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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.

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

IV. Mr. Zhu Baoguo (5&{%E), the person-in-charge of the Company, and Mr. Qiu Qingfeng
(ERFK=), 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 2022, the Parent
Company generated net profit of RMB849,731,957.95, 10% of which was contributed to the
statutory surplus reserve, namely RMB84,973,195.80, the remainder of which, together with
undistributed profits for the last year of RMB1,400,174,178.18 and gain on disposal of other equity
investments of RMBB80,749,859.60, subtracting cash dividends for the last year of
RMB277,557,631.65, is the profits available for distribution to shareholders for the year of
RMB1,968,125,168.28. The Company plans to distribute cash dividends for the fiscal year 2022,
based on the total number of shares for dividend distribution, which is defined by the total shares of
Company, minus the shares in the Share Repurchase Account, 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.

VI. 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

VIII. 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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designated by CSRC (China Securities Regulatory Commission) during
the Reporting Period




Joincare Pharmaceutical Group Annual Report 2022

Chairman's Statement

Dear shareholders,

2022 was a year of both carrying forward and breaking new ground for the implementation of the
“14th Five-Year” Plan and a crucial year for deeply promoting the “Healthy China’ initiative, and
deepening the reform of the medical and healthcare systems. During this year, the pharmaceutical
industry underwent significant structural adjustments and steadily entered the ‘“new normal” of
transformation and upgrading with more opportunities than challenges. Under the guidance of the
national “14th Five-Year” Plan, a number of major policies and guidelines related to the
pharmaceutical industry have been released and the theme of high-quality development has become
the focus of the new era.

2022 was the 30th anniversary of the establishment of Joincare. During the 30 years with significant
changes in the industry, the Group adhered to the mission of “For the health, For the future” and the
vision to “Diligently make high-quality and innovative drugs”, focused on the high-quality
development of the principal pharmaceutical business, maintained its strategic focuses, and
tactically demonstrated its resilience and potential. Based on the development blueprint outlined in
the Report to the 20th National Congress of the CPC, the Group achieved effective qualitative
improvement and reasonable quantitative growth in expediting product innovation, achieving
technical breakthroughs, expanding industrial chains, enhancing the comprehensive
competitiveness, and accelerating the pace of internationalization. With the fortitudinous and
steadfast efforts of all staff, the Group recorded sustained and steady performance growth and
successfully achieved its annual business goals.

In 2022, the Group realized total revenues of RMB17,143 million, representing a year-on-year
increase of approximately 7.79%,; realized a net profit attributable to shareholders of listed
companies of RMB1,503 million, representing a year-on-year increase of approximately 13.10%;
and realized a net profit attributable to shareholders of listed companies after deduction of the
extraordinary gains and losses of RMB1,419 million, representing a year-on-year increase of
approximately RMB194 million or 15.84%.

We maintained steady performance growth and strived to create higher returns for our
shareholders. Based on the operating results and overall financial position of the Group in 2022,
the Board of Directors proposed that we continue to adopt a stable profit distribution scheme in
2022. 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 (excluding the
number of shares repurchased but not cancelled by the Company) on the equity registration date
designated by the annual profit distribution plan for 2022. No bonus shares will be distributed and
no conversion of capital reserve into share capital will be carried out. The profit distribution scheme
for 2022 is yet to be reviewed and approved at the Company’s 2022 Annual General Meeting.

In 2022, the Group deeply implemented the dual-drive strategy of developing platforms of
both innovative medicines and high-barrier complex formulations, focused on unmet clinical
needs and constantly created and developed new drivers and new advantages. In terms of
R&D innovation, the Group continuously increased R&D expenditures while constantly refining
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differentiated innovation R&D strategies. It combined “long-term” and “short-term” plans on
strategic plannings and pipeline deployments and concentrated on the construction of R&D systems
covering the full lifecycle of drugs development and production.

We continued to increase our R&D expenditures and boosted efforts in the construction of
innovative R&D technology platforms for high-barrier complex formulations, including inhalation
formulation, antibody, and sustained-release microspheres for injections. We have achieved
remarkable results. In 2022, the R&D of many innovative medicine products and high-barrier
complex formulations in the Group’s pipeline made significant progress with 6 products approved
for launching, 5 products applied for production and 5 products approved for clinical trials.

The birth of each new drug or the initiation of each new therapy represents a process of perception
to diseases. In October 2022, Tobramycin Inhalation Solution (247 2 & W A4 K), a blockbuster
product of the Group, was approved for launching. It is the first inhalation drug for bronchiectasis
in the world as well as the first nebulizer inhalation antibiotic launched in China, marking that the
situation of “no drugs available” faced by bronchiectasis patients in China will be significantly
relieved. Meanwhile, it further validates our strategic correctness and the market leader advantages
in the inhalation formulation products market.

While adhering to strengthening independent innovation, the Group also pays close attention to
domestic and overseas cutting-edge technologies and opportunities. In 2022, Joincare and its
subsidiary, Livzon Group, jointly established an industrial investment entity and contributed a total
of RMBI1 billion to strategically invest in high-quality healthcare industry projects, demonstrating
the strength and determination of the Group in boosting industrial innovation through “bringing in
investments”, establishing diversified platforms for incubating and introducing R&D and
innovation projects, rapidly diversifying core pipeline products of the Company and further
bolstering the sustained profitability of the Group.

In terms of business scope innovation, we continued to use our existing strength as a “springboard”
for new businesses, expanding our business territory at a steady pace. In 2022, the Recombinant
SARS-CoV-2 Fusion Protein (CHO Cell) Vaccine “Likang V-017, jointly developed by the Institute
of Biophysics of the Chinese Academy of Sciences and Joincare, was successfully developed and
approved to be included for heterologous booster vaccination.

Our success in R&D of Likang V-01 relies on our ability of R&D transform R&D achievements in
the whole chain from clinical research and production to approval, marketing and terminal
promotion; and the launch of Likang VOI represents significant breakthroughs in both the
construction of the recombinant protein vaccine platform and the commercialization capability in

vaccine market niche.

In the end of 2022, we adopted new measures in the expansion of the business scope. Relying on
the strategic advantages in “APIs-formulations vertical integration” and the leading position in core
pet drugs’ APIs of the two listed companies, Joincare and Livzon Group, we integrated our
advantageous resources in the R&D, production, brand promotion, online and offline marketing
through all channels in the pet drugs sector, coordinated the operation of animal health care products
and further boosted the layout on animal health care formulations.
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In terms of business model innovation, in 2022, the Group continued to strengthen and upgrade
the “patient-centered” digital marketing ecosystem, adopted new digital marketing models for
respiratory drugs, namely “to empower all links including education, screening, diagnosis, treatment,
and medication monitoring, form a closed-loop consisting of doctors, hospitals, patients and
pharmaceutical companies, and explore the external huge market of chronic disease management
with owned traffic, so as to realize real-time interaction between consumers and brands” to expand
to gastroenterological, psychiatric and other advantageous sectors of the Group. In 2022, healthcare
products & OTC segment of the Group successfully promoted the iteration and upgrading of “Taita”
(& K) and other core classical brands through omni-channel strategy. On one hand, it continuously
promoted the reform of the offline team structure, upgraded the distribution channel, integrated the
key chain stores and empowered the Company with resources; on the other hand, it continued to
improve online self-operated channels such as platforms of Tmall, Jingdong (JD), Douyin e-
commerce and WeChat Mall, Leveraging on online quality content platforms, it conveyed the
scientifically based healthcare concept, accurately reached target users and empowered the
revitalization of time-honored brands.

We always adhered to the strategy on the coordinated development of industry and capital
operation. With our top-notch intuition, courage and industry standard, while leveraging on
the opportunities in the capital market, Joincare has maintained the fast-moving edge in the
integration of industry and capital market for three decades.

In September 2022, the Global Depository Receipts (GDRs) of Joincare were successfully listed on
the SIX Stock Exchange, making us the first domestic bio-pharmaceutical enterprise with GDRs
issued and successfully listed in Switzerland. As a result, the two listed companies under the Group
jointly set a precedent for being listed on, in total, four exchanges in China, Hong Kong and
Switzerland. The Group has been paying close attention to policies and opportunities for the
innovative development of the capital market and actively serving the strategic development and
business layout of enterprises through the capital market. The successful issuance of GDRs in
Switzerland represents a key milestone in the internationalization strategy of Joincare, facilitates the
Group’s internalization strategy in expanding businesses overseas, and allows the Company to
develop an international horizon, pattern and operating logic to improve international recognition,
so as to enhance the overall profitability and comprehensive competitiveness of the Company.

We always actively undertake social responsibilities and integrate the ESG concept into all
links of the strategy and operation of the Group with practical actions. We proactively focus
on the internal regulatory environment and external policy guidance and practice the CSR strategy
and social welfare initiatives adapted to our current business situation in combination with China’s

14th Five-Year Plan and the local government’s development plan.

As a leader in domestic market niche of inhalation formulations, we shoulder the undertakings of
pharmaceutical enterprises to serve the country and people. Following the listing of three inhalation
formulation products in the fifth-round national volume-based procurement, including 25 #7®, &7
HIH® N % %® and F7HiiE®, a new product, successfully won the bidding in the seventh round of
national volume-based procurement in July 2022. We have been implementing the concept of
inclusive health through academic works, public welfare actions and the promotion of scientific
popularization to increasingly enhance the awareness on the diagnosis, treatment and management
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of chronic diseases and improve the accessibility of drugs. As of the end of 2022, “Respiratory
Experts' Views” (MW % 5 i), 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, had joined
hands with thousands of 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), bronchiectasis and other respiratory diseases with high morbidity but low
awareness and rate of standardized treatment, supporting the “Healthy China 2030 with practical
actions. In 2022, the segment of inhalation formulations of Joincare realized revenues of RMB1.174
billion, representing a year-on-year increase of 103.37%. Such figures mean that an increasing
number of Chinese people obtain high-quality domestic new drugs at a more affordable price.

In 2022, the Recombinant SARS-CoV-2 Fusion Protein (CHO Cell) Vaccine “Likang V-01” under
the Group was included into the preferred combinations under the Implementation Plan for
Vaccination of Second Booster Dose of COVID-19 Vaccines. During the fight against the COVID-
19 pandemic, the Group contributed the strength of pharmaceutical enterprises in building
immunologic barriers for people with underlying diseases, the elderly, people exposed to high risks
and other key groups through vaccines with excellent protection and high safety. In addition, the
Tocilizumab Solution for Injection (Atvtia) (FEEk BB ST (% 4EZ)) was approved for market
launch in January 2023 and listed in the Diagnosis and Treatment Protocol for COVID-19 (Trial
Version 10) and the Diagnosis and Treatment Protocol for Severe COVID-19 Cases (Trial Version
4), effectively relieving the shortage of drugs for severe COVID-19 patients.

The Group has actively responded to national policies and calls for years. In combination with its
own industrial advantages, the Group jointly launched the “Access to Public Welfare for Chronic
Diseases Prevention and Treatment (3 2185 76 2~ 2 5 H )program, which currently covers 8
provinces and 1 autonomous region. It brought drugs and other materials for patients with chronic
diseases in remote areas, alleviated their medical burdens and further improved the accessibility of
drugs. In 2022, the Group’s public welfare donations amounted to approximately RMB12.117
million.

2023 is the first year for implementing the spirit of the 20th National Congress of the CPC. Based
on the new situation and new stage of the pharmaceutical industry, the Group will anchor in high-
quality development, conduct in-depth layout with the focus on the two strategic orientations of
innovation and internationalization, and review current opportunities and challenges while
continuing to balance aspiration with practicality. Firstly, we will stick to and speed up in R&D
innovation and continuously launch products with high quality and accurate efficacy. Secondly, we
will boost technological and management innovation and vigorously advance the progress of
internationalization. Thirdly, we will bravely try new technologies and models, and implement the
digital and intelligent transformation in all links of industrial chains from R&D, production and
sales to management, so as to improve the operational efficiency and adapt to the new trends of the
pharmaceutical industry and market. The Group will continue to deeply penetrate into the markets
of innovative drugs and high-barrier complex formulations, keep an acute insight on market changes,
break conventional thinking and path dependence, continuously consolidate the industrial position
of the Group in all segments and speed up in promoting the high-quality development of industries.

In 1992, Joincare embarked on its journey with a strong sense of purpose and determination. Over
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the past three decades, it has overcome many challenges and navigated through significant changes
in the industry. This top integrated pharmaceutical enterprise with revenues of RMB17.1 billion,
was not a surf boat but became an aircraft carrier in the domestic field of innovation. It will not only
ride through the ups and downs of the industry firmly and confidently, but also attract, match and
carry more and more like-minded partners to sail, at full speed, towards the new era for the
pharmaceutical industry with a bright future.

On behalf of the Board of the Company, I would like to take this opportunity to express my sincere
gratitude to all Shareholders, all staff of the Group and business partners for their long-lasting care,
companion and support.

Chairman: Zhu Baoguo

7 April 2023
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Financial Highlights

Maijor Financial indicators (RMB100 Million)
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Financial Highlights

Chemical pharmaceuticals (RMB 100 million)
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Chapter 1 Definitions

I. 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

SZSE Refers to Shenzhen Stock Exchange

Baiyeyuan or the Controlling Refers to Shenzhen Baiyeyuan Investment Co., Ltd. * (ZRYIIT H Ak
Shareholder VERH A R A A])

Company, the Company, Group or | o, . . | Joincare Pharmaceutical Group Industry Co., Ltd.* (1
the Group JuZNE R A IR A F])

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
CE Refers to access 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
BE Refers to Bioequivalence
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
) Livzon Pharmaceutical Group Inc.* (TN ¥k = 24 £E [ By
Livzon Grou Refers to
P HIRAT)
- Shenzhen Haibin Pharmaceutical Co., Ltd.* (A H#FIE
Haibin Pharma Refers to ' A
H A PR A7)
) - Joincare Haibin Pharmaceutical Co., Ltd.* ({g f JCiHFR 24
Joincare Haibin Refers to '
MPAT R 23 )
o - Xinxiang Haibin Pharmaceutical Co., Ltd. * (¥ £ #5524
Xinxiang Haibin Refers to
Y A R 7))
N . Shenzhen Taitai Pharmaceutical Co., Ltd. * (A K24
Taitai Pharmaceutical Refers to '
AR A )
- . Shenzhen Taitai Genomics Inc. Co., Ltd. * (RYIIA A IEH
Taitai Genomics Refers to '
LR B2 )
o Shenzhen Taitai Biotechnology Co., Ltd. *(ZIIIA KA
Taitai Biotechnolo Refers to
v R IR A )

Henan Province Joincare Biopharmaceutical Research

Joincare Biopharmaceutical Refers to Institute Co., Ltd. * (VA Fg & {8 B o E Ve 2 R B

Research Institute

FRAFD

. . Jiaozuo Joincare Bio Technological Co., Ltd.* (#/F i
Jiaozuo Joincare Refers to - ’

1a0zHo ol HETC A S IR 7))

. . Joincare Daily-Use & Health Care Co., Ltd. * (f&&cH
Joincare Daily-Use Refers to
Y AR ik 1 PR 7))
Topsino Refersto | Topsino Industries Limited * (i Sk A5 BR A7)
Fenalei Electric Power Refers to Shenzhen Fenglei Electric Power Investment Co., Ltd. *
g CHRIIT AR B BB A 7D
i i * (EEZ (T E

Health Pharmaceutical Refers to %?I?étz\??rmaceutlcal (China) Co., Ltd. * (fi 24l ()
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Shenzhen Hiyeah Industry Co., Ltd. * ( J&YI T ZHi szl

Hiyeah Industr Refers to
Y Y IR )
. . Shanghai Frontier Health Pharmaceutical Technology Co.,
Shanghai Frontier Refers to e
g Ltd. *( bt 7 Tt HEEE 2 BLBE AT IR 24 7))
. . - Joincare (Guangdong) Special Medicine Food Co., Ltd.
Joincare Special Medicine Food Refers to .
P *( T AR B A R )
- T — ; -
Livzon MAB Refers to LIVZ\Oi] MABPharm Inc. * (¥ 117 0N Bk B PiAEEAR A
PR w])
iLi i i * S W 12 5 3 )
Livzon Diagnostics Refers to Zhutlil Livzon Diagnostics Inc. * (- B Il ER 5 Bt
PR 22 )
Fuzhou Fuxin Refers to Livzon Group Fuzhou Fuxing Pharmaceutical Co.,
’ Lt G Bk S A A B 26 T4 )
Livzon Xinbeiiian Refers to Livzon Group Xinbeijiang Pharmaceutical Manufacturing
yiang Inc.*( Bk G T AT B2 0 PR A )
L . Livzon Group (Ningxia) Pharmaceutical Manufacturing
Ningxia Pharmaceutical Refers to Co., Ltd.* ( WEESEM (75 BIZIRA)
) ) Gutian Fuxing Pharmaceutical Co., Ltd. * ( 7 HI4&M%E
Gutian Fuxin Refers to '
g 1 NT))
Zhuhai  FTZ  Livzon  Hecheng  Pharmaceutical
Livzon Hecheng Refersto | Manufacturing Co., Ltd. * ( BRIFARBLX IN ER & il 2545
i)
Livzon Limin Refers to Livzon Group Limin Pharmaceutical Manufacturing
Factory * (i Bk 4 AR K25 )
. . Livzon Group Livzon Pharmaceutical Factory * (FHEk%E
Livzon Pharmaceutical Factor Refers to .
Y R e 24 )
Jia0zu0 Hechen Refers to Jiaozuo Livzon Hecheng Pharmaceutical Manufacturing
’ Co., Ltd.* (#EfE R Bk 22 B4 )
- Shanghai Livzon Pharmaceutical Manufacturing Co., Ltd.
Shanghai Livzon Refers to - -
9 *(_EHERRER LA IR A )
. Sichuan Guangda Pharmaceutical Manufacturing Co., Ltd.
Sichuan Guangda Refers to
’ *C P IBEABIZATIR A )
. . Jiaozuo Jinguan Jiahua Electric Power Co., Ltd. *( #:{E 4>
Jinguan Electric Power Refers to o e
’ IR A )
— Tianjin Tongrentang Group Co., Ltd. * ( R [F{-H 4]
Tianjin Tongrentan Refers to
Jin Tongrentang AT )
i i * Vi iZ M N
Sanmed Biotech Refers to Zhuhal\Eanmed Biotech Inc. * ( ZRifg LR AEMIZWIHIA
AR AE])
Zhuhai Livzon Biotechnology Co., Ltd.*( ki iiH
LivzonBio Refers to ‘ ay ( BRI TTINERAE
WIBE 2 RHEA PR A )
Greenanew Refers to Greenanew (Shanghai) Biotechnology Co., Ltd.
COVID-19 Refers to A new coronavirus (SARS-CoV-2)
. . The outbreak of the disease caused by a new coronavirus
COVID- 19 pandemic or pandemic | Refersto | . "o Apc ~ov/.o
Ruihua Certified Public Accountants | Refers to Ruihua C_:ertlﬁed Public Accountants (Special General
Partnership)
Grant Thornton Refers to Grant Thornton (Special General Partnership)
Reporting Period Refers to From 1 January 2022 to 31 December 2022
End of the Reporting Period Refers to 31 December 2022
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(K R H)

I1. Contact persons and contact information

Board Secretary Representatives of Securities Affairs

Name Zhao Fengguang ( &R ) Li Hongtao( Z=yt# ) and Luo Xiao( #'i )
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 :Lhoiqggaé))%{ggizgﬁm

II1. 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
chqntges zin Changed its registered address to Taitai Pharmaceutical Industrial Building, the Sth
;nglrse:;e 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 L
Zone, Nanshan District, Shenzhen
Postal code of
Office address 518057
Website WWW.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 X .
Shanghai Securities News

annual report
Stock exchange website for disclosing annual
report

Www.sse.com.cn

The place for inspection of annual report Office address of the Company

V. Company stock profile

Company Stock Profile
. . Stock abbreviation prior to
Class of stock |Listed on Stock Abbreviation Stock code change
A Share Shanghai Stock Exchange i T 600380 KR Zk, SRR
. Joincare Pharmaceutical
GDR SIX Swiss Exchange Group Industry Co., Ltd. JCARE /
VI. Other relevant information
Name Grant Thornton (Special General Partnership)
o ) Office address 5th Floor, Scitech Palace, 22 Jianguomen Wai Avenue,
Accounting firm appointed Chaoyang District, Beijing
by the Company (domestic) Name of the
signing Wang Yuan (Fiz) and Wang Qilai (F3:3k)
accountants
Name Minsheng Securities Co., Ltd.
Office address 17th Floor, Block D, Minsheng Financial Centre, 28
Sponsor appointed for Jianguomen Nei Avenue, Dongcheng District, Beijing
performing the duty of representatives
continuous supervisory signing the Yu Chunyu (F-#5%) and Ma Chujin (S47732)
responsibilities during the report
Reporting Period Period of
continuous From 24 October 2018 to 31 December 2019
supervision

Note: According to Article 29 of “Measures for the Administration of the Sponsorship Business for the Offering
and Listing of Securities”, for offering of new stocks or convertible corporate bonds by a company listed on the
main board, 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. 1 1 - 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(E/:Or)lange 2020
Revenues 17,142,753,068.82 15,903,688,266.59 7.79 | 13,521,605,768.20
Net profit attributable to
shareholders of the listed 1,502,595,840.48 1,328,499,432.05 13.10 | 1,120,439,799.25
company
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Net profit attributable to
shareholders of the listed

company after deduction of 1,419,050,912.26 1,224,997,371.57 15.84 966,680,220.14
extraordinary gains and
losses
Net cash flow from 3,077,705,139.29 |  2,563,089,045.24 55.19 | 3,024,999,592.24
operating activities
Increase or

decrease at
the end of the

End of 2022 End of 2021 period over End of 2020
the same
period of last
year(%)
Net assets attributable to
shareholders of the listed 13,121,820,410.55 | 11,820,293,656.69 11.01 | 11,096,125,890.51
company
Total assets 35,729,253,651.41 | 31,103,900,389.29 14.87 | 28,156,977,599.07

(2) Major financial indicators

Major financial indicators 2022 2021 YOY(OCAS:"”QG 2020

Basic earnings per share (RMB/share) 0.7933 0.6864 15.57 0.5753

Diluted earnings per share (RMB/share) 0.7921 0.6858 15.50 0.5728

Basic earnings per share after deduction

of extraordinary gains and losses 0.7492 0.6329 18.38 0.4964

(RMB/share)

Weighted average return on net assets (%) 12.23 11.50 Increased by 0.'73 1041
percentage points

Weighted average return on net assets Increased by 0.95

after deduction of extraordinary gains and 11.55 10.60 . 8.98

losses (%) percentage points

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

VApplicable oN/A

The net cash flow from operating activities was RMB3,978 million, representing a year-on-year
increase of 55.19%, mainly due to the combined effect of an increase in sales receipts and a decrease
in payment of marketing expenses during the Reporting Period.

VIII. Differences in accounting data under domestic and foreign accounting standards

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

o Applicable Y N/A

(2) Differences in 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 2022 by quarter

16



Joincare Pharmaceutical Group

Annual Report 2022

Unit: Yuan Currency: RMB

Ist quarter
(Jan. - Mar.)

2nd quarter
(Apr.- Jun.)

3rd quarter
(Jul. - Sept.)

4th quarter
(Oct. - Dec.)

Revenues

4,657,343,538.89

3,907,601,746.66

4,447,021,452.61

4,130,786,330.66

Net profit attributable to
shareholders of the listed
company

460,537,813.53

340,730,705.97

325,293,433.73

376,033,887.25

Net profit attributable to
Shareholders of the listed
company after deducting
the extraordinary gains or
losses

457,193,702.95

346,800,729.08

312,360,089.27

302,696,390.96

Net cash flow from
operating activities

871,904,476.98

1,031,048,747.81

706,039,308.18

1,368,712,606.32

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

reports
oApplicable VYN/A

X. Items and amounts of extraordinary gains and losses

VApplicable oN/A

Unit: Yuan Currency: RMB

Item of extraordinary gains and losses

2022

2021

2020

assets

Gain or loss on disposal of non-current

-705,357.30

14,492,047.24

102,634,566.25

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)

286,842,932.33

245,335,140.69

246,707,925.30

Profit or loss on debt restructuring

0.00

0.00

-298,617.11

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

-109,887,696.11

8,110,644.25

48,458,672.96

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

158,470.77

1,013,650.67

0.00

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

-23,830,838.49

-30,737,442.83

-22,794,516.25

Less: Effect of income tax

31,919,034.26

39,580,260.30

51,541,134.41

Effect of minority equity (after tax)

37,113,548.72

95,131,719.24

169,407,317.63

Total

83,544,928.22

103,502,060.48

153,759,579.11

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 V N/A
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XI. Items measured at fair value
\ Applicable o N/A

Unit: Yuan Currency: RMB

Item Beginning balance Ending balance Change_for the Effect on proflts.&
period losses for the period
Financial assets 184,638,344.31 109,015,664.98 -75,622,679.33 -113,211,242.08
held for trading
Other equity
instrument 1,408,882,377.42 1,193,958,879.05 -214,923,498.37 18,713,637.23
investments
Financial liabilities
held for trading 143,302.24 755,634.43 612,332.19 -612,332.19
Total 1,593,664,023.97 1,303,730,178.46 -289,933,845.51 -95,109,937.04

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

I. Discussion and analysis of business operation

2022 was a crucial year for China to promote the implementation of the “14th Five-Year” Plan and
the 30th anniversary of the establishment of Joincare. Facing the complex and volatile external
environment and various unexpected hardships and challenge, the Company adhered to the
corporate vision of “Diligently make high-quality and innovative drugs” and the core values of
“Putting People First, Valuing Workmanship and Quality, Pursuing Innovation and Truth, Promoting
Cooperation and Sharing”, and achieved sustained and stable growth by focusing on its principal
business, fully leveraging its comprehensive strengths, increasing investments in R&D to improve
its innovative capability, optimizing the product structure at a faster pace and adapting to the in-
depth market-oriented reform and innovation of the marketing system.

(I) Focusing on innovative drugs and high-barrier complex formulations to promote high-
quality development

Driven by R&D and innovation, the Company has been concentrating on developing innovative
drugs and high-barrier complex preparations to meet the needs of patients. The Company carried
out the R&D of differentiated products covering the full lifecycle of drugs, gradually broke through
technological barriers in segmented industries and developed competitive advantages in the market.
While deeply cultivating inhalation administration, sustained-release microspheres, antibody
technology and other platforms with technical strength, the Company continued to develop and
deploy on platforms for complex injections represented by nanocrystals and liposomes and
constantly consolidated the leading position of the Company in the domestic high-end complex
formulations. During the Reporting Period, the Company made a significant headway in developing
multiple medicines in our R&D pipeline and sped up the innovation process. Tobramycin Solution
for Inhalation (478 =W AJE ) was approved for market launch. The Recombinant SARS-
CoV-2 Fusion Protein Vaccine (Likang) was successfully included for the emergency use for
heterologous booster vaccination. Indacaterol Maleate Powder for Inhalation (£ 5RM& Efi 1A% 27 1
AH % 55)) and Ilaprazole Sodium for injection (35 F 5 H7 M4 44) with new indication had
applied for production. Salmeterol Xinafoate-Fluticasone Propionate Powder for Inhalation (¥)3&
5 B RN R 55 771)), Aripiprazole Microspheres for Injection (741 FH B 37 WK MR EK) (1-
month sustained release), Recombinant Anti-human IL-17A/F Humanized Monoclonal Antibody
for Injection (B HTN 1L-17A/F NEAL H v BEHUAARTE ST ) and XYP-001 were currently under
clinical studies. The Company has been paying attention to the R&D of drug-device combinations.
Two products developed by the Company have obtained the registration certificates of class II

medical devices and one product has obtained the filing certificate for medical devices.
While continuously strengthening independent innovation, the Company has been paying close
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attention to cutting-edge technologies, enhancing external cooperation and actively promoting
innovative business cooperation models in global market. It has been actively seeking opportunities
for frontier technology expansion and global product layout through cooperative development and
licensing, among other means, to strengthen its commercialization and integration capabilities. The
Company has been strengthening the licensing on introduction of products in core sectors,
authorizing the introduction of various projects in the fields of respiratory, psychiatry and
gastroenterology and expanding the R&D pipeline of the Group. It has made phased progress in
collaborative projects. XYP-001 and Asenapine transdermal patch licensed-in were approved for
clinical trials in China. Moreover, the Company succeeded in exporting its products under research,
with its R&D strength gradually recognized by overseas markets. The Company is still continuously
advancing international cooperation and licensing on innovative products and pipelines, and
conducting negotiations on cooperation with various parties in the international community. For
Tobramycin Inhalation Solution (%17 %5 2 W A K), an modified new drug, the Company is

conducting negotiations on licensing with customers in Europe, Southeast Asia and other regions.

(IT) Innovating a diversified marketing model to enhance corporate brand value

In 2022, the marketing teams of prescription medicines actively implemented the sales strategies
and completed the following key tasks: strengthening product and brand promotion, integrating
resources of end-users, focusing on appraisal of hospitals at above grade II, and enhancing the
hospital coverage of core brands and fulfillment rate of evaluation indicators. During the Reporting
Period, the hospital coverage rate of key products continued to rise, and the overall sales revenues
of prescription medicines showed a steady increase compared with the previous period. As Online
and offline linkage of prescription drugs were enhanced, and with “patients” as the starting point,
online digital marketing was continuously promoted, content construction on doctors intensified,
diseases management knowledge spread, cooperation between hospitals and chain pharmacies
deepened, and offline patient services, brand reputation and patient satisfaction improved. We
continued to carry out evidence marketing, boost academic marketing and maintain close
communication with domestic and international academic communities. Tobramycin Inhalation
Solution (247 % R WAV, Naprazole series(3 3 H7M: 5:71) and other key products were
incorporated into several core guides and clinical consensus. The clinical and pharmacoeconomic
study for key products went on smoothly, boosting continuous growth of products. We actively
follow up the implementation of policies on national medical reform, and two products are included
into the 7th round national volume-based procurement to reduce the price and improve the

accessibility to patients.

Actively expanding overseas markets remained the focus for API marketing this year. Against the
backdrop of the complicated and severe global economic situation and increasingly fierce
competition in API sales in 2022, the sales team of the Company deeply explored in the market and
advanced against headwinds, achieving remarkable performance. The Company increasingly

became the preferred strategic partner of global leading pharmaceutical enterprises. Sales of high-
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end antibiotics and high-end pet drugs achieved remarkable growth. More than ten products further
consolidated their advantages while maintaining the biggest market share in the global export
market. In addition, after over ten years of development, the pet API of the Company occupied a
large global market share, and it has established strategic partnerships with many multinational
animal healthcare companies. The Company’s first pet formulation product - Imidacloprid and
Moxidectin Spot-on Solutions (Mt HUIBK 5L & 52 T ¥ 71])-had been launched for sale in 2022.

(IIT) Attaching equal importance to quality and efficiency, and entering a new stage of
internationalization

Adhering to the concept that quality, safety and environmental protection are the lifeline, the
Company conducted systematic control of quality and safety risks, improved the management
mechanism, and increased investment in safety and environmental protection, to ensure production
safety and stable quality of drugs. At the same time, the Company always adheres to the principle
of sustainable development and integrates the concept of green development into operation and
management processes. It promoted lean production of major products through green chemical
technological means and the improvement and upgrading of equipment and facilities to improve the
production efficiency, achieving comprehensive cost reduction and efficiency improvement. While
constantly consolidating the foundation for environmental protection and safety, improving the
quality study on existing products, optimizing the production process, and promoting the
normalization of GMP, all production enterprises have been actively applying for international

certification, thus the internationalization process is further accelerated.

With respect to formulation products, the Company strengthened overseas market access, product
registration and promotion of inhalation products, assisted reproductive products,
gastroenterological products, antiviral products, etc. Ilaprazole Sodium for injection (41 H 3
$7 M%) and Tlaprazole Enteric-Coated Tablets (3547775 1), key products of the Company,
were approved to be launched for market in Indonesia. The work related to overseas registration of
Recombinant Human Choriogonadotropin alfa for Injection (V41 H 820 N 4% {214 %) is being
promoted, the submission of registration materials has been completed in Indonesia, Pakistan, five
countries in Central and South America and 2 countries in Central Asia, and it has been approved to
be launched for market in Tajikistan. Budesonide Suspension for Inhalation (7 i 5 5 A\ JR &
%), Compound Ipratropium Bromide Solution for Inhalation (W A\ FH & 77 7 N FLIREZER) and
other products are undergoing registration in the Philippines and other countries. Budesonide
Suspension for Inhalation has completed registration in Macau and the company completed the first
overseas sale of inhaled formulation products. With respect to APIs, during the Reporting Period,
the Company obtained 4 international authentication certificates for APIs and intermediates, namely
1 EU GMP certificate for Teicoplanin (¥ 2% 4 7*) and Vancomycin Hydrochloride (3518 /7 15 % %);
and 3 CEP certificates, namely the CEP certificate for Moxidectin (375 57, |"), the CEP certificate
for Acarbose (Fi[-< % §#) and the CEP certificate for Tobramycin (% i % ).
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(IV) Implementing scientifically-based lean management and improving the overall operating
efficiency

During the Reporting Period, the Company ensured that the management processes follow the
development of the Company by improving the management efficiency through formulating and
optimizing management processes and strengthening standardized operation and risk control. The
Company raised higher requirements and targets on work related to the sustainable development,
released appraisal rules on ESG indicators and actively performed social responsibilities. The
Company intensified the management by an objective system with OKRs and KPIs in parallel, with
full cooperation and support from all functional departments to provide strong services and
guarantee for R&D, production and marketing, attached great importance to talent acquisition and
team building, implemented the A/B role working mechanism, enhanced the working capability of
employees, continued to introduce global high-end talents while strengthening identification,
training and promotion of internal talents to ensure stability of the core talent team, actively
disseminated the corporate culture and developed highly unified core values of enterprises to
enhance their sense of happiness and enterprise identity, so as to achieve greater cohesiveness and

affinity in the workplace.

(V) Practicing corporate social responsibility to boost sustainable development

The Company adhered to the path of green development and facilitated the achievement of “carbon
peaking and carbon neutrality” targets with practical actions. Through the formulation of the
“Energy Conservation and Emission Reduction Targets 2021-2025”, it continuously promotes all
its production enterprises to carry out energy saving and emissions reduction and complete the
environmental management targets for 2022. During the Reporting Period, the Company introduced
the Environmental Management Targets on Carbon Emissions and strived to achieve carbon
neutrality by 2055. While focusing on its own development, the Company always participates in
social welfare initiatives and vigorously undertakes social responsibilities. The Group has actively
responded to national policies and calls for years. In combination with its own industrial advantages,
the Group jointly launched the “Access to Public Welfare for Chronic Diseases Prevention and
Treatment (3 2 12 %5 [y 5 /A 25 I H )’program, which currently covers 8 provinces and 1
autonomous region. It provided drugs and other materials for patients with chronic diseases in
remote areas, alleviated their medical burdens and further improved the affordability of drugs. In
addition, the Company actively conducted public welfare and science popularization activities,
deeply spread knowledge on diseases through preparing videos on public welfare and science
popularization, invited experts to conduct livestreaming on public welfare and science
popularization, and hosted public welfare lectures. It carried out bronchiectasis assistance programs
as well. Through the “Enterprise WeCom Expert’s little helper”, it provided one-to-one services for
bronchiectasis patients and offered medication consultation, disease consultation, free expert
diagnosis and other services. In 2022, the Company’s public welfare donations amounted to

approximately RMB12.117 million.
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II. 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. According to the
14th Five-Year Plan for the Development of Pharmaceutical Industry( VU B 245 Tk & fé it
X)), the overall development of the pharmaceutical industry will reach a new level. 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. In 2022, 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 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.

The R&D expenditures in new drugs in the pharmaceutical industry remained high and the pipeline
of new drugs under research was increasingly diversified. In 2022, 10 innovative chemical drugs,
31 modified new chemical drugs, 6 innovative biological drugs and 5 new TCM drugs were
approved for market launch. The number of new drugs approved for market launch remained
relatively stable. Meanwhile, the time from the launching of innovative drugs to the inclusion in the
medical insurance system was shortened from the original 4-5 years to the current about 1 year. The
application of innovative drugs with “clinical value” in hospitals was further accelerated. Data of
National Bureau of Statistics shows that in 2022, enterprises in the pharmaceutical manufacturing
industry above designated scale in China recorded revenues of RMB2,911.14 billion, representing
a year-on-year decrease of 1.6%; operating costs of RMB1,698.46 billion, representing a year-on-
year increase of 7.8%; and total profits of RMB428.87 billion, representing a year-on-year decrease
of 31.8%.

III. Overview on the businesses of the Company during the Reporting Period

(I) 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 comprehensive product
series and mix provide larger market and growth opportunities for the Company. Main products of

the Company are as follows:
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(II) 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

Taking independent R&D as the mainstay and combining 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
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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
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, ISO9001 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
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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.

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. 2 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.
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(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 92 subordinate offices across China 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 78 businesses in drug distribution line and approximately 25 businesses in food
distribution line with more than 150,000 subordinate secondary businesses and terminal 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(ZX %), Jingdong (&%
%) , Douyin ($}9%) , Kuaishou (tF) and Pinduoduo (% £).

(111) Industry status of the Company

Through years of development, the Company has become a comprehensive pharmaceutical
enterprise covering multiple areas including chemical pharmaceuticals, biologics, chemical APIs
and intermediates, traditional Chinese medicine, diagnostic reagents and equipment, health care
products, etc. In terms of revenues in 2021, the Company ranked sixth among the listed integrated
pharmaceutical enterprises in China. Chemical pharmaceuticals are the largest revenue generator of
the Company, among which gastroenterological products, anti-infection products and gonadotropic
hormones products 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.

In terms of R&D expenditures in 2021, the Company ranked fifth among listed integrated
pharmaceutical enterprises in China. During the Reporting Period, with solid strength in R&D,
production, and steady marketing presence, the Company ranked Top 10 in 2021 Annual Ranking
of Top 100 Chinese Chemical Drug Enterprises and Top 100 in the “2022 Annual Ranking of

Chinese Pharmaceutical R&D Comprehensive Strength”.

(1V) Performance drivers during the Reporting Period

In 2022, the Company actively implemented sales deployment, strengthened market promotion and
reinforced sales specialization. In addition, the Company increased digital marketing and enhanced
delicacy management. That is how we can realize steady growth of main business revenues and
consolidate the foundation and ability of sustainable development of enterprises. During the

Reporting Period, sales of main varieties in key specialist areas, especially in fields of respiratory
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and psychiatry of the Company, kept steady growth, and contribution of sales revenues from key
preparation products to overall revenues was continuously improved. In addition, the proportion of
sales and profit of high-end APIs increased as the Company has been taking measures to integrate
resources, optimize product structure, and reinforce international certification while actively using
advanced technologies including synthetic biology and continuous production to ensure green

production.

IV. Analysis of core competitive strengths during the Reporting Period
Applicable 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
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.
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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
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.

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
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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 RMB17,143 million, representing
a year-on-year increase of approximately 7.79%; a net profit attributable to shareholders of the listed
company of RMB1,503 million, representing a year-on-year increase of approximately 13.10%, and
a net profit attributable to shareholders of the listed company after deducting the extraordinary gains
or loss of RMB1,419 million, representing a year-on-year increase of approximately 15.84%. In

2022, 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 44.77% equity
interest in Livzon Group (000513.SZ, 01513.HK). During the Reporting Period, Livzon Group
(excluding Livzon MAB) realized revenues of RMB12,424 million, representing a year-on-year
increase of approximately 3.35%; and realized a net profit of approximately RMB1,038 million

attributable to shareholders of the Company.

During the Reporting Period, the sales of the drug formulation segment of Livzon Group increased
steadily, and recorded the steady growth in the proportion and profitability of high-end specialty
APIs in the API segment. The sales of its products in the key therapeutic areas are as follows:
Gastroenterology products realized revenues of RMB3,436 million, representing a year-on-year
decrease of approximately 6.48%; gonadotropic hormones products realized revenues of RMB2,591
million, representing a year-on-year increase of approximately 5.64%; and psychiatry products
realized revenues of RMB545 million, representing a year-on-year increase of approximately
32.19%.

(2) Livzon MAB

As at the End of the Reporting Period, the equity interest directly and indirectly held by the
Company in Livzon MAB was 55.90%, and the amount affecting the Company's net profit
attributable to the parent company for the current period was approximately RMB-446 million.
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During the Reporting Period, Livzon MAB focused on promoting the application on conditional
marketing approval of the Recombinant SARS-CoV-2 Fusion Protein Vaccine (F 2887 4 &R
RS 2L (& 1) (Likang). Livzon MABcompleted the Phase 111 clinical master analysis report
for sequential immunization and basic immunization and submitted related application materials to
CDE in February and May 2022, respectively. It was approved for the domestic heterologous
booster vaccination in June 2022 and was officially included into the national immunization plans
in September of the same year. Currently, it has been applied in the booster vaccination in over 20
provinces and municipalities across China. To meet the market demand, Livzon MAB has
completed the construction of the third preparation workshop (2-tests and 10-tests production line),
which has been fully put into operation, on the basis of the existing 1 stock solution production line
and 2 preparation production lines. In addition, in response to the global trend of COVID-19
pandemic and the prevalence of COVID-19 variants, Livzon MAB developed several vaccines
against the variants and related bivalent vaccines and carried out explorations on enhanced
immunization with portfolios of various types of vaccines. During the Reporting Period, Livzon
MAB carried out the R&D of bivalent vaccine BV-01-B5 on prototype strain + Omicron strain.
Data showed that BV-01-B5 has outstanding cross-neutralization effects on Omicron BA.4/5 and
other subtypes. Currently, complete clinical application materials for the bivalent vaccine have been

submitted and are under CDE’s review.

On the other hand, Livzon MAB continued to focus on new molecules, new targets and
differentiated molecular designs in the fields of tumors, immune diseases and assisted reproduction.
During the Reporting Period, Livzon MAB made phased progress in the R&D of the following
projects: Recombinant Human Choriogonadotropin alfa for Injection (7E& F 40 N AR 1 R)
was approved for launching in 2021 and had started sales, which is the first generic drug of its kind
in China. Livzon MAB had been actively promoting overseas registrations. Its submission of
registration materials had been completed in Indonesia, Pakistan, five countries in Central and South
America and 2 countries in Central Asia and the drug had been approved for launching in Tajikistan.
The application for launch approval on Tocilizumab Solution for Injection (FEEkH. 511 FHK) (i.e.
Recombinant Humanized Anti-human IL-6R Monoclonal Antibody Solution for Injection (F 20 A
PPN IL-6R B 50 B P4 VE S1%) , with the indication of rheumatoid arthritis, had been
approved. Meanwhile, it was listed in the Diagnosis and Treatment Protocol for COVID-19 (Trial
Version 10) and the Diagnosis and Treatment Protocol for Severe COVID-19 Cases (Trial Version
4). With tight domestic supply of brand-name drugs at the end of 2022 and the beginning of 2023,
the approval for market launch of Tocilizumab Solution for Injection of Livzon MAB relieved the
tight supply to a certain extent. The phase Il clinical trials for Recombinant Anti-human IL-17A/F
Humanized Monoclonal Antibody for Injection (FEZHFT A IL-17A/F A JRAL B 78 B Hi AR E S R)
were completed and Livzon MAB was about to conduct the phase 11 clinical trials. Results showed
that such product has fast action, outstanding efficacy, long maintenance of efficacy and other

clinical advantages. It has better efficacy than IL-17A single-target drug and is expected to provide
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better solutions for psoriasis treatment in China. Moreover, the product with ankylosing spondylitis
indication jointly applied for clinical trial by Livzon MAB and Beijing Kanova was under the

preliminary analysis of interim data of the phase 11 clinical trials.

In addition to advancing projects in the clinical phase, Livzon MAB is also exploring through R&D
in areas such as bispecific antibodies and NKT cell therapy. With more and more products approved
for market launch, Livzon MAB expanded its pharmacovigilance, production quality, production
and sales linkage and other relevant teams, gradually enhanced the GMP system and

industrialization capability and improved the overall operational capability.
(3) Joincare (excluding Livzon Group and Livzon MAB)

During the Reporting Period, Joincare (excluding Livzon Group and Livzon MAB) realized
revenues of RMB4,832 million, representing a 17.04% year-on-year increase of approximately, and
realized a net profit attributable to shareholders of listed companies of RMB929 million,
representing a year-on-year increase of approximately 43.00%. Joincare realized a net profit
attributable to shareholders of the listed company after deducting the extraordinary gains and losses
of RMB863 million, representing a year-on-year increase of approximately 39.73%. Key results of

the main business segments are as follows:
@D Prescription medicines

During the Reporting Period, Joincare (excluding Livzon Group and Livzon MAB) realized sales
revenues of RMB2,120 million from prescription drug segment, representing a year-on-year
increase of approximately 18.46%. 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
RMB1,174 million, representing a year-on-year increase of 103.37%; the revenues generated from

the field of anti-infection totaled RMB921 million, representing a year-on-year decrease of 22.76%.

In 2022, the Company gradually enhanced the national sales team in respiratory line, established a
three-level fine marketing development system of regional managers, provincial managers, and
development managers, actively taking various measures to speed up the penetration of key products
into hospitals: 1. The coverage and fulfillment rate of evaluation indicators were enhanced; the
development speed of respiratory variety was obviously accelerated; drug formulary expansion of
more than 2,200 hospitals above grade Il was newly conducted throughout the year; 2. Rapid
coverage and sales growth of the Levosalbutamol Hydrochloride Nebulizer Solution (3:f2 270 T
Ji B AL N VAR was realized by taking the opportunity that the drug was included in the China’s
National Reimbursement Drug List (“NRDL”); 3. Construction of digital marketing platforms was
continuously advanced, marketing process accelerated through digital means and the brand
comprehensively communicated via the platform of “Respiratory Experts' Views” ("I % 5K i5);
4. With three inhalation formulations being included to the fifth batch of the volume-based

procurement and one inhalation formulation being included to the seven batch of the volume-based
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procurement, the Company has rapidly tapped into the domestic sales market and gradually
improved market share for inhalation formulation products; 5. Construction of regional warehouses
in 10 regions across the country completed, including Shijiazhuang, Wuhan and Zhengzhou and
were put into operation in 2022, which effectively ensured the timely and efficient distribution of
drugs.

® APIs and intermediates

During the Reporting Period, Joincare (excluding Livzon Group and Livzon MAB) realized sale
revenues of RMB2,360 million from APIs and intermediates segment, representing a year-on-year
increase of approximately 16.05%.

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,
Joincare actively expanded domestic and international markets for the key product 7-ACA by
optimizing strategic cooperation channels and strengthening in-depth cooperation with strategic
customers. Leveraging the advantages in the upstream and downstream industry chains, we
continued to increase our market share. The export share of Meropenem Trihydrate (3% 5% 541
#7) has repeatedly set a new high. Despite increased competition in the market this year, the
Company continued to strengthen its position in the market through making plans in advance, thus
the sales and profit of the product hit a historical high. In addition, the Company applied the
registration for Meropenem Trihydrate and Meropenem Crude (35 %' 5 4 #H /1) in Japanese market
and Italian market, respectively, boosting market development efforts for the products to expand
overseas market share. With the implementation of the centralized procurement of Meropenem for
injection, the Company displayed the advantages of APIs-preparations vertical integration and

actively explored domestic APl markets in response to the impacts of centralized procurements.

In terms of API R&D, the Company focuses on two frontier fields to carry out key scientific research.
Firstly, through the transformation and selection systems previously established and in combination
with metabolic engineering, gene editing, systems biology, enzyme directed evolution, high-
throughput screening and other technologies, the Company further optimized conditions for all
processes of genetic modification, gene editing and strains selection. The Company has obtained
more than 450 potential Cephalosporin C (3kffi%, CPC) high-yielding mutant strains from over
65,000 acremonium chrysogenum (=35 3 Tii {1 2%) strains in the initial screening. It obtained 3 new
CPC high-yielding mutant strains for large-scale industrial fermentation through selection, which
made the average CPC yield per unit increased remarkably. Secondly, leveraging on the computer-
assisted protein engineering technology platform and through the omics research, rational

transformation and metabolic regulation on strains, the Company successfully developed screening
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strategies on metabolite biosensor applicable to aromatic amino acid and its intermediate products
relying on the optimization of metabolic pathways guided by machine learning. Moreover, the
Company made phased progress in the selection of doramectin, Acarbose, pleocidin, erythrocin,
vitamin B2, levodopa, a-arbutin and other industrial strains and in the improvement of production
process.

@ Health care products and OTC drugs

During the Reporting Period, Joincare (excluding Livzon Group and Livzon MAB) realized
revenues of RMB309 million from health care products and OTC segment, representing a year-on-
year increase of approximately 7.24%.

During the Reporting Period, the Company established a data-driven digital marketing system with
user operation as the core to drive sales growth. On content marketing front, it focused on
strengthening its exposure on social media platforms such as Douyin, RED(/N4L.13) and WeChat,
established cooperative relationships with several professional KOLs and promoted brands and
products through graphics, short videos and livestreaming, to greatly enhance its brand exposure
and at the same time to spread common knowledge on healthcare. In terms of brand marketing, it
jointly unveiled the White Paper on Melasma Prevention and Treatment with industry associations
and professional physicians, carried out common knowledge education and conveyed scientifically-
based health concepts to foster its professional brand image and reputation. In terms of channel sales,
in addition to maintaining the existing sales model of offline channels, we focused on expanding
businesses through online channels such as Tmall, JD.com and Douyin to increase the penetration

rate of channels, thereby boostering brand sales.

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

Unit: Yuan Currency: RMB

) Amount for the same
Item Amount for the period . Change (%)
period of last year

Revenues 17,142,753,068.82 15,903,688,266.59 7.79
Operating costs 6,252,265,308.40 5,716,293,887.58 9.38
Selling expenses 4,950,802,456.16 5,026,812,145.41 -1.51
Administrative expenses 992,483,591.51 939,253,444.33 5.67
Financial expenses -352,447,424.62 -92,894,751.72 N/A
R&D expenses 1,742,088,079.94 1,397,131,273.33 24.69
Net cash flow from operating

o 3,977,705,139.29 2,563,089,045.24 55.19
activities
Net cash flow from investing activities -2,252,167,188.62 -1,964,157,731.17 N/A
Net cash flow from financing

. 566,122,659.80 -974,904,353.44 N/A
activities
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Reasons for changes in financial expenses: Mainly due to the increase in interest income and the
increase in foreign exchange gains as a result of exchange rate changes during the Period.

Reasons for changes in net cash flow from operating activities: Mainly due to the combined effect
of an increase in sales receipts and a decrease in payment of marketing expenses during the
Reporting Period.

Reasons for changes in net cash flow from financing activities: Mainly due to the combined effect

of new borrowing and investment absorption (through GDR issuance) during the Reporting Period.

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

oApplicable VN/A

2. Analysis of revenues and costs

VApplicable oN/A

During the Reporting Period, the Company realized revenues of RMB17,143 million, representing
a year-on-year increase of 7.79%; the operating costs totaled RMB6,252 million, representing a

year-on-year increase of 9.38%.

(1). Composition of principal businesses by industry, product, region and sales model

Unit: Yuan Currency: RMB

Principal business by industry

YoY YoY .
. . . YoY change in
. . Gross profit | changein | changein i
By industry Revenues Operating costs - . gross profit
margin (%) | revenues | operating margin (%)
(%) costs g
Pharmaceutical Decreased by
manufacturing 17,005,972,382.14 | 6,157,580,341.92 63.79 8.03 9.90 | 0.62 percentage
Industry points
Decreased by
Service industry 6,761,356.72 2,750,242.27 59.32 34.89 55.02 | 5.28 percentage
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
. Increased by
Chemical
. 9,226,385,569.43 | 1,813,969,087.68 80.34 3.94 3.44 | 0.09 percentage
pharmaceuticals .
points
Chemical APIs Increased by
and 5,229,641,907.04 | 3,409,781,896.55 34.80 11.50 7.06 | 2.70 percentage
intermediates points
Traditional Decreased by
Chinese 1,296,583,761.24 427,894,665.07 67.00 16.88 44.89 | 6.38 percentage
medicine points
Diagnostic Decreased by
reagents and 723,535,115.00 352,636,503.06 51.26 -0.05 10.49 | 4.65 percentage
equipment points
Biologics 408,488,131.90 | 106,811,638.64 73.85 8094 | 5es.0g | Decreased by
19.07 percentage
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points

Health care

Decreased by

121,235,545.22 46,223,021.02 61.87 5.27 37.35 | 8.91 percentage
products .
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 14,170,771,017.92 | 4,326,229,111.25 69.47 7.56 12.73 | 1.40 percentage
points
Increased by
Overseas 2,841,962,720.94 | 1,834,101,472.94 35.46 10.51 3.80 | 4.17 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 11,185,248,628.68 | 2,566,303,271.29 77.06 451 11.47 | 1.43 percentage
points
Increased by
Direct sales 5,827,485,110.18 | 3,594,027,312.90 38.33 15.54 8.83 | 3.80 percentage

points

Note: Biological products include Recombinant SARS-CoV-2 Fusion Protein Vaccine (Z 21577

LRI B flA B 1% 1), Mouse Nerve Growth Factor for Injection (73 5 FH B2 A2 K K1),

Bifidobacterium Viable Capsule (RS B i B i ), Recombinant Human Choriogonadotropin

alfa for Injection (VEHH H B 20 A GRAR 1% %), ete.

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

model

During the Reporting Period, the Company’s principal businesses generated revenues of
RMB17,013 million, representing a year-on-year increase of RMB1,266million or 8.04%.

The growth of the Company’s revenues of principal businesses was primarily due to the Company’s
continuous efforts in promoting marketing reforms, fully facilitating the mass market product
channels and accelerating sales in key specialist fields. Sales of main varieties in the key fields of
chemical pharmaceuticals kept sustained robust growth. In addition, the sales revenues of APIs
segment grew noticeably with an obvious increase of gross profit margin as the Company taken
measures to integrate resources, adjust product portfolio, reinforce international certification while
actively using advanced technologies including synthetic biology and continuous production to
ensure green production.

(2). Analysis of production and sales

JApplicable oN/A
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. Yoy . YoY YoY change in
Main . . Inventory | changein .
Unit Production Sales . change in Inventory
products level production
sales (%) (%)
(%)
llaprazole Ten
sodium for thousand 1,866.33 1,956.16 225.38 29.94 57.12 -28.71
injection boxes
e |
- thousand 151.98 151.94 - -2.39 10.47 -
Microspheres
L ampules
for Injection
g |
thousand 2,502.09 2,257.23 482.82 28.25 9.82 101.71
Coated boxes
Tablets
Meropenem Ten
F.J - thousand 1,873.59 2,011.01 13.32 2.59 1.71 -91.16
for Injection
ampules
7-ACA
(including D- | Ton 3,065.58 3,018.95 102.50 5.57 1.07 83.43
7ACA)

Explanations on production and sales

In 2022, the Company actively implemented sales planning, stepped up efforts in marketing, and

enhanced specialized and fine sale management, thus leading to significant increase in the output

and sales volume of our major product, Ilaprazole sodium for injection. The change in inventory

was mainly due to the supply and demand at the end of the year and the stock preparation for the

new year.

(3). Performance of major procurement contracts and major sales contracts

oApplicable VYN/A

(4). Cost analysis

Unit: Yuan
Asa
Asa percentage
Amount incurred percentage Arr_10unt incurred of tOt::il Yoy
. Cost . of total in the same costs in
By industry in the current . . change
components . costs in period of the same
period ) . (%)
the current previous year period of
period (%) previous
year (%)
Costs of 3,908,782,585.27 6252 | 3,426,827,118.77 50.95 | 14.06
materials
. Labor costs 809,277,538.94 12.94 619,622,563.47 10.84 | 30.61
Pharmaceutical Manufacturin
manufacturing costs g 1,684,532,284.52 26.94 | 1,487,278,456.52 26.02 | 13.26
Indust
naustry Depreciation 406,107,662.76 6.50 | 322,761,251.80 565 | 2582
Others -559,185,005.37 -8.94 | -141,969,567.28 -2.48 N/A
Subtotal 6,249,515,066.13 99.96 | 5,714,519,823.28 99.97 9.36
Service Costs of 512,284.05 0.01 408,782.66 0.01 | 25.32
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industry materials
Labor costs 1,757,712.56 0.03 1,022,280.28 0.02 71.94
Manufacturing 327,719.99 0.01 223,280.63 0.00 | 46.77
costs
Depreciation 152,525.67 0.00 119,720.73 0.00 | 27.40
Subtotal 2,750,242.27 0.04 1,774,064.30 0.03 | 55.02
Costs of
. 3,909,294,869.32 62.53 | 3,427,235,901.43 59.96 | 14.07
materials
Labor costs 811,035,251.51 12.97 620,644,843.75 10.86 | 30.68
Total Z)Z?S”fam“””g 1,684,860,004.51 26.95 | 1,487,501,737.14 26.02 | 1327
Depreciation 406,260,188.43 6.50 322,880,972.53 5.65 25.82
Others -559,185,005.37 -8.94 | -141,969,567.28 -2.48 N/A
Subtotal 6,252,265,308.40 100.00 | 5,716,293,887.58 100.00 9.38
Asa
Asa percentage
Amount incurred percentage Amount incurred of totgl Yoy
Cost . of total in the same costs in
By product in the current - . change
components . costs in period of the same
period . . (%)
the current | previous year period of
period (%) previous
year (%)
Costs of 36,089,962.70 058 |  26,560,959.72 046 | 3588
materials
Labor costs 11,329,854.63 0.18 6,336,694.50 0.11 | 78.80
Health care Manufacturing 9,444,348.04 0.15 2,677,541.36 0.05 | 252.72
products costs
Depreciation 5,463,682.37 0.09 2,564,510.61 0.04 | 113.05
Others -16,104,826.72 -0.26 -4,487,206.18 -0.08 N/A
Subtotal 46,223,021.02 0.74 33,652,500.02 0.59 37.35
Costs of 3,841,254,506.51 61.44 | 3,359,165272.77 58.76 | 14.35
materials
Labor costs 795,400,898.83 12.72 611,624,924.03 10.70 30.05
. Manuf :
Pharmaceutical | Manufacturing | 4 ¢ 536 514 og 25.92 | 1,435,952,937.90 2512 | 12.84
Products costs
Depreciation 400,238,957.27 6.40 320,084,243.85 5.60 | 25.04
Others -546,139,386.60 -8.74 | -157,879,982.96 -2.76 N/A
Subtotal 6,111,093,791.00 97.74 | 5,568,947,395.59 97.42 9.74

Other information on cost analysis

Cost and variety of main medicinal herbs used in main TCMs

Main TCMs Varl_et_y of main Supply and demand Procurement Influence of price fluctuation
medicinal herb model
The supply of Livzon Limin’s
codonopsis root and astragalus root is Codonopsis Root: the supply
relatively stable. Both medicinal price fall compared with the
Shenqi herbs are supplied by plantation bases | Supplied by same period last year;
Fuzheng . and external suppliers. Plantation Livzon Limin Astragalus Root: the supply
L Codonopsis Root . .. . L .
Injection(Z & Base of Livzon Limin Pharmaceutical | Base and maintained relatively stable,
BRIERE and Astragalus Root Manufacturing Factory (“Livzon external and the supply price edged up
FR) Limin Base”) maintains safety stock suppliers due to the increase in
of medicinal herbs, which ensures the processing costs, labor costs
supply quantity and stabilizes the and other expenses.
supply price. Meanwhile, Limin
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signed annual demand-based supply
agreements with external suppliers
who are obligated to stock up
according to Limin's quality
requirements, so as to ensure
sufficient supply of herbs with stable
quality.

Indigowoad Root,
Fructus Forsythiae,

Anti-Viral .
Anemarrhena, Acori
Granules, L
s graminei Rhizoma,
Anti-Viral .
Gypsum, Rhizoma
Granules .
Phragmitis,
(Sugar-free), .
- Patchouli,
Anti-Viral . .
. Rehmanniae Radix,
Syrup, Anti- |- o Jix Curcumae
Viral Tablets '

Dahurian Angelica
Root

There is sufficient supply of main raw
medicinal herbs used in Anti-Viral
Granules. Indigowoad Root, Acori
Graminei Rhizome, Anemarrhena,
Patchouli, Rehmanniae Radix and
Radix Curcumae are supplied by
plantation bases and external
suppliers; some wild medicinal herbs
such as Fructus Forsythiae and Acori
Graminei Rhizome have a certain
amount of safety stock to ensure
basically stable supply and price.

Tendering
procurement,
supplied by
plantation base
and external
suppliers

For main raw medicinal herbs
used in Anti-Viral Granules,
compared with the same
period of the previous year,
price of Rehmanniae Radix
fell largely as the plantation
area was supplemented
stimulated by the high price at
the earlier stage; price of
Radix Curcumae decreased as
results of expansion of the
plantation area; the prices of
some medicinal herbs such as
Indigowoad Root, Fructus
Forsythiae, Rhizoma
Phragmitis, Patchouli,
Anemarrhena, Acori graminei
Rhizoma stayed relatively the
same. However, as the
demand for certain

varieties of medicinal herbs
such as Indigowoad Root,
Fructus Forsythiae, Rhizoma
Phragmitis and Patchouli
increased significantly in the
market at the end of 2022,
their prices rose to varying
degrees.

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

Reporting Period
oApplicable VYN/A

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

Period

oApplicable VYN/A

(7). Major customers of sales and major suppliers

A. Major customers of sales

VApplicable oN/A

Sales to the top 5 customers were RMB1,524.4901 million, representing 8.89% 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 YN/A
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B. Information on major suppliers

VApplicable o N/A

Purchases from top 5 suppliers were RMB835.906 million, representing 17.24% of the total annual
purchase cost, of which the purchases from related parties were RMB268.667 million, representing

5.54 % 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 VN/A

3. Expenses

VApplicable o N/A

Unit: Yuan

Item

2022

2021

YOY
Change(%)

Explanations

Selling expenses

4,950,802,456.16

5,026,812,145.41

-1.51

No material change

Administrative
expenses

992,483,591.51

939,253,444.33

5.67

No material change

Financial expenses

-352,447,424.62

-92,894,751.72

N/A

Mainly due to the
increase in interest
income and the increase
in foreign exchange
gains as a result of
exchange rate changes
during the Period.

R&D expenses

1,742,088,079.94

1,397,131,273.33

24.69

No material change

4. Investment in R&D

(1). Investment in R&D

VApplicable o N/A

Unit: Yuan

Current expensed R&D expenditure

1,583,502,138.74

Current capitalized R&D expenditure

175,159,872.18

Total R&D expenditure 1,758,662,010.92
Total amount R&D expenditure as a percentage of Revenues (%) 10.26
Ratio of capitalized R&D expenditure (%) 9.96
(2). R&D Staff
VApplicable o N/A
Number of R&D staff 1,717
Proportion of R&D staff to the total employees (%) 12.20
Education background of R&D staff
Education composition Number
PhD 58
Postgraduate 417
Bachelor 774
Junior college graduate 350
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High school and below 118
Age composition of R&D staff

Age composition Number

Under 30 years old (exclusive) 842
30-40 years old (including 30 years old, excluding 40 years old) 640
40-50 years old (including 40 years old, excluding 50 years old) 187
50-60 years old (including 50 years old, excluding 60 years old) 48
Over 60 years old 0

(3). Explanations
oApplicable v N/A

(4). Reasons for and impact of the material change in the composition of R&D staff

personnel on future development of the

Company
oApplicable ¥ N/A
5. Cash flows
\/Applicable o N/A
YOY Change .
Item 2022 2021 (%) Explanations
Mainly due to the combined
Net cash flow from effect of an increase in sales
. L 3,977,499,939.73 | 2,563,089,045.24 55.19 | receipts and a decrease in
operating activities -
payment of marketing expenses
during the Reporting Period.
Net cash flow from - .
investing activities -2,252,167,188.62 | 1 964 157 731.17 N/A | No material change
Mainly due to the combined
Net cash flow from effect of new borrowing and
. . . 566,327,859.36 | -974,904,353.44 N/A | investment absorption (through
financing activities : :
GDR issuance) during the
Reporting Period.

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

VApplicable o N/A

Unit: Yuan
As a percentage Sustainable or
Item Amount of total profit Cause ot
[nvestment income 55,973,114.29 1.62% Primarily dl%e to changes in gains or losses No
of the associates.
Gains or losses from o, [Primarily due to fluctuations in market
changes in fair value -76,262,989.83 -2.21% value of the securities investment held. No
Impairment of assets -142,627,936.44 413y, [Primarily due to the impairment provision |,
for inventories.
Primarily due to income from disposal of
Non-operating income 8,229,847.57 0.24% [P and. transfer to non-operating income No
from buying on credit for longer terms and
not required to be paid.
INon-operating expenses 32,060,686.06 0.93% Primarily Que to donation expenses and No
loss on retirement of fixed assets.
Other income 289,868,006.44 8.30% | rimarily due to government grants Yes
received.
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(IIT) Analysis of assets and liabilities
VApplicable o N/A

1. Status of assets and liabilities

Unit: Yuan

Item

Ending balance
of this period

Proportion
of ending

balance of
this period
to the total
assets (%)

Ending
balance of
previous
period

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

Change in
amount
(%)

Explanations

Financial assets
held for trading

109,015,664.98

031

184,638,344.31

0.59

-40.96

Primarily due to fluctuations in
market value of the securities
investment held by Livzon Group, a
subsidiary of the Company.

Other receivables

52,535,740.14

0.15

88,053,825.12

0.28

-40.34

Primarily due to the collection of
capital reduction proceeds for the
period.

Non-current
assets due within
one year

54,048,611.11

0.15

317,381.23

0.00

16,929.55

Primarily due to the reclassification

of time deposit due within one year

to non-current assets due within one
year.

Other current
assets

163,539,900.32

0.46

83,986,214.37

0.27

94.72

Primarily due to the increase in cash
management businessof Livzon
Group, a subsidiary of the
Company, for the period.

Long-term
receivables

0.00

0.00

266,904.13

0.00

-100.00

Primarily due to the recovery of
finance lease payments by Livzon
Group, a subsidiary of the
Company.

Intangible assets

802,115,125.75

2.24

456,782,094.80

1.47

75.60

Primarily due to the fact that the
“Recombinant SARS-CoV-2 Fusion
Protein Vaccine (Z& 41357 24 5 IRy
FRA R A% ) of Livzon MAB
was included in the emergency use
in sequential booster immunization
against a novel coronavirus SARS-
CoV-2 in September 2022, and the
accumulated development
expenditure of this project was
transferred to intangible assets.

Development
expenditure

428,284,884.17

1.20

786,993,435.71

2.53

-45.58

Primarily due to the fact that the
“Recombinant SARS-CoV-2 Fusion
Protein Vaccine (5 20 5 % &R i
A R HIZH)” of Livzon MAB
was included in the emergency use
in sequential booster immunization
against a novel coronavirus SARS-
CoV-2 in September 2022, and the
accumulated development
expenditure of this project was
transferred to intangible assets.

Long-term

277,867,716.95

0.78

200,715,740.93

0.65

38.44

Primarily due to the transfer of
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prepaid expenses

completion of plant decoration to
long-term prepaid expenses for the
period.

Other non-

Primarily due to the reclassification

1,156,772,182.99 3.24 | 663,584,003.80 2.13 74.32 | of time deposit to other non-current

current assets

assets.
Financial Primarily due to changes in fair
liabilities held for 755,634.43 0.00 143,302.24 0.00 427.30 | value of foreign currency forward
trading contracts.
Non-current Primarily due to the repayment of
liabilities due 63,077,260.98 0.18 | 91,576,066.33 0.29 -31.12 | long-term loans due within one
within one year year.

Primarily due to the increase in
Other current expected refunds payable of Livzon
A 101,276,714.35 0.28 | 15,626,224.29 0.05 548.12 L
liabilities Group, a subsidiary of the

Company, for the period.

Primarily due to the newly incurred
Long-term loans | 3,230,844,042.88 9.04 | 826,780,252.78 2.66 290.77 | long-term bank borrowings of for

the period.

Primarily due to the increase in
Treasury shares 347,176,561.29 0.97 | 222,644,454.50 0.72 55.93 | repurchase of shares to be

cancelled.

2. Overseas assets

JApplicable o N/A
(1) Asset size
Of which: Overseas assets were 42.03 (Unit: 100 million Currency: RMB), representing 11.76 % 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

JApplicable o N/A

Unit: Yuan

Item

Carrying value at the

end of the period

Cause of restriction

Other monetary funds

1,392,407.76

Letters of credit, bank acceptances and forward exchange

settlement deposits, etc.

Notes receivable

469,659,266.19

Notes pool business and pledge of notes receivable

Total

471,051,673.95

4. Others

oApplicable ¥ N/A

(IV) Analysis of industry-related business information
VApplicable oN/A
According to the Guidelines for the Industry Classification of Listed Companies (2012 Revision)
issued by the CSRC, the Company is operating in the pharmaceutical manufacturing industry.
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
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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

I. Influence of industry policies

The year of 2022 is the second year of the 14th Five-Year Plan, and the pharmaceutical industry is
still magnificent, as opportunities and challenges coexist. Various key programmatic documents and
policies on the pharmaceutical industry have been released, and the major policies that had a

significant impact on the Company are as follows.
@ Release of the 14th Five-Year Plan for the Development of the Pharmaceutical Industry

In January 2022, nine departments, including the Ministry of Industry and Information Technology,
the National Development and Reform Commission, jointly issued the “14th Five-Year Plan for the
Development of the Pharmaceutical Industry” (the “Plan”). The Plan clarifies the development goals
for the next five years: by 2025, major economic indicators will achieve medium-high growth,
innovation achievements in frontier fields will be prominent, innovation driving force will be
strengthened, the modernization level of industrial chain will be significantly improved, the supply
and guarantee system of pharmaceutical devices will be further improved, and internationalization
will be advanced in an all-round way. The Plan puts forward goals for the pharmaceutical industry
in terms of scale efficiency, innovation-driven development transformation, industrial chain and
supply chain, drug and equipment supply and international development, it also proposes the
specific development direction of chemical pharmaceuticals, traditional Chinese medicine,
biological medicine and medical device. The pharmaceutical industry is expected to enter into a

new era of sustainable development.
@ Routine operation of volume-based procurement

In July 2022, the Notice on the Results of National Centralized Drug Procurement (GY-YD2022-1)
(KT A A4 E 25 & T R (GY-YD2022- 1) Hhide 45 5 ()38 %1)) was released by the National
Organization Office for Centralized Procurement of Pharmaceuticals. A total of 60 drugs were
successfully procured in this round of centralized procurement, with an average price reduction of
48% for the drugs to be selected. In order to better ensure the stable supply of the drugs for
centralized procurement, the mechanism of "reserve supply enterprises” was introduced in the
procurement documents initially for the seventh batch of centralized drug procurement, to explore

the implementation of "double supply in one province", each province not only has a selected
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enterprise, that is, the main supply enterprise, but also has a reserve supply enterprise.
® Adjustment of the catalog of medicines covered by medical insurance

In June 2022, the NHSA issued the 2022 Work Plan of the Adjustment to the Catalogue of Drugs
for National Basic Medical Insurance, Work-related Injury Insurance and Maternity Insurance
( €2022 FEFRIEALITORE: . TAGORKAT A B OREG 24 i H sk 82 TAEJ7 %) ) and related
documents for public comments, marking commencