District Sewage Treatment Plant, while the
standard adopted for discharge represents the standard stipulated in the pollutant discharge license of the company,
i.e. COD <192mg/L, ammonia nitrogen <40mg/L.
2. The discharge concentration of pollutants in the discharge outlet of waste gas represents the average
concentration detected by a qualified third party engaged, of which the boiler exhaust adopted the Emission Standard
of Air Pollutants for Boilers ( (8 K05 S HEsAR#ED) )(DB 44/765-2019) of Guangdong Province. The
workshop and wastewater treatment station emission complied with the Emission Standard of Air Pollutants for
Pharmaceutical Industry ( §fill 25 Tk S5 B bR AED ) (GB 37823-2019).
viii Gutian Fuxing
Name of Number Pollutant Total
Name of major Number of Discharge discharge Total amount amount of .
Mode of of . . . . Excessive
company or | pollutants . 5 discharge concentration standards of discharge discharge "
L e discharge discharge . discharge
subsidiary | and specific outlets outlets (mg/L) implemented ® approved
pollutants (mg/L) (t/a)
Chemical
Gutian oxygen Southeastern 43.276 120 7.78 108 Nil
. demand Continuous 1 part of the
Fuxing Ammonia factory zone 8.236 35 154 315 Nil
nitrogen ) ) )
Note: Wastewater discharge follows the Discharge Standard of Water Pollutants for Pharmaceutical Industry
Fermentation Products Category ( & F#28 i 25 Tk /K5 Je ¥ HEAlhr v ) ) (GB21903-2008). The discharge
concentration represents the concentration of ultimate discharge into the environment, while the discharge standards
stipulated in the pollutant discharge license are COD < 120 mg/L, ammonia nitrogen < 35 mg/L.
ix Livzon Limin
Name of Number Pollutant Total
Name of major Number of Discharge discharge Total amount | amount of n
Mode of of . : . . Excessive
company or | pollutants and " . discharge concentratio standards of discharge discharge A
L e discharge discharge . discharge
subsidiary specific outlets outlets n (mg/L) implemented ® approved
pollutants (mg/L) (t/a)
Chemical
Livzon oxygen Wastewater 12.67 110 4514 Nil Nil
S demand Intermittent 1 treatment
Limin Ammonia station . .
nitrogen 0.2128 15 0.075 Nil Nil

Note: The production process of Limin Factory is required to comply with the Water Pollution Prevention and
Control Law of the PRC ( "4 N RALFIE K75 4eBA R ), the Air Pollution Prevention and Control Law of
the PRC ( {4 N\ RILAIE K75 48R ), the Solid Waste Pollution Prevention and Control Law of the
PRC ( 4 N BN [E R BRT5 Y3 8217 7672:) ), the Integrated Wastewater Discharge Standard of the PRC
National Standard ( {4 A B AE E FARMETS K S5 A HERPR D ) (GB 8978-1996), the Emission Standard of

102




Joincare Pharmaceutical Group Annual Report 2023

Air Pollutants for Boiler ( (4R 4P kS0 S ibruE) ) (GB 13271-2014), the Measures for Pollutant Discharge
Permitting Administration (Triallmplementation) ( (HES VPRI HEIME GA4T) ) ) and other laws, regulations
and industry standards. The wastewater of Limin Factory was discharged into Shaoguan Second Sewage Treatment
Plant (ERETH 25 —i5/KALEE) ) and the standard adopted for pollutant discharge represented the standard stipulated
in the pollutant discharge license of the company, i.e. COD < 110 mg/L, ammonia nitrogen < 15 mg/L, while the
data detected by third party inspection firm was adopted as the discharge concentration.

x Livzon Pharmaceutical Factory

Name of Number Pollutant Total
Name of major Number of Discharge discharge Total amount of "
Mode of of - 2 : Excessive
company or pollutants discharae discharae discharge concentration standards amount of discharge discharae
subsidiary and specific g outl etg outlets (mg/L) implemented | discharge (t) approved 9
pollutants (mg/L) (t/a)
Chemical Sewage
. oxygen 1 treatment 18.69 120 2.21 Nil Nil
Livzon d -
. emand . station
Pharmaceutical Intermittent
Factory Ammonia Sewage - -
- 1 treatment 0.2 20 0.024 Nil Nil
nitrogen -
station
Note: The discharge concentration of pollutants in the wastewater discharge outlet represents the average
concentration detected by a qualified third party engaged, by implementing the strictest of water pollutant discharge
concentration limits for newly-built enterprises of the Discharge Standard of Water Pollutants for Pharmaceutical
Industry Mixing/ Compounding and Formulation Category ( i 2% #7725 1 25 Tl KI5 e HEbriE) ) (GB
21908-2008), water pollutant discharge concentration limits for newly-built enterprises of the Discharge Standards
of Water Pollutants for Pharmaceutical Industry Bio-pharmaceutical Category ( =41 TR 1245 TalkKis 4w
HEmekRvEY ) (GB 21907- 2008), or the level 1 of phase 11 standard of Discharge Limits of Water Pollutants ( {7K
154 HERR{E ) ) (DB 44/26- 2001) of Guangdong Province.
xi Ningxia Pharmaceutical
Pollutant
Nam_e of Number Discharge discharge Total Tl
Name of major Number of : amount of .
Mode of of 2 concentrati standards amount of 3 Excessive
company or gellliCans e discharge discharge eliE e on (mg/L)/ | implemented discharge At discharge
subsidiary specific g 9 outlets 9 3 p 9 approved 9
outlets (mg/m°) (mg/L) / t)
pollutants 3 (t/a)
(mg/m°)
Chemical Sewage
oxygen treatment 104.84 200 102.49 Nil Nil
demand 1 workshop on
Ammonia the north side
. of the factory 0.61 25 0.6 Nil Nil
nitrogen 006
Sulfur .
dioxide Boiler 67.28 200 29.52 156.816 Nil
Ningxia Nitrogen . workshop on .
Pharmaceutical oxide Continuous 1 north side of 138 200 60.55 156.816 Nil
Particulate factory zone 6 30 252 9352 Nil
matter
4 outlets for
Volatile ferglet:‘e‘ét}%’; 3
co?‘r';gi)zlrfds 9 refinery and 2 7.17 100 10.74 79.535 Nil
P outlets for
sewage

Notes: 1. The discharge concentration of wastewater represents the concentration of ultimate discharge to the
environmental protection control center of Ningxia Xin'an Technology Co., Ltd. (‘7 2 # Bl A BR A 7)) (“Xin'an
Company”). The standard adopted for pollutant discharge was the standard stipulated in the pollutant discharge
license of the company and the amount of discharge was calculated by the amount received by Xin'an Company. In
respect of the total amount of approved discharge, since Ningxia Pharmaceutical adopted indirect discharge, the
local government of Ningxia cancelled the limitation of total discharge of chemical oxygen demand and ammonia
nitrogen of all indirect discharge enterprises, and the total amount index was directly allocated to sewage treatment
plants in the pharmaceutical industrial park established by the government after the renewal of the pollution
discharge license.

2. The air emission concentration of boilers represents the self-monitoring average concentration throughout
the year, the standard adopted for discharge was the emission limits of coal-fired boilers in Schedule 3 of
Emission Standard of Air Pollutants for Boiler ( {84 K75 RWHE SR EY ) (GB 13271-2014) (sulfur
dioxide < 200 mg/m?®, nitrogen oxides < 200 mg/m?, particulate matter < 30 mg/m°®) and Standard for Pollution
Control on Hazardous Waste Incineration ( /& [ 2 ¥0%58 beis Bzl bnit) ) (GB18484-2020), and the
amount of sulfur dioxide, nitrogen oxides, and particulate matter was calculated by the amount indicated by
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online monitoring. The concentration of volatile organic compounds represents the concentration of ultimate
discharge to the environment (self-monitoring concentration), the adopted standard was the standard limits
stipulated in Schedule | of the Emission Standard of Air Pollutants for Pharmaceutical Industry ( #1245 Tk
KAT5 Y HEbR4EY ) (GB 37823-2019) and the amount of discharge was calculated by the amount of
waste gas emissions and the discharge concentration recorded by the monitoring report.

xii Jiaozuo Hecheng
Name of NUmiED Pollutant Total
Name of major Mode of of Number of Discharge discharge Total amount of Excessive
company or | pollutants and : - discharge concentratio standards amount of discharge ;
L s discharge discharge - " discharge
subsidiary specific outlets outlets n (mg/L) implemented | discharge (t) approved
pollutants (mg/L) (t/a)
Chemical Master outlet in
. oxygen : ] 96.6 220 8.022 60.8 Nil
Jiaozuo . industrial
demand Continuous 1
Hecheng Ammonia wastewater
< workshop 34 35 0.279 8.8 Nil
nitrogen
Note: The discharge concentration and the total amount of discharge represent the concentration and total amount of
ultimate discharge into the downstream sewage treatment plant, and the source is online monitoring data.
Replacement of hazardous waste signs and labels in pipelines follows the latest Technical Specification for Setting
Identification Signs of Hazardous Waste ( {f& & RPR B4R & & BEHAMIEY ).
xiii Shanghai Livzon
Name of - Pollutant Total
Name of major NIy Number of Dlscharg_e discharge Total amount | amount of .
Mode of of 2 concentration 5 3 Excessive
company or pollutants discharde discharde discharge (mg/L)/(mg/ standards of discharge discharge discharge
subsidiary | and specific g outletg outlets 4 m) Y implemented t) approved g
pollutants (mg/L)/(mg/m?) (t/a)
Chemical
oxygen 40.1 500 4,93 6.1738 Nil
demand Intermittent 1 Master outlet
Ammonia in the park
nitrogen 245 40 0.30 0.8747 Nil
Shanghai Particulate No. 5 and 6
Livzon matter 2 outlets on the - - - - Nil
Organized roof
Volatile intermittent No.1, 2, 3, 4,
organic discharge 8 7,8,9and 10 341 60 0.28 0.88325 Nil
outlets on the
compounds
roof
Note: The discharge concentration was the average of monthly third-party monitoring data, and the amount of
discharge was the cumulative sum of monthly discharge. The discharge of VOCs and particulate matter were in
accordance with the Emission Standard of Air Pollutants for Pharmaceutical Industry ( {24 Tk K75 4k
TEAREY ) (GB 37823- 2019), and the discharge of COD and ammonia nitrogen were implemented in accordance
with the Integrated Wastewater Discharge Standard ( {i57KZi&HEEbR#ED ) (DB 31/199-2018). Air pollutants
discharge follows Emission Standard of Air Pollutants for Pharmaceutical Industry ({124 TV K< 15 G
FrvE) ) (DB31/310005-2021), Integrate Emission Standards of Air Pollutants ( § K15 ¥4 & HEBRAE) )
(DB31/933-2015) and Emission Standards for Odor Pollutants ( (%5 (FBk) J5 5 ¥HEBGRAE) ) (DB31/1025-
2016). Water pollutant discharge follows the The Discharge Standard of Pollutants for Bio-Pharmaceutical Industry
( (A=W 2547 b5 G HEchRE ) ) (DB31/373-2010). Shanghai Livzon was among other key pollutant discharge
units, but not among the key pollutant discharge units of water environment and atmospheric environment.
xiv Livzon MAB
Name of Number Pollutant Total
Name of major Number of Discharge discharge Total amount of .
Mode of of . : . Excessive
company or | pollutants and discharde discharde discharge concentratio standards amount of discharge discharae
subsidiary specific 9 g outlets n (mg/L) implemented | discharge (t) approved 9
outlets
pollutants (mg/L) (t/a)
Chemical Sewage
oxygen 1 treatment 18.69 120 2.57 Nil Nil
Livzon demand Intermittent station
MAB Ammonia Sewage
- 1 treatment 0.2 20 0.0261 Nil Nil
nitrogen .
station

Note: The discharge concentration of pollutants in the wastewater discharge outlet represents the average
concentration detected by a qualified third party engaged, by implementing the strictest of water pollutant discharge
concentration limits for newly-built enterprises of the Discharge Standard of Water Pollutants for Pharmaceutical
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Industry Mixing/ Compounding and Formulation Category ( Vi 25172581 25 Tk /K i5 4 EbrE) ) (GB
21908-2008), water pollutant discharge concentration limits for newly-built enterprises of the Discharge Standards
of Water Pollutants for Pharmaceutical Industry Bio-pharmaceutical Category ( 4= TR 125 TAbkis 4
HEJbRAE) ) (GB 21907- 2008), or the level 1 of phase 11 standard of Discharge Limits of Water Pollutants ( {7k
TS AYHERRE ) ) (DB 44/26- 2001) of Guangdong Province.

xv Livzon Diagnostics

Name of Pollutant Total
- Number . : Total
o | ol | Motear | or | tumerof | Dichre | dse | maumor | SO | e
subsidiary specific g outletg outlets n (mg/L) implemented ) 9 approved g
pollutants (mg/L) (t/a)
Chemical Sewage
oxygen 1 treatment 14 500 0.0419 Nil Nil
Livzon demand . station
. - Intermittent
Diagnostics Ammonia Sewage
. 1 treatment 0.09 Nil 0.00027 Nil Nil
nitrogen station

Note: The sewage treated by Livzon Diagnostics was discharged into the South District Sewage Treatment Plant in
Zhuhai (ER#ETm X /KB $46) ) | and the wastewater discharge was carried out in accordance with the Discharge
Limits of Water Pollutants of Guangdong Province Standards ( ) 4<% # 5 AR K5 e HER R (E ) ) (DB 44/26-
2001).

2. Construction and operation of pollution preventive facilities
\ Applicable o N/A

Name of company or

- Construction and operation of pollution preventive facilities
subsidiary

Exhaust gas: The treatment process of “Three-level spray + mist eliminator + dry filter
+ adsorption concentrator + RCO” + “secondary alkali spray” was adopted for
fermentation exhaust gas. The treatment process of “bag type dust collector” was
adopted for proportioning process dust-laden exhaust gas. The treatment process of
“secondary alkali spray” was adopted for exhaust gas treatment facilities in wastewater
treatment station. The treatment process of “alkali adsorption” was adopted for process
acid waste gas. The treatment process of “tertiary finned condenser + bag type dust
collector + secondary alkali spray + RTO”/*-20 °C condensation + activated carbon
adsorption device (including regenerating device) + RTO”/“adsorption device
(including regenerating device) Jiaozuo Joincare + secondary alkali spray + biological
uptake + secondary alkali spray”/“secondary alkali spray + biological uptake +
secondary alkali spray” was adopted for process organic exhaust gas. 15 discharge
outlets were constructed. All of them enable stable and up-to-standard discharge
through self-monitoring in 2023.

Wastewater: The treatment process of “regulating pool + hydrolysis acidification pool
+ UASB + (CASS + air flotation) / modified A/O + secondary settling tank +
coagulating sedimentation” was primarily adopted. Standard wastewater outlets were
set; online automatic monitoring control system was installed at outlets for real-time
monitoring of COD, ammonia nitrogen, total nitrogen, pH, fluorion and flow.
Wastewater treatment process sections can be stably operated. Moreover, wastewater
control factors can be stably emitted in compliance with the required standard.

No new environmental protection facility was set up, and all environmental protection
facilities functioned properly.

No new pollution preventive facility was set up, and all pollution preventive facilities
functioned properly and ensured up-to-standard discharge.

Wastewater: The wastewater treatment system with daily processing capacity of 600
tonnes through patented A/O process designed by East China University of Science
and Technology functioned properly in 2023. In April 2020, a set of MVR
concentration wastewater treatment plant was added and functioned properly in 2023.
In June 2022, a set of lift aerator system and a set of magnetic levitation blower were
added in the biochemical system, which have been functioning properly. A new
sewage anaerobic treatment system was built in 2021, which has been functioning
properly. In 2023, the company adopted the Fenton advanced sewage treatment system
to delete and select reagents and orthogonally test the ratio of each reagent, and
implemented a series of measures, such as adjusting the dosage and introducing new
reagent manufacturers, to ensure that the advanced wastewater treatment process can
operates stably and that the indicators of discharged wastewater meet the standards for
discharge.

Jiaozuo Joincare

Taitai Pharmaceutical

Haibin Pharma

Xinxiang Haibin
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Exhaust gas: The 40000m%h regenerative oxidation exhaust gas treatment system
designed by Jiangsu Ruiding started operation on 2 November 2019 and is functioning
properly in 2023. After reconstruction of dry tail gas self-circulating process, the
activated carbon adsorption device for high concentration waste gas designed by
Beijing Rixin Daneng Technology Co., Ltd. has been functioning properly in 2023 and
solvent recovery amount was increased. After alkali spray and water spray, the exhaust
gas from biochemical aerobic process of wastewater treatment was emitted in
compliance with the required standard, and the equipment functioned properly
throughout 2023. A set of methylene chloride and tetrahydrofuran membrane recovery
system was added for high concentration exhaust gas treatment of the sixth workshop,
which has been functioning properly in 2023. A new methylene chloride membrane
recovery system was added to the third workshop and the system operates properly in
2023.

Fuzhou Fuxing

The company strictly complies with the “Three Simultaneous” system of
environmental protection by collecting and treating “Three Wastes (wastewater, waste
gas and solid waste)” according to requirements, and employs an advanced wastewater
treatment process known as “Regulating pool + Hydrolysis acidification tank +
Sequencing Batch Reactor Activated Sludge Process (SBR) and Cyclic Activated
Sludge System (CASS) + Air float”. After the wastewater from production has gone
through the above treatment process, all indicators are stable and satisfy the discharge
standard. After meeting the discharge standards, the wastewater is discharged to
Jiangyin Sewage Treatment Plant operated by Fujian Huadong Water Treatment Co.,
Ltd. GREEARKSAH AT via sewage pipe network at the industrial park area
for further treatment. In 2022, the waste gas treatment facilities for Fenton pool and
regulating pool have been added, and the waste gas was treated by secondary spraying.
The RTO annual maintenance has been completed in the first half of 2023. In 2023,
the COD concentration was 5,628.7 mg/L, the ammonia nitrogen concentration was
225.5 mg/L; the COD concentration and ammonia nitrogen concentration discharged
into Jiangyin Sewage Treatment Plant (VL5 7KAL#E) ) were 237.2 mg/L and 22.1
mg/L respectively.

Livzon Xinbeijiang

The “Three Wastes” were collected and treated effectively in strict compliance with
the “Three Simultaneous” system. The sewage treatment facilities with an investment
amount of over RMB30 million have a designed processing capacity of 3,000 t/d and
adopt the treatment process of “Pre-treatment + Aerobic pool + Hydrolysis
acidification tank + SBR + Catalytic oxidation + Air float”. The effluent water quality
constantly met the standard; the COD concentration of the influent water in the
regulating pool was about 2000 mg/L, and the actual COD concentration discharged
after treatment was about 100 mg/L (the discharge standard is < 240 mg/L), and the
COD treatment efficiency reached 95%. The waste gas emitted from sewage treatment
was treated using a biological deodorization box + 3-level high-efficiency sodium
hypochlorite and lye spray + 1-level alkali spray treatment process; the waste gas
emission constantly met the standard. For the organic waste gas, the refining workshop
adopts the most advanced RTO treatment process, which conveys the waste gas to the
RTO furnace chamber at about 800 <€ for high-temperature oxidation and completely
decomposes the volatile organic gases into CO2 and water. In 2023, the fourth round
of environmental protection improvement and renovation was carried out, including a
series of noise reduction measures such as installing sound-proof glass for the shutters
on the third floor of the fermentation department 2, adding an enclosure to the fan on
the roof of the refining workshop and enclosing the MVR and RTO areas with sound-
absorbing cotton panels. In addition, the pre-treatment wastewater pipeline of the
sewage station was sorted out, the original remaining waste pipelines were removed,
and new wastewater pipelines were sorted out and installed to effectively reduce the
leakage of wastewater; for the waste gas of the fermentation workshop 2, the first-level
waste gas spray tower was added to strengthen the treatment effect of fermentation
waste gas.

Livzon Hecheng

The “Three Wastes” were treated in a centralized and effective manner in strict
compliance with the “Three Simultaneous” system and the maintenance and
management of pollution prevention & treatment facilities were enhanced to ensure

that pollutant discharge was stable and in compliance with the required standard. For
wastewater, the treatment process of “pre-treatment of drainage from the production
process + hydrolytic acidification + Upflow Anaerobic Sludge Bed (UASB) +
advanced oxidation + Cyclic Activated Sludge System (CASS) process + air
floatation/ozonation advanced treatment” was adopted. Treated sewage was
discharged into Zhuhai Leaguer Environmental Protection Co., Ltd. (EkifE }1 &%
R (water purification plant in the South District) through the municipal
sewage pipeline network. The waste gas was treated by spray tower, activated carbon
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adsorption, condensation, liquid nitrogen cryogenic, RTO and other comprehensive
treatment technologies to ensure all kinds of pollutants were effectively treated and
discharged in compliance with the standards.

Gutian Fuxing

At the same time when the enterprise started production, the “Three Wastes” were
collected and treated effectively in accordance with the requirements of the “Three
Simultaneous™ system of environmental protection. This involves a designed sewage
treatment capacity of 1,200 t/d, adoption of the advanced “Anaerobic-Oxic activated
sludge process (A/O) + SBR + nitrogen removal by denitrification + Fenton
decolorizing + air flotation” wastewater treatment process, 6,000m® of effective
reservoir capacity of the treatment system and more than 20 sets of treatment
equipment with 350 KW installed capacity to improve the water treatment process,
thus ensuring that all wastewater treatment indicators are stable and satisfy the
discharge standard. The COD concentration and ammonia nitrogen of untreated
wastewater were 2000 mg/L and 400 mg/L respectively; the COD concentration and
ammonia nitrogen were lowered to 43.276 mg/L and 8.236 mg/L after treatment, with
the removal rate as high as 97.8%. Treated sewage that reaches the grade 1l discharge
standard is directly discharged into Minjiang River. The hazardous waste of the
company is entrusted to qualified companies for compliant disposal according to the
requirements of environmental impact assessment and acceptance inspection opinions.
Two 4-tonne coal-fired boilers were eliminated and one 12-tonne biomass-fired
special boiler was replaced. The boiler exhaust treatment facilities were upgraded, with
the high-efficiency waste gas treatment facility of “SNCR denitrification + cyclone
dust removal + dry desulfurization + bag dust removal + wet desulfurization” adopted.

Livzon Limin

The “Three Simultaneous” system was strictly implemented by the company for the
treatment of “Three Wastes” by collecting and treating the “Three Wastes” effectively.
The original sewage treatment plant with an investment amount of over RMB13
million has a designed processing capacity of 1,500 t/d and adopts the treatment
process of “Pre-treatment + Hydrolysis acidification tank + Facultative tank + Aerobic
pool + Secondary sedimentation”, and the sewage after treatment was discharged into
Shaoguan Second Sewage Treatment Plant (iA2<T 58 —i5 /K403 ) through the
municipal pipeline network. The key pollution indicators are chemical oxygen demand
and ammonia nitrogen; the concentrations at water inlets were 365.1 mg/L and 1.187
mg/L respectively in 2022, while the average discharge

concentrations at water outlets were 12.67 mg/L and 0.2128 mg/L respectively, far
lower than the relevant limits stipulated in the pollutant discharge license and the
removal rates reached 93.45% and 54.08% respectively. In respect of waste gas
treatment, biomass boilers were all replaced by gas boilers. The technical
transformation project of the R&D center has installed waste gas treatment facilities
such as activated carbon adsorption and acid mist spray tower. The key pollution
indicators are sulfur dioxide, nitrogen oxides and particulate matter. The emission
concentrations were 0 mg/m$82.92 mg/m3and 2.15 mg/m3espectively in 2023, far
lower than the relevant limits stipulated in the pollutant discharge license. In respect
of control of noise pollution, investment was made to construct noise segregation wall
to reduce noise pollution.

Livzon
Pharmaceutical
Factory

The “Three Wastes” were collected and treated effectively by the Pharmaceutical
Factory. For wastewater: an investment of over RMB10 million was made for phase |
and phase Il sewage treatment station with a designed processing capacity of 1,000
t/d, which adopted the CASS process for phase | and the A/O process for phase I1. The
indicator of treated wastewater was approximately 50% of the standard limit
requirement and the sewage after treatment was discharged into sewage treatment
plants through the municipal pipeline network. For waste gas: currently, the company
uses purchased steam and uses the boilers as backups, greatly reducing air emissions
(sulfur dioxide, nitrogen oxides). The waste gas of the wastewater treatment stations
is treated by the biological deodorization tower, which is a combined odor treatment
equipment, divided into three areas: biochemical area, physicochemical area and
adsorption area. The biological deodorization in biochemical area mainly uses
microorganisms to deodorize, and the odorous substances are transformed through the
physiological metabolism of microorganisms, so that the target pollutants are
effectively decomposed and removed to achieve the purpose of waste gas treatment.

Ningxia
Pharmaceutical

Through strict enforcement of the “Three Simultaneous” system, the “Three Wastes”
were collected and treated effectively. The designed total processing capacity of
sewage treatment was 7,500 m®/d (including one plant with capacity of 5,000 m®/d and
one plant with capacity of 2,500 m®/d), and the actual total treatment amount was 2,800
m3/d. After the treated sewage had reached the standard stipulated on the pollutant
discharge licence, it would be discharged into Xin’an Company through the sewage
pipeline network in the industrial park. Waste gas treatment: 4 sets of fermentation and
2 sets of refining waste gas treatment adopt the treatment process of “sodium

107




Joincare Pharmaceutical Group Annual Report 2023

hypochlorite spray + water spray + two-way superoxide water spray + micro-nano
bubble spray”; 2 sets of waste water treatment tank odor collection and treatment
facilities adopt the treatment process of “three-level spray absorption (level 1: alkaline
water spray absorption + level 2: sodium hypochlorite spray absorption + level 3:
sulfuric acid spray absorption)”; 1 set of RTO (regenerative thermal oxidizer) waste
gas treatment facility adopts incineration method; 2 forty-ton circulating fluidized bed
boilers (one in operation and one on standby) were in normal operation, adopting the
treatment process of “bag dust removal + double alkali desulfurization + alkaline water
spraying and demisting”. General solid waste: slag and sludge were entrusted for
landfill disposal; styrene-acrylic slag is sold as organic fertilizer; styrene-acrylic
mother liquor was outsourced for recycling; styrene-acrylic spent activated carbon and
Lova waste activated carbon were sent to boilers for incineration. Hazardous waste:
mycophenolic acid and Dora waste slag are put into boilers for incineration; spent
activated carbon, waste and empty reagent bottles, waste packaging bags, etc. were all
entrusted to qualified companies for disposal. In 2023, the following pollution
prevention measures were mostly completed: 1. decommissioning the former
Xinbeijiang sewage treatment system to abate the source of malodorous gas
generation; 2. carrying out comprehensive cleaning and maintenance of the existing 9
sets (30 units) of waste gas treatment facilities spray tower; 3. replacing nearly 1,000
meters of DN300 external drainage pipes.

Jiaozuo Hecheng

The “Three Wastes” were collected and treated effectively in strict compliance with
the “Three Simultaneous” system. The designed sewage treatment capacity was 3,000
t/d, the treatment process of “hydrolytic acidification tank + UASB + aerobic pool +
materialized treatment” was adopted, the treated sewage would be discharged into the
sewage treatment plant of Xiuwu Branch of Kangda Water Co., Ltd. (kK454 R
A‘MER /A E]) through the municipal pipeline network. The sewage treatment
facilities were under normal operation with compliant discharge. In 2023, an operation
and maintenance contract in relation to online continuous monitoring system for water
quality was signed with Jiaozuo Lansheng Environmental Technology Service Co.,
Ltd. CEETERIAREARRS AR AT . For waste gas: In 2023, dichloride
module equipment was added in the recycling section, and the waste gas was
discharged after being treated and the standard limit met; The waste gas generated
from technical process in the production zone would be collected and treated by
adopting two sets of processes of “spray + activated carbon + spray + RTO incineration
equipment” and “-20 Celsius condensation + dichloride module + spray + activated
carbon + spray + RTO incineration equipment” and then discharged after reaching the
required standard. Solid waste and hazardous waste would be stored in the hazardous
waste station constructed in compliance with the requirements of “Three Protections”
(protection against leaks, erosion and rain) according to the requirements under the
Guidelines for Standardized Management of Hazardous Waste in Henan Province
(Trial Implementation) ( (V7 rd 48 &l 2 e A6 B 3 TAEFE RS ({47 D). In 2023,
hazardous waste disposal contracts were signed with qualified companies Anyang
Zhongdan Environmental Protection Technology Co. ({7 PRI R R4 TR A
7)) , Luoyang Dezheng Waste Resources Recycling Co., Ltd. (% BH%% IE & # % IR
A A IR F) and Qinyang BBMG Jidong Environmental Protection Technology
Co., Ltd. (GILPH 4P RIMERE AR A ] . In 2023, hazardous waste and other
general solid waste were disposed of in compliance with relevant requirements. In
January 2023, a self-monitoring and automatic monitoring equipment comparison
contract was signed with Henan Chenjie Inspection Technology Co., Ltd. (i[Fg /=7l
WIGH ARG PR /AT]) to regularly monitor the company’s discharge outlets.

Shanghai Livzon

The company designed and built a sewage treatment station with a processing capacity
of 200 m%/d in 2018. The company’s wastewater was treated by such sewage treatment
station and then entered the park’s sewage treatment station for secondary treatment,
and finally discharged into the municipal pipeline network. The company had the

hazardous waste station in compliance with the requirements of “Three Preventions”
to store hazardous waste and appointed a qualified company for compliant disposal.
The company’s main discharge outlets were treated with activated carbon adsorption
and filtration, and the activated carbon was replaced every half a year to ensure that
the air emission met the standards. In January 2022, the company demolished the solid
preparation workshop on the third floor and transformed it into a microsphere
workshop, and there is no particulate matter emission from the No. 5 and No. 6
discharge outlets accordingly. In order to meet the regulatory requirements under the
new environmental impact assessment (at least one emission reduction measure to be
replaced with a new one), the 4# exhaust stack was upgraded in March 2023, upgrading
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the secondary activated carbon adsorption equipment and the monitoring platform
processing equipment.

Livzon MAB

The “Three Simultaneous” system was strictly implemented by Livzon MAB for the
treatment of “Three Wastes” by collecting and treating the “Three Wastes” effectively.
For wastewater (relying on the wastewater treatment of Pharmaceutical Factory in the
park): an investment of over RMB10 million was made for phase | and phase Il sewage
treatment station with designed processing capacity of 1,000 t/d, which adopted the
CASS process for phase | and the A/O process for phase Il, and the sewage after
treatment was discharged into sewage treatment plants through the municipal pipeline
network. For waste gas: currently, the company uses purchased steam and takes the
boilers as backups, greatly reducing air emissions. The waste gas of the wastewater
treatment stations is treated by a combination of first-level spray towers, Ultra Violet
(UV) photoion equipment and second-level spray towers.

Livzon Diagnostics

The “Three Simultaneous” system was strictly implemented by Livzon Diagnostics.
The company has sewage treatment facilities, which started construction in 2017 and
were completed and passed the acceptance inspection for use in June 2018. The
treatment processes include sedimentation tanks, regulating tanks, anaerobic tanks,
contact oxidation, secondary settling tanks, etc. The sewage after being treated and
met the standard was discharged into the South District Sewage Treatment Plant in
Zhuhai  CERE 7 5 X 7K B i 46 through the municipal sewage pipeline.
Hazardous waste and general industrial solid waste generated by Livzon Diagnostics
were entrusted to a qualified third-party company for disposal.

3. Environmental impact assessment of construction projects and other environmental
protection administrative licensing

VApplicable oN/A

Name of company or
subsidiary

Environmental impact assessment of construction projects and other
environmental protection administrative licensing

Jiaozuo Joincare

Jiaozuo Joincare was listed in the mandatory clean production directories on key
industries in 2023. Currently, the interim report review has been completed. Due to the
delay in the construction of high-cost projects, the clean production review and
acceptance is expected to complete by the end of March 2024.

Taitai Pharmaceutical

The Environmental Impact Report for new products are currently under preparation and
review.

Haibin Pharma

No environmental impact assessment project was required in 2023; with strict
enforcement of the “Three Simultaneous” system in the production process and
implementation of the environmental protection measures required under the
environmental impact assessment, the environmental protection facilities have been
functioning properly; and the change of pollutant discharge license was applied for and
obtained approval in December 2023.

Xinxiang Haibin

No environmental impact assessment project was required in 2023.

Fuzhou Fuxing

The Environmental Impact Report on the Phase 11l High-end Antibiotics Project of
Livzon Group Fuzhou Fuxing Pharmaceutical Co., Ltd. ( ¢ NN EREE HIH&E MR M EE 25
PR 7] =B B s i 2 2000 B A B2 4Rk 245 15) ) was approved on 23 August 2021.
The Environmental Impact Report on the Phase IV High-end Antibiotics Project of
Livzon Group Fuzhou Fuxing Pharmaceutical Co., Ltd. (FRREE 148 M8 M EE 25 TR
o) DU B it HL AR 2R 00 H P2k 45 15) ) was approved on 12 October 2022.
In March 2023, the second phase, the third phase, the second stage and the third stage of
environmental inspection have been completed. The company strictly implements the
“Three Simultaneous” system and takes environmental protection measures required for
environmental assessment, with the environmental protection facilities under normal
operation. Approval was granted for the application of a new national pollutant discharge
license on 27 December 2017 and the renewal of the national pollutant discharge license
was completed in December 2020. The company has been discharging pollutants in strict
compliance with the licensing and administrative requirements. The re-application for
the pollutant discharge license was completed in October 2023 with a validity period
from 8 October 2023 to 7 October 2028.

Livzon Xinbeijiang

The Environmental Impact Report on Current Status of Projects of Livzon Group
Xinbeijiang Pharmaceutical Manufacturing Inc. ( INERSE ALV 25 B4 A PR A
H) T H BRI 4 25 ) ) was approved and filed on 6 December 2016; with strict
enforcement of the “Three Simultaneous” system and implementation of the
environmental protection measures required under the environmental impact
assessment, the environmental protection facilities have been functioning properly. The
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first application for a new national discharge permit was applied on 29 December 2017,
and the renewal of the discharge permit was processed on 29 December 2022, with a
validity period until 28 December 2027. The discharge permit for the new plant in
Shijiao was changed on 8 May 2023 and is valid until 7 May 2028.

Livzon Hecheng

The Environmental Impact Assessment Report on Current Status of the Product
Structure and Production Capacity Adjustment Project of Zhuhai FTZ Livzon Hecheng
Pharmaceutical Manufacturing Co., Ltd. ( {ERiE{RFL X TTER &SRR 255 PR A 5 72
S5 R B R R T H DUIRIA SRS PR 75 ) ) was approved in December 2016. In
2021, the environmental impact assessment for expansion of 14 new products including
paliperidone palmitate (KA BZ 1A FIWRER D, aripiprazole B 37 WK, bismuth potassium
citrate (¥ ¥ IR 4% 7 ) , i.e. the Environmental Impact Assessment Report on
Technological Renovation and Expansion Project of Zhuhai FTZ Livzon Hecheng
Pharmaceutical Manufacturing Co., Ltd. ( BRiECRBLIX TIER AR 266 IR 2 5] B ik
@I H I IR IR 45 ) ), passed the expert review, and obtained approval on 20
January 2022. The company strictly enforced the “Three Simultaneous” system and
implemented environmental protection measures as required under environmental
impact assessment with normal operation of the environmental protection facilities. In
2023, it was awarded the Green Factory by the Ministry of Industry and Information
Technology. In March 2022, the revision and filing of the emergency plan for
environmental emergencies was completed.

Gutian Fuxing

The company passed the environmental impact assessment on 30 June 1999 and the
inspection and acceptance upon completion of construction carried out by
Environmental Protection Bureau of Fujian Province on 5 June 2000. The company re-
prepared its post-environmental impact assessment report in 2019 and passed the
inspection and acceptance carried out by experts on 11 June 2019. The company strictly
enforced the “Three Simultaneous” system and implemented the environmental
protection measures as required under environmental impact assessment, with normal
operation of the environmental protection facilities. In September 2022, the clean
production passed the on-site inspection and acceptance of the Ecology and Environment
Bureau, and in October 2022, it obtained the inspection and acceptance opinions of the
Ningde Environmental Protection Science Research Institute. The existing pollutant
discharge license was applied on 26 November 2020 with a validity period from 29
December 2020 to 28 December 2025.

Livzon Limin

The Environmental Impact Report on the Technological Reform Project for the R&D
Center of Livzon Group Limin Pharmaceutical Manufacturing Factory ( BBk 7
M2 A oL e 00 H BB 2 i 15 2 ) ) was approved on 6 December 2019.
A review expert meeting was held on 24 April 2021, and independent review was
completed. The Environmental Impact Report for Workshop Il of Small-capacity
Injection ( {/NZEEVES I A T H RS2 4 53 ) ) was approved on 23
November 2020. On 15 September 2021, a review expert meeting was held, and
independent review was completed. The national pollutant discharge license was
updated on 22 December 2023. The “Three Simultaneous” system was strictly enforced
to implement the environmental protection measures required under the environmental
impact assessment, with normal operation of the environmental protection facilities. In
September 2022, Limin Pharmaceutical Manufacturing Factory passed the on-site
review on clean production by the expert group. In the future, it will continue to explore
the potential of energy conservation and emission reduction, establish and improve the
clean production mechanism and continuously enhance the level of clean production. It
was recognized as a green enterprise in the environmental credit rating by Shaoguan
Municipal Ecology and Environment Bureau consecutively from 2019 to 2022. The
pollutant discharge license was renewed in 2023 with a validity period from 22 October
2021 to 21 October 2026.

Livzon Pharmaceutical
Factory

The Environmental Impact Report Form for the Newly-added Wet Granulation Line
Project P07 of Livzon Group Livzon Pharmaceutical Factory (  [F&k4E 1 AH ki 24
PO7 3B 3 I 2 il 4 42 T H BR5E s i 4 35 % ) ) was approved on 18 May 2022.
Pharmaceutical Factory updated the pollutant discharge license in June 2022. The
Environmental Impact Report Form for New Boilers and Boiler Low-nitrogen
Transformation Project ( BT #d A b (R A S TH B IR B2 ik 3538 ) ) was
approved on 19 August 2022. The company will strictly enforce the “Three
Simultaneous” system to implement the environmental protection measures as required
by the environmental assessment. The Expansion Project for Production Line of
Lyophilized Powder Injection of Livzon Group Livzon Pharmaceutical Factory ( ¢k
LRI R W 25 2R VR T8y 817U 2B P2 289 0T H ) ) completed its independent
acceptance in June 2022, and the Small-capacity Workshop Construction Project of
Livzon Group Livzon Pharmaceutical Factory ( { WEEREERFIHER 2] /NS & 4 0] 3
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B H ) ) completed its independent acceptance in August 2022. Livzon Pharmaceutical
Factory updated the pollutant discharge license in June 2022, with a validity period from
9 June 2022 to 8 June 2027. The Environmental Impact Report on the Construction
Project of Recombinant Human Follicle Stimulating Hormone Injection Pen Production
Line ( ( FEZH AR OV VRS A2 = 2R i 15e i H P BEs2 k75 15 ) ) was approved on
11 July 2023. Pharmaceutical Factory updated the pollutant discharge permit in August
2023, which is valid from 18 August 2023 to 17 August 2028. The New Boilers and
Boiler Low-nitrogen Transformation Project of Livzon Group Livzon Pharmaceutical
Factory ( T 2k 42 1 W0 2k i 25 B 38 B8 b S e P IR & 0 H ) ) passed the
independent acceptance in December 2023.

Ningxia Pharmaceutical

The renewal application for the discharge license was completed in December 2020 and
the license is valid until 28 December 2025. The environmental protection inspection for
completion of doramectin expansion project was completed in March 2021. In
September 2021, expert review and government filing were completed for the
environmental impact evaluation of project work upon optimized disposal of the
company’s solid waste. The company applied to change its pollutant discharge permit
and passed the review of the Pingluo Branch of Shizuishan Municipal Ecology and
Environment Bureau in December 2021. In December 2022, the company passed the
identification of Shizuishan municipal green plant and prepared an environmental
impact assessment report on the increase of phenylalanine production capacity (currently
under review by experts). The company reported to the national pollution discharge
license management information platform (pollution discharge implementation report)
and the ecological environment statistics business system (enterprise environment
statistics report) quarterly. In 2022, the company also completed the second round of
rectification of non-compliance under the supervision of central environmental
protection authorities, independent acceptance and government acceptance. The
company strictly enforced the “Three Simultaneous” system to implement the
environmentalprotection measures as required by environmental assessment, and the
environmental protection facilities were innormal operation. In 2023, the main
achievements were as follows: 1. the recognition of “Green Factory” at the Ningxia
Autonomous Region level was obtained; 2. The environmental compliance procedures
related to the use of phenylalaninemother liquor and concentrated waste liquid of
lovastatin as organic fertilizer raw materials were completed; 3. Theidentification of
hazardous waste such as sludge and lovastatin slag was completed; 4. The phenylalanine
productioncapacity increase project (R A = fg 34 N5 H ) was completed and accepted
for environmental protection; 5. Theproject approval and environmental assessment
procedures for tryptophan and isoleucine project (A& R R =&MW H ) was
completed.

Jiaozuo Hecheng

The Environmental Impact Assessment Report on Current Status of Jiaozuo Livzon
Hecheng Pharmaceutical Manufacturing Co., Ltd ( {£51ENRER-& B 2456 TR A 7 BUR
B A5 2 ) ) was approved and filed on 15 December2016, the “Three
Simultaneous” system was strictly enforced, the environmental protection measures as
required byenvironmental assessment were implemented and the environmental
protection facilities were in normal operation. Theapplication for the national pollutant
discharge license was completed in December 2020, the environmental protection
policies were strictly enforced and various management tasks were implemented. The
pollutant discharge license was changed in December 2023 and has now been submitted
to the Ecological Environment Bureau for review. In 2023, the “one enterprise, one
policy” plan for Jiaozuo Hecheng, a VOCs discharge enterprise, was formulated in
accordance with the Summer Ozone Pollution Prevention and Control Action Plan ( {&
= RA TS YRR BUR AT AN 77 %) ). In accordance with the Notice Requirements on
Conducting Special Enforcement Inspections for Enterprises in Volatile Organic
Compounds Industry ( €& T 2023 56 F I ISR A AT WAk & %
KA R AIER Y ) by provincial department in 2023, comprehensively self-inspection
VOCs inspections were carried out, a list of issues was compiled and active rectifications
were made. In March 2023, the current round of clean production audit work was kicked
off, and the final meeting was held on 4 January 2024, completing the clean production
audit.

Shanghai Livzon

The company passed the environmental assessment review of the Leuprorelin Acetate
Microspheres for Injection Industrialization Project (€3 57 FH Tt % 25 75 B AR sk = b
fLTTH Y ) on 11 October 2010, obtained the approval for the Environmental Impact
Report on Supporting Engineering and Laboratory Projects of Shanghai Livzon
Pharmaceutical Manufacturing Co., Ltd. ( {_FIG Bk 24575 BR A = fl & TRE b 5286
FE I H A B MIHR2 )) on 10 January 2020, and completed the construction and passed
the acceptance inspection in September 2020. The renovation of powder injection
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workshop 2 had completed in 2022, with the Environmental Impact Statement of
Construction Project ( (& ¥ i H 5 s2mifk 558D ) filed in October 2022 and the
Approval Opinion of Shanghai Pudong New Area Ecological Environment Bureau on
the Environmental Impact Statement of the Reconstruction and Expansion Project of
Shanghai Livzon Pharmaceutical Manufacturing Co., Ltd. ( € b5 iy 43 35 X AE A
BRI O T L MR A 254 PR A W) ey g IH H S A i e R AR L) )
obtained in March 2023. The company strictly implements the “Three Simultaneous”
system and takes environmental protection measures required for environmental
assessment, with the environmental protection facilities under normal operation. The
new Pollutant Discharge License was obtained on 30 May 2023 with a validity period
until 29 May 2028.

Livzon MAB

The Environmental Impact Assessment Report on the VVO1 Industrialization Project of
Livzon Group Livzon Pharmaceutical Factory ( ¢3¢ F IR RN ERHIZ5) VO1 P2k
A0 H PR 0 TR 4R 45 45 ) ) was approved in April 2021; the Environmental Impact
Report Form for the Expansion Preparation Line 3 of the Large-scale Production
Capacity Building Project of Recombinant SARS-CoV-2 Fusion Protein Vaccine (&4
B EOR R S R JE ) was approved in March 2022. The company updated the
pollutant discharge permit in September 2023. The company strictly enforced the “Three
Simultaneous” system to implement the environmental protection measures as required
by environmental assessment.

Livzon Diagnostics

Livzon Diagnostics prepared the Environmental Impact Report on Engineering and
Production Projects of the New Plant ( {7/ LF2 &A=t B Mk & 1) ) in
2017, which was approved by Zhuhai Environmental Protection Bureau on 6 February
2018. The environmental protection acceptance inspection was completed in June 2018.
In 2020, according to the “Catalogue of Classified Management of Discharge Permit for
Stationary Pollution Sources™ ( { [&] 7€ 75 LU HET VF Al 732K E #1443 ) ) (2019 version)
and the Measures for Pollutant Discharge Permitting Administration (Trial
Implementation) ( {HE5 AT # % GRAT) ) ), the pollutant discharge license was
canceled and the pollutant discharge registration and filling were carried out. In 2023,
the Environmental Impact Report Form for Expansion Construction Project ( (3™ &#
T H SRR iRk 25 ) ) was prepared in 2023 and approved by Zhuhai Ecological
Environment Bureau in May 2023. Environmental acceptance was completed in
December 2023. Clean production certification was completed in 2023.

4. Environmental emergency contingency plan
\ Applicable o N/A

Name of company
or subsidiary

Environmental emergency contingency plan

Jiaozuo Joincare

Revision of the environmental emergency contingency plan of Jiaozuo Joincare was completed
in May 2022 and was filed with the Macun Branch of Ecology and Environment Bureau of
Jiaozuo City on 19 May 2022.

Taitai
Pharmaceutical

The environmental emergency contingency plan of Taitai Pharmaceutical completed review
and filing in July 2023.

Haibin Pharma

The Environmental Emergency Contingency Plan was revised and filed (File No. 440308-
2024-0005-M) in 2023. Trainings and drills on emergency responses were provided for
employees to improve the capability of the Company for dealing with environmental
emergencies. In 2023, a total of five emergency drills for environmental emergencies were
held.

Xinxiang Haibin

The Environmental Emergency Contingency Plan of Xinxiang Haibin Pharmaceutical Co.,
Ltd. was filed with the Ecology and Environment Bureau on 23 August 2022 (File No. 410771-
2022-006-M).

Fuzhou Fuxing

Pursuant to relevant provisions and requirements, the Environmental Emergency Contingency
Plan of Livzon Group Fuzhou Fuxing Pharmaceutical Co., Ltd. ( { INEREE I8 MHAR M B2 24
HIRAFRRIAETEHAN ZTMZE) ) was prepared based on the principles of “Focus on
Prevention, Aim at Self-rescue, Centralized Command and Division of Responsibility (Fifj
RNE. BRONE. G481, L7350 ”, for which filing application was accepted on 15
April 2022 (File No.: 350181-2022-024-M).

After environmental emergency incidents occur, immediate, quick, effective and orderly
emergency rescue actions will be taken to control and prevent accidents and the spread of
contamination, protect the surrounding environment effectively and ensure the personal life
and property safety of all employees, the company and the nearby communities. In accordance
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with the contents and requirements of such plan, the company provides trainings and drills for
its employees to get them well-prepared for environmental emergency incidents, so that rescue
actions could be taken in a timely manner and incidents could be controlled effectively in a
short period of time in case of any environmental emergency incidents. In June 2023, a
comprehensive emergency fire drill for leakage accident in workshop 1 of the second phase
was conducted.

Livzon Xinbeijiang

Based on the principles of “Focusing on Prevention, On-alert all the time; Management by
Classification, Response by Tiers; Cooperation among Departments, Responsibility by Levels;
Scientific Prevention and Efficient Disposal”, Livzon Xinbeijiang entered into the issued
Environmental Emergency Contingency Plan of Livzon Group Xinbeijiang Pharmaceutical
Manufacturinginc. ( €HEEREE BRI H1 2 B 3 A BR A 7 RIS FAF R 2 THZED ) (File
No.: 441802-2021-0162-H) again on 30 September 2021, which was verified and filed by the
Qingyuan Municipal Ecology and Environment Bureau on 22 October 2021. Livzon
Xinbeijiang regularly carries out environmental factors and sources of hazards identification
training for safety and environmental management personnel of each department every year,
and regularly conducts drills on various emergency contingency plan. A company-level
environmental emergency contingency drill was conducted in June 2023, which improved the
operability thereof, enhanced the performance level of the emergency rescue staff,
responsiveness of the rescue team as well as coordination and collaboration of different tasks.

Livzon Hecheng

Pursuant to relevant provisions and requirements, the Environmental Emergency Contingency
Plan of Zhuhai FTZ Livzon Hecheng Pharmaceutical Manufacturing Co., Ltd. ( (Zkig{#88
X W Bk A 2578 R 2 7 98 R IR B S S T %E ) ) was prepared based on the principles
of “Focus on Prevention, Aim at Self-rescue, Centralized Command, and Division of
Responsibility (TifivE. ARAFE. F—F#. 2 155 ~, which has been approved
for filing and formally announced with file reference number 440462-2019-001-M. Trainings
on emergency events and disposal measures were held regularly for employees to enable
implementation of safety measures in a timely, fast, effective and orderly manner to control
and prevent the worsening of condition and pollution when encountering any occurrence of
environmental emergency cases, so as to alleviate or eliminate the consequences effectively
and resume orderly production as soon as possible.

Gutian Fuxing

Pursuant to relevant provisions and requirements, the Environmental Emergency Contingency
Plan of Gutian Fuxing Pharmaceutical Co., Ltd. ( {7 AR EEZ5 4 PR A 7 28 R IF B A B
STZEY ) (File No.: 352200-2017-005-L) was prepared based on the principles of “Focus on
Prevention, aim at Self-rescue, Centralized Command and Division of Responsibility (il
NE. BRONE. &—FRIE. 4 LHAF) 7, which was approved in May 2017. The second
amendment of the contingency plan was made in June 2020, which passed expert review and
completed filing (File No.:350922-2020-002-M). The third amendment of the contingency
plan was made in June 2023, which passed expert review and completed filing (File No.:
350922-2023-012-M).

According to the plan, the company would conduct an emergency drill for sudden hydrochloric
acid leakage on 9 August 2023, and after environmental emergency incidents occur,
immediate, quick, effective and orderly emergency rescue actions can be taken to control and
prevent accidents and the spread of contamination, protect the surrounding environment
effectively and ensure the personal life and property safety of all employees, the company and
the nearby communities. In accordance with the contents and requirements of the plan, the
company provides trainings for its employees. The company is well-prepared for
environmental emergency incidents, so that rescue actions could be taken in a timely manner
and incidents could be controlled effectively in a short period of time in case of any
environmental emergency incidents.

Livzon Limin

The principles of occupational health and safety and the environment administrative system
were followed, including occupational protection to ensure health, risk control to ensure safety,
prevention and control of pollution to protect the environment, and compliance with discipline
and law for continuous improvement. Identification of environmental factors was performed
seriously and preventive measures were adopted for significant environmental factors, while
the governance of the “Three Wastes” was strengthened to enhance the ability of control over
the “Three Wastes” and ensure that the discharge of the “Three Wastes” had reached the
discharge standards. The Environmental Emergency Contingency Plan of Livzon Group Limin
Pharmaceutical Manufacturing Factory ( { FEEREEHFIREHIZ ] REAREFA4N 2 TER) )
(File No.: 440203-2021-009-L) was prepared in accordance with the criteria of the
environmental management system and the occupational health and safety administrative
system. The plan was issued in May 2021. According to the requirements of the contingency
plan, an environmental accident emergency drill was conducted on 24 September 2021, and a
specific drill summary was made. Identification of environmental factors and sources of
hazards and drills for emergency were conducted internally in the company on a regular basis
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to improve the operability of the contingency plan, enhance the performance level of the
emergency rescue staff, responsiveness of the rescue team as well as coordination and
collaboration of different tasks.

Livzon
Pharmaceutical
Factory

Pursuant to relevant provisions, the Environmental Emergency Contingency Plan of Livzon
Group Livzon Pharmaceutical Factory ( ¢ WNEREE FINNERHI28 ) REMEEMHN SR )
was updated by Pharmaceutical Factory in 2021, and has been approved for filing approval
and announced, with the filing number 440404-2021-0212-L. The Pharmaceutical Factory
conducted a special emergency response drill for hazardous waste leakage on 16 June 2023,
to train the emergency response team and enhance the emergency response and execution
abilities of the participants, further clarify the responsibilities and tasks of relevant personnel,
improve the emergency linkage mechanism, improve the awareness of risk prevention and the
ability of self-rescue and mutual rescue. On 30 October 2023, an on-site emergency drill for
alcohol leakage and fire accidents was conducted. Through the drill, the emergency response
capabilities of the participants were enhanced, the responsibilities and tasks of the relevant
personnel were clarified, and the risk prevention awareness and self-rescue and mutual rescue
response capabilities were improved.

Ningxia
Pharmaceutical

The “Environmental Emergency Contingency Plan of Livzon Group (Ningxia) Pharmaceutical
Manufacturing Co., Ltd.” ( {Fi¥k&EHR] (TE) HIZHR AT REAEHMEF SR )
was verified, filed and issued in May 2019 (FileNo.: 640221-2019-005-I1). Identification of
environmental factors and sources of hazards and drills for emergency were conducted
internally in the company on a regular basis to improve the operability of the contingency plan,
enhance the performance level of the emergency rescue staff, and enhance the responsiveness
and coordination of the rescue team in terms of integrated coordination and collaboration
capabilities. The Environmental Emergency Contingency Plan was amended in May 2021, and
passed expert review and was reviewed by and filed with government environmental
department in August 2021 (File No.: 640221-2021-054-H).

Jiaozuo Hecheng

The Environmental Emergency Contingency Plan of Jiaozuo Livzon Hecheng Pharmaceutical
Manufacturing Co., Ltd. ( {FEAETIERG AT 20 A IR A R R AT RN 2TE) ) was
prepared in accordance with the relevant provisions and requirements and based on the
principles of “Focusing on Prevention, On-alert all the time; Management by Classification,
Response by Tiers, Cooperation among Departments, Responsibility by Levels; Scientific
Prevention and Efficient Disposal”. The contingency plan was approved for announcement
and filing in April 2021 (File No.: 4108042018005L). The Hazardous Waste Environmental
Pollution Emergency Contingency Plan of Jiaozuo Livzon Hecheng Pharmaceutical
Manufacturing Co., Ltd. ( (EEAENTER & Rl 256 B 5 fG K R 55 e S iR S it
%) ) was compiled and was approved for filing in January 2018. Identification of
environmental factors and sources of hazards and drills for emergency were conducted
internally in the company on a regular basis to improve the operability of the contingency plan,
enhance the performance level of the emergency rescue staff, and enhance the responsiveness
and coordination of the rescue team in terms of integrated coordination and collaboration
capabilities. In 2023, the company newly formulated the Environmental Protection
Assessment System ( (I {RFEHZFIEE) ), Jiaozuo Livzon EHS Environmental Protection
Assessment System ( (FE/ENNER EHS FR-%#Z 1) ) and Jiaozuo Livzon Potential Safety
Hazard Screening Responsibility System (£ {/F I RkF& BHEE STAT 61 ) ).

Shanghai Livzon

In March 2022, the Environmental Emergency Contingency Plan of Shanghai Livzon
Pharmaceutical Manufacturing Co., Ltd. ( _F¥RRERH] 24575 FRA 71 98 K R85 S 44 B 2 T
%) ) (File No.: 02-310115-2022-108-L) was filed by the company. The company conducts
drills and reviews of the plan every year to improve its emergency response capabilities
through regular training on the plan. On 22 May 2023, Shanghai Livzon completed the filing
and registration of the General Emergency Response Plan for Work Safety Incidents ( {4~
GERWEE RN ATE) ) (File No. :3101150000002023052200058), in order to improve
the emergency response capabilities for production safety accidents through training on the
emergency response plan.

Livzon MAB

Pursuant to relevant provisions, the Environmental Emergency Contingency Plan of Livzon
MAB ( (INEK SIS R IR 4R 2 T2 ) ) was prepared by Livzon MAB in 2022. In April
2023, the company conducted an emergency drill for hazardous waste leakage in the hazardous
goods warehouse to enhance emergency response capabilities of staff, so as to alleviate or
eliminate the impact of the consequences.

Livzon Diagnostics

In accordance with relevant regulations, Livzon Diagnostics carried out a risk assessment of
environmental emergencies and emergency resources survey in 2021, and prepared the
Environmental Emergency Contingency Plan of Zhuhai Livzon Diagnostics Inc. ( {ER#ERHER
RFNBA B BR AT RAERELHA RS TZED ) which was approved for filing and

announced. Regular training on emergency response and disposal measures was provided to
employees to equip them skills of executing safety measures timely, rapidly, effectively and
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orderly in environmental emergencies, in order to control and prevent the spread of risk and
pollution, reduce or eliminate the impact of the consequences, and resume the
production as soon as possible.

5. Environmental self-monitoring program

\ Applicable ON/A

Name of company or
subsidiary

Environmental self-monitoring program

Jiaozuo Joincare

As required by the self-monitoring program for pollutant discharge licenses, Jiaozuo Joincare
developed the 2023 self-monitoring program for wastewater and waste gas at the beginning of
the year, and carried out self-monitoring according to the program. Up to the end of the year,
Jiaozuo Joincare has completed the self-monitoring for wastewater and waste gas for the year.
The company is a key enterprise in terms of soil monitoring, and has completed the annual soil
self-monitoring work in August 2023. All control factors are in line with the industrial land
control requirements.

Taitai Pharmaceutical

Wastewater was monitored once a quarter; boiler exhaust gas and plant boundary noise were
monitored once a year; exhaust gases generated from technical process was monitored once
half a year; online monitoring facilities of wastewater and boiler exhaust gas were additionally
installed and functioning well.

Haibin Pharma

A third party is entrusted to conduct regular monitoring strictly in compliance with the relevant
national laws and regulations and local requirements and ensure the accuracy, validity and
authenticity of the monitoring data. Online wastewater monitoring equipment was installed
and connected to environmental monitoring stations at municipal and district levels in
accordance with environmental monitoring technical standards. Data was promptly uploaded
on the national monitoring platform.

Xinxiang Haibin

A self-monitoring program was prepared, the annual self-monitoring of exhaust gas,
wastewater and soil has been completed throughout the year in accordance with the pollutant
discharge license.

Fuzhou Fuxing

According to the relevant requirements of the Measures for Self-Monitoring and Information
Disclosure by Enterprises subject to Intensive Monitoring and Control of the State (Trial
Implementation) ( € 5 5 s i Ak B AT B B A5 B A FF 9892 GAATD ) ) and the Self-
monitoring Technology Guidelines for Pollution Sources—Pharmaceutical Industry
Fermentation Products Category ( HES 507 AT M A48 7 A 828125 Tk ) (HI
882-2017), the company has completed the establishment of the self-monitoring program
based on its own situation in a timely manner and made the program available to the public
after being examined by and filed with Fuging Environment Protection Bureau and Fuzhou
Environment Protection Bureau. The analysis methods of the monitoring program comply with
the national environmental monitoring technical standards and methods; the monitoring and
analysis instruments have been examined and calibrated in strict compliance with the relevant
national requirements; the automated monitoring equipment has been installed in accordance
with the requirement of environmental assessment technical standards, which are connected to
relevant environmental protection authorities and have passed the inspection and acceptance
of the relevant environmental protection authorities. The automated monitoring equipment has
been functioning properly and the monitoring information is accurate, valid and authentic. In
May and October 2023, the works on leakage detection and repair (LDAR) of volatile organic
compounds (VOCs) for the first and second half of the year were completed respectively.
Information publicity website: http://wryfh.fjemc.org.cn.

Livzon Xinbeijiang

According to the relevant requirements of the Measures for Self-Monitoring and Information
Disclosure by Enterprises subject to Intensive Monitoring and Control of the State (Trial
Implementation) ( € [E % 2 s M4 0k B AT I A5 B AFF I GRAT)D ) ), the company
has completed the establishment of the self-monitoring program based on its own situation in
a timely manner and made the program available to the public after being examined by and
filed with Qingyuan Environment Protection Bureau. The analysis methods of the monitoring
program comply with the national environmental monitoring technical standards and methods;
the monitoring and analysis instruments have been examined and calibrated in strict
compliance with the relevant national requirements. The automated monitoring equipment

for wastewater (COD, ammonia nitrogen, pH, flow) and waste gas (non-methane
hydrocarbons) has been installed in accordance with the requirement of national regulations
and environmental assessment technical standards, and the connection between online
information and national development platform and Qingyuan municipal platform has been

completed. Online monitoring equipment for wastewater and waste gas has passed the
inspection and acceptance. The automated monitoring equipment has been functioning
properly and the monitoring information is accurate, valid and authentic. In accordance with
the requirements of the specification, a qualified third party is hired to conduct LDAR every
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six months for workshops that use VOCs emission. Xinbeijiang Pharma entrusts a qualified
professional third-party testing company to test the wastewater, waste gas and noise in the
plant area every year in accordance with the project and frequency requirements of the self-
monitoring program, and the test results in 2023 are up to standard.

Livzon Hecheng

Through self-monitoring, the requirements under the Technical Specification for Application
and Issuance of Pollutant Permit Pharmacy Industry—Active Pharmaceutical Ingredient
Manufacturing ( (HE5 VFATHIE HE 52 ACHORITE f 25 Tl — JFURH245ii&) ) (HI858.1-
2017) were strictly implemented, and the monitoring and analysis instruments were

examined and calibrated in strict compliance with relevant provisions. The automated
monitoring equipment was installed in accordance with the requirements of environmental
assessment technical standards, while online monitoring equipment for non-methane
hydrocarbons, COD, ammonia nitrogen and pH level were installed and connected with the
national development platform as required. In 2022, a third party was entrusted to conduct
LDAR inspection, discharge outlet inspection, factory boundary noise monitoring and soil
inspection on a regular basis, and the inspection results were all up to the standard.

Gutian Fuxing

According to the relevant requirements of the Measures for Self-Monitoring and Information
Disclosure by Enterprises subject to Intensive Monitoring and Control of the State (Trial
Implementation) ( €[5 5 & s W53 4k B AT I RS B AT I GRAT) ) ), the company
has completed the establishment of the self-monitoring program based on its own situation in
a timely manner and made the program available to the public after being examined by and
filed with Ningde Ecology and Environment Bureau and Ningde Gutian Ecology and
Environment Bureau. The analysis methods of the monitoring program comply with the
national environmental monitoring technical standards and methods; the monitoring and
analysis instruments have been examined and calibrated in strict compliance with the relevant
national requirements; the automated monitoring equipment has been installed in accordance
with the requirements of environmental assessment technical standards, connected to the
network of competent environmental protection authorities and passed the acceptance
inspection conducted by the competent environmental protection authorities. The automated
monitoring equipment was sound, and the monitoring information was accurate, valid and
authentic. In May and October 2023, a qualified third party was engaged on two occasions to
complete the leakage detection and repair (LDAR) work of volatile organic compounds and
relevant reports were obtained. Soil and groundwater self-monitoring was completed in
November 2023. The monitoring results was recorded in the Qinging service platform (i
k455 . Information publicity website: http://wryfb.fiemc.org.cn

Livzon Limin

An entity with national qualification on inspection was engaged to conduct monitoring strictly
in compliance with the relevant national laws and regulations and standards. By considering
its own specific conditions, the company appointed the inspection party to carry out water
pollutant detection monitoring every quarter, boiler waste gas monitoring every month and
R&D Center VOCs waste gas monitoring every six months, each time the monitoring would
be conducted strictly in compliance with the relevant national requirements to ensure the
accuracy, validity and authenticity of the monitoring data. The online monitoring equipment
for COD and ammonia nitrogen in water passed the acceptance inspection and the equipment
was put into operation in January 2021, and it will perform monitoring every 2 hours. Data
should be completed and filed to the Pollutant Source Sharing Data Platform of the Shaoguan
Municipal Ecology and Environment Bureau on a timely basis, and the relevant data would be
announced to the public after being reviewed by the Shaoguan Municipal Ecology and
Environment Bureau.

Livzon Pharmaceutical
Factory

Inspection party with national qualification on inspection was engaged to conduct monitoring
strictly in compliance with the relevant national laws and regulations and standards. By
considering its own specific conditions, the company appointed the inspection party to carry
out monitoring on wastewater and waste gas every month, each time the monitoring would be
conducted strictly in compliance with the relevant national requirements to ensure the
accuracy, validity and authenticity of the monitoring data. The installation and commissioning
of the online sewage monitoring equipment was completed and it was put into use at the
beginning of 2021. All test indicators were normal in 2023.

Ningxia Pharmaceutical

The company formulated the self-monitoring program for 2022, which was reviewed by and
filed with Shizuishan Municipal Ecology and Environment Bureau. Monthly and quarterly
monitoring was carried out strictly in accordance with the requirements of the program, which
focused primarily on organized air emissions, air emissions from boilers, wastewater,
underground water, soil, diffusive environmental air, noise and recycled water TOC at plant
boundary. The monitoring results would be announced to the public through the System of
National Pollution Sources Monitoring Information Management and Sharing ( {4 75 4R
I BHE S 532 24%) ) and the System of Self-monitoring Information Open Platform
for Enterprises in Shizuishan ( <M L 7 Mk B AT BME B AT & RED ). From
September 2023, in accordance with the requirements of the Environmental Protection Bureau,
the monthly detection of heavy metal pollution factors in the exhaust gas of hazardous waste
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from boiler incineration has been increased. The leakage detection and repair (LDAR) work
of volatile organic compounds was carried out. The automated monitoring equipment was
passed the inspection and acceptance conducted by the competent environmental protection
authority and connected to the network of the competent environmental protection authority.
The automated monitoring equipment was sound, and the monitoring data was accurate, valid
and authentic.

Jiaozuo Hecheng

According to the relevant requirements of the Measures for Self-Monitoring and Information
Disclosure by Enterprises subject to Intensive Monitoring and Control of the State (Trial
Implementation) ( € [E 5 & s W53 4k B AT I RS B A9 GRAT) ) ), the company
implemented and completed the self-monitoring program based on its own situation in a timely
manner and made the program available to the public after being examined by and filed with
relevant competent environmental protection authorities. The analysis methods of the
monitoring program comply with the national environmental monitoring technical standards
and methods. The monitoring and analysis instruments have been examined and calibrated in
strict compliance with the relevant national requirements. The leakage detection and repair
(LDAR) of volatile organic compounds was completed in November 2023. At the request of
Livzon Group, the leakage detection of natural gas pipelines was also carried out, and a test
report was issued. The inspection of equipment and facilities such as solvent pipes and flanges
in the workshop was conducted and maintenance and rectification were carried out on the
places where there was leakage. According to the requirements of environmental testing
technical specifications, the company has installed online automatic sewage monitoring
equipment, and also installed online monitoring equipment for COD, ammonia nitrogen, pH
value, flow rate and total nitrogen, which were connected to the Guofa platform ([ %&F&)
as required. The company has installed non-methane hydrocarbon online monitoring
equipment for waste gas. The company carried out regular monitoring in strict compliance
with the requirements of the established self-testing scheme every year, which focused
primarily on organized emissions of waste gas, wastewater, diffusive environmental air and
noise at plant boundary.

Shanghai Livzon

In accordance with the relevant requirements of the Self-Monitoring Technology Guidelines
for Pollution Sources— General Rule ( {5567 B 47 WM H R FE R &0 ) (H 819-2017)
and the pollutant discharge license, the company organized self-monitoring and information
disclosure of the pollutants it has discharged, and formulated the self-monitoring program. In
2022, the company monitors main air emission outlets once a month, common discharge
outlets once half a year, noise once every quarter and wastewater once a month. The
monitoring items and frequency shall meet the requirements of the pollutant discharge license.
The other three enterprises in the park and the third-party sewage treatment company in the
park enter into an agreement to install an online monitoring comparator at the main discharge
outlet for effective monitoring of sewage discharge.

Livzon MAB

The company entrusted an agency with national testing qualifications to carry out monitoring
in strict compliance with relevant national laws, regulations and standards. By considering its
own specific conditions, the company entrusted the inspection party to carry out monitoring
on wastewater and waste gas on a regular basis in accordance with the requirements of the
implementation plan of the pollutant discharge permit, and each time the monitoring was
conducted strictly in compliance with the relevant national requirements to ensure the
accuracy, validity and authenticity of the monitoring data.

Livzon Diagnostics

Wastewater: An agency with national testing qualifications was entrusted to carry out
monitoring in strict compliance with relevant national laws, regulations and standards. The
testing agency conducts quarterly inspections on water quality indicators such as chemical
oxygen demand, ammonia nitrogen and suspended solids in strict accordance with the relevant
national regulations to ensure the data collected from daily monitoring is accurate, valid, true,
and meets the emission standards. Waste gas and noise: An inspection of noise and waste gas
at the plant boundary is undertaken annually to ensure the monitoring data is accurate, valid,
true, and meets the emission standards.

6. Administrative penalties imposed for environmental issues during the Reporting Period

o Applicable V N/A

7. Other environmental information to be disclosed

\ Applicable oN/A

In January 2023, Jiaozuo Joincare disclosed its relevant environmental information in 2023
according to the requirements of the Measures for the Administration of the Law-based Disclosure

of Environmental Information by Enterprises ( @MV IR AR 5 & B MK ).
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The relevant environmental information was disclosed on the National Pollutant Discharge Permit
Management Information Platform the National Pollution Source Monitoring Data Management
and Sharing Platform. The annual environmental information disclosure report was prepared on the
Green Development Service Platform of the Department of Ecology and Environment of
Guangdong Province.

(I1) Statement on environmental protection measures of companies except for key pollutant
discharge units

\ Applicable ON/A

The rest subsidiaries of the Company strictly implemented and obeyed the Environmental Protection
Law of the People’s Republic of China, Cleaner Production Law of the People’s Republic of China
and other environmental protection and safe production laws and regulations. They constantly
increased investment in environmental protection, continuously invested in energy conservation and
consumption reduction projects, actively promoted cleaner production, improved comprehensive
utilization efficiency of resources, and reduced and avoided pollutants so as to ensure mental and
physical health of employees and the coordinated and sustainable development of economic,
environmental and social benefits.

1. Administrative penalties imposed for environmental issues
o Applicable V N/A

2. Refer to other environmental information disclosed by key pollutant discharge units
o Applicable V N/A

3. Reason for non-disclosure of other relavant environmental information
o Applicable V N/A

(111) Relevant information contributing to ecological protection, pollution prevention and
control, and fulfillment of environmental responsibilities

\ Applicable oN/A

Name of company Relevant information contributing to ecological protection, pollution prevention and
or subsidiary control, and fulfillment of environmental responsibilities

LDAR leak detection and repair for the year 2023 was completed.

Self-monitoring of soil and groundwater, as well as detection and treatment of hidden hazards
for the year 2023 were completed.

Carbon emission verification for the year 2022 was completed.

Jiaozuo Joincare

The establishment of environmental safety standardization and the standardized management of
hazardous waste were carried out as required by the Municipal Department of Ecology and
Environment.

Taitai
Pharmaceutical

The company carried out LDAR detection twice, to timely repair leakage points and reduce

Haibin Pharma unorganized emission of VOCs.

The company carried out LDAR leak detection, submit environmental protection commitment
Xinxiang Haibin to the competent authority and purchased environmental pollution liability insurance for the
company.

1. The company conducted regular environmental monitoring and disclosed the monitoring
results in a timely manner; 2. The company has formulated an environmental protection plan to
define pollutant emission standards and related environmental protection measures, as well as
an environmental emergency plan to respond to potential environmental accidents; 3. The
company implemented cleaner production; 4. The company strengthened the environmental
education for employees to increase their attention to environmental protection.

Joincare Haibin
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Fuzhou Fuxing

Two rounds of LDAR detection and repair were completed to reduce unorganized emission of
VOCs; construction of phase Il (Paromomycin, Telavancin, Pentostatin, Teicoplanin and
Kanamycin Monosulfate), phase Il (Pasiniazid and Polymyxin B), stage Il (Emodepside,
Dalbavancin and Moxidectin) and stage Il (Afoxolaner, Fluralaner, Cyclosporine and
Selamectin) were completed and the acceptance inspection on environmental protection was
passed in 2023. The environmental credit evaluation was completed, and the company was rated
as an environmentally credible enterprise. The monthly and quarterly self-monitoring on waste
water, waste gas and noise was completed as required. The detection results met the emission
standards. The self-monitoring of soil and groundwater was completed. The annual maintenance
on the equipment for RTO exhaust was completed to ensure its safe operation and the emission
of exhaust gas within the emission standards. Qualified companies were engaged for the
compliant disposal of hazardous waste to reduce the risk of environmental pollution.

Livzon Xinbeijiang

1. Two rounds of LDAR leak detection and repair were completed as required to reduce
unorganized emission of VOCs;

2. A series of noise control and improvement measures, such as installing soundproof glass in
the louvers on 3/F of Workshop Il of Fermentation to block the fermentation and stirring noises
and using sound-absorbing cotton panels to surround the MVR to block the noise from the
operation of the MVR; other equipment with loud noises in the factory has been surrounded by
sound-absorbing cotton panels to reduce noise.

3. The company sorted out the pretreatment pipelines of the sewage station and reinstalled the
pipelines to avoid wastewater leakage;

4. Each of the second refinery division and the second fermentation division added a waste gas
treatment spray tower to enhance the treatment of exhaust gas and reduce the emission of exhaust
gas pollutants.

5. The self-monitoring plan for the year was completed and the results of waste water, exhaust
gas and noise met the emission standards.

6. A qualified third party is entrusted to dispose of the waste in compliance with laws and
regulations, with the compliant disposal rate of 100%.

Livzon Hecheng

Four rounds of LDAR detection and repair were completed in 2023 to reduce unorganized
emission of VOCs; The installation and commissioning of the new equipment for RTO exhaust
was completed, and the equipment has put into use, so that one of the new and existing
equipment for RTO exhaust will be under use while the other will stand by to ensure its safe
operation and the emission of exhaust gas within the emission standards; replacement and
upgrading of treatment facilities for exhaust gases generated from technical processes of the
refining workshop and 103 workshop were completed; waste water treatment systems were
under stable operation and the discharge was within the emission standards; qualified units were
entrusted to treat hazardous waste with a compliant treatment rate of 100%. The self-monitoring
program was completed and environmental responsibilities were fulfilled as required. In 2023,
the company was rated as a green factory by the Ministry of Industry and Information
Technology.

Gutian Fuxing

Volatile organic matter leak detection and repair (LDAR) for 2023 was completed and a report
was obtained; cover and sealing were added to pools with high concentration and primary
sedimentation pools for sewage treatment and waste gas was collected and treated so as to avoid
odor emit; HV frame was replaced in the sewage treatment workshop; water content of sludge
was reduced; total volume of sludge was reduced; sludge generated was entrusted to qualified
units for treatment; the collection, recovery, treatment of VOCs were completed and online
monitoring facilities was installed and put into operation to reduce the random emission of
VOCs; and the entrusted testing of waste water, waste gas, soil and groundwater for 2023 was
completed, with the results showing they all met standards. The construction of the 12-tonne
biomass boiler and the upgrading and reconstruction of boiler tail gas treatment facilities were
completed. The efficient exhaust gas treatment facilities with “SNCR denitration + cyclone dust
removal + dry desulfurization + cloth bag dust removal + wet desulfurization” were adopted.
Hazardous waste was entrusted to qualified companies for compliant treatment to reduce the risk
of environmental pollution.

Livzon Limin

1. Pollutants were discharged according to the standards in the pollution discharge license and
the annual self-monitoring of pollution discharge plan was formulated; a third-party
environmental detection company was entrusted to conduct regular environmental test on the
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factory. Test results showed that there was no excessive discharge for the period of January to
December 2023;

2. The measures on energy conservation and emission reduction were formulated according to
ESG objectives in 2023;

3. Facilities and equipment at waste water treatment stations were regularly maintained;

4. Post-treated waste water was used for watering flowers, trees and grass in the factory in three
lines. The recycling of waste water in 2023 was 2,392 tons;

5. Soil testing and underground water testing were carried out on hazardous waste warehouses
and the test results were in line with the standards;

6. ldentification and updating of environmental factors were carried out in the whole factory. A
total of 4,304 environmental factors were identified, including 3,442 general environmental
factors and 862 key environmental factors;

7. Argumentation on the comprehensive use of waste alcohol was carried out and it will be
recycled and reused in waste water treatment stations to improve the treatment effect of waste
water. The fees on supplementing carbon resources at waste water treatment stations were
approximately RMBO0.1482 million each year and the fees on the treatment of waste alcohol at
TCM workshops I, 11 and 111 were approximately RMB35.91 thousand. The savings in relevant
expenses were approximately RMB0.18411 million for the whole year.

Livzon
Pharmaceutical
Factory

Livzon Pharmaceutical Factory effectively collected and treated the “Three Wastes”. For
wastewater: an investment of over RMB10 million was made for phase | and phase Il sewage
treatment station with a designed processing capacity of 1,000t/d, which adopted the CASS
process for phase | and the A/O process for phase Il, and the indicators of treated sewage were
about 50% of standard limit, which was discharged through the municipal pipeline network into
sewage treatment plants. For waste gas: currently, the company uses purchased steam and takes
the boilers as backups, greatly reducing the emission of exhaust gas (sulfur dioxide and nitrogen
oxides). The exhaust gas from the wastewater station is treated by a biological deodorization
tower, which is a combined odor treatment equipment and consists of three areas, namely
biochemical area, physical and chemical area and adsorption area. Biological deodorization in
the biochemical area mainly uses microorganisms to remove odor, where odorous substances
are transformed through the physiological metabolism of microorganisms. As such, the target
pollutants can be effectively decomposed and removed to achieve the control of exhaust gas.

Ningxia
Pharmaceutical

I. Optimization and improvement of equipment and facilities: The company suspended the use
of the waste water treatment system of the former Xinbeijiang to reduce sources of odor gas;
conducted comprehensive washing and maintenance of the spraying towers of the current 9 sets
(30) exhaust gas treatment facilities; replaced DN300 drainage pipes with a length of nearly
1,000 meters; resealed the water-sealing groove of the cover plate of the sedimentation tank,
replaced the original fan with air collection volume of 3000m%h with a fan with air collection
volume of 10000m#h, and changed the DN8O0 collection pipes with DN200 ones; and added a
new set of waste gas collection facility in the mud press room, which include a 100-meter DN600
collection pipe, a fan with air collection volume of 35,000m#h and other supporting facilities.
Il. Compliance procedures: The company obtained the recognition as a green factory from
Ningxia Hui Autonomous Region; obtained the rating as a “green card” enterprise in the
appraisal on the environment and credit and enterprises in Ningxia Hui Autonomous Region for
2023; obtained the honor of an outstanding enterprise in pollutants treatment in Pingluo county
in 2022; entrusted a third party to conduct repair, maintenance and operation of online
monitoring equipment on VOCs in the exhaust gas from the RTO; completed LDAR detection
and repair as required; and completed the standardized system reports relating to self-inspection,
environmental statistics, pollution discharge permits, and new sources of chemical substance
pollution. The company has completed: the environmental compliance procedures related to
phenylalanine mother liquor and lovastatin concentrated waste liquid as raw materials of organic
fertilizers; the hazardous waste identification of sludge and lovastatin bacteria residue; the
environmental acceptance upon completion for the phenylalanine production capacity expansion
project; and the project establishment and environmental impact assessment procedures for
tryptophan and isoleucine project.

Jiaozuo Hecheng

The “Three Wastes” were collected and treated effectively in strict compliance with the “Three
Simultaneous” system. The designed sewage treatment capacity was 3,000t/d, the treatment
process of “hydrolytic acidification tank + UASB + aerobic pool + materialized treatment” was
adopted, the treated wastewater would be discharged through the municipal pipeline network
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into the sewage treatment plant of Xiuwu Branch of Kangda Water Co., Ltd. (FEiA/K&SA R
"B A F]). The sewage treatment facilities were under normal operation with compliant
discharge. In 2023, an operation and maintenance contract in relation to online continuous
monitoring system for water quality was signed with Jiaozuo Lansheng Environmental
Technology Service Co., Ltd. (F1E T I RE AR S AR A A). Exhaust gas: dichloro
film equipment was added in the recycling stage in 2023 and exhaust gas was emitted after
treatment and meeting the standards; two techniques, namely “spraying + activated carbon +
spraying + RTO incinerator equipment” and “-20°C condensation + dichloro films + spraying +
activated carbon + spraying + RTO incinerator equipment”, were adopted to conduct collection
and treatment of exhaust gas from processes in production areas and achieve emission under
standards. Solid waste and hazardous waste would be stored in the hazardous waste station
constructed in compliance with the requirements of “Three Protections” (Lintection against
leaks, erosion and rain) according to the requirements under the (Pilot) Guidelines for
Standardized Management of Hazardous Waste in Henan Province ( (I F545 & & R Y8 a1k
B T AEFE R (R 4T))) for hazardous waste. In 2023, the company entered into hazardous waste
disposal agreements with qualified companies including Anyang Zhongdan Environmental
Protection Technology Co., Ltd. (B PR B A R A ), Luoyang Dezheng Waste
Resources Recycling Co., Ltd. (¥ FH 7 1E B 5% 9% U5 B F A R A =) and Qinyang Jinyu
Jidong Environmental Protection Technology Co., Ltd. (30 A4 B3 A R R A IR A F). A
total of 14.38 tons of hazardous waste was generated in 2023. Other general solid waste was
disposed of in compliance with relevant requirements, with a total of 465.7 tons in 2023. In
January 2023, the company entered into a self-monitoring and automatic monitoring equipment
comparison contract with Henan Chenijie Inspection Technology Co., Ltd. (3] 5 /= &iiks i 5 R
HBR 2 ) to monitor the discharge outlets of the Company on a regular basis. The Leak
Detection and Repair (LDAR) work was completed in November 2023. The leak detection for
natural gas pipeline was also conducted according to the requirements of Livzon Group, and a
qualified test report was issued.

Shanghai Livzon

The company has completed the Filing and Registration of the Contingency Plan for Emergent
Environmental Incidents; completed the VOCs emission reduction milestone of “one plan for
one factory” in accordance with the plan; discharged pollutants in strict accordance with the
Sewage Discharge Permit System obtained, formulated the annual emission self-monitoring
programme at the beginning of the year and implemented emission self-monitoring according to
the programme, and completed the annual implementation report of the emission permits without
any violations of laws or regulations. Meanwhile, we strengthened the daily supervision of the
operation of the waste gas treatment facilities and sewage treatment stations, and entrusted a
third party to test the emissions of waste gas and sewage every month to ensure the effective
operation of the equipment and facilities. The company passed the on-site review of the Level 3
safety standardization by the expert group. The safety facilities, occupational disease protection
facilities and pollution prevention facilities of the “Preparation Line 3 and Assembly Line 2
Purification Plant and Ultility System” project were designed, constructed and put into
production and use at the same time as the workshop renovation project. In order to reduce the
emission concentration of exhaust gas and reduce the emission of VOCs, double activated carbon
was added and installed to exhaust funnel 4 and it can reduce the emission concentration of
exhaust gas and reduce the emission of VOCs after one more treatment. Water purifiers were
replaced to improve the efficiency of making water with purifiers and effectively reduce
wastewater discharge.

Livzon MAB

The company entrusted a qualified third party CTI to test the waste water and waste gas
according to the requirements of the pollutant discharge license, and entrusted a qualified entity,
Dongjiang Environmental-protection Doumen Yongxingsheng Environmental-protection, Co.,
Ltd. of Dongjiang Environmental Protection (ARYLINR} [Tk M BEIFRA F]), to dispose of
hazardous wastes in accordance with the regulations, so as to reduce the risk of environmental
pollution. The company carried out the environmental impact assessment of the new workshop
according to the requirements of “Three Simultaneities” for construction of workshops newly
built, rebuilt and expanded. The production and R&D sewage was uniformly discharged into the
sewage station of Livzon Pharmaceutical Factory in Livzon Industrial Park for treatment and
discharge up to the standard.
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Livzon Diagnostics

Waste water: an entity with national qualification on inspection was engaged to conduct
monitoring strictly in compliance with the relevant national laws and regulations and standards.
The testing party carried out routine environmental monitoring on chemical oxygen demand,
ammonia nitrogen, suspended solids and other indicators on water quality. The testing is carried
out on a quarterly basis with every monitoring strictly in compliance with the relevant national
requirements to ensure the accuracy, validity and authenticity of the monitoring data and meeting
the discharge standards.

Exhaust gas and noise: an entity was engaged to conducting testing on exhaust gas and noise at
the factory boundary each year and the monitoring data was accurate, valid and authentic and
met the emission standards.

Solid waste (including hazardous waste): Solid waste was collected in compliance with
regulations, and a qualified third party was engaged for disposal.

(1V) Measures Taken and Effects on Reducing Carbon Emissions During the Reporting

Period
Whether to take carbon reduction measures Yes
Equivalent of carbon emission reduction (unit: ton) 4,612.70

Types of carbon emission reduction measures (e.g. use of | Use of "clean energy for power generation”,
clean energy for power generation, use of carbon reduction | adopt carbon emission reduction technologies in
technologies in production, research and development of | production” and other measures, as detailed in
new products that contribute to carbon reduction, etc.) ""Specific descriptions" below.

Specific descriptions
\ Applicable ON/A

Name of company or
subsidiary

Measures taken and effects on reducing carbon emissions during the Reporting Period

Jiaozuo Joincare

In 2023, Jiaozuo Joincare’s “4000m?/d biogas treatment project”, a project under construction,
utilized the purified biogas, which was generated from the anaerobic work section of the
industrial wastewater workshop, as the incineration heat source of the RTO equipment, and the
project is expected to be put into operation in March 2024.

The total investment of the project is about RMB1.79 million. After the completion of the
project, it can meet the heat source demand of two RTOs from Jiaozuo Joincare and Jiaozuo
Livzon. The consumption of natural gas for RTOs is about 1,000m%d. The remaining natural
gas will be used to burn hot water to replace steam, which can save 10.3m%d of steam. It is
expected that RMB1.507 million can be saved every year by using biogas instead of natural gas,
and RMB451,000 can be saved every year by using hot water instead of steam, totalling
RMB1.958 million can be saved every year.

Taitai Pharmaceutical

1. Lighting facilities in the park were replaced with LED lamps in response to the call of the
municipal government;

2. Employees were organized to learn energy conservation knowledge so as to achieve energy
conservation and emission reduction in routine work by turning off lamps and machines timely.

Haibin Pharma

1. Replacing some motors with second-level energy-efficient motors can save 11.3 tons of
standard coal equivalent (tce) per year.

2. Retrofitting the ethylene glycol pump with a variable frequency drive (VFD) to control the
motor based on system pressure can reduce motor operating current by approximately 40%. This
leads to an annual energy saving of 72,000 kWh.

3. All newly purchased air conditioners are first-level energy-efficient models, contributing to
energy savings and emission reduction.

Xinxiang Haibin

1. Solar street lamps were purchased, which are expected to save electricity of 2,1900 kwWh per
year.
2. Screw vacuum pumps were purchased to replace reciprocating vacuum pumps.

Joincare Haibin

1. The air compressor system was upgraded, with an investment amount of RMB638,000, which
can save electricity of 121,000kWh/year, reduce carbon emissions by 70.65tCO2 every year, and
save RMB90,800 every year after the project is put into operation;
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2. A solar hot water system was built on the roof of the dormitory buildings, with an investment
amount of RMB168,000, which can save electricity of 443,000kWh/year, reduce carbon
emissions by 258.67tCO2 every year, and save RMB332,200 every year after the system put into
operation.

Fuzhou Fuxing

Used photovoltaic power generation to reduce power consumption; renovated high-energy
consuming pumps for energy conservation to effectively reduce energy consumption; replaced
with high-efficiency motor water pumps to save energy consumption; vigorously promoted
energy conservation and consumption reduction, and called on employees to realize the concept
of “turning off lights, air conditioners and computers before leaving office” during their daily
work.

Livzon Xinbeijiang

Used photovoltaic power generation to reduce power consumption; used water Kinetic energy
instead of electric motors to drive the cooling tower fans to reduce the electric energy
consumption while ensuring the cooling effect; used LED lights to reduce power consumption,
and raising employees’ awareness in power conservation and safety; promoted to set the
temperature of the air conditioner to not lower than 26 <€; promoted green travels, encouraged
the use of public transportation when going out to work, and set up shuttle buses to transport
employees to and from work thereby reducing the use of private cars.

Livzon Hecheng

Maintained and updated chiller units to make more rational use of energy and saved electricity
consumption for production through more reasonable production scheduling by the production
department; used natural gas as fuel for canteens and boilers; replaced sewage treatment Roots
blowers in the environmental protection center with magnetic levitation blowers with an energy
saving rate of about 30%, saving about 0.21 million kWh of electricity consumption per year;
replaced the ultra-low-nitrogen boiler has increased thermal efficiency by 10%, saved 10 cubic
meters of natural gas per ton of steam consumption, and reduced nitrogen oxide emissions by
80%; called on all employees of the factory to respond to electricity conservation, turn off lights
and air conditioners before leaving office, and limited the minimum temperature of air
conditioners; promoted green travel, encouraged the use of public transportation when going out
to work, and set up shuttle buses to transport employees to and from work.

Gutian Fuxing

Installed 4 air compressors with a capacity of 130 m3/min to replace the original air compressor
with high power consumption to reduce power consumption; replaced one chiller unit to reduce
electricity consumption; replaced a 100 m®/min air suspension blower and three 55 KW Roots
air compressors to reduce power consumption and on-site noise; called on all employees to “save
every drop of water, save every kilowatt of electricity”, so that the lights are turned off and the
equipment is powered off before leaving office.

Livzon Limin

1. Installed an online remote automatic data monitoring system in the boiler room to analyze and
judge the instantaneous flow rate monitoring of the flowmeter in the boiler room, checked
whether the steam traps and exhaust valves in the factory were in sound condition, and thereby
reduced the waste of steam. The average steam loss in the public pipelines of the factory was
15.6%. The steam loss was reduced to 11% via the relevant renovation of steam pipelines and it
was expected that 1,242 tons of steam could be saved thereby; 2. The steam pipelines in the
animal room of the research and development center were re-insulated and the steam traps were
remodeled to prevent the occurrence of long-time steam exhaust due to the failure of water
valves; 3. In the first and second traditional Chinese medicine extraction workshops, a total of
23 drainage devices were added to all condensate drainage pipelines with steam heating
equipment to realize automatic drainage and improve the utilization rate of steam. It was
expected that approximately 100 tons of steam could be saved thereby per year; in the first and
second traditional Chinese medicine extraction workshops, the cooling method of purified water
circulation system was changed from cooling by drinking water to cooling by recycled chilled
water in order to reduce the consumption of drinking water. It was expected that the consumption
of water could be thereby reduced by approximately 3,000 tons per year; 4. In the first traditional
Chinese medicine extraction workshop, the existing n-butanol recovery SOP was improved and
refined and the powder collection amount of Panax Notoginsenosides-XST was enhanced with
an aim to reduce the unit consumption of n-butanol. Based on a production of 20 batches per
year, approximately RMB24,800 could be saved per year.

Livzon
Pharmaceutical
Factory

Carried out low-nitrogen transformation for boilers to reduce nitrogen oxide emissions; reduced
operation costs by combining the operation of refrigeration stations, and discontinued P06 large
air compressor system when P06 workshop stopped production, and supplied individual
equipment with gas through small air compressors, which could save about 15,000 kWh of
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electricity and reduce energy consumption; regularly switched on and off the air conditioners in
QC, warehouses and other departments according to their needs, which could save about 700
kWh of electricity per day; further strengthened the energy-saving management of functional
departments, and advocated employees to turn off the lights during the lunch break, and
encouraged them to turn off the lights and shut down their computers when they leave their seats
and the office to save electricity.

Ningxia
Pharmaceutical

The project of recovering waste heat from air compressors as heat source to heat water for
heating in winter was completed and would be put into operation in winter. It was expected that
5,000 tons of steam could be saved thereby; the high-efficiency and energy-saving
transformation of fermentation circulating water pump in workshop 103 was completed, saving
1.00 million kWh of electricity annually; the recycling test of solid waste (slag, sludge) was
completed and solid waste would no longer be landfilled when relevant facilities were put into
use.

Jiaozuo Hecheng

Collected and reused steam condense to reduce steam consumption, so as to reduce carbon
emissions; changed the packaging equipment to automatic packaging to improve production
efficiency; vigorously promoted energy saving and consumption reduction internally, called on
all employees to “save every drop of water, save every kilowatt of electricity”, and uniformly
managed the paint in the workshop to eliminate waste; installed additional mirrors behind the
steam pipeline drainage valves to observe whether there is steam loss; led the steam condense to
the production auxiliary system of the hot water tank and the crystallization tank to reduce the
use of steam; changed the lighting in the common areas of the workshop, corridors, etc. to
sound- or light-controlled switches and gradually replaced the workshop lighting with LED
lights; gradually replaced high energy consuming equipment and facilities in workshops with
low energy consuming or automated interlocking devices.

Shanghai Livzon

Further strengthened the daily energy-saving management according to the established energy-
saving plan, effectively improved the energy-saving awareness of employees through inspection,
publicity and other means, and cultivated good habit of saving water and electricity among
employees; optimized the peptide splicing process, increased the peptide splicing yield by more
than 10%, thus reducing the power consumption per unit of product; transformed the solid
preparation workshop into the powder injection workshop which produces less waste and
conserves electricity; while comfortable air conditioning unit (cooling) utilized the chilled water
unit in the power room, the

multi-expansion air conditioning unit was placed outdoors to use air cooling, saving cooling
capacity and reducing energy consumption. In order to reduce the air emission concentration and
VOCs emissions, double-stage activated carbon was installed to the No. 4 exhaust funnel. After
one more step of treatment, both the air emission concentration and the VOCs emissions could
be reduced. In order to improve the efficiency of pure water production, the pure water
equipment was replaced.

Livzon MAB

Formulated energy-saving and emission reduction measures in accordance with the ESG targets
of the Company and made reasonable use of recycled wastewater; introduced purchased steam
to reduce steam consumption effectively. Effectively improved the energy-saving awareness of
employees through inspection, publicity and other means, and cultivated good habit of saving
water and electricity among employees; used LED lights to reduce electricity consumption, and
encouraged employees to turn off lights and computers to save electricity before leaving office.
Set up shuttle buses to transport employees to and from work.

Livzon Diagnostics

Entrusted a third party to carry out routine monthly maintenance of sewage treatment facilities
to ensure that the wastewater treatment system was functioning properly. The water quality was
up to standard, and the discharge did not exceed the limit. Formulated an energy management
system to save energy and reduce emissions and strengthened daily energy-saving management
to improve the company’s performance in energy saving.

Il.  Work on Corporate Social Responsibility

n Whether to disclose separate corporate social responsibility report, sustainable
development report or ESG report

VApplicable oN/A
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The Company has separately disclosed its corporate social responsibility report. For details, please
refer to the 2023 Corporate Social Responsibility Report of Joincare Pharmaceutical Industry Group
Co., Ltd. disclosed by the Company on the website of Shanghai Stock Exchange (www.sse.com.cn)
on 3 April 2024 for details.

(1) Specific situation of work on corporate social responsibilities
Applicable oN/A

External donation, public Quantity/content Description
welfare
Mainly include investment in public welfare
. s projects for chronic diseases, industrial

Total investment (RMB’0,000) 2,598.46 assistance, earthquake relief, and nature
conservation.

Including: Funds (RMB’0,000) 1,976.14 g/lrgjgg include investment in earthquake relief

Cash converted from materials 622.32 Mainly include investment in public welfare

(RMB’0,000) ) projects for chronic diseases.

- Mainly include projects of low-income chronic
Number of beneficiary (person) 2,125 disease patients and industrial revitalization.

Specific description

VApplicable oN/A

The Company is striving to be an explorer in the healthcare industry and insisting on creating a
healthy life driven by technology. The Group pays great attention to its sustainable development,
and actively focuses on the internal regulatory environment and external policy guidance.
Considering China's 14th Five-Year Plan and the local government's development plan, the Group
has formulated a CSR strategy and goals adapting to its current business situation. Focusing on
“health”, the Group's CSR strategy aims to provide the whole society with high-quality, safe,
accessible and affordable medical products and services through the development of its principal
businesses, while improving the overall strength of the health industry. Meanwhile, the strategy is
committed to empowering employees and communities, emphasizing environmental protection and
promoting the overall health development in society.

The development of enterprises relies on society. Over the years, the Company has conscientiously
fulfilled its social responsibility, paid taxes according to law, supported social public welfare
projects, and actively assumed its social responsibility for building a harmonious society. At the
same time, the Group was actively creating social value. It realized net profit attributable to
shareholders of the listed company of RMB1,443 million, generated tax revenues for the
government of RMB1,866 million, paid RMB2,460 million in salary to employees, distributed
dividends and paid interest worth RMB1,615 million to banks and other creditors, donated funds
and goods totaling RMB25.9846 million to the society, and achieved a social contribution per share
of approximately RMB3.97 for the society in 2023.

For our performance of social responsibility, see the 2023 Corporate Social Responsibility Report
of Joincare Pharmaceutical Industry Group Co., Ltd. disclosed by the Company on the website of
Shanghai Stock Exchange (www.sse.com.cn) on 3 April 2024 for details.

I11. Consolidation and expansion of achievements in poverty alleviation and rural
revitalization

Ei&?gﬁgat?fnv El;rrtc);jef,\tlleatlon and Rurel Quantity/content Description
Total investment (RMB’0,000) 196.11 | Public welfare projects for chronic
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diseases to help rural revitalization

Including: Funds (RMB’0,000) 113.00 | Donation of rural revitalization

Cash converted from materials (RMB’0,000) 83.11 | Donation of drugs for chronic diseases

Number of beneficiary (person) 1,710 Id__ow-mcome patients with chronic
iseases

Forms of assistance (such as industrial
poverty alleviation, vocational poverty
alleviation, educational poverty alleviation,
etc. )

Poverty alleviation
through industrial
development

Specific description
VApplicable oN/A

1. Industrial revitalization

The Group fully implements the spirit of the important instructions put forward by the CPC Central
Committee and the General Secretary. In accordance with the relevant requirements, we have
established and implemented the plan of “Astragalus Root (# <) Industry Revitalization” and
adopted the model of “Company + Base” and “Company + Professional Cooperative”, encouraging
locals to cultivate and process astragalus root and develop the astragalus root industry with reference
to the local conditions to make it a pillar industry for poverty relief in the long-term. The Group will
explore the development of the featured astragalus root industry to achieve poverty elimination and
promote the construction of the “Chinese Medicine Ecological Base™.

“Astragalus Root (#E) Industry Revitalization” has been in place since 2017. Datong Livzon
Qiyuan Medicine Co., Ltd. CK[FINNEREIRZMGBRAF]) (“Datong Livzon”), a subsidiary of the
Company, has established its own planting bases in Hunyuan County of Datong City in Shanxi
Province and Zizhou County of Yulin City in Shaanxi Province, respectively, and in 2023, built
astragalus root planting bases together with 12 cooperatives in Hunyuan County, Tianzhen County
and Yanggao County of Datong City in Shanxi Province and Yulin District of Shaanxi Province,
covering an area of approximately 20,000 mu and supporting a total of 415 people, thereby
effectively promoting the economic development of the corresponding areas in Datong, Shanxi and
Yulin, Shaanxi.

During the Reporting Period, based on the national “rural revitalization strategy”, Datong Livzon
launched the “Joint Construction by Village and Enterprise” project in cooperation with the village
committee of Mazhuang Village, Guan’er Town, Hunyuan County, Datong City, Shanxi Province
to renovate and reconstruct the primary processing plant in the astragalus root planting base which
has met the requirements on the primary processing and storage of astragalus root. In addition,
Datong Livzon trained approximately 30 managers and planters of the co-built base in Zizhou
County, Yulin City, Shaanxi Province on the new version of GAP, conducted on-site technical
guidance and practical training on the traceability of traditional Chinese medicinal materials, and
assisted in the traceable preliminary land planning.

2. Rural Revitalization Inclusive Chronic Disease Prevention and Control Public Welfare

Project

In supporting consolidation and expansion of achievements in poverty alleviation and rural
revitalization and in order to respond positively to the call of national policy, Joincare have launched
“Inclusive Chronic Disease Prevention and Control Public Welfare Project (3% #1295 5 75 /A 7 Il
H)” program, which combines our own industrial advantages to provide tangible health benefits to
grassroots people. The program targets at common chronic diseases such as hypertension,
hyperlipidemia, cardiovascular and cerebrovascular diseases, and treatment drugs have been
donated to remote areas, including Pravastatin Capsules (1% fth 7T 44 %), Amlodipine Besylate
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Capsules (AT % 2 S HI-F IR 3E), Valsartan Capsules (2570 3H i #E), and Isosorbide Bononitrate
Tablets ( FLEEE 7 LLIALEE /1), which could be worth millions of RMB. These drugs can really help
alleviate the economic difficulties of low-income families arising from long-term medication and
mitigate chronic drug medication problems, further help patients with chronic diseases improve their
awareness of chronic disease prevention and health management, effectively prevent “reduced to or
returned to poverty due to disease”, and promote local development of rural revitalization.

Since late 2018 onwards, with the support of local government agencies and relevant authorities at
all levels, we have successfully carried out the “Inclusive Chronic Disease Prevention and Control
Public Welfare Project” in areas including Chaotian District of Guangyuan City, Songpan County
of the Autonomous Prefecture of Aba Zangs and Qiangs, Jinkouhe District of Leshan City, Jiange
County and Pingwu County in Sichuan Province, Hunyuan County, Guangling County and Lingqiu
County of Datong City in Shanxi Province, Dongxiang County, Tianzhu County, Linze County and
Shandan County in Gansu Province, Xianghai national nature reserve in Jilin Province, Chayu
County in Tibet Autonomous Region, Macun District of Jiaozuo City in Henan Province,
Huangshan District of Huangshan City in Anhui Province, Suining County of Hunan Province,
Fenyi County of Jiangxi Province, Kashgar City of Xinjiang Uygur Autonomous Region, Balinzuo
Banner and Tuoketuo County of Inner Mongolia, and Ziyuan County of Guangxi Province. In
recognition of our outstanding performance in supporting rural revitalization projects, Joincare was
honored with a number of awards, including the “Enterprises Contributing to Rural Revitalization”
in Typical Case Selection for 2023 CSR Competitiveness Responsibility (2023 “CSR 3% 4+ /17 51T
M AR 2 M PR D4 oTik £k ), and the Excellent Rural Revitalization Practice Cases of

Listed Companies (1A & £ RHRE ML T3 52 B 2 51).

As at 31 December 2023, the project covered 8 provinces and 4 autonomous regions, including 23
remote areas requiring assistance, and helped more than 19,410 low-income people. In 2024, we
plan to donate medicines to Tibet, Hubei Province, Gansu Province, Anhui Province, Sichuan
Province and other regions.

3. Resilience to Natural Disasters

On 18 December 2023 at 23:59, a 6.2-magnitude earthquake struck Jishishan County in Linxia Hui
Autonomous Prefecture of Gansu Province, which caused a serious impact on the local economy
and society. When a disaster strikes in one location, help comes from all quarters. In the wake of
this earthquake, local governments and public welfare organizations paid high attention, responded
quickly to support earthquake-stricken areas and rallied necessary aid and support to residents in
the afflicted areas. On the morning of December 20, Joincare and its controlling subsidiary Livzon
Group donated relief funds and medical supplies with total value of RMB20 million to the disaster-
stricken areas through the Zhuhai Red Cross Society, including RMB10 million in cash and
medicines worth of RMB10 million. Our donations were used for emergency rescue operations,
living arrangements for disaster-stricken people, rescue team support, post-disaster reconstruction
and other related work.
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Chapter 6 Major Events

I. Fulfillment of undertakings

(1) Undertakings fulfilled during the Reporting Period or not yet fulfilled as of the
Reporting Period by the parties to the commitment such as de facto controllers,
shareholders, related parties, acquirers of the Company and the Company

VApplicable oN/A
Specific Next plan
Whether Whethgr reasons for should be
. . . . thereis a . - commit failure in stated in
Commitment Commitment . Commitment Time of - L Time limit of ment is .
Subject - time limit - ; timely case of
background type content commitment commitment strictly ; A -
for N fulfillment failure in
h fulfilled N
fulfillment R shall be timely
in time - "
given fulfillment
Settlement of Please see
horizontal Baiyeyuan Note 1 for 30 April 2001 No Long-term Yes - -
. competition details
Commitment Baiyeyuan, de facto
related to initial yeyuan,
: - Settlement of controllers and Please see
public offering - s 10 January
horizon persons acting-in Note 2 for 2014 No Long-term Yes - -
competition concert, and the details
Company
The date of
completion of
remedial
Please see .
The Company and measures in
Others de facto controllers 2‘;;6”2 for 8 March 2016 Yes connection with Yes ) )
the non-public
offering of
Livzon Group
Commitment The date of
related to completion of
seasoned Baivevuan and the Please see remedial
offerings Others yey! Note 4 for 11 May 2017 Yes measures in Yes - -
de facto controller . ! .
details connection with
rights issue of
Joincare
From the date
Please see of proceeds The date of
Others The Company Note 5 for for issuance of Yes completion of Yes - -
details the Rights use of proceeds
issue in place.
Other
commitments
Please see
ma(,:le to the Others The Company Note 6 for 17 December No Long-term Yes - -
minority details 2008
shareholders of
the company

Note 1: Shenzhen Baiyeyuan Investment Co., Ltd., the controlling shareholder of the Company, undertook that it would not
be directly or indirectly engaged in or cause subsidiaries and branches under its control to be engaged in any business or
activity constituting horizontal competition with the Company after the founding of the Company, including but not limited
to the research, production and sales of any products that were the same as or similar to products under research, production
and sales of the Company, and was willing to undertake compensation responsibility for economic losses to the Company

arising from violation of the said commitment.

Note 2: Whereas the domestically listed foreign shares of Livzon Group, a controlled subsidiary of the Company, sought
listing on the Main Board of the Stock Exchange of Hong Kong Limited, in order to fully ensure smooth completion of the
said event and in compliance with relevant requirements of the Stock Exchange of Hong Kong Limited, the controlling
shareholders, de facto controller of the Company and the Company entered into relevant undertakings with Livzon Group
as follows: 1. The controlling shareholders, de facto controller and persons acting-in-concert of the Company, the Company
and its controlled subsidiaries except for Livzon Group did not or would not be, directly or indirectly, engaged in any
business that constituted competitive relation or potential competitive relation with drug research, development, production

and sale businesses (“Restricted Businesses™) of Livzon Group from time to time. For the avoidance of doubt, the scope of

128




Joincare Pharmaceutical Group Annual Report 2023

Restricted Businesses did not cover products that were researched, developed, manufactured and sold on the date of relevant
letter of undertaking by the controlling shareholders and de facto controller of the Company, the Company and its controlled
subsidiaries except for Livzon Group; 2. If any new business opportunity was found to constitute competitive relation with
Restricted Businesses, the controlling shareholders, de facto controllers and persons acting-in-concert of the Company, the
Company and its controlling subsidiaries except for Livzon Group would inform Livzon Group in written form immediately
and firstly provide Livzon Group with the business opportunity in accordance with reasonable and fair terms and conditions.
If Livzon Group gave up the business opportunity, the controlling shareholders and de facto controllers of the Company,
the Company and its controlled subsidiaries except for Livzon Group may accept the business opportunity in accordance
with the terms and conditions that were not superior to those offered to Livzon Group; 3. If assets and businesses that
directly or indirectly constituted competitive relation and potential competitive relation with Restricted Businesses were
intended to be transferred, sold, leased, licensed to use or otherwise transferred or allowed to use (these Sales and Transfers),
the controlling shareholders and de facto controllers of the Company, the Company and its controlled subsidiaries except
for Livzon Group would provide the right of first refusal for Livzon Group under the same condition. If Livzon Group gave
up the right of first refusal, the controlling shareholders, de facto controllers and persons acting-in-concert of the Company,
the Company and its controlled subsidiaries except for Livzon Group would carry out these Sales and Transfers to a third
party in accordance with main terms that were not superior to those offered to Livzon Group; 4. The controlling shareholders,
de facto controllers and persons acting-in-concert of the Company, the Company and its controlled subsidiaries except for
Livzon Group would not be engaged in or involved in any business that might damage the interests of Livzon Group and
other shareholders through the relation with shareholders of Livzon Group or the identity of shareholders of Livzon Group;
5. The controlling shareholders, de facto controllers and persons acting-in-concert of the Company, the Company and its
controlled subsidiaries except for Livzon Group would not or cause its contact persons (except for Livzon Group) to directly
or indirectly: (1) induce or attempt to induce any director, senior management or consultant of any member of Livzon Group
to terminate his/her employment with or to be an employee or consultant of Livzon Group at any time (whichever is
applicable), no matter if relevant acts of the person were against the Employment Contract or Consultancy Agreement (if
applicable); (2) Within three years after any person terminated to be the director, senior management or consultant of any
member of Livzon Group, employ the person who had or might have any confidentiality information or business secret in
relation to Restricted Businesses (except for the director, senior management or consultant of the Company and/or its
controlling subsidiaries except for Livzon Group on the date of issuance of relevant letter of undertaking); (3) Recruit or
lobby any person carrying out business in any member of Livzon Group, accept orders, or carry out business separately,
through any other person or as any person, firm, or manager, advisor, consultant, employee, agent or shareholder of any
company (competitor of any member of Livzon Group), or lobby or persuade the person making transaction with Livzon
Group or negotiating with Livzon Group on Restricted Businesses to terminate its transaction with Livzon Group or reduce
its normal business volume with Livzon Group, or ask for more favorable transaction terms to any member of Livzon Group.
6. The controlling shareholders, de facto controllers and persons acting-in-concert of the Company, the Company and its
controlled subsidiaries except for Livzon Group further undertook that: (1) They would allow and cause relevant contact
persons (except for Livzon Group) to allow independent directors of Livzon Group to review if the Company and its
controlled subsidiaries except for Livzon Group obeyed the Letter of Undertaking at least once a year; (2) They would
provide all the data required for annual review and implementation of the Letter of Undertaking for independent directors
of Livzon Group; (3) They would allow Livzon Group to disclose the decision on whether the controlling shareholders and
de facto controllers of the Company, the Company and its controlled subsidiaries except for Livzon Group obeyed and
implemented the Letter of Undertaking reviewed by independent directors of Livzon Group through the annual report or
announcement; (4) The controlling shareholders, de facto controllers and persons acting-in-concert of the Company, the
Company (and its controlled subsidiaries except for Livzon Group) would provide Livzon Group with the Letter of
Confirmation in relation to compliance with clauses of the Letter of Undertaking every year so as to be included in the

annual report of Livzon Group. 7. The controlling shareholders, de facto controllers and persons acting-in-concert of the
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Company, and the Company promise that they would bear corresponding legal responsibility and consequence arising from
violation of any clause by the Company (or the Company's controlled subsidiaries except for Livzon Group or its contact
persons), starting from the date of issuance of relevant letter of undertaking. 8. The said undertakings would terminate in
case of the following circumstances (whichever is earlier): (1) The controlling shareholders, de facto controllers and persons
acting-in-concert of the Company, the Company and any of its controlled subsidiaries were not the controlling
shareholders of Livzon Group anymore; (2) Livzon Group terminated the listing of its shares on the Hong Kong Stock
Exchange and other overseas stock exchanges (except that shares of Livzon Group stopped to be traded temporarily for any

reason).

Note 3: Do not interfere in the operation and management activities of Livzon Group or encroach on the interests of Livzon

Group.

Note 4: Pursuant to the Guiding Opinions on Matters Relating to the Dilution of Current Returns as a Result of Initial Public
Offering, Refinancing and Major Asset Restructuring (Announcement of CSRC [2015] No. 31), the company shall
undertake to adopt specific remedial measures relating to dilution of current returns as a result of the company's initial
public offering, refinancing of the listed company, or major asset restructuring and shall fulfill such undertaking. Pursuant
to relevant provisions of CSRC, Zhu Baoguo, the de facto controller of Shenzhen Baiyeyuan Investment Co., Ltd., a
controlling shareholder:1. Do not intervene in the operation and management activities or encroach on the interests of the
company; 2. If CSRC issued other new regulatory provisions on the remedial measures in relation to returns and the relevant
undertakings and the aforesaid undertakings did not conform to such provisions from the date of issuance of the undertaking
to the completion of IPO share allotment, the Company/the de facto controller would undertake to issue a supplemental
undertaking in accordance with the latest provisions of CSRC; 3. The Company/the de facto controller undertook to
practically take the remedial measures in relation to returns formulated by the company and fulfill the undertaking
concerning the remedial measures. In case of violation of the undertaking, causing losses to the company or investors, the
Company/the de facto controller was willing to assume compensation responsibilities to the company or investors in
accordance with law. In case of violation of the said undertakings or rejection to fulfill the said undertakings, as one of the
liability subjects relating to the remedial measures concerning returns, it was agreed that relevant punishment shall be
imposed on or relevant management measures shall be taken against the Company/the de facto controller by CSRC, the

SSE and other securities regulators in accordance with relevant provisions and rules set or issued by them.

Note 5: After the proceeds for issuance of allotment were in place, the Company would use them according to the disclosure
in the announcement, and carry out the policies, including deposit in special account, approval by specially-assigned person,
and special use of special funds in accordance with management measures for proceeds of the Company. The Board of the
Company would regularly check the progress of projects invested with proceeds, issue a special report on deposit and use
of proceeds, engage an accounting firm during the annual audit to issue a verification report on deposit and use of proceeds,
would be supervised by regulators and sponsors at any time, and would not make major investment, asset purchase or similar

financial investment though proceeds in disguise.

Note 6: (1) While transferring tradable shares subject to selling restrictions held by the company in Livzon Group, the
company shall strictly obey relevant provisions of Guidelines of Listed Companies on Transfer of Stock Shares Subject to
Selling Restrictions ([2008] No. 15); (2) If the Company had shares subject to selling restrictions held by it in Livzon Group
that were planned to be sold through the bid trading system of Shenzhen Stock Exchange and reduced more than 5% shares
within six months from the first share reduction, the Company would pass the Announcement on Sales disclosed by Livzon

Group within two trading days before the first share reduction.
(11) If the Company has made profit forecast on its assets or projects and the Reporting Period is

still within the profit forecast period, the Company shall give an explanation on why its assets or
projects achieved its profit forecast
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oRealized oUnrealized YN/A

(1) Fulfillment of performance covenant and its influence on goodwill impairment test
oApplicable VN/A

I1. Information on Non-operating use of funds by controlling shareholders and other related parties
during the Reporting Period

oApplicable VN/A

I11. Information on illegal guarantees
oApplicable VN/A

IV. The Board's statement on the “non-standard opinion auditor's report” issued by the
appointed accounting firm

oApplicable VN/A

V. Analysis and explanation from the Company on the reasons and impact of the change of
accounting policies, accounting estimates or correction on material accounting errors

(1) Analysis and explanation from the Company on the reasons and impact of the change of
accounting policies or accounting estimates

oApplicable VN/A

(1) Analysis and explanation from the Company on the reasons and impact of the correction on
material accounting errors

oApplicable VN/A

(111) Communication with former appointed accounting firm
oApplicable VN/A

(1V) Others
oApplicable VN/A

V1. Appointment and termination of appointment of accounting firm
Unit: 10,000 Yuan Currency: RMB

Current accounting firm

Name of domestic accounting firm Grant Thornton (Special General Partnership)

Remuneration for domestic accounting firm 128

Continuous years of auditing services provided by domestic

accounting firm S

IName of certified public accountant (“CPA”) of domestic accounting|

irm Wang Yuan(Fiz) and Wang Qilai ( FH:4)

Continuous years of CPA audit services of domestic accounting firms 2and5

131



Joincare Pharmaceutical Group Annual Report 2023

Name Fee

Accounting firm for internal control audit Grant Thornton (Special General Partnership) 32

Statement on appointment and termination of appointment of accounting firm
oApplicable VN/A

Statement on re-engagement of accounting firm during the audit period
oApplicable VN/A

Explanation of reductions in audit fees of 20% or more (including 20%) compared to the previous
year
oApplicable VN/A

VII. Risk of delisting
(1) Reasons for delisting risk warning

oApplicable VN/A

(2) Countermeasures to be taken by the Company
oApplicable VN/A

(3) Risk of delisting and the reasons
oApplicable VN/A

VIIl. Matters related to bankruptcy and reorganization
oApplicable VN/A

IX. Material litigation and arbitration
oThe Company was involved in material litigation or arbitration in current year

The Company was not involved in material litigation or arbitration in current year

X. Violations committed by the listed company and its directors, supervisors, senior management,
controlling shareholders and de facto controllers, punishments imposed and rectifications

oApplicable VN/A

XI. Credit standing of the Company and its controlling shareholders and de facto controllers during
the Reporting Period

oApplicable VYN/A

XI1. Material related-party transactions

(1) Related-party transactions in connection with day-to-day operation
1. Matters already disclosed in interim announcements about which no new information is available
VApplicable oN/A
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Overview Query index

Pursuant to the “Resolution on Connected Transactions in the
Ordinary Course of Business of the Majority-owned Subsidiaries
of Jiaozuo Joincare and Jinguan Electric Power” considered and
approved at the 23th Meeting of the 8th Session of the Board on 7
April 2023, Jiaozuo Joincare intended to purchase no more than
RMB280 million (inclusive) of steam and power from Jinguan
Electric Power in 2023 so as to satisfy the demands of Jiaozuo
Joincare for steam and power in the process of production and
operation. The independent directors of the Company gave prior
approval opinions on the Resolution and gave opinions on the
approval of the independent directors at the Board meeting.

See the “Announcement on Resolutions
Considered and Approved at the 9th Meeting of
the 23th Session of the Board of Joincare
Pharmaceutical Group Industry Co., Ltd.” (Lin
2023-030) and the “Announcement of Joincare
Pharmaceutical Group Industry Co., Ltd. on the
Connected Transactions in the Ordinary Course of
Business of the Majority-owned Subsidiaries of
Jiaozuo Joincare and Jinguan Electric Power” (Lin
2023-036) disclosed by the Company on 11 April

Both parties referred to the market price to fix a price of the said 023 for details.

connected transactions. During the Reporting Period, the actual
amount of the said connected transactions was RMB268.2556
million.

2. Matters already disclosed in interim announcements about which new information is available
oApplicable VN/A

3. Matters not disclosed in interim announcements
oApplicable VN/A

(I1) Related-party transactions involving acquisition or sale of assets or equity
1. Matters already disclosed in interim announcements about which no new information is available
oApplicable VN/A

2. Matters already disclosed in interim announcements about which new information is available
oApplicable VN/A

3. Matters not disclosed in interim announcements
oApplicable VN/A

4. Fulfillment of performance covenants (if any) during the Reporting Period
oApplicable VN/A

(111) Material related-party transactions involving joint external investment
1. Matters already disclosed in interim announcements about which no new information is available
oApplicable VN/A

2. Matters already disclosed in interim announcements about which new information is available
oApplicable VN/A

3. Matters not disclosed in interim announcements
oApplicable VN/A

(1V) Claims and debts with related parties
1. Matters already disclosed in interim announcements about which no new information is available
oApplicable VN/A

2. Matters already disclosed in interim announcements about which new information is available
oApplicable YN/A

3. Matters not disclosed in interim announcements
Applicable oN/A
Unit: Yuan Currency: RMB
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Related party

Relationship

Offer funds to related parties

Receive funds from related parties

Opening
balance

Amount
incurred in the
current period

Closing
balance

Opening
balance

Amount
incurred in the
current period

Closing
balance

Guangdong Blue Treasure
Pharmaceutical Co., Ltd. (AR
K2 RA )

Others

5,388,984.29

4,759,249.23)

10,148,233.52

117,760.00]

960,838.23

1,078,598.23

Subsidiaries of Sichuan Healthy
Deer Hospital Management Co.,
Ltd. (VY )14 ol i 2= e 4 B
A A2 T4 )

Others

497,828.30

-63,405.50

434,422.80

20,947.89

234,512.04

255,459.93

Zhuhai Sanmed Gene Diagnostics
Ltd. (B iy LR LR R DN B
AHIRAT)

Others

101,526.98

81,557.66)

183,084.64)

Zhuhai Sanmed Biotech Inc. (¥
ERAEMEHBARGRAR)

Others

211,200.00)

0.00

211,200.00)

Shenzhen Youbao Technology
Co., Ltd. (RINTTAH FRHEA R

A7)

Others

188,100.00

-188,100.00

0.00

Jiangsu Yiyingjia Medical
Technology Co., Ltd. (/T.75—
REFT R WA A)

Others

0.00;

29,816.00)

29,816.00]

Feellife Health Inc. GRYIK AR 1
FHEFAWAR)

Associated
company

0.00;

1,259,566.37,

1,259,566.37|

Zhongshan Renhe Health Product
Co., Ltd. (friliii A=A fR A it
PR )

Others

469,895.78

0.00

469,895.78

Shenzhen Health Deer
Technology Co., Ltd. (EIIIT
FRPEAE SREEA R ARD

Others

4,680.00

0.00

4,680.00

Jiaozuo Jinguan Jiahua Electric
Power Co., Ltd. (F:/F 4@ 54
AR A )

Associated
company

75,724,913.57|

-9,910,133.70

65,814,779.87|

Total

82,587,128.92

-4,031,449.94

78,555,678.98

138,707.89

1,195,350.27

1,334,058.16

Cause for claims and debts with related parties

During the Reporting Period, the Company had normal operating fund transactions with connected

parties.

Impact of claims and debts with related parties

on the Company

The said credits and debts with connected persons are operating fund transactions; there was no non-
operating use of funds of the Company by shareholders and connected part.

(V) Financial business among the Company, related financial companies, financial companies
controlled by the Company, and related parties

oApplicable VN/A

(V1) Others
oApplicable VN/A

XI111. Material contracts and their fulfilments

(1) Trusteeship, contracting and lease

1. Trusteeship
oApplicable VN/A

2. Contracting
oApplicable VN/A

3. Lease
oApplicable VYN/A
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(1) Guarantees
VApplicable oN/A

Unit: 10,000 Yuan Currency: RMB

Date of

Relation-ship between the guarantee . A - Whether - |Guaranteed
Guarantor Larantor and the listed Guaranteed part Guaranteed (signin Effective Expiration | Guarantee |FulfilledOverduel Overdue | there'sa fora Relationshi
g compan party amount da%e ofg date date type ornot | ornot | amount counter- related P
pany guarantee [party or not
agreement)

. Jinguan Electric Joint liability :
Joincare | Headquarter of the Company Power 2,045.01 2023-06-12 2023-06-12 | 2023-12-12 guarantee Yes No 0 Yes Yes Assoiate
. Jinguan Electric R, R, o Joint liability .
Joincare | Headquarter of the Company Power 2,183.85 2023-06-12 2023-06-12 | 2023-12-12 quarantee Yes No 0 Yes Yes Assoiate
. Jinguan Electric A, e 0. Joint liability .
Joincare | Headquarter of the Company Power 2,000.00 2023-06-16 2023-06-16 | 2023-12-16 quarantee Yes No 0 Yes Yes Assoiate
. Jinguan Electric Joint liability :
Joincare | Headquarter of the Company Power 1,495.20 2023-07-24 2023-07-24 | 2024-07-19 guarantee No No 0 Yes Yes Assoiate
. Jinguan Electric Joint liability :
Joincare | Headquarter of the Company Power 1,532.64 2023-07-28 2023-07-28 | 2024-07-28 guarantee No No 0 Yes Yes Assoiate
Joincare | Headquarter of the Company Jlngus n Electric 332.01 2023-08-10 2023-08-10 | 2024-08-09 Joint liability No No 0 Yes Yes Assoiate

ower guarantee
. Jinguan Electric na. na. o Joint liability .
Joincare | Headquarter of the Company Power 1,000.00 2023-08-21 2023-08-21 | 2024-02-21 quarantee No No 0 Yes Yes Assoiate
- Jinguan Electric na. na. . Joint liability -
Joincare | Headquarter of the Company Power 995.61] 2023-08-21 2023-08-21 | 2024-02-21 quarantee No No 0 Yes Yes Assoiate
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Joincare | Headquarter of the Company Ji”gusgv\'gfcmc 1,000.00  2023-08-21 2023-08-21 | 2024-02-21 Jog”l];:;?ﬁ'e'éty No | No Yes Yes | Assoiate
Joincare | Headquarter of the Company Ji”gusgv\'gfcmc 45621 2023-08-21 2023-08-21 | 2024-02-21 Jog”l];:;?ﬁ'e'éty No | No Yes Yes | Assoiate
Joincare | Headquarter of the Company Jingusgv\llielfctric 1,000.00 2023-08-28 2023-08-28 | 2024-02-28 Joéﬂggibtz;ty No No Yes Yes Assoiate
Joincare | Headquarter of the Company Jingusgv\llielfctric 867.00 2023-08-28 2023-08-28 | 2024-02-28 Joéﬂggibtz;ty No No Yes Yes Assoiate
Joincare | Headquarter of the Company Ji”g”F‘;‘SWEe'fCt”C 95863  2023-09-11 2023-09-11 | 2024-03-11 J°g'}ﬂ;:ﬁﬁg;ty No | No Yes Yes | Assoiate
Joincare | Headquarter of the Company Ji”g”F‘;‘QWEe'fCt”C 4,000.00  2023-09-22 2023-09-22 | 2024-09-20 J°$ﬂ;;ant;g:y Yes | No Yes Yes | Assoiate
Joincare | Headquarter of the Company Jingusgv\llielrectric 5,076.44 2023-10-16 2023-10-16 | 2024-10-15 Jo;z;ll’;a;]btielei}ty No No Yes Yes Assoiate
Joincare | Headquarter of the Company Jingu;gv\llfel;sctric 5,123.00 2023-10-19 2023-10-19 | 2024-10-18 Jogi’ﬂ;l,;kigéty No No Yes Yes Assoiate
Joincare | Headquarter of the Company Ji”g“;‘gWEe'reCt”c 3,000.00  2023-11-09 2023-11-09 | 2024-08-15 J°$E;;ant;g:y No | No Yes Yes | Assoiate
Joincare | Headquarter of the Company Jingusgv\llielrectric 2,790.00 2023-11-14 2023-11-14 | 2024-08-26 Jogiﬂ;l’;a:]btzléty No No Yes Yes Assoiate
Joincare | Headquarter of the Company | ""9U20 Electric 300000  2023-11-24 2023-11-24 | 2024-11-22 Joéﬂgiﬁggy No | No Yes Yes | Assoiate
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3180200 |y oy owned subsidiary | Jinguan Electric 200000  2023-12-06 20231206 | 2024-12-06 | JOMENability | 1, Yes Yes | Assoiate
Joincare Power R guarantee
Joincare | Headquarter of the Company J'”g”;‘” Electric 3,100.000  2023-12-13 2023-12-13 | 2024-12-12 | Jointliability | |y, Yes Yes | Assoiate

ower guarantee
Joincare | Headquarter of the Company | /I"9U20 Blectric 310000  2023-12-19 2023-12-19 | 2024-12-18 | J0Inthiability | o g Yes Yes | Assoiate
ower guarantee

Total guaranteed amount occurred during the Reporting Period (excluding guarantees to subsidiaries) 47,055.61

Total guaranteed amount as of the End of the Reporting Period (A) (excluding guarantees to subsidiaries) 40,826.75

Guarantee provided by the Company and its subsidiaries to subsidiaries
Total amount of guarantees to subsidiaries during the Reporting Period 252,256.21
Total amount of guarantees to subsidiaries as of the End of the Reporting Period (B) 303,465.01
Total guaranteed amount of the Company (including guarantees to subsidiaries)
Total guaranteed amount (A+B) 344,291.76
Percentage of total guaranteed amount in the Company's net assets (%) 15.21]
In which:
Amount of guarantees provided to shareholders, de facto controllers and their related parties (C) 0
Amount of debt guarantee directly or indirectly provided to a guaranteed party with an asset-liability ratio exceeding
210,806.96

70% (D)

Portion of total guaranteed amount exceeding 50% of net assets (E) 0

Total guaranteed amount of the above three items (C+D+E) 210,806.96

Statement on the contingent joint liability that might be assumed in connection with outstanding guarantee N/A

Statement on guarantees

The above connected guarantees are detailed in Note XI 5(3) to the Financial Statements of this

report.
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(111) Entrusted cash asset management
1. Entrusted wealth management
(1) Overall situation of entrusted wealth management
oApplicable VN/A
Other information
oApplicable VN/A

(2) Single entrusted wealth management
oApplicable VN/A

Other information
oApplicable VN/A

(3) Provision for impairment of entrusted wealth management products
oApplicable VN/A

2. Entrusted loans
(1) Overall situation of entrusted loans
oApplicable VN/A

Other information
oApplicable VN/A

(2) Single entrusted loans
oApplicable VN/A

Other information
oApplicable VN/A

(3) Provision for impairment of entrusted loans
oApplicable VN/A

3. Other information
oApplicable VN/A

(IV) Other material contracts
oApplicable VN/A
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XIV. Progress of Proceeds Usage

VApplicable oN/A

)
JApplicable oN/A

Overall Usage of Proceeds

Unit: 10,000 Yuan

Total Progress of
Including: Net amount of investment cumulative Investment Percentage of Total amount
Sources Paid-in time of Total Amount of roceeds after Total amount of Adjusted total amount of investment as at amount investment of proceeds
of roceeds amount of proceeds P deductin proceeds proceeds proceeds as at | the end of the during the amount in the Wi'[?] change
proceeds P proceeds from over- iSSUANCE eX Snses commitments commitments (1) | the end of the Reporting earg( a) year (%) (5) = of usa eg
allotment P Reporting | Period (%) (3) | 7 @/(1) g
Period (2) =(2)/(1)
Others 16 Octorber 2018 ¥ 71,599.38 0.00 ¥66,974.02 ¥66,974.02 ¥66,974.02 ¥32,721.79 79.49 | ¥32,721.83 19.60 73,587.73
Others 26 September 2022 | USD$9,204 0.00 USD$8,930.00 USD$8,930.00 USD$8,930.00 0.00 - 0.00 - N/A
(1) Details of Investment Projects with Proceeds
\/Applicable oN/A
Unit: 10,000 Yuan
Progress of
Whether WI:ELher inv-ergttr?:en t cumulative Date when
involving Total amount Adjusted total Investment investment | the project
f h Sources id-in ti f proceeds £ d - amount of t the end h
Name of project Natu_re 0 anyg ange of Paid-in time o from (0] prqcee S investment an_”lount proceeds as at as at the en _reac es
project in proceeds commitments amount of during the of the intended
. proceeds over- - the end of the -
investment allotment for project proceeds (1) year Renortin Reporting usable
direction were used PEEO q (2% Period (%) status
®)=@)/Q)
Haibin Pharma Pingshan .
Pharmaceutical Industrialization Base | | oduction and No Others | 16 October 2018 No 85,000.00 90,000.00 |  5493.02 88,395.21 98.22 | December
Project construction 2023
New products R&D project R&D Yes Others | 16 October 2018 No 54,587.73 54,587.73 | 20,238.37 28,270.77 51.79 ;%”;ary
Haibin Pharma Pingshan Production and Januar
Pharmaceutical Industrialization Base . No Others 16 October 2018 No 16,000.00 16,000.00 6,358.94 11,533.74 72.09 y
X . construction 2024
Expansion Project
l'jr‘rg‘;gga“"” Platform Construction Others No Others | 16 October 2018 No 3,000.00 3,000.00 63151 1,135.79 37.86 | oery
Global R&D and Industrialization Plan | R&D No Others 26 September 2022 No USD$6,251.00 | USD$6,251.00 0.00 0.00 0.00 | N/A
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Construction of global product sales Production and
and after-sales network and service construction No Others 26 September 2022 No USD$893.00 USD$893.00 0.00 0.00 0.00 | N/A
system
Replenishment of working capital and | Operation No Others | 26 September 2022 No USD$1,786.00 | USD$1,786.00 0.00 0.00 0.00 | NIA
other general corporate purposes management

(continued)

Whether the ) Whether the S_pecmc reasons why ) Benefits or R&D \_Nhgt_her there was any
. - investment progress investment progress Benefits generated . . - significant change in the
Name of project project has been A h . achievements achieved in the - - Surplus Balance
was in line with the fell short of scheduled during the year - feasibility of project? If so,
completed project - .
planned progress plan please describe details.

. . . Relevant respiratory

'I_I']Z'ES';izn{;;r:;gnpggssehg?;ggrmaceu“Cal Yes Yes N/A 54,658.86 | formulation products have No 285.38
J started production and sales

New products R&D project No Yes N/A - |- No -
Haibin Pharma Pingshan Pharmaceutical
Industrialization Base Expansion Project No No Note e No )
Information Platform Construction Project No Yes N/A - |- No -
Global R&D and Industrialization Plan No Yes N/A - |- No -
Construction of global prodgct sales and No Yes N/A N No )
after-sales network and service system
Replenishment of working capital and No Yes N/A N No )
other general corporate purposes

Note: The project progress is affected by the delivery time of imported equipment purchases and the company's progress in registering new products under research, causing the progress of
investment has not met the planned schedule.

(111) Changes in or termination of investment of proceeds during the Reporting Period

VApplicable oN/A

Unit: Yuan Currency: RMB

Total investment
Name of Total amount of Name of Amount of proceeds used for - - . . .
: amount of proceeds - I - - . Description of decision-making procedures and information
project before proceeds before before project after Reasons for change/termination replenishing working capital disclosure
change change/termination - change after change/termination
change/termination
In order to adapt to the latest research On 28 December 2023, the Company held the 36th Meeting of
and development status of the the 8th Session of the Board and the 28th Meeting of the 8th
New Company and enhance the efficiency Session of the Supervisory Committee, which considered and
New products 5458773 28.970.77 products of proceeds usage, the Company N/A approved the Proposal on Adjusting the Investment Content of
R&D project R T R&D added new innovative drugs for the Certain Projects Invested with Proceeds. See the Announcement
project respiratory system, analgesia and on Adjusting the Investment Content of Certain Projects
other aspects into its new product Invested with Proceeds of Joincare Pharmaceutical Group
research and development projects. Industry Co., Ltd. (No. 2023-144) for details.
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(1V) Other information on the usage of proceeds during the Reporting Period
1. Previous investment and replacement of projects invested with proceeds
VApplicable oN/A

Pursuant to the Proposal on Replacing Self-raised Funds Previously Invested in Projects with Proceeds
considered and approved at the 3rd Meeting of the 7th Session of the Board on 29 October 2018, it was
agreed that the Company could use the proceeds of RMB215.3282 million to replace self-raised funds
previously invested in projects. The replacement with proceeds did not exceed six months from the date
of payment of such proceeds, which complied with relevant laws and regulations, and did not affect the
normal progress of the projects invested with the proceeds. There was no disguised change in the
investment direction of proceeds, nor would it harm the interests of shareholders. Minsheng Securities Co.,
Ltd., the sponsor of the Company, has issued the Opinions on the Verification of Replacing Self-raised
Funds Previously Invested in Projects with Proceeds by Joincare Pharmaceutical Group Industry Co., Ltd.

The companies implementing such projects have completed the replacement of self-raised funds
previously invested in projects of RMB215.3282 million with the proceeds in December 2018.

2. Information on temporary replenishment of working capital with idle proceeds
VApplicable oN/A

(1) Pursuant to the Proposal on the Temporary Replenishment of Working Capital with Idle Proceeds
considered and approved at the 21st Meeting of the 8th Session of the Board and the 18th Meeting of the
8th Session of the Supervisory Committee of the Company on 29 December 2022, it was agreed that the
Company temporarily replenished the working capital with no more than RMB500 million of idle proceeds
from 1 January 2023 to 31 December 2023 so as to improve the use efficiency of proceeds and reduce
financial expenses of the Company. For details, please refer to the “Announcement on the Temporary
Replenishment of Working Capital with Certain Idle Proceeds of Joincare Pharmaceutical Group Industry
Co., Ltd.” (Lin 2022-146).

As at the end of 2023, the Company has recovered all idle proceeds of the company allocated for temporary
replenishment of working capital

(2) Pursuant to the Proposal on the Temporary Replenishment of Working Capital with Idle Proceeds
considered and approved at the 36th Meeting of the 8th Session of the Board and the 28th Meeting of the
8th Session of the Supervisory Committee of the Company on 28 December 2023, it was agreed that the
Company temporarily replenished the working capital with no more than RMB200 million of idle proceeds
from 1 January 2024 to 31 December 2024 so as to improve the use efficiency of proceeds and reduce
financial expenses of the Company. For details, please refer to the “Announcement on the Temporary
Replenishment of Working Capital with Certain Idle Proceeds of Joincare Pharmaceutical Group Industry
Co., Ltd.” (Lin 2023-145).

As at the disclosure date of this report, the balance of the Company’s idle proceeds of the company
allocated for temporary replenishment of working capitall was RMB200 million.

3. Cash management of idle proceeds and investment in relevant products
oApplicable YN/A

4. Information on using the proceeds from over-allotment to permanently replenish working

capital or repay bank loans
oApplicable YN/A
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5. Others
VApplicable oN/A

(1) Information on using bank acceptance bills to pay for projects invested with proceeds

Pursuant to the Proposal on the Payment of Projects Invested with Proceeds with Bank Acceptance Bills
and the Equal Replacement with Proceeds considered and approved at the 25th Meeting of the 7th Session
of the Board on 7 May 2020, it was agreed that during the implementation of projects invested with
proceeds, the Company could use bank acceptance bills (or endorsed transfer) to pay for the amount
relating to projects invested with the proceeds and could transfer an equal amount of capital from the
special account of proceeds to replenish working capital. For details, please refer to the “Announcement
on the Payment of Projects Invested with Proceeds with Bank Acceptance Bills and the Equal Replacement
with Proceeds of Joincare Pharmaceutical Group Industry Co., Ltd.” (Lin 2020-054).

As at 31 December 2023, the Company’s cumulative amount of bank acceptance bills used to pay for
projects invested with the proceeds was RMB188.3598 million, and the cumulative amount for the equal
replacement with the proceeds was RMB152.4169 million.

(2) Usage of Unutilized proceeds

The Haibin Pharma Pingshan Pharmaceutical Industrialization Base Project plans to use proceeds of
RMB900 million. As at 31 December 2023, the cumulative used proceeds were RMB883.9521 million,
and the acceptance bills remaining to be replaced were RMB4.7437 million, the unpaid balance was
RMB11.4584 million, and the unutilized proceeds were RMB2.8538 million (including interest income)
accounted for 0.32% of the committed investment amount for the project. For the funds required for the
replacement of bank accepted bills and the unpaid balance, the Company will continue to deposit it in the
special account of proceeds and make payment according to actual needs. For the unutilized proceeds
(including interest income, the specific amount shall be subject to actual use), Company will use it for the
Haibin Pharma Pingshan Pharmaceutical Industrialization Base Expansion Project. According to the
Regulatory Guideline for Self-regulation of Listed Companies No.1-Standardized Operation released by
Shanghai Stock Exchange, upon the completion of a single project invested with the proceeds, a listed
company may use the unutilized proceeds (including interest income) for other projects invested with the
proceeds only after the consideration and approval by the Board and the expressed consent from
independent directors, sponsors and he Supervisory Committee. The company shall publish an
announcement in a timely manner after the consideration and approval by the Board. If the unutilized
proceeds (including interest income) are less than RMB1 million or 5% of total proceeds commitments of
the project, the company may be exempted from the procedures set out in the preceding paragraph, and
shall disclose the usage of proceeds in its annual report.

XV. Other significant matters having significant influence on the value judgment and decisions of
investors
VApplicable oN/A

1. Matters about share cancellation and share repurchase
(1) Share Cancellation

On 10 February 2020, the Company held the twenty-first meeting of the seventh session of the Board of
Directors, at which it considered and approved proposals including the Proposal for the Repurchase of
Shares through Centralized Price Bidding; The Company planned to repurchase the shares of the Company
with its own funds through centralized price bidding with the total fund of not less than RMB150 million
(inclusive) and not more than RMB300 million (inclusive). The share repurchase price was not more than
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RMB15 per share (inclusive), and the repurchase period was set as not more than 12 months from the date
on which repurchase plan was considered and approved by the Board of Directors. The repurchased shares
shall be used for employee stock ownership plans and share incentive plans, with 40% of the repurchased
shares allocated to employee stock ownership plans and 60% allocated to share incentive plans.

The implementation of the share repurchase plan had been completed by the Company on 12 July 2020,
and 19,890,613 shares of the Company, accounting for 1.02% of the total share capital (1,947,537,633
shares) of the Company at that time, were repurchased through centralized price bidding. Pursuant to the
arrangement for use of repurchased shares mentioned above, on 4 August 2021, the Company transferred
2,430,800 shares previously repurchased and held in special securities account for repurchases to the
account of the Company for first phase ownership scheme by non-trading transfer. As of the end of 2022,
the number of shares previously repurchased and held in special securities account for repurchases is
17,459,813.

Pursuant to the relevant requirements of the Company Law ( (‘A &]7£) ), the Self-regulatory Guidelines
for the Companies Listed on the Shanghai Stock Exchange No.7-Repurchase of Shares ( {_LW#ES2E

G L aw BN S5 7 5—RIWRL 1)) and share repurchase plan of the Company, the shares
were repurchased for employee stock ownership plans and share incentives, and if the repurchased shares
are not fully utilized by the Company within 36 months after the completion of the share repurchase, the
unutilized shares repurchased shall be cancelled.

The twenty-fifth meeting of the eighth session of the Board of Directors and the first extraordinary general
meeting of 2023 were convened by the Company on 28 April 2023 and 19 May 2023, respectively, at
which the Resolution on the Cancellation of Treasury Shares Previously Repurchased was considered and
approved. As the three-year term for the share repurchase conducted by the Company in 2020 will expire
soon and the Company has no plan to use remaining shares held in special securities account for
repurchases for share incentive plans or employee stock ownership plans in the near future, it was agreed
that the Company should cancel the remaining 17,459,813 shares previously repurchased and held in
special securities account for repurchases.

On 4 July 2023, the aforesaid remaining shares and the special securities account for repurchase were
cancelled by the Shanghai Branch of China Securities Depository and Clearing Company Limited. Upon
the completion of the share cancellation, the total share capital of the Company changed from
1,929,189,374 shares to 1,911,729,561 shares.

(2) Share Repurchase

Pursuant to the Resolution on Share Repurchase Scheme by Way of Centralized Bidding Transactions and
other resolutions considered and approved at the 17th Meeting of the 8th Session of the Board and the
2022 Fourth Extraordinary General Meeting of the Company on 14 October 2022 and 18 November 2021,
it was approved that the Company repurchased company shares by way of centralized bidding transactions
with its own funds, and the repurchased shares will be used to reduce the registered capital; the total
amount of repurchase funds should be no less than RMB300 million (inclusive) and no more than RMB600
million (inclusive); the repurchase price should be no more than RMB16/share (inclusive); the repurchase
term should be from 18 November 2022 to 17 November 2023. For details, please refer to the
“Announcement of Joincare Pharmaceutical Group Industry Co., Ltd. on the Share Repurchase Scheme
by Way of Centralized Bidding Transactions” (Lin 2022- 121) and the “Repurchase Report of Joincare
Pharmaceutical Group Industry Co., Ltd. on Share Repurchase by Way of Centralized Bidding
Transactions” (Lin 2022-137).

On 14 December 2022, the Company initially repurchased 348,400 shares by way of centralized bidding
transactions, representing 0.02% of the total share capital of the Company. For details, please refer to the
“Announcement of Joincare Pharmaceutical Group Industry Co., Ltd. on Initial Share Repurchase by Way
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of Centralized Bidding Transactions” (Lin 2022-144).

As at 27 October 2023, the Company has repurchased a total of 49,706,643 shares by way of centralized
bidding transactions, representing 2.60% of total share capital (1,912,734,363 shares) of the Company,
with the total amount paid was RMB599,914,693.93 (including handling fee). Accordingly, the Company
has completed the repurchase. For details, please refer to the “Announcement of Joincare Pharmaceutical
Group Industry Co., Ltd. on Implementation Results of Share Repurchase and Share Changes” (Lin 2023-
120).

Upon application by the Company, the above shares were cancelled on 31 October 2023 at the Shanghai
Branch of China Securities Depository and Clearing Corporation Limited. Upon the completion of the
share cancellation, the total share capital of the Company changed from 1,912,734,363 shares to
1,863,027,720 shares.

2. GDRs of the Company issued and listed on the SIX Swiss Exchange

On 26 September 2022, the Company’s GDRs were listed on the SIX Swiss Exchange in an offering of
6,382,500 GDRs representing 63,825,000 underlying A shares, representing 3.31% of the Company’s total
share capital at that time, at an issue price of USD$14.42 per GDR, with the final gross proceeds of
approximately USD$92.04 million.

The lock-up restriction period for the redemption of the GDRs issued by the Company is from 26
September 2022 (Swiss time) to 23 January 2023 (Swiss time). As 23 January 2023 falls in the Chinese
New Year holiday, the transfer and settlement of A shares in relation to the cross-border conversion of
GDRs cannot proceed during the period from 23 January to 27 January 2023. In accordance with the
relevant regulations on stock connect, the GDRs with the expiry of the lock-up restriction period for the
redemption can be converted into A shares of the Company from 30 January 2023 (Beijing time). As of
the closing of the Shanghai Stock Exchange on 30 January 2023, the number of A shares of the Company
represented by the outstanding GDRs was less than 50% of the number of underlying A shares represented
by the GDRs actually issued by the Company as approved by the CSRC.

The proceeds from the Company’s issuance of GDRs, after deducting the issuance fees, are intended for
the business development and strategic investments of the Company, aimed at improving the Company's
capabilities of global research and development, industrialization and commercialization, thus further
deepening the international business presence and replenishing the working capitals of the Company. For
details about deposit and actual use of GDR proceeds in 2023, please refer to the Special Report of Joincare
Pharmaceutical Group Industry Co., Ltd. on Deposit and Actual Utilization of Proceeds for 2023 disclosed
by the Company on 3 April 2024.

3. Overall relocation and expansion project of Sichuan Guangda

On 6 March 2019, after review and approval by the Board of the Livzon Group, the controlling subsidiary
of the Company, considered and approved that Livzon Group entered into the Investment Agreement for
the “Overall Relocation and Expansion Project of Sichuan Guangda Pharmaceutical Manufacturing”( (/U
JIG Rl 25 B ARG I B H R F WX ) ) (the “Investment Agreement”) and the
“Supplemental Agreement I with Sichuan Chengdu Pengzhou Municipal People's Government”(PU J1| 44
AR T 20 T N U, Pursuant to the Investment Agreement, the Livzon Group will inject capital of
RMB646 million for investment in construction of the overall relocation and expansion project (the
“Project”) of Sichuan Guangda, a wholly-owned subsidiary of the Company. Pursuant to the Supplemental
Agreement I, Pengzhou Municipal People's Government has agreed to pay a compensation for demolition
of RMB90 million and grant total incentive of not more than RMB125.8 million for the construction of
new plantsto the Company.

As at 31 December 2023, the total investment of the specific contracts entered into for the Project
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amounted to RMB548.5066 million, and the sum of subsidies received from government authorities at
various levels amounted to RMB174.4317 million. All construction work of the overall relocation and
expansion project have been completed and put into use on 12 July 2023.

4. Proposed Spin-Off and Listing of Livzon Diagnostics

On 10 November 2023, through comprehensively considering the changes in the capital market
environment, the Company’s own operating conditions and its future business strategy positioning and
making overall arrangements for business development and capital operation planning, the Board of the
Livzon considered and approved the termination of the preparation for the spin-off and listing of Livzon
Diagnostics on the ChiNext Board of the Shenzhen Stock Exchange (the “Termination of the Spin-off™),
and the application for listing of Livzon Diagnostics on the National Equities Exchange and Quotations
(NEEQ) (the “Proposed Spin-off on NEEQ”). After the listing, Livzon Diagnostics will seek listing on the
Beijing Stock Exchange as and when appropriate.

On 8 December 2023, the Livzon was notified by the Hong Kong Stock Exchange that the Listing
Committee of the Hong Kong Stock Exchange has agreed that the Company may proceed with the
Proposed Spin-off on NEEQ under Practice Note 15 of the Hong Kong Listing Rules and has agreed to
grant a waiver from strict compliance with the applicable requirements in relation to the assured
entitlement under paragraph 3(f) of Practice Note 15 of the Hong Kong Listing Rules in connection with
the Proposed Spin-off on NEEQ.

On 12 January 2024, the Termination of the Spin-off and the Proposed Spin-off on NEEQ were considered
and approved at the 2024 first extraordinary general meeting of the Livzon.

As at the disclosure date of the Report, Livzon Diagnostics has not submitted any other application or
filing to the National Equities Exchange and Quotations Co., Ltd. and the relevant regulatory authorities
of the PRC.
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Chapter 7 Changes in Equity and Shareholders

I. Changes in Share Capital
(1) Table of changes in shares
1. Table of changes in shares

Unit: shares

Before the current change

Increase/decrease (+, -) due to the current chang

After the current change

Number

Percentage
(%)

Issuance of
new shares

Issuance
of bonus
shares

Conversion
of capital
reserve to

share capital

Others

Subtotal

Number

Percentage
(%)

1. Shares subject to
selling restrictions

0

1. Shares held by
state government

2. Shares held by
state-owned
entities

3. Shares held by
other domestic
holders

Of which: Shares
held by domestic
non-state-owned
entities

Shares held
by domestic
natural persons

4. Shares held by
foreign holders

Including: Shares
held by foreign
entities

Shares held
by foreign natural
persons

11. Shares without
selling restrictions

1,929,189,374

100

3,500,889

-67,166,456

-63,665,567

1,865,523,807

100

1. Ordinary shares
denominated in
Renminbi

1,929,189,374

100

3,500,889

-67,166,456

-63,665,567

1,865,523,807

100

2. Domestically
listed foreign
shares

3. Overseas listed
foreign shares

4. Others

111. Total number
of shares

1,929,189,374

100

3,500,889

-67,166,456

-63,665,567

1,865,523,807

100

2.Explanations on changes in shares
VApplicable oN/A

(1) The Cancellation of the Treasury Shares Previously Repurchased

The twenty-fifth meeting of the eighth session of the Board of Directors and the first extraordinary general
meeting of 2023 were convened by the Company on 28 April 2023 and 19 May 2023, respectively, at
which the Resolution on the Cancellation of Treasury Shares Previously Repurchased was considered and
approved. As the threeyear term for the share repurchase conducted by the Company in 2020 will expire
soon and the Company has no plan to use remaining shares held in special securities account for
repurchases for share incentive plans or employee stock ownership plans in the near future, it was agreed
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that the Company should cancel the remaining 17,459,813 shares previously repurchased and held in
special securities account for repurchases. The cancellation of shares was completed upon July 4, 2023.

(2) Share repurchase for cancellation

From 18 Novemmber 2022 to 17 November 2023, the Company expected to repurchase shares at a price
of no more than RMB16 per share (inclusive) (The company adjusted the upper limit of the repurchase
price to RMB15.82 per share after the Implementation of 2022 Profit Distribution) and the total amount
of repurchase funds shall be not less than RMB300 million (inclusive) and not more than RMB600 million
(inclusive). The repurchased shares will be used to reduce the Company's registered capital. The Company
has repurchased a total of 49,706,643 shares as of 27 October 2023, and cancelled such shares with the
Shanghai Branch of China Securities Depository and Clearing Corporation Limited on 31 October 2023.

(3) Exercise of Rights under Share Options Incentive Scheme

The number of share options for the First Exercise Period of the First Grant under the 2022 Share Options
Incentive Scheme of the Company was 18,832,000, with the exercise period from 5 September 2023 to 4
September 2024. As at 31 December 2023, during the exercise period of the first grant under the 2022
Share Options Incentive Scheme of the Company, the cumulative number of options completing share
transfer registration through voluntary exercise at the Shanghai Branch of China Securities Depository
and Clearing Corporation Limited was 3,500,889 shares.

3.The influence of changes in shares on financial indicators such as earnings per share and net assets
per share in the most recent year and the most recent Reporting Period (if applicable)

oApplicable VN/A

4.0ther information disclosed as the Company deems necessary or required by the securities
regulatory authority

oApplicable VN/A

(I1) Changes in shares subject to selling restrictions
oApplicable VN/A

I1. Issuance and Listing of Securities
(1) Securities issued during the Reporting Period
oApplicable VN/A

Explanations on securities issuance during the Reporting Period (list separately bonds with different
interest rates during the duration):
oApplicable VN/A

(I1) Changes in total number of shares, shareholding structure, and structure of assets and liabilities
of the Company

oApplicable VN/A

(111) Outstanding shares granted under the employee share ownership scheme
oApplicable VYN/A

I11. Information on Shareholders and the De Facto Controller
(1) Total number of shareholders

Total number of shareholders of ordinary shares as of the End of the

- . 77,355
Reporting Period
Total number of shareholders of ordinary shares as of the end of the 78,332
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month immediately prior to the publish date of this annual report

Total number of holders of preferred shares with voting rights
restored as of the end of the reporting period (shareholder)

Total number of shareholders of preferred shares with voting rights
restored as at the end of the month immediately preceding the
disclosure date of the annual report (shareholder)

(I1) Shares held by top 10 shareholders and top 10 holders of tradable shares (or shares without
selling restrictions) as of the End of the Reporting Period

Unit: shares
Shareholdings of the Top 10 shareholders
(excluding shares lent through refinancing business)
Number of Pledge, mark or lock-up
Change Number of shares
Name of shareholder (Full during the shares held at Percentage held Nature of
name) Reporting the end of the (%) subject to Share status Number shareholder
Period Period selling
restrictions
Shenzhen Baiyeyuan Domestic
Investment Co., Ltd.* (R 17,380,900 895,653,653 48.01 0 Pledge 75,679,725 | non-state-
EOYREEE A R A #]) owned entity
Hong Kong Securities Clearing
. -31,744,461 81,511,706 4.37 0 Unknown Unknown
Company Limited
. . Foreign
Might Seasons Limited -21,557,735 35,929,699 1.93 0 Unknown entity
Perseverance Asset
Management L.L.P-Gaoyi 16,201,348 17,161,348 0.92 0 Unknown Unknown
Xiaofeng No. 2 Zhixin Fund
China Foreign Economy and
Trade Trust Co., Ltd.—Foreign
Trust-Gaoyi Xiaofeng 15,717,148 16,677,148 0.89 0 Unknown Unknown
Hongyuan Collection Fund
Trust Plan
Huaxia Life Insurance Co., Ltd.
. 3,453,500 12,729,218 0.68 0 Unknown Unknown
-Proprietary
Abu Dhabi Investment Foreign
. 4,281,487 10,201,829 0.55 0 Unknown .
Authority entity
CPIC Fund -China Pacific Life
Insurance Co., Ltd. -with-profit
insurance-CPIC Fund China
. . . 6,114,029 10,135,762 0.54 0 Unknown Unknown
Pacific Life Equity Relative
Income (Guaranteed Dividend)
single assets management plan
Joincare Pharmaceutical Group
Industry Co., Ltd. — the Third
Phase Ownership Scheme
. 9,370,400 9,370,400 0.50 0 Unknown Others
under Medium to Long-term
Business Partner Share
Ownership Scheme
Bank of Shanghai Co., Ltd.—
Yinhua CSI Innovative Drug
Industry Trading Open-end 4,780,100 8,458,496 0.45 0 Unknown Unknown
Index Securities Investment
Fund
Shareholdings of the Top 10 shareholders without selling restrictions
Number of tradable shares held Class and number of shares
Name of shareholder ) . -
without selling restrictions Class Number

148




Joincare Pharmaceutical Group

Annual Report 2023

Shenzhen Baiyeyuan Investment Co., Ltd.* (3]
AR EH B A E])

895,653,653

Ordinary shares denominated in Renminbi

895,653,653

Hong Kong Securities Clearing Company Limited

81,511,706

Ordinary shares denominated in Renminbi

81,511,706

Might Seasons Limited

35,929,699

Ordinary shares denominated in Renminbi

35,929,699

Perseverance Asset Management L.L.P-Gaoyi
Xiaofeng No. 2 Zhixin Fund

17,161,348

Ordinary shares denominated in Renminbi

17,161,348

China Foreign Economy and Trade Trust Co.,
Ltd.—Foreign Trust-Gaoyi Xiaofeng Hongyuan
Collection Fund Trust Plan

16,677,148

Ordinary shares denominated in Renminbi

16,677,148

Huaxia Life Insurance Co., Ltd. -Proprietary

12,729,218

Ordinary shares denominated in Renminbi

12,729,218

Abu Dhabi Investment Authority

10,201,829

Ordinary shares denominated in Renminbi

10,201,829

CPIC Fund -China Pacific Life Insurance Co.,
Ltd. -with-profit insurance-CPIC Fund China
Pacific Life Equity Relative Income (Guaranteed
Dividend) single assets management plan

10,135,762

Ordinary shares denominated in Renminbi

10,135,762

Joincare Pharmaceutical Group Industry Co., Ltd.
— the Third Phase Ownership Scheme under
Medium to Long-term Business Partner Share
Ownership Scheme

9,370,400

Ordinary shares denominated in Renminbi

9,370,400

Bank of Shanghai Co., Ltd. — Yinhua CSI
Innovative Drug Industry Trading Open-end
Index Securities Investment Fund

8,458,496

Ordinary shares denominated in Renminbi

8,458,496

Notes on the special repurchase account among
the Top 10 shareholders

Not applicable

Description of the above shareholders involved in
entrustment/entrusted voting right and waiver of
voting right

Not applicable

Description of connection or acting-in-concert
relationship of the above shareholders

There was no connection or acting-in-concert relationship between Shenzhen Baiyeyuan Investment
Co., Ltd., a controlling shareholder of the Company, and other shareholders; whether there is connection

or acting-in-concert relationship amo

ng other shareholders is unknown.

Explanation of Preferred Shareholders and Their
Holdings Following the Restoration of Voting
Rights

Not applicable

Shares lent by the Top 10 shareholders by participating in the refinancing business

VApplicable oN/A

Unit: shares

Shares lent by the Top 10 shareholders by participating in the refinancing business

Name of shareholder
(Full name)

Number of shares held in
ordinary and credit accounts at
the beginning of the Period

Number of shares lent through

Period

refinancing business and not yet
returned at the beginning of the

Number of shares held in
ordinary and credit accounts at
the end of the Period

Number of shares lent
through refinancing
business and not yet

returned at the end of the
Period

Total number

Proportion

Total number

Proportion

(*0) (%)

Total number | Proportion (%)

Total Proportion
number (%)

Shenzhen Baiyeyuan
Investment Co., Ltd.*

(BRI & bl
ARAR)

878,272,753

45.53 17,380,900 0.9

0 895,653,653 48.01

Bank of Shanghai Co.,
Ltd.—Yinhua CSI
Innovative Drug
Industry Trading
Open-end Index
Securities Investment
Fund

3,678,396

0.19 542,600 0.03 8,458,496 0.45

10,000 0.001

Changes shareholdings of the Top 10 shareholders compared with the previous period
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VApplicable tN/A

Unit: shares

Changes shareholdings of the Top 10 shareholders compared with the end of the previous period

Name of shareholder (Full
name)

New / withdrawn
shareholdings
during the
Reporting Period

Number of shares lent through
refinancing business and not
yet returned at the end of the

Period

Number of shares held by shareholders
in ordinary and credit accounts, and
lent through refinancing business and
not yet returned at the end of the
Period

Proportion

Total number (%)

Total number Proportion (%)

Perseverance Asset
Management L.L.P—Gaoyi
Xiaofeng No. 2 Zhixin Fund

New

17,161,348 0.92

China Foreign Economy and
Trade Trust Co., Ltd.—Foreign
Trust-Gaoyi Xiaofeng
Hongyuan Collection Fund
Trust Plan

New

16,677,148 0.89

CPIC Fund -China Pacific Life
Insurance Co., Ltd. -with-profit
insurance-CPIC Fund China
Pacific Life Equity Relative
Income (Guaranteed Dividend)
single assets management plan

New

10,135,762 0.54

Joincare Pharmaceutical Group
Industry Co., Ltd. — the Third
Phase Ownership Scheme
under Medium to Long-term
Business Partner Share
Ownership Scheme

New

9,370,400 0.50

Bank of Shanghai Co., Ltd.—
Yinhua CSI Innovative Drug
Industry Trading Open-end
Index Securities Investment
Fund

New

10,000 0.001

8,468,496 0.45

Citibank, National Association

withdrawn

230 0.00

Agricultural Bank of China
Limited —CSI 500 Exchange
Traded Index Securities
Investment Fund

withdrawn

1,509,200 0.08

6,564,974 0.35

He Zhong

withdrawn

401,100 0.02

Joincare Pharmaceutical Group
Industry Co., Ltd. — the
Second Phase Ownership
Scheme under Medium to
Long-term Business Partner
Share Ownership Scheme

withdrawn

6,275,372 0.34

Bosera Funds Management
Co., Ltd.-419 portfolio of
social security funds

withdrawn

2,962,569 0.16

Number of shares held by the Top 10 shareholders with selling restrictions and the description of

the selling restrictions
oApplicable VN/A

(I11) Strategic investors or general legal persons who became top 10 shareholders as a result of
allotment of new shares

oApplicable VYN/A

IV. Information on the Controlling Shareholder and the De Facto Controller
(1) Information on the Controlling shareholder

1. Legal person
VApplicable oN/A

Name

Shenzhen Baiyeyuan Investment Co., Ltd.* (RN T7 E L JEIEH A BR A =)

Person in charge of the unit or legal

Zhu Baoguo
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representative

Date of incorporation 21 January 1999

Investment in industry, domestic commerce, and material supply and

Principal business marketing industry

Equity held in other domestic and | Except for the daily trading of securities assets in the secondary market,
overseas listed companies during the | Baiyeyuan did not hold or participate in the equity of other domestic and
Reporting Period overseas listed companies during the Reporting Period.

Others Not applicable

2.Natural person
oApplicable VN/A

3.Special statement if the Company does not have a controlling shareholder
oApplicable VN/A

4.Statement on changes in controlling shareholders during the Reporting Period
oApplicable VN/A

5.Block diagram describing controlling shareholders' ownership of and control over the Company
VApplicable oN/A

Zhu Baoguo Liu Guangxia

90% 10%

Shenzhen Baiyeyuan Investment Co., Ltd.

48.01%

Joincare Pharmaceutical Group Industry Co., Ltd.

(11) Information on the de facto controller
1.Legal person
oApplicable VN/A

2.Natural person
Applicable oN/A

Name Zhu Baoguo

Nationality China

Hold the right of residence in other countries No

or regions or not

Main occupation and position Chairman of the Company and Livzon Group

Domestic and overseas listed companies | Except for the Company and Livzon Group, Mr. Zhu Baoguo has never
controlled in the past 10 years controlled any other domestic and overseas listed companies

3.Special statement if the Company does not have a de facto controller
oApplicable VYN/A

4.Statement on change of control of the Company during the Reporting Period
oApplicable VYN/A
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5.Block diagram describing de facto controllers' ownership of and control over the Company
VApplicable oN/A

Zhu Baoguo Liu Guangxia

90% 10%

Shenzhen Baiyeyuan Investment Co., Ltd.

48.01%

Joincare Pharmaceutical Group Industry Co., Ltd.

6.De facto controller controls the Company through trust or other asset management methods
oApplicable VN/A

(111) Other information on the controlling shareholder and the de facto controllers
oApplicable VN/A

V. Cumulative Number of Shares Pledged by Controlling Shareholders or the Largest Shareholder
of the Company and Their Persons Acting in Concert Accounts for More Than 80% of the Shares
Held by Them in the Company

oApplicable VN/A

V1. Other Corporate Shareholders Holding More Than 10% Shares
oApplicable VN/A

VII. Explanation on Restrictions on Share Selling
oApplicable VN/A

VIII. Information on Implementation of Share Repurchases Plans during the Reporting Period
VApplicable oN/A

Unit: 10,000 Yuan Currency: RMB

Name of share repurchase plan Plan on share repurchase by centralized bidding

Disclosure date of share repurchase plan 17 October 2022
Number of shares to be repurchased and its
percentage in total share capital (%)
Proposed repurchase amount 30,000~60,000
12 months after the date when the share repurchase plan is
approved at the general meeting
Purpose of repurchase To reduce registered capital of the Company
Repurchased number (shares) 49,706,643
Percentage of repurchased shares in the target shares
under share incentive scheme (%) (if any)
The progress of the Company's reduction of
repurchased shares by centralized bidding

0.97~1.95

Proposed repurchase period

Not applicable

Not applicable
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Chapter 8 Information on Preferred Shares

oApplicable VN/A
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Chapter 9 Information on Bonds

I. Corporate Bonds, Debentures and Debt Financing Instruments Issued by Non-Financial Entities
oApplicable VN/A

I1. Convertible Corporate Bonds
oApplicable VN/A

154



Joincare Pharmaceutical Group Annual Report 2023

Chapter 10 Financial Statements

I Auditor’s report

Applicable oN/A

GTCNSZ (2024) NO.442A006709

To all shareholders of Joincare Pharmaceutical Group Industry Co., Ltd.:
I. Auditor's Opinion

We have audited the financial statements of Joincare Pharmaceutical Group Industry Co., Ltd.
(fi B oo 25 b 45 ] B 4 A R A &) (the “Group™), which comprise the Consolidated and
Company balance sheets as at 31 December 2023, and the Consolidated and Company income
statements, the Consolidated and Company cash flow statements, the Consolidated and
Company statements of changes in shareholders' equity for the year ended 2023, and notes to

the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the Consolidated and Company financial positions as at 31 December 2023, and their financial
performance and their cash flows for the year then ended in accordance with the requirements

of Accounting Standards for Business Enterprises.

I1. Basis for Opinion

We conducted our audit in accordance with China Standards on Auditing. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the
Financial Statements section of our report. We are independent of the Company and have
fulfilled our other ethical responsibilities in accordance with the China Code of Ethics for
Certified Public Accountants. We believe that the audit evidence we have obtained is sufficient

and appropriate to provide a basis for our opinion.

II1. Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements for the current year. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming our

opinion thereon, and we do not provide a separate opinion on these matters.

(I) Revenue recognition
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For relevant disclosure, please refer to Note III. 29 and Note V. 43 to the financial

statements.
1. Description of the matter

The Group generated revenue from primary operation in year ended 31 December 2023
were RMB 16,521.72 million. We identified revenue recognition as a key audit matter due
to the materiality of revenue to the financial statements as a whole and the risk of material

misstatement as to the occurrence and accuracy for in the appropriate accounting period.
2. Addressed in the context of our audit

(1) We obtained an understanding of and assessed the Company management's design and

operating effectiveness of key internal controls over revenue recognition.

(2) We obtained the contracts signed between the Company and its customers and verified the
key terms of the contracts, such as shipment and acceptance, payment and settlement, exchange

and return policies.

(3) We inquired about the business registration information of the Company's customers and
asked relevant personnel of the Company in order to confirm whether there was an affiliated
relationship between the Company and its customers; obtained an understanding of the reasons
for customer changes and contract performance among others; counted and analyzed end sales
of products purchased by selected customers from the Company based on the business system

of the Company's directly connected customers.

(4) We obtained records of returns and exchanges in the Company's business system and
checked them to confirm whether there were significant abnormalities that affected revenue

recognition.

(5) We selected samples from sales transaction records in 2023 to check contracts, purchase
orders, shipping documents, transportation documents, bookkeeping vouchers, payment
records, and periodic reconciliation letters, and performed external confirmation procedures on

major customer sales and accounts receivable.

(6) We performed analytical procedures for the reasonableness on changes in revenue by
considering the product type and factors such as market trends, industry trends, business

expansion plan as well as market data collected by third-party consultants.

(7) We selected samples of revenue transactions around the balance sheet date, reviewed sales
contracts, purchase orders, shipping documents, transportation documents, and bookkeeping

vouchers, and evaluated whether revenues were recorded in the appropriate accounting period.

(I1) Allowance for bad debts on accounts receivable
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For relevant disclosure, please refer to Note III. 10 and Note V. 4 to the financial statements
1. Description of the matter

As of 31 December 2022, the Group's closing balance of accounts receivable as reported in
the consolidated balance sheet was RMB2,779.25 million and the allowance for bad debts
was RMB 86.31 million which were material to the financial statements as a whole. The
management is required to apply significant accounting estimates and judgments in
assessing the expected recoverable amount of accounts receivable, which could have a
material impact on the financial statements if they were not collected on time or were not
recovered resulting in a bad debt loss. Therefore, we identified allowance for bad debts of

accounts receivable as a key audit matter.
2. Addressed in the context of our audit

(1) We obtained an understanding of and assessed the management's design and operating

effectiveness of key internal controls over the management of accounts receivable

(2) We obtained an understanding of the methodology and process of recognizing the
expected credit loss ratio and the key parameters and assumptions applied in the expected
credit loss model, including the method of assessing the customers' credit risk
characteristics for the grouping accounts receivable and the historical migration rate data
used in the expected loss ratio; evaluated whether the expected credit loss ratio was set by
taking into account and was appropriately adjusted for current economic conditions and
forward-looking information, and assessed the reasonableness of the estimate of the

allowance for bad debts.

(3) We obtained a schedule of allowance for bad debts on accounts receivable and checked
whether the calculation method was implemented in accordance with the policy for bad

debts; and recalculated the amount of allowance for bad debts to ensure its accuracy.

(4) We analysed the ratio of the closing balance of allowance for bad debts to accounts
receivable and compared the allowance for bad debts in the previous period to the actual
amount, and analyzed whether the allowance for bad debts on accounts receivable was

adequate.

(5) We evaluated the reasonableness of the allowance for bad debts by analyzing the aging
of accounts receivable and the reputation of customers, and performing audit procedures

such as audit confirmation and subsequent collection of receivables.

IV. Other Information

Management of the Company is responsible for the other information. The other information
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comprises the information included in the Company’s 2023 annual report, but does not include

the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not

express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to be

materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We have nothing to report in this

regard.

V. Responsibilities of Management and Those Charged with Governance for the Financial

Statements

Management of the Company is responsible for the preparation of the financial statements to
achieve fair presentation in accordance with Accounting Standards for Business Enterprises,
and for the design, implementation and maintenance of such internal control as management
determine is necessary to enable the preparation of the financial statements that are free from

material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intend to liquidate

the Company or to cease operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company's financial

reporting process.

VI. Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with auditing standards will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected

to influence the economic decisions of users taken on the basis of these financial statements.
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As part of an audit in accordance with auditing standards, we exercise professional judgment

and maintain professional skepticism throughout the audit. We also:

(1) Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the

override of internal control.

(2) Obtain an understanding of internal control relevant to the audit in order to design audit

procedures that are appropriate in the circumstances.

(3) Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by management.

(4) Conclude on the appropriateness of the management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company's ability to
continue as a going concern. If we conclude that a material uncertainty exists, the auditing
standards require us to draw attention to users of the financial statements in our auditor's report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditor's report. However, future events or conditions may cause the Company to cease to

continue as a going concern.

(5) Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and

events in a manner that achieves fair presentation.

(6) Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Company to express an opinion on the financial
statements. We are responsible for the direction, supervision and performance of the group audit.

We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant

deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,

and where applicable, related safeguards.
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From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the financial statements of the current
period and are therefore the key audit matters. We describe these matters in our auditor's report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be expected to outweigh the public

interest benefits of such communication.

Grant Thornton (Special General Partnership)  Certified Public Accountants ~ Wang Yuan
(The partner in charge of the auditing service project)

Certified Public Accountants Wang Qilai

Beijing, China 2 April 2024
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Il Financial statements

Consolidated Balance Sheet
December 31, 2023

Prepared by: Joincare Pharmaceutical Group Industry Co., Ltd.

Unit: Yuan Currency: RMB

Item | Note | December 31, 2023 | December 31, 2022
Current assets:
Cash and bank balances V.1 15,691,888,314.83 14,808,488,110.96
Financial assets held for trading V.2 82,899,154.24 109,015,664.98
Notes receivable V.3 1,941,200,568.00 1,959,985,016.85
Accounts receivable V.4 2,692,941,866.24 3,103,758,850.15
Receivables financing
Prepayments V.5 280,102,860.94 364,265,142.57
Other receivables V.6 46,010,624.61 52,535,740.14
Including: Interests receivable
Dividends receivable
Inventories V.7 2,655,808,391.09 2,561,869,999.57
Contract assets
Assets held-for-sale
Non-current assets due within one year V.8 406,376,425.44 54,048,611.11
Other current assets V.9 77,402,185.01 163,539,900.32
Total current assets 23,874,630,390.40 23,177,507,036.65
Non-current assets:
Debt investment
Other debt investment
Long-term receivables
Long-term equity investment V.10 1,411,036,353.95 1,419,882,594.59
Other equity instrument investments V.11 1,155,283,408.36 1,193,958,879.05
Other non-current financial assets
Investment properties V.12 16,958,213.00 6,191,475.43
Fixed assets V.13 5,664,352,555.97 5,265,200,110.91
Construction in progress V.14 531,059,118.06 811,300,068.96
Productive biological assets
Oil and gas assets
Right-of-use assets V.15 36,233,067.49 41,843,133.97
Intangible assets V.16 683,337,333.73 802,115,125.75
Development cost V.17 483,494,487.17 428,284,884.17
Goodwill V.18 636,339,503.82 614,468,698.73
Long-term prepaid expenses V.19 328,642,740.95 277,867,716.95
Deferred tax assets V.20 579,534,830.15 540,037,823.56
Other non-current assets V.21 957,224,255.77 1,156,772,182.99
Total non-current assets 12,483,495,868.42 12,557,922,695.06
Total assets 36,358,126,258.82 35,735,429,731.71
Current liabilities:
Short-term loans V.23 2,076,159,347.22 2,126,050,615.06
Financial liabilities held for trading V.24 86,817.12 755,634.43
Notes payable V.24 1,469,148,287.38 1,635,906,989.22
Accounts payable V.26 894,286,243.28 943,905,580.91
Receipts in advance
Contract liabilities V.27 159,082,637.65 292,977,730.74
Employee benefits payable V.28 399,466,473.91 573,010,571.46
Taxes payable V.29 410,202,854.09 337,702,273.73
Other payables V.30 3,682,604,038.73 3,680,334,360.88

Including: Interests payable
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Dividends payable

12,478,280.13

12,252,074.84

Liabilities held-for-sale

Non-current liabilities due within one year V.31 718,564,144.31 63,077,260.98
Other current liabilities V.32 51,087,001.83 101,276,714.35
Total current liabilities 9,860,687,845.52 9,754,997,731.76
Non-current liabilities:
Long-term loans V.33 3,122,273,278.99 3,230,844,042.88
Bonds payable
Lease liabilities V.34 15,422,948.41 23,482,486.07
Long-term payables
Long-term payroll payable
Estimated liabilities
Deferred income V.35 370,179,550.82 384,537,267.55
Deferred tax liabilities V.20 260,032,144.44 237,193,884.37
Other non-current liabilities V.36 90,000,000.00 84,000,000.00
Total non-current liabilities 3,857,907,922.66 3,960,057,680.87
Total liabilities 13,718,595,768.18 13,715,055,412.63
Owner's equity (or shareholder's equity):
Share capital V.37 1,865,523,807.00 1,929,189,374.00
Other equity instruments
Including: Preferred shares
Perpetual debts
Capital reserve V.38 1,601,720,087.71 2,343,693,215.99
Less: Treasury shares V.39 347,176,561.29
Other comprehensive income V.40 -12,246,131.22 4,704,473.53
Special reserve
Surplus reserve V.4l 859,046,203.77 734,766,581.50
Undistributed profits V.42 9,441,857,956.80 8,456,778,287.49

Total shareholders' equity attributable to
the parent

13,755,901,924.06

13,121,955,371.22

Minority shareholder's equity

8,883,628,566.58

8,898,418,947.86

Total owner's equity (or shareholder's
equity)

22,639,530,490.64

22,020,374,319.08

Total liabilities and owner's equity (or
shareholder’s equity)

36,358,126,258.82

35,735,429,731.71

Person-in-charge of the Company:

Zhu Baoguo
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accounting work: Qiu Qingfeng
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December 31, 2023

Prepared by: Joincare Pharmaceutical Group Industry Co., Ltd.

Balance Sheet of the Parent Company

Unit: Yuan Currency: RMB

Item

Note |

December 31, 2022

December 31, 2021

Current assets:

Cash and bank balances

2,216,321,523.93

3,148,933,185.29

Financial assets held for trading

Notes receivable

191,417,091.37

249,617,024.89

Accounts receivable

315,179,282.98

291,630,857.74

Receivable financing

Prepayments

142,404,994.03

542,966,676.99

Other receivables

686,367,834.30

785,307,024.78

Including: Interest receivable

Dividends receivable

519,999,500.00

544,999,500.00

Inventories

88,930,104.82

63,656,837.97

Contract assets

Assets held-for-sale

Non-current assets due within one
year

406,376,425.44

54,048,611.11

Other current assets

Total current assets

4,046,997,256.87

5,136,160,218.77

Non-current assets:

Debt investment

Other debt investment

Long-term receivables

Long-term equity investment

3,748,495,719.02

3,524,184,512.63

Other equity instrument
investment

161,234,048.68

141,562,064.27

Other non-current financial assets

Investment properties 6,191,475.43 6,191,475.43
Fixed assets 44,824,960.31 46,410,672.12
Construction in progress 8,212,014.32 15,330,867.65
Productive biological assets

Oil and gas assets

Right-of-use assets 3,440,952.82 7,570,096.21
Intangible assets 39,456,409.04 20,154,211.97

Development cost

139,141,503.86

92,797,615.87

Goodwill

Long-term prepaid expenses

10,365,585.94

552,795.74

Deferred tax assets

97,251,604.00

89,978,336.18

Other non-current assets

641,144,559.34

815,024,705.98

Total non-current assets

4,899,758,832.76

4,759,757,354.05

Total assets

8,946,756,089.63

9,895,917,572.82

Current liabilities:

Short-term loans

200,149,722.22

100,091,666.67

Financial liabilities held for
trading

Notes payable

371,735,241.80

924,199,480.81

Accounts payable

91,377,730.30

257,832,649.19

Receipts in advance

Contract liabilities

10,456,371.81

53,648,681.36

163




Joincare Pharmaceutical Group

Annual Report 2023

Employee benefits payable

43,877,751.41

139,895,738.09

Taxes payable

26,917,149.98

10,549,309.54

Other payables

460,037,009.32

1,303,649,356.48

Including: Interests payable

Dividends payable

Liabilities held-for-sale

Non-current liabilities due within
one year

52,732,739.68

47,152,440.47

Other current liabilities

1,308,875.01

3,007,795.91

Total current liabilities

1,258,592,591.53

2,840,027,118.52

Non-current liabilities:

Long-term loans

1,312,000,000.00

1,154,000,000.00

Bonds payable

Lease liabilities

3,729,020.22

Long-term payables

Long-term payroll payable

Estimated liabilities

Deferred income

11,109,600.00

20,534,000.00

Deferred tax liabilities

2,742,846.41

2,133,190.37

Other non-current liabilities

Total non-current liabilities

1,325,852,446.41

1,180,396,210.59

Total liabilities

2,584,445,037.94

4,020,423,329.11

Owner's equity (or shareholder's equity):

Share capital

1,865,523,807.00

1,929,189,374.00

Other equity instruments

Including: Preferred shares

Perpetual debts

Capital reserve

972,063,254.79

1,678,414,507.96

Less: Treasury shares

347,176,561.29

Other comprehensive income

4,379,477.64

726,576.72

Special reserve

Surplus reserve

770,444,255.39

646,164,633.12

Undistributed profits

2,749,900,256.87

1,968,175,713.20

Total owner's equity (or
shareholder's equity)

6,362,311,051.69

5,875,494,243.71

Total liabilities and owner's
equity (or shareholder's equity)

6,362,311,051.69

5,875,494,243.71

8,946,756,089.63

9,895,917,572.82

Person-in-charge of the Company:
Zhu Baoguo

Person-in-charge of the Company’s
accounting work: Qiu Qingfeng
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Consolidated Income Statement
From January to December, 2023

Unit: Yuan Currency: RMB
Item Note 2023 2022

I. Total revenues V.43 16,646,350,349.72 17,142,753,068.82

Including: Operating revenues 16,646,350,349.72 17,142,753,068.82

1. Total operating costs 13,123,515,536.16 13,784,938,368.95

Including: Operating costs V.43 6,298,465,671.11 6,252,265,308.40

Operating tax and surcharges V.44 203,209,120.85 199,746,357.56
Selling expenses V.45 4,434,442 .281.05 4,950,802,456.16
Administrative expenses V.46 930,481,615.70 992,483,591.51
R&D expenses V.47 1,661,757,980.90 1,742,088,079.94
Financial expenses V.48 -404,841,133.45 -352,447,424.62
Including: Interest expenses 146,728,005.05 139,016,104.44
Interest income 532,253,758.86 395,476,309.66
Add: Other income V.49 259,061,799.00 289,868,006.44
Investmnet Income (“-” for loss) V.50 79,474,572.01 55,973,114.29
Including: Income from
investments in associates and joint 72,794,071.40 70,577,657.04
ventures
Gains from derecognition of
financial assets at amortized cost
Gains from net exposure hedges
(«“-” for loss)
Gains from changes in fair values
V.51 -25,419,715.12 -76,262,989.83
(“-” for loss)
Losses of credit impairment (- V.52 -16,846,468.56 -4,123,743.37
for loss)
Impairment loss of assets (“- for
loss) V.53 -312,369,926.37 -142,627,936.44
Gains from disposal of assets (“-” V.54 1169.901.01 705.357.30
for loss)

111. Operating profit (“-” for loss) 3,506,565,173.51 3,479,935,793.66
Add: Non-operating income V.55 7,980,415.72 8,229,847.57
Less: Non-operating expenses V.56 48,990,788.10 32,060,686.06

1V. Total profit (“-” for loss) 3,465,554,801.13 3,456,104,955.17
Less: Income tax expenses V.57 614,535,757.76 561,796,743.05

V. Net profit (“-” for loss)

2,851,019,043.37

2,894,308,212.12

(1) Classified by business continuity

1. Net profit from ongoing operation (“-”
for loss)

2,851,019,043.37

2,894,308,212.12

2. Net profit from discontinuing operation
(“-” for loss)

(1) Classified by ownership

1.Net profit attributable to shareholders of
the parent company (“-” for loss)

1,442,779,722.23

1,502,777,133.76

2.Profit and loss of minority shareholders
(“-” for loss)

1,408,239,321.14

1,391,531,078.36

V1. Other comprehensive income, net of
tax

-35,859,587.07

74,606,735.39

(1) Other comprehensive income
attributable to shareholders of the parent,
net of tax

-14,877,862.38

-683,072.44
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1. Other comprehensive income that cannot
be reclassified into profit or loss

28,328,225.75

-85,577,350.31

(1) Changes from remeasurement of
defined benefit plans

(2) Other comprehensive income that

cannot be reclassified into profit or loss 1,329,112.27 2,116,352.61
under the equity method
(3) Changes in fair value of investments in 129.657.338.02 87.693.702.91

other equity instruments

(4) Changes in fair value of the enterprise's
own credit risks

2. Other comprehensive income that will be
reclassified into profit or loss

13,450,363.36

84,894,277.87

(1) Other comprehensive income that can
be reclassified into profit or loss under the
equity method

-79,651.80

236,421.59

(2) Changes in fair value of other debt
investments

(3) Amount of financial assets reclassified
into other comprehensive income

(4) Provision for credit impairment of other
debt investments

(5) Reserve for cash flow hedges

(6) Exchange differences on translation of
financial statements denominated in foreign
currencies

13,530,015.17

84,657,856.28

(7) Others

(I1) Other comprehensive income
attributable to minority shareholders, net of
tax

-20,981,724.69

75,289,807.82

VII. Total comprehensive income

2,815,159,456.30

2,968,914,947.51

(1) Total comprehensive income attributable
to owners of the parent company

1,427,901,859.85

1,502,094,061.32

(I1) Total comprehensive income
attributable to minority shareholders

1,387,257,596.45

1,466,820,886.18

VII1. Earnings per share:

(1) Basic earnings per share (RMB/share)

0.7580

0.7934

(11) Diluted earnings per share (RMB/share)

0.7565

0.7922

Person-in-charge of the Company:
Zhu Baoguo

Person-in-charge of the Company’s
accounting work: Qiu Qingfeng

Person-in-charge of the accounting
department: Qiu Qingfeng
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Income Statement of the Parent Company
From January to December, 2023

Unit:

Yuan Currency: RMB

Item

Note

2023

2022

I. Operating Revenues

2,335,368,409.73

2,373,887,564.78

Less: Operating costs

1,296,620,002.79

1,612,899,011.80

Operating tax and surcharges

18,191,486.29

14,203,470.53

Selling expenses

778,265,785.76

645,474,076.69

Administrative expenses

106,160,726.99

195,475,435.39

R&D expenses

105,105,802.11

66,705,404.14

Financial expenses

-85,925,210.70

-38,112,993.67

Including: Interest expenses

35,792,436.81

25,257,639.51

Interest income

112,494,303.53

70,313,743.55

Add: Other income

3,050,790.24

23,934,298.39

Investmnet Income (“-” for loss)

1,138,319,195.19

991,369,051.76

Including: Income from investments in associates and joint

ventures 771,206.39 1,326,243.55
Gains from derecognition of financial assets at

amortized cost

Gains from net exposure hedges (“-” for loss)

Gains from changes in fair values (“-” for loss)

Losses of credit impairment (“-” for loss) 893,429.71 1,856,898.77

Impairment loss of assets (“- for loss) -154,249.81

Gains from disposal of assets (“-” for loss)

11. Operating profit (“-” for loss) 1,259,213,231.63 894,249,159.01
Add: Non-operating income 2,428,107.88 232,093.51

Less: Non-operating expenses

10,321,190.29

1,660,096.56

111. Total profit (“-” for loss)

1,251,320,149.22

892,821,155.96

Less: Income tax expenses

9,908,251.22

43,027,817.18

1V. Net profit (“-” for loss)

1,241,411,898.00

849,793,338.78

(1) Net profit from ongoing operation (““-” for loss)

1,241,411,898.00

849,793,338.78

(11) Net profit from discontinuing operation (“-” for loss)

V. Other comprehensive income, net of tax 3,738,341.88 -76,289,376.36
()] cher comprehensive income not to be reclassified into 3.738.341.88 76.289.376.36
profit and loss
1. Changes from remeasurement of defined benefit plans
2. Other comprehensive income that cannot be reclassified
into profit or loss under the equity method
3. Changes in fair value of investments in other equity 3.738.341.88 76.289.376.36

instruments

4. Changes in fair value of the enterprise's own credit risks

(11). Other comprehensive income that will be reclassified
into profit and loss

1. Other comprehensive income that can be reclassified into
profit or loss under the equity method

2. Changes in fair value of other debt investments

(3) Amount of financial assets reclassified into other
comprehensive income

(4) Provision for credit impairment of other debt
investments

(5) Reserve for cash flow hedges

(6) Exchange differences on translation of financial
statements denominated in foreign currencies
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(7) Others

V1. Total comprehensive income

VII. Earnings per share:

(1) Basic earnings per share (RMB/share)
(2) Diluted earnings per share (RMB/share)

1,245,150,239.88 773,503,962.42

Person-in-charge of the accounting

Person-in-charge of the Company: Person-in-charge of the Company’s
department: Qiu Qingfeng

Zhu Baoguo accounting work: Qiu Qingfeng
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Consolidated Cash Flow Statement
From January to December, 2023

Unit: Yuan Currency: RMB
Iltem Note 2023 2022

I. Cash flow from operating activities:
g:ee;flrilczescelved from sales of goods and rendering of 18.384.911,273 .46 18.615,546.255.83
Tax refunds received 194,255,179.28 247,896,245.67
Other cash received related to operating activities V.58 886,837,372.89 683,645,734.39
Subtotal of cash inflow from operating activities 19,466,003,825.63 19,547,088,235.89
Cash paid for goods and services 6,082,140,644.68 5,728,697,037.48
Cash paid to and on behalf of employees 2,459,885,718.06 2,260,612,483.52
Payments of all types of taxes 1,865,755,412.23 1,668,389,310.43
Other cash paid related to operating activities V.58 5,129,312,440.93 5,911,684,265.17
Subtotal of cash outflow in operating activities 15,537,094,215.90 15,569,383,096.60
Net cash flow from operating activities 3,928,909,609.73 3,977,705,139.29
11. Cash flow from investing activities:
Cash received from disposal of investment 487,573,781.32 270,997,751.54
Cash received from returns on investments 153,317,136.18 144,358,825.55
Net ca_sh received from disposal of fixed assets, 15.304.216.61 3.096.825.59
intangible assets and other long-term assets
Net cash received from disposal of subsidiaries and
other business units
Other cash received related to investing activities V.58 354,303,650.67 13,563,902.59
Subtotal of cash inflow from investing activities 1,010,498,784.78 432,017,305.27
Cash p:fud for_purchase and construction of fixed 1.130,148,501.91 1,147.832.255.23
assets, intangible assets and other long-term assets
Cash paid to acquire investment 204,656,113.68 416,183,775.89
Net_cash pa!d for acquisition of subsidiaries and other 22.461.951.59
business units
Other cash paid related to investing activities V.58 530,656,554.45 1,120,168,462.77
Subtotal of cash outflow in investing activities 1,887,923,121.63 2,684,184,493.89
Net cash flow from investing activities -877,424,336.85 -2,252,167,188.62
111. Cash flow from financing activities:
Cash received from capital contribution 47,272,592.34 746,673,937.95
_Includlng: Cash _re_ce!ved from investment by minority 9.150,000.00 45.595.924.92
interests of subsidiaries
Cash received from borrowings 4,273,570,084.01 5,339,517,086.47
Other cash received related to financing activities 20,000,000.00 381,066,270.61
Subtotal of cash inflow from financing activities 4,340,842,676.35 6,467,257,295.03
Cash repayments of amounts borrowed 3,390,232,777.68 3,718,797,777.63
Cash payments for interest expenses and distribution 1.614.965,214.84 1,350.994,668.54
of dividends or profits
Inclqdl_ng_: Dividend paid to minority interests of 1.134,101,424.76 961,951,199.52
subsidiaries
Other cash payments related to financing activities V.58 1,263,138,206.11 831,342,189.06
Subtotal of cash outflow in financing activities 6,268,336,198.63 5,901,134,635.23
Net cash flow from financing activities -1,927,493,522.28 566,122,659.80
V. Effect of forelgn exchange rate changes on cash 38.411,935.73 189.286.934.75
and cash equivalents
V. Net increase in cash and cash equivalents 1,162,403,686.33 2,480,947,545.22
Add: Opening balance of cash and cash equivalents 14,178,465,686.40 11,697,518,141.18
VI. Closing balance of cash and cash equivalents 15,340,869,372.73 14,178,465,686.40

Person-in-charge of the Company:
Zhu Baoguo

Person-in-charge of the accounting
department: Qiu Qingfeng

Person-in-charge of the Company’s
accounting work: Qiu Qingfeng
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Cash Flow Statement of Parent Company
From January to December, 2023

Unit: Yuan Currency: RMB

Item

| Note |

2023

2022

1. Cash flow from operating activities:

Cash received from sales of goods and rendering of
services

2,465,414,605.44

3,146,093,806.02

Tax refunds received

82,831.63

Other cash received related to operating activities

1,795,031,283.74

2,960,613,006.52

Subtotal of cash inflow from operating activities

4,260,445,889.18

6,106,789,644.17

Cash paid for goods and services

1,716,324,045.92

1,901,562,593.41

Cash paid to and on behalf of employees

315,694,179.79

246,881,656.93

Payments of all types of taxes

140,037,429.22

103,904,304.93

Other cash paid related to operating activities

3,259,423,999.51

3,109,052,257.96

Subtotal of cash outflow in operating activities

5,431,479,654.44

5,361,400,813.23

Net cash flow from operating activities

-1,171,033,765.26

745,388,830.94

11. Cash flow from investing activities:

Cash received from disposal of investment

16,009,870.78

270,997,751.54

Cash received from returns on investments

1,188,686,336.32

1,276,079,344.80

Net cash received from disposal of fixed assets,

intangible assets and other long-term assets 1,618,089.69 21,000.00
Net cash received from disposal of subsidiaries and

other business units

Other cash received related to investing activities 348,303,650.67 158,470.77

Subtotal of cash inflow from investing activities

1,554,617,947.46

1,547,256,567.11

Cash paid for purchase and construction of fixed
assets, intangible assets and other long-term assets

28,550,710.70

11,869,023.45

Cash paid to acquire investment

253,540,000.00

10,000,000.00

Net cash paid for acquisition of subsidiaries and other
business units

Other cash paid related to investing activities

200,000,000.00

1,084,392,104.38

Subtotal of cash outflow in investing activities

482,090,710.70

1,106,261,127.83

Net cash flow from investing activities

1,072,527,236.76

440,995,439.28

111. Cash flow from financing activities:

Cash received from capital contribution

38,122,592.34

701,078,013.03

Cash received from borrowings

500,000,000.00

1,500,000,000.00

Other cash received related to financing activities

Subtotal of cash inflow from financing activities

538,122,592.34

2,201,078,013.03

Cash repayments of amounts borrowed

236,000,000.00

854,000,000.00

Cash payments for interest expenses and distribution of
dividends or profits

372,359,680.47

299,984,479.95

Other cash payments related to financing activities

480,842,923.14

740,517,545.44

Subtotal of cash outflow in financing activities

1,089,202,603.61

1,894,502,025.39

Net cash flow from financing activities

-551,080,011.27

306,575,987.64

V. Effect of foreign exchange rate changes on cash
and cash equivalents

7,846,043.48

-5,804,971.77

V. Net increase in cash and cash equivalents

-641,740,496.29

1,487,155,286.09

Add: Opening balance of cash and cash equivalents

2,858,062,020.22

1,370,906,734.13

V1. Closing balance of cash and cash equivalents

2,216,321,523.93

2,858,062,020.22

Person-in-charge of the Company:

Zhu Baoguo

Person-in-charge of the Company’s
accounting work: Qiu Qingfeng
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Consolidated Statement of Changes in Owner's Equity

From January to December, 2023

Unit: Yuan Currency: RMB

Item

2023

Owner's equity attributable to the parent company

Paid-up capital

Other equity instruments

Preferred
share

Perpetual
debts

Others

Other
comprehensive
income

Less: Treasury
shares

Special

Capital reserve
reserve

Surplus reserve

General
risk
provision

Undistributed
profits

Subtotal

Minority
shareholder's equity

Total owner's equity

1. Balance at the
end of previous
year

1,929,189,374.00

2,343,693,215.99 347,176,561.29 4,704,473.53 734,766,581.50

8,456,778,287.49

13,121,955,371.22

8,898,418,947.86

22,020,374,319.08

Add: Change of
accounting policies

Correction to
errors of the
previous period

Others

11. Balance in
beginning of year

1,929,189,374.00

2,343,693,215.99 347,176,561.29 4,704,473.53 734,766,581.50

8,456,778,287.49

13,121,955,371.22

8,898,418,947.86

22,020,374,319.08

I11. Increase and
decrease of the
current year
(enter “-” for
decrease)

-63,665,567.00

-741,973,128.28 -347,176,561.29 -16,950,604.75 124,279,622.27

985,079,669.31

633,946,552.84

-14,790,381.28

619,156,171.56

(1) Total
comprehensive
income

-14,877,862.38

1,442,779,722.23

1,427,901,859.85

1,387,257,596.45

2,815,159,456.30

(). Capital
contribution or
reduction from
shareholders

-63,665,567.00

-858,072,890.75 -347,176,561.29

-574,561,896.46

-175,500,041.15

-750,061,937.61

1. Capital
contribution from
shareholders

3,500,889.00

35,218,943.34

38,719,832.34

9,150,000.00

47,869,832.34

2. Capitals
invested by other
equity instrument
holders

3. Amount of
share-based
payment included
in owner's equity

13,686,798.08

13,686,798.08

13,686,798.08

4. Others

-67,166,456.00

-906,978,632.17 -347,176,561.29

-626,968,526.88

-184,650,041.15

-811,618,568.03

(1. Profit
distribution

124,141,189.80

-460,933,246.56

-336,792,056.76

-1,134,091,995.09

-1,470,884,051.85
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1. Accrual of
surplus reserve

124,141,189.80

-124,141,189.80

2. Accrual of
general risk
provision

3. Amount
distributed to
owners (or
shareholders)

-336,792,056.76

-336,792,056.76

-1,134,091,995.09

-1,470,884,051.85

4. Others

(IV)  Internal
carrying forward
of owner's equity

-2,072,742.37

138,432.47

3,233,193.64

1,298,883.74

2,420,773.91

3,719,657.65

1. Capital reserve
transferred to
increase capital (or
share capital)

2. Surplus reserve
transferred to
increase capital (or
share capital)

3. Surplus reserve
compensating
losses

4. Retained
earnings carried
over from changes
in the defined
benefit plan

5. Retained
earnings carried
over from other
comprehensive
income

-2,072,742.37

138,432.47

3,233,193.64

1,298,883.74

2,420,773.91

3,719,657.65

6. Others

V) . Special
reserve

1. Accrual of the
current year

2. Amount utilized
in the current
period

(VI) . Others

116,099,762.47

116,099,762.47

-94,876,715.40

21,223,047.07

V. Balance at
end of year

1,865,523,807.00

1,601,720,087.71

-12,246,131.22

859,046,203.77

9,441,857,956.80

13,755,901,924.06

8,883,628,566.58

22,639,530,490.64
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2022
Owner's equity attributable to the parent company
Item Other equity instruments Oth . Gl | L Minorit; .
. . quity . Less: Treasury er i Special Ef‘e”’ Undistributed , Y . Total owner's equity
Paid-up capital Preferred Perpetual Capital reserve comprehensive Surplus reserve risk ) Subtotal shareholder's equity
Others shares . reserve - profits
share debts income provision
1. Balance at the
end of previous 1,907,727,908.00 2,265,357,311.92 222,644,454.50 5,387,545.97 640,821,179.08 7,223,644,166.22 11,820,293,656.69 8,359,317,322.63 20,179,610,979.32
year
Add: Change of
. L -46,332.61 -46,332.61 -19,161.62 -65,494.23
accounting policies
Correction to errors
of the previous
period
Others
11. Balance in
I 1,907,727,908.00 2,265,357,311.92 222,644,454.50 5,387,545.97 640,821,179.08 7,223,597,833.61 11,820,247,324.08 8,359,298,161.01 20,179,545,485.09
beginning of year
I11. Increase and
decrease of the
current year 21,461,466.00 78,335,904.07 124,532,106.79 -683,072.44 93,945,402.42 1,233,180,453.88 1,301,708,047.14 539,120,786.85 1,840,828,833.99
(enter “-” for
decrease)
(1). Total
comprehensive -683,072.44 1,502,777,133.76 1,502,094,061.32 1,466,820,886.18 2,968,914,947.51

income

(11). Capital
contribution or
reduction from
shareholders

21,461,466.00

72,932,379.32

124,532,106.79

-30,138,261.47

-9,149,286.66

-39,287,548.13

1. Capital
contribution from
shareholders

72,421,134.00

612,201,980.48

724,513,822.62

-39,890,708.14

22,487,013.47

-17,403,694.67

2. Capitals invested
by other equity
instrument holders

3. Amount of share-
based payment
included in owner's
equity

9,752,446.67

9,752,446.67

9,752,446.67

4. Others

-50,959,668.00

-549,022,047.83

-599,981,715.83

-31,636,300.13

-31,636,300.13

(). Profit
distribution

84,973,195.80

-362,530,827.45

-277,557,631.65

-967,251,289.90

-1,244,808,921.55

1. Accrual of
surplus reserve

84,973,195.80

-84,973,195.80

2. Accrual of
general risk
provision

3. Amount
distributed to

-277,557,631.65

-277,557,631.65

-967,251,289.90

-1,244,808,921.55
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owners (or
shareholders)

4. Others

(IV) . Internal
carrying forward of
owner's equity

8,972,206.62

92,934,147.57

101,906,354.19

15,012,358.44

116,918,712.63

1. Capital reserve
transferred to
increase capital (or
share capital)

2. Surplus reserve
transferred to
increase capital (or
share capital)

3. Surplus reserve
compensating
losses

4. Retained
earnings carried
over from changes
in the defined
benefit plan

5. Retained
earnings carried
over from other
comprehensive
income

8,972,206.62

92,934,147.57

101,906,354.19

15,012,358.44

116,918,712.63

6. Others

V) . Special
reserve

1. Accrual of the
current year

2. Amount utilized
in the current
period

(VI) . Others

5,403,524.75

5,403,524.75

33,688,118.79

39,091,643.54

1V. Balance at end
of year

1,929,189,374.00

2,343,693,215.99 347,176,561.29 4,704,473.53 734,766,581.50

8,456,778,287.49

13,121,955,371.22

8,898,418,947.86

22,020,374,319.08

Person-in-charge of the Company:

Zhu Baoguo

Person-in-charge of the Company’s accounting work:

Qiu Qingfeng
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Statement of Changes in Owner's Equity of the Parent Company

From January to December, 2023

Unit: Yuan Currency: RMB

2023
ltem Other equity instruments Other Special Total owner's
Paid-up capital Preferred Perpetual Capital reserve Less: Treasury shares comprehensive Surplus reserve Undistributed profits .
share debis Others income reserve equity
1. Balance at the end of previous year 1,929,189,374.00 1,678,414,507.96 347,176,561.29 726,576.72 646,164,633.12 1,968,175,713.20 5,875,494,243.71
Add: Change of accounting policies
Correction to errors of the previous period
Others
11. Balance in beginning of year 1,929,189,374.00 1,678,414,507.96 347,176,561.29 726,576.718 646,164,633.12 1,968,175,713.20 5,875,494,243.71
Llelcrl:;r:;’se and decrease of the current year (enter *-” for -63,665,567.00 -706,351,253.17 -347,176,561.29 3,652,900.92 124,279,622.27 781,724,543.67 486,816,807.98
(1). Total comprehensive income 3,738,341.88 1,241,411,898.00 1,245,150,239.88
(I1) Capital contribution or reduction from shareholders -63,665,567.00 -706,351,253.17 -347,176,561.29 -422,840,258.88
1. Capital contribution from shareholders 3,500,889.00 35,218,943.34 38,719,832.34
2. Capitals invested by other equity instrument holders
3. A_mount of share-based payment included in owner's 13.822,495.92 13,822,495.92
equity
4. Others -67,166,456.00 -755,392,692.43 -347,176,561.29 -475,382,587.14
(111). Profit distribution 124,141,189.80 -460,933,246.56 -336,792,056.76
1. Accrual of surplus reserve 124,141,189.80 -124,141,189.80
2. Amount distributed to owners (or shareholders) -336,792,056.76 -336,792,056.76
3. Others
(IV) . Internal carrying forward of owner's equity -85,440.960 138,432.47 1,245,892.23 1,298,883.74
1. Capital reserve transferred to increase capital (or share
capital)
2. Surplus reserve transferred to increase capital (or share
capital)
3. Surplus reserve compensating losses
4. Retained earnings carried over from changes in the
defined benefit plan
5. Retained earnings carried over from other -85,440.960 138,432.47 1,245,892.23 1,208,883.74
comprehensive income
6. Others
(V) . Special reserve
1. Accrual of the current year
2. Amount utilized in the current period
(VI) . Others
V. Balance at end of year 1,865,523,807.00 972,063,254.79 4,379,477.64 770,444,255.39 2,749,900,256.87 6,362,311,051.69
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2022
Item . . Other equity instruments . Less: Treasury Other . Special Undistributed Total owner's
Paid-up capital Preferred Perpetual Others Capital reserve shares com_prehenswe reserve Surplus reserve profits equity
share debts income

1. Balance at the end of previous year 1,907,727,908.00 1,605,482,128.64 222,644,454.50 77,015,953.08 552,219,230.70 1,400,174,178.18 5,319,974,944.10
Add: Change of accounting policies -10,835.91 -10,835.91
Correction to errors of the previous period

Others

11. Opening balance of the current year 1,907,727,908.00 1,605,482,128.64 222,644,454.50 77,015,953.08 552,219,230.70 1,400,163,342.27 5,319,964,108.19

I11. Increase and decrease of the current year
(enter “-” for decrease)

21,461,466.00

72,932,379.32

124,532,106.79

-76,289,376.36

93,945,402.42

568,012,370.93

555,530,135.52

(1). Total comprehensive income

-76,289,376.36

849,793,338.78

773,503,962.42

(I1). Capital contribution or reduction from
shareholders

21,461,466.00

72,932,379.32

124,532,106.79

-30,138,261.47

1. Capital contribution from shareholders

72,421,134.00

612,201,980.48

724,513,822.62

-39,890,708.14

2. Capitals invested by other equity instrument
holders

3. Amount of share-based payment included in
owner's equity

9,752,446.67

9,752,446.67

4. Others

-50,959,668.00

-549,022,047.83

-599,981,715.83

(111). Profit distribution

84,973,195.80

-362,530,827.45

-277,557,631.65

1. Accrual of surplus reserve

84,973,195.80

-84,973,195.80

2. Amount distributed to owners (or
shareholders)

-277,557,631.65

-277,557,631.65

3. Others

(IV) . Internal carrying forward of owner's
equity

8,972,206.62

80,749,859.60

89,722,066.22

1. Capital reserve transferred to increase capital
(or share capital)

2. Surplus reserve transferred to increase capital
(or share capital)

3. Surplus reserve compensating losses

4. Retained earnings carried over from changes
in the defined benefit plan

5. Retained earnings carried over from other
comprehensive income

8,972,206.62

80,749,859.60

89,722,066.22

6. Others

(V) Special reserve

1. Accrual of the current year

2. Amount utilized in the current period

(V1) Others

1V. Balance at end of year

1,929,189,374.00

1,678,414,507.96

347,176,561.29

726,576.72

646,164,633.12

1,968,175,713.20

5,875,494,243.71

Person-in-charge of the Company: Zhu Baoguo

Person-in-charge of the Company’s accounting work:
Qiu Qingfeng
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Notes to the financial statements

I. Company Profile

Joincare Pharmaceutical Group Industry Co., Ltd. (hereinafter referred to as the "Company" or "the
Company"), formerly known as Shenzhen Aimier Food Co., Ltd. ((RYIIZ /R & WA R A F), was a
Sino-foreign joint venture officially established on 18 December 1992 with the approval from

Shenzhen Administration for Industry and Commerce.
On 24 November 1999, the Company was reorganized as a joint stock limited company.

On 6 February 2001, the Company was approved by the China Securities Regulatory Commission to
issue domestically listed shares (A shares) to the public. On § June 2001, shares of the Company were

listed and traded on Shanghai Stock Exchange.

As of 31 December 2023, the total share capital of the Company was RMB1,865,523,807 for a total
number of shares of 1,865,523,807 shares. The controlling shareholder of the Company is Shenzhen
Baiyeyuan Investment Co., Ltd. (GRIITT LR % A R A7), and the ultimate controlling party is
Zhu Baoguo (4 fR[H).

The company is registered and headquartered in Jiankang Yuan Pharmaceutical Group Building, No.

17, Langshan Road, North District, High-tech Zone, Nanshan District, Shenzhen.
The Company is engaged in the pharmaceutical industry.

The Company and its subsidiaries primarily engaged in the R&D, production and sale of
pharmaceutical products and healthcare products, which covered drug preparation products, active
pharmaceutical ingredients (“APIs”’) and intermediates, diagnostic reagents and equipment as well as

healthcare products.

These financial statements and the notes to the financial statements were approved by the 38th meeting

of the 8th session of the Board of Directors of the Company on 2 April 2024.

11. Basis of Preparation for the Financial Statements

The financial statements have been prepared in accordance with the Accounting Standards for
Business Enterprises issued by the Ministry of Finance and its application guidance, interpretations
and the other related provisions (collectively, the “Accounting Standards for Business Enterprises”).
In addition, the Company also discloses relevant financial information in accordance with the
Information Disclosure and Presentation Rules for Companies Offering Securities to the Public No.
15 — General Provisions on Financial Reporting (2023 Revision) issued by the China Securities
Regulatory Commission.

The financial statements have been prepared on the going-concern basis.
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The Company's accounting is measured on an accrual basis. Except for certain financial instruments,
the financial statements are generally measured at historical cost. Non-current assets held for sale are
stated at the lower of fair value less estimated selling costs and their original carrying amount if they
qualify as held for sale. In case of asset impairment, the Company shall make provisions for
impairment in accordance with applicable provisions.

II1. Significant Accounting Policies and Accounting Estimates

The Company determines the capitalisation condition of R&D expenses and revenue recognition
policies on the basis of its production and operation characteristics. Details of accounting policies are
set out in Note II1.22 and Note I11.29.

1. Statement of compliance with the Accounting Standards for Business Enterprises

The financial statements comply with the Accounting Standards for Business Enterprises, which gave
a true and complete view of the consolidated and the Company's financial positions as at 31 December
2023, and the consolidated and the Company’s operating results and the consolidated and the
Company’s cash flows and other relevant information for the year ended 31 December 2023.

2. Accounting period

The fiscal year of the Company is from 1 January to 31 December in each calendar year.
3. Operating cycle

The Company’s operating cycle is 12 months.

4. Functional currency

The functional currency of the Company and its domestic subsidiaries is Renminbi (“RMB”).
Overseas subsidiaries of the Company usually recognise HK dollar, Macau dollar and US dollar as
their functional currencies according to the primary economic environment of which these subsidiaries
operate. The Company prepares its financial statements in RMB.

5. Determination and selection basis of materiality criteria

Item Materiality criteria

Material receivables subject to Individual debtor accounts for more than 5% of all types of
provision for bad debt individually receivables and the amount exceeds RMBS50 million
Material receivables write-off in the  Individual write-off amount accounts for more than 5% of all
period types of receivables and the amount exceeds RMBS50 million
Budget investment amount for a single project accounts for
Material construction in progress more than 5%o of consolidated total assets and the amount
exceeds RMB100 million
) R Individual contract liability aged over one year accounts for
Material contract liabilities aged over . o
more than 10% of consolidated total liabilities and the amount
exceeds RMB50 million
Individual accounts payable/other payable aged over one year

Material accounts payable and other
accounts for more than 10% of total accounts payables/other

one year

payables aged over one year .
payables and the amount exceeds RMB50 million

. One or both of the subsidiary's total assets, operating income,

Material non-wholly owned
o net profit (or absolute value of loss) accounts for more than
subsidiaries L. ) ) .
10% of the corresponding items in the consolidated financial
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statements

. oo Closing balance of a single project accounts for more than
Material capitalized research and ) )
10% of the closing balance of development expenditures and
the amount exceeds RMB100 million

Single investment activity accounts for more than 10% of the

development projects

Material investment activities total cash inflows or outflows related to investment activities
received or paid and the amount exceeds RMB100 million

Carrying amount of long-term equity investments in a single

investee accounts for more than 3% of the total consolidated

L . net assets and the amount exceeds RMBS500 million, or

Material joint ventures or associates | .

investment profits and losses under the equity method of long-

term equity investment accounts for more than 10% of the

consolidated net profit

6. Accounting treatment for business combinations involving enterprises under common control
and business combinations involving enterprises not under common control

(1) Business combinations involving enterprises under common control

For the business combination involving entities under common control, the assets acquired and
liabilities assumed are measured based on their carrying amounts in the consolidated financial
statements of the ultimate controlling party as at the combination date. The difference between the
carrying amount of the consideration paid for the combination and the net assets acquired is adjusted
against share premium in the capital reserve, with any excess adjusted against retained earnings.

Business combination involving enterprises under common control and achieved in a number of
transactions

In the separate financial statements, the initial investment cost will be recognised at the carrying
amount of the Company's share in the combined party's net assets in the consolidated financial
statements of the ultimate controlling party on the date of combination. The difference between the
initial investment cost and the sum of the carrying amount of the investment held and the carrying
amount of consideration paid for the combination at the combination date is adjusted against share
premium in the capital reserve, with any excess adjusted against retained earnings.

In the consolidated financial statements, the assets acquired and liabilities assumed are measured based
on their carrying amounts in the consolidated financial statements of the ultimate controlling party as
at the combination date. The difference between sum of the carrying amount of the investment held
and the carrying amount of the consideration paid for the combination and the carrying amount of the
net assets acquired is adjusted against share premium in the capital reserve, with any excess adjusted
against retained earnings. For long-term equity investment held before the control over the combined
party is obtained, profit or loss, other comprehensive income and other changes to equity interest
attributable to the owners recognised from the later of the acquisition of the original equity interest
and the date when the combing party and the combined party are placed under common control until
the date of combination shall be offset against retained profit at the beginning of the period of the
comparative financial statements or profit or loss of the period respectively.

(2) Business combinations involving enterprises not under common control

For the business combinations involving enterprises not under common control, the combination cost
shall be the fair value of the assets transferred, liabilities incurred or assumed, and equity securities
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issued by the acquirer for acquisition of control in the acquiree on the acquisition date. The assets,
liabilities and contingent liabilities acquired or assumed on the date of acquisition are recognised at
fair value.

Where the combination cost exceeds the fair value of the acquiree's identifiable net assets in the
business combination, the difference is recognised as goodwill and is subsequently measured at cost
less accumulated impairment provisions. Where the combination cost is less than the fair value of the
acquiree's identifiable net assets in the business combination, the difference shall be included in profit
or loss for the period after review.

Business combination involving enterprises not under common control and achieved in a number of
transactions

In the separate financial statements, the initial cost of the investment is the sum of the carrying amount
of the acquiree's equity investment held before the acquisition date and the additional investment cost
on the acquisition date. In respect of the equity investment held prior to the acquisition date, other
comprehensive income will not be recognised using equity method on the acquisition date, and such
investment will be accounted for on the same accounting treatment as direct disposal of relevant asset
or liability by the investee at the time of disposal. Shareholder's equity recognised due to the changes
of other shareholder's equity other than the changes of net loss and profit, other comprehensive income
and profit distribution shall be transferred to profit or loss for current period when disposed. If the
equity investment held prior to the acquisition date is measured at fair value, the cumulative changes
in fair value recognised in other comprehensive income shall be transferred to retained earnings when
accounted for using cost method.

In the consolidated financial statements, the combination cost is the sum of consideration paid on the
acquisition date and fair value of the acquiree's equity held prior to the acquisition date. The equity of
the acquirees held before the acquisition date is re-measured at the fair value of the equity on the
acquisition date and the differences between the fair value and the carrying amount are recognised in
the income for the current period; in respect of any other comprehensive income attributable to the
equity interest in the acquiree held prior to the acquisition date and any changes of other shareholder's
equity shall be transferred to investment profit or loss for current period on the acquisition date, except
for the other comprehensive income arising from changes in net liabilities or net assets of defined
benefit plans remeasured by investees and other comprehensive income related to non-derivative
equity instrument investments designated at fair value through other comprehensive income.

(3) Transaction fees attribution during the combination

The intermediary and other relevant administrative expenses such as audit, legal and valuation
advisory for business combinations are recognised in profit or loss when incurred. Transaction costs
of equity or debt securities issued as the considerations of business combination are included in the
initial recognition amounts.

7. Basis in determination of control and preparation of the consolidated financial statements
(1) Basis in determination of control

The scope of consolidated financial statements is determined based on control. Control means the
Company has exposures or rights to variable returns from its involvement with the investee and the
ability to affect those returns through power over such investee. When changes in relevant facts and
circumstances lead to alterations in the elements involved in the definition of control, the Company
will conduct a reassessment.

In assessing whether to include structured entities within the consolidation scope, the company
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integrates all facts and circumstances, including evaluating the purpose and design of the structured
entity, identifying the types of variable returns, and assessing whether it bears some or all of the
variability of returns by participating in its related activities, to determine if control over the structured
entity exists.

(2) Method for preparation of the consolidated financial statements

The consolidated financial statements are based on the financial statements of the Company and its
subsidiaries, and are prepared by the Company in accordance with other relevant information. In
preparing the consolidation financial statements, the Company and its subsidiaries are required to
apply consistent accounting policy and accounting period, intra-group transactions and balances shall
be offset.

A subsidiary or a business acquired through a business combination involving entities under common
control in the reporting period shall be included in the scope of the consolidation of the Company from
the date when it is under control of the ultimate controlling party, and then its operating results and
cash flows will be included in the consolidated income statement and the consolidated cash flow
statement, respectively.

For a subsidiary or a business acquired through a business combination involving entities not under
common control in the reporting period, its income, expenses and profits are included in the
consolidated income statement, and its cash flows are included in the consolidated cash flow statement
from the acquisition date to the end of the reporting date.

The shareholders' equity of the subsidiaries that are not attributable to the Company shall be presented
under shareholders' equity in the consolidated balance sheet as minority interests. The portion of net
profit or loss of subsidiaries for the period attributable to minority interest is presented in the
consolidated income statement under the “profit or loss of minority interest”. When the amount of loss
attributable to the minority shareholders of a subsidiary exceeds the minority shareholders' portion of
the opening balance of owners' equity of the subsidiary, the excess amount shall be allocated against
minority interest.

(3) Purchase of the minority stake in the subsidiary

The difference between the long-term equity investments costs acquired by the purchase of minority
interests and the share of the net assets that the subsidiaries have to continue to calculate from the date
of purchase or the date of consolidation in proportion to the new shareholding ratio, and the difference
between the disposal of the equity investment without losing control over its subsidiary and the
disposal of the long-term equity investment corresponding to the share of the net assets of the
subsidiaries from the date of purchase or the date of consolidation, shall be adjusted to the capital
reserve (or share premium), if the capital reserve is not sufficient, any excess will be adjusted to
retained earnings.

(4) Treatment of loss of control of subsidiaries

Where the Company loses its control over the original subsidiary due to the disposal of some equity
investment or other reasons, the remaining equity is re-measured at its fair value on the date when the
Company loses its control. The difference between the sum of the consideration acquired due to the
disposal of the equity and the fair value of the remaining equity, and the Company's share in the sum
of carrying value of net assets of the original subsidiary and goodwill calculated on an ongoing basis
from the acquisition date based on the original shareholding proportion is recognised in the investment
income for the current period when the control is lost.

Other comprehensive income related to equity investments in the original subsidiary should be
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accounted for using the same basis as the direct disposal of related assets or liabilities of the original
subsidiary upon loss of control. Any equity changes related to the original subsidiary under the equity
method of accounting should be transferred to the profit or loss for the current period when control
ceases.

(5) Treatment of disposal through several transactions until the loss of control of subsidiaries

Where the Company disposes of the equity interests in the subsidiary through several transactions until
it loses control, and the transaction terms, conditions and economic effects satisfy one or several of
the following circumstances, such several transactions shall be deemed as a basket of transactions in
accounting treatment:

(D Such transactions are entered into simultaneously or upon the consideration of the mutual impacts;
2 No complete commercial result will be realised without such transactions as a whole;
(3 The occurrence of one transaction depends on the occurrence of at least another transaction;

@ The result of an individual transaction is not economical, but it would be economical after taken
into account of other transactions in the series.

In the separate financial statements, where the Company disposes of the equity investment in the
subsidiary through several transactions until the loss of control, and such transactions are not regarded
as “a basket of transactions”, the carrying amount of the long-term equity investment involving each
disposal will be carried forward, with the difference between the disposal price and the carrying
amount of the long-term equity investment involving the disposal being accounted into the investment
incomes for the current period; where the transactions constitute “a basket of transactions”, the
difference between the consideration of each disposal and the carrying amount of the long-term equity
investment involving the disposal before the loss of the control, is recognised as the other
comprehensive income and will be carried forward to the profit or loss for the current period when the
control is lost.

In the consolidated financial statements, where the Company disposes of the equity investment in the
subsidiary through several transactions until the loss of control, the measurement of the remaining
equity interest and the accounting treatment of the losses and gains of the disposal will be made with
reference to the “Treatment of loss of control of subsidiaries” as described above. For the difference
between the consideration of each disposal before the loss of the control and the carrying amount of
the Company's share in the net assets involving the disposal of such subsidiary calculated on an on-
going basis from the acquisition date, the treatment will be made as follows:

(D In case the transactions are “a basket of transactions”, such difference is recognised as the other
comprehensive income and will be carried forward to the profit or loss for the current period when the
control is lost.

2 1In case the transactions are not “a basket of transactions”, such difference is accounted into the
capital reserve (or share premium) as equity, and shall not be carried forward to the profit or loss for
the current period when the control is lost.

8. Classification of joint arrangement and accounting treatment for joint operation

A joint arrangement is an arrangement jointly controlled by two or more parties. The Company's joint
arrangement is classified into the joint operation and the joint venture.

(1) Joint operation
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A joint operation is a joint arrangement whereby the Company have rights and obligations to the
relevant assets and liabilities.

The Company recognises the following items in relation to its interest in a joint operation, and makes
corresponding accounting treatment in accordance with relevant accounting standards:

A. The solely-held assets, and the share of any assets held jointly;

B. The solely-assumed liabilities, and its share of any liabilities incurred jointly;

C. Its revenue from the sale of its share of the output arising from the joint operation;
D. Its share of the revenue from the sale of the output by the joint operation;

E. The solely-incurred expenses, including its share of any expenses incurred jointly.
(2) Joint ventures

A joint venture is a joint arrangement whereby the Company only entitled to the net assets of the
arrangements.

The Company's investment in joint ventures is accounted for using the equity method according to the
rules of the long-term equity investment.

9. Determination of cash and cash equivalents

Cash and cash equivalents of the Company include cash on hand, bank deposit readily available for
payment and those investments held by the Company that are short-term (normally due in three months
since the acquisition date), highly liquid, readily convertible into known amounts of cash and subject
to an insignificant risk of change in value.

10. Foreign currency transactions and translation of financial statements in foreign currency
(1) Foreign currency transactions

Foreign currency transactions incurred by the Company are translated to the functional currency at the
spot exchange rates on the date of the transactions upon initial recognition.

Monetary items denominated in foreign currencies are translated to functional currency at the spot
exchange rate on the balance sheet date. Exchange differences arising from the differences between
the spot exchange rate prevailing at the balance sheet date and those spot rates used on initial
recognition or at the previous balance sheet date are recognised in profit or loss for the current period;
non-monetary items denominated in foreign currencies that are measured at historical cost are
translated using the spot exchange rate on the transaction date. Non-monetary items denominated in
foreign currencies that are measured at fair value are translated using the spot exchange rate on the
date the fair value is determined; the resulting exchange differences between the amounts in functional
currency upon translation and in original functional currency are recognised in profit or loss for the
current period.

(2) Translation of financial statements in foreign currency

At the balance sheet date, when translating the foreign currency financial statements of overseas
subsidiaries, the assets and liabilities in the balance sheet are translated at the spot exchange rate at the
balance sheet date; all items except for “Retained earnings” of the shareholders' equity are translated
at the spot exchange rate on the transaction date.

The revenue and expenses in profit or loss are translated at the spot exchange rate on the transaction
date.
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All items in the statement of cash flows are translated at the spot exchange rate on the transaction date.
The effect of exchange difference on cash is adjusted and separately presented as “Effect of changes
in foreign exchange rates on cash and cash equivalents” in the cash flow statement.

The exchange differences arising from translation of the financial statements are presented as the
“other comprehensive income” in the shareholders' equity of the balance sheet.

When the Company disposes of the overseas operation and loses control, the differences arising from
the translation of the financial statements in foreign currency that have been presented under the
shareholders' equity in the balance sheet and involving such overseas operation are carried forward to
the profit or loss for the current period in whole or in the proportion of the disposal of the overseas
operation.

11. Financial instruments

Financial instruments are contracts creating financial assets of a party and financial liabilities or equity
instruments of other parties.

(1) Recognition and Derecognition of financial instruments

A financial asset or financial liability is recognised when the Company becomes one of the parties
under a financial instrument contract.

The financial assets will be derecognised if any of the following conditions is satisfied:
(D The contractual right to receive the cash flow of the financial assets is terminated;

@ The financial assets have been transferred and the transferred financial asset satisfies the following
conditions of derecognition.

If the current obligation of a financial liability (or a part thereof) has been discharged, the financial
liability (or that part of the financial liability) will be derecognised. When the Company (as the debtor)
and the lender have signed an agreement which uses a new financial liability to replace the existing
financial liability, and the contract terms of the new financial liability are substantially different with
the original financial liability, the original financial liability shall be de-recognised, and the new
financial liability shall be recognised at the same time.

The regular transactions of the financial assets are recognised and derecognised at the transaction date.
(2) Classification and measurement of financial assets

The Company classifies financial assets into three categories: financial assets at amortised cost;
financial assets at fair value through other comprehensive income; and financial assets at fair value
through profit or loss based on the business model for managing financial assets and their contractual
cash flow characteristics upon initial recognition.

Financial assets are initially recognized at fair value. For financial assets at fair value through profit
or loss, transaction costs are directly recognized in the profit or loss for the current period. For other
categories of financial assets, transaction costs are included in the initial recognition amount. Accounts
receivable arising from the sale of products or services, which do not include or consider a significant
financing component, are initially recognized at the expected amount to be received.

Financial assets at amortised cost

The Company shall classify financial assets that meet the following conditions and are not designated
as financial assets at fair value through profit or loss for the current period as financial assets measured
at amortised cost:
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e The Company's business model for managing the financial assets is to collect contractual
cash flow;

e The terms of the financial asset contract stipulate that the cash flow generated on a
specific date is only the payment for principal and interest accrued on the outstanding
principal.

After initial recognition, these financial assets are measured at amortised cost using the effective
interest method. Gains or losses arising from financial assets which are measured at amortised cost
and not part of any hedging relationship are included in the profit and loss of the current period upon
de-recognition, amortisation using the effective interest method, or impairments recognition.

Financial assets at fair value through other comprehensive income

The Company shall classify financial assets that meet the following conditions and are not designated
as financial assets measured at fair value through profit or loss for the current period as financial assets
measured at fair value through other comprehensive income
e The Company's business model for managing the financial assets is both to collect
contractual cash flows and to sell the financial assets;
e The terms of the financial asset contract stipulate that the cash flow generated on a
specific date is only the payment for principal and interest accrued on the outstanding
principal

After initial recognition, these financial assets are subsequently measured at fair value. Interest,
impairment losses or gains and exchange losses and gains calculated using the effective interest
method are recognised in profit or loss for the current period, while other gains or losses are recognised
in other comprehensive income. The cumulative profit or loss previously included in other
comprehensive income will be transferred to the profit or loss for the current period upon
derecognition of the financial assets.

Financial assets at fair value through profit or loss for the current period

In addition to the above financial assets which are measured at amortised cost or at fair value a through
other comprehensive income, the Company classifies all other financial assets as financial assets
measured at fair value through profit or loss for the current period. When initial recognition, in order
to eliminate or significantly reduce accounting mismatches, the Company irrevocably designates some
financial assets that should have been measured at amortised cost or at fair value through other
comprehensive income as financial assets at fair value through profit or loss for the current period.

After initial recognition, these financial assets are subsequently measured at fair value, and the profits
or losses (including interest and dividend income) generated from which are recognised in profit or
loss for the current period, unless the financial assets are part of the hedging relationship.

However, with respect to non-trading equity instrument investments, the Company may irrevocably
designate them as financial assets measured at fair value through other comprehensive income at initial
recognition. The designation is made on the basis of individual investment, and the relevant investment
conforms to the definition of equity instruments from the issuer's point of view.

After initial confirmation, financial assets are subsequently measured at fair value. Dividend income
that meets the requirements is recognised in profit and loss, and other gains or losses and changes in
fair value are recognised in other comprehensive gains. When derecognised, the accumulated gains or
losses previously recognised in other comprehensive gains are transferred from other comprehensive
gains to retained earnings.

The business model of managing financial assets refers to how the Company manages financial assets
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to generate cash flow. The business model decides whether the source of cash flow of financial assets
managed by the Company is to collect contract cash flow, sell financial assets or both of them. Based
on objective facts and the specific business objectives of financial assets management decided by key
managers, the Company determines the business model of financial assets management.

The Company evaluates the characteristics of the contract cash flow of financial assets to determine
whether the contract cash flow generated by the relevant financial assets on a specific date is only to
pay principal and interest based on the amount of unpaid principal. Among them, principal refers to
the fair value of financial assets at the time of initial confirmation; interest includes the consideration
of time value of money, credit risk related to the amount of unpaid principal in a specific period, and
other basic borrowing risks, costs and profits. In addition, the Company evaluates the terms and
conditions of the contracts that may lead to changes in the time distribution or amount of cash flow in
financial asset contracts to determine whether they meet the requirements of the above contract cash
flow's characteristics.

Only when the Company changes its business model of managing financial assets, all the financial
assets affected shall be reclassified on the first day of the first reporting period after the business model
changes, otherwise, financial assets shall not be reclassified after initial confirmation.

(3) Classification and measurement of financial liabilities

On initial recognition, the Company's financial liabilities are classified into financial liabilities at fair
value through profit or loss and financial liabilities at amortised cost. For financial liabilities not
classified as financial liabilities at fair value through profit or loss, the relevant transaction costs are
included in the initially recognised amount.

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and
financial liabilities designated at fair value through profit or loss upon initial recognition. Such
financial liabilities are subsequently measured at fair value, all gains and losses arising from changes
in fair value and dividend and interest expense relative to the financial liabilities are recognised in
profit or loss for the current period.

Financial liabilities at amortised cost

Other financial liabilities are subsequently measured at amortised cost using the effective interest
method; gains and losses arising from derecognition or amortisation is recognised in profit or loss for
the current period.

Distinction between financial liabilities and equity instruments
The financial liability is the liability that meets one of following criteria:
@ Contractual obligation to deliver cash or other financial instruments to another entity.

@ Under potential adverse condition, contractual obligation to exchange financial assets or financial
liabilities with other parties.

(3 A contract that will or may be settled in the entity's own equity instruments and is a non-derivative
for which the entity is or may be obliged to deliver a variable number of the entity's own equity
instruments.
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@ A derivative that will or may be settled other than by the exchange of a fixed amount of cash or

another financial asset for a fixed number of the entity's own equity instruments.

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities.

If the Company cannot unconditionally avoid fulfilling a contractual obligation by delivering cash or
other financial assets, the contractual obligation meets the definition of financial liability.

If a financial instrument must or are able to be settled by the Company's own equity instrument, the
Company should consider whether the Company's equity instrument as the settlement instrument is a
substitute of cash or other financial assets or the residual interest in the assets of the Company after
deducting all of its liabilities. If the former, the tool is the Company's financial liability; if the latter,
the tool is the equity instrument of the Company.

(4) Derivative financial instruments and embedded derivatives

The Company's derivative financial instruments include forward foreign exchange contracts, and are
initially measured at fair value on the date of the derivative contract signed and are subsequently
measured at fair value. A derivative with positive fair value shall be recognised as an asset, otherwise
that with negative fair value shall be recognised as a liability. Any profit or loss arising from changes
of fair value and not compliance with the accounting provision of hedge shall be recognised as profit
or loss for current period.

For the hybrid instrument which includes embedded derivatives, where the host contract is a financial
asset, requirements in relation to the classification of financial assets shall apply to the hybrid
instrument as a whole. Where the host contract is not a financial asset, and the hybrid instrument is
not measured at fair value and its changes are included in the profit and loss for the current period for
accounting purposes, there is no close relation between the embedded derivatives and the host contract
in terms of economic features and risks, and the instrument that has the same condition with the
embedded derivatives and exists independently meets the definition of derivatives, the embedded
derivatives shall be separated from the hybrid instrument and treated as a separate derivative financial
instrument. If it is unable to separately measure the embedded derivatives upon acquisition or on the
subsequent balance sheet date, the hybrid instrument shall be entirely designated as the financial assets
or financial liabilities measured at fair value and whose movements are included in the profit and loss
of the current period.

(5) Fair value of the financial instrument

The methods for determining the fair value of the financial assets or financial liabilities are set out in
Note I11.12

(6) Impairment of financial assets

The following items are subject to impairment accounting and recognition of loss allowances based
on expected credit losses:

A. Financial assets measured at amortised cost;

B. Receivables and debt instrument investments that are measured at fair value through other
comprehensive income;

C. Contract assets as defined in the Accounting Standard for Business Enterprises No. 14 — Revenue;

D. Lease receivables;
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E. Financial guarantee contracts, except for those carried at fair value through profit or loss, those
which the transfer of financial assets does not satisfy the derecognition condition or those formed as a
result of continued involvement of the transferred financial assets.

Measurement of expected credit loss (ECLs)

The ECL is a weighted average of credit losses on financial instruments weighted at the risk of default.
Credit loss is the difference between all receivable contractual cash flows according to the contract
and all cash flows expected to be received by the Company discounted to present value at the original
effective interest rate, i.e. the present value of all cash shortfalls.

The Company takes into account reasonable and valid information on past events, current conditions
and forecasts of future economic conditions, with the risk of default as the weight, to calculate the
probabilistic weighted amount of the present value of the difference between the cash flow receivable
from contract and the expected cash flow to be received and recognise the expected credit loss.

The Company respectively measures the expected credit losses of financial instruments by different
stages. If the credit risk of the financial instrument does not increase significantly since the initial
recognition, it would be classified in Stage 1, the Company would measure loss allowance according
to the future 12-month expected credit losses. If the credit risk of a financial instrument has
significantly increased since the initial recognition but not yet credit-impaired, it would be classified
in Stage 2, the Company would measure loss allowance according to the lifetime expected credit losses
of that instrument. If the financial instrument has credit-impaired since the initial recognition, it would
be classified in Stage 3, and the Company would measure loss allowance according to the lifetime
expected credit losses of that instrument.

For financial instruments with lower credit risk on the balance sheet date, the Company assumes that
its credit risk has not increased significantly since the initial recognition, and measures loss allowance
according to the 12-month expected credit losses.

Lifetime ECLs are the ECLs that result from all possible default event over the expected life of a
financial instrument. Future 12-month ECLs are the portion of ECL that results from default events
on a financial instrument that are possible within the 12 months after the balance sheet date (or the
expected life of the instrument, if it is less than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual period over
which the Company are exposed to credit risk (including the option to renew).

For the financial instruments classified in Stage 1 and Stage 2 and those with lower credit risk, the
Company would measure the interest income by the book balance (that is, without deduction for credit
allowance) and the effective interest rate. For financial instruments classified in Stage 3, the Company
would measure the interest income by the amortised cost (that is, book balance less impairment
allowance) and the effective interest rate.

For accounts receivable such as notes receivable, trade receivables, receivables financing, other
receivables, contract assets, etc., if the credit risk characteristics of a particular customer significantly
differ from those of other customers in the portfolio, or if there is a significant change in the credit risk
characteristics of that customer, the Company individually provides for credit loss for that receivable.
Apart from individually providing for credit loss for specific receivables, the Company divides
receivables into portfolios based on credit risk characteristics and calculates credit losses on a portfolio
basis.

Notes receivable, trade receivables and contract assets

For notes receivable, trade receivables and contract assets, regardless whether it has significant
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financing components or not, the Company has always measured its loss allowance at an amount equal
to lifetime expected credit losses.

If the expected credit losses of an individual financial asset or contract asset cannot be estimated at a
reasonable cost, the Company classifies notes receivable, trade receivables or contract assets into
portfolios based on credit risk characteristics, and measures expected credit losses on portfolios basis
to determine portfolios by the following basis:

A. Notes receivable
e Bills receivable portfolio 1: Bank acceptance bills
e Bills receivable portfolio 2: Commercial acceptance bills

B. Accounts receivables
e Accounts receivables portfolio 1: Amount due from domestic customers
e  Accounts receivables portfolio 2: Amount due from overseas customers
e Accounts receivables portfolio 3: Receivables of consolidated companies

Contract assets
e Contract assets portfolio: Sale of products

For notes receivable or contract assets classified as portfolio, the Company measures expected credit
losses based on the risk exposures of default and lifetime expected credit losses rate with reference to
the historical credit loss experience, current situation and forecasts of future economic conditions.

For accounts receivables classified as portfolio, the Company measures expected credit losses through
preparing a table of concordance between the aging of trade receivables and lifetime expected credit
losses rate with reference to the historical credit loss experience, current situation and forecasts of
future economic conditions. The aging of accounts receivable is calculated from the date of recognition.

Other receivables

The Company classifies other receivables into certain portfolios based on credit risk characteristics,
and measures expected credit losses on portfolios basis to determine portfolios by the following basis:
e  Other receivables portfolio 1: Receivables of export tax refund
e  Other receivables portfolio 2: Receivables of deposits under guarantee and security deposits
and lease expenses
e  Other receivables portfolio 3: Other receivables
e  Other receivables portfolio 4: Receivables of consolidated companies

For other receivables classified as portfolio, the Company measures expected credit losses based on
the risk exposures of default and future 12-month or lifetime expected credit losses rate. For other
receivables categorized by aging, the aging is calculated from the date of recognition.

Long-term receivables
The Company's long-term receivables include finance lease receivables and equity transfer receivables.

The Company classifies finance lease receivables and equity transfer receivables into certain portfolios
based on credit risk characteristics, and measures expected credit losses on portfolios basis to
determine portfolios by the following basis:

A. Finance lease receivables
e Portfolio of finance lease receivables: other receivables

189



Joincare Pharmaceutical Group Annual Report 2023

B. Other long-term receivables
e Portfolio of other long-term receivables: equity transfer receivables

For finance lease receivables and equity transfer receivables, the Company measures expected credit
losses based on the risk exposures of default and lifetime expected credit losses rate with reference to
the historical credit loss experience, current situation and forecasts of future economic conditions.

For other receivables and long-term receivables other than finance lease receivables and equity transfer
receivables that are classified as portfolio, the Company measures expected credit losses based on the
risk exposures of default and future 12-month or lifetime expected credit losses rate.

Debt investments and other debt investments

For debt investments and other debt investments, the Company measures expected credit losses based
on the nature of investments, counterparties and various types of risk exposures and the risk exposures
of default and future 12-month or lifetime expected credit losses rate.

Assessment of significant increase in credit risk

By comparing the risk of default of financial instruments occurring on the balance sheet date and on
the initial recognition date, the Company determines the relative changes in risk of default over the
expected life of financial instruments and assesses whether the credit risk of financial instruments have
increased significantly since the initial recognition.

When determine whether credit risks have significantly increased since the initial recognition, the
Company considers information that is reasonable and supportable, including forward-looking
information that is available without undue cost or effort. The information considered by the Company
includes:
e Failure to make payments of principal or interest on debtors' contractually due dates;
e An actual or expected significant deterioration in a financial instrument's external or internal
credit rating (if any);
e An actual or expected significant deterioration in the operating results of debtors;
e Existing or forecast changes in the technological, market, economic or legal environment that
have significant adverse effect on the debtors' abilities to repay to the Company.

Depending on the nature of the financial instruments, the Company assesses whether credit risks have
significantly increased on either an individual financial instrument basis or a collective financial
instrument basis. When the assessment is performed on a collective financial instrument basis, the
Company can classify the financial instruments based on the shared credit risk characteristics, such as
past due information and credit risk ratings.

The Company determines that the credit risk on a financial instrument has increased significantly if it
is more than 30 days past due.

Credit-impaired financial assets

The Company assesses whether financial assets at amortised cost and debt investments measured at
fair value through other comprehensive income are credit-impaired at balance sheet date. A financial
asset is ‘credit-impaired' when one or more events that have an adverse impact on the estimated future
cash flows of the financial asset have occurred. Evidence that a financial asset is credit-impaired
includes the following observable information:

e Significant financial difficulty of the issuer or debtor;

e A breach of contract by debtor, such as a default or delinquency in interest or principal

payments;
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e For economic or contractual reasons relating to the borrower's financial difficulty, the
Company having granted to the borrower a concession that would not otherwise consider;

e Itis probable that the borrower will enter bankruptcy or other financial reorganization;

e The disappearance of an active market for that financial asset because of financial difficulties.

Presentation of allowance for ECL

The Company re-measures the ECLs on each balance sheet date to reflect changes in the financial
instruments' credit risk since initial recognition, and the increase or reversal of the loss provision
resulted therefrom is recognised as an impairment gain or loss in profit or loss. For financial assets
measured at amortised cost, the loss provision is offset against their carrying amounts in the balance
sheet. For debt investments at FVOCI, the Company recognises the loss provision in other
comprehensive income and does not deduct the carrying amount of the financial assets.

Werite-off

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent
that there is no realistic prospect of recovery. A write-off constitutes a derecognition event. This is
generally the case the Company determines that the debtor does not have assets or sources of income
that could generate sufficient cash flows to repay the amounts subject to the write-off. However,
financial assets that are written off could still be subject to enforcement activities in order to comply
with the Company's procedures for recovery of amounts due.

Subsequent recoveries of an asset that was previously written off are recognised as a reversal of
impairment in profit or loss in the period in which the recovery occurs.

(7) Transfer of financial assets

Transfer of financial assets refers to the transfer or delivery of financial assets to the other party (the
transferee) other than the issuer of financial assets.

The Company derecognises a financial asset only if it transfers substantially all the risks and rewards
of ownership of the financial asset to the transferee; the Company should not derecognise a financial
asset if it retains substantially all the risks and rewards of ownership of the financial asset.

The Company neither transfers nor retains substantially all the risks and rewards of ownership, shows
as the following circumstances: if the Company has forgone control over the financial assets,
derecognise the financial assets and verify the assets and liabilities; if the Company retains its control
of the financial asset, the financial asset is recognised to the extent of its continuing involvement in
the transferred financial asset and recognise an associated liability is recognised.

(8) Offsetting financial assets and financial liabilities

When the Company has the legal right to offset recognised financial assets and financial liabilities,
and the legal right can be executed at present, and the Company has a plan to settle the financial assets
and financial liabilities at the same time or at net amount, the financial assets and financial liabilities
can be presented on the balance sheet after offsetting. Except for the above circumstances, financial
assets and financial liabilities cannot be offset and shall be presented separately on the balance sheet.

12. Fair value measurement

The fair value is defined as the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date.

The Company measures the relevant assets or liability at fair value supposing the orderly transaction
of asset selling or liability transferring incurring in a principal market of relevant assets or liabilities.
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In the absence of a principal market for the asset or liability, the Company assumes that the transaction
takes place at the most advantageous market of relevant asset or liability. A principal market (or the
most advantageous market) is the transaction market that the Company can enter into at measurement
date. The Company implements the hypothesis used by the market participants to realise the maximum
economic benefit in assets or liabilities pricing.

If there exists an active market for the financial assets or financial liabilities, the Company uses the
quotation on the active market as its fair value. For those in the absence of active market, the Company
uses valuation technique to recognise its fair value. However, under limited circumstances, the
Company may use all information about the results and operation of the investee obtained after the
date of initial recognition to determine whether cost represents fair value. Cost may represent the best
estimate of fair value of the relevant financial asset within the scope of distribution, and such cost
represents the appropriate estimate of fair value within the scope of distribution.

For non-financial assets measured at fair value, the Company should consider the capacity of the
market participants to put the assets into optimal use thus generating the economic benefit, or the
capacity to sell assets to other market participants who can put the assets into optimal use and generate
economic benefit.

The Company implements the valuation technique suitable for the current condition and supported by
enough available data and other information, gives priority in use of relevant observable inputs, only
the observable inputs cannot be obtained or impracticable before using unobservable inputs.

For the assets and liabilities measured or disclosed at fair value on financial statements, fair value
hierarchies are categorized into three levels as the lowest level input that is significant to the entire
fair value measurement: Level 1: inputs are quoted prices (unadjusted) in active markets for identical
assets and liabilities. Level 2: inputs are inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly or indirectly. Level 3: inputs are unobservable
inputs for the asset or liability.

At each balance sheet date, the Company re-evaluates the assets and liabilities recognised to be
measured at fair value on the financial statements to make sure whether conversion occurs between
fair value hierarchies.

13. Inventories
(1) Classification of inventories

The Company's inventories include raw materials, packaging materials, finished goods, work-in-
progress, low-value consumables, subcontracting materials, merchandise goods, consumable
biological assets and issued goods.

(2) Method of costing

The method of costing of the Company's inventories: Cost of finished goods are measured at planned
cost, and material cost differences are carried forward at the end of the period to adjust planned cost
to actual cost; other inventories are measured at actual cost on acquisition and raw materials received
are accounted for by the weighted-average method; low-value consumables and packaging materials
are amortised in full upon the use.

(3) Determination basis and provision method for decline in value of inventories

On the balance sheet date, the inventories are calculated at the lower of cost and the net realisable
value. When its net realizable value is lower than its cost, a provision for inventory impairment is
made
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The net realizable value is the estimated selling price of inventory minus the estimated costs to
complete, estimated selling expenses, and related taxes. In determining the net realizable value of
inventory, reliable evidence is used as a basis, while also considering the purpose of holding the
inventory and the impact of subsequent events after the balance sheet date.

Provision for inventory impairment is made on an item-by-item basis. For inventory with large
quantities and low unit prices, inventory impairment is provided based on inventory categories. For
inventory related to product lines produced and sold in the same region, with similar or identical final
uses or purposes, and difficult to measure separately from other items, inventory impairment is
combined.

On the balance sheet date, if the factors that previously impaired the value of inventory have
disappeared, the provision for inventory impairment is reversed within the originally provided amount.

(4) Inventory system

The Company maintains a perpetual inventory system.

(5) Amortisation methods of consumables and packaging materials

Low-value consumables and packaging materials of the Company are amortised in full when used.
14. Held for sale and discontinued operations

(1) Recognition and accounting treatment of non-current assets or the disposal group held for
sale

Non-current assets and disposal groups are classified as held for sale if the Company recovers its book
value mainly by selling (including the exchange of nonmonetary assets with commercial substance)
rather than continuing to use it.

The aforesaid non-current assets do not include investment property measured with the basis of fair
value; the biological assets measured with the basis of fair value less selling costs; the assets formed
by employee benefits; financial assets and the right arising from deferred income tax assets and
insurance contracts.

A disposal group is a group of assets to be disposed through sale or other means as a whole in a single
transaction, and liabilities directly associated with those assets that will be transferred in the
transaction. In certain circumstance, disposal groups include the goodwill obtained through business
combination.

Non-current assets and disposal groups that meet the following conditions are classified as held for
sale: according to the practice of disposing of this type of assets or disposal groups in a similar
transaction, a non-current asset or disposal group is available for immediate sale at its present condition;
the sale is likely to occur, that is, a decision has been made on a sale plan and a determined purchase
commitment is made, and the sale is expected to be completed within one year. Where the loss of
control over the subsidiaries is due to the sales of investment in subsidiaries, no matter whether the
Company retains part of the equity investment after selling or not, the investment in subsidiaries shall
be classified as held for sale in the separate financial statements when it satisfies the conditions for
category of held for sale; all assets and liabilities of subsidiaries shall be classified as held for sale in
the consolidated financial statements.

The difference between carrying amount of non-current assets or disposal groups classified as held for
sale and the net amount of fair value less selling costs shall be recognised as impairment loss on assets
upon initial measurement or when such noncurrent assets or disposal groups are remeasured at the
balance sheet date. For the amount of impairment loss on assets recognised in disposal groups, the
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carrying amount of disposal groups' goodwill shall be offset against first, and then offset against the
carrying amount of non-current assets according to the proportion of carrying amount of the individual
non-current assets in the disposal groups.

If on a subsequent balance sheet date, the net amount of the fair value of a held-for-sale disposal group
less its selling costs increases, the amount reduced previously shall be recovered, and reversed in the
asset impairment loss recognised on the noncurrent asset which is applicable to the measurement
requirements of Held-For-Sale Standards after the non-current asset is classified into held-for-sale
category. The reversed amount is credited to current profit or loss. The carrying value of goodwill
which has been offset cannot be reversed.

No depreciation or amortisation is provided for the non-current assets in the held-for-sale and the
assets in the disposal group held for sale. The interest on the liabilities and other costs in the disposal
group held for sale is recognised continuously. As far as all or part of investment in the associates and
joint ventures is concerned, for the part classified into the held-for-sale category, the accounting with
equity method shall be stopped, while the remaining part (which is not classified into the held for- sale
category) shall still be accounted for using the equity method. When the Company loses the significant
influence on the associates and joint venture due to the sale, the use of equity method shall be ceased.

When certain non-current asset or disposal group classified into the held-for-sale category no longer
meets the classification criteria for held-for-sale category, the Company shall stop classifying it into
the held-for-sale category and measure it according to the lower of the following two amounts:

(D The carrying amount of the asset of disposal group before it was classified into the held-for-sale
category after being adjusted with the depreciation, amortisation or impairment that could have been
be recognised if it was not classified into the held-for-sale category;

@ The recoverable amount.
(2) Determination of discontinued operation

Discontinued operation refers to the component meeting one of the following conditions that has been
disposed of by the Company or classified by the Company into the held-for-sale type and can be
identified separately:

(D The component represents an independent principal business or a separate principal business place.

@ The component is a part of the related plan for the contemplated disposal of an independent
principal business or a separate principal business place.

(3 The component is a subsidiary acquired exclusively for the purpose of resale.
(3) Presentation

The Company presents the non-current assets held for sale and the assets in the disposal group held
for sale under “assets classified as held for sale”, and the liabilities in the disposal group held for sale
under “liabilities classified as held for sale” in the balance sheet.

The Company presents the profit and loss for continuing operation and profit and loss for discontinued
operation in the income statement, respectively. The impairment loss and reversal amount and disposal
profit and loss of the non-current assets held for sale or disposal group not meeting the definition of
discontinued operation will be presented as the profit and loss of continuing operation. The operating
profit and loss (such as impairment loss and reversal amount) and disposal profit and loss of the
discontinued operation will be presented as the profit and loss of the discontinued operation.
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The disposal group proposed for retirement rather than sale and meeting the condition about the
relevant component in the definition of the discontinued operation will be presented as discontinued
operation from the date of retirement.

For the discontinued operation reported in the current period, the information formerly presented as
profit and loss of continuing operation will be presented as the profit and loss of discontinued operation
for the comparable accounting period in the financial statement of the current period. If the
discontinued operation no longer meets the classification criteria for held for- sale category, the
information formerly presented as profit and loss of discontinued operation will be presented as the
profit and loss of continuing operation for the comparable accounting period in the financial statement
of the current period.

15. Long-term equity investment

The long-term equity investment includes the equity investment in the subsidiary, joint ventures and
associates. The investee over which the Company has significant influence is the associates of the
Company.

(1) Determination of initial investment cost

The long-term equity investment resulting from corporate merger: For the long-term equity investment
resulting from merger of companies under the same control, the carrying amount of the ownership
equity of the merged party obtained on the merger date presented in the consolidated financial
statement of the final controlling party will be used as the investment cost. For the long-term equity
investment resulting from merger of companies under different controls, the merger cost will be used
as the investment cost of the long-term equity investment.

The long-term equity investment obtained by other means: For the long-term equity investment
obtained by paying cash, the actually paid purchase price will be used as the initial investment cost.
For the long term equity investment obtained by issuing equity securities, the fair value of the issued
equity securities will be used as the initial investment cost.

(2) Subsequent measurement and recognition method of profit or loss

The investment in subsidiary will be accounted for using cost method, unless the investment meets the
criteria of held-for-sale category. The investment in associates and joint venture will be accounted with
equity method.

For the long-term equity investment accounted for using cost method, except for the price actually
paid upon the investment or the cash dividend or profit in the consideration that has been declared but
not released, the cash dividend or profit declared and distributed by the investee is recognised as the
investment income and recorded into the profit and loss for the current period.

For the long-term equity investment accounted for using equity method, the investment cost of the
long-term equity investment shall not be adjusted if the initial investment cost of the long-term equity
investment is higher than the Company's share in the fair value of the identifiable net value of the
investee at the time of investment; if the initial investment cost of the long-term equity investment is
lower than the Company's share in the fair value of the identifiable net value of the investee at the time
of investment, the carrying amount of the long-term equity investment will be adjusted, with the
difference recorded into the profit and loss for the current period of investment.

When accounted for using the equity method, return on investment and other comprehensive income
are recognised according to the share in the investee's realised net profit or loss and other
comprehensive income respectively, and the carrying amount of the long-term equity investment is
adjusted. The carrying amount of the long-term equity investment will be deducted according to the
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profit distribution declared by the investee or cash dividend attributable to the Company. The carrying
amount of long term equity investment will be adjusted for changes to equity interest attributable to
the owners of the investee other than net profit or loss, other comprehensive income and profit
distribution, and recorded into capital reserve (other capital reserve). The Company's share of the net
profit or loss of the investees will be recognised after adjustment of the net profit of the investees
according to the accounting policy and accounting period of the Company on the basis of fair value of
all identifiable assets of the investee on acquisition.

If the Company is able to exert significant influence or implement joint control (which does not
constitute control) on the investee through additional investment or other reason, the sum of the fair
value of the original equity plus the additional investment cost will be used as the initial investment
cost, which will be accounted for with equity method, on the conversion date. The difference between
the fair value of the original equity on the conversion date and its carrying amount, and the
accumulated change of fair value recorded into other comprehensive income will be transferred into
the profit and loss for the current period, which will be accounted for using equity method.

If an entity loses joint control or has no significant influence over investees due to the elimination of
parts of the equity investment, the surplus equity after disposal shall be recognised in accordance with
“Accounting Standards for Business Enterprises No. 22 — Recognition and Measurement of Financial
Instruments”, and the difference between fair value and carrying amount should be recognised as profit
or loss for current period. Other comprehensive income of original equity investment recognised under
equity method shall be recognised in accordance with the same foundation used by the investees when
dispose the relevant assets or liabilities directly in the termination of equity method. Other changes of
owners' equity related to the original equity investment shall be transferred into profit or loss for
current period.

If an entity loses control over investees due to the elimination of parts of the equity investment, the
surplus owners' equity that is able to implement joint control or have significant influence over
investees shall be measured at equity method and are deemed to be recognised under equity method
since the acquisition date. The surplus owners' equity that are unable to implement joint control or
have no significant influence over investees shall be processed in accordance with “Accounting
Standards for Business Enterprises No. 22 — Recognition and Measurement of Financial Instruments”,
and the difference between fair value and carrying amount at the day of loss of control shall be
recognised as profit or loss for current period.

If the shareholding ratio of the Company is reduced due to the increase of capital of other investors,
and thus the control is lost, but the joint control or significant influence can be exerted on the invested
entity, the Company should recognise net asset according to the new shareholding ratio. The difference
between the original book value of the long-term equity investment corresponding to the decrease in
the shareholding ratio should be included in the current profit and loss; then, according to the new
shareholding ratio, the equity method is used to adjust the investment.

The Company recognises the unrealised profit or loss of intra-transaction between the joint ventures
or associates that belongs to itself according to the proportion of the shares and recognises the
investment income or loss after offset. However, the loss arising from the unrealised intra-transaction
between the Company and investees, which belongs to the impairment loss of assets transferred,
cannot be offset.

(3) Basis of determining common control and significant influence on the investee

Joint control is the contractually agreed sharing of control over an arrangement under which the
decisions relating to any activity require the unanimous consent of the parties sharing control. In
determining whether there is a joint control, the first judge is to determine whether the relevant
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arrangement is controlled collectively by all the parties involved or the group of the parties involved.
Secondly, and then determine whether the decisions related to the basic operating activities should
require the unanimous consent of the parties involved. If the parties involved or the group of the parties
involved must act consistently to determine the relevant arrangement, it is considered that the parties
involved or the group of the parties involved control the arrangement. If two or more parties involve
in the collectively control of certain arrangement, it shall not be considered as joint control. Protection
of rights shall not be considered in determining whether there is joint control.

Significant influence refers to the power to participate in the decision making process for financial and
operational policies of the investees without control or common control over the formulation of such
policies. When determining whether it has significant influence over the investee, the influence of the
voting shares of the investee held by the investor directly and indirectly and the potential voting rights
held by the investor and other parties which are exercisable in the current period and converted to the
equity of the investee, including the warrants, share options and convertible bonds that are issued by
the investee and can be converted in the current period, shall be taken into account.

When the Company owns directly or indirectly through its subsidiaries more than 20% (including 20%)
but less than 50% of the voting shares of the investee, it is generally considered to have significant

influence over the investee, unless there is clear evidence that it cannot participate in the production

and operation decisions of the investee and does not have a significant influence under such

circumstances. When the Company owns less than 20% (excluding) of the voting shares of the investee,
it is generally not considered to have significant influence on the investee unless there is clear evidence

that it can participate in the production and operation decisions of the investee and have significant

influence under such circumstances.

(4) Held-for-sale equity investment

Refer to Note III. 14 for the relevant accounting treatment of the equity investment to joint ventures
or associates all or partially classified as assets held for sale.

The surplus equity investments that are not classified as assets held for sale shall be accounted for
using equity method.

The equity investment to joint ventures or associates already classified as held for sale no longer meets
the conditions of assets held for sale shall be adjusted retroactively using equity method from the date
of being classified as assets held for sale.

(5) Impairment test and impairment provision

Refer to note III. 23 for investment to subsidiaries, associates and joint ventures and the impairment
provision of assets.

16. Investment properties

Investment properties are properties held to earn rental or capital appreciation or both. The investment
properties of the Company include land use rights that have already been leased out, land use rights
that are held for the purpose of sale after capital appreciation, buildings that have already been leased
out, etc.

Investment properties of the Company are measured initially at cost upon acquisition, and subject to
depreciation or amortisation in the relevant periods according to the relevant provisions on fixed assets
or intangible assets.

The Company adopts the cost model for subsequent measurement of the investment properties. The
method for asset impairment provision is set out in note I1I. 23.
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The balance after the disposal income from the disposal, transfer, scrapping or destruction of the
investment properties deducts the book value and the relevant taxes shall be recorded into the profit
and loss for the current period.

17. Fixed asset
(1) Conditions for recognition of fixed assets

The Company's fixed assets represent the tangible assets held by the Company using in the production
of goods, rendering of services, rent and for operation and administrative purposes with useful life
over one year.

The fixed asset can be recognised only when the economic benefit related to the fixed asset is probable
to flow into the company and the cost of the fixed asset can be reliably measured.

The Company's fixed assets are initially measured at the actual cost at the time of acquisition.
(2) Method of depreciation

The Company adopts the straight-line method to provision for depreciation. Depreciation of fixed
assets begins when they reach the status of intended use, and ceases to be depreciated when they are
derecognized or classified as non-current assets held for sale. Without taking into account the provision
for impairment, the Company determines the annual depreciation rates of various types of fixed assets
according to the type of fixed assets, estimated useful life and estimated residual value as follows:

Category Useful years (year) Annual depreciation Residual rate %
Properties and Buildings 20 4.5%-4.75% 5%-10%
Machine and equipment 10 9%-9.5% 5%-10%
Transportation equipment 5 18%-19% 5%-10%
Electric equipment and others 5-10 18%-19% 5%-10%

Where, for the fixed assets for which depreciation provision is made, to determine the depreciation
rate, the accumulated amount of the fixed asset depreciation provision that has been made shall be
deducted.

(3) Refer to note III. 23 for the impairment testing and the impairment provision of fixed assets.
(4) Recognition basis, valuation and depreciation method of financial leased fixed assets

When the Company's leased fixed assets meet one or more of the following criteria, it is recognized
as finance leased fixed assets:

(D Atthe expiration of the lease term, the ownership of the leased assets is transferred to the Company.

2 The Company has the option to purchase leased assets. The agreed purchase price is expected to
be much lower than the fair value of the leased asset when the option is exercised. Therefore, it can be
reasonably determined that the Company will exercise this option on the lease start date.

(3 Even if the ownership of the asset is not transferred, the lease term occupies most of the useful life
of the leased asset.

@ The present value of the Company's minimum lease payment on the lease start date is almost
equivalent to the fair value of the leased assets on the lease start date.

®)The leased assets are of special nature, and only our company can use them if they don't undergo
major transformation.
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For fixed assets leased by finance leases, the lower of the fair value of the leased assets on the lease
start date and the present value of the minimum lease payment shall be the entry value. The minimum
lease payment is taken as the entry value of the long-term payable, and the difference is taken as the
unrecognized financing expense. In the process of lease negotiation and signing of the lease contract,
the initial direct costs attributable to the lease item, such as handling fees, attorney fees, travel expenses,
stamp duty, etc., are included in the value of the leased asset. The unrecognized financing costs shall

be amortized by the effective interest method during each period of the lease term.

The fixed assets acquired by finance lease adopt the same policy as self-owned fixed assets to calculate
the depreciation of leased assets. If it can be reasonably determined that the ownership of the leased
asset will be obtained at the end of the lease term, depreciation shall be accrued on the useful life of
the leased asset; if it cannot be reasonably determined that the ownership of the leased asset will be
obtained at the end of the lease term, depreciation is accrued in the shorter of the lease period and the
useful life of the leased asset.

(5) The Company reviews the useful life and estimated net residual value of fixed asset and the
depreciation method applied annually at each of the period end.

The useful lives of fixed asset are adjusted if their expected useful lives are different from the original
estimates; the estimated net residual values are adjusted if they are different from the original estimates.

(6) Overhaul costs
The overhaul costs occurred in regular inspection of f are recognised in the cost of property, plant and
equipment if there is undoubted evidence to confirm that they meet the recognition criteria of fixed

assets, otherwise, the overhaul costs are recognised in profit or loss for the current period. Property,

plant and equipment are depreciated during the intervals of the regular overhaul.

18. Construction in progress

Construction in progress is measured at actual cost. Actual cost comprises necessary project
expenditure incurred during construction, borrowing cost that are eligible for capitalisation and other

necessary cost incurred to bring the fixed assets ready for their intended use.

Basis for transferring construction in progress to fixed assets is as follows:

Category Basis for transferring construction in progress to fixed assets

(1) Main construction project and supporting works have been substantially completed. (2)
Construction works have met the predetermined design requirements, verified and accepted by survey,
design, construction, supervision, and other units. (3) Approved by fire safety, land administration, and

Buildings and urban planning departments. (4) If GMP certification is required, it must pass the GMP on-site

structures inspection and receive a GMP compliance inspection report. (5) For construction projects that have
reached the predetermined status of use but have not yet undergone final settlement, fixed assets are
transferred based on the estimated value according to the actual project cost from the date of reaching
the predetermined usable state.

Production and (1) The relevant equipment and other supporting facilities have been installed. (2) The equipment has
ancillary been debugged and can maintain normal and stable operation for a period of time. (3) The production
equipment equipment is capable of consistently producing qualified products for a period of time. (4) The
requiring equipment has been verified and accepted by the asset management personnel and users. (5) If GMP
installation and certification is required, it must pass the GMP on-site inspection and receive a GMP compliance
debugging inspection report.
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For provision for impairment of construction in progress, refer to note II1. 23.

In the balance sheet, the ending balance of construction materials is presented under “construction in

progress”.
19. Borrowing costs
(1) Recognition principle of capitalisation of borrowing costs

For borrowing costs that are directly attributable to the acquisition, construction or production of a
qualifying asset, they shall be capitalised and included in the cost of related assets; other borrowing
costs are recognised as expenses and included in profit or loss when incurred. Capitalisation of such
borrowing costs can commence only when all of the following conditions are satisfied:

(D Expenditures for the asset incurred, capital expenditure includes the expenditure in the form of
cash payment, transfer of non-cash assets or the interest bearing liabilities for the purpose of acquiring

or constructing assets eligible for capitalisation;
@ Borrowing costs incurred;

(3 Activities relating to the acquisition, construction or production of the asset that are necessary to

prepare the asset for its intended use or sale have commenced.

(2) Capitalisation period of borrowing costs

Capitalisation of such borrowing costs ceases when the qualifying assets being acquired, constructed
or produced become ready for their intended use or sale. The borrowing cost incurred after that is
recognised as an expense in the period in which they are incurred and included in profit or loss for the

current period.

Capitalisation of borrowing costs is suspended during periods in which the acquisition, construction
or production of a qualifying asset is interrupted abnormally and when the interruption is for a
continuous period of more than 3 months; the borrowing costs in the normally interrupted period

continue to capitalise.

(3) Calculation of the capitalisation rate and amount of borrowing costs

The interest expense of the specific borrowings incurred at the current period, deducting any interest
income earned from depositing the unused specific borrowings in bank or the investment income
arising from temporary investment, shall be capitalised. The capitalisation rate of the general
borrowing is determined by applying the weighted average effective interest rate of general
borrowings, to the weighted average of the excess amount of cumulative expenditures on the asset

over the amount of specific borrowings.

During the capitalisation period, exchange differences on foreign currency special borrowings shall
be capitalised; exchange differences on foreign currency special borrowings shall be recognised as

current profits or losses.
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20. Biological assets

(1) Determination of biological assets

Biological assets refer to assets comprising living animals and plants. No biological asset shall be

recognised unless it meets the conditions as follows simultaneously:
(@O An enterprise possesses or controls the biological asset as a result of past transaction or event;

@ The economic benefits or service potential concerning this biological asset are likely to flow into
the enterprise;

(3 The cost of this biological asset can be measured reliably.

(2) Classification of biological assets

The Company’s biological assets are consumable biological assets which include traditional Chinese

medical herbal plant species.

The consumable biological assets refer to the biological assets held for sale, or biological assets to be
harvested as agricultural products in the future, consisting of growing traditional Chinese medical
herbal plant species. The consumable biological asset is initially measured at cost. The cost of any
consumable biological assets by way of self-planting, self-cultivating, self-breading is the necessary
cost directly attributable to this asset prior to the harvest, consisting of borrowing costs that meet the
conditions of capitalisation. The subsequent expenses for the maintenance, protection and cultivation

of a consumable biological asset after the harvest shall be included in the current profits or loss.

The cost of a consumable biological asset shall, at the time of harvest or sale, be carried over at its

book value by the weighted average method.

(3) Impairment of biological assets

If the net realisable value of the consumable biological assets is lower than their carrying amount,
provision of impairment loss is made and recognised in the profit or loss for the current period as the
excess of the carrying amount over the net realisable value. If the factors affecting the impairment of
consumable biological assets no longer exist, the amount of write-down shall be resumed and shall be
reversed from the original provision for the impairment loss before being recognised in the profit or

loss for the current period.
21. Intangible assets

An intangible asset is an identifiable non-monetary asset without physical substance owned or
controlled by the Company. An intangible asset is recognised only when all of the following conditions
are satisfied: It is probable that the economic benefits associated with the intangible assets will flow
to the enterprise; The cost of the intangible asset can be reliably measured. Intangible assets are
initially measured at actual cost.

The Company's intangible assets include land use rights, patents and proprietary technologies,
software, trademark rights, etc.
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Intangible assets are initially measured at historical cost, and the Company shall make judgement to
determine the useful life of intangible assets upon acquisition. Intangible assets with finite useful life
are amortised in the profit or loss over the estimated useful life, using the method that reflects the
expected realisation of economic benefits associated with the asset, and if the expected realisation
cannot be reliably determined, it is amortised using the straight-line method. Intangible assets with
indefinite useful life is not amortised.

Amortisation of intangible assets with finite useful life is as follows:

Category Useful life

Basis in determination
of useful life

Amortisation method

Note

Land use rights 30 to 50 years

Patents and proprietary

Land use period

Shorter of estimated benefit period

Straight-line method

software

other

1to 10 years Straight-line method

technologies and patent validity period

210 10 years Estimated benefit period Straight-line method

Shorter of estimated benefit period

Trademark rights and trademark validity period

5 years Straight-line method

10 years Estimated benefit period Straight-line method

The useful life for an intangible asset with a finite useful life and the method of amortisation are
reviewed at least once at the end of each financial year. If the useful life and amortisation method for
the intangible assets are different from the previous estimate, the change of amortisation is recognised
prospectively as the change of accounting estimate.

When the Company estimates an intangible asset can no longer bring future economic benefits to the
Company at the end of a period, the carrying amount in which should be reversed to profit or loss for
the current period.

Please refer to note II1. 23 for the provision of impairment of intangible assets.

22. Research and development expenditures

The research and development (R&D) expenses of our company consist of expenses directly related
to R&D activities, including salaries of R&D personnel, direct input costs, depreciation and
amortization of long-term assets, equipment debugging costs, amortization of intangible assets,
expenses for outsourcing research and development, clinical trial expenses, and other expenses.
Among these, the salaries of R&D personnel are allocated to R&D expenses based on project hours.
Equipment, production lines, and premises shared between R&D activities and other production

operations are allocated to R&D expenses based on the proportion of hours or area utilized.

Expenditures on an internal research and development project are classified into expenditures on the

research phase and expenditures on the development phase.

Expenditures on the research phase shall be recognised in profit or loss for the current period when

incurred.

Expenditures on the development phase will be capitalised only when all of the following conditions
are satisfied: it is technically feasible to complete the intangible asset so that it will be available for
use or sale; the Company intends to complete the intangible asset and use or sell it; it can be
demonstrated how the intangible asset will generate economic benefits, including proving that the

intangible assets or the products produced by it will have markets, or the intangible assets for internal
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use will be useful; there are adequate technical, financial and other resources to complete the
development and the Company is able to use or sell the intangible assets; and expenditures on the
development phase attributable to the intangible assets can be reliably measured. The development
expenditures that do not satisfy the above conditions shall be recognised in profit or loss for the current

period.

Our research and development projects enter the development stage after meeting the above conditions

and forming the project through the technical and economic feasibility studies.

Capitalised expenditures on the development phase are shown as development expenditures on the

balance sheet and reclassified as intangible assets on the date the project meets the intended purpose.
Capitalisation conditions for specific research and development projects are as follows:

(O  For research and development projects that are not required to obtain clinical approvals, the
period from the beginning of research and development to the pilot phase is treated as the research
phase, and all expenditures shall be recognised in profit or loss for the current period when incurred;
the period from the pilot phase to the obtaining of production approvals is treated as the development
phase, and all expenditures shall be recognised as development expenditures and reclassified as

intangible assets after the obtaining of production approvals.

@ For research and development projects that require clinical approval, the period from the
beginning of research and development to the obtaining of clinical approval is treated as the research
phase, and all expenditures incurred shall be recognised in profit or loss for the current period when
incurred; the period from the obtaining of clinical approval to the obtaining of production approval is
treated as the development phase, and the expenditures shall be recognised as development

expenditures and reclassified as intangible assets after the obtaining of production approval.

(3 The purchase price of the purchased external technology or formula is recognized as development
expenditures, and subsequent research and development expenditures are accounted for in accordance
with @O and @ above.

@ The Company reviews the latest research and development status of each project at the end of
each year and if the research and development project no longer qualifies for the development stage,

the corresponding development expenditure are recognised in profit or loss for the current period.

® Where it is impossible to differentiate the expenditures on the research phase and the expenditures
on the development phase, all the research and development expenditures are recognised in profit or

loss for the current period.

Please refer to note II1.23 for the impairment testing methodology and impairment provision for

intangible assets.

23. Impairment of assets
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The impairment of subsidiaries, associates and joint ventures in the long-term equity investments,
investment properties subsequently measured at cost, fixed assets, construction in progress, right-of-
use assets, intangible assets, etc. (Excluding inventories, deferred income tax assets and financial

assets) are determined as follows:

At the balance sheet date, the Company determines whether there may be evidence of impairment, if
there is any, the Company will estimate the recoverable amount for impairment, and then test for
impairment. For goodwill arising from a business combination, intangible assets with indefinite useful
life and the intangible assets that have not yet ready for use are tested for impairment annually

regardless of whether such evidence exists.

The recoverable amount of an asset is determined by the higher amount of fair value deducting disposal
costs and net present value of future cash flows expected from the assets. The Company estimates the
recoverable amount based on individual asset; for individual asset which is difficult to estimate the
recoverable amount, the recoverable amount of the asset group is determined based on the asset group
involving the asset. The identification of the asset group is based on whether the cash flow generated

from the asset group is independent of the major cash inflows from other assets or asset groups.

When the asset or asset group’s recoverable amount is lower than its carrying amount, the Company
reduces its carrying amount to its recoverable amount, the reduced amount is included in profit or loss,

while the provision for impairment of assets is recognised.

In terms of impairment test of the goodwill, the carrying amount of the goodwill, arising from business
combination, shall be allocated to the related asset group in accordance with a reasonable basis at
acquisition date. Those that are difficult to be allocated to related assets shall be allocated to related
asset group. Related assets or assets group refer to those that can benefit from the synergies of business

combination and are not larger than the Company’s recognised reporting segment.

When there is an indication that the asset and asset group are prone to impair, the Company should
test for impairment for asset and asset group excluding goodwill and calculate the recoverable amount
and recognise the impairment loss accordingly. The Company should test for impairment for asset or
the asset group including goodwill and compare the asset or asset group’s recoverable amount with its
carrying amount, provision for impairment of assets shall be recognised when the recoverable amount

of assets is lower than its carrying amount.
Once impairment loss is recognised, it cannot be reversed in subsequent accounting periods.
24. Long-term deferred expenses

The Company’s long-term deferred expenses measured at cost actually incurred and evenly amortised
on straight-line basis over the expected beneficial period. For the long-term deferred expense items
that cannot benefit in subsequent accounting period, their amortised value is recognised through profit

or loss.
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25. Employee compensation

(1) The scope of employee compensation

Employee compensation are all forms of remuneration and compensation given by the Company in
exchange for service rendered by employees or the termination of employment. Employee
compensation include short-term employee compensation, post-employment benefits, termination
benefits and other long-term employee benefits. Employee compensation include benefits provided to
employees’ spouses, children, other dependants, survivors of the deceased employees or to other

beneficiaries.

According to liquidity, employment compensations are presented separately as “accrued payroll” item

and “long-term employment compensation payable” item in the balance sheet.

(2) Short-term employee compensation

During the accounting period in which the employees render the related services, wages, bonuses,
social security contributions (including medical insurance, injury insurance, maternity insurance, etc.)
and house funding are recognised as liability and included in the profit or loss for the current period

or related asset costs.
(3) Post-employment benefits

Post-employment benefit plans mainly include defined contribution plans. A defined contribution plan
refers to a post-employment benefit plan where the Company no longer bears further payment
obligations after depositing fixed costs into an independent fund. The Company is only involved in
Defined contribution plans.

Defined contribution plans include basic pension insurance and unemployment insurance.

During the accounting period in which the employees provide services, the amount payable calculated
based on the defined contribution plan is recognized as a liability and is either recorded in the profit
or loss of the current period or included in the cost of related assets.

(4) Termination benefits

The liability of employee compensation arising from termination benefits is recognised and included
in profit or loss for the current period in the earlier date of the followings: The Company cannot
unilaterally withdraw the offer of termination benefits because of an employment termination plan or
a curtailment proposal; the Company recognises costs or expenses related to the restructuring that

involves the payment of termination benefits.

For the implementation of the internal retirement plan for employees, the economic compensation
before the official retirement date is a termination benefit. The wage of and social insurance
contributions for the internally retired employee which would have incurred from the date on which
the employee cease rendering services to the Company to the scheduled retirement date will be
included in the profit or loss for the current period. Economic compensation after the official

retirement date (such as normal pension) should be treated as post-employment benefits.
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(5) Other long-term employee benefits

When other long-term employee benefits provided to the employees by the Company are satisfied the
conditions of a defined contribution plan, those benefits shall be accounted for in accordance with the
relevant provisions of the above defined contribution plans. When the benefits are satisfied the
conditions of a defined benefit plan, those benefits shall be accounted for in accordance with the
relevant provisions of the above defined benefit plans, except that the “change in remeasurement of
the net liability or net assets of the defined benefit plans” in the cost of the related employee
compensation shall be included in profit or loss for the current period or related asset costs.

26. Provision for liabilities

An obligation related to a contingency is recognised as a provision when all of the following conditions

are satisfied:

(1) The obligation is a present obligation of the Company;

(2) Itis probable that an outflow of economic benefits will be required to settle the obligation;
(3) The amount of the obligation can be measured reliably.

Provisions are initially measured at the best estimate of the payment to settle the associated obligations
and consider the relevant risk, uncertainty and time value of money. If the impact of time value of
money is significant, the best estimate is determined as its present value of future cash outflow. The
Company reviews the carrying amount of provisions at the balance sheet date and adjusts the carrying

amount to reflect the best estimate.

If the expenses for clearing of provisions is fully or partially compensated by a third party, and the
compensated amount can be definitely received, it is recognised separately as asset. The compensated

amount recognised shall not be greater than the carrying amount of the liability recognised.
27. Share-based payment and equity instruments

(1) Accounting treatment of share-based payment

Share-based payments are transactions in which equity instruments are granted or liabilities are
assumed on the basis of equity instruments in order to obtain services from employees or other parties.
Share-based payment is classified into equity-settled share-based payment and cash-settled share-

based payment.

(D Equity-settled share-based payment

Equity-settled share-based payment is measured at the fair value of the equity instruments granted to
employees. If vesting is conditional upon completion of services in the pending period or fulfilment
of performance conditions, at each balance sheet date during the pending period, based on the best
estimates of the number of vested equity instruments, the services received for the period are
recognised as the costs or expenses on a straight-line basis. Instruments which are vested immediately
upon the grant are included in relevant costs or expenses at the fair value of equity instruments on the

date of grant and capital reserves are increased accordingly.
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At each balance sheet date during the pending period, the Company makes the best estimate and
revises the number of equity instruments expected to be exercisable based on subsequent information
such as changes in the number of exercisable employees obtained from the latest available information.
The effect of the above estimates is recognised as the relevant cost or expense in the current period,

and capital surplus is adjusted accordingly.

For the equity instruments granted under an equity-settled share-based payment for services from other
parties, if the fair value of services received from other parties can be measured reliably, the fair value
of the equity instruments is measured at the fair value of services from other parties on the grant date;
if the fair value of services received from other parties cannot be measured reliably but the fair value
of the equity instruments can be measured reliably, the fair value of the equity instruments on the date
on which services are received shall be recognised as related costs or expenses, with a corresponding

increase in owners' equity.

2 Cash-settled share-based payment

Cash-settled share-based payments are measured at the fair value of the liabilities (share-based or other
equity instrument-based) assumed by the Company. Instruments which are vested immediately upon
the grant are included in relevant costs or expenses at the fair value of liabilities assumed by the
Company on the date of grant and liabilities are increased accordingly. If vesting is conditional upon
completion of services in the pending period or fulfilment of performance conditions, at each balance
sheet date during the pending period, based on the best estimates of the vesting situation, the services
received for the period are recognised as the costs or expenses and corresponding liabilities at fair

value of the liabilities assumed by the Company.

At each balance sheet date and settlement date before the relevant liabilities are settled, the fair value
of liabilities is re-measured and the resulting changes are included in the profit and loss for the current

period.

(2) Accounting treatment for amendment and termination of share-based payments

When the Company modifies the share-based payment plan, and if such modification increases the
fair value of the equity instruments granted, the increase in services received will be recognised
accordingly following the increase in fair value of the equity instruments; if such modification
increases the number of equity instruments granted, the increase in fair value of the equity instruments
is recognised as a corresponding increase in service achieved. The increase in fair value of the equity
instruments refers to the difference in fair value on the date of modification before and after the
modification in respect of the equity instruments. If the modification reduces the total fair value of the
share-based payments or adopts any form that is unfavorable to employees to modify the terms and
conditions of the share-based payment plan, accounting treatment will be continued to be conducted
in respect of the services received and the modification will be deemed to have never occurred, unless

the Company had cancelled part or all of the equity instruments granted.
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During the pending period, if the equity instruments granted are cancelled (except for failure to meet
the non-market conditions of the vesting conditions), the Company will undertake an accelerated
vesting in respect of the cancelled equity instruments that had been granted, include the remaining
amount that shall be recognised during the pending period in the current profit and loss immediately
and recognise capital reserve accordingly. Where employees or other parties are permitted to choose
to fulfil non-vesting conditions but have not fulfilled during the pending period, the Company will
treat the granted equity instruments as cancelled.

(3) Accounting treatment for share-based payments involving the Company and the
shareholders or the de facto controller of the Company

For share-based payment transactions involving the Company and the shareholders or the de facto
controller of the Company, the settlement enterprise and the enterprise receiving services (one under
the Company while another external to the Company) shall follow the requirements below to conduct

accounting treatment in the Company’s consolidated financial statements:

(DFor settlement enterprises settling through their own equity instruments, such share-based payment
transaction will be treated as equity-settled share-based payment; except for this, such share-based

payment transaction will be treated as cash-settled share-based payment.

Where a settlement enterprise is an investor of an enterprise receiving services, the fair value of the
equity instruments on the date of grant or the fair value of the liabilities that shall be assumed are
recognised as long-term equity investment in the enterprise receiving services, at the same time, capital

reserve (other capital reserve) or liabilities are recognised.

(2 Where an enterprise receiving services has no settlement obligations or grants its own equity
instruments to employees, such share-based payment transaction will be treated as equity-settled
share-based payment; where an enterprise receiving services has settlement obligations and grants
equity instruments (other than its own) to employees, such share-based payment transaction will be

treated as cash-settled share-based payment.

For a share-based payment transaction occurring among enterprises under the Company where the
enterprise receiving services and the settlement enterprise are not the same enterprise, such share-
based payment transaction shall be recognised and measured in each of the respective financial
statements of the enterprise receiving services and the settlement enterprise by reference to the above

principles.
28. Preferred shares, perpetual bonds and other financial instruments

(1) Classification of financial liabilities and equity instruments

The Company classifies the financial instrument or its components as financial assets, financial
liabilities or equity instruments at the initial recognition based on the contract terms of the issued
financial instrument and the economic substance it reflects, instead of only in legal form, and combine

the definition of financial assets, financial liabilities and equity instruments.
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(2) Accounting treatment of preferred shares, perpetual bonds and other financial instruments

The financial instruments issued by the Company are initially recognised and measured in accordance
with the financial instrument standards; thereafter, interest or dividends are accrued or distributed on
each balance sheet date and processed in accordance with relevant specific accounting standards for
enterprises. That is, on the basis of the classification of the financial instrument issued, the accounting
treatment of interest expenses or dividend distributions of the instrument is determined. For financial
instruments classified as equity instruments, interest expenses or dividend distributions are treated as
profit distribution of the Company, and repurchases and cancellations are treated as changes in equity;
for financial instruments classified as financial liabilities, interest expenses or dividend distributions
are in principle treated according to borrowing costs, and gains or losses arising from repurchase or

redemption are credited to profit or loss for the current period.

The transaction costs such as charges and commissions incurred by the Company when issuing
financial instruments, if classified as debt instruments and measured at amortised cost, are included in
the initial measurement amount of the issued instrument; if classified as equity instruments, are

deducted from equity.
29. Revenue
(1) General principle

The Company shall recognise revenue when the Company satisfies the performance obligation of the

contract, that is, the customer obtains control of relevant goods or services.

When the contract contains two or more performance obligations, on the effective date of the contract,
the Company allocates the transaction price to each performance obligation based on the percentage
of respective unit price of a good or service guaranteed by each performance obligation, and the

revenue is measured according to the transaction price allocated to each performance obligation.

If one of the following conditions is fulfilled, the Company satisfies a performance obligation over

time; otherwise, it satisfies a performance obligation at a point in time:

(D When the customer simultaneously receives and consumes the benefits provided by the Company

when the Company performs its obligations under the contract.

(2 When the customer is able to control the commodity in progress in the course of performance by

the Company under the contract.

(3 The product produced by the Company under the contract is irreplaceable and the Company has

the right to payment for performance completed to date during the term of the contract.

For a performance obligation satisfied over time, the Company shall recognise revenue over time by
measuring the process towards complete satisfaction of the performance obligation. When the progress

of performance cannot be reasonably determined, if the costs incurred by the Company are expected
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to be recoverable, the revenue will be recognised to the extent of the costs incurred until the progress

of performance can be reasonably determined.

For a performance obligation satisfied at a point in time, the Company shall recognise revenue when
the customer obtains control of relevant goods or services. When determining whether the customer

has obtained control of the goods and services, the Company will consider the following indications:

(D The Company has the current right to receive payment for the goods or services, which is when

the customers have the current payment obligations for the goods.

(2 The Company has transferred the legal title of the goods to the client, which is when the client
possesses the legal title of the goods.

(3 The Company has transferred the physical possession of goods to the customer, which is when the

customer obtains physical possession of the goods.

@ The Company has transferred all of the substantial risks and rewards of ownership of the goods to
the customer, which is when the client obtains all of the substantial risks and rewards of ownership of

the goods to the customer.
® When the customer has accepted the goods or services.
® When other information indicates that the customer has obtained control of the goods.

A contract asset represents the Company’s right to consideration in exchange for goods or services
that it has transferred to a customer when that right is conditioned on factors other than passage of
time, for which the loss allowances for expected credit loss is recognised (see Note I11.11(6) ). The
Company shall present any unconditional (i.e. if only the passage of time is required) rights to
consideration separately as a receivable. A contract liability is the Company’s obligation to transfer
goods or services to a customer for which the Company has received consideration (or the amount is

due) from the customer.

The contract assets and liabilities under the same contract shall be shown on a net basis. If the net
amount stated in debit balance, it will be presented under the items of “Contract assets” or “Other non-
current assets” according to its mobility; If the net amount stated in credit balance, it will be presented

under the items of “Contract liabilities” or “Other non-current liabilities” according to its mobility.
(2) Specific method

The Company enters into sales contracts with customers. Revenue from sales is recognised according
to the invoiced amount upon the delivery of goods to the designated carrier or purchaser according to
the orders received from customers; revenue from export sales is recognised mainly by adopting FOB

mode according to custom declaration upon making declaration for goods and completing the export

procedures.

The Company offers consistent credit terms to all types of customers, with no significant financing
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component involved.

The Company operates on a buyout sales model with distributors, and revenue recognition under the

distribution model is consistent with the direct sales model.

For sales with sales return provisions, revenue recognition is limited to the amount expected not to
result in significant returns based on the cumulative revenue recognized. The Company recognizes
liabilities based on the expected refund amount, while recognizing an asset for the expected value of
returned goods at the time of transfer, net of estimated costs (including the value impairment of

returned goods).

30. Contract costs

Contract costs are either the incremental costs of obtaining a contract with a customer or the costs to

fulfil a contract with a customer.

Incremental costs of obtaining a contract are those costs that the Company incurs to obtain a contract
with a customer that it would not have incurred if the contract had not been obtained e.g. an
incremental sales commission. The Company recognises as an asset the incremental costs of obtaining
a contract with a customer if it expects to recover those costs. Other costs of obtaining a contract are

expensed when incurred.

If the costs to fulfil a contract with a customer are not within the scope of inventories or other
accounting standards, the Company recognises an asset from the costs incurred to fulfil a contract only

if those costs meet all of the following criteria:

(D The costs relate directly to an existing contract or to a specifically identifiable anticipated contract,
including direct labour, direct materials, allocations of overheads (or similar costs), costs that are
explicitly chargeable to the customer and other costs that are incurred only because the Company

entered into the contract;

@) The costs generate or enhance resources of the Company that will be used in satisfying (or in

continuing to satisfy) performance obligations in the future;
(3 The costs are expected to be recovered.

Assets recognised for the incremental costs of obtaining a contract and assets recognised for the costs
to fulfil a contract (the “assets related to contract costs™) are amortised on a systematic basis that is
consistent with the transfer to the customer of the goods or services to which the assets relate and

recognised in profit or loss for the current period.

The Company recognises an impairment loss in profit or loss to the extent that the carrying amount of

an asset related to contract costs exceeds:

(O Remaining amount of consideration that the Company expects to receive in exchange for the goods

or services to which the asset relates;
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@ The cost estimated to be happened for the transfer of related goods or services.

The costs of contract performance recognised as assets, if the amortisation period is less than one year
or a normal operating cycle upon the initial recognition, are presented as “Inventories” item, and if the
amortisation period is more than one year or a normal operating cycle upon the initial recognition, are

presented as “Other non-current assets” item.

The contract obtaining costs recognised as assets, if the amortisation period is less than one year or a
normal operating cycle upon the initial recognition, are presented as “Other current assets” item, and
if the amortisation period is more than one year or a normal operating cycle upon the initial recognition,

are presented as “Other non-current assets” item.

31. Government grants

A government grant shall be recognised only when the enterprise can comply with the conditions

attaching to the grant and the enterprise can receive the grant.

If a government grant is in the form of a transfer of a monetary asset, the item is measured at the
amount received. If a government grant is in the form of a transfer of a non-monetary asset, the item
is measured at fair value, when fair value is not reliably determinable, the item is measured at a

nominal amount of RMBI.

Government grant related to assets represents the government grant received for acquisition and
construction of long term assets, or forming long term assets in other ways. Except for these, all are

government grant related to income.

Regarding to the government grant not clearly defined in the official documents and can form long
term assets, the part of government grant which can be referred to the value of the assets is classified
as government grant related to assets and the remaining part is government grant related to income.
For the government grant that is difficult to distinguish, the entire government grant is classified as

government grant related to income.

The government grant related to assets is recognised as deferred income and would be transferred to
profit or loss in reasonable and systematic manner within the period of use of the relevant assets. The
government grant related to income which is used to compensate the relevant costs or losses incurred
should be recognised in the profit or loss for the current period; the government grant related to income
which is used to compensate the relevant costs or losses for the subsequent period is recognised as
deferred income and shall be recognised in profit or loss during the relevant cost or loss confirmation
period. Government grants measured in nominal terms are directly included in the profit or loss for
the current period. The Company has adopted a consistent approach to the same or similar government

grant business.

The government grants related to daily activities are recognised as other gains in accordance with the

substance of economic business. Government grants that are not related to daily activities are
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recognised as non-operating income and expenses.

If the recognised government grants need to be refunded, adjust the carrying amount of assets when
the carrying amount of assets is offset at the time of initial recognition; the balance of deferred income
is offset against the carrying amount of the balance of deferred income and the excess is recognised in
the profit or loss for the current period. Other circumstances, it is directly recognised in the profit or

loss for the current period.

32. Deferred tax assets and deferred tax liabilities

Income tax comprises of current tax and deferred tax. Current tax and deferred tax are recognized in
profit or loss except to the extent that they relate to transactions or items recognized directly in equity
and goodwill arising from a business combination.

Temporary differences arising from the difference between the carrying amount of an asset or liability
and its tax base are recognized as deferred tax using the balance sheet liability method.

All the taxable temporary differences are recognized as deferred tax liabilities except for those incurred
in the following transactions:

(1) Initial recognition of goodwill or initial recognition of an asset or liability in a transaction which
is neither a business combination nor affects accounting profit or taxable profit (or deductible loss)

when the transaction occurs;

(2) The taxable temporary differences associated with investments in subsidiaries, associates and
joint ventures, and The Company is able to control the timing of the reversal of the temporary

difference and it is probable that the temporary difference will not reverse in the foreseeable future.

The Company recognizes a deferred tax asset for the carry forward of deductible temporary
differences, deductible losses and tax credits to subsequent periods, to the extent that it is probable
that future taxable profits will be available against which the deductible temporary differences,

deductible losses and tax credits can be utilized, except for those incurred in the following transactions:

(1) The transaction is neither a business combination nor affects accounting profit or taxable profit
(or deductible loss) when the transaction occurs (Except for single transactions resulting in equal
temporary differences and deductible temporary differences arising from initially recognized assets

and liabilities);

(2) The deductible temporary differences associated with investments in subsidiaries, associates and
joint ventures, the corresponding deferred tax asset is recognized when both of the following
conditions are satisfied: it is probable that the temporary difference will reverse in the foreseeable
future and it is probable that taxable profits will be available in the future against which the temporary

difference can be utilized.

At the balance sheet date, deferred tax assets and deferred tax liabilities are measured at the tax rates
that are expected to apply to the period when the asset is realized or the liability is settled, and their

tax effect is reflected.
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At the balance sheet date, the Company reviews the carrying amount of a deferred tax asset. If it is
probable that sufficient taxable profits will not be available in future periods to allow the benefit of
the deferred tax asset to be utilized, the carrying amount of the deferred tax asset is reduced. Any such
reduction in amount is reversed when it becomes probable that sufficient taxable profits will be

available.

At the balance sheet date, deferred tax assets and deferred tax liabilities are presented as a net amount

after offsetting when they simultaneously meet the following conditions:

(1) The legal right exists for the tax-paying entity within the Company to settle current income tax

assets and current income tax liabilities on a net basis.

(2) Deferred tax assets and deferred tax liabilities relate to income taxes levied by the same tax

authority on the same tax-paying entity within the Company.
33. Leases

(1) Identification of leases

At the inception of a contract, the Company, as a lessee or lessor, assesses if the customer in a contract
has the right to obtain substantially all the economic benefits from use of the identified assets and the
right to direct the use of the identified assets in the period of use. The Company would identify that a
contract is a lease, or contains a lease if a party of the contract transfers the right to control the use of

one or more identified assets for a period of time in exchange for consideration.

(2) The Company as the lessee

At the inception of a lease, the Company recognises all its leases as the right-of-use assets and lease
liabilities, except for the short-term leases and the leases of low-value assets which are treated with a

simplified approach.
For the accounting policies on the right-of-use assets, please refer to Note I11. 34.

Lease liabilities are initially measured based on the present value of outstanding lease payment at the
inception of a lease, discounted using the interest rate implicit in the lease or the incremental borrowing
rate. Lease payment include: fixed payments and in-substance fixed payments, less any lease
incentives (if there is a lease incentive); variable lease payment that are based on an index or a rate;
the exercise price of a purchase option if the lessee is reasonably certain to exercise that option;
payments of penalties for terminating the lease option, if the lease term reflects that the lessee will
exercise that option; and amounts expected to be payable under the guaranteed residual value provided
by the lessee. The Company shall subsequently calculate the interest expenses of lease liabilities over
the lease term at the fixed periodic interest rate, and include it into the profit or loss for the current
period. Variable lease payments not included in the measurement of lease liabilities are charged to

profit or loss in the period in which they actually arise.
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Short-term lease

Short-term lease refers to the lease that the lease term does not exceed 12 months from the inception
of a lease, and the lease that includes the option of purchase is not a short-term lease.

The Company recognises the amount of lease payments of short-term lease in the cost of the related
asset or the profit or loss for the current period, on a straight-line method over each period of the lease
term.

Leases of low-value assets

Leases of low value assets refer to lease of a single leased asset whose value is less than 40,000 yuan
when it is a brand-new asset.

The Company recognised the lease payments for the leases of low-value assets in the relevant asset
cost or the profit or loss for the current period on a straight-line basis over each period of the lease
term.

For leases of low value assets, the Company chooses to adopt the above simplified method according
to the specific situation of each lease.

(3) The Company as the lessor

When the Company is the lessor, the lease that substantially transfers all the risks and rewards related
to the ownership of assets is recognised as a finance lease, and leases other than finance leases are

recognised as operating leases.
Finance leases

In a financial lease, the Company uses the net investment in leases as the carrying amount of finance
lease receivables at the inception of a lease. The net investment in leases is the sum of the unguaranteed
residual value and the present value of the outstanding lease payment at the inception of a lease,
discounted using the interest rate implicit in the lease. The Company, as the lessor, calculates and
recognises the interest income over each period of the lease term at a fixed periodic interest rate.
Variable lease payments not included in the measurement of the lease liability, which are obtained by

the Company as a lessor, are recognised in profit or loss as incurred.

The termination of recognition and impairment of financial lease receivables is accounted for in
accordance with the provisions of “Accounting Standards for Business Enterprises No. 22 —
Recognition and Measurement of Financial Instrument” and “Accounting Standards for Business

Enterprises No. 23 — Transfer of Financial Assets”.
Operating leases

For the rental of operating leases, the Company recognises it in the profit or loss for the current period
on a straight- line basis over each period of the lease term. The initial direct cost incurred in connection
with an operating lease shall be capitalised and amortised on the same basis for recognition of rental
income during the lease term, and shall be included in instalments in the profit or loss for the current

period. The variable lease payment, which is obtained in connection with an operating lease and not
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included in the lease receivables, shall be included in the profit and loss for the current period when

they actually occur.
34. Right-of-use assets

(1) Recognition condition of right-of-use assets

The right-of-use assets of the Company are defined as the right of underlying assets in the lease term

for the Company as a lessee.

Right-of-use assets are initially measured at cost as at the commencement date of the lease, which
consists of: the amount of the initial measurement of the lease liability; any lease payments made at
or before the commencement date of the lease less any lease incentives received if any; initial direct
expenses incurred by the Company as a lessee; costs to be incurred by the Company as a lessee in
dismantling and removing a leased asset, restoring the site on which it is located or restoring the leased
assets to the condition required by the terms and conditions of the lease. The Company as a lessee
recognises and measures the costs of demolition and restoration according to “Accounting Standards
for Business Enterprises No.13 — Contingencies”, and subsequently adjusts for any remeasurement of

lease liability.

(2) Depreciation method of right-of-use assets

The Company calculates depreciation on a straight-line basis. Right-of-use assets in which the
Company as a lessee is reasonably certain to obtain ownership of the underlying leased assets at the
end of the lease term are depreciated over the remaining useful life. Otherwise, right-of-use assets are
depreciated over the shorter of the lease term and its remaining useful life.

(3) For methods of impairment testing and provision for impairment for right-of-use assets,
please refer to note III. 23.

35. Repurchase of shares

Prior to cancellation or transfer of shares repurchased, the Company recognises all expenditures
arising from share repurchase as cost of treasury shares in the treasury share account. Considerations
and transaction fee incurred from the repurchase of shares shall lead to the elimination of owners’
equity and does not recognise profit or loss when shares of the Company are repurchased, transferred

or cancelled.

The difference between the actual amount received and the carrying amount of the treasury stock are
recognised as capital reserve when the treasury stocks are transferred, if the capital reserve is not
sufficient to be offset, the excess amount shall be recognised to offset surplus reserve and undistributed
profit. When the treasury stocks are cancelled, the capital shall be eliminated according to the number
of shares and par value of cancellation shares, the difference between the actual amount received and
the carrying amount of the treasury stock are recognised as capital reserve, if the capital reserve is not
sufficient to be offset, the excess amount shall be recognised to offset surplus reserve and undistributed

profit.
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36. Significant accounting judgements and estimates

Significant accounting estimates and critical assumptions adopted by the Company are continually
evaluated based on historical experience and other factors, including expectations of future events that
are believed to be reasonable. The significant accounting estimates and critical assumptions that have
a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities

within the next accounting year are set out below:

(1) Classification of financial assets

Significant judgements involved in determining the classification of financial assets include analysis

of business mode and characteristics of the contractual cash flows.

Factors considered by the Company in determining the business model of financial assets management
for a group of financial assets include past experience on how financial asset’s performance is
evaluated and reported to key management personnel, how risks affecting the performance of financial

asset are assessed and managed and how managers of related businesses are compensated.

When assessing whether the contractual cash flows of financial assets are consistent with basic lending
arrangement, the Company adopts the following significant judgements: whether the time distribution
or amounts of the principal within the duration may change due to early repayment and other reasons;
whether the interest includes only the time value of money, credit risk, other basic lending risks and
the consideration for cost and profit. For example, the amounts of early repayment only reflect
principal unpaid, the interest based on principal unpaid and reasonable compensation paid for early

termination of a contract.

(2) Measurement of ECL for accounts receivables

The Company calculates ECL of accounts receivables according to their exposure at default and ECL
rate, and determines ECL rate based on probability of default and loss given default. When determining
ECL rate, the Company adopts data like historical credit loss experience in combination with current
situation and forward-looking information to adjust historical data. When considering forward-looking
information, the Company uses indicators including the risk of economic downturn, external market
environment, technology environment and changes on customer situation. The Company periodically

monitors and reviews assumptions relevant to the measurement of ECL.
(3) Impairment of non-current assets other than financial assets (other than goodwill)

On the balance sheet date, the Company assesses whether there are indications of impairment for non-
current assets other than financial assets. For intangible assets that have not yet reached the status of
use, impairment testing is conducted when there are indications of impairment, in addition to the
annual impairment test. For non-current assets other than financial assets, impairment testing is
conducted when there are indications that their carrying amounts may not be recoverable. Impairment

is recognized when the carrying amount of an asset or asset group exceeds the higher of its recoverable
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amount, which is the net amount of fair value less disposal costs and the present value of estimated
future cash flows. The net amount of fair value less disposal costs is determined by reference to the
selling price in similar assets in fair transactions or observable market prices, minus incremental costs
directly attributable to the asset disposal. In estimating the present value of future cash flows,
management estimates the expected future cash flows of the asset or asset group and selects an

appropriate discount rate to determine the present value of future cash flows.

(4) Impairment of goodwill

The Company evaluates whether goodwill is impaired at least once a year. This requires an estimate
of the value in use of the asset groups to which the goodwill is allocated. In estimating the value in
use, the Company needs to estimate the future cash flows generated from the asset groups and also to

choose an appropriate discount rate in order to calculate the present value of the future cash flows.

(5) Development costs

Determining the amounts to be capitalised requires the management to make assumptions regarding
the expected future cash flows generated from the relevant assets, discount rates to be applied and the

expected period of benefits.

(6) Deferred tax assets

The deferred income tax assets will be recognised for all unused tax losses to the extent that it is
probable that there will be sufficient taxable profits against which the loss is utilised. This requires the
management to exert numerous judgments to estimate the timing and amount of the future taxable
profits so as to determine the amount of deferred income tax assets to be recognised with reference to

the tax planning strategy.

(7) Revenue recognition

As stated in note III. 28, the Company makes the following significant accounting judgements and
estimates in terms of revenue recognition: identifying customer contracts; estimating the recoverability
of the considerations that are entitled to be obtained by transferring goods to customers; identifying
the performance obligation in the contract; estimating the variable consideration in the contract and
cumulative revenue recognised where it is highly probable that a significant reversal therein will not
occur when the relevant uncertainty is resolved; assessing whether there is a significant financing
component in the contract; estimating the individual selling price of the individual performance
obligation in the contract, etc. The Company makes judgments primarily based on historical
experiences and works. Changes in these significant judgments and estimates may have significant

impacts on the operating income, operating costs, and profit or loss of the current or subsequent periods.

(8) Determination of the fair value of unlisted equity investment

The fair value of unlisted equity investments represents the expected future cash flows discounted at

the prevailing discount rate of items with similar terms and risk characteristics. It requires the
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Company to estimate the expected future cash flows and discount rates, and therefore there is
uncertainty. Under limited circumstances, if the information used to determine the fair value is
insufficient, or the possible estimated amount of fair value is widely distributed, and cost represents
the best estimate of the fair value within such scope, the cost may represent an appropriate estimate of

the fair value within such distribution scope.
37. Changes in significant accounting policies and accounting estimates
(D Interpretation No. 16 of Accounting Standards for Business Enterprises

The Ministry of Finance issued the Interpretation No. 16 of Accounting Standards for Business
Enterprises (Cai Kuai [2022] No. 31, hereinafter referred to as “Interpretation No. 16”) in November
2022.

Interpretation No. 16 stipulates that for individual transactions that are not business combinations and
do not affect either accounting profit or taxable income (or deductible losses) at the time of occurrence,
and where the initial recognition of assets and liabilities results in equal taxable temporary differences
and deductible temporary differences, the temporary differences arising from the initial recognition of
assets and liabilities should be separately recognized as deferred tax liabilities and deferred tax assets,
respectively, at the time of the transaction, in accordance with relevant provisions such as Accounting
Standards for Business Enterprises No. 18 - Income Taxes. For such transactions occurring between
the beginning of the earliest period reported in the financial statements and the effective date of this
interpretation, the Company adjusts the cumulative impact amount of the earliest period reported in
the financial statements, including retained earnings at the beginning of the earliest period and other
related items, in accordance with the aforementioned provisions. The aforementioned accounting
treatment becomes effective from 1 January 2023.

When the lease liabilities and right-of-use assets recognized by the Company in lease transactions
result in temporary differences and deductible temporary differences for tax purposes, adjustments
were made in accordance with the provisions of Interpretation No. 16.

The impact of implementing the above accounting policies on the consolidated balance sheet as of 31
December 2023 and the consolidated income statement for the year ended 2023 is as follows:

Item in consolidated balance sheet

(As at 31 December 2023) Impact amount

Deferred tax assets 5,448,312.71
Deferred tax liabilities 5,281,690.30
Undistributed profits 149,007.43
Minority interests 17,614.98

Item in consolidated income statement

(For the year ended 31 December 2023) Impact amount

Income tax expenses -20,001.00
Net profit attributable to shareholders of the 14.046.76
parent

Minority interests 5,954.24

The impact of implementing the above accounting policies on the consolidated balance sheet as of 31
December 2022 and the consolidated income statement for the year ended 31 December 2022 is as
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follows:
Item in consolidated balance sheet Before adiustment Adjustment After
(As at 31 December 2022) J amount adjustment
Deferred tax assets 533,861,743.26 6,176,080.30 540,037,823.56
Deferred tax liabilities 231,164,425.48 6,029,458.89 237,193,884.37
Undistributed profits 8,456,643,326.82 134,960.67 8,456,778,287.49
Minority interests 8,898,407,287.12 11,660.74 8,898,418,947.86
Item in consolidated income
statement Before adiustment Adjustment After
(For the year ended 31 December 1 amount adjustment
2022)
Income tax expenses 562,008,858.69 -212,115.64 561,796,743.05
Net profit attributable to 1,502,595,840.48 181,293.28 1,502,777,133.76
shareholders of the parent
Minority interests 1,391,500,256.00 30,822.36 1,391,531,078.36

The impact of implementing the above accounting policies on the consolidated balance sheet as of 1

January 2022 is as follows:

Item in consolidated balance sheet Before adjustment Adjustment ) After
(As at 1 January 2022) amount adjustment
Deferred tax assets 552,542,866.71 8,197,790.11 560,740,656.82
Deferred tax liabilities 208,525,905.39 8,263,284.34 216,789,189.73
Undistributed profits 7,223,644,166.22 -46,332.61 7,223,597,833.61
Minority interests 8,359,317,322.63 -19,161.62 8,359,298,161.01
2 Cumulative impact for the year by changes in accounting policies

Item begin affected Current year Prior year

Net assets in beginning of year -- -65,494.23
Including: Retained earnings -- -46,332.61

Net profit 20,001.00 212,115.64

Net assets at year end 166,622.41 146,621.41
Including: Retained earnings 149,007.43 134,960.67

(2) Changes in significant accounting estimates

None.

IV. Taxation

1. Major taxes and their tax rates

Tax category

Tax basis

Statutory tax rate %

Value-added tax

Urban maintenance and
construction tax

Education surcharge

Taxable revenue
Subject to turnover tax payable

Subject to turnover tax payable
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Local education surcharge Subject to turnover tax payable Note 1
Enterprise income tax Subject to taxable profit Note 2

Note 1. The Company and its subsidiaries that are incorporated in Shenzhen and Zhuhai shall pay local
education surcharges that are charged as 2% of the turnover tax payable. Other subsidiaries shall pay
local education surcharges according to the tax rate as specified at their places of incorporation on the

basis of turnover tax payable.

Note 2. Enterprise income tax rate implementation is as follows:

Entity

Income tax rate %

Hong Kong Health Pharmaceutical Industry Company Limited (7 fidt BE 25V,
HBR/AF]), Livzon Pharmaceutical Biotechnology Co., Ltd. (NF ¥k 254 4%}
HAMRAF]), Lian (Hong Kong) Co., Ltd. (W% &FHEABRAF) , Livzon
Biologics Hong Kong Limited (ERAEPIRHH F A R A 7))

Companhia de Macau Carason Limitada (#17]5% {5 B R A7), Li Zhu
(Macau) Limitada (FEEEGH 1) # FR/A ), Macau Livzon Traditional Chinese
Medicine Modern Technology Co., Ltd. G TNk H DR AR B IR A7)

The Company and Shenzhen Taitai Pharmaceutical Industry Co., Ltd. (ZRYIIAR K
25 )\V A R /A7) (Taitai Pharmaceutical) ) , Shenzhen Haibin Pharmaceutical Co.,
Ltd. GRYITTHEERI 256 PR A ) ) (Haibin Pharma) , Xinxiang Haibin
Pharmaceutical Co., Ltd.(Xinxiang Haibin) GB7 £ 25\ A BRA 7 G £ 1
1%) ) , Jiaozuo Joincare Bio Technological Co., Ltd. (£ {E R oA Y] 5 A IR
A7) (Jiaozuo Joincare) ) , Shanghai Frontier Health Pharmaceutical
Technology Co., Ltd. (_bif /7 T 1 = 25157 A B 23 71 )(Shanghai Frontier) ,
Guangzhou Joincare Respiratory Medicine Engineering Technology Co., Ltd.
(77 i BE TT W 2454 LR B AR AT B W) (Joincare Respiratory), Joincare
Haibin Pharmaceutical Co., Ltd. (f g GifFiEE 251 A BR 22 7] )(Joincare

Haibin) ), Livzon Group and subsidiaries of Livzon Group, Livzon Group Limin
Pharmaceutical Manufacturing Factory (FFEREE I FI R #125) ) , Livzon Group
Livzon Pharmaceutical Factory (I EE#245) ) , Zhuhai FTZ Livzon Hecheng
Pharmaceutical Manufacturing Co., Ltd. (ER#F PP X W0 Bk A Al il 255 TR A

#]) , Shanghai Livzon Pharmaceutical Manufacturing Co., Ltd. (=¥ FiEkH 245
HBR/AF]), Livzon Group Xinbeijiang Pharmaceutical Manufacturing Inc. ([l
BRAE Bl LTI HI 25 4345 R A 7)) , Sichuan Guangda Pharmaceutical
Manufacturing Co., Ltd. (P4 )15 K#I1Z54 R 2~ 7]) , Zhuhai Livzon Diagnostics
Inc. (BRI IR ERRF A A BR A7), Livzon Group Fuzhou Fuxing
Pharmaceutical Co., Ltd. (NHEREE 148 MM 48 M4 25 FR A 7)) , Shanghai Livzon
Biotechnology Co., Ltd. ( L FiEk A= YFHE A IR A F]), Livzon Group
(Ningxia) Pharmaceutical Manufacturing Co., Ltd. (I ¥k&ER(TH) #1256 R
7)), Livzon MABPharm Inc. (¥ T WV ER S50 A W) H R BR A 7)), Zhuhai
Lihe Medical Diagnostic Products Co., Ltd. (BRI R EIT 2 W5 oA R A
#]), Zhuhai Livzon Chinese Medicine Modern Technology Co., Ltd. (EkifF 15 N
B AL R E BR A F])

Livzon MAB Pharm (US) Inc. (FiEkSPTAEMEARGEE) FRAF])

LIVZON BIOLOGICS (MALAYSIA) SDN. BHD.,
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Entity Income tax rate %

Health Investment Holdings Ltd, Joincare Pharmaceutical Group Industry
Co.,Ltd., Livzon International Ventures, Livzon International Ventures I, Livzon 0 (Notel)
International Ventures I1
25 or enjoy preferential tax
Other subsidiaries policies for small and
micro-profit enterprises

Note 1. Companies registered in the British Virgin Islands and the Cayman Islands are not subject to
enterprise income tax.

2. Tax incentives and approval documents

(1) Preferential value added tax

In accordance with the Announcement on Value Added Tax on Biological Products Sold by
Pharmaceutical Operation Enterprises issued by the State Administration of Taxation (Announcement
of State Administration of Taxation 2012 No. 20) and the Notice of the Ministry of Finance, the
General Administration of Customs, the State Administration of Taxation and the State Drug
Administration on the Value-Added Tax Policies for Anti-Cancer Drugs (Caishui [2018] No. 47), the
biological products sold by the Company are subject to value added tax at 3% by the simple approach.

(2) Preferential enterprise income tax

The Company’s subsidiary Joincare Haibin ({5 JGif5%) has been eligible for preferential enterprise
income tax policies for high-tech enterprises for a duration of 3 years starting from 2021. The
Company and its subsidiaries Jiaozuo Joincare (F2{E{@# 5 JT) and Joincare Respiratory (fd 5 7GIF)
have been eligible for preferential enterprise income tax policies for high-tech enterprises for a
duration of 3 years starting from 2022. The Company’s subsidiaries Taitai Pharmaceutical (X K%4
M), Haibin Pharma (#Fi5i 24), Xinxiang Haibin (BT £ if§i), and Shanghai Frontier (i 77 7) are
eligible for preferential enterprise income tax policies for high-tech enterprises for a duration of 3
years starting from 2023. Livzon Group and its subsidiaries, including Livzon Group Limin
Pharmaceutical Manufacturing Factory (i Ek%E 414 il 2] ), Livzon Pharmaceutical Factory ([l
EkH#1|245) ), Zhuhai FTZ Livzon Hecheng Pharmaceutical Manufacturing Co., Ltd. (ERi#5 PR X TN 2
& B 254 IR /A 7)), Shanghai Livzon Pharmaceutical Manufacturing Co., Ltd. (¥ NE Bkl 254 BR
/~#)), and Sichuan Guangda Pharmaceutical Manufacturing Co., Ltd. (JU 1| 4 K 254 IR A 7)), are
eligible for preferential enterprise income tax policies for high-tech enterprises for a period of 3 years
starting from 2023. Livzon Group Fuzhou Fuxing Pharmaceutical Co., Ltd. (NN 2k 14 S 45 M 5 24
HFR/A7]) has been officially recognized as a high-tech enterprise in the current period; Shanghai
Livzon Biotechnology Co., Ltd. (_L#ERNEREYIR A R 7) has been eligible for preferential
enterprise income tax policies for high-tech enterprises for a duration of 3 years starting from 2021.
Livzon Group Xinbeijiang Pharmaceutical Manufacturing Inc. ([ ¥k & I H LTI 25 A0 R A
#]), Zhuhai Livzon Diagnostics Inc. (¥f#FNFER X5 B 47 F BR 22 7)), and Livzon MABPharm Inc. (¥
TR SR PTAEIH ARG PR 2 7)) has been eligible preferential enterprise income tax policies for
high-tech enterprises for a duration of 3 years since 2022.

Livzon Group (Ningxia) Pharmaceutical Manufacturing Co., Ltd. (FIERER (T E) #IZ5H R A )
has been verified to benefit from tax incentives for encouraged industries in the western region. The
above companies were subject to enterprise income tax rate of 15% for the period.

In accordance with Article 27 of the enterprise income tax Law of the People's Republic of China and
Article 86 of the Regulations for the Implementation of the enterprise income tax Law of the People's
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Republic of China, the business of planting Chinese herbal medicines engaged by the subsidiaries of
the Livzon, Datong Livzon Qiyuan Medicine Co., Ltd. CK[FNER B IR 2544 F R A 7)) and Longxi
Livzon Shenyuan Medicine Co., Ltd. (BEPURNERZVR 2544 A BR 2 7)) are exempted from enterprise
income tax.

According to the "Notice of the Ministry of Finance and the State Administration of Taxation on the
Preferential Policies for enterprise income tax in the Hengqin Guangdong-Macao Deep Cooperation
Zone" (Cai Shui [2022] No. 19), enterprise income tax is levied at a reduced rate of 15% for qualified
industrial enterprises located in the Hengqin Guangdong-Macao Deep Cooperation Zone. The Livzon
Group’s subsidiaries, Zhuhai Lihe Medical Diagnostic Products Co., Ltd. (ER#FIN AR =TT 12 W17~ i
A PR A7) and Zhuhai Livzon Chinese Medicine Modern Technology Co., Ltd. (Ek#F 7 WHER 1 25
AT A FR A 7)) meet the relevant conditions and are subjected to 15% enterprise income tax rate
for the current period.

According to the preferential tax policies for small low-profit enterprises, the portion of annual taxable
income of a small low profit enterprise which does not exceed RMB1 million is subject to enterprise
income tax at a tax rate of 5%.

V. Notes to the items of consolidated financial statements

1. Cash and bank balances

Item 2023.12.31 2022.12.31

Cash on hand 355,538.62 231,883.95
Cash at bank 15,580,242,256.39 14,792,867,005.08
Other monetary funds 111,290,519.82 15,389,221.93
Total 15,691,888,314.83 14,808,488,110.96

il;(i)l:jimg: Total amount of money deposited 1,502,820,057.55 1,491.900,539.35

(D Other monetary funds are mainly deposits for investments, deposits for letter of credit and bank
acceptance bills.

@ Restricted funds relating to issuing letters of credit and bank acceptance bills in other monetary
funds were deducted from cash and cash equivalents in the cash flow statement. Apart from these
restricted funds, there is no other charge, pledge or lock up on the cash at bank balance that may limit
its use, is kept outside China and may have probable risks in its collection. Below are the details of
the use of restricted monetary funds:

Item 2023.12.31 2022.12.31

Deposits for letter of credit 602,957.38 444,032.37
Deposits for bank acceptance bills 4,965,960.88 947,255.39
Deposits for other business 1,058,531.40 1,120.00
Total 6,627,449.66 1,392,407.76

2. Financial assets held for trading

(1) Classification
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Item 2023.12.31 2022.12.31
Debt instruments investment 937,588.47 934,289.94
Equity instruments investment 78,238,516.48 102,648,863.47
Derivative financial assets 3,136,735.29 5,432,511.57
Bank wealth management products 586,314.00 0.00
Total 82,899,154.24 109,015,664.98

(D The Company's investments in equity instruments and debt instruments for financial assets held
for trading at period end were listed for trading on Shenzhen Stock Exchange, Hong Kong Stock
Exchange and NASQAQ. The fair value was determined based on the closing price on the last trading
day in the Reporting Period.

@ Derivative financial assets represent foreign currency forward contracts, futures contracts and
gains from unexpired contracts measured at fair value which were recognised as financial assets as at
the balance sheet date.

(2) No restrictive financial asset measured at fair value through profit or loss was included in
the closing balance.

(3) No hedging instruments in the closing balance and no hedging transactions have occurred
during the period.

3. Notes receivable

Category 2023.12.31 2022.12.31
Provision Carrying Provision
Book balance for bad amount Book balance for bad Carrying amount
debts debts
Bank
acceptance 1,941,200,568.00 0.00  1,941,200,568.00  1,959,985,016.85 0.00  1,959,985,016.85
bills

(1) Notes receivable pledged at year end

Category Amount pledged at year end

Bank acceptance bills 519,789,027.16

As at 31 December 2023, bank acceptance bills with carrying amount of RMB519,789,027.16 (31
December 2022: RMB469,659,266.19) have been used as pledge for opening of bills.

(2) Bills endorsed or discounted to other parties but not yet expired at balance sheet date

Amount derecognized Amount not derecognized

Category at year end at year end
Bank acceptance bills not yet mature but 180,125,188.50 0.00
already endorsed
Bank acceptance bills not yet mature but 136,098,199.33 0.00
already discounted
Total 316,223,387.83 0.00

In the current period, the Company discounted bank acceptance bills of RMB385,575,297.99
(previous year: RMB1,190,002,804.98). Since the major risks and rewards such as interest rate risk
related to these bank acceptance bills have been transferred to the bank, the Company derecognizes
the discounted unexpired bank acceptance bills. Factoring expenses incurred was RMB2,042,497.83
(previous year: RMB6,363,472.30).

(3) There was no bills transferred into account receivables for non-performance by the issuer at
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balance sheet date of the period
(4) Disclosure by method of provision for bad debts

Category 2023.12.31 2022.12.31

Book balance Provision for bad debts

Book balance

Provision for bad

. debts
Expected Carrying E ted Carrying amount
Ratio X amount Ratio xpecte
Amount %) Amount credit loss rat Amount (%) Amount credit loss
— (%) rate (%)
E;‘;”g;;‘i‘; f,f,r 000  0.00 0.00 0.00 0.00 000 000 0.0 0.00 0.00
individual item
Provision for
bad debts on 1,941,200,568.00  100.00 0.00 0.00 1,941,200,568.00  1,959,985,016.85 100.00  0.00 0.00 1,959,985,016.85
portfolio basis
Including:
fcﬂcﬂe‘;tam wile | 1941,200,568.00 10000 0.00 0.00 1,941,200,568.00  1,959,985,016.85 100.00  0.00 0.00 1,959,985,016.85
Total 1,941,200,568.00  100.00 0.00 0.00 1,941,200,568.00  1,959,985,016.85 100.00  0.00 0.00 1,959,985,016.85
Provision for bad debts on individual item:
None.
Provision for bad debts on portfolio basis:
Provision for bad debts on portfolio basis: Bank acceptance bills
2023.12.31 2022.12.31
Item Provision Expected Provision EXP;‘cetgg
Notes receivable for bad credit loss  Notes receivable for bad loss rate
o,
debts rate (%) debts (%)
Within one year 1,941,200,568.00 1,959,985,016.85
(5) There was no accrual, recovery or reversal of provision for bad debts during the year.
(6) There was no write-off of notes receivable.
4. Accounts receivable
(1) by ageing
Ageing 2023.12.31 2022.12.31
Within one year 2,647,481,728.60 3,120,189,972.55
1 to 2 years (inclusive of 2 years) 101,092,502.23 23,444,432.08
2 to 3 years (inclusive of 3 years) 2,963,960.00 3,734,160.84
3 to 4 years (inclusive of 4 years) 3,083,562.86 12,774,996.94
4 to 5 years (inclusive of 5 years) 10,440,914.56 2,294,804.48
Over 5 years 14,187,114.03 13,796,669.97
Subtotal 2,779,249,782.28 3,176,235,036.86
Less: Provision for bad debts 86,307,916.04 72,476,186.71
Total 2,692,941,866.24 3,103,758,850.15

According to the credit policy of the Company, the Company usually grants a credit period ranging

from 30 to 90 days to its customers.

(2) Disclosure by method of provision for bad debts
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2023.12.31 2022.12.31
Category Book balance Provision for bad debts Book balance Provision for bad debts
Carrying Carrying
. Expected amount . Expected amount
Amount R(aut/u; Amount credit loss Amount R?ot/“; Amount credit loss
° rate (%) ° rate (%)
Provision for
bad debts on 9,830,879.27  0.35 9,830,879.27 100.00 0.00 10,454,599.67  0.33  6,257,914.47 59.86 4,196,685.20
individual item
Including:
Receivables
from domestic 9,683,532.50  0.35 9,683,532.50 100.00 0.00 10,454,599.67  0.33  6,257,914.47 59.86 4,196,685.20
customers
Receivables
from overseas 147,346.77  0.01 147,346.77 100.00 0.00 0.00  0.00 0.00 0.00 0.00
customers
Provision for
bad debts on 2,769,418,903.01 99.65 76,477,036.77 2.76  2,692,941,866.24 3,165,780,437.19 99.67 66,218,272.24 2.09 3,099,562,164.95
portfolio basis
Including:
Receivables
from domestic 2,334,140,677.67 83.98  69,784,726.72 2.99 2,264,355,950.95 2,659,276,844.47 83.72 60,180,304.43 2.26 2,599,096,540.04
customers
Receivables
from overseas 435,278,225.34  15.66 6,692,310.05 1.54  428,585,915.29  506,503,592.72 15.95 6,037,967.81 1.19  500,465,624.91
customers
Total 2,779,249,782.28 100.00  86,307,916.04 3.11 2,692,941,866.24 3,176,235,036.86 100.00 72,476,186.71 2.28 3,103,758,850.15

Provision for bad debts on individual item:

Closing balance

Item
Provision for Expected credit .
Book balance bad debts loss rate (%) Reason of provision
Purchase of goods 0,83087927  9,830,879.27 100 Full amount is unlikely to be
recovered
Provision for bad debts on portfolio basis:
Provision for bad debts on portfolio basis: Receivables from domestic customers
Ageing 2023.12.31 2022.12.31
Accounts Provision for Exp'e cted Accounts Provision for Exp .e cted
receivable bad debts credit loss receivable bad debts credit loss
rate (%) rate (%)
Within one year 2,212,501,400.71 29,899,965.80 1.35 2,618,111,979.83 35,631,686.09 1.36
| to 2 years 100,128,396.60  19,836,728.22 19.81 18,418,832.08 3,486,917.81 18.93
(inclusive of 2 years)
2 to 3 years 2,963,960.00  1,908,319.14 64.38 3,589,415.19 2,144,629.72 59.75
(inclusive of 3 years)
3 to 4 years 3,083,562.86  2,713,198.64 87.99 4,381,626.53 4,171,620.14 95.21
(inclusive of 4 years)
4 to 5 years 2,047,544.15  2,010,701.57 98.20 1,667,403.89 1,637,863.72 98.23
(inclusive of 5 years)
Over 5 years 13,415,813.35 13,415,813.35 100.00 13,107,586.95 13,107,586.95 100.00
Total 2,334,140,677.67 69,784,726.72 2.99 2,659,276,844.47 60,180,304.43 2.26
Provision for bad debts on portfolio basis: Receivables from overseas customers
Ageing 2023.12.31 2022.12.31
Accounts Provision Exp.e cted Accounts Provision for Exp'e cted
receivable for bad credit loss receivable bad debts credit loss
debts rate (%) rate (%)
;‘;ﬂ“‘“ one 434314,119.71  6,498,350.54 1.50 506,503,592.72  6,037,967.81 1.19
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1-2 years 964,105.63 193,959.51 20.12 0.00 0.00 0.00

Total 435,278,225.34  6,692,310.05 1.54 506,503,592.72 6,037,967.81 1.19

(3) Accrual, recovery or reversal of bad debt provision during the year

Amount of provision for bad

Item

debts
Beginning balance 72,476,186.71
Provision for the year 17,085,116.32
Recovered or reversal in the year 0.00
Write-off in the year 3,256,934.52
Others 3,547.53
Closing balance 86,307,916.04

At 31 December 2023 and 31 December 2022, the Company had no overdue but not impaired accounts
receivable.

(4) Accounts receivable written-off during the year

Item Written-off amount

Actual written-off of accounts receivable 3,256,934.52

(5) Accounts receivable due from the top five debtors

As of 31 December 2023, the total amount of the top five debtors in closing balance is
RMB233,096,467.18, accounting for 8.39% of the total amount of closing balance of accounts
receivable, and the corresponding closing balance of provision for bad debts is total RMB2,772,860.14.

(6) There were no accounts receivable derecognized due to the transfer of financial assets in each
reporting period.

(7) There were no assets or liabilities formed by the continuing involvement of transferred
accounts receivables in each reporting period.

5. Prepayments

(1) Prepayments by ageing

Ageing 2023.12.31 2022.12.31

Amount Ratio % Amount Ratio %
x\e’:itrh'“ one 261,832,941.82 93.48 343,457,382.98 94.29
110 2 years 9,471,130.48 3.38 16,867,695.41 4.63
2 t0 3 years 6,936,952.00 2.48 948,519.54 0.26
Over 3 years 1,861,836.64 0.66 2,991,544.64 0.82
Total 280,102,860.94 100.00 364,265,142.57 100.00

(2) Prepayments due from the top five debtors:

As of 31 December 2023, the total amount of the top five prepayments in closing balance is
RMB90,657,673.53, accounting for 32.37% of the total amount of closing balance of prepayments.

6. Other receivables
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Item 2023.12.31 2022.12.31
Dividends receivable 0.00 0.00
Other receivables 46,010,624.61 52,535,740.14
Total 46,010,624.61 52,535,740.14

(1) Other receivables
(D Disclosure by ageing
Ageing 2023.12.31 2022.12.31
Within one year 37,991,559.91 46,704,835.62
1 to 2 years 7,058,808.33 6,086,106.11
2 to 3 years 3,902,904.05 2,206,852.09
3 to 4 years 1,311,234.02 1,821,553.83
4 to 5 years 1,268,993.52 1,816,535.04
Over 5 years 30,945,575.08 32,171,819.98
Subtotal 82,479,074.91 90,807,702.67
Less: Provision for bad debts 36,468,450.30 38,271,962.53
Total 46,010,624.61 52,535,740.14
@ Disclosure by nature
Item 2023.12.31 2022.12.31
Book Provision for Carrying Book Provision for Carrying
balance bad debts amount balance bad debts amount
Deposits
under
guarantee,
. 13,157,467.26 3,780,044.47 9,377,422.79 12,668,692.36 3,613,600.49 9,055,091.87
deposits and
lease
expenses
Reserved
fund and 20,493,420.45 1,338,678.06 19,154,742.39 25,494,468.62 2,952,756.24 22,541,712.38
advances
E:g;igspa”y 1,337,073.19  479,197.00  857,876.19  1,097,855.07  477,066.07  620,789.00
External
entities 15,256,745.76  12,461,260.90 2,795,484.86 13,226,352.58 11,966,700.69 1,259,651.89
balances
;fg;ﬁ;“”d ON 793110545  373263.13  7,557,842.32 16,539,609.68  290,344.77 16,249,264.91
Treasury
Sgg‘udrsit;”d 16,954,735.37  16,954,735.37 0.00 17,968,386.04 17,968,386.04 0.00
deposits
Amounts of
exercised 597,240.00 0.00 597,240.00 0.00 0.00 0.00
options
Others 6,751,287.43 1,081,271.37 5,670,016.06 3,812,338.32 1,003,108.23 2,809,230.09
Total 82,479,07491 36,468,450.30 46,010,624.61 90,807,702.67 38,271,962.53 52,535,740.14
®Information of provision for bad debts
As of 31 December 2023, provision for bad debts on those in first stage
Expected  Provision for Carrying
Category Book balance credit loss bad debts amount Reason
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rate in the
next 12
months (%)
Provision for bad debts on 597,240.00 0.00 000  597,240.00
individual item
Amounts of exercised options 597,240.00 0.00 000  597,240.00 DXpectedtobe
recovered
Prov151pn for. bad debts on 0.00 0.00 0.00 0.00 _
portfolio basis
Total 597,240.00 0.00 0.00 597,240.00
As of 31 December 2023, provision for bad debts on those in second stage:
Expected
credit loss rate Provision for bad Carrying
Category Book balance for the debts amount Reason
lifetime(%)
Provision for bad debts on 0.00 0.00 0.00 0.00 -
individual item
Provision for bad debtson 54 581 74057 1695  9,267,855.00 45.413384.61
portfolio basis
Receivable of tax refund 7,931,105.45 471 37326313  7,557,842.32
on exports
Receivable of deposits
under guarantee, deposits 13,157,467.26 28.73 3,780,044.47 9,377,422.79
and lease expenses
Other receivables 33,592,667.80 15.23 5,114,548.30 28,478,119.50
Total 54,681,240.51 16.95 9,267,855.90  45,413,384.61
As of 31 December 2023, provision for bad debts on those in third stage:
Expected credit . . .
Category Book loss rate for the Provision for Carrying Reason
balance N bad debts amount
lifetime(%)
Provision for bad debts on 57 54 594 49 10000 27,200,594.40 0.00
individual item
Likelihood of
Other receivables 27,200,594.40 100.00  27,200,594.40 000  recoverys
expected to be
low
Prov1s1pn for. bad debts on 0.00 000 0.00 0.00 _
portfolio basis
Total 27,200,594.40 100.00 27,200,594.40 0.00
As of 31 December 2022, information of provision for bad debts:
As of 31 December 2022, there is no provision for bad debts on those in first stage.
As of 31 December 2022, Provision for bad debts on those in second stage:
Expected
credit loss rate Provision for bad Carrying
Category Book balance for the debts amount Reason
lifetime(%)
Provision for bad debts on 0.00 0.00 0.00 0.00 -
individual item
Provision for bad debts on 65 359 598 16 1571 9793,858.02 52,535740.14
portfolio basis
Receivable of tax refund 16,539,609.68 1.76 290,344.77  16,249,264.91
on exports
Receivable of deposits
under guarantee, deposits 12,668,692.36 28.52 3,613,600.49 9,055,091.87

and lease expenses
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Expected
credit loss rate Provision for bad Carrying
Category Book balance for the debts amount Reason
lifetime(%)
Other receivables 33,121,296.12 17.78 5,889,912.76  27,231,383.36
Total 62,329,598.16 15.71 9,793,858.02  52,535,740.14
As of 31 December 2022, Provision for bad debts on those in third stage:
Expected credit .. .
Category Book loss rate for the Provision for Carrying Reason
balance e e bad debts amount
lifetime(%)
Provision forbad debts on 59 479 104 51 100.00 28,478,104.51 0.00
individual item
Likelihood of
Other receivables 28,478,104.51 100.00 28,478,104.51 0.00  ecOveyls
expected to be
low
Prov151pn for_ bad debts on 0.00 0.00 0.00 0.00 __
portfolio basis
Total 28,478,104.51 100.00 28,478,104.51 0.00
@ Accrual, recovery or reversal of bad debt provision during the year
Provision for bad debts First stage Second stage Third stage Total
Expected Expected credit loss Expecte(! cr?dlt
. e e loss for lifetime
credit loss for lifetime (no .
Iy . . (credit
within next 12 credit impairment . .
impairment has
months occurred)
occurred)
Beginning balance 0.00 9,793,858.02 28,478,104.51 38,271,962.53
Movement of beginning
balance during the period
--transfer to second stage 0.00 0.00 0.00 0.00
--transfer to third stage 0.00 -1,363,670.19 1,363,670.19 0.00
--Reverse to second stage 0.00 0.00 0.00 0.00
--Reverse to first stage 0.00 0.00 0.00 0.00
Provision for the year 0.00 801,402.91 0.00 801,402.91
Reversal in the year 0.00 0.00 1,040,050.67 1,040,050.67
Transfer in the year 0.00 0.00 0.00 0.00
Write-off in the year 0.00 0.00 1,601,129.63 1,601,129.63
Other movement 0.00 36,265.16 0.00 36,265.16
Closing balance 0.00 9,267,855.90 27,200,594.40 36,468,450.30

®Actual written-off of other receivables in the year

Item

Written-off amount

Actual written-off of other receivables

1,601,129.63

©®Other receivables due from the top five debtors

Name of entity

Nature

Closing
balance of
other

Proportion to

Ageing

total other
receivables
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receivables (%) bad debts

Treasury

Hua Xia Securities Co., Ltd. (XU bonds and

Bl A IR A ) security 16,954,735.37  Over 5 years 20.56 16,954,735.37
deposits

Export tax refunds receivable Export tax 7,931,105.45 Within 2 9.62 37326313
refunds years

Guangzhou Galaxy Sunshine

Biological Products Co., Ltd. (/™ /! Borrowings 5,000,000.00 Over 5 years 6.06  5,000,000.00

AR TR BH G AE W 1] it A BR 2 7])

Suzhou Zhongnuo Import and Export Securit Within 3

Co., Ltd. (Rl A 20 Y 2,000,000.00 tthin 242 368,000.00

0 eposits years

Zhongnuo Pharmaceutical Securit Within 1

Development (Suzhou) Co., Ltd. (1 dsgg;'ié’ 1,500,000.00 : )I/gar 1.82 15,000.00

WEAREGWN) BRAR)

Total 33,385,840.82 40.48 22,710,998.50

(@ There were no other receivables derecognised due to the transfer of financial assets in each

reporting period.

There were no assets or liabilities formed by the continuing involvement of transferred other

receivables in the period.

7. Inventories

(1) Inventories by category

2023.12.31 2022.12.31

Item Provision for Carrvin Provision for Carrvin

Book balance decline in ying Book balance decline in ymng

value amount value amount

Raw materials ~ 718,552,382.00 70,207,573.94 648,344,808.06 642,893,858.16 37,543,320.41 605,350,537.75
E;"tl;‘i‘l‘;g 129,848,977.45 15944,825.79 113,904,151.66 137,488,629.87 11,191,69258 126,296,937.29
Work-in-
progress and 769,971,425.39 101,298,495.05 668,672,930.34 649,362,917.78 65,482,989.52 583,879,928.26
Semi-finished
products
Low value 71,912,394.69 686,883.88 71,225,510.81 80,473,347.95 495,743.41 79,977,604.54
consumables
Finished goods 1,305,371,756.83 201,497,635.93 1,103,874,120.90 1,138,363,946.23 22,354,857.60 1,116,009,088.63
Subcontracting
processing 2,918,287.46 0.00 2,918,287.46 2,318,531.50 0.00 2,318,531.50
materials
Consumptive
biological 15,384,338.39 0.00 15,384,338.39 13,692,837.04 0.00 13,692,837.04
assets
Issued goods 31,484,243.47 0.00  31,484,243.47  34,344,534.56 0.00  34,344,534.56

Total

3,045,443,805.68 389,635,414.59 2,655,808,391.09 2,698,938,603.09 137,068,603.52 2,561,869,999.57

(2) Provision for decline in value of inventories

2022.12.31 Increase Decrease 2023.12.31
Item Reversal or
Provision Others . Others
written-off
Raw materials 37,543,320.41 43,346,261.83 0.00 10,682,008.30 0.00 70,207,573.94
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2022.12.31 Increase Decrease 2023.12.31

Item Reversal or
Provision Others . Others
written-off

Packaging materials 11,191,692.58 12,321,845.90 0.00 7,568,712.69 0.00 15,944,825.79
Work-in-progress and
Semi-finished 65,482,989.52 63,795,099.63 0.00 27,979,594.10 0.00 101,298,495.05
products
Low value 49574341  660,494.82 0.00  469,354.35 0.00 686,383.88
consumables
Finished goods 22,354,857.60 199,786,273.84 0.00 20,643,495.51 0.00 201,497,635.93
Total 137,068,603.52 319,909,976.02 0.00 67,343,164.95 0.00 389,635,414.59

Provision for decline in value of inventories (Continued)

Item

Basis in determination of net recoverable
amount/residual value and cost to be
incurred

Reason for reversal or written-off
of provision for decline in value of
inventories

Raw materials

Packaging materials

Work-in-progress and
Semi-finished products

Low value consumables

Finished goods

Estimated selling price less estimated costs of
completion, selling expenses and related taxes
Estimated selling price less estimated costs of
completion, selling expenses and related taxes
Estimated selling price less estimated costs of
completion, selling expenses and related taxes

Estimated selling price less the related taxes

Estimated selling price less the estimated
selling expenses and related taxes

Processing, sale of finished goods
and discard

Processing, sale of finished goods
and discard

Processing of finished goods and
discard

Used or discard

Sale and discard

(3) There was no capitalization of borrowing costs in the balance of inventories at the end of the period.

8. Non-current assets due within one year

Item 2023.12.31 2022.12.31
Fixed deposits due within 1 year 406,376,425.44 54,048,611.11
Total 406,376,425.44 54,048,611.11
9. Other current assets
Item 2023.12.31 2022.12.31
e et
Prepaid income tax 7,497,071.94 17,665,709.39
Cash management 0.00 92,815,738.44
Return cost receivable 6,536,364.62 12,043,428.52
Others 250,252.21 5,335,561.31
Total 77,402,185.01 163,539,900.32
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10. Long-term equity investment

Movement in the year

Beginning Closing
balance of . Adjustment in Announced . balance of
Invest 2022.12.31 - J 2023.12.31 -
fvestee provision for  Additionsin  Decrease in I;lvestrlrllsn: gatn or other Changes of distribution of PrOfVOI ilon Other- provision for
impairment investment investment 0ss under equity comprehensive  other equity cash dividend . . ers impairment
method k 3 impairment
income or profit
(DSubsidiaries
Zhongshan Renhe Health
Products Co., Ltd. ({1 1LiTi1= 6,337,823.35 6,337,823.35 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 6,337,823.35 6,337,823.35
FLRAZE A BR A )
Guangzhou Hiyeah Industry
Co., Ltd. (/" JH i E i sl 1,949,893.45 1,949,893.45 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1,949,893.45 1,949,893.45
HIRAH)
Subtotal 8,287,716.80 8,287,716.80 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 8,287,716.80 8,287,716.80
@Associates
Livzon Medical Electronic
Equipment (Plant) Co., Ltd.
(4 L 2 Y o 1,200,000.00 1,200,000.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1,200,000.00 1,200,000.00
HARAR)
Guangdong Blue Treasure
Pharmaceutical Co. Ltd. (J~ 93,084,766.28 0.00 0.00 0.00 14,642,835.53 0.00 0.00 0.00 0.00 0.00 107,727,601.81 0.00
REEHZHRAR)
Shenzhen City Youbao
Technology Co., Ltd. (&I 1,496,595.40 0.00 0.00 0.00 67,618.97 0.00 0.00 0.00 0.00 0.00 1,564,214.37 0.00
A EREA R A R)
AbCyte Therapeutics Inc. 13,767,260.06 0.00 0.00 0.00 -1,861,892.27 0.00 0.00 0.00 0.00 0.00 11,905,367.79 0.00
L&L Biopharma, Co. Ltd.
(RS 2R 13,903,676.49 0.00 0.00 0.00 -1,296,398.50 0.00 2,555,502.97 0.00 0.00 0.00 15,162,780.96 0.00
(NI
Zhuhai Sanmed Biotech Inc.
(EREEREME B AR 61,291,769.61 0.00 0.00 0.00 -23,586,133.73 -191,973.74 1,006,182.46 0.00 0.00 0.00 38,519,844.60 0.00
MR AT
Aetio Biotheraphy, Inc. 16,034,314.68 0.00 0.00 0.00 -720,474.30 0.00 0.00 0.00 0.00 0.00 15,313,840.38 0.00
Jiangsu Atom Bioscience and
Pharmaceutical Co., Ltd. (T
b — e T 92,803,409.42 0.00 0.00 0.00 -10,946,507.94 15,296.39 19,166,547.82 0.00 0.00 0.00 101,038,745.69 0.00
TR BE AR AR A
)
Tianjin Tongrentang Group
Co., Ltd. (KiE[E- B £ R 726,580,281.08 0.00 0.00 0.00 88,716,019.75 2,948,132.06 0.00 112,640,000.00 0.00 0.00 705,604,432.89 0.00
JBeAR AT PR 22 7])
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Beginning Movement in the year Closing
balance of . Adjustment in Announced - balance of
| t 2022.12.31 .. J R 2023.12.31 ..
fvestee provision for  Additionsin  Decrease in l;::;islt::gz: ga::; or other Changes of distribution of PI'OfVOI ilon Others provision for
impairment investment investment quity comprehensive  other equity cash dividend . . impairment
method h - impairment
income or profit
Infinite Intelligence
Pharmaceutical Co. Ltd. (1b 18,857,727.08 0.00 0.00 0.00 -1,287,249.07 0.00 0.00 0.00 0.00 0.00 17,570,478.01 0.00
B R IRA F])
Shenzhen Kangti Biomedical
Technology Co., Ltd. (Al
| ,000,000. . 4,000,000. . -111,599.1! . . . . . ,888,400. .
ek AT 25 Rl AT IR A 6,000,000.00 0.00 000,000.00 0.00 599.15 0.00 0.00 0.00 0.00 0.00 9,888,400.85 0.00
)
Jiaozuo Jinguan Jiahua
Electric Power Co., Ltd. (£ 285,538,495.52 0.00 0.00 0.00 9,217,880.97 0.00 0.00 0.00 0.00 0.00 294,756,376.49 0.00
VB4 76 54 LA IR A D)
Ningbo Ningrong Biomedical
Co., Ltd. (7*3¢ T RIEVIEE 27,179,209.51 0.00 0.00 0.00 606,175.12 0.00 0.00 0.00 0.00 0.00 27,785,384.63 0.00
AW AT)
Feellife Health Inc. (RYIIE
AN, 15,303,495.74 0.00 0.00 0.00 -1,528,078.93 0.00 0.00 0.00 0.00 0.00 13,775,416.81 0.00
WL FEFERAR)
Jiangsu Baining Yingchuang
Medical Technology Co.,
Ltd. (795 5 5 D 7 B 28,732,381.11 0.00 0.00 0.00 1,365,081.78 0.00 0.00 0.00 0.00 0.00 30,097,462.89 0.00
HARAE)
Shanghai Sheo
Pharmaceutical Technology
Co., Ltd. (F i apE2El 19,309,212.61 0.00 0.00 0.00 -598,944.86 0.00 0.00 0.00 0.00 0.00 18,710,267.75 0.00
HARAE)
Haisong Precision Parts
(Taicang) Co., Ltd. (¥ 1% 0.00 0.00 1,500,000.00 0.00 115,738.03 0.00 0.00 0.00 0.00 0.00 1,615,738.03 0.00
HEAOE) HIRA )
Subtotal 1,421,082,594.59 1,200,000.00 5,500,000.00 0.00 72,794,071.40 2,771,454.71 22,728,233.25 112,640,000.00 0.00 0.00 1,412,236,353.95 1,200,000.00
Total 1,429,370,311.39 9,487,716.80 5,500,000.00 0.00 72,794,071.40 2,771,454.71 22,728,233.25 112,640,000.00 0.00 0.00 1,420,524,070.75 9,487,716.80
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11. Other equity instruments investment

Item 2023.12.31 2022.12.31 Reason for designation
Shanghai Yunfeng Xinchuang Equity Investment .
Center (-1 74637 ORI 1 ) 57,858,983.79 67,935,704.36 Non-trading
S .

i‘ilgéli” Jing Y Investment Center ( L4 B11 73,365,064.89 73,616,359.91 Non-trading
m iy

. . . B e f %
Qianhai Equity Investment Fund (F 55 5t 253,730,084.00 243,378,742.17 Non-trading
H4)
Apricot Forest, Inc (5 ##£) 101,475,500.00 120,788,500.00 Non-trading
Chengdu Jinrui Jiye Biotechnology Co., Ltd. ()% .

. . — 20,000,000.00 0.00 Non-trad
AT A R B A ) on-ading
Beijing Shuobai Pharmaceutical Technology Co., .
Ltd. (b5t B 25 RHE A TR 2T A ) 10,000,000.00 0.00 Non-trading
Zhuhai China Resources Bank Co., Ltd. (B4 .

o e ' 226,644,000.00 158,400,000.00 Non-trad
RAT IR A PR ) on-rading
GLOBAL HEALTH SCIENCE 205,217,490.01 271,980,388.15 Non-trading
Nextech V Oncology S.C.S., SICAV-SIF 15,837,395.11 23,996,121.32 Non-trading
Yizun Biopharmaceutics (Shanghai) Co., Ltd. (3% .

. 35,147,356.03 30,513,209.27 Non-trad
WAEIEZG( L) HIRAR) on-adie
ELICIO THERAPEUTICS, INC. 7,820,060.93 34,823,014.36 Non-trading
CARISMA THERAPEUTICS, INC. 14,907,045.58 34,821,295.50 Non-trading
Beijing Luzhu Biotechnology Co., Ltd. (It 5t &7 .

R 63,219,286.50 53,654,738.60 Non-trad
A A B ) on-radine
Shanghai Keentai Biotechnology Co., Ltd. (_Lif§ .
12,000,000.00 12,000,000.00 Non-trad
LB A A B 2 B A R A ) on-adie
Others 58,061,141.52 68,050,805.41 Non-trading
Total 1,155,283,408.36 1,193,958,879.05

As the above items are investments that the Company intends to hold for a long period of time for strategic
purposes, the Company designates them as financial assets measured at fair value through other

comprehensive income.

Continued:
. Cumulative
. Cumulative R
Gains and losses ains and losses gains and
recognized in g S Dividend losses that are
recognized in .
ltem other other income transferred to Reason of
comprehensive . recognised in retained derecognition
. comprehensive .
income for the | the year earnings due
. income at year
current period to
end .
derecognition
Shanghai Yunfeng Xinchuang Equity Disposal of
Investment Center (=i 2= 25T 1 IR AX 2,445,163.17 2,937,256.61 0.00 94,149.27 partial
L) investments
R, N Disposal of
zf%ghf;h““%y‘ Investment Center (B9 50773775 1,442,221.03 000  -8708.31 partial
LB L) investments
Qianhai Equity Investment Fund (A%
e 8,798,640.55  45,670,571.40 8,049,186.88 0.00 -
PR T 3 4)
Apricot Forest, Inc (75 #K) -14,484,750.00 -77,383,966.21 0.00 0.00 -
Chengdu Jinrui Jiye Biotechnology Co.,
. " . s 0.00 0.00 0.00 0.00 -
Ltd. (R <33k AR MR B 7))
Beijing Shuobai Pharmaceutical 0.00 0.00 0.00 0.00

Technology Co., Ltd. (b 5T &= Z5 R}
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. Cumulative
. Cumulative R
Gains and losses ains and losses gains and
recognized in g Dividend losses that are

recognized in

Item other other income transferred to Reason of
comprehensive . recognised in retained derecognition
. comprehensive .
income for the . the year earnings due
. income at year
current period to
end .
derecognition
HAWRFUEAA])
Zhuhai China Resources Bank Co., Ltd. _
(BRI B4R AT IR A IR 7)) 58,007,400.00 128,620,504.00 0.00 0.00
Disposal of
GLOBAL HEALTH SCIENCE -56,708,740.55  10,494,235.28 17,709,895.19 4,408,075.32 partial
investments
Nextech V Oncology S.C.S., SICAV-SIF -8,158,726.21 -17,320,849.73 3,585,772.20 0.00 -
Yizun Biopharmaceutics (Shanghai) Co., _
Ltd. GRAAMEL( ) AIRA) 1,916,103.83 2,199,036.10 0.00 0.00
ELICIO THERAPEUTICS, INC. -27,002,953.43  -27,543,241.12 0.00 0.00 -
CARISMA THERAPEUTICS, INC. -26,098,003.75 -23,900,220.42 0.00 0.00 -
Beijing Luzhu Biotechnology Co., Ltd.
- § 7,173,410.92  24,914,464.87 . . -
(ISR A BRI A B2 ) 341092 24,914.4048 0.00 0.00
Shanghai Keentai Biotechnology Co.,
Ltd. (L#RHE R AEME AR R A 0.00 0.00 0.00 0.00 -
Al)
Others -7,888,423.95 -17,046,345.77 0.00 0.00 -
Total -60,793,141.67  53,083,666.04 29,344,854.27 4,493,516.28 -

12. Investment properties

Item HO“S'T‘Q _and Total
buildings
|. Book value
1.Beginning balance 61,914,754.28 61,914,754.28

2.Increase
(1) Transfer to fixed assets
3.Decrease

4.Closing balance

1. Accumulated depreciation and amortisation

1.Beginning balance
2.Increase
(1) Amortisation for the year
(2) Transfer to fixed assets
3.Decrease
4.Closing balance

I11. Provision for impairment
1.Beginning balance
2.Increase
3. Decrease
4.Closing balance

IV. Carrying amount

17,727,141.51
17,727,141.51

0.00
79,641,895.79

55,723,278.85
6,960,403.94
6,119,520.51
840,883.43
0.00
62,683,682.79

0.00
0.00
0.00
0.00

17,727,141.51
17,727,141.51

0.00
79,641,895.79

55,723,278.85
6,960,403.94
6,119,520.51
840,883.43
0.00
62,683,682.79
0.00

0.00

0.00

0.00

0.00
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Item HOUS'!‘Q _and Total

buildings
1.Carrying value at year end 16,958,213.00 16,958,213.00
2.Carrying value at beginning of year 6,191,475.43 6,191,475.43

13. Fixed assets

Item 2023.12.31 2022.12.31

Fixed assets 5,625,543,924.13 5,265,200,110.91

Fixed assets for disposal 38,808,631.84 0.00

Total 5,664,352,555.97 5,265,200,110.91
(1) Fixed assets
(DDetails of fixed assets

. . Electronic
Item HOUS'PQ .and Machlngry and Motor vehicles equipment and Total
buildings equipment
others

I. Book value:
1.Beginning balance 4,305,054,019.02 5,637,544,484.73 106,291,576.88 856,552,473.06 10,905,442,553.69
2.Increase 410,068,111.56 567,362,650.27 14,905,640.90 111,254,883.39 1,103,591,286.12
(1) Purchase 2,497,152.47 100,780,922.17 13,897,709.70  61,982,634.16 179,158,418.50
I‘?pgg?:gr from construction 47 570 950,09 466,581,728.10 0.00 4406272298  918,215410.17
gigseha”ges in consolidation 0.00 000 80583274 519352457 5,999,357.31
(3) Others 0.00 0.00 202,098.46 16,001.68 218,100.14
3.Decrease 70,100,002.95 64,743,468.33  8,487,076.65 36,919,826.81 180,250,374.74
(1) Disposal or scrap 52,372,861.44 64,743,468.33  8,487,076.65 36,919,826.81 162,523,233.23

(2) Transfer in investment 17,727,141.51 0.00 0.00 0.00 17,727,141.51
property
4.Closing balance 4,645,022,127.63 6,140,163,666.67 112,710,141.13 930,887,529.64 11,828,783,465.07
1. Accumulated depreciation - - - - -
1.Beginning balance 1,806,888,229.17 3,109,967,392.10 82,170,130.55 538,254,242.39 5,537,279,994.21
2.Increase 196,688,214.65 389,250,489.72  9,432,420.36  84,186,643.20 679,557,767.93
(1) Provision 196,688,214.65 389,250,489.72  8,640,079.24 80,227,938.47 674,806,722.08
giz);hanges In consolidation 0.00 000 59242162  3,942,703.05 4,535,124.67
(3) Other increase 0.00 0.00 199,919.50 16,001.68 215,921.18
3.Decrease 27,129,847.67 48,452,036.07 6,264,872.94 33,661,796.83 115,508,553.51
(1) Disposal or scrap 21,010,327.16 48,452,036.07 6,264,872.94 33,661,796.83 109,389,033.00

(2) Transfer out investment 6,119,520.51 0.00 0.00 0.00 6,119,520.51
property
4.Closing balance 1,976,446,596.15 3,450,765,845.75 85,337,677.97 588,779,088.76 6,101,329,208.63

I11. Provision for impairment
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Housing and Machinery and . . Electronic
Item 2 . Motor vehicles equipment and Total
buildings equipment
others
1.Beginning balance 26,474,491.83 57,549,501.09 0.00 18,938,455.65 102,962,448.57
2.Increase 0.00 488,174.14 78,034.30 3,658.84 569,867.28
(1) Provision 0.00 488,174.14 78,034.30 3,658.84 569,867.28
3.Decrease 37,854.00 1,396,058.26 78,034.30 110,036.98 1,621,983.54
(1) Disposal or scrap 37,854.00 1,396,058.26 78,034.30 110,036.98 1,621,983.54
4.Closing balance 26,436,637.83 56,641,616.97 0.00 18,832,077.51 101,910,332.31
IV. Carrying amount - - - - -
ghgarrylng amountatyear 642 138,893.65 2,632,756,203.95 27,372,463.16 323,276,363.37 5,625543,924.13
2. Carrying value at 2,471,691,298.02  2,470,027,591.54 24,121,446.33 299,359,775.02  5,265,200,110.91
beginning of year
At the balance sheet date, the Company engaged appraisers to conduct impairment testing on
production equipment with low capacity utilization. When estimating the recoverable amount of the
cost input, an assets group associated with the production equipment was used to forecast the present
value of future cash flows. As tested, no impairment was identified in the assets groups.
The projected future cash flows of the assets group are determined based on the financial budget for
the expected useful life of the production equipment established by the management.
The main assumptions for impairment testing using the discounted future cash flow method are as
follows:
The calculation of the present value of projected future cash flows for the assets group adopts key
assumptions, including a 73.65% to 74.35% gross profit margin, revenue growth rates ranging from
0% to 5%, and a discount rate of 15.00% for cash flow discounting. These assumptions are determined
by the management based on historical performance and forecasts of market development.
(Fixed assets with temporary idle
Item Book value Accuml'llafed P.r0v1s.10n for Carrying amount Note
depreciation impairment
Housing and buildings 17,882,426.27 12,738,313.16 1,981,043.82 3,163,069.29
Machinery and 121,187,759.61 8641498229 2218823619  12,584,541.13
equipment
Electronic equipment 1,180,809.48 912,649.11 125,010.98 143,149.39
and others
Total 140,250,995.36 100,065,944.56 24,294,290.99 15,890,759.81

(3Fixed assets held under finance leases

Item

Carrying amount

Housing and buildings

1,574,194.98

(@Fixed assets without property certificate

Item

Carrying amount

Reasons for pending title certificate

Housing and buildings

157,449,537.68

Application in progress

(2) Fixed assets for disposal
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Closing balance of prior

Item Closing balance year Reason for disposal
Relocation and expansion
project of Sichuan Guangda 38,808,631.84 Handover not completed yet
Pharmaceutical
Manufacturing
14. Construction in progress
Item 2023.12.31 2022.12.31
Construction in progress 530,594,323.07 810,835,273.97
Construction materials 464,794.99 464,794.99
Total 531,059,118.06 811,300,068.96
(@  Information of construction in progress
Item 2023.12.31 2022.12.31
Book balance P.rovis.ion for Net book value Book balance P.rovis.i on for Net book value
impairment impairment
Haibin Pharma Pingshang
New Factory (ZRYIMEESF  153,355,903.52 11,068,266.54 142,287,636.98 133,771,969.05 11,068,266.54 122,703,702.51
)
Guangda New Factory
Project (Ot k3~ i H) 0.00 0.00 0.00 360,963,893.27 0.00 360,963,893.27
Fuxing Company Phase | &
1 Projects and others (##>% 0.00 0.00 0.00 38,842,449.73 0.00 38,842,449.73
ATEl— ZHATUH & FHAth)
Project of Shijiao New
Factory (£i £ 5] i H) 11,242,321.59 0.00 11,242,321.59 12,409,895.73 0.00 12,409,895.73
i j ) SE IR
Sﬁe;“ag'”"de project (AR g5 476039.98 0.00 53,876,039.98 0.00 0.00 0.00
Pharmaceutical factory 44 495 57 6g 0.00 100,095,507.68  70,972,186.23 0.00 70,972,186.23
workshop renovation project
Construction Project for
Microsphere Workshop
(including Gose) of Livzon
Group Livzon 0.00 0.00 0.00 39,976,590.91 0.00 39,976,590.91
Pharmaceutical Factory (Fi
BRANZ ] IR TR 8] (5 X )
HWIA)
P06 Construction Project of
Livzon Group Livzon 0.00 0.00 0.00 180,053.79 0.00 180,053.79
Pharmaceutical Factory (Fi ' ' ' s ' s
BRIZ5) P06 £ 4T5 H)
Project of lyophilized
powder injection workshop 0.00 0.00 0.00 1,157,559.47 0.00  1,157,559.47
(FTREZERTAE)
P04/P05 Construction
Project of Livzon Group
Livzon Pharmaceutical 1,710,588.82 0.00 1,710,588.82  1,560,960.52 0.00 1,560,960.52
Factory (N ¥k HI124)
P04/P05 7 ¥ 1 H )
Livzon Group Livzon
Pharmaceutical Factory (WF 243,501.31 0.00 243,501.31 0.00 0.00 0.00
BR#i 245 ) PO3 515 H
Technology transformation
project for Microsphere
Phase 11 of Shanghai Livzon 0.00 0.00 0.00 34,677,843.69 0.00 34,677,843.69

(b I ER R — B it
H)
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Item

Provision for

2023.12.31

2022.12.31

Provision for

Book balance . . Net book value Book balance . . Net book value
impairment impairment
Jiaozuo new factory
relocation project (£:/E#r)  67,116,236.97 0.00 67,116,236.97 0.00 0.00 0.00
TEmH)
Others 154,191,830.20 169,340.46 154,022,489.74 127,559,478.58  169,340.46 127,390,138.12
Total 541,831,930.07 11,237,607.00 530,594,323.07 822,072,880.97 11,237,607.00 810,835,273.97

(2 Changes in significant construction in progress

Name of Project 2022.12.31 Increase

Cumulati Including:

Transfer to Other decrease ¥¢ amount
fixed assets of interest capitalised

capitalised in the year

Interest
interest capitalisation
rate for the

year (%)

2023.12.31

Haibin Pharma Pingshang
New Factory (RYIIHHESE1L
)

Guangda New Factory Project
CeXH) BiH)

Fuxing Company Phase | & |1
Projects and others (#& %72\ &)
— TIBIH M)

Project of Shijiao New
Factory (f1ff¥7) WiH)
Semaglutide project (=] 3£
5))

Pharmaceutical factory
workshop renovation project
Construction Project for
Microsphere Workshop
(including Gose) of Livzon
Group Livzon Pharmaceutical
Factory (RNERHIZ) TRk %
RS ) EwiE)

P06 Construction Project of
Livzon Group Livzon
Pharmaceutical Factory (jIi £k
#245) " P06 BT H )
Project of lyophilized powder
injection workshop (/% ¥4t
T H)

P04/P05 Construction Project
of Livzon Group Livzon
Pharmaceutical Factory ([ &k
#1125 PO4/PO5 % %3 H )
Livzon Group Livzon
Pharmaceutical Factory (fi £k
#1245) " P03 BT H
Jiaozuo new factory
relocation project (EE1EHT)
I H)

133,771,969.05 145,212,282.64

360,963,893.27 145,275,853.14

38,842,449.73  20,306,789.09

12,409,895.73  1,337,540.69

0.00 88,742,101.07

70,972,186.23 95,834,059.18

39,976,590.91 0.00

180,053.79 378,308.84

1,157,559.47 357,798.13

1,560,960.52 149,628.30

0.00 243,501.31

0.00 67,116,236.97

98,024,548.46  27,603,799.71 0.00 0.00

506,239,746.41 0.00 0.00 0.00

44,523,939.89 14,625,298.93 0.00 0.00

2,505,114.83 0.00 0.00 0.00

34,866,061.09 0.00 0.00 0.00

66,710,737.73 0.00 0.00 0.00

39,976,590.91 0.00 0.00 0.00

558,362.63 0.00 0.00 0.00

1,515,357.60 0.00 0.00 0.00

0.00 0.00 0.00 0.00

0.00 0.00 0.00 0.00

0.00 0.00 0.00 0.00

0.00 153,355,903.52

0.00 0.00

0.00 0.00

0.00 11,242,321.59

0.00 53,876,039.98

0.00 100,095,507.68

0.00 0.00

0.00 0.00

0.00 0.00

0.00 1,710,588.82

0.00 243,501.31

0.00 67,116,236.97

Total 659,835,558.70 564,954,099.36

794,920,459.55 42,229,098.64 0.00 0.00

0.00 387,640,099.87

Changes in significant construction in progress (Continued)

Name of Project

Proportion of
Budget cumulative input
to budget %

Progress %

Source of fund

Haibin Pharma Pingshang New
Factory (RYIMHESELHT) )
Guangda New Factory Project (3K
B HiH)

1,436,107,400.00

536,882,000.00

Completion of

77.96 .
some projects

99.88 100.00

Self-funding and funds

raised

Self-funding
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Name of Project

Proportion of

Budget cumulative input

to budget %

Progress %

Source of fund

Fuxing Company Phase | & Il Projects

and others (2% A" — ZHALIH & 378,090,800.00 94.47 100.00 Self-funding
Fofth)
Project of Shijiao New Factory (47 4 Self-funding and funds
BT 377,005,000.00 90.27 90.00 raised
Semaglutide project (7] 3£ H) 168,900,000.00 52.54 55.00 Self-funding
Pharmaceutical factory workshop .
renovation project 306,558,388.48 92.43 90.00 Self-funding
Construction Project for Microsphere
Workshop (including Gose) of Livzon .
Group Livzon Pharmaceutical Factory — 262,445,000.00 8936 10000 Self-fundingand fu_ndg
(R BRI 25 ) PR AR 1) (3 ) il raise
TiH)
P06 Construction Project of Livzon
Group Livzon Pharmaceutical Factory  117,710,000.00 95.34 100.00 Self-funding
(MHEkHIZ5)  PO6 &I H)
Project of lyophilized powder .
injection workshop ( T-¥r4H 4115 143,500,000.00 95.36 100.00  Seif-funding and funds
H)
P04/P05 Construction Project of
Livzon Group Livzon Pharmaceutical 12 | | 1E-fundi
Factory (TiBk#125) PO4/POS % 1T 6,880,000.00 35 .00 Self-funding
H)
Livzon Group Livzon Pharmaceutical .
Factory (TiZk /125 P03 2 1417 H 106,033,900.00 0.23 Self-funding
Jiaozuo new factory relocation project .
e I ) 184,261,900.00 36.42 35.00 Self-funding
Others 0.00 0.00 0.00 Self-funding
Total 4,144,374,388.48 - - -
Other decrease is mainly transferred to long-term deferred expenses.
15. Right-of-use assets
Item Housing and buildings Total
1. Book value:
1.Beginning balance 78,335,855.53 78,335,855.53
2.Increase 26,614,546.23 26,614,546.23
(1) Additions by lease in 26,614,546.23 26,614,546.23
3.Decrease 10,873,414.93 10,873,414.93
4. Closing balance 94,076,986.83 94,076,986.83
I1. Accumulated depreciation
1.Beginning balance 36,492,721.56 36,492,721.56
2.Increase 31,907,046.92 31,907,046.92
(1) Provision 31,907,046.92 31,907,046.92
3.Decrease 10,555,849.14 10,555,849.14
4.Closing balance 57,843,919.34 57,843,919.34
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Item Housing and buildings Total
III. Provision for impairment
1.Beginning balance 0.00 0.00
2.Increase 0.00 0.00
3.Decrease 0.00 0.00
4.Closing balance 0.00 0.00
IV. Carrying amount
end 1. Carrying value at year 36,233,067.49 36,233,067.49
2. Carrying value at 41,843,133.97 41,843,133.97

beginning of year

As of 31 December 2023, the Company recognised lease expenses related to short-term leases and the
leases of low value assets of RMB7,030,100.

16. Intangible assets

(1) Details of intangible assets

Patents and

Item Land use rights proprietary Software Tr??et:?:rk Others Total
technologies 9

|. Book value

1.Beginning balance  442,251,561.19 1,015,955,570.54 93,252,884.14 62,769,716.98 10,985,294.53 1,625,215,027.38

2.Increase 2220284.85 220,712,363.81 4,828,301.45 0.00 000 227,760,950.11

(1) Purchase 2,220,284.85 1,833,600.00 4,828,301.45 0.00 000 888218630

(2) Internal research 000 218,878,763.81 0.00 0.00 000 218,878,763.81

and development

3.Decrease 0.00 5,524,303.12 3,051,359.93 0.00 000  8575663.05

(1) Disposals or 0.00 5,524,303.12 3,051,359.93 0.00 000  8575663.05

write-offs

4.Closing balance 444,471,846.04 1,231,143,631.23 95,029,825.66 62,769,716.98 10,985,294.53 1,844,400,314.44

I1. Accumulated

amortisation

1.Beginning balance  132,119,481.74  542,409,896.29 63,402,361.15 62,765,668.27 6,682,720.82  807,380,128.27

2.Increase 9,338,29555  325,075,396.30 11,026,049.11 47172 1,098,529.45 346,538,742.13

(1) Provision 9,338,29555  325,075,396.30 11,026,049.11 47172 1,098,529.45 346,538,742.13

3.Decrease 0.00 5,524,303.12 3,051,359.93 0.00 000  8575663.05

(1) Disposals or 000 552430312 3,051,359.93 0.00 000 857566305

write-offs

4.Closing balance 141,457,777.29  861,960,989.47 71,377,050.33  62,766,139.99 7,781,250.27 1,145343207.35

I11. Provision for

impairment

1.Beginning balance 981,826.94 14,737,946.42 0.00 0.00 0.00 15,719,773.36

2.Increase 0.00 0.00 0.00 0.00 0.00 0.00

(1) Provision 0.00 0.00 0.00 0.00 0.00 0.00

3.Decrease 0.00 0.00 0.00 0.00 0.00 0.00
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Patents and

Item Land use rights proprietary Software Trz:?et?:sark Others Total
technologies 9

4.Closing balance 981,826.94  14,737,946.42 0.00 0.00 000  15719,773.36

IV. Carrying amount

i'eifgﬁé”g amountat  a,) 03224181  354,444,695.34 23,652,775.33 3,576.99 3,204,04426 683,337,333.73

2.Carrying value at 444 150 959 51 458,807,727.83 29,850,522.99 404871 430257371 802,115,125.75

beginning of year

As of 31 December 2023, intangible assets formed through internal research and development of the
Company account for 54.91% of the balance of intangible assets.

At the balance sheet date, the Company engaged an appraiser to conduct an impairment test on the
biological drug technology that was capitalized during the current period. When estimating the
recoverable amount of the cost input, an assets group related to the biological technology was used to
estimate the present value of future cash flows. As tested, no impairment was identified in this assets
group.

The projected future cash flows of the assets group are determined based on the financial budget for
the expected useful life of the biological drug technology established by management.

The main assumptions for impairment testing using the discounted future cash flow method are as
follows:

The calculation of the present value of projected future cash flows for the assets group related to the
biological technology utilized key assumptions of gross profit margins ranging from 80.65% to
81.94%, operating income growth rates ranging from 5.26% to 91.59%, and a discount rate of 15.00%
for cash flow discounting. These assumptions were determined by management based on historical
performance and forecasts of market development.

(2) Intangible assets pending for certificates of ownership
None.
(3) Intangible assets

The land use rights represent the state-owned land use rights obtained by the Company in accordance
with PRC laws in China, and the term of grant will be 50 years commencing from the date of obtaining
the land use rights

17. Development costs

2022.12.31 Increase Decrease 2023.12.31

Development costs 428,284,884.17 274,513,905.45 219,304,302.45 483,494,487.17

Specific details refer to Note VI Research and development expenditures.

18. Goodwill
(1) Book value of goodwill

Increase Decrease
Name of investee 2022.12.31 Formation by 2023.12.31
business Others  Disposal Others
combination
Shanghai Livzon Pharmaceutical 2,045.990.12 0.00 0.00 0.00 0.00 2,045.990.12

Manufacturing Co., Ltd. (NN ER
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Increase Decrease
Name of investee 2022.12.31 Formation by 2023.12.31
business Others  Disposal Others
combination
HIZA R A D)
Zhuhai FTZ Livzon Hecheng
Pharmaceutical Manufacturing Co.,
Ld. (R IRLIX Bk & B 251 3,492,752.58 0.00 0.00 0.00 0.00 3,492,752.58
FRA =)
Sichuan Guangda Pharmaceutical
Manufacturing Co., Ltd. (P4)115%K 13,863,330.24 0.00 0.00 0.00 0.00 13,863,330.24
HIZA R A D)
Livzon Group Xinbeijiang
Pharmaceutical Manufacturing Inc.
(IR R AT 61 25 e 5 B A 7,271,307.03 0.00 0.00 0.00 0.00 7,271,307.03
Al)
Livzon Group Fuzhou Fuxing
Pharmaceutical Co., Ltd. (FHERZEH] 46,926,155.25 0.00 0.00 0.00 0.00 46,926,155.25
FEINAE NS E BR A7)
Livzon Group Livzon
Pharmaceutical Factory (Wi &1 %4 47,912,269.66 0.00 0.00 0.00 0.00 47,912,269.66
D)
Livzon Group 395,306,126.41 0.00 0.00 0.00 0.00  395,306,126.41
Shenzhen Haibin Pharmaceutical
Co., Ltd. (IR S 25 R 91,878,068.72 0.00 0.00 0.00 0.00  91,878,068.72
)
Joincare Daily-Use & Health Care
Co., Ltd. (f&£)3E 70 H R da it A BR 1,610,047.91 0.00 0.00 0.00 0.00 1,610,047.91
)
f;ﬁe“ﬁf“(}fﬁﬁﬁﬁi?jﬁ%?& - 635,417.23 0.00 0.00 0.00 0.00 635.417.23
Health Pharmaceuticals (China)
Limited (R ZD(FE) HRA 23,516,552.65 0.00 0.00 0.00 0.00  23,516,552.65
A])
(S/;fi’}ﬁ?;g;y;a;k%‘}ggyﬁf)" Lud 6,000,000.00 0.00 0.00 0.00 0.00  6,000,000.00
Jiaozuo Joincare Bio Technological
Co., Ltd. (FEAE (e TT APt i 92,035.87 0.00 0.00 0.00 0.00 92,035.87
PR H])
Shanghai Zhongtuo Pharmaceutical
Technology Co., Ltd. (¥ ik 0.00 21,870,805.09 0.00 0.00 0.00  21,870,805.09
R R A R])
Total 640,550,053.67 21,870,805.09 0.00 0.00 0.00 662,420,858.76
(2) Provision for impairment of goodwill
Name of investee or matter Increase Decrease
from which goodwill arose 2022.12.31 .. . 2023.12.31
Provision Others Disposal  Others
Livzon Group Xinbeijiang
Pharmaceutical Manufacturing
Inc. (T BRAE A7 LT 1125 B 7,271,307.03 0.00 0.00 0.00 0.00 7,271,307.03
HIRAR)
Livzon Group Fuzhou Fuxing
Pharmaceutical Co., Ltd. (Wfﬂi% 11,200,000.00 0.00 0.00 0.00 0.00 11,200,000.00
1A AR P 2 25 B A 7))
E?g’g;;?l ;‘g;}; gﬁ%?@%a) 6,000,000.00 0.00 0.00 0.00 0.00  6,000,000.00
Joincare Daily-Use & Health 1,610,047.91 0.00 0.00 0.00 000  1,610,047.91

Care Co., Ltd. ({570 H F -8
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Name of investee or matter Increase Decrease

from which goodwill ar 2022.12.31 2023.12.31
om which goodwill arose Provision Others Disposal  Others

A R A

Total 26,081,354.94 0.00 0.00 0.00 0.00 26,081,354.94

The goodwill of the Company arose from its business combination involving enterprises not under
common control.

On the balance sheet date, the Company conducts an impairment test on goodwill. When estimating
the recoverable amount of input costs, it uses a assets group related to goodwill to estimate the present
value of future cash flows.

The estimated future cash flow of asset groups is calculated according to the five-year financial budget
plan made by the management, the cash flows in the years beyond the five-year budget plan remain
stable.

Key assumptions of discounted future cash flow for goodwill impairment test are as follows:

For the calculation of estimated present value of future cash flow of the asset groups related to
goodwill of Livzon Group, key assumptions are a gross margin of 63.58%-63.74% and a business
revenue growth rate of 0~10.68% as well as a cash flow discount rate of 12.11%. The management
took into account historical conditions and predictions for future market development in making the
above assumptions.

For the calculation of estimated present value of future cash flow of the asset groups related to
goodwill of Shenzhen Haibin Pharmaceutical Co., Ltd. (I T 1 24545 IR 23 7]), key assumptions
are a gross margin of 36.41%-37.26% and a business revenue growth rate of 2.65%~3.28% as well as
a cash flow discount rate of 12.28%. The management took into account historical conditions and
predictions for future market development in making the above assumptions.

For the calculation of estimated present value of future cash flow of the asset groups related to
goodwill of Livzon Group Livzon Pharmaceutical Factory (R Efi|Z4) ), key assumptions are a gross
margin of 84.51%-85.77% and a business revenue growth rate of -0.32%~18.40% as well as a cash
flow discount rate of 14.72%. The management took into account historical conditions and predictions
for future market development in making the above assumptions.

For the calculation of estimated present value of future cash flow of the asset groups related to
goodwill of Fuzhou Fuxing Pharmaceutical Co., Ltd. (Tl £k4E B #E 48 X E 24 H R~ A)), key
assumptions are a gross margin of 61.26%-63.22% and a business revenue growth rate of 0~5.17% as
well as a cash flow discount rate of 15.04%. The management took into account historical conditions
and predictions for future market development in making the above assumptions.

As tested, the management of the Company expects that no impairment provision is needed during
the period.

19. Long-term deferred expenses

Decrease
Item 2022.12.31 Increase 2023.12.31
. L. Other
Amortization
decrease
('?ffi’c‘gsa“o“ costsof 55 40489826  11,841,332.37 8,943,822.37 0.00  35302,408.26
lljlearlll‘t’sva“oncosm’f 177,270,511.39  67,563,674.28  36,995,443.60 000  207,838,742.07
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Others 68,192,307.30  48,028,490.43 30,583,946.83 13526028  85,501,590.62
Total 277,867,716.95  127,433,497.08 76,523,212.80 13526028  328,642,740.95
20. Deferred tax assets and deferred tax liabilities
(1) Deferred tax assets and deferred tax liabilities before offsetting
Ttem 2023.12.31 2022.12.31
Deductible or Deferred tax Deductible or Deferred tax
taxable timing assets or  taxable timing assets or
differences liabilities differences liabilities
Deferred tax assets:
Provision for impairment of assets 343,045,560.65 53,742,321.13 336,502,793.26  51,790,732.85
Deductible difference arising from 4 455 951 67531 154,078,627.18  965,912,234.46 145,014,131.32
accrued expenses
gzdl‘ézts‘ble difference arising from 574248 191 27 §8.085237.05  399,128528.63  61,021,514.54
Deferred income 351,168,477.14 52,689,271.55  329,970,021.95  49,511,503.29
Unrealised gains from intra- 557,950,823.99  83:860,590.27  694,726,037.62 104,182,311.29
company transactions
Changes in fair value of other 171,80802060  42952,005.15  146,540,719.40  36,635,179.85
equity imnstruments
Deductible difference arising from g9 g5 65970 27,320,365.15  107,474,300.53  16,149,104.44
share incentive expenses
Changes in fair value of financial 6,788,508.30 1,118,844.82 729881937  1,234,418.76
assets held for trading
Lease liabilities 36,032,491.62 5,448,312.71 40,929,153.44  6,176,080.30
Other deductible temporary 46192255315  60,330255.14  455485646.11  68,322,846.92
difference
Total 3,704921,971.73  579,534,830.15 3,483,968,263.77 540,037,823.56
Deferred tax liabilities:
Changes in fair value of financial
. 18,136,499.46 2,804,773.32 20,265,474.92  3,216,065.39
assets held for trading
aASCS‘;f;erated depreciation of fixed 4 460 36187770 176,372,76851 1,004571,545.41  167,757,444.03
Changes in fair value of other 336,006,149.00 54,781,912.31  242,925303.81  39,399,916.06
equity instruments
Unrealised gains from intra- 105,940,000.00 20,791,000.00  105,940,000.00  20,791,000.00
company transactions
Right-of-use assets 34,915,576.08 5,281,690.30 29,399,049.11  6,029,458.89
Total 1,663,360,102.26  260,032,144.44 1,493,101,373.25 237,193,884.37

(2) Deductible temporary differences and deductible tax losses of unrecognized deferred tax
assets

Item 2023.12.31 2022.12.31
Deductible temporary differences 708,195,629.77 239,109,485.46
Deductible tax loss 3,347,867,061.97 2,804,958,759.64
Total 4,056,062,691.74 3,044,068,245.10

(3) Deductible tax loss of unrecognized deferred income tax assets will expire in the following
year
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Year 2023.12.31 2022.12.31 Note
2023 0.00 182,300,762.40

2024 347,767,088.05 385,139,111.62

2025 411,145,375.34 253,044,280.36

2026 571,314,623.42 390,203,263.39

2027 756,928,429.68 1,485,158,186.92

2028 1,126,656,130.74 0.00

Thereafter 134,055,414.74 109,113,154.95

Total 3,347,867,061.97 2,804,958,759.64

21. Other non-current assets

Item 2023.12.31 2022.12.31
Fixed deposits and interest 639,386,083.31 812,562,286.58
VAT carry forward 3,338,552.19 3,338,552.19
Prepayment for acquisition of project 314 499 620 27 340.456.344.22
and equipment R e
Prepayment for acquisition of

technical know-how 0.00 415,000.00
Total 957,224,255.77 1,156,772,182.99

22. Ownership or using rights of assets subject to restriction

Item 2022.12.31 Reason of restriction
Other cash and bank 6,627.449.66 1,392,407.76 Deposits for letter of credit and bank acceptar}ce
balances bills
Notes receivable 519,789,027.16  469,659,266.19 Acceptance bills and pledged notes receivable
Total 526,416,476.82  471,051,673.95
23. Short-term loans
(1) Short-term loans by category
Item 2023.12.31 2022.12.31
Unsecured loans 2,066,149,722.22 2,089,585,755.20
Guaranteed loans 10,009,625.00 36,464,859.86
Total 2,076,159,347.22 2,126,050,615.06
(2) The Company has no overdue short-term loans.
24. Financial liabilities held for trading
Item 2023.12.31 2022.12.31
Financial liabilities held for trading 86,817.12 755,634.43
Including:
Derivative financial liabilities 86,817.12 755,634.43
Total 86,817.12 755,634.43

Derivative financial liabilities represent foreign currency forward contracts. The loss from unexpired
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onerous contracts measured at fair value on balance sheet date was recognised as financial liabilities

held for trading.

25. Notes payable

Category

2023.12.31

2022.12.31

Bank acceptance bills

1,469,148,287.38

1,635,906,989.22

The Company has no overdue notes payable.

26. Accounts payable
Item 2023.12.31 2022.12.31
Within one year 725,938,902.30 815,158,453.21
Over 1 year 168,347,340.98 128,747,127.70
Total 894,286,243.28 943,905,580.91

(1) The aging of accounts payable is calculated from the date of entry

(2) No significant accounts payable aging over 1 year at the end of the period.

27. Contract liabilities
Item 2023.12.31 2022.12.31
Within one year 137,475,266.94 260,935,024.18
Over 1 year 21,607,370.71 32,042,706.56
Total 159,082,637.65 292,977,730.74

No significant contract liabilities with ageing for more than 1 year at the end of the period. The amount
of contract liabilities at beginning of the period recognised as revenue during the period is

RMB192,155,336.91.

28. Employee benefits payables

Item 2022.12.31 Increase Decrease 2023.12.31
Short-term employee benefits 571,143,205.10  2,089,445,950.71 2,262,734,417.03 397,854,738.78
g‘fg;‘gﬂfﬁﬁﬂ;‘;ﬁ“}fﬁg 584,624.36  164,554,519.87  164,810,151.10 328,993.13
Termination benefits 1,282,742.00 7,128,897.88 7,128,897.88 1,282,742.00
Total 573,010,571.46  2,261,129,368.46 2,434,673,466.01 399,466,473.91
(1) Short-term employee benefits

Item 2022.12.31 Increase Decrease 2023.12.31
Salaries, bonus and allowances 375,067,929.19 1,873,976,365.83  1,858,591,416.63 390,452,878.39
Staff welfare 5,794,481.17 79,518,469.82 80,443,067.58 4,869,883.41
Social insurances 1,244,430.44 64,661,757.23 65,410,721.34 495,466.33
Including: 1. Medical insurance 1,153,030.82 57,856,336.25 58,621,836.12 387,530.95

2. Work injury insurance 51,322.84 4,323,739.25 4,300,052.27 75,009.82
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Item 2022.12.31 Increase Decrease 2023.12.31
3. Maternity insurance 40,076.78 2,481,681.73 2,488,832.95 32,925.56
Housing fund 2,223,574.48 64,170,716.07 64,780,041.91 1,614,248.64
Union funds and staff education 418,905.96 7,118,641.76 7,115,287.28 422,260.44
?flfées ownership plan special 186,393,883.86 0.00  186,393,882.29 1.57
Total 571,143,205.10  2,089,445950.71 2,262,734,417.03 397,854,738.78
(2) Defined contribution plans
Item 2022.12.31 Increase Decrease 2023.12.31
Post-employment benefits 584,624.36 164,554,519.87 164,810,151.10 328,993.13
Including: 1. Basic pension 54559512  159,200,498.37  159,464,797.56 281,295.93
msurance
. 2. Unemployment 39,029.24 5,354,021.50 5,345,353.54 47,697.20
msurance
Total 584,624.36 164,554,519.87  164,810,151.10 328,993.13

The Company participates in pension insurance and unemployment insurance plans established by the
government in accordance with relevant requirements. According to the plans, the Company makes
contributions to these plans in accordance with relevant requirements of the local government. Save
for the above contributions, the Company no longer undertakes further payment obligation. The
corresponding cost is charged to the profit or loss for the current period or the cost of relevant assets

when it occurs.

29. Taxes payable

Taxes 2023.12.31 2022.12.31
Value-added tax 115,815,594.36 166,151,353.61
Urban maintenance and construction tax 10,479,696.08 14,374,197.97
Enterprise income tax 248,970,115.59 124,039,899.44
Property tax 10,102,159.56 7,992,927.81
Land use tax 3,551,644.81 2,847,286.45
Individual income Tax 8,704,470.10 7,524,584.67
Stamp duty 3,220,463.11 2,904,260.39
Education surcharge 6,963,481.73 9,613,697.69
Others 2,395,228.75 2,254,065.70
Total 410,202,854.09 337,702,273.73
30. Other payables
Item 2023.12.31 2022.12.31
Dividends payable 12,478,280.13 12,252,074.84
Other payables 3,670,125,758.60 3,668,082,286.04
Total 3,682,604,038.73 3,680,334,360.88
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(1) Dividends payable
Item 2023.12.31 2022.12.31
Common shares dividend 20,174.46 20,174.46
Qingyuan Xinbeijiang Enterprise (Group)
Company (FZEHTALILAN(EEB)AF]) 1:200,710.00 1,200,710.00
Othe_r l'eg_al persons and individual shareholder of 6.709,282.62 6.682.964.50
subsidiaries
Internal staff shareholders of subsidiaries 4,548,113.05 4,348,225.88

Total

12,478,280.13

12,252,074.84

(2) Other payables

Item 2023.12.31 2022.12.31
Office expenses 83,598,827.70 69,513,003.38
Security deposits 81,936,094.18 89,750,329.22
Utility bill 43,286,467.16 28,378,759.70
Scientific research expenses 38,500,715.04 61,153,064.06
Business promotion expenses 3,229,954,810.39 3,240,077,659.74
Others 192,848,844.13 179,209,469.94
Total 3,670,125,758.60 3,668,082,286.04

The obligations of repurchasing restricted shares held by the directors, the senior management and

their spouses amounted RMBO0.00 at period end.

At year end, there is no significant other payables aging over 1 year.

31. Non-current liabilities due within one year

Item 2023.12.31 2022.12.31
Lease liabilities due within one year 22,085,541.56 19,415,779.34
Long-term loans due within one year and interest 696,478,602.75 43,661,481.64
Total 718,564,144.31 63,077,260.98
32. Other current liabilities

Item 2023.12.31 2022.12.31

Output VAT pending for transfer 11,242,363.91 17,734,822.42

Payables for goods return 39,844,637.92 83,440,368.95

Others 0.00 101,522.98

Total 51,087,001.83 101,276,714.35
33. Long term loans

Item 2023.1231 , Rangeof 20221231, Rangeof

interest rate interest rate

Unsecured loans 1,626,187,359.91  2.15%-3.05% 1,475,974,398.32  2.45%-3.20%

Guaranteed loans 2,192,564,521.83  2.65%-3.60% 1,798,531,126.20 2.70%-3.60%

Subtotal 3,818,751,881.74 3,274,505,524.52

Less: Long-term loans due within 696,478,602.75 43,661,481.64

one year

Total 3,122,273,278.99 3,230,844,042.88

250



Joincare Pharmaceutical Group Annual Report 2023
34. Lease liabilities
Item 2023.12.31 2022.12.31
Lease payments payable 37,508,489.97 42,898,265.42
Less: Lease liabilities due within one year 22,085,541.56 19,415,779.35
Total 15,422,948.41 23,482,486.07

Interest expenses accrued on lease liabilities during the year 2023 was RMB2.81 million, which was
recorded in financial expenses-Interest expense.

35. Deferred income

Item 2022.12.31 Increase Decrease 2023.12.31 Reasoq of
formation

gr‘;flf;“mem 384,537,267.55  81,090,429.36 9544814609  370,179,550.82

Government grants recorded as deferred income refer to Note VIII. Government grants.

36. Other non-current liabilities

Item 2023.12.31 2022.12.31

Relocation and expansion project of Sichuan

Guangda Pharmaceutical Manufacturing 90,000,000.00 84,000,000.00

37. Share capital
Item Movement in the year (+ or -)

2022.12.31 Issue of C‘":lvgjig 2023.12.31
. Others Subtotal
new shares capital
reserve

I. Tradable shares subject to
selling restrictions
1. Domestic legal person shares 0 0 0 0 0 0
2. Domestic natural person 0 0 0 0 0 0
shares
3. Overseas legal person shares 0 0 0 0 0 0
Tra(.iable shgrgs subject to 0 0 0 0 0 0
selling restrictions in aggregate
I1. Tradable shares
I. Ordinary shares 1,929,189,374 3,500,889 0  -67,166456  -63,665567  1,865,523,807
denominated in RMB
2.. Foreign-invested stocks 0 0 0 0 0 0
listed overseas
Tradable shares in aggregate 1,929,189,374 3,500,889 0 -67,166,456 -63,665,567 1,865,523,807
IIL. Total number of shares 1,929.189,374 3,500,889 0 -67,166,456  -63,665,567 1,865,523,807

The increase of share capital in the year: Exercise of share options increased by 3,500,889 shares.

The reduction of share capital in this period is cancellation of repurchased shares.

38. Capital reserve

Item

2022.12.31

Increase

Decrease

2023.12.31
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Capital premium 2,221,682,284.77 37,735,362.10 907,013,552.77 1,352,404,094.10
Other capital reserve 122,010,931.22 129,821,481.15 2,516,418.76 249,315,993.61
Total 2,343,693,215.99 167,556,843.25 909,529,971.53 1,601,720,087.71

The increase in capital premium was due to: 1. The exercise of share options for 3,500,889 shares
resulted in an increase in share premium of RMB35,218,943.34, and the corresponding recognition of
share-based compensation expense of RMB2,516,418.76, which was transferred from other capital
reserves to share premium.

The decrease in capital premium was due to: 1. After the exercise of share options, the difference
between the expense deductible for tax purposes and the expense previous accrued increased the
income tax payable by RMB34,920.60 in accordance with tax regulations, resulting in a corresponding
decrease in share premium; 2. The Company and its subsidiary Livzon Group repurchased shares,
resulting in a corresponding decrease in share premium of RMB906,978,632.17.

The increase in other capital reserve was due to: 1. The Company and its subsidiary Livzon Group
recognized share-based compensation expenses totalling RMB43,360,594.05; 2. The Company’s
subsidiary, Livzon Group, made non-proportional capital contribution to investees under equity
accounting method that led to change in shareholding ratio and other equity, the capital reserve is
increased by RMB12,823,027.01; 3. The subsidiary Livzon Group repurchased and cancelled shares,
causing changes in the Company's ownership percentage and other equity adjustments, resulting in an
increase in capital reserves of RMB73,637,860.09.

The decrease in other capital reserve was due to: Share incentive expense charged to capital premium
of RMB2,516,418.76.

39. Treasury shares

Item 2022.12.31 Increase Decrease 2023.12.31

Repurchase of shares due to Share Ownership

Scheme and Share Options Incentive Scheme 222,644,454.50 0.00 222,644,454.50 0.00
Repurchase of shares to be cancelled 124,532,106.79 475,382,587.14 599,914,693.93 0.00
Total 347,176,561.29 475,382,587.14 822,559,148.43 0.00

The increase in treasury stock for the period: The total amount of funds used by the company to
repurchase its A shares through centralized bidding transactions. The decrease in treasury stock for the
period: The cancellation of repurchased shares.

40. Other comprehensive income

Other comprehensive income attributable to the parent company in the balance sheet:

Beglnnmg Current year Closing balance
alance
Less: Included in
other comprehensive
Item Beginning ) Amount ) incom_e in the
balance attributable to  previous period and @) =(1) +(2) -3)
) parent company _ transfelfred _to
after tax(2)  retained earnings in
the current
period(3)
I. Other comprehensive income not
reclassified into profit or loss 16,979,631.87 -28,328,225.75 2,072,742.37 -13,421,336.25
subsequently
10ther comprehensive income not
reclassified to profit or loss under 8,775,200.25 1,329,112.27 0.00 10,104,312.52

equity method
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Beginning Current year Closing balance
balance
Less: Included in
other comprehensive
Item Beginnin Amount income in the
9 g attributable to  previous period and _
balance ferred (4)=(1) +(2) -(3)
(1) parent company ~ transferred to
after tax(2)  retained earnings in
the current
period(3)
2.Changes in fair value of other 8,204431.61  -29,657,338.02 2,072,742.37  -23,525,648.78
equity instrument investments
I1. Other comprehensive income
that will be reclassified into profit -12,275,158.33 13,450,363.36 0.00 1,175,205.03
or loss subsequently
1.0ther comprehensive income that
will be transferred to profit or loss 274,411.50 -79,651.80 0.00 194,759.70
under equity method
2.Translation difference of foreign
currency financial statements -12,549,569.84 13,530,015.17 0.00 980,445.33
Total other comprehensive income 4,704,473.53 -14,877,862.38 2,072,742.37 -12,246,131.22
Other comprehensive income attributable to the parent company in income statement:
Current year
transf;_rizsc; Les_s: Amount _ Amount
Item Amount to profit or Less: Income attrlbutgble_to attributable to
before tax(1) lossin  tax expenses(3) . minority - parent company
current interests after  after tax(5) =(1)
year(2) tax(4) -(2)-(3)-(4)
1. Other comprehensive
income not reclassified into -47,130,870.01 0.00 9,080,248.76 -27,882,893.03 -28,328,225.75
profit or loss subsequently
1.0ther comprehensive income
not reclassified to profit or loss 2,948,132.06 0.00 0.00 1,619,019.79 1,329,112.27
under equity method
2.Changes in fair value of
other equity instrument -50,079,002.07 0.00 9,080,248.76 -29,501,912.81 -29,657,338.02
investments
I1. Other comprehensive
income that will be 20,351,531.70 0.00 0.00 6.901,168.34  13,450,363.36
reclassified into profit or loss
subsequently
1.0ther comprehensive income
that will be transferred to profit -176,677.35 0.00 0.00 -97,025.55 -79,651.80
or loss under equity method
2.Translation difference of
foreign currency financial 20,528,209.05 0.00 0.00 6,998,193.88 13,530,015.17
statements
;%gark‘;ther comprehensive o6 779,338.31 0.00  9,080248.76  -20,981,724.69  -14,877,862.38
41. Surplus reserve
Item 2022.12.31 Increase Decrease 2023.12.31
Statutory surplus reserve 693,451,984.13 124,279,622.27 0.00 817,731,606.40
Discretionary surplus 40,210,642.44 0.00 0.00 40,210,642.44
reserve
Expansion reserve 1,103,954.93 0.00 0.00 1,103,954.93
Total 734,766,581.50 124,279,622.27 0.00 859,046,203.77
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42. Undistributed profits
(1) Movement of undistributed profits
Appropriatio
Item 2023 2022 n ratio
Rgtalned earnings in previous period before 8,456,778,287.49 7.223.644.166.22 _
adjustments
Adjustments to opening balance of retained 0.00 -46.332 61 __
earnings (increase +, decrease -) ’ B
Opemng balance of retained earnings after 8,456,778.287.49 7223597 833.61
adjustments
Add: Net profit attributable to parent company 1,442.779.722.23 1,502,777.133.76 _
for the current year
Gains from disposal of other equity 3.371.626.11 101.906.354.19 _
instruments investment e e
Less: Appropriation of statutory surplus 124279 622 97 03.945.402 42 10%
reserve e D
Appropriation of discretionary surplus 0.00 0.00
reserve ' '
Appropriation for dividends to ordinary 336792 056.76 277 557 631.65
shares T D
Dividend to ordinary shares converted to 0.00 0.00
share capital ' '
Closing balance of undistributed profits 9,441,857,956.80 8,456,778,287.49
(2) Profit distributions
Unit: RMB
Item 2023 2022
Dividends:
2022 year-end dividend (Note 2) 336,792,056.76 0.00
2021 year-end dividend (Note 3) -- 277,557,631.65
Dividends proposed after the balance sheet date:
2023 year-end dividend distribution (Note 1) 0.00 0.00

2022 year-end dividend distribution (Note 2) 336,792,056.76

Note 1: On 2 April 2024, the thirty-eighth meeting of the eighth board of directors of the Company
passed the 2023 annual profit distribution plan. A cash dividend of RMB1.80 (tax inclusive) for every
10 shares would be distributed to all shareholders based on the Company's total share capital on the
equity registration date determined by the implementation of the Company's 2023 annual profit
distribution plan. The remaining undistributed profits are carried forward for distribution in future
years.

Note 2: On 7 April 2023, the twenty-third meeting of the eighth board of directors of the Company
passed the 2022 annual profit distribution plan. A cash dividend of RMB1.80 (tax inclusive) for every
10 shares would be distributed to all shareholders based on the Company's total share capital, deducted
by the repurchased shares held in the Company's special securities account, on the equity registration
date determined by the implementation of the Company's 2022 annual profit distribution plan. The
remaining undistributed profits are carried forward for distribution in future years. The profit
distribution plan was approved by the shareholders' meeting on 9 June 2023, and was subsequently
paid.

Note 3: According to the "Profit Distribution Plan for 2021 of the Company" approved by the
Company's 2021 Annual General Meeting of Shareholders on 18 May 2022, the Company distributed
cash dividends to all shareholders, RMBO0.15 per share, based on the 1,850,384,211 shares, which was
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calculated by the 1,912,540,667 issued shares registered in China Securities Depository and Clearing
Corporation Limited (Shenzhen Branch) on 29 June 2022 with deduction of 62,156,456 repurchased
shares held in repurchased account, the total amount was RMB277,557,631.65.

43. Operating income and operating cost
(1) Operating income and operating cost

Item 2023 2022
Revenue Cost Revenue Cost
Primary operations 16,521,723,930.99 6,206,181,318.60  17,012,733,738.86 6,160,330,584.19
Other operations 124,626,418.73 92,284,352.51 130,019,329.96 91,934,724.21
Total 16,646,350,349.72 6,298,465,671.11 17,142,753,068.82 6,252,265,308.40
(2) Disaggregate information of primary operating income
@® Segregation by products
2023 2022
Item
Revenue Cost Revenue Cost
Primary operations:
Chemical
. o 8,714,333,568.23 1,838,766,252.49 9,226,385,569.43 1,813,969,087.68
pharmaceuticals (145
Hil70)
Chemical active
pharmaceutical
ingredients (APIs) and 5,045,478,897.44  3,348,124,481.16 5,228,344,920.83  3,409,237,794.82
intermediates (1h %5
L2 F v B )
Traditional Chinese
medicine (256151 1,805,427,390.05 57593228252  1,296,583,761.24  427,894,665.07
Biological product (4
Py ) 84,426,083.26 102,589,712.45 408,488,131.90 106,811,638.64
Health care products
(A ) 195,865,865.05 71,643,900.63 121,235,545.22 46,223,021.02
Diagnostic reagents and
equipment (12 i 7l 658,966,438.70 256,124,411.27 723,535,115.00 352,636,503.06
R )
Others 17,225,688.26 13,000,278.08 8,160,695.24 3,557,873.90
Subtotal 16,521,723,930.99 6,206,181,318.60 17,012,733,738.86 6,160,330,584.19
Other operations:
Sales materials,
processing fees, etc 49,468,965.72 28,510,860.51 64,214,783.08 43,942,003.40
Rental fees 12,613,941.94 2,707,776.69 10,731,614.42 405,023.12
Others 62,543,511.07 61,065,715.31 55,072,932.46 47,587,697.69
Subtotal 124,626,418.73 92,284,352.51 130,019,329.96 91,934,724.21
Total 16,646,350,349.72 6,298,465,671.11 17,142,753,068.82 6,252,265,308.40

@ Segregation by operating locations
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Item 2023 2022
Revenue Cost Revenue Cost
Domestic 13,938,078,133.85 4,471,521,161.40 14,170,771,017.92 4,326,229,111.25
Overseas 2,583,645,797.14 1,734,660,157.20 2,841,962,720.94 1,834,101,472.94
Total 16,521,723,930.99 6,206,181,318.60 17,012,733,738.86 6,160,330,584.19
® Segregation by timing of revenue recognition
Item 2023 2022
Revenue Cost Revenue Cost
Primary operations:
Recognized ata point in 16,521,72393099  6,206,181,318.60  17,012,73373886  6,160,330,584.19
Other operations:
Recognized ata pointin 112,012 476.79 89,576,575.82 119,287,715.54 91,529,701.09
Rental income 12,613,941.94 2,707,776.69 10,731,614.42 405,023.12
Total 16,646,350,349.72 6,298,465,671.11 17,142,753,068.82 6,252,265,308.40

@ Information of top five customers of business revenue

Total operating revenue from top five

Proportion to primary operating income

Period customers in the period (%)
2023 1,503,371,183.85 9.10
2022 1,524,490,064.48 8.96
® Segregation by other operations
Item 2023 2022
Revenue Cost Revenue Cost
Sale of raw materials 39,304,960.58 17,822,121.67 47,190,775.25 31,174,586.16
Processing fees 376,599.27 1,558,660.40 5,995,904.44 2,546,785.48
Rental fees 12,613,941.94 2,707,776.69 10,731,614.42 405,023.12
Power fee 9,787,405.87 9,130,078.44 11,028,103.39 10,220,631.76
Others 62,543,511.07 61,065,715.31 55,072,932.46 47,587,697.69
Total 124,626,418.73 92,284,352.51 130,019,329.96 91,934,724.21
44. Taxes and surcharges
Item 2023 2022
Urban construction tax 84,322,355.47 86,745,317.20
Education surcharge 63,425,582.72 64,105,649.70

256



Joincare Pharmaceutical Group Annual Report 2023
Land use tax 10,778,058.26 10,656,172.45
Property tax 30,520,758.40 24,496,501.64
Stamp duty and others 14,162,366.00 13,742,716.57
Total 203,209,120.85 199,746,357.56

Note: The bases of calculations for major taxes and surcharges are set out in Note [V. Taxation.

45. Selling expenses

Item 2023 2022
Marketing and promotional expenses 3,777,259,678.16 4,372,087,623.70
Staff salaries 502,040,446.94 456,875,210.86
Entertainment and travel expenses 66,597,405.00 50,363,363.02
Conference fees 27,167,233.43 13,696,783.94
Others 61,377,517.52 57,779,474.64
Total 4,434,442,281.05 4,950,802,456.16
46. Administrative expenses
Item 2023 2022
Staff salaries 398,539,784.86 570,458,570.31
Depreciation and amortisation 135,294,893.83 113,223,517.86
Share incentive expenses 89,227,389.39 56,241,342.12
Q‘:X{gg&‘r’é igg:”'tancy and information 26,477,761.47 22,074,505.08
Quality project expenses 51,398,582.85 29,400,960.89
gglec:s,eesntertamment and travelling 72,005,062.42 50.419.007.80
E?Efe'lrlg;e”(fu;tffbggzportat'on and 27,979,809.29 32,266,815.31
Recruitment and staff training expenses 9,004,540.26 10,962,130.33
Others 119,653,791.33 98,436,741.81
Total 930,481,615.70 992,483,591.51
47. Research and development expenses
Item 2023 2022
Material costs 292,431,042.37 290,480,597.96
Staff salaries 441,951,205.11 429,267,039.97
Share incentive expenses 1,185,242.87 835,636.96
Testing fees 327,359,553.83 491,741,656.46
Depreciation and amortisation 417,142,207.50 274,454,884.02
Outsourced R&D expenses 85,178,642.29 105,589,383.10
Others 96,510,086.93 149,718,881.47
Total 1,661,757,980.90 1,742,088,079.94

48. Financial expenses
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Item 2023 2022
Interest expense 146,728,005.05 139,016,104.44
Less: Interest income 532,253,758.86 395,476,309.66
Exchange gain or loss -27,248,744.90 -104,462,941.41
Bank charges and others 7,933,365.27 8,475,722.01
Total -404,841,133.45 -352,447,424.62
49. Other income

Government grants 92,968,065.71 132,272,375.37 Related to assets
Government grants 140,090,341.40 154,570,556.96 Related to income
Handling fees for tax withholding 2,585,013.29 3,025,074.11

Tax refund on super-deduction 23,418,378.60 0.00

Total 259,061,799.00 289,868,006.44

For specific details on government grants, please refer to Note V. 62. Government grants. For specific
details on government grants as a non-recurring income, please refer to Note VIL.1.

50. Investment income

Item 2023 2022
Long-term equity investments income under equity method 72,794,071.40 70,577,657.04
?nvestment income from disposal of long-term equity 0.00 4,242 40446
nvestments

Investm@nt income from financial assets held for trading during 356.166.62 306,526.30
the holding period

Dividend income from other equity instrument investments 29,344,854.27 18,713,637.23
Invgstment income from disposal of financial assets held for -23,020,520.28 -37.867,110.74
trading

Total 79,474,572.01 55,973,114.29

Note 1. The breakdown of the investment income from the disposal of financial assets held for

trading:
Item 2023 2022
Investment in trading equity instruments - Equity investments 3,279.44 0.00
Derivatives that are not designated as hedges -23,023,799.72 -37,867,110.74
Including: Debt instruments investment -23,023,799.72 -37,867,110.74
Total -23,020,520.28 -37,867,110.74
51. Gains from changes in fair value
Source of gains from changes in fair value 2023 2022
Financial assets held for trading -26,088,532.43 -75,650,657.64
Including: Debt instruments investment 3,298.53 -5,873.00
Equity instruments investment -24,382,368.68 -73,700,967.89
Derivative financial assets -2,295,776.28 -1,943,816.75
Bank wealth management products 586,314.00 0.00
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Source of gains from changes in fair value 2023 2022
Financial liabilities held for trading 668,817.31 -612,332.19
Including: Derivative financial liabilities 668,817.31 -612,332.19
Total -25,419,715.12 -76,262,989.83
52. Credit impairment loss (”-” for loss)
Item 2023 2022
Bad debts of accounts receivable -17,085,116.32 -2,978,050.82
Bad debts of other receivables 238,647.76 -1,145,692.55
Total -16,846,468.56 -4,123,743.37
53. Assets impairment loss (”-” for loss)
Ttem 2023 2022
Decline in value of inventories -311,800,059.09 -120,646,933.39
Impairment loss of fixed assets -569,867.28 -186,548.38
Impairment loss of intangible assets 0.00 -3,207,819.01
Impairment loss of construction in progress 0.00 -11,068,266.54
Impairment loss of development costs 0.00 -7,518,369.12
Total -312,369,926.37 -142,627,936.44
54. Gains from disposal of assets
Item 2023 2022
Gain from disposal of fixed assets (“-” for Loss) -169,901.01 -705,357.30
Total -169,901.01 -705,357.30
55. Non-operating income
Amount included in
Item 2023 2022 non-recurring gains
and losses
Gains on destruction or retirement of 125.401.66 520,860.40 125 401.66
non-current assets
Income from scraps 2,131,053.05 2,478,956.98 2,131,053.05
Compensation income 589,186.01 542,762.41 589,186.01
Waiver of payables 2,618,232.49 2,671,703.10 2,618,232.49
Others 2,516,542.51 2,015,564.68 2,516,542.51
Total 7,980,415.72 8,229,847.57 7,980,415.72
56. Non-operating expenses
Amount included in non-
Item 2023 2022 recurring gains and
losses
Donation expenses 25,984,618.17 12,116,987.32 25,984,618.17
Loss on retirement of non-current assets 2,702,305.53 17,045,450.21 2,702,305.53
Others 20,303,864.40 2,898,248.53 20,303,864.40
Total 48,990,788.10 32,060,686.06 48,990,788.10
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57. Income tax expenses

(1) Details of income tax expenses

Item 2023 2022

Current income tax 640,259,675.23 489,730,614.81

Deferred income tax -25,723,917.47 72,066,128.24

Total 614,535,757.76 561,796,743.05

(2) Reconciliation between income tax expenses and accounting profits:

Item 2023 2022
Profit before tax 3,465,554,801.13 3,456,104,955.17
Income tax expenses calculated at legal/applicable tax rate 866,388,700.28 864,026,238.79
Effect of different tax rates applicable to subsidiaries -1,595,044.33 7,219,165.25
Effect of tax reduction and exemption -523,463,987.76 -608,357,224.56
Effect of non-deductible costs, expenses and losses 22,028,670.72 -1,550,467.76
\I/EvgfeCtr:Jo(;di::éltijr:eptfi‘grlgzsr?gcrsr which no deferred tax assets 2.104.712.06 1,400,449.92
Effect of deductible tax losses or deductible temporary
differences for which no deferred tax asset was recognised in 222,732,931.76 237,204,163.65
the current period
Others 30,549,199.15 64,655,317.60
Income tax expenses 614,535,757.76 561,796,743.05

58. Notes to cash flows statement

(1) Other cash received relating to operating activities

Item 2023 2022
Government grants 219,203,190.38 239,196,300.96
Interest income 524,464,953.53 324,250,238.72
Recovery of employee loans 9,454,971.80 7,299,222.31
Security deposits 43,071,705.81 67,623,532.89
Compensation received 2,370,249.95 1,175,630.74
Current accounts and others 88,272,301.42 44,100,808.77
Total 886,837,372.89 683,645,734.39
(2) Other cash paid relating to operating activities
Item 2023 2022
Office Expenses 31,043,436.20 97,503,048.97
Travel expenses 54,229,198.42 30,372,654.60
Business entertainment expenses 81,720,679.62 69,811,587.72
Freight expenses 36,861,542.49 50,691,409.60
Conference fees 26,769,338.43 17,972,567.21
Agency and consulting services fees 40,368,390.25 35,039,742.74
R&D expenses 685,792,117.17 808,023,085.72
Bank charges 7,394,567.72 7,927,848.89
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Item 2023 2022
Business promotion expenses 3,824,876,120.39 4,634,065,689.94
Other expenses paid and current accounts 340,257,050.24 160,276,629.78
Total 5,129,312,440.93 5,911,684,265.17
(3) Cash received related to significant investment activities
Item 2023 2022
Fixed deposits 270,000,000.00 0.00
Cash management 191,536,624 .91 0.00
Capital reduction 0.00 194,647,692.75
Tianjin Tongrentang dividend 112,640,000.00 111,980,000.00
Total 574,176,624.91 306,627,692.75
(4) Other cash received relating to investing activities
Item 2023 2022
Fixed deposits 347,290,000.00 0.00
Security deposits 0.00 7,405,431.82
Compensation for demolition 6,000,000.00 6,000,000.00
Collection of treasury bonds and security deposits 1,013,650.67 158,470.77
Total 354,303,650.67 13,563,902.59
(5) Cash paid relating to significant investing activities
Item 2023 2022
Haibin Pharma Pingshang New Factory (RJIVEESE L3 ) 118,519,566.95 213,314,081.04
Guangda New Factory Project (Gt K81 T H) 136,779,283.28 128,111,538.05
V01 Project 0.00 139,095,656.94
Fixed deposits 0.00 270,000,000.00
Total 255,298,850.23 750,521,276.03
(6) Other cash paid relating to investing activities
Item 2023 2022
Fixed deposits 500,000,000.00 1,084,392,104.38
Security deposits 1,382,411.40 5,755,128.00
Foreign exchange forward contract losses 29,274,143.05 30,021,080.39
Others 0.00 150.00
Total 530,656,554.45 1,120,168,462.77
(7) Other cash received relating to financing activities
Item 2023 2022
g())(llection and advance payment of individual income 0.00 34718211
Discount of acceptance bills 20,000,000.00 380,719,088.50
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Total 20,000,000.00 381,066,270.61
(8) Other cash paid relating to financing activities

Item 2023 2022
Repurchase of shares 821,537,016.03 780,551,259.85
Discounted bills matured and redeemed 400,719,088.50 0.00
Rental payments 39,867,739.36 32,925,995.59
gzllection and advance payment of individual income 14.362.22 1,237,210.80
GDRs issuance fees 1,000,000.00 16,003,722.82
Others 624,000.00
Total 1,263,138,206.11 831,342,189.06

(9) Changes in liabilities arising from financing activities

Item Beginning Cash movement Non-cash movement Closing balance
balance
Interest Fair
Cash inflow Cash outflow eres value Others
accrued
change
Short-
term 2,126,050,615.06 2,696,000,000.00 2,770,048,974.14  24,326,923.40 0.00 -169,217.10 2,076,159,347.22
loans
Long
term 3,274,505,524.52  1,597,570,084.01 1,164,800,796.93 111,477,070.12 0.00 0.00 3,818,751,881.72
loans
ﬁzsislities 42,898,265.41 0.00 34,878,856.92 2,796,820.91 0.00 26,692,260.58 37,508,489.98
Total 5,443,454,404.99 4,293,570,084.01 3,969,728,627.99 138,600,814.43 0.00 26,523,043.48 5,932,419,718.92
59. Supplement to cash flow statement
(1) Supplement to cash flow statement
Supplement information 2023 2022
1. Reconciliation of net profit to cash flow from operating
activities:
Net profit 2,851,019,043.37 2,894,308,212.12
Add: Assets impairment loss 312,369,926.37 142,627,936.44
Credit impairment loss 16,846,468.56 4,123,743.37
Depreciation of fixed assets 675,647,605.51 615,224,869.47
Amortisation of right-of-use assets 31,907,046.92 32,367,074.98
Amortization of intangible assets 346,538,742.13 190,110,160.68
Long-term prepaid expenses amortization 76,523,212.80 58,054,847.07
Losses on disposal qf flxgd zis’s’ets, intangible assets and other 169,001.01 705,357.30
long-term assets (Gain as in “-”)
Loss on retirement of fixed assets (Gain as in “-”) 2,576,903.87 16,524,589.81
Losses on changes in fair value (Gain as in “-”) 25,419,715.12 76,262,989.83
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Supplement information 2023 2022
Financial expenses (Gain as in “-) 92,921,024.82 28,611,954.30
Investment losses (Gain as in “-”) -79,474,572.01 -55,973,114.29
Decrease in deferred tax assets (Increase as in “-”) -33,180,181.29 20,541,235.89
Increase in deferred tax liabilities (Decrease as in “-”) 7,456,263.82 51,409,862.83
Decrease in inventories (Increase as in “-”) -415,385,285.01 -604,732,283.55
Decrease in operating receivables (Increase as in “-) 6,974,012,382.11 2,380,941,083.00
Increase in operating payables (Decrease as in “-”) -7,046,712,674.37 -1,924,536,232.01
Others 90,254,086.00 51,132,852.05
Net cash flows from operating activities 3,928,909,609.73 3,977,705,139.29
2.Significant investment or finance activities not involving cash:
Conversion of debt into capital 0.00 0.00
Convertible bonds mature within one year 0.00 0.00
Right-of-use assets newly added in the current period 26,614,546.23 0.00
3. Net increase / (decrease) in cash and cash equivalents:
Cash and bank balance as at end of year 15,340,869,372.73 14,178,465,686.40
Less: cash and bank balance at beginning of year 14,178,465,686.40 11,697,518,141.18
Add: cash equivalents at end of year 0.00 0.00
Less: cash equivalents at beginning of year 0.00 0.00
Net increase in cash and cash equivalents 1,162,403,686.33 2,480,947,545.22

(2) Net cash paid for acquisition of subsidiaries during the year

Item

Current year

Cash and cash equivalents paid in current year for business combination happened in
current year

Including: Shanghai Zhongtuo Pharmaceutical Technology Co., Ltd. (¥ #iEE25F}
HAWRAT)

Less: Cash and cash equivalents held by subsidiary at acquisition date

Including: Shanghai Zhongtuo Pharmaceutical Technology Co., Ltd. (¥ #iEE25F}
BABRAT)

Add: Cash and cash equivalents paid in current year for business combination happened
in previous years

Including: Shanghai Zhongtuo Pharmaceutical Technology Co., Ltd. (i #H E 25 %}
AR AT)

Net cash paid for acquisition of subsidiary

22,500,000.00
22,500,000.00
38,048.41

38,048.41

22,461,951.59

(3) Net cash received from disposal of subsidiaries during the year

None
(4) Details of cash and cash equivalents

Item 2023

2022

I. Cash 15,340,869,372.73

14,178,465,686.40
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Item 2023 2022
Including: Cash on hand 355,538.62 231,883.95
Cash at bank readily available for payment 15,235,850,763.95 14,164,236,988.28
Other monetary fund readily available for payment 104,663,070.16 13,996,814.17
I1. Cash equivalents 0.00 0.00
Including: bonds investment mature within 3 months 0.00 0.00
I11. Cash and cash equivalents as at closing balance 15,340,869,372.73 14,178,465,686.40

Cash and cash equivalents do not include any cash and cash equivalents that are restricted in use.

(5) Monetary funds not classified as cash and cash equivalents

Closing balance

Reason for not classified as cash and cash

Item Closing balance . .

of prior year equivalents
Security deposits for bank 6,627,449.66 1,392,407.76 Frozen
acceptance bills
Accrued interest income 44,391,492.44 98,630,016.80 Accrued interest not yet received
Fixed deposits 300,000,000.00 530,000,000.00 Intended to be held until maturity
Total 351,018,942.10 630,022,424.56

60. Items in foreign currencies

Balance in foreign

Equivalent RMB balance at

Item currency at year end Conversion rate year end

Cash and bank balances

Including: HKD 1,004,532,223.21 0.90622 910,327,191.33
Euro 92,685.96 7.8592 728,437.51
usb 294,986,518.59 7.0827 2,089,301,015.24
MOP 6,263,135.03 0.8837 5,534,732.43
JPY 3,551,792.00 0.050213 178,346.13
GBP 1,690.10 9.0411 15,280.36
MYR 9,793.47 1.54154 15,097.03

Accounts receivable

Including: USD 19,537,428.76 7.0827 138,377,746.68
MOP 166,738.45 0.8837 147,346.77

Other receivables

Including: USD 7.0827
HKD 3,373,551.61 0.90622 3,057,179.94
MOP 179,548.00 0.8837 158,666.57

Accounts payable

Including: USD 370,452.19 7.0827 2,623,801.73
Euro 5,665.41 7.8592 44,525.59
JPY 420,856,761.37 0.050213 21,132,480.56

Other payables

Including: HKD 4,054,536.09 0.90622 3,674,301.69
usb 4,085,692.73 7.0827 28,937,735.90
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61. Leases
(1) As leasee

Item

Current year

Short-term rental expenses

7,030,089.32

(2) As lessor

Operating leases
(DRental income

Item

Current year

Rental income

12,613,941.94

(2 The total undiscounted lease payments to be received annually for the five years subsequent to the

balance sheet date, as well as the total undiscounted lease payments to be received for the remaining

years

Subsequent to balance sheet date

Closing balance

Closing balance of prior year

First year 8,399,755.50 9,221,839.88
Second year 4,141,314.40 4,469,018.03
Third year 939,324.00 2,135,386.60
Fourth year 252,000.00 394,179.00
Fifth year 252,000.00 252,000.00
Thereafter 1,554,000.00 1,806,000.00
Total 15,538,393.90 18,278,423.51

VI. Research and development expenditures
1. Research and development expenditures

Item Current year

Expenses amount

Capitalised amount

Expenses amount

Prior year

Capitalised amount

Material costs 292,431,042.37 27,267,774.25 290,480,597.96 14,545,786.50
Staff salaries 441,951,205.11 25,496,236.78 429,267,039.97 36,371,140.89
Testing fees 327,359,553.83 77,594,659.61 491,741,656.46 111,401,639.14
Depreciation and 417,142,207.50 7,197,468.44 274,454,884.02 4,515,100.25
amortisation
Extemnal purchase of 85,178,642.29 130,621,099.42 105,589,383.10 15,267,930.32
research projects
Others 97,695,329.80 6,336,666.95 150,554,518.43 21,061,744.06
Total 1,661,757,980.90 274,513,905.45 1,742,088,079.94 203,163,341.16
2. Development costs
Item Increase Decrease
Beginning . Closing
balance Internal Other Rec(')gmze('i as Recognized in balance
development . intangible
increase profit or loss
costs assets
Chemical
pharmaceuticals 136,857,815.87 140,106,001.71 130,189,959.33  64,646,428.39 425,538.64 342,081,809.88

(fe=H5)
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Biologics

238,227,636.57

0.00

APls and others 53,199,431.73  4,217,944.41

0.00 145,802,628.07

0.00  8,429,707.35

0.00 92,425,008.50

0.00 48,987,668.79

Total 428,284,884.17 144,323,946.12 130,189,959.33 218,878,763.81 425,538.64 483,494,487.17
Significant capitalized research and development projects
Expected . .
Estimated method of Commencement Specific basis
. . . for
Item Progress completion generating time of cre .
. . coge . capitalization
time economic capitalization besin
benefits g
Submitted
clinical trial Obtained
application clinical
Project JP1366 and received Marketing  Clinical test ~ approval and Project JP1366
notification of evaluated by
acceptance the company
from CDE

3. External purchase of research projects

JP1366 has completed phase III clinical trials in South Korea and submitted a listing application. It
was purchased during the period to undergo clinical trials managed by the Company. After evaluation
by the Company, it is determined that the future economic benefits of this project are likely to accrue
to the Company. Therefore, the purchase price is recognized as development expenses.

VII. Interest in other entities

1. Interests in

subsidiaries

(1) Group structure

- Type of  Legal person Main operatin Place of ~ Business . 5 Shareholding % I
Name of subsidiary subsid);gries 9 cartjegory r:ocatiog registration nature Registered capital 9% Acquisition method
Direct Indirect

Topsino Industries Limited (< Wholly-owned Limited

WS BR 2 7]) (Topsino OSlﬁ);diaery compar?y Hong Kong Hong Kong Commercial HKD896,933,973.00 100 Set-up by investment

Industries)

Shenzhen Taitai Genomics Inc. Wholl d Limited

Co., Ltd. (YA AIEH T O beidin comoee Shenzhen Shenzhen  Industrial RMB50,000,000.00 75 25 Set-up by investment

H R H]) (Taitai Genomics) Y pany

Shenzhen Taitai

Pharmaceutical Industry Co., Wholly-owned Limited . :

Ltd. (G K 2 AT R A7) subsidiary company Shenzhen Shenzhen  Industrial RMB100,000,000.00 100 Set-up by investment

(Taitai Pharmaceutical) )

Health Investment Holdings . . -

Ltd. (Health Investment) (g5 Wholly—o_w_ned Limited _The British _The British Investment USD50,000.00 100 Set-up by investment

v ) subsidiary company  Virgin Islands  Virgin Islands

Joincare Pharmaceutical Group ~ Wholly-owned Limited The British The British .

Industry Co.,Ltd.(BVI) * subsidiary company  Virgin Islands  Virgin Islands Investment USD 50,000.00 100 Set-up by investment

Joincare Pharmaceutical Group —\y. 1 ooo Limited

Industry Co.,Ltd.(CAYMAN y-ow Cayman Islands Cayman Islands Investment USD 50,000.00 100 Set-up by investment
subsidiary company

ISLANDS)

Xinxiang Haibin

Pharmaceutical Co., Wholly-owned Limited - o ) .

Ltd.(Xinxiang Haibin) (2 £ 15 subsidiary company Henan Xinxiang Henan Xinxiang  Industrial RMB170,000,000.00 100 Set-up by investment

TRADL A BRA R (5 251%) )

Shenzhen Fenglei Electric

Power Investment Co., Ltd. Wholly-owned Limited i

RN IR Hh 4 AT IR A subsidiary company Shenzhen Shenzhen  Investment RMB100,000,000.00 100 Set-up by investment

) (Fenglei Electric Power)

Jiaozuo Joincare Bio

Technological Co., Ltd.(#fF  Wholly-owned Limited i . ! )

i A ] AT TR A ) subsidiary company Henan Jiaozuo  Henan Jiaozuo  Industrial RMB?700,000,000.00 75 25 Set-up by investment

(Jiaozuo Joincare) )
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Name of subsidiary ‘_I'ype_of Legal person Main operat?ng _Place_ of  Business Registered capital Shareholding % Acquisition method
subsidiaries category location registration nature
Direct Indirect
Shanghai Frontier Health
Pharmaceutical Technology .
Co., Ltd. (i 75 Tl e 25 Subsidiaries C:)'r;]mgre]d Shanghai Shanghai  Industrial RMB50,000,000.00 65 Set-up by investment
BHE A IR &) (Shanghai pany
Frontier)
Shenzhen Taitai Biological
gig;;?é%%&g%ggﬂltf Whoslh)gs(,)i‘(’jvir;?s ctIJ_rInrzlatsS Shenzhen Shenzhen  Industrial RMBS5,000,000.00 100 Set-up by investment
Biological) )
Guangzhou Joincare
Respiratory Medicine
Engineering Technology Co., e Limited i .
Ltd.(Joincare Respiratory) (' Subsidiaries company Guangzhou Guangzhou  Industrial RMB10,000,000.00 26 Set-up by investment

M FETTIEIR 254 TREEOR

AR AR (1l FETTTIR) )

Guangdong Taitai Forenstic

Test Institute (/% K KVEEE Whollyb-o_\:jv_ned _O:!ler Shenzhen Shenzhen Commercial RMBO0.00 100 Set-up by investment
A A5 5 O S ) ) subsidiary ~ organization

Joincare Haibin

Pharmaceutical Co., Ltd. (f#  Wholly-owned Limited . .
SRR A 7] subsidiary company Shenzhen Shenzhen  Industrial RMB500,000,000.00 25 75 Set-up by investment
(Joincare Haibin) )

Shenzhen Haibin Business
Pharmaceutical Co., Ltd. (&3l Wholly-owned Limited ) combination not
A2 IR A /) ) subsidiary company Shenzhen Shenzhen  Industrial RMB700,000,000.00 97.87 213 under common
(Haibin Pharma) control
Joincare Daily-Use & Health Business
Care Co., Ltd. (fFEc H LR Wholly-owned Limited ) combination not
it 545 FR A7) (Joincare subsidiary company Shenzhen Shenzhen Commercial RMB25,000,000.00 80 20 under common
Daily-Use) control
Health Pharmaceuticals Wholl d Limited bi Btl.Js'neSi
(China) Limited (fd 2k (b °S£;m2e Cor'nm;re] Zhuhai Zhuhai  Industrial HKD73,170,000.00 100 C‘l’;‘ d;pi;ﬁq”m"gn
[€) # PR/ ) (Health China) Y pany ontrol

Livzon Pharmaceutical Group Business

(T 254 B . int- . . . inati
Ine. (WHRELRAMBAR g Goariee  Jointstock Zhuhai Zhuhai  Industrial  RMB923,938,139.00 23.96 21.3g  Combination not
A #]) (Livzon Group) *Note company under common
1 control
Hong Kong Health Business
Pharmaceutical Industry Wholly-owned Limited combination not
Company Limited (7 subsidiary company Hong Kong Hong Kong  Investment HKD10,000.00 100 under common
2l IR ) control
Health Pharmaceutical Wholl d Limited bi EiL.JSinesi
Industry Company Limited (f& 0Tly-owne imite Hong Kong Hong Kong  Investment HKD10,000.00 100 combination no
- = subsidiary company under common
LA IR A D) control
Shenzhen Hiyeah Industry Co., Wholl d Limited bi BtL.JSinesi
Ltd (RN BBl R o yb'o.‘év.”e imite Shenzhen Shenzhen Commercial  RMB178,000,000.00 97.58 2.42 °°md'”a fon no
/i) (Shenzhen Hiyeah) subsidiary company under common
“ control
f Business
Guangzhou Hiyeah Industry . Lo
Co., Ltd. (/M7 sk Whollyb—o_\gl_ned Limited Guangzhou Guangzhou  Industrial RMB3,000,000.00 100 com:matlon not
WA ) subsidiary company under common
“ control
Zhongshan Renhe Health Wholl d Limited bi BtL,JS'nesi
Products Co., Ltd. (Fthiiif= osuyb_gi\gir;y corlan:ar?y Zhongshan Zhongshan  Industrial RMB500,000.00 100 czrr:\ delpiol(r)nnn?gn
FGRAEE S A PR |]) control
Joincare (Guangdong) Special
medicine Food Co., Ltd. (fi i Whollv-owned Limited
JE(TR) FFEEMARAF) su{)sidiary company Shaoguan Shaoguan  Industrial RMB20,000,000.00 100 Set-up by investment
(Joincare Special medicine
Food)
Henan Joincare Biomedical
Research Institute Co., Ltd. (J] - Limited . ’ . .
B i BE T WIS 25 T Subsidiaries company Jiaozuo Jiaozuo  Industrial RMB100,000,000.0 70.36 Set-up by investment
HRAFA])
Jiaozuo Jianfeng Limited
Biotechnology Co., Ltd. (£{f Subsidiaries corlr::;r?y Jiaozuo Jiaozuo  Industrial RMB50,000,000.0 66.5 Set-up by investment

SRR IR A A])

*Note 1: Livzon Group (FiEk#E ) controls the subsidiaries in which this company holds equity
stakes

(1) On 30 March 2021, the Company’s subsidiary Shanghai Frontier Health Medical Technology Co.,
Ltd.( B FREEEZ R AR A F) and Livzon Group (NEE%E H]) established Shanghai Liyu

Biopharmaceutical Technology Co., Ltd (_F i T AV E 255 R A PR 53 1F 2 7). Livzon Group
holds 55% of the shares, while Shanghai Frontier Health Medical Technology Co., Ltd. holds 45%.
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(2) The Company and Livzon Group jointly established Li Jian (Guangdong) Animal Health Co., Ltd.
(Wi &) SR EE R A ) on 1 February 2023. Livzon Group holds a 51% of the shares,

while the Company holds 49%.

(3) The Company and Joincare Pharmaceutical Group Co., Ltd. (f& 5tz )5 B0 A PR A F
jointly established Wuhan Kangli Health Investment Management Co., Ltd. (27 FENR fid B 5 52 5
A FR A 7)) on 8 February 2023. Livzon Group holds a 60% of the shares, while the Company holds

40%.

(4) Zhuhai Livzon Biotechnology Co., Ltd. (¥ i INER AL AR H R A 7)) is a subsidiary
within the scope of Livzon Group's consolidation. It was originally 100% indirectly held by Livzon
Group. Due to the restructuring of the shareholding structure of the subsidiary, Livzon Group holds
51% of its shares, the Company holds 33.07% of the shares, YF Pharmab Limited holds 8.43% of the
shares, and Hainan Lishengjuyuan Investment Partnership (Limited Partnership) (¥ rd NN 4= 58 5 £ 9%

KL (A PR E 1K) holds 7.50%.

Subsidiaries not included in the scope of consolidation in the current period:

Name of subsidiary Registered capital Actual investment Interest held
Guangzhou Hiyeah Industry Co., Ltd.

N . 3,000,000.00 3,000,000.00 1009
(7 M T3 B S MAT BR 24 #1) 200 000 o
Zhongshan Renhe Health Products Co., 500,000.00 500,000.00 100%

Ltd, (v Ll A i 8 B )

Guangzhou Hiyeah Industry Co., Ltd. (/7 /M 17 & 15 9545 fR A 7] ), Zhongshan Renhe Health
Products Co., Ltd. (" Ll i A= A1 £ {5 A BE A 7] ) are wholly-owned subsidiaries of Shenzhen Hiyeah.
They entered the liquidation process in 2008, and has been out of business for many years, and
completed the tax cancellation procedures, so they were not included in the scope of the consolidated.
(2) Significant non-wholly owned subsidiaries

Name of Shareholding of Pr_oflt or loss Dividend paid to L Be_llance of

s L attributable to o minority interests
subsidiary minority interest o minority interest .

minority interest at period end

é‘rvozu‘;“ 54.6638% 1,072,909,287.03 817,351,995.09 7,676,161,547.29

(3) Principal financial information of significant non-wholly owned subsidiaries

Closing balance

Name of
subsidiary Current assets Non-current assets Total assets  Current liabilities Nm;;:g;;&:; Total liabilities
é‘r‘(’)zu‘;“ 17,266,174,718.28  7,778,652,409.47 25044,827127.75  8087,137,474.74  2,190,986,656.97  10,278,124,131.71
Continued (1) :
Name of Beginning balance
bsidi - -
subsidiary Current assets Non-current Total assets C u'rr"e.nt Non'cu.r l:‘fnt Total liabilities
assets liabilities liabilities
é‘rvofl‘;“ 16,987,297,040.38  7,880,872,377.25 24,868,169,417.63  7,396,664,920.29  2,535220,197.95 9,931,885,118.24
Continued (2) :
Current year Prior year
Nam.e f)f . Total Cash flows from . Total  Cash flows from
subsidiary Operating Net 5 hensi . Operating N fi hensi .
income et profit comprehensive operating income et profit comprehensive operating
income activities income activities
Livzon

Group

12,430,038,325.82  1,897,601,012.24  1,860,486,123.97  3,248,934,191.80  12,629,579,047.66  1,955,577,382.63 2,084,884,890.22  2,772,671,295.03

(4) Changes in share of owners' equity in subsidiaries and still controls the subsidiaries

None
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2. Business combination not under common control

The details of the business combination not under common control involving Livzon Group, a
subsidiary of the Company, for the current period are as follows:
(1) Business combination not under common control during the year

Acquiree’s Acquiree’s Acquiree’s
Acquisition Cost of Share- Basis of income net profit cash flows
. date of . . Acquisition Acquisition acquisition from from from
Acquiree . equity holding o, ces els
) equity investment acquired % method date . d:ate acquisition acquisition acquisition
investment determination date to  date to year date to year
year end end end
Shanghai
Zhongtuo
Pharmaceutical Completed the
Technology Co., 2023.3.6 25,000,000.00 100 Purchase 2023.3.6 asset transfer  671,698.11 - 34,974.17
Ltd. (Lifgrhin process 2,155,445.77
B2 R IR

)

(2) Acquisition cost and goodwill

Item

Shanghai Zhongtuo Pharmaceutical

Technology Co., Ltd. (-¥EHRESERH
A BR/27]) (Shanghai Zhongtuo)

Acquisition cost:
Cash

Total acquisition cost

Less: share of the fair value of the identifiable net assets acquired

Goodwill

25,000,000.00
25,000,000.00

3,129,194.91
21,870,805.09

(3) Identifiable assets and liabilities of the acquiree at the acquisition date

Shanghai Zhongtuo ( =¥+ )

Item

Fair value Carrying amount
Assets:
Current assets 3,133,248.41 3,133,248.41
Non-current assets 1,454,117.80 1,454,117.80
Liabilities:
Current liabilities 1,458,171.30 1,458,171.30
Net assets 3,129,194.91 3,129,194 .91

Less: Minority interests

Net assets acquired 3,129,194.91 3,129,194.91

The assets purchased from Shanghai Zhongtuo mainly include accounts receivable and fixed assets,
while liabilities mainly include accounts payable, employee salaries payable, and other payables. It is
anticipated that the fair value of these assets and liabilities will have minimal differences from their
carrying amount. Therefore, the fair value of identifiable assets and liabilities is determined based on
their carrying amount.

3. Changes in the scope of consolidation due to other reason

On 1 February 2023, the Company and Livzon Group jointly established Li Jian (Guangdong) Animal
Health Co., Ltd. (W 7R) ShWERAER PR A F]). The registered capital is RMB200 million, with
Livzon Group contributing RMB102 million, accounting for 51% of the registered capital, and the
Company contributing RMB98 million, accounting for 49% of the registered capital.

On 8 February 2023, the Company and Livzon Group jointly established Wuhan Kangli Health
Investment Management Co., Ltd. (75NN i 5 % 55 & PR A FR /A 7). The registered capital is
RMBI100 million, with Livzon Group contributing RMB60 million, accounting for 60% of the
registered capital, and the Company contributing RMB40 million, accounting for 40% of the
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registered capital.

On 13 April 2023, Livzon Group's subsidiary Zhuhai Livzon Chinese Medicine Modern Technology
Co., Ltd. (BRiF TN ER P IR B HH IR A ) and Livzon Group Limin Pharmaceutical
Manufacturing Factory (NEEREEFIF [Hi245) ) jointly established Macau Livzon Chinese Medicine
Modern Technology Co., Ltd. (B[ I Bk - Z5IAC R A BR A 7). The registered capital is MOP
100,000, with Zhuhai Livzon Chinese Medicine Modern Technology Co., Ltd. holding 70% of the

registered capital and Livzon Group Limin Pharmaceutical Manufacturing Factory holding 30% of
the registered capital.

On 5 July 2023, Livzon Group's subsidiary Zhuhai Livzon Chinese Medicine Modern Technology Co.,
Ltd. (BRI T IR ER 25 BRI BB F FR A 7)) and Guangxi Youtian Pharmaceutical Co., Ltd. (/7 1
B HZj AR 7)) jointly established Linfen Lizhu Qiaoyuan Medicinal Materials Co., Ltd. (Ilfi ¥
[ Bk A5 24544 45 PR /2 7). The registered capital is RMB5 million, with Zhuhai Livzon Chinese
Medicine Modern Technology Co., Ltd. holding 51% of the registered capital and Guangxi Youtian
Pharmaceutical Co., Ltd. holding 49% of the registered capital.

On 15 March 2023, Livzon Group's subsidiary Gongshan Lizhu Yaoyuan Technology Co., Ltd. (5T LI
I ER 2505 FH A PR 2 7)) was deregistered.

4. Interests in joint arrangement or associates
(1) Significant associates

- P .

Name of joint Principal Place of Business Shareholding (%) Accounting

ventures or associates place of registration nature treatment of
business Direct Indirect investment

Associates

Tianjin Tongrentang

Group Co., Ltd. (K o e Pharmaceutical Equity

714 2% 4 [ A R Tianjin Tianjin manufacturing 0.00 40 method

Jyi)

(2) Main financial information of significant associates

Tianjin Tongrentang Group Co., Ltd. (REF{_EZEABRGERAH)

Tianjin Tongrentang Group Co., Ltd.

Item CRER-EEARHHRA )
2023.12.31
Owners’ equity attributable to parent company 517,866,873.04
Share of net assets calculated based on shareholding ratio 207,146,749.21
Adjustments
Including: Goodwill 498,457,683.68
Carrying value of equity investment in associates 705,604,432.89

Fair value of publicly quoted equity investments

Continued:

Tianjin Tongrentang Group Co., Ltd. (X
Item BRI E LB AR A F)

Current year

Operating income 1,118,218,327.43
I]))é;/ilgi(;:nds received by the company from associates in the current 112,640,000.00
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The Company calculates the share of assets of associate based on the shareholding for the amount
attributable to the parent company in the consolidated financial statements. The amounts in the
consolidated financial statements of associates take into account the fair value of identifiable net assets
and liabilities of associates at the time of acquisition and the impact of unified accounting policies.

(3) Summary of financial information of other insignificant associates

Closing balance/ Beginning balance/

Item .
Current year Prior year

Associates:
Total carrying amount of investment 705,431,921.06 407,763,817.99
The following amount are calculated on the basis
of shareholding ratio
Net profit -15,921,948.35 -11,360,486.63
Other comprehensive income -176,677.35 527,718.52
Total comprehensive income -16,098,625.70 -10,832,768.11

(4) Significant limitations on the ability of joint ventures or associates to transfer funds to the
Company

None.
VIIIL. Government grants
1. Government grants recorded as deferred income and measured at gross amount method

subsequently
Item Related
presente
Proiects with grants Categor Beginning Additions in Transfer to Other Closing din tORaeslsaizsd/
) g gory balance theyear  profitorloss movement balance income o
stateme .
income
nt
Laboratory project of
respiratory system inhalation . .
preparation engineering Financial 1 gg5.450.00 000  1616,100.00 000 26935000  Other  Related
laboratory project (I %% allocation income  to assets
W N7 ARSI = H )
Construction of a recycling
production base for - ol oth Related
carbapenem products (7 Al 3,625,000.00 0.00 0.00 000  3,625,000.00 inc;nf; o 2:;;5
FIRFRIN = WIEIHAE
FEHE L)
Construction of an integrated
production line for fully
automatic blister-type dry - ial oth Related
powder inhalant micro-filling inancia 685,666.62 000  242,000.04 000 44366658 . oner elate
and winding (4 [ 23 27 allocation income to assets
TR S 5%
SR PR R R 1K)
Shenzhen Sponge City
Construction Fund Reward Financial Other Related
(RIINT W AR T R 1 7 4 allocation 760,947.20 0.00 44,761.56 0.00 716,185.64 income  to assets
£ )
Large-scale development
subsidy for new inhalation Financial Other Related
preparations (24 R A\ #i57 allocation ~ 880,000.00 0.00 0.00 0.00  1,680,000.00 income  to assets
FUSA R A )
Central financial subsidy . .
funds for park recycling F"'”a”‘?'a' 000  2,323496.00  2,131544.40 000 19195160  Other  Related
transformation allocation income  to assets
Zhimu total sapogenin Financial Other Related
project (%1 24 2 7T ) allocation 8,900,000.00 0.00 0.00 0.00 8,900,000.00 income to assets
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Glucocorticoid inhalation i ial oth Related
suspension project (¥ i lloente7,200,000.00 0.00 0.00 000 720000000 . o elate
R H) allocation income to assets
Financial allocation for small i ial oth Related
molecule peptide projects (1% o 239,999.76 0.00 80,000.04 000 15909972 . e RS
BORHH T/ IR ) allocation income 0 assets
Leulu total sterone project Financial Other Related
(R B S BRI H ) allocation 2,500,000.00 0.00 0.00 0.00  2,500,000.00 income to assets
R&D of active substances
with bone and joint repair . ial h lated
and health care functions(J1 Finandiel  g37,943.68 000  119,706.24 000  718237.44  Ommer  Related
A (BRTBEESRE) o)
R IRV MED JTLATE )
Key technology research and
development of budesonide i ial oth Related
nebulized inhalation solution loher 2,158,333.29 000  350,000.04 000 180833325 . o eate
(i 25 4855 AN allocation income to assets
BHEARR)
Project Subsidy of Marine
mollusk kinetic protein (77 Financial Other Related
AL T 15U b allocation 4,278,000.00 0.00 884,400.00 0.00 3,393,600.00 income to assets
1)
Development of key
technologies for new inhaled
preparations to treat Financial Other Related
idiopathic pulmonary fibrosis allocation 0.00 1,000,000.00 0.00 0.00 1,000,000.00 income to0 assets
(HATT R Rl 7 Ak 1 37
BRI N A1) 750 K R AR )
Development of key
technologies for new inhaled Financial Other Related
preparations to treat allocation 4,800,000.00 0.00 2,800,000.00 0.00  2,000,000.00 income to assets
idiopathic pulmonary fibrosis
Research and development of
respiratory system drug and
clinical research technology - ial oth Related
service platform project o 1,550,000.00 000  1,550,000.00 0.00 000 | Other o atet
talent funding (W%, % 4:25 allocation income 0 assets
Vit BRI PRAH 7L AR
FFamE NA &%)
Science and technology help
the economy key special Financial Other Related
projects (FHs: Bl 7) 22 5 # 150 allocation 500,000.00 0.00 500,000.00 0.00 0.00 income  to assets
L)
City Service Development Financial Other Related
Special (17 ik 55 & % T0) allocation 800,000.00 0.00 0.00 0.00 800,000.00 income to assets
Patent funding (& %17 1) aﬁ;gégg?g 200,000.00 0.00 0.00 000  200,000.00 inf:)(t)?ls; tgz';teet‘;
2020 Shanghai Professional
Technology Platform
Capacity Enhancement Financial Other Related
Project (2020 4Ef g% allocation 1,000,000.00 0.00 1,000,000.00 0.00 0.00 income to assets
WA AR & e 13RI H
SLI)
high-growth small and micro Fi ial oth Related
innovation enterprises (i Aloeation 400,000.00 0.00 0.00 000 40000000 ¥ S
KR 1E)
If;h”o'ogy giant (RN H Financiel 1,200,000.00 000  1,200,000.00 0.00 000  Oher Related
First application for
corporate postdoctoral i ial oth Related
project research funding (i looation  120,000.00 0.00 0.00 000 12000000 i PEE
Vi e A T R allocatio income 0 assets
in-9:/l))

_ . . Related
Service industry Financial 0.00  2,000,000.00 0.00 000 200000000 . Oter o
specialization allocation income .

income
Innovation Voucher (Jingjin . .
Filter Press Equipment) (] ;;Qﬁ;‘;fg 153,332.75 0.00 80,000.04 0.00 7333271 incc’;';fg tgz'sasftds
WG R ))
Return of land holding tax Financial Other Related
(-1 $ 8 P B 3R 9F) allocation 3,460,631.62 0.00 107,029.69 0.00 3,353,601.93 income to assets
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Xinxiang High-tech Project . .
Fund Support (¥ % i £ Firandial 1 804,713.72 0.00 56,397.36 000 174831636  Oer  Relred
AT H Bt 4k4F)
New inhalation drug
formulation creation project i i
(RS 25 UL alocaton 2090837488 000 184021260 000 1908816228
H)
Subsidies for the
development of . .
pharmaceutical APIS industy Financial a9 555 162.26 000  1,219,192.68 000 3830206058  Oer - Related
(B 25 BRI 2547 b R R % 5 allocation income to assets
e ahgh)
Atmospheric environmental
quality improvement subsidy Financial Other Related
funds KA FREE R =3 T4 allocation 157,915.02 0.00 21,533.88 0.00 136,381.14 income  to assets
) <)
R&D and industrialization of
innovative llaprazole Series Financial Other Related
(B 47 e 57161 245 allocation  +1:168,166.21 0.00  4,910,000.04 0.00  6,258,166.17 income  to assets
R I FHA)
Strategic emerging industries
in 2014 (sustained release Financial Other Related
microspheres) (2014 4 k% allocation 16,700,000.00 0.00 0.00 0.00 16,700,000.00 income to assets
PERL (RERIK) )
Fund for industrialization of
prolonged-action Financial Other Related
microsphere preparation (K- allocation 12,550,000.00 0.00 0.00 0.00 12,550,000.00 income to assets
SRR I 75 1) = A K )
Construction project for
industrialization of

rolonged-action Financial Other Related
fnicms%here reparation Siancial 18,314,195.60 000  2,405.30.88 000 1590888572 O Reled
(phase 1) (K2 ok il 77
WAL BT H (W TH))
Pilot-scale enlargement and
industrialization of
prolonged-action injection Financial Other  Related
microsphere products (1% allocation 0.00 80,000.00 0.00 0.00 80,000.00 income  to assets
TGRS R BOR
FE=kAL)
Project subsidy from the
Ministry of Industry and Financial Other Related
Information Technology ("I allocation 2,400,000.00 0.00 0.00 0.00 2,400,000.00 income to assets
ML AME BT E )
Project subsidy from the
Ministry of Industry and Financial Other Related
Information Technology ("I allocation 1,135,750.00 0.00 231,000.00 0.00 904,750.00 income to assets
ML AE BT E )
Construction of Drug
Conformity Evaluation . .
Research Center Platform (2§ Financial = gg4 500,18 000  150,999.96 000 72000022  Other  Related
W) ST BT FE b0 T allocation income to assets
BH%)
Special funds for foreign
:jrade and economic Flnanc_lal 0.00 32.232.48 0.00 0.00 32.232.48 _ Other Related

evelopment and port allocation income to assets
construction
R&D and Commercialisation
of Mouse Nerve Growth i i
Factor for Injection (73411 Financial  59.485,857.65 000 10,560,089.28 000 1892576837 . Oter  Related
S K TR allocation income to assets
/%54
Demonstration project on the
application of solar . .
photovoltaic architecture (A Financial 1 353,499.35 000  1,102,000.08 000 25149927  Otner  Related
B 3 FoL 7 PR 765 allocation income to assets
H)
Subsidy for the Tender of
Technology Upgrade Project Financial Other Related
for PVC g())/ft ngg Suppo:ted allocation 2,299,785.26 0.00 380,365.80 0.00 1,919,419.46 income to assets

by Provincial Finance
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Departments (45 7 B 454
SR AR TR E #h B4 PVC 3K
)
Technical transformation
project of Shengi Fuzheng Fi ial oth Related
Injection with flexible bag a"'gggtcifn 11,852,941.22 000  3,352,941.00 0.00  8500,000.22 incorﬁé o zsifts
(FES(S BRI SR)
S H)
Provision for technology
transformation funds and Financial Other Related
subsequent grants (Fi A B allocation 4,329,992.36 0.00 1,129,563.36 0.00  3,200,429.00 income to assets
PRI F AN )
Provision for technology
transformation funds and Financial Other Related
subsequent grants (3% A i allocation 5,576,302.33 292,300.88 1,783,368.48 0.00 4,085,234.73 income t0 assets
BRI G
Electricity distribution
transformer performance
enhancement for energy- Financial Other Related
saving and emission allocation 332,000.00 0.00 48,000.00 0.00 284,000.00 income to assets
reduction projects (5 i Jak Flk
T H )C HL AR H 25 e R )
R&D and industrialization
team of chemical drug liquid Financial Other Related
preparation (14,24 il 71 allocation ~ -+710.833.60 390,000.00 252,114.84 0.00  1,848,718.76 income  to assets
W5 AGETBA)
Innovation capacity building
of technology center ) ial oth lated
(antibody laboratory) (H A Sjoancial 4,288,140.60 000 44575536 000 384238524 oo Reared
RO ERe 1w (i
YISEEE) )
Innovation capacity building
of te_chnology center Financial Other Related
(antibody laboratory) (34 allocation 159,691.94 0.00 75,330.36 0.00 84,361.58 income to
RO i (Buikds income
YeseEs) )
Achievement transfer of
blood screening (BCI) Fi ial oth Related
nucleic acid detection testing Nanciat - 3.329,659.71 000  631,627.60 000 269803211 . o eate
(g (BCl) il allocation income to assets
R A AL
Technological upgrading and
transformation projects of
workshop for acarbose (APIs - ol h Related
for a—QIU}CﬁOSIdase inhibitor) loartia 357,142,968 000  107,142.84 000  250,000.12 in?;rrfé e
(o587 2 W 7 00 1) 7500288 SR
JoL 2 BRI A 2 ) T
ZFEHABIETH)
Scientific technology award Related
and subsidy for technological Financial Other
innovative project (224 A& allocation 2,200,000.00 0.00 1,600,000.00  600,000.00 0.00 income incorrtlg
2 R RS AE I H B )
Zhuhai industrial enterprise
“cloud and platfc_)rm” service Financial Other Related
coupons supporting funds (% Allocation 63,891.00 0.00 25,540.85 0.00 3835015 ime to
b O 10| Al S S S income
R 4555 SCRFTE 4)
Commissioner workstation Financial Other Related
CRHIR 5 T 3) allocation 25,000.00 0.00 25,000.00 0.00 0.00 income t0 assets
Industrial revitalisation Financial Other Related

. .
;;E[;lzl?;:;g) funds (7ML M% allocation 1,287,500.01 0.00 1,008,000.01 0.00 279,500.00 income to assets

N

Government grant for Fi ial oth Related
industrial transformation (T Alooation  108,333.83 0.00 108,333.83 0.00 000 et
WP R BUR R 5L 45)
New industrialization Fi ial oth Related
development grant (% T- Allocrite5,035,866.34 560,000.00 349,999.67 000 524586667 . oo EEE
Al K R4 4x)
Eollcy _fund for Ie_admg Fmanglal 166,666.53 0.00 166,666.53 0.00 0.00 _ Other Related
industrial enterprises loan allocation income to assets
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Interests (T MV Sk AV 6%

W DB B 4)

Supporting funds for five

advantageous industrial . .

clusters and one high-tech 'Tl'”anc.'a' 200,000.24 0.00 99,999.92 000 10000032  Oter  Related

industry (FiA% — ¥ % allocation income to assets

)

Capital project for innovation

and entrepreneurship team Financial Other Related

funding program (£ G allocation 11,750,000.00 0.00 75,000.00 0.00 11,675,000.00 income to assets

A B Btk 4 H )

2020 Zhuhai City Innovation

and Entrepreneurship Team . .

(Nanocrystalline) (2020 4 aﬁ;g;‘f‘?g 5,000,000.00 0.00 13,333.33 000  4,986,666.67 inf:)ct)rr]r?; tszgeet‘i

BRI AET AL FIBL Gk

hit) )

Key projects of industrial

core and key technologies of . i

Zhuhai (Ryanodex) (¥ i Financial - 3000,000.00 0.00  3,000,000.00 0.00 opp  Ofher  Related

FENAZ AN BB AR BOG

JiIE (PR )

Data-driven industrial chain

collaboration platform . )

demonstration project (44 ;;gigg:ﬂ 2,920,000.00 000  730,000.00 0.00  2,190,000.00 in?g;fg t?g’;ﬁ‘i

IKEN 1= B R R

JEIH)

Fund for key projects of

industrial core and key

technologies of Zhuhai (2nd Financial Other Related

batch) (kg7 =L AZ o F allocation ~ 2:000.000.00 0.00 0.00 0.00  2,000,000.00 income  to assets

KA ARG T 1A T H %

& ()

Innovative drug of llaprazole . .

sodium for injection (613725 Financial 2 280,000.00 000 240,000.00 000 204000000  Ofher  Related

T S S R YT 7))

Technological transformation

projects of new Cefuroxime Financial Other Related

GBI B4 Sk Akt I AR i allocation ~ -°33:100.00 0.00 0.00 0.00  1,533,100.00 income  to assets

5iH)

Advanced Pharmaceutical

Manufacturing Internet Financial Other Related

Benchmarking Project (Jgiit allocation 585,000.00 0.00 90,000.00 0.00 495,000.00 income to assets

24 b i LR AR I H )

Cleaner Production Audit Financial Other Related

Project (3 A: = i % 15 H ) allocation 170,000.12 0.00 9,999.96 0.00 160,000.16 income to assets
Financial Other Related

4

Green factory (¢ (5.1.) ) allocation 1,001,666.75 0.00 129,999.96 0.00 871,666.79 income to assets

HCG PROJECT . ial oth lated

CONSTRUCTION (HCG %t Financial 5 997185.88 000 39564996 000 259653592  Omer  Relate

H ) allocation income to assets

Sewage treatment system . .

upgrade project (75 /K 43 5 ITIman(;lal 56,209.88 0.00 8,030.04 0.00 4317984  Other  Related

G RBGETH) allocation income to assets

R&D and industrialization of

Recombinant Human . .

Chorionic Gonadotropin for Financial = gg7 500,00 000  150,000.00 000 83750000  Other  Related

Injection (V] L4 A 2% allocation income to assets

TRANERAT R B lAL)

Development and

Industrialization of

Cyclosporin Self-emulsifying

Soft Capsules with High Financial Other  Related

Technology Barriers (15K llocation 786,000.00 0.00 64,000.00  80,000.00 64200000 Sl e

R IAE R B AR

IR S AT

7t)

Guangdong Provincial Key . .

Laboratory of Characteristic Financial - g71 666,69 30000000  119,999.96 000 112166673  Owmer - Related
allocation income to assets

Drug R&D Enterprises (]~ %
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BRI R AR R
SLE =)

Subsidies for online
monitoring equipment and
installations of coalfired
boilers (BRI 4 dr 75 28 I %
R EAMN) ) BE)
Funds for joint R&D and
industrialization of integrated
platform for molecular
diagnostics (8 — 144k %
TEWrEa maEER &
relktk) ) BE4)

Project supporting fund for
the first batch of special
funds for scientific and
technological innovation in
2019 (2019 4EFEE—#HEBHY
BUHTE DB G LN E
1)

Provincial industrial
innovation (provincial
enterprise technology center)
project in 2019 (2019 EF4H
FEBIHT (B R AR A
L) BiH)

Pre-appropriation of special
grants for industrialization of
diagnostic reagents for
COVID-19 (3 B 4o
R P L AT #h B
STK)

P06 Industrialization Project
(P06 Pk AT H)
Xiangzhou District
equipment purchase subsidy
supporting funds (Special
funds for epidemic
prevention and control) (%
DX R 1 A AU PR B
B (s PR TR 5)
Zhuhai innovation and
enterprising team and high-
level talent enterprising
project Phase | funds (¥fifs
BT B BRI 2 2k
N GMETI H 5 4)
Overall relocation and
deployment expansion
project (R AL T2
5iH)

Environmental protection
bureau RTO project special
funds (K f#)5 RTO i H %
%)

Structure-efficiency
optimization of marine
microorganisms and
evaluation of antitumor
activity (GEEAERZEI R
WS B IE TEVEAT)

Fish maw (golden owl) R&D
and demonstration of key
technologies for the
development and utilization
of marine traditional Chinese
medicine resources (1 % (3
) wEEh R RS
FIF R BRI R 5 7R3E)
2022 Special funds for the
reconstruction of the

Financial
allocation

Financial
allocation

Financial
allocation

Financial
allocation

Financial

allocation

Financial
allocation

Financial
allocation

Financial
allocation

Financial
allocation

Financial
allocation

Financial
allocation

Financial
allocation

Financial
allocation

60,000.00

53,916.31

600,000.00

79,229.73

4,089,721.57

0.00

9,150.21

12,000,000.00

50,000,000.00

159,999.92

99,209.17

750,000.00

27,965,416.69

0.00

0.00

0.00

0.00

0.00

2,812,400.00

0.00

8,000,000.00

30,000,000.00

0.00

0.00

250,000.00

9,828,500.00

22,500.00

14,687.72

0.00

20,415.63

546,475.25

23,436.67

2,179.92

0.00

2,345,325.00

20,000.04

99,209.17

0.00

37,793,916.69

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

37,500.00

39,228.59

600,000.00

58,814.10

3,543,246.32

2,788,963.33

6,970.29

20,000,000.00

77,654,675.00

139,999.88

0.00

1,000,000.00

0.00

Other
income

Other
income

Other
income

Other
income

Other

income

Other
income

Other
income

Other
income

Other
income

Other
income

Other
income

Other
income

Other
income

Related
to assets

Related
to assets

Related
to assets

Related
to assets

Related
to assets

Related
to assets

Related
to assets

Related
to assets

Related
to assets

Related
to assets

Related
to
income

Related
to
income

Related
to assets
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industrial base and the high-
quality development of the
manufacturing industry from
the central finance (2022 4£
F O IS M it P 3
1138 b e R R T
)
Recombinant novel
coronavirus fusion protein
vaccine (V-01) large-scale - ial oth Related
production capacity building sl 000 22,921,500.00 167135941 000 2125014059 O ReAe
prOJect (ﬁéﬂ%ﬁ@fﬁ4ﬁﬁﬁ allocation Income 0 assets
G EEEE (V-0 #
AL A = e 1 B H )
National Science and
Technology Major Special
Project Subsidy Fund Financial Other Related
LZMO09 (FE FFH E KT allocation ~ 2382:806.91 0.00 381,599.12 0.00  2,001,207.79 income  to assets
T H e B g4
LZMO009)
Xiangzhou District actively
responds to the impact of the
epidemic and maintains
stability, innovation drives Financial Other Related
technology industry project allocation ~ 1'844.800.00 0.00 0.00 0.00 164480000  jiiome o assets
(PN DX RN R A28 15 5
Wi CRAS BT R SR Tl
73 1)
Guangdong-Hong Kong-
Macao Science and
Technology Cooperation 0.00 300,000.00 0.00 0.00 300,000.00
Fund (AR & 1 55
%)
Total 384,537,267.55 81,090,429.36  94,768,146.09  680,000.00 370,179,550.82
2. Government grants recognized in income for the year by gross method
A_mourlt A_mourlt Presented Related to
. . recognised in recognised in . assets/
Projects with grants Category - . - . in income
profitor lossin  profit or loss in Related to
. statement A
prior year the year income
. . . N , Financial Other Related to
Social security subsidy (+£f+h51) allocation 226,308.66 191,422.91 income income
P - 1 5 Financial Other Related to
4 I : . .
Job stabilization subsidy (2 ixj M) allocation 1,075,941.53 472,229.26 income income
- . Financial Other Related to
Electricity subsidy (F B %hBh) allocation 570,533.30 0.00 income income
. " ; Financial Other Related to
BN
Maternity benefits (ZE & 3 4) allocation 404,108.83 973,836.55 income income
I?xport credit insurance subsidy (1 H1{E{# Flnanc_lal 3,582,595.80 1,885.386.46 _ Other Rel_ated to
FMI) allocation income income
New inhalation drug formulation creation Financial Other Related to
project (3 74 I N\ 24 24 i1l 57 6 1) 7 H ) allocation 53,637,825.12 1,840,212.60 income assets
Budesonide project acceptance transferred Fi ial oth Related
to other income (7 #4% 451 H ik nancia 350,000.04 350,000.04 _Other - Refaled o
e allocation income assets
i i)
Special support for market access of drugs i ol oth Related t
and medical devices (24 MBS 8t | Manct 0.00 73604478 o8 REAECE
Y N E TR RF)
Enterprise R&D investment support plan Financial 0.00 665.900.00 Other Related to
project (A MV K A SCREVHRITE ) allocation ' s income income
Specialized, Special and New Enterprise Financial Other Related to
Incentive Program (&4 4358 i\l 22 5l T X ) : . .
Hc)e tive Program (& R§HREH I 22 i 1 allocation 1,200,000.00 1,100,000.00 income income
Incentive projects for industrial enterprises . .
to expand production and increase Flnanglal 1,650,000.00 3,160,000.00 ) Other Rel_ated to
allocation income income

efficiency (CEMV AV IR I H )
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Amount Amount Related to
L L Presented
. . recognised in recognised in . assets/
Projects with grants Category : . : . in income
profitor lossin  profit or loss in Related to
. statement )
prior year the year income
ngh-iei enterprise cultivation (FHTEAR Financial 1000,000.00 320,000.00 ~Other  Related to
M EEE) allocation income income
Labor subsidies during the Spring Festival Financial Other Related to
(17 B TE] T ARs) allocation 0.00 1,144,600.00 income income
Central financial subsidy funds for park Fi ial oth Related
recycling transformation ([ [X 7§ ¥4 4t it alllgggt(i::)an 0.00 2,131,544.40 in corr?er ¢ aaisetz
YA Bk B B 42)
Construction of an integrated production
line for fully automatic blister-type dry . .
powder inhalant micro-filling and winding 'Tl'”a”t‘f'al 242.000.04 242,000.04 _ Other Related ttO
(& F SRR TR R 5 OO neome assets
o N a5 28 7))
Technological Innovation Project Support
Plan-Manufacturing Individual Champion Financial 0.00 2 000.000.00 Other Related to
Award Project (B AR A1 #7 101 B $REFT%I- allocation ' Rt income income
il b B TUE 2 i T H )
Laboratory project of respiratory system
inhalation preparation engineering Financial Other Related to
laboratory project (W 2 4t il 71 T allocation 1,616,100.00 1,616,100.00 income assets
FESLIR = H)
Funds allocated by the Ministry of Finance Financial Other Related to
(U BURSAT MBI £2) allocation 1,219,192.68 1,219,192.68 income assets
. . N Financial Other Related to
WEEETT ; .
Marine projects (#Fv£15 H) allocation 19,562,000.00 884,400.00 income assets
Nanshan District Special Support Plan to
Promote High-Quality Development of . .
Life Science and Technology Related Financial 0.00 1.000.000.00 Other  Related to
: VR allocation B income income
Industries (R4 Ll X {ig i3k A= A RHE AR OG>
M e 5 R R TSR R))
National Major Special Project Lipid Fi ol oth Related t
Injection Research Funds (& % & k% 1 Inancia 500,000.00 0.00 _ Other elated to
5 1 VSR T 922 ) allocation income assets
Rewards for meeting industrial added value i ol oth Related
growth standards (734 i 4843 i by 2 Inancia 2.091,724.88 0.00 _ Other elated to
ih) allocation income income
Funding for Industrial Carbon Peak Work i ol oth Related
Pilot Demonstration Project (T Ml iz i inancia 700,000.00 150,000.00 _ Other elated to
TR I 7 ) allocation income income
Freeze-dried raw material production line Fi ial oth Related
project funding (T U} 7 2435 H % inancia 2,045,300.00 0.00 e elated 1o
29 allocation income income
Encourage industrial enterprises to expand . .
production and increase efficiency project lillnantc_lal 620,000.00 0.00 . Other Rel_ated to
funds (0 Tk lby P gy o meome. - fneome
Yantian District Industrial Development
Fund Energy Management System Financial Other  Related to
Certification Funding (2h FH X 77k & & f& allocation 14,000.00 157427512 income income
BRI EAR RINER B )
Science and technology help the economy Financial Other Related to
i i 3 42 o5
I;Jﬁe;/ special projects (4 122 0f H.11 % allocation 0.00 550,000.00 income assets
Shanghai municipal and Pudong New Fi ial oth Related
District Enterprise R&D institutions (¥ ”mant(_:la 0.00 200,000.00 Other elated to
Y PR ) atlocation meome meome
Shanghai Technology Giants in 2022 (2022 Financial Other Related to
T RHENEN) allocation 0.00 1,200,000.00 income assets
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Amount Amount Related to
L L Presented
Projects with grants Category regognlsed In regognlsed M in income assets/
profitor lossin  profit or loss in Related to
. statement )
prior year the year income
2020 Shanghai Professional Technology
Platform Capacity Enhancement Project Financial Other Related to
(2020 F B i T AR T S R 4R allocation 0.00 1,000,000.00 income assets
T+ H 3L.I5)
Support grgwth technology companies (2 Financ_:ial 0.00 650,000.00 _ Other Rel_ated to
B RRH k) allocation income income
Shanghai Zhangjiang Special Fund (_i#§ Financial Other Related to
SRITEH %) allocation 1,000,000.00 0.00 income income
Recogn.monﬂm rgwﬁe&d of high-tech F|nanc_:|al 400,000.00 1,700,000.00 . Other Re!ated to
enterprises (74 E 22 fih) allocation income income
2016 Guangju Talent Entrepreneurship . .
Leading Team Acceptance Payment (2016 Iillnanglal 0.00 3,500,000.00 . Other Rel_ated to
5 P B A G AT [ B e ) allocation income income
Research and development of respiratory
system drug and clinical research . .
technology service platform project talent Fmanglal 0.00 1,500,000.00 . Other Related to
funding (M 2.4 25 W 4 RIG R 72 allocation income assets
ARSI H N4 2 %)
Development of key technologies for new
inhaled preparations to treat idiopathic . .
pulmonary fibrosis (FF & [X I EiU= 4 2 81 FII'”a”C.'a' 0.00 2,800,000.00 _Other Related to
WS N AT @A ocaton ncome assets
AR AT FT)
Guangzhou Municipal Science and
Technology Bureau/2016 Talented . ]
Entrepreneurship Leading Team ()" /1 i &} Financial 0.00 1,200,000.00 _ Other Related to
JORTN — e allocation B income income
FHORRI2016 FT T A QL AUF ]
BA)
Venue subsidy for leading entrepreneurial . .
teams in Guangzhou (I M 17 G4 % aﬁ;g?ggﬁ: 500,000.00 0.00 in‘gg;ﬁ; Re'lztfgr;‘;
A7) b1 )
Central government guides local science . .
and technology development funds in 2022 aﬁ;g?gg&: 400,000.00 0.00 in?ctrrl:e: Re:?]tfgntlg
(2022 4F L] S iR R R 45)
Funds to support business development (k& Financial Other Related to
Frl R % 4) allocation 3,543,000.00 1,200,000.00 income income
Grant Funding for Science and Technology Financial Other Related to
Projects (B3 B #M B3I &) allocation 1,500,000.00 0.00 income income
Government grants Flnanglal 1,400,000.00 0.00 . Other Rel_ated to
allocation income income
2022 Shenzhen High-tech Zone Special . .
Fund Municipal Funding (2022 731l =557 lillnantc_lal 750,000.00 0.00 _ Other Related to
X BT 41 2 B ) allocation income income
In the first half of 2022, subsidies for
industrial assistance projects to help Financial Other Related to
enterprises bail out (2022 4 - 224 TV B allocation 383,300.00 0.00 income income
{27 R 55 H #h D)
2022 Second quarter Incentive funds for
full production of designated industrial Financial Other Related to
enterprises (2022 58 2= E Tl A allocation 200,000.00 200,000.00 income income
Mt ST AR 2Rl B )
High-tech Zone Finance Bureau Special
funds for corporate R&D financial Financial Other Related to
subsidies in 2021 (=7 X W R 2021 4 allocation 320,000.00 280,000.00 income income
AV ATF R T B B T % 4)
High-tech Zone Finance Bureau 2022
Central Air Pollution Prevention and Financial Other Related to
Control Fund (/=587 X I BUR 2022 45+ skt allocation 750,000.00 1,250,000.00 income income

KATTRPIR 5 4)
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Amount Amount Related to
L L Presented
Projects with grants Category regognlsed in regognlsed in in income assets/
profitor lossin  profit or loss in Related to
. statement )
prior year the year income
20?3 Industry Fund Funding (2022 773 Financial 0.00 1.600.000.00 _ Other Related to
EHRE) allocation income income
Government subsidies for special funds for
scientific and technological innovation-
Shenzhen Pingshan District Science and Financial Other Related to
Technology Innovation Bureau (FH¥% €T allocation 0.00 863,994.00 income income
T S BUM AN L X R )
W)
2023 Economic Development Special . .
Funding Project (2023 4F 2535 I J % Tt Financial 0.00 2,422,500.00 _Other  Related to
A allocation income income
SHEBTH)
2022 Shenzhen High-tech Zone
Development Special Plan Technology . .
Enterprise Cultivation Project Subsidy Financial 500,000.00 25000000 . Other  Related to
(2022 FRYIFHI R EL it Ripb e @llocaton ncome. income
AV B E 35 H A Bh)
Subsidy for the Pingshan District Funding
Project of the Central Guidance for Local . ]
Science and Technology Development (71 Financial 300,000.00 0.00 _Other  Related to
5] S R R IR B i e 2locaton income . income
H*h8h)
. U Financial Other Related to
R&D subsidy (1 75 7T & % #h i) allocation 1,200,440.00 852,400.00 income income
Research and development funds for new
drug for Class | Treatment of Necrosis . .
Factor in Human Tumour from Human Financial 5,924,000.00 000  Other  Relatedto
Source (I 253697 B N\ JEALHT N\ JHRISF3E allocation income income
PRI o B8 0 [ 044 HT 24 IO it o) 5 465)
Government Subsidy for Long-acting . .
Microspheres Major New Drug Creation lilmantglal 3,155,309.88 2,480,309.88 . Other Related tto
(K BR324 0L EURT#b ) atiocation meome asses
R&D and industrialization of innovative . .
llaprazole Series (¥ fum RFlalgzayy | o 1872080004 491000004 OMer  Relatedto
BB A allocation income assets
Innovative drug of llaprazole sodium for Financial Other Related to
injection (G 243 59 A S8 Fr a4t 7)) allocation 120,000.00 240,000.00 income assets
Construction of Drug Conformity . .
Evaluation Research Center Platform (247~ Fihancla 159,999.96 15090006 . OMer  Relatedio
T S ST PATINN allocation income assets
Conformity Evaluation Research of Quality . .
of Varieties such as Livzon Dele (Wi &k75 Iilmanglal 231,000.00 231,000.00 _ Other Related to
o R R B SO SR 5 allocation income assets
I;FICG PFiE)JECT CONSTRUCTION (HCG F|nanc_|al 395,649.96 395,649.96 _ Other Related to
i H 1) allocation income assets
Fiscal Subsidy and Operating Subsidy (/4 Financial Other Related to
BN K2 2878 18 5 A M) allocation 59,063,950.86 48,788,731.48 income income
R&D and Commercialisation of Mouse . .
Nerve Growth Factor for Injection (341 ] 'Tlmant(?lal 10,560,089.28  10,560,089.28 ~Other  Related ttO
B 2R KR TR P AL) allocation income assets
Import discount and supporting funds (i Financial Other Related to
s B % LB 7% &) allocation 500,000.00 0.00 income income
Special funds for foreign trade and . .
economic development (¥h£ 5 4 J& % 151 Financial 1,809,479.00 2,688,891.30 _Other Related to
%4 allocation income income
Subsidy for the Tender of Technology
Upgrade Project for PVVC Soft Bag . .
Supported by Provincial Finance Fmanc_lal 403,699.30 380,365.80 . Other Related to
allocation ' ' income assets

Departments (4 W B REH 08 A i H
A4 PVC H4%)
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Amount Amount Related to
L L Presented
. . recognised in recognised in . assets/
Projects with grants Category : . : . in income
profitor lossin  profit or loss in Related to
. statement )
prior year the year income
Technical transformation project of Shenqi Fi ial oth Related
Fuzheng Injection with flexible bag (55~ Financil 382352040 335204100 Over  Relaedto
(ZRIRIEESHR) HkamH)
Demonstration project on the application of Fi ol oth Related
solar photovoltaic architecture (A PHAES alllgsgt?:)an 1,102,000.08 1,102,000.08 in c;rr?er ¢ a;isettz
HL LR 7T H )
Subsidies for high and new technology
enterprises and high and new technology Financial Other Related to
products (=5HTH A Ak I =B A= allocation 250,000.00 800,000.00 income income
35 H #Ml)
Grants to high-growth technology
companies from Dazhangjiang project A04 Financial 1.500.000.00 0.00 Other Related to
(CRIKVLTH A4 X K AR Al B8 allocation At : income income
BhiK)
Small and medium enterprise market Fi ial oth Related t
development project funds (rfi 1 jF 4 al;ggggl)an 90.000.00 2,000,000.00 incon?é ei?w?omg
THIE 5 4:)
Provision for technology transformation i ol oth Related t
funds and subsequent grants (F A it % a”'gggggan 2,300,000.00 2,672,400.00 incon‘fer eiflfomg
SR G
Provision for technology transformation Fi ol oth Related t
funds and subsequent grants (3 A it ¥ alloo 2,543,679.56 2,515,113.36 oo O el
SRF I H G
Technology transformation of recycling Fi ial oth Related t
system of Acarbose project (5] - b 1] a”'gggggan 397,818.48 397,818.48 incorﬁer € aa'zset‘;
ARG HARBUETIH)
Scientific technology award and subsidy . .
for technological innovative project (}2% Iillnanglal 2,663,400.00 3,025,300.57 _ Other Related to
SRR R H Y)) allocation income income
Scientific technology award and subsidy Fi ial oth Related
for technological innovative project (£}~ inancia 0.00 3,000,000.00 . er elared 1o
HR % R R B H V) allocation income assets
Patent (Intellectual Property) Support Fund Financial Other Related to
(EFGENRF=R) FBI%E4) allocation 548,500.00 1,156,001.57 income income
Reward Fund for Industry Growth and Fi ial oth Related
Production Expansion (Tl {14 K & 1 inancia 667,700.00 450,000.00 e elated 1o
PR allocation income income
Industrial revitalisation supporting funds Financial Other Related to
(PR FRFF ) allocation 1,158,000.00 1,008,000.00 income assets
Industrial supporting funds (7= bk % Financial 944.100.00 53718159  Other Related to
%) allocation income income
Supporting funds for five advantageous . .
industrial clusters and one high-tech lillnanc_lal 99,999.96 362,499.81 . Other Related to
industry (Fi{t— B k357 4) allocation income assets
Employment Assurance and Re-
employment and Attraction to Graduates of . .
Tertiary Academic Institutions Subsidy (£ T;”ant(_:'al 5.949,048.90 1,327 871.54 _ Other Related to
pRa R R IR g R e by TOCAHON neome neome
)
Enterprise Technology Center Innovation
Capacity Development (Antibody Financial Other  Related to
Laboratory) (il A spco Gl 58 ) 2 1 allocation 514,338.20 445,755.36 income assets
(FiiR it E) )
Enterprise Technology Center Innovation
Capacity Development (Antibody Financial 6.747 52 75330 36 Other Related to
Laboratory) (i)l A 90618 BE 77 i1 allocation e oo income income

ik 5lsn=) )
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Amount Amount Related to
L S Presented
. . recognised in recognised in . assets/
Projects with grants Category : . : . in income
profitor lossin  profit or loss in Related to
. statement )
prior year the year income
Supporting subsidy for “Talents Plan” and
subsidy for talents introduction and Financial Other Related to
cultivation ( “ A\ THRI” BB M & 51 4 allocation 583,774.23 726,000.00 income income
B A AM)
Integrapn_g In_formatlzatlon and e F|nan(?|al 500,000.00 0.00 _ Other Rel_ated to
Industrialization Rewards (5 {b fil & 2% Jih) allocation income income
Incentive funds for expansion of export Financial Other Related to
scale (§ K H IR R 2 4) allocation 456,300.00 103,939.00 income income
Special funds for key leading enterprises in Fi ial oth Related
the 13th Five-Year Plan (2019) (+ =& ~ 0anc 14,133,300.00 8,501,100.00 vadiesl
FAEAN BT BT 6 (2019 4F)
$ul?5|d|es for work-based training (P4 A% Fmanc_:lal 395,000.00 135,100.00 . Other Re!ated to
YIERMIE) allocation income income
Subsidies for insurance fees (&[4 2% F b Financial 600,243.30 38,100.00 _ Other Related to
k) allocation income income
Special Funds for Promoting High-quality . .
Economic Development ({ijsi i it | hancel 574188691 3781433231 Oner  Relawedio
KT T 4x)
Special Funds for Promoting High-quality . .
Economic Development ({2t i fi/mht | Nnoe! 1157875600 1438316243 ~  Over  Relaedto
KT T x)
Achievement transfer of blood screening Fi ial oth Related t
BCI nucleic acid detection testing (i | "800 631,622.73 631,627.60 i e
A BCI ZERA IR e R 1L)
COVID-19 emergency technology special
emergency fund and special grants for Financial Other Related to
industrialization (¥ e B @ Rk 26 L 1 allocation 26,694.08 2,217,834.66 income assets
ST AL T E B 4)
Henggin Guangdong-Macao Deep . .
Cooperation Zone Factory Rental Subsidy aﬁ;g?ggﬁ: 690,024.00 0.00 in(ggr]r?; Re!?]fgrég
(BB BORE SR X 5 LA )
Zhuhai Investment Promotion Award (3 Financial Other Related to
TR 51 ¥ 32) allocation 600,000.00 0.00 income income
National Science and Technology Major
Special Project Subsidy Fund LZM009 ([E Financial Other Related to
FRMS KL I E 5 % 4 allocation 2,362,093.09 381,599.12 income assets
LZMO009)
Data-driven industrial chain collaboration i ol oth Related
platform demonstration project (¥ 8Kz al;gggtcigan 730,000.00 730,000.00 incorr?e: ¢ aaisetcs)
B b B B R B s JE T H )
Several Measures for Payment Enterprises
to Overcome Difficulties in Response to
the Novel Coronavirus Pneumonia Financial Other Related to
Epidemic-Financial Support Project Funds allocation 381,000.00 0.00 income income
(S0 2R TR 5 M 2 98 17 S A Al 3%
T HE G PR 8 - < R SRR I E 55 4)
Project funds for promoting the . .
development of the biomedical industry aﬁllgégtci:)ar: 7,665,180.00 17,885,420.00 incc)gr:f; Re:?}fgnig
(TR ik A= e 2 7 MV K e T T 5% 4%)
Application of artificial intelligence in
triptorelin long-acting microsphere Financial Other Related to
preparation (A T8 Ge7E il 5 F MR 250 allocation 800,000.00 -479,813.48 income income
Bl 35 o 1) B2 )
Overall relocation and deployment Financial Other Related to
. . T T T
eﬁx?ansmn project (AR TS ER 1 allocation 0.00 2,345,325.00 income -~
Others Financial 2,267,046.58 1,972,354.25 Other Related to
allocation income assets
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Amount Amount Related to
L L Presented
. . recognised in recognised in . assets/
Projects with grants Category - . - . in income
profitor lossin  profit or loss in Related to
. statement .
prior year the year income
Others Financial 5,633,800.15 3,733,029.96 _Other Related to
allocation income income
Total 286,842,932.33 233,058,407.11

The above government subsidies mainly come from various government departments at the provincial
and municipal levels where the Company and its subsidiaries operate. These subsidies are provided by
departments such as the Development and Reform Commission, Finance Bureau, Commerce Bureau,
Science and Technology Bureau, Industry and Information Technology Bureau, Human Resources and
Social Security Bureau, and other relevant government departments. They are intended to support
projects related to enterprise operation, research and development, technological transformation,
technological innovation, export credit insurance, epidemic emergency response, and job stability.

(1) Government grants offsetting related costs using the net method

None.
(2) Government grants refunded in this year

Item Amount Reason
Scientific technology award and
subsidy for technological

innovative project (BHEH AL K& 600,000.00 Project concluded
Bl AH I H 7% Bh) ——3it
I H

IX. Risks Management of Financial Instruments

The major financial instruments of the Company include cash, notes receivable, accounts receivable,
other receivables, non-current assets due within one year, other current assets, financial assets held for
trading, other equity instrument investments, notes payable, accounts payable, other payables, short-
term borrowings, financial liabilities held for trading, non-current liabilities due within one year, long-
term borrowings and long-term payables. The details of these financial instruments are disclosed in
the respective notes. The financial risk of these financial instruments and financial management
policies used by the Company to minimize the risk are disclosed as below. The management of the
Company manages and monitors the exposure of these risks to ensure the above risks are controlled
in the limited range.

1. Management objectives and policies of risks

The operation activities of the Company are subject to various financial risks: market risks (mainly
including foreign exchange risks and interest rate risks), credit risks and liquidity risks. The Company
formulates an overall risk management plan with respect to the unforeseeability of the financial market
in order to minimise the potential adverse impacts on the financial performance of the Company.

(1) Foreign exchange risks

The Company conducts its operation primarily in China. Substantially all of the transactions were
denominated and settled in Renminbi. However, the Company still has certain imports and exports
businesses regarding APIs and diagnostic reagents that are settled in U.S. dollar, Euro and Japanese
Yen. The Company’s businesses outside China (mainly in Hong Kong, India, Europe) are settled in
Hong Kong dollars, U.S. dollar and Euro. In addition, the Company will have foreign currency loans
according to the operating needs. In respect of the above, the Company still exposes to certain foreign
exchange risks. Taking into account the foreign exchange risks acceptable by the Company, the
Company adopted Derivative instruments to control foreign exchange risk. However, as to the foreign
exchange risk in loans, the Company shall closely monitor the trend of the exchange rate of Renminbi,
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and timely adjust the extent of borrowings, so as to minimise its risks.Financial assets and liabilities
in foreign currencies held by the Company expressed in Renminbi are stated below:

(DAs of 31 December 2023

Unit: RMB 1,000
Item HKD USD EUR JPY GBP MOP MYR

Financial assets in
foreign currency -

Cash and bank balances 910327.19 208930102 72844 17835 1528 5'534; 15.10
Financial assets held for 64,572.80 0.00 0.0 0.00 0.00 000 0.0
trading

Accounts receivable 0.00 138,377.75 0.00 0.00 0.00 147.35 0.00
Other receivables 3,057.18 0.00 0.00 0.00 0.00 158.67 0.00
Other equity instruments 345 535.96 0.00  0.00 0.00 0.00 0.00
Investment

Other equity instruments 345 535.96 0.00  0.00 0.00 0.00 000 0.0
Investment

Subtotal: 166002909 222767876 72844 17835 1528 5’840'2 15.10
Financial liabilities in

forsion surency - 0.00 0.00  0.00 0.00 0.00 000 0.0
Accounts payable 0.00 2623.80 4453 2113248 0.00 000 0.0
Other payables 367430 2893774  0.00 0.00 0.00 000  0.00
Subtotal: 367430 3156154 4453 21,132.48 0.00 000 0.0

®@As of 31 December 2022
Unit: RMB 1,000

Item HKD uSD EUR JPY  GBP MOP CHF
Financial assets in foreign

currency -

Cash and bank balances ~ 689,008.76  1,795,183.72 702.84 18,052.98 1629 4727278 0.00
Financial assets held for 87,193.75 0.00 0.00 0.00 0.00 0.00 0.00
trading

Accounts receivable 0.00 498,180.41 0.00 0.00 0.00 1,097.96 0.00
Other receivables 2,849.00 0.15 0.00 0.00 0.00 504.53 0.00
Other current assets 0.00 92,815.74 0.00 0.00 0.00 0.00 0.00
Other equity instruments 5,4 464 51 0.00 0.00 000 0.0 0.00 0.00
Investment

Subtotal: 1,303516.02 2,386,180.02 702.84 1805298 1629 587527 0.00

Financial liabilities in
foreign currency -

Short-term loans 0.00 13,464.86 0.00 0.00 0.00 0.00

Accounts payable 0.00 3,569.18 42.05 14,627.29 0.00 0.00 141.89
Other payables 2,583.45 27,967.54 0.00 0.00 0.00 0.00 0.00
Subtotal: 2,583.45 45,001.58 42,05 14,627.29 0.00 0.00 141.89

As at 31 December 2023, in respect of the Company’s financial assets and liabilities denominated in
foreign currencies such as Hong Kong dollar, U.S. dollar, Euro, Japanese Yen and Macau dollar, should
the value of RMB appreciate or depreciate by 5% against foreign currencies such as Hong Kong dollar,
U.S. dollar, Euro, Japanese Yen and Macau dollar, and other factors remain unchanged, the Company
would be subject to an increase or decrease in profit of approximately RMB192.35 million (31
December 2022: approximately RMB182.60 million).
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(2) Interest rate risk

The Company’s exposures to interest rate risk are mainly arising from interest-bearing liabilities such
as bank borrowings. The interest rates are affected by the macro monetary policies of China, hence
the Company will face the risks arising from fluctuation of interest rates in the future.

The finance department of the head office of the Company continues to monitor the level of interest
rate of the Company. The rise in the interest rate will increase the cost of additional interest-bearing
liabilities and the interest expenses of the Company’s outstanding interest-bearing liabilities of which
the interests are calculated at floating rates, and impose material adverse impact on the financial results
of the Company. The management will make timely adjustment based on the updated market
conditions. The directors of the Company consider that the future changes in the interest rate will have
no material adverse impact on the operating results of the Company.

(3) Credit risk

Credit risk is primarily attributable to cash and cash equivalents, restricted funds, accounts receivables
and other receivables. In respect of cash at banks, they were placed at several banks with good
reputations, for which the credit risk was limited. In respect of receivables, the Company shall assess
the credit limit granted to customers for credit purpose. Moreover, as the customer base of the
Company is large, the credit risk on accounts receivables is not concentrated. In terms of bills
receivable settlement, external payments are settled with bills receivable with priority and most of the
remaining bills are high-quality bills with maturity within three months; thus none expected major
credit risk exits. In addition, the provision made on the impairment of accounts receivables and other
receivables are adequate to manage the credit risk.

Among the accounts receivables of the Company, the accounts receivable of the top five customers
accounted for 8.39% (31 December 2022: 11.98%); among the other receivables of the Company, the
other receivables of the top five customers accounted for 40.48% (31 December 2022: 46.23%)).

(4) Liquidity risk

The Company adopts prudent liquidity risk management for the sufficient supply of monetary funds
and liquidity. It secures readily available credit loans from banks mainly by maintaining adequate
monetary funds and banking facilities. Apart from indirect financing from banks, a number of
financing channels were available, such as direct financing by inter-bank market including short-term
financing bills and medium-term financing bills, corporate bonds etc. These instruments can
effectively reduce the effects of scale of financing and the macro monetary policies of China on
indirect bank financing, which shall secure adequate funds in a flexible manner.

As at the date of the balance sheet, the contractual cash flows of financial assets and financial liabilities
are presented below by term of maturity:

(DAs of 31 December 2023

Over 5

Item Within a year 1-2 years 2-5 years Total
years

Financial assets:

Cash and bank balances 15,691,888,314.83 0.00 0.00 0.00 15,691,888,314.83
Financial assets held for 82,899,154.24 0.00 0.00 0.00 82,899,154.24
trading

Notes receivable 1,941,200,568.00 0.00 0.00 0.00 1,941,200,568.00
Accounts receivable 2,692,941,866.24 0.00 0.00 0.00 2,692,941,866.24
Other receivables 46,010,624.61 0.00 0.00 0.00 46,010,624.61
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Item Within a year 1-2 years 2-5 years O;:;rz Total
Other current assets 6,536,364.62 0.00 0.00 0.00 6,536,364.62
Subtotal: 20,461,476,892.54 0.00 0.00 0.00  20,461,476,892.54
Financial liabilities:

Short-term loans 2,076,150,347.22 0.00 0.00 0.00  2,076,159,347.22
fg?i‘:‘aﬂ?rlg;iab""ies held 86,817.12 0.00 0.00 0.00 86,817.12
Notes payable 1,469,148,287.38 0.00 0.00 0.00  1,469,148,287.38
Accounts payable 894,286,243.28 0.00 0.00 0.00 894,286,243.28
Other payables 3,682,604,038.73 0.00 0.00 0.00  3,682,604,038.73
Other current liabilities 39,844,637.92 0.00 0.00 0.00 30,844,637.92
d“fg}”&‘:;ﬁ”;:?ggg:“ 718,564,144.31 0.00 0.00 0.00 718,564,144.31
Lease liabilities 0.00 11,783457.28 3,639,491.13 0.00 15,422,948.41
Long term loans 0.002,288,854,277.01  833,419,001.98 0.00  3,122,273,278.99
Subtotal: 8,880,693,515.962,300,637,734.29  837,058,493.11 0.00 12,018,389,743.36
@As of 31 December 2022

Item Within a year 1-2 years 2-5 years O;:E:ri Total
Financial assets:

Cash and bank balances  14,808,488,110.96 0.00 0.00 0.00  14,808,488,110.96
5;’5’:2;'5" assets held for 139 015 664.98 0.00 0.00 0.00 109,015,664.98
Notes receivable 1,959,985,016.85 0.00 0.00 0.00  1,959,985016.85
Accounts receivable 3,103,758,850.15 0.00 0.00 0.00  3,103,758,850.15
Other receivables 52,535,740.14 0.00 0.00 0.00 52,535,740.14
Other current assets 104,859,166.96 0.00 0.00 0.00 104,859,166.96
Subtotal: 20,138,642,550.04 0.00 0.00 0.00  20,138,642,550.04
Financial liabilities:

Short-term loans 2,126,050,615.06 0.00 0.00 0.00  2,126,050,615.06
fg??{‘aﬂﬁ!;ab”mes held 755,634.43 0.00 0.00 0.00 755,634.43
Notes payable 1,635,906,989.22 0.00 0.00 0.00  1,635,906,989.22
Accounts payable 943,905,580.91 0.00 0.00 0.00 943,905,580.91
Other payables 3,680,334,360.88 0.00 0.00 0.00  3,680,334,360.88
Other current liabilities 83,541,891.93 0.00 0.00 0.00 83,541,891.93
Q'fe”VSI‘:L:f]”(t)r']Lag’/g;tr'es 63,077,260.98 0.00 0.00 0.00 63,077,260.98
Lease liabilities 0.00 14,509,839.81 8,972,646.26 0.00 23,482,486.07
Long term loans 0.00 907,182,927.81 2,323,661,115.07 0.00  3,230,844,042.88
Subtotal: 8,533,572,333.41 921,692,767.62 2,332,633,761.33 0.00 11,787,398,862.36

2. Capital management

The capital management policies are made to keep the continuous operation of the Company, to

enhance the return to shareholders, to benefit other stakeholders and to maintain the best capital

structure to minimize the cost of capital.

For the maintenance or adjustment of the capital structure, the Company might adjust financing
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method, the amount of dividends paid to shareholders, return capital to shareholders, issue new shares
and other equity instruments or make an asset disposal to reduce the liabilities.

The Company monitors the capital structure with gearing ratio (calculated by dividing total liabilities
by total assets). As of 31 December 2023, the Company’s gearing ratio is 37.73% (31 December 2022:
38.37%).

3. Transfer of financial assets

(1) Classification of transfer methods

Judgment basis

Transfer Nature of transferred Amount of transferred Termination of N
. . o for termination
method financial assets financial assets recognition o
of recognition
Transfer the right to . The contractual
. L right to collect the
Endorsement receive the cash flow of Termination of
) 180,125,188.50 . cash flow of the
of notes the financial asset to the confirmation . .
other part said financial asset
party is terminated.
Transfer the right to . The contractual
. A right to collect the
Notes receive the cash flow of Termination of
. . . 136,098,199.33 . cash flow of the
discounting the financial asset to the confirmation . .
other party said financial asset
is terminated.
Total 316,223,387.83
(2) Financial assets derecognized due to transfer
Amount of Gains or losses
Project Transfer method o related to
derecognition o
derecognition
Notes receivable Endorsement of notes 180,125,188.50
Notes receivable Notes discounting 136,098,199.33
Total 316,223,387.83 -

In the current period, the Company discounted bank acceptance bills of RMB.99 385,575,297 (the
previous period: RMB1,190,002,804.98). As the main risks and rewards related to these bank notes,
such as interest rate risk, have been transferred to the banks, the Company derecognizes the discounted
undue bank notes. According to the discount agreement, if the bank notes are not accepted upon
maturity, the bank has the right to require the Company to pay off the outstanding balance. Therefore,
the Company continues to be involved in the discounted bank notes. As at 31 December 2023, the
undue bank notes discounted amounted to RMBO0.33 136,098,199 (31 December 2022:
RMB422,899,944.56).

As at 31 December 2023, the carrying amount of the Company's undue bank notes endorsed to suppliers
in settlement of accounts payable was 180,125,188 RMB.50 (31 December 2022:
RMB542,620,475.62). There are no undue commercial notes endorsed to suppliers for settlement of
accounts payable (December 31, 2022: RMB 0.00). As of December 31, 2023, its maturity date is 1 to
6 months. According to the relevant provisions of the Negotiable Instruments Law, if the accepting
bank refuses to pay, its holder has the right to recourse against the Company (“continued involvement").
The Company considers that it has transferred substantially all of its risks and rewards and therefore
derecognizes the carrying amount of its and the related settled accounts payable. The maximum loss
and undiscounted cash flow of continuing involvement and repurchase are equal to its book value. The
Company considers that the continuing involvement in fair value is not material.

In 2023, the Company did not incur any gain or loss on the date of transfer of the Note. The Company
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has no current and accumulatively recognized income or expenses due to continuous involvement in
the derecognized financial assets. Endorsements occur roughly evenly in the current period.

(3) Financial assets transferred but not derecognized as a whole

None.

X. Fair value

The level in which fair value measurement is categorised is determined by the level of the fair value
hierarchy of the lowest level input that is significant to the entire fair value measurement. The levels
are defined as follows:

Level 1 inputs: unadjusted quoted prices in active markets that are observable at the measurement
date for identical assets or liabilities.

Level 2 inputs: inputs other than Level 1 inputs that are either directly or indirectly observable for
underlying assets or liabilities.

Level 3 inputs: inputs that are unobservable for underlying assets or liabilities.

(1) Items and amounts measured at fair value

As at 31 December 2023, the assets and liabilities measured at fair value are listed as follows
according to the above three levels:

Level 1 fair Level 2 fair .
Level 3 fair value
Item value value Total
measurement
measurement measurement
I. Recurring fair value measurement
(1) Financial assets held for trading 79,176,104.95 3,723,049.29 0.00 82,899,154.24
1.debt instruments investment 937,588.47 0.00 0.00 937,588.47
2.equity instruments investment 78,238,516.48 0.00 0.00 78,238,516.48
3.Derivative financial assets 0.00 3,136,735.29 0.00 3,136,735.29
4.Financial products 0.00 586,314.00 586,314.00
(2) Other equity instruments investment 91,551,155.16 0.00 1,063,732,253.20 1,155,283,408.36
Total assets measured at fair value on a 170,727,26011 372304929  1,063,732,25320  1,238,182,562.60
recurring basis
(3) Financial liabilities held for trading
Derivative financial liabilities 0.00 86,817.12 0.00 86,817.12
Total lla!)llltles _measured at fair value on 0.00 86,817.12 0.00 86,817.12
a recurring basis
II. Non-recurring fair value measurement
Assets held-for-sale 0.00 0.00 0.00 0.00
Total assets' measu.red at fair value on a 0.00 0.00 0.00 0.00
non-recurring basis
Total liabilities measured at fair value on 0.00 0.00 0.00 0.00

a non-recurring basis

During the year ended December 31, 2023, the Company's subsidiary Livzon Group held investments
in ELICIO THERAPEUTICS, INC. and Carisma Therapeutics, Inc., which were listed on the
NASDAQ stock exchange, and investments in Beijing Luzhu Biotechnology Co., Ltd. (1t &7 4
PIE AR E PR A E]), which was listed on the Hong Kong Stock Exchange. As a result, the fair
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value measurement of these other equity instruments investments was reclassified from Level 3 to
Level 1. Except for the reclassification of the fair value measurement of the other equity instruments
investment, there were no transfers between Level 1 and Level 2 for the fair value measurement of
other financial assets and financial liabilities of the Company, nor were there any transfers into or out
of Level 3.

For financial instruments traded in active markets, the Company determines their fair value based on
their quoted market prices in the active market. The Company's trading debt instruments investments
and equity instruments investments are listed and traded in markets such as Shenzhen, Hong Kong, and
the United States. Their fair value is determined based on the closing prices on the last trading day of
the reporting period.

For financial instruments not traded in active markets, the Company uses valuation techniques to
determine their fair value. The valuation models primarily include discounted cash flow models and
market comparable company models. The inputs to valuation techniques mainly include risk-free rates,
benchmark interest rates, exchange rates, credit spreads, liquidity premiums, lack of liquidity discounts,
etc.

(2) Relevant information of level 2 fair value measurement

Fair value as at

Content 2023.12.31 Valuation techniques

Derivative financial assets 3,136,735.29 Calculated and determlneq based on thg quoted forward
exchange rate corresponding to the expiring contract

Derivative financial Calculated and determined based on the quoted forward

L 86,817.12 . -

liabilities exchange rate corresponding to the expiring contract

Financial products 586,314.00 Bank quotation

(3) Quantitative information of important unobservable input values used in level 3 of fair value

measurement

Content Fair value as at Valuation techniques
2023.12.31 q

Other equity instruments investment - Shanghai Yunfeng Xinchuang 57.858,983.79 Net assets

Equity Investment Center (_F§ 2 83 1l IR B t)
Other equity instruments investment - Shanghai JingYi Investment
Center (R B ¥ ) 73,365,064.89 Net assets

Other equity instruments investment - Qianhai Equity Investment

Fund (ﬁﬁ?ﬁﬂ&ﬁﬁ"ﬁ%{ﬁ) 253,730,084.00 Net assets
Other equity instruments investment - Apricot Forest, Inc (554 #k) 101,475,500.00 Income method
Other equity instrument investments — China Resources Bank of

Zhuhai Co., Ltd. (Zhuhai China Resources Bank Co., Ltd. (ki i 226,644,000.00 Market method
AT AIRAT)))

Other equity instrument investments - Yizun Biopharmaceutics 35147.356.03 Market method

(Shanghai) Co., Ltd. (R EMER25( i) HERAH]))

Other equity instrument investments - Zhuhai Medpha Biotechnology
Co., Ltd. (Zhuhai Medpha Biotechnology Co., Ltd. (¥kiF £ 15 KW 32,099,443.70 Recent financing price
BHERMARAT)))

ity i i _ELEh( 3 I\
Other equity instruments investment - f@li(_-#5) AEYIRHE A R4 10,613.667.00 Recent financing price

]

Other equity instrument investments -GLOBAL HEALTH SCIENCE 205,217,490.01 Net assets
(B)tEeFr) equity instrument investments —-SCC VENTURE V1 2018- 233.268.67 Net assets
Other equity instrument investments —Nextech V Oncology S.C.S.,

SICAV-SIE 15,837,395.11 Net assets
Other equity instrument investments -Others 42,510,000.00 Cost

XI. Related party and related party transactions
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1. Information of parent company

Place of Shareholding ratio

Name of parent registrati Business nature Reglstered by parent company Voting rlghtoby
company on capital (%) parent company (%)
Shenzhen Baiyeyuan . Investment and
Investment Co.. Ltd establishment of industry,
(iﬁiﬂllﬁiﬁiki}%&#ﬁ Shenzhen domestic commerce, and  80,000,000.00 48.01 48.01
MR ] S material supply and
o) marketing
The ultimate controller of the Company is Zhu Baoguo (& f&H).
(1) Registered capital of parent company and its changes
Name of other related parties 2022.12.31 Increase Decrease 2023.12.31
Shenzhen Baiyeyuan Investment
Co., Ltd. (RINTH PR BBAT R 80,000,000.00 0.00 0.00 80,000,000.00
A7)
(2) Shares of the company held by the parent company and its changes
I::r’:‘izs"f other related 20221231  Ratio  Increase  Decrease 2023.12.31 Ratio
Shenzhen Baiyeyuan
Investment Co., Ltd.
CRYIT B R A 878,272,753.00  45.53% 17,380,900 0.00 895,653,653.00 48.01%
PR 7]

On March 21, 2023, Shenzhen Baiyeyuan Investment Co., Ltd. (JRIITT B L5 % A IR A &)
returned 17,380,900 shares involved in the refinancing securities lending business.

2. Subsidiaries of the Company
Details of subsidiaries refer to Note VII. 1.

3. Joint venture and associates of the Company

Details of significant joint ventures or associates refer to Notes V.10 and VII. 4.

Other joint ventures or associates entered into transactions with the Company during the period, or
during the prior period with remaining closing balance were as follows:

Name of joint ventures and associates Relationship with the Company
Jiaozuo Jinguan Jiahua Electric Power Co., Ltd. ((i{E & @ 546 1 H R .
= Associates

I
Guangdong Blue Treasure Pharmaceutical Co. Ltd. (/A& ¥ E #2515 R A .
_ Associates
)
Shenzhen City Youbao Technology Co., Ltd. (R TA FREHE R A7) Associates
AbCyte Therapeutics Inc. Associates
L&L Biopharma, Co. Ltd. ( Fi{EE MR L FHA R A F) Associates
Zhuhai Sanmed Biotech Inc. (¥RiE2EK AW H ARG R A A) Associates
Aetio Biotherapy Inc Associates
Jiangsu Atom Bioscience and Pharmaceutical Co., Ltd. (YL73#i TR EZ .

. A= Associates
BHEABRA )
Tianjin Tongrentang Group Co., Ltd. (F3E [~ 5 & R A FRA =) Associates
Infinite Intelligence Pharmaceutical Co. Ltd. (It 51 5% K 2R AR A .
) Associates
Shenzhen Kangti Biomedical Technology Co., Ltd. (A3l Bk E W% 25F} Associates
FARAT)
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Name of joint ventures and associates Relationship with the Company
Shanghai Sheo Pharmaceutical Technology Co., Ltd. (M 14 BE 258143 .
INF Associates

AR 2 A])
Novastage Pharmaceuticals (Shenzhen) , Ltd. GHI4EZHEARGRY) H R .

Al Associates
A )
Feellife Health Inc. (GRYISKAR L ZHIEZHRA F) Associates
Zhuhai Sanmed Gene Diagnostics Ltd. (3 17 2532 3 R RH A IR A . .
) Entity controlled by an associate

Zhuhai Hengqin Weisheng Precision Medicine Technology Co., Ltd. (¥ Entity controlled by an associate
B AERER HE B B IR ) ' !

Note: Novastage Pharmaceuticals (Shenzhen)., Ltd. GHT 4 255 R GRYI) FIR A F]) was an
associate of the Company in 2022.

4. Other related parties of the Company

Name of other related parties Relationship with the Company
S‘henzhen Taitelixipg I\n vestment Development Co., Ltd. Subsidiaries of the company’s ultimate actual controller
(YIRS RIRATIRA 7] pany

Zhuozhou Jingnan Yongle Golf Club Co., Ltd. (&M 51w A company controlled by the Company’s parent
ACR /R R TR 7)) company
S‘henzhen Healthy ]zeer Information Technology Co., Ltd. An associate of the Company’s parent compan
(RYITITA BERT G 3 R TR A ) pany’sp pany

Sichuan Healthy Deer Hospital Management Co., Ltd. and A subsidi ¢ iate of the C. s ¢
its subsidiaries (P 1| {8 HEBT FEEE 245 AT PR A 7] and its subsidiary of an associate of the Company’s paren

subsidiary ) company
Shenzhen Qianhai WeBank Co., Ltd. (IR FTHEFHAERAT An investee of the Company’ ¢

TG IR A ) pany’s parent company
Beijing Sh i Pharm; ical Technol ., Ltd. .

f}-?eﬁjﬁi él%;;%a? " ?ﬁa[SE %C{;l;\c%) echnology Co., Ltd. (b An investee of the Company
Zhuhai Medpha Biotechnology Co., Ltd. (B35 K E Company where Livzon Groub subervisor is a director
ORI H R 7)) pany whete Hivzon BIotp sup ‘
Zhuhai Xianghetai Investment Management Partnership

(Limited Partnership) (B £ FIR R G EL Ak The executive of Livzon Group controls this entity
FRE1K) )

Zhuhai Zhong Hui Yuan Invgstment Partnership (Limited The director of Livzon Groun controls this enti
Partnership) (Bt rH T VA ¥ 2 bk Al (F7 I 2 1K) P Y
Zhuhai Liying Investment Management Partnership

(Limited Partnership) (Zf NN 9545 72 4 21L& Ak Al (F PR The director of Livzon Group controls this entity
“1K))

T%;ér}; X;;r;;rﬁlé/fz\d%cz;l Technology Co., Ltd. (77 The director of Livzon Group controls this entity
Zhuhai Pu Xiaoying Enterprise Management Co., Ltd. (£ Businesses controlled by close family members of
HETT VR /N B A BRA 7)) Livzon Group’s director
Directors, Supervisors and other senior management

personnel Key management personnel

5. Related party transactions
(1) Purchase or sale with related parties

(DPurchase of goods/receiving of services

Name of other related parties Current year Prior year
Guangdong Blue Treasure Pharmaceutical Co. .

Ltd. (7 7 8 S HIZ5 A TR A 7) Raw materials 2,592,283.20 2,917,946.91
Jiangsu One Winner Medical Technology Co.,

Ltd. (L5 — KT RHcA R A ) andits  Finished goods 2,669,251.00 2,687,051.40
subsidiary
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Name of other related parties Current year Prior year
Zhuhai Sanmed Biotech Inc. (Bkifg &£ 4912 .
§ Testin 0.00 137,358.49
HORH IR ) ‘
Shenzhen City Youbao Technology Co., Ltd. (i .
N Modern service 1,005,433.00 2,083,948.00
I ERHA PR 2 7])
Jiangsu One Winner Medical Technology Co.,
Ltd. (LH—mEEIT R AR AR]) andits Modern service 176,428.00 473,616.00
subsidiary
Infinite Intelligence Pharmaceutical Co. Ltd. (4t Research and
S CE R ATIRA 7)) development 693,009.31 339,80589
Zhuhai Pu Xiaoying Enterprise Management Co., .
Ltd, (2 T/ 25 foll 2 A TR A 7)) Modern service 0.00 249,975.00
Shanghai Sheo Pharmaceutical Technology Co., Research and
Ltdl (b A BE 2 RH A A 7)) development 0.00 18,867,924.60
Beijing Shuobai Pharmaceutical Technology Co.,  Research and
Ltd. (Il ST B3 24 B A B 5 £F 24 71) development 15,000,000.00 0.00
i NASi ISy = e o »2
Feellife Health Inc. (RYIRHIEHRISFHIR  \opuizer 840,000.00 902,115.48
]
Jiaozuo Jinguan Jiahua Electric Power Co., Ltd. Electricity,
(e 4 2o 1A TR A7) Steam 268,255,646.79 268,666,999.03
Total 291,232,111.30 297,326,740.74
(2)Sales of goods/rendering of services
Name of other related parties Current year Prior year
- Finished products
Guangdong Blue Treasure Pharmaceutical Co. LY
T ; = water, electricity 41,797,488.64 35,703,972.73
Ltd. (AR 2T IR 7)) and power
Zhuhai Sanmed Biotech Inc. (Bk¥F2£3£4E412  Finished products,
W7 R R A ) power and others 643,038.26 592,356.49
Zhuhai Sanmed Gene Diagnostics Ltd. (¥kif# Finished products,
SRR AR A 7)) power and others 048,31660 143566613
Subsidiary of Sichuan Health Alu Hospital Finished products 2.957.156.52 3,036,532.62
Management Co., Ltd.
Jiangsu One Winner Medical Technology Co.,
Ltd. (LI — R =S RHCA IR A7) and Finished products 5,021.65 0.00
its subsidiary
Shenzhen Qianhai WeBank Co., Ltd. (EYIIF{T .
NN o — Finished products 4,786,115.64 0.00
EROERAT IR 6 4 TR A 1) P
Tianjin Tongrentang Group Co., Ltd. (K3 [F] )
. o Modern service 566,037.74 0.00
=R B BR 2 7))
Shanghai Sheo Pharmaceutical Technology Research and
Co, Lid. (L1 B 2 RHAT IR 24 7) development 000 396000000
Total 51,403,175.05 44,728,527.97

(2) Rental with related party

Type of assets Rental income in Rental income in
Name of lessee .
leased current year prior year
Zhuhai Sanmed Biotech Inc. (¥kifE R 4EW12 o
. Build 2,171,444.85 2,226,299.00
W AR PR 2 A e
Zhuhai Sanmed Gene Diagnostics Ltd. (Bk#FE T o
. Build 240,000.00 240,000.00
SR TIAHA R A 7) weme
Novastage Pharmaceuticals (Shenzhen) , Ltd. Buildings &
. - 0.00 468,302.76
CBHr SR Z9E R RN A RAF) Equipment
Shenzhen Baiyeyuan Investment Co., Ltd. (73] o
et e Build 18,891.76 18,891.76
17 MR A PR A ) e
Shenzhen Taitelixing Investment Development S
Co., Lid. (YA R A A ) BUIding 18,720.00 18,720.00
Shenzhen Healthy Deer Information Technology Building 17.174.32 17.174.32

Co., Ltd. (RINTH f FERT E A BRHA IR A7)
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Type of assets Rental income in Rental income in
Name of lessee .
leased current year prior year
Shenzhen City Youbao Technology Co., Ltd. (i -
o o — Buildin 17,174.32 17,174.32
Y5 R A IR A 7)) ‘
Total 2,483,405.25 3,006,562.16

(3) Guarantee with related parties

(D In order to ensure the stable development of production and operation of Jinguan Electric Power,
the Company and its controlling subsidiary Jiaozuo Joincare jointly provided a revolving guarantee
facility with balance of no more than RMB350 million (inclusive) for Jinguan Electric Power (specific
guarantors shall be specified in the guarantee contracts) according to “the Resolution on Providing
Loan Guarantee for Jinguan Electric Power by the Company and Its Controlling Subsidiary Jiaozuo
Joincare” considered and approved at the First Extraordinary General Meeting of the Company on 6
July 2016, with the guarantee period starting from the date when the resolution was considered and
approved to 31 December 2019. Pursuant to “the Resolution on Providing Loan Guarantee for Jinguan
Electric Power by the Company and Its Controlling Subsidiary Jiaozuo Joincare” considered and
approved at the 2017 Annual General Meeting of the Company on 22 May 2018, the Company and its
controlling subsidiary Jiaozuo Joincare jointly provided a revolving guarantee facility with balance of
no more than RMB350 million (inclusive) for Jinguan Electric Power (specific guarantors shall be
specified in the guarantee contracts), with the guarantee period starting from the date when the
resolution was considered and approved to 31 December 2022. In order to ensure the stable
development of production and operation of Jinguan Electric Power, the revolving guarantee facility
with balance of no more than RMB350 million (inclusive) for Jinguan Electric Power (specific
guarantors shall be specified in the guarantee contracts) considered and approved at the 2017 General
Meeting of the Company was changed to the revolving guarantee facility with balance of no more
than RMB450 million (inclusive) on 10 May 2019 due to the actual business needs of Jinguan Electric
Power, with the guarantee period starting from the date when the resolution was considered and
approved to 31 December 2022. On 18 May 2022, the "Proposal on the Company and its subsidiary
Jiaozuo Joincare in Providing Loan Guarantee for Jinguan Electric Power" was reviewed and approved
by the Company's 2021 annual general meeting, the Company and its subsidiary Jiaozuo Joincare
jointly provided a guarantee for Jinguan Electric Power on its revolving loans facility with a balance
of not more than RMB450 million (including RMB450 million) (the specific guarantor will be
specified in each guarantee contract), and the term is from the date of approval of this guarantee
proposal at the Company’s annual general meeting to 31 December 2025.

As at 31 December 2023, the Company provided Jinguan Electric Power (4 7e Hi 77) with guarantees
for loans of RMB408.27 million; of which RMB226.77 million in Shenzhen Branch of China
Everbright Bank, RMB700 million in Shenzhen Branch of Zheshang Bank, RMB91.50 million in
Shenzhen Branch of Nanyang Commercial Bank and RMB20 million in Jiaozuo Branch of China
CITIC Bank.

In order to ensure the safety of secured loans, Jinguan Electric Power provided counter guarantees for
the said guarantees provided by the Company and its subsidiary, Jiaozuo Joincare, based on its owned
assets, and undertook that it would unconditionally provide mutual guarantees for the Company or its
controlling subsidiary designated with total facility of no more than RMB450 million (inclusive)
whenever the Company deemed necessary.

@ Another shareholder of Livzon MABPharm Inc. (¥f¥# i N ER S PUAEMIE ARG R A A]) — the

Company has issued a "Counter Guarantee Commitment", promising that it will share the joint and
several guarantee liability to the extent of 33.07% of the scope of guarantee responsibility in relation

to the guarantee provided to Livzon MABPharm Inc. (¥kifF i R ER S HT A B A E IR A 7)), and the
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counter guarantee period will expire on the date when the Company's guarantee responsibility expiry.

(3 Zhuhai Zhong Hui Yuan Investment Partnership (Limited Partnership) (ki -l IR 55 A0k 4
Ml (B FR & 1k ), being another shareholder of Livzon Group Xinbeijiang Pharmaceutical
Manufacturing Inc. (WN Bk 5 B8 A6 VL H 25 B 4 A FR A 7)) has issued a "Counter Guarantee
Commitment”, promising that it will share the joint and several guarantee liability to the extent of

8.44% of the scope of guarantee responsibility incurred by Livzon Group in relation to the guarantee

provided to Livzon MABPharm Inc. (¥ 7 N Bk B 41 A9 £ R A R A7), and the counter
guarantee period will expire on the date when Livzon Group's guarantee responsibility expiry.

(4) Asset transfer and debt restructuring between related parties

None.

(5) Remuneration to key management personnel

For the year ended 31 December 2023

Unit: RMB ten thousand

Item Squlgf\(/:itsoc;’l{ W?:; sec?l?(r:iigl Houfzirr:g Bonus Severapn:; Others Total
Allowance allowances

Directors:

Zhu Baoguo (i1 325.00 0.00 6.59 288 0.0 000  0.00 334.47
% Guangxda (X1 325.00 19.43 9.65 288 80.00 000  0.00 436.96
Yu Xiong (Fri) 0.00 260.00 0.00 0.00  100.00 000 0.0 360.00
%J Qingfeng (55X 0.00 135.00 7.70 288 80.00 000 0.0 22559
Lin Nangi (ki) 0.00 135.00 7.70 288 80.00 000 0.0 22559
Huo Jing (F#) 12.00 0.00 0.00 000 0.0 000  0.00 12.00
Qin Yezhi (B 1) 12.00 0.00 0.00 000 0.0 000  0.00 12.00
Peng Juan (¥48) 12.00 0.00 0.00 000  0.00 000  0.00 12.00
Yin Xiaoxing (E1IE2) 3.50 0.00 0.00 000  0.00 000 0.0 3.50
Cui Liguo (1) 8.50 0.00 0.00 000  0.00 000  0.00 8.50
Supervisors:

Yu Xiaoyun (&% %) 4.80 38.16 7.21 225  17.95 000  0.00 7036
Peng Jinhua (4 4:75) 4.80 0.00 0.00 000  0.00 000  0.00 4.80
Xing Zhiwei (32 &%) 4.80 57.77 6.85 200  40.00 000  0.00 11151
Other senior

management:

fg"”g Leiming (3K 0.00 110.97 7.70 288 80.00 000 0.0 201.56
i‘)ao Fenguang (44 0.00 135.00 7.70 288 60.00 000  0.00 205.59
Total 712.40 891.33 61.11 2164 537.95 000 000  2,22443

Note: Mr. Zhu Baoguo (4 [E) serves as the chairman of Livzon Group, a controlled subsidiary of

the Company; and Mr. Yu Xiong (&%) and Mr. Qiu Qingfeng (ERFK3) serve as non-executive
directors of Livzon Group. Cui Liguo (4 F] ) has resigned. The remuneration presented in above

does not include the portion paid by Livzon Group.

For the year ended 31 December 2022
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Director/ Wages and Social  Housing Severance

i}\‘ﬁgxgﬁgg allowances  security fund Bonus pay Others Total
Directors:
)” Baoguo (’ifR 325.00 0.00 6.44 2.66 0.00 0.00 0.00  334.09

\ -
Eﬂ; Guangxia (X1 325.00 18.48 1.85 2.66 0.00 0.00 0.00  347.98
ER
Yu Xiong (411) 0.00 260.00 0.00 0.00  100.00 0.00 0.00  360.00
SE';J Qingfeng (55X 0.00 135.00 7.27 2.66 80.00 0.00 000 22493
Lin Nangi (behtift) 0.00 135.00 7.27 2.66 80.00 0.00 000  224.93
Cui Liguo (£ F &) 11.54 0.00 0.00 0.00 0.00 0.00 0.00 11.54
Huo Jing (ZE ) 1154 0.00 0.00 0.00 0.00 0.00 000 1154
Qin Yezhi (#l.) 1154 0.00 0.00 0.00 0.00 0.00 000 1154
Peng Juan (H48) 1154 0.00 0.00 0.00 0.00 0.00 000 1154
Supervisors:
Yu Xi P
ﬁu) laoyun (%= 4.80 3831 6.82 2.25 17.95 0.00 000  70.13
Peng Jinhua (& 4:7%) 4.80 0.00 0.00 0.00 0.00 0.00 0.00 4.80
B 2.97 64.00 6.82 2.09 93.00 0.00 0.00  168.88
Xie Youguo (¥ 4 ) 1.83 36.92 0.00 0.00 0.00 0.00 000 3875
Other senior
management:
X

;";E)Fe“g“a“g (& 0.00 135.00 7.27 266 4500 0.00 000  189.93
Total 71057 82271 43.75 1761 41595 0.00 0.00 2,010.58

Note: Mr. Zhu Baoguo (4 [E) serves as the chairman of Livzon Group, a controlled subsidiary of
the Company; and Mr. Yu Xiong (f7%#) and Mr. Qiu Qingfeng (B FK=F) serve as non-executive
directors of Livzon Group. Xie Youguo (i 4 [F) has resigned. The remuneration presented in above
does not include the portion paid by Livzon Group.
(6) Other related party transactions

None.

6. Receivables and payables with related party
(1) Receivable from related parties

2023.12.31 2022.12.31
Item Related party Provision for Provision
Book balance Book balance for bad
bad debts
debts
Accounts Guangdong Blue Treasure Pharmaceutical Co.
receivable Ltd, (7 1 5 ) 2545 B A ) 9,288,000.00 93,808.80  4,781,500.00 47,336.85
Accounts Zhuhai Sanmed Gene Diagnostics Ltd. (3k# 17
- . 180,820.75 1,844.37 85,731.98 840.17
receivable 33 BE[R IR A I 4 )
A " Subsidiary of Sichuan Health Alu Hospital
reﬁg?\?:bfe Management Co., Ltd. (VY 1|4 5k 5 = fe & 434,422.80  87,318.98 497,828.30 103,325.48

HA R A])
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2023.12.31 2022.12.31
Item Related party . Provision
Book balance Provision for Book balance for bad
bad debts
debts
Zhuhai Sanmed Biotech Inc. (BkiE2EA ML
Prepayments . 211,200.00 0.00 211,200.00 0.00
bay WA IR 24 7))
Shenzhen City Youbao Technology Co., Ltd.
Prepayments . . N — 0.00 0.00 188,100.00 0.00
bay GARYITT A SRR R A7)
Jiangsu One Winner Medical Technology Co.,
Prepayments R \ — 29,816.00 0.00 0.00 0.00
pay Ltd. (S5 — B BT RH A IR 2 /)
i Nnt N 2
Prepayments ES%H;fe Health Inc. (ZRYIHAE L Z R %A R 1.250,566.37 0.00 0.00 0.00
/~ H.
Jiaozuo Jinguan Jiahua Electric Power Co., Ltd.
Prepayments N o 65,814,779.87 0.00 75,724,913.57 0.00
P (f 4 2 S 49 TR 4 )
Other Guangdong Blue Treasure Pharmaceutical Co.
receivables Ltd, (06 5 125 B ) 860,233.52 9,118.48 607,484.29 6,925.32
Other Zhuhai Sanmed Gene Diagnostics Ltd. (BT
receivables 3% BRI T A 1) 2,263.89 52.75 15,795.00 170.59
Other Zhongshan Renhe Health Products Co., Ltd. (#
i ' 469,895.78  469,895.78 469,895.78 469,895.78
receivables 11~ A {4 B /A )
Other Shenzhen Healthy Deer Information Technology
- - o 4,680.00 129.99 4,680.00 74.38
receivables  Co., Ltd. (RIIIT fEFERT RE (5 BRI A TR A7)
(2) Payables to related party
Item Related party 2023.12.31 2022.12.31
A Subsidiary of Sichuan Health Alu Hospital Management Co.,
Contract liabilitie o e 255,459.93 12,011.72
ract TADTIHES ) v, (U 1t bt s b 347 B 26 1)
Guangdong Blue Treasure Pharmaceutical Co. Ltd. ()7 %%
Notes payable 883,200.00 0.00
Py 24 IR )
Guangdong Blue Treasure Pharmaceutical Co. Ltd. ()~ %<1
Accounts payable e 195,398.23 117,760.00
i FIRIZ 4 A )
Other payables Subsidiary of Sichuan Health Alu Hospital Management Co., 0.00 8.936.17

Ltd. (VY )1 I e JEE s e A BEAT R 23 7))

XII. Share-based payments
1. Information about share-based payments
(1) The Company

A. On 29 August 2022, the Company held the third extraordinary general meeting of shareholders in
2022, and reviewed and approved the "Proposal on the Company's 2022 Share option Incentive Plan
(Draft) and its Summary", Proposal on the Company's 2022 Share option Incentive Plan
Implementation Appraisal Management Measures" and "Proposal on Requesting the Company's
Shareholders' Meeting to Authorize the Board of Directors to Handle Matters Related to Shares
Incentive". The Company held the 16th meeting of the eighth board of directors on 5 September 2022,
and reviewed and passed the "Proposal on First Time Granting Share options to Incentive Participants".
With 5 September 2022 as the grant date, 49.45 million share options were granted to 423 incentive
participants at a price of RMB11.24 per share. The date of completion and effective date of registration
of share options granted is 16 September 2022.

In 2022, the share option incentive plan initially granted 32 former incentive recipients (a total of 2.37
million options) had their options revoked due to their resignation and no longer meeting the incentive
conditions. Following the forfeiture, the number of share options initially granted under the Company's
2022 share option incentive plan was adjusted from 49.45 million to 47.08 million, and the number of
initial incentive recipients was adjusted from 423 to 391.

The exercise period of the options granted this time and the exercise time schedule for each period are
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shown in the following table:

Vesting period Vesting date Vesting ratio

From the first trading day 12 months after the first grant date to the

1 1 1 0,
First vesting period last trading day within 24 months from the first grant date 40%
Second vestine period From the first trading day 24 months after the first grant date to the 30%

&P last trading day within 36 months from the first grant date ¢
Third vesting period From the first trading day 36 months after the first grant date to the 30%

last trading day within 48 months from the first grant date

Company-level performance appraisal requirements: The share options granted by this incentive plan
are subject to annual performance appraisal and vesting. To achieve the performance appraisal target
as the vesting condition for incentive participants, the annual performance appraisal targets for the first-
time grant are shown in the table below:

Vesting period Performance appraisal targets

Based on the net profit in 2021, the compound growth rate of net profit in 2022 shall not
be less than 15%;
Based on the net profit in 2021, the compound growth rate of net profit in 2023 shall not
be less than 15%;
Based on the net profit in 2021, the compound growth rate of net profit in 2024 shall not
be less than 15%.

First vesting period
Second vesting period

Third vesting period

The calculation of the above "net profit" and "net profit growth rate" indicators is based on the net
profit attributable to shareholders of listed company after deducting non-recurring gains and losses,
and excluding the impact of share-based payments in this incentive plan. If the Company fails to meet
the above-mentioned performance appraisal targets, all incentive participants whose share options are
exercisable in the year corresponding to the appraisal shall not be exercised and shall be canceled by
the Company.

B. On 11 August 2023, the Company convened the 28th meeting of the eighth board of directors to
deliberate and approve the "Proposal on Reserving Share Options for Incentive Recipients". The grant
date was set as 11 August 2023, and 5.5 million share options were granted to 149 incentive recipients
at a price of RMB11.06 per share. The registration completion date and effective date for this grant of
share options were 30 August 2023.

The exercise period of the options granted this time and the exercise time schedule for each period are
shown in the following table:

Vesting period Vesting date Vesting ratio

First vesting period of From the first trading day 12 months after the grant date of reserved

. options to the last trading day within 24 months from the first grant 50%
reserved options date
Second vestine period From the first trading day 24 months after the grant date of reserved
gp options to the last trading day within 36 months from the first grant 50%
of reserved options date

Company-level performance appraisal requirements: The share options granted by this incentive plan
are subject to annual performance appraisal and vesting. To achieve the performance appraisal target
as the vesting condition for incentive participants, the annual performance appraisal targets for the
reserved grant are shown in the table below:

Vesting period Performance appraisal targets

First vesting period  Based on the net profit in 2021, the compound growth rate of net profit in
of reserved options 2023 shall not be less than 15%;

Second vesting
period of reserved
options

Based on the net profit in 2021, the compound growth rate of net profit in
2024 shall not be less than 15%.

The calculation of the above "net profit" and "net profit growth rate" indicators is based on the net
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profit attributable to shareholders of listed company after deducting non-recurring gains and losses,
and excluding the impact of share-based payments in this incentive plan. If the Company fails to meet
the above-mentioned performance appraisal targets, all incentive participants whose share options are
exercisable in the year corresponding to the appraisal shall not be exercised and shall be canceled by
the Company.

C. Equity instruments granted are as follows:

Unit: 10,000
Grant in the year Exercised in the year Vested in the year  Forfeited in the year

Grant recipients Quantit

Quantity  Amount Quantity Amount Amount Quantity Amount
Sales personnel 168 175 1,027 16
Administrative 303 100 475 193
personnel
R&D personnel 79 76 382 28
Total 550 351 1,883 237

(2) The Company’s subsidiary Livzon Group

@ Share options

A. On 14 October 2022, Livzon Group’s 2022 Second Extraordinary Shareholders’ Meeting, 2022
Second A-Share Class Shareholders’ Meeting and 2022 H-Share Class Shareholders’ Meeting reviewed
and approved the “Proposal on the Company's 2022 Share option Incentive Plan (Revised Draft) and
Its Summary", "Proposal on the company's 2022 Share option Incentive Plan Implementation Appraisal
Management Measures", "Proposal on submitting to the company's general meeting of shareholders to
authorize the board of directors to handle matters related to the 2022 share options incentive plan". On
7 November 2022, the 39th meeting of the 10th Board of Directors of Livzon Group reviewed and
approved the "Proposal on Matters Related to the First Time Grant of the 2022 Share option Incentive
Plan". With 7 November 2022 as the grant date, 17,973,500 share options were granted to 1,026
incentive participants at a price of RMB31.31 per A share. The date of completion and effective date

of registration of share options granted is 23 November 2022.

In 2022, the share option incentive plan initially granted share options to 25 former incentive recipients
(a total of 361,000 options), which were revoked due to their resignation and no longer meeting the
incentive conditions. Following the forfeiture, the number of share options initially granted under the
Livzon Group's 2022 share option incentive plan was adjusted from 17.9735 million to 17.6125 million,
and the number of initial incentive recipients was adjusted from 1,026 to 1,001.

The exercise period of the options granted this time and the exercise time schedule for each period are
shown in the following table:

Vesting period Vesting date Vesting ratio
From the first trading day 12 months after the completion
First vesting period of stock of the first time grant registration to the last trading day 40%
. . . . . . 0
options granted for the first time within 24 months from the completion of the first time
grant registration
From the first trading day 24 months after the completion
Second vesting period of stock of the first time grant registration to the last trading day 30%
options granted for the first time within 36 months from the completion of the first time
grant registration
From the first trading day 36 months after the completion
Third vesting period of stock of the first time grant registration to the last trading day 30%
options granted for the first time within 48 months from the completion of the first time

grant registration
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Livzon Group performance appraisal requirements: The stock options granted by this incentive plan
are subject to annual performance appraisal and vesting during three fiscal years of the vesting period.
To achieve the performance appraisal target as the vesting condition for incentive participants, the
annual performance appraisal targets for the first-time grant are shown in the table below:

Vesting period Performance appraisal targets

First vesting period of stock options granted for Based on the net profit in 2021, the compound growth rate
the first time of net profit in 2022 shall not be less than 15%;

Second vesting period of stock options granted for =~ Based on the net profit in 2021, the compound growth rate
the first time of net profit in 2023 shall not be less than 15%;

Third vesting period of stock options granted for Based on the net profit in 2021, the compound growth rate
the first time of net profit in 2024 shall not be less than 15%.

B. On 12 October 2023, Livzon Group convened the 4th meeting of the eleventh board of directors to
deliberate and approve the " Proposal on matters related to the planned reserved grant of share option
incentive plan in 2022". The grant date was set as 30 October 2023, and 2.0 million share options were
granted to 243 incentive recipients at a price of RMB36.26 per A share. The registration completion
date and effective date for this grant of share options were 28 November 2023.

The exercise period of the options granted this time and the exercise time schedule for each period are
shown in the following table:

Vesting period Vesting date Vesting ratio

From the first trading day 12 months after the grant date of

reserved options to the last trading day within 24 months 50%
from the first grant date

From the first trading day 24 months after the grant date of

reserved options to the last trading day within 36 months 50%
from the first grant date

First vesting period of reserved
options

Second vesting period of reserved
options

Livzon Group performance appraisal requirements: The stock options granted by this incentive plan
are subject to annual performance appraisal and vesting during two fiscal years of the vesting period.
To achieve the performance appraisal target as the vesting condition for incentive participants, the
annual performance appraisal targets for the first-time grant are shown in the table below:

Vesting period Performance appraisal targets

Based on the net profit in 2021, the compound growth rate
of net profit in 2023 shall not be less than 15%;
Based on the net profit in 2021, the compound growth rate
of net profit in 2024 shall not be less than 15%.

First vesting period of reserved options

Second vesting period of reserved options

® Other Shares incentive

Pursuant to “ the Resolution on the Disposal of Certain Equity of a Holding Subsidiary and Connected
Transaction” considered and approved at the 34th Meeting of the 9th Session of the Board of Livzon
Group on 8 November 2019, it was agreed that 9.5% equity interests (totally 8,382,100 shares) in
Zhuhai Livzon Diagnostics Inc. (¥R N ERR 7 A% 1 A BR A 7)) held by Livzon Group shall be
transferred to Zhuhai Liying Investment Management Partnership (Limited Partnership) (Efi# N 5%
g Ak CHREA1K) ) at the consideration of RMB21,122,892. Pursuant to the Assets
Appraisal Report on the Valuation of the Shareholders'. According to “Assets evaluation report of all
shareholders' equity value project of Zhuhai Livzon Diagnostics Inc. (¥ UFER R AR A PR A 7))
involved in the proposed transfer of equity by Livzon Pharmaceutical Group Co., Ltd.”. (Huaya
Zhengxin Appraisal Report [2019] No. A02-0011), the valuation of all shareholders’ equity of Zhuhai
Livzon Diagnostics Inc. as at 30 June 2019 was RMB647.3075 million, and the above equity transfer
price was lower than its fair value, therefore it constitutes a share-based payment. The total share-
based payment of the transaction is RMB40.4017 million, which should be amortized within 5 years
according to the partnership agreement and share incentive expenses were recognised due to the share-
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based payment as a result of the change in the shareholding of the shareholders of Zhuhai Liying
Investment Management Partnership (Limited Partnership).

Pursuant to “the Resolution on the Implementation of Employee Equity Incentive Scheme by a
Holding Subsidiary” considered and approved at the 34th Meeting of the 9th Session of the Board of
Livzon Group on 8 November 2019, the total number of shares of new issuance by Zhuhai Livzon
Diagnostics Inc. for implementation of employee equity incentive scheme shall not be more than
4,643,839 shares, and the scheme participants shall contribute a total of RMB11,702,474.28 to directly
subscribe for the above shares or indirectly subscribe for the such shares through the holding of the
limited partnership shares of the employee shareholding platform. In December 2019, pursuant to the
Capital Increase Agreement of Zhuhai Livzon Diagnostics Inc., the total shares of Zhuhai Livzon
Diagnostics Inc. increased from 88,232,932 shares to 92,876,771 shares with par value of RMBI1 per
share. The increased number of shares were subscribed for by Zhuhai Haoxun Enterprise Management
Consulting Partnership (Limited Partnership) (¥fifg S AR M # & A1k CHRRED ),
Zhuhai Yichen Enterprise Management Consulting Partnership (Limited Partnership) (B8 Fo Ak
B &AL CHERE1K) ) and Zhuhai Qijing Enterprise Management Consulting Partnership
(Limited Partnership) (¥ 5 3 £k 5 B &) & Akl (AR & 1k) ) at the consideration of
RMBI11,702,474. The subscription price is lower than the fair value, therefore it constitutes a share-
based payment. The total share-based payment of the transaction is RMB20,709,000, which should be
amortized within 5 years according to the Partnership Agreement, and share incentive expenses were
recognized due to the share-based payment as a result of the change in the shares/shareholding of the
shareholders or employee stock ownership platform of Zhuhai Livzon Diagnostics Inc.

On 31 August 2021, the general meeting of Livzon Bio considered and approved the Equity Incentive
Scheme of Zhuhai Livzon Biotechnology Co., Ltd. (¥kifg i FEER A=) B 2R 5 H IR A H]), granting
66,666,667 restricted shares of Livzon Biologics to incentive participants, among which 42 million
shares were granted in the first batch and 24,666,667 shares were reserved. Incentive participants
indirectly subscribed for the above shares through the holding of the limited partnership shares of the
employee shareholding platform. The subscription price is lower than the fair value, therefore it
constitutes a share-based payment. The total share-based payment of the transaction is RMB33.6
million, which should be amortized during the lock-up period according to the Equity Incentive
Scheme of LivzonBio and the Grant Agreement and RMB7.84 million was amortized in the year ended
31 December 2023.

@ Equity instruments granted are as follows:

Unit: 10,000
Grant in the year Exercised in the Vested in the year Forfeited in the
year year

Grant recipients
Quantity Amount Quantity Amount Quantity Amount Quantity Amount

Sales personnel 29.80
Administrative personnel 140.65
R&D personnel 29.55
Total 200.00
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2. Equity-settled share-based payments

Method in determining the fair value of equity Black-Scholes Model, market price

instruments at the date of grant

Risk-free interest rate (1.5%-2.75%), validity period (1-3

years), historical stock price volatility (12.97%-17.12%),
dividend rate (1.12%-1.47%)

Basis in determining the quantity of exercisable  Determined according to exercisable conditions and estimated

equity instruments attrition rate

Important parameters of fair value of equity
instruments on grant date

Reason for significant difference of estimation
between current year and prior year

Accumulated amount recorded in capital

No significant differences

reserve for equity-settled share-based payments 231,393,331.40
3. Information on cash-settled share-based payments
None.
4. Information on share-based payments
Grant recipients Share-based compensation Share-based compensation
P expense settled in equity expense settled in cash
Mlqdle and high-level managers and key 90.412.632.26 0.00
business personnel
XIII. Commitments and contingencies
1. Significant commitments
(1) Capital commitments
Capital co-mmltments entered into but not recognized in Closing balance Beginning balance
the financial statements
Commitments in relation to acquisition of long-term assets 522,447,456.93 455,161,816.72
Commitments in relation to external investment 13,000,000.00 12,000,000.00
Commitments in relation to research and development 683.610.716.31 0.00

expenditures

(2) Other commitments

None.

(3) Performance of previous commitments

The Company has duly performed the capital expenditure commitments and the operating lease
commitments and the other commitments as at 31 December 2023.

2. Contingencies

As at 31 December 2023, there was no other significant contingency required to be disclosed by the
Company.

XIV. Event after balance sheet date

1. Profit distribution

On 2 April 2024, the thirty-eighth meeting of the eighth Board of Directors of the Company passed
the 2023 profit distribution plan. Based on the Company's total share capital deducted by the
repurchased shares held in the Company's special securities account on the registration date

determined by the implementation of the Company's 2023 annual profit distribution plan, a cash bonus
of RMB1.80 (tax included) for every 10 shares will be distributed to all shareholders.

The above profit distribution plan needs to be submitted to the company's 2023 annual general meeting
of shareholders for consideration and approval.
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As of 2 April 2024, the Company has no other events that needed to be disclosed after the balance sheet

date.

XYV. Other significant events

As of the balance sheet date, the Company does not have other important matter to be disclosed.

XVI. Notes to the significant financial statements item of the Parent Company

1. Notes receivable

Category 2023.12.31 2022.12.31
Provision Carrvin Provision Carrvin
Book balance for bad ying Book balance for bad ying
amount amount
debts debts
Bank
acceptance 191,417,091.37 0.00 191,417,091.37 249,617,024.89 0.00 249,617,024.89
bills
Commercial
acceptance 0.00 0.00 0.00 0.00 0.00 0.00
bills
Total 191,417,091.37 0.00 191,417,091.37 249,617,024.89 0.00 249,617,024.89

(1) Notes receivable pledged at year end

Item

Amount pledged at year end

Bank acceptance bills

99,070,424.71

(2) Bills endorsed or discounted to other parties but not yet expired at balance sheet date

Category

Amount derecognized
at year end

Amount not derecognized
at year end

Bank acceptance bills not yet mature

but already endorsed

Bank acceptance bills not yet mature

but already discounted

64,790,190.55

0.00

Total

64,790,190.55

(3) There was no bills transferred into account receivables for non-performance by the issuer at

balance sheet date of the period.

(4) Disclosure by method of provision for bad debts

Category

Book balance

2023.12.31

Provision for bad

2022.12.31

Provision for bad

Book balance

debts . debts .
Carrying Carrying
Ratio Exgected amount Ratio Exp.ected amount
Amount (%) Amount credit loss Amount (%) Amount credit loss
° rate (%) ° rate (%)
Provision for bad debts
on individual item
Provision for bad debts 100.00 0.00 0.00 191,417,091.37 249,617,024.89  100.00 0.00 0.00 249,617,024.89
on portfolio basis 191,417,091.37 : : . e e : : : o
Including:
Bank acceptance bills 191.417.091.37 100.00 0.00 0.00 191,417,091.37 249,617,024.89 100.00 0.00 0.00 249,617,024.89
Total 100.00 0.00 0.00 191,417,091.37 249,617,024.89 100.00 0.00 0.00 249,617,024.89

191,417,091.37
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(5) There was no accrual, recovery or reversal of bad debt provision during the period

(6) There was no actual write-off of notes receivable in the period

2. Accounts receivable
(1) Disclosure by ageing

Ageing 2023.12.31 2022.12.31
Within one year 315,521,678.52 290,962,991.84
1 to 2 years (inclusive of 2 years) 2,252,749.01 2,684,445.48
2 to 3 years (inclusive of 3 years) 218,363.74 1,178,173.47
3 to 4 years (inclusive of 4 years) 1,136,271.11 641,804.42
4 to 5 years (inclusive of 5 years) 125,802.16 388,712.49
Over 5 years 8,102,724.93 7,754,530.87
Subtotal 327,357,589.47 303,610,658.57
Less: Provision for bad debts 12,178,306.49 11,979,800.83
Total 315,179,282.98 291,630,857.74
(2) Disclosure by method of provision for bad debts
2023.12.31 2022.12.31
Book balance Provision for bad debts Book balance Provision for bad debts
Category Carrying Carrying
Ratio Expected amount Ratio Expected amount
Amount (%) Amount credit loss Amount (%) Amount credit loss
° rate (%) ° rate (%)
Provision for bad
debts on 771,300.68 0.24 771,300.68 100.00 0.00 771,300.68 0.25 771,300.68 100.00 0.00
individual item
Including:
Receivables
from domestic 771,300.68 0.24 771,300.68 100.00 0.00 771,300.68 0.25 771,300.68 100.00 0.00
customers
Provision for bad
debts on portfolio 326,586,288.79 99.76 11,407,005.81 3.49 315,179,282.98 302,839,357.89  99.75 11,208,500.15 3.70 291,630,857.74
basis
Including:
Receivables
from domestic 326,586,288.79 99.76 11,407,005.81 3.49 315,179,282.98 302,839,357.89  99.75 11,208,500.15 3.70 291,630,857.74
customers
Total 327,357,589.47  100.00 12,178,306.49 3.72  315,179,282.98 303,610,658.57 100 11,979,800.83 3.95 291,630,857.74
Provision for bad debts on individual item:
Item 2023.12.31
Expected

Provision for bad

Book balance

credit loss

debts

Reason of provision

rate (%)

Purchase of goods 771,300.68

771,300.68

100.00

Likelihood of recovery is
expected to be low

Provision for bad debts on portfolio basis:

Provision for bad debts on portfolio basis: Receivables from domestic customers

Ageing 2023.12.31 2022.12.31
Accounts  Provision for Exp_ected Accounts Provision for Exp_ected
receivable bad debts credit loss receivable bad debts credit loss
rate (%0) rate (%0)
Within one year 315,521,678.52 2,890,091.59 0.92 290,962,991.84 2,721,949.54 0.94
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é ;‘; jrsy)ears (inclusive of 2,252,749.01 182,328.02 8.09 2,684,445.48 282,436.48 10.52
g ;‘;:rsy)ears (inclusive of 218,363.74 70,618.48 32.34 1,178,173.47 378,821.59 32.15
i ;Z:rsy)ears (inclusive of 113627111  832,171.89 73.24 641,804.42 474.608.03 73.95
410 5 years (inclusive of 125,802.16 100,371.58 79.79 103,939.29 82,681.12 79.55
5 years)

Over 5 years 7,331,42425  7,331,424.25 100.00 7,268,003.39  7,268,003.39 100.00
Subtotal 326,586,288.79  11,407,005.81 349  302,839,357.89  11,208,500.15 3.70

(3) Accrual, recovery or reversal of bad debt provision during the period

Amount of provision for bad debts

Beginning balance

11,979,800.83

Provision for the year 198,505.66
Recovered or reversal in the year 0.00
Write-off in the year 0.00

Closing balance

12,178,306.49

At 31 December 2023 and 31 December 2022, the Company had no overdue but not impaired accounts
receivable.
(4) No actual written-off of accounts receivable in this period.

(5) Accounts receivable due from the top five debtors

As of 31 December 2023, the total amount of the top five debtors in closing balance is
RMB72,504,751.65, accounting for 22.15% of the total amount of closing balance of accounts
receivable, and the corresponding closing balance of provision for bad debts is total RMB725,047.52.

(6) There were no accounts receivable derecognized due to the transfer of financial assets in each
reporting period.
(7) There were no assets or liabilities formed by the continuing involvement of transferred

accounts receivables in each reporting period.

3. Other receivables

Item 2023.12.31 2022.12.31
Dividends receivable 519,999,500.00 544,999,500.00
Other receivables 166,368,334.30 240,307,524.78
Total 686,367,834.30 785,307,024.78
(1) Dividends receivable
Item 2023.12.31 2022.12.31
Topsino 499,999,500.00 524,999,500.00
Fenglei Electric Power 20,000,000.00 20,000,000.00
Subtotal: 519,999,500.00 544,999,500.00
Less: Provision for bad debts 0.00 0.00
Total 519,999,500.00 544,999,500.00
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(2) Other receivables
@ Disclosure by ageing
Item 2023.12.31 2022.12.31
Within one year 165,941,822.03 239,838,488.56
1 to 2 years 195,161.27 590,397.78
2 to 3 years 276,497.86 149,812.10
3 to 4 years 147,742.10 206,676.00
4 to 5 years 201,676.00 126,228.36
Over 5 years 18,223,163.69 19,105,586.00
Subtotal 184,986,062.95 260,017,188.80
Less: Provision for bad debts 18,617,728.65 19,709,664.02
Total 166,368,334.30 240,307,524.78
Disclosure by nature
Item 2023.12.31 2022.12.31
Provision for Carrying Provision for Carrying
Book balance bad debts amount Book balance bad debts amount
Other
receivables
of each
company 162,423,627.30 0.00 162,423,627.30 238,041,400.41 0.00 238,041,400.41
within the
scope of
combination
Treasury
ksjsgudrsit?/nd 16,954,735.37  16,954,735.37 0.00 17,968,386.04 17,968,386.04 0.00
deposits
External
entities 2,021,697.55 1,299,303.83 722,393.72 1,384,240.83 1,253,731.83 130,509.00
balances
iggg;'lté’ 886,662.78 288,715.23 605,038.61 973,098.11 354,429.35 618,668.76
Amounts of
exercised 597,240.00 0.00 597,240.00 0.00 0.00 0.00
options
Others 2,102,099.95 74,974.22 2,020,034.67 1,650,063.41 133,116.80 1,516,946.61
Total 184,986,062.95 18,617,728.65 166,368,334.30 260,017,188.80 19,709,664.02  240,307,524.78
® Information of provision for bad debts
At year end, provision for bad debts on those in first stage:
Expected credit
loss rate in the Provision for .
Category Book balance next 12 months bad debts Carrying amount Reason
(%)
Provision for bad debts on 0.00 0.00 0.00 0.00
individual item
Provision for bad debts on 163,020,867.30 0.00 0.00  163,020,867.30
portfolio basis
_ AAmounts of exercised 597,240.00 0.00 0.00 597,240.00
options
Other receivables of each o) 43 (57 3 0.00 000 16242362730 Lxpectedto

company within the scope of

be recovered
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Expected credit
loss rate in the Provision for

Category Book balance next 12 months bad debts Carrying amount Reason
(%)

combination

Total 163,020,867.30 0.00 0.00 163,020,867.30

At year end, provision for bad debts on those in second stage:
Expected credit

Category Book balance  loss rate for the Provision for Carrying Reason
e e bad debts amount
lifetime(%o)
Provision for bad debts on
individual item
Provision for bad debts on 5,010,460.28 3319  1,662993.28  3,347,467.00
portfolio basis
Receivable of deposits
under guarantee, deposits and 886,662.78 32.56 288,715.23 597,947.55
lease expenses
Other receivables 4,123,797.50 33.33  1,374,278.05  2,749,519.45
Total 5,010,460.28 3319 1,662,993.28  3,347,467.00
At year end, provision for bad debts on those in third stage:
Expected credit .. .
Category Book loss rate for the Provision for  Carrying Reason
balance R bad debts amount
lifetime(%)
Provision for bad debtson 16 954 735 37 100.00 16,954,735.37 0.00
individual item
Likelihood of
Treasury bonds and security 1 954 735 37 100.00 16,954,735.37 0.00  fecoveryis
deposits ” U expected to be
low
Provision for bad debts on 0.00 0.00 0.00 0.00 _
portfolio basis ' ' ) )
Total 16,954,735.37 100.00 16,954,735.37 0.00
As of 31 December 2022, Information of provision for bad debts:
As of 31 December 2022, Provision for bad debts on those in first stage:
Expected credit
loss rate in the Provision for Carrying
Category Book balance next 12 months bad debts amount Reason
(%)
Provision for bad debts on 0.00 0.00 0.00 0.00
individual item
Provision for bad debts on 53 41 400,41 0.00 0.00 238,041,400.41
portfolio basis
Other receivables of each Expected to
company within the scope of 238,041,400.41 0.00 0.00 238,041,400.41 be rgcovered
combination
Total 238,041,400.41 0.00 0.00 238,041,400.41

As of 31 December 2022, Provision for bad debts on those in second stage:
Expected credit

Category Book balance  loss rate for the Prol:f;s(;o(;lelf)(:: C::JZ::.gt Reason
lifetime(%)
Provision for bad debts on 0.00 0.00 0.00 0.00
individual item
Provision for bad debts on 4,007,402.35 4345  1,741,277.98  2,266,124.37
portfolio basis
Receivable of deposits under 973 095 11 36.42 35442935  618,668.76

guarantee, deposits and lease
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expenses
Other receivables 3,034,304.24 45,71 1,386,848.63  1,647,455.61
Total 4,007,402.35 43.45 1,741,277.98 2,266,124.37

As of 31 December 2022, Provision for bad debts on those in third stage:
Expected credit

Book Provision for Carrying
Category balance loss ;?Z:ilf:::(gl; bad debts amount Reason
(J
Provision for bad debts on 417 965 386,04 100.00  17,968,386.04 0.00
individual item
Likelihood of
Treasury bonds and security 47 966 386 04 100.00  17,968,386.04 000  recoveryis
deposits expected to be
low
Provisipn for. bad debts on 0.00 0.00 0.00 0.00 _
portfolio basis
Total 17,968,386.04 100.00 17,968,386.04 0.00
@Accrual, recovery or reversal of bad debt provision during the period
First stage Second stage Third stage Total
Expected credit Expected credit
Provision for bad debts Expected credit loss for lifetime loss for lifetime
loss within next (no credit (credit
12 months impairment impairment has
occurred) occurred)
Beginning balance 0.00 1,741,277.98 17,968,386.04 19,709,664.02
Movement of beginning
balance during the period
--transfer to second stage 0.00 0.00 0.00 0.00
--transfer to third stage 0.00 0.00 0.00 0.00
--Reverse to second stage 0.00 0.00 0.00 0.00
--Reverse to first stage 0.00 0.00 0.00 0.00
Provision for the year 0.00 -78,284.70 0.00 -78,284.70
Reversal in the year 0.00 0.00 1,013,650.67 1,013,650.67
Transfer in the year 0.00 0.00 0.00
Write-off in the year 0.00 0.00 0.00 0.00
Other movement 0.00 0.00 0.00 0.00
Closing balance 0.00 1,662,993.28 16,954,735.37 18,617,728.65
® No actual written-off of other receivables in this period
® Other receivables due from the top five debtors
. Proportion to Closing
. Closing balance . total other balance of
Name of entity Nature of other Ageing . .
receivables receivables provision for
(%) bad debts
Shenzhen Fenglei Electric Power Othﬁr receivables of Within one
Investment Co., Ltd. (Z& IR, Sach company 129,956,104.29  year, 3-4 70.25 0.00
oy A IR ) within the scope of years
H PCOTH PR combination
Joincare (Guangdong) Special Othﬁr receivables of Within 3
medicine Food Co., Ltd. ({2 # G \?\i/iiihiriotrr?ep(’siggpe of 17,585,141.16 Ityégrs 9.51 0.00
= o INE
(}_“;J:\) #ﬂ‘@ﬁﬂuﬁﬁﬁ LN a) combination
Hua Xia Securities Co., Ltd. (¢ Treasury bonds and Over 5
TR A IR A ) security deposits 16,954,735.37 years 9.17  16,954,735.37
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Closing balance Proportion to Closing
. g . total other balance of
Name of entity Nature of other Ageing . ision f
receivables receivables provision for
(%) bad debts
Health Pharmaceuticals (China) Othﬁr receivables of Within 2
Limited (fg BE 25l () R ea.ch.corr‘]‘pa”y ; 12,320,869.27 1thin 6.66 0.00
D) AR wit in tl e scope 0 years
A 7 combination
Shanghai Frontier Health Other receivables of
Pharmaceutical Technology Co.,  each company Within 3
Ltd. (g7 TAEREEZRICA  within the scope of 5,040,076.35 years 2.12 0.00
PR A 7]) combination
Total 181,856,926.44 98.31 16,954,735.37

@ There were no other receivables derecognised due to the transfer of financial assets in each

reporting period.

(8 There were no assets or liabilities formed by the continuing involvement of transferred other
receivables in the period.

4. Long-term equity investment

Item

Book balance

Provision for

2023.12.31

Carrying amount

Book balance

Provision for

2022.12.31

Carrying amount

impairment impairment
Investmentin 5 (70 7831211 7.010047.91  3.669.668.26420 3453.138312.11 7.010,047.91  3.446,128.264.20
subsidiaries
Investment in 78,827,454.82 0.00 78,827,454.82 78,056,248 .43 0.00 78,056,248.43
associlates
Total 3,755,505,766.93  7,010,047.91  3,748,495,719.02  3,531,194,560.54 7,010,047.91  3,524,184,512.63
(1) Investment in subsidiaries
Provision Closing
Investee 2022.12.31 Increase Decrease 2023.12.31 . . for ba}le_mce of
|mpa|rment provision for
in the year  impairment
Livzon Group 608,741,654.08 0.00 0.00  608,741,654.08 0.00 0.00
Haibin Pharma 783,054,186.38 0.00 0.00  783,054,186.38 0.00 0.00
Joincare Daily-Use 24,116,498.56 0.00 0.00 24,116,498.56 0.00 1,610,047.91
Topsino 813,552,689.31 0.00 0.00  813,552,689.31 0.00 0.00
Taitai Genomics 37,500,000.00 0.00 0.00 37,500,000.00 0.00 0.00
Taitai Pharmaceutical 105,939,709.72 0.00 0.00  105,939,709.72 0.00 0.00
Shenzhen Hiyeah 170,100,000.00 0.00 0.00  170,100,000.00 0.00  5,400,000.00
gf:v‘felf‘ Electric 100,763,433.06 0.00 0.00  100,763,433.06 0.00 0.00
Jiaozuo Joincare 375,000,000.00  150,000,000.00 0.00  525,000,000.00 0.00 0.00
Shanghai Frontier 32,500,000.00 0.00 0.00 32,500,000.00 0.00 0.00
Taitai Biological 4,832,950.00 0.00 0.00 4,832,950.00 0.00 0.00
Joincare Haibin 100,000,000.00 0.00 0.00  100,000,000.00 0.00 0.00
Joincare Special 3,000,000.00 0.00 0.00 3,000,000.00 0.00 0.00
medicine Food
Livzon Biologics 294,037,191.00 0.00 0.00  294,037,191.00 0.00 0.00
Lijian (Guangdong)
Animal Health Co., 0.00 73,500,000.00 0.00 73,500,000.00 0.00 0.00
Ltd.
Wuhan Kangli Health
Investment 0.00 40,000.00 0.00 40,000.00 0.00 0.00
Management Co., Ltd.
Total 3,453,138,312.11  223,540,000.00 0.00 3,676,678,312.11 0.00 7,010,047.91
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(2) Investment in associates and joint ventures
Movement in the year
il:c‘:)eliltelzf)lsl: Adjustment in Announced b lC lOSingf
Investee 2022.12.31 S . . ! Changes distribution - 2023.12.31 _ 2 Anceo
Additions in Decrease in recognized other Provision for provision for
. . . of other ofcash . . Others . .
investment investment under the comprehensive . - Impairment impairment
. . equity  dividend or
equity income rofit
method P
Associates
Ningbo Ningrong
Biomedical Co., Ltd.
(T TR I 2 27,179,209.51 0.00 0.00 606,175.12 0.00 0.00 0.00 0.00 0.00 27,785,384.63 0.00
AHIRAT])
Feellife Health Inc.
(RYIRAE L FE 12,402,324.22 0.00 0.00 -986,141.63 0.00 0.00 0.00 0.00 0.00 11,416,182.59 0.00
FABRAT)
Jiangsu Baining
Yingchuang Medical
TCChHOlOgy Co., Ltd. 28,732,381.11 0.00 0.00 1,365,081.78 0.00 0.00 0.00 0.00 0.00 30,097,462.89 0.00
(L5 A TR BIEST
BHEA IR A )
Shanghai Sheo
Pharmaceutical
Technology Co., Ltd. 9,742,333.59 0.00 0.00 -213,908.88 0.00 0.00 0.00 0.00 0.00 9,528,424.71 0.00
(R R
HBRAT])
Subtotal 78,056,248.43 0.00 0.00 771,206.39 0.00 0.00 0.00 0.00 0.00 78,827,454.82 0.00
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5. Operating income and operating cost
(1) Operating income and operating cost
Item 2023 2022
Revenue Cost Revenue Cost
Primary 2,309,792,979.65  1,280,944,324.62 2,318,838,433.60  1,570,518,398.66
operations
Other. 25,575,430.08 15,675,678.17 55,049,131.18 42,380,613.14
operations
Total 2,335,368,409.73 1,296,620,002.79 2,373,887,564.78 1,612,899,011.80
(2) Disaggregate information of primary operating income
@ Segregation by products
Item 2023 2022
Revenue Cost Revenue Cost
Chemical
pharmaceuticals 2,080,827,107.18 1,150,753,091.34 2,156,627,002.13 1,467,215,984.98
(2= 25%)
Traditional
Chinese
.. 60,534,652.54 35,184,583.04 42,843,606.38 24,726,803.46
medicine (*F25
i 70
Health care
products (FR1E 167,485,390.35 94,205,909.89 119,285,823.66 78,384,343.41
i)
Others 945,829.58 800,740.35 82,001.43 191,266.81
Total 2,309,792,979.65 1,280,944,324.62 2,318,838,433.60 1,570,518,398.66
@ Segregation by operating location
Item 2023 2022
Revenue Cost Revenue Cost
Domestic 2,309,519,252.93 1,280,859,972.72 2,318,555,876.08 1,570,367,026.33
Overseas 273,726.72 84,351.90 282,557.52 151,372.33
Total 2,309,792,979.65 1,280,944,324.62 2,318,838,433.60 1,570,518,398.66
® Segregation by timing of revenue recognition
Item 2023 2022
Revenue Cost Revenue Cost
Commodities
(Recognized at a 2,309,792,979.65 1,280,944,324.62 2,318,838,433.60 1,570,518,398.66
point in time)
Total 2,309,792,979.65 1,280,944,324.62 2,318,838,433.60 1,570,518,398.66
(3) Disaggregate information of other operations
Item 2023 2022
Revenue Cost Revenue Cost
Processing fees 0.00 0.00 4,837,029.47 4,329,387.37
Rental fees 8,744,746.23 964,743.31 9,861,266.50 1,445,184.13
Technical services 2,933,967.45 766,177.99 27,233,207.55 23,946,403.27
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Others 13,896,716.40 13,944,756.87 13,117,627.66 12,659,638.37
Total 25,575,430.08 15,675,678.17 55,049,131.18 42,380,613.14

6. Investment income

Item 2023 2022
Long-term equity investments income under cost method 1,137,547,988.80 985,288,053.40
Long-term equity investments income under equity method 771,206.39 1,326,243.55
Investment income from disposal of long-term equity investments 0.00 4,242,404.46
Dividend income from other equity instrument investments 0.00 512,350.35
Total 1,138,319,195.19 991,369,051.76
XVII. Supplement information
1. Schedule of non-recurring gains or losses
Item 2023 2022
Gain or loss on disposal of non-current assets -169,901.01 -705,357.30
Government grants that are included in the profit and loss(except for
government grants that are closely related to the company’s normal
business operations and that meet the national policy requirements and 233,058,407.11  286,842,932.33
continue to enjoy a certain amount or quantitative basis according to
certain standards)
Except for the efficient hedging related to the Company’s normal
business, profit or loss from changes in fair value as generated from
financial assets and financial liabilities held for trading and gains from -48,440,235.41 -109,887,696.11
investment as a result of the disposal of financial assets and financial
liabilities held for trading and debt investments
Re\_/efsals Qf provision for impairment of accounts receivable with 1,013,650.67 158.470.77
individual impairment test
Other non-operating income and expenses other than the above -41,010,372.38 -23,830,838.49
Total amount of non-recurring items 144,451,548.98 152,577,511.20
Less: effects of income tax on non-recurring items 21,086,934.90 31,919,034.26
:;SS: Non-recurring items attributable to the minority shareholders (after 54.721,622.26 37.113,548.72
Non-recurring items attributable to the shareholders of the Company 68,642,991.82 83,544,928.22

2. Rate of return on net assets and earnings per share

For the year ended 31 December 2023

Profit in reporting period Weighted average Earnings per share
return g“ equity Basic earnings per  Diluted earnings
(%) share per share
Net profit attributable to the shareholders of 11.00 0.7580 0.7565
the Company
Net profit attributable to ordinary
shareholders of the Company after 10.47 0.7219 0.7205
deducting non-recurring gains and losses
For the year ended 31 December 2022
Profit in reporting period Weighted average Earnings per share
return(:’)/n)equlty Basic earnings per  Diluted earnings
()

share

per share
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Net profit attributable to the shareholders
of the Company

Net profit attributable to ordinary
shareholders of the Company after
deducting non-recurring gains and losses

Annual Report 2023
12.23 0.7934 0.7922
11.55 0.7493 0.7482
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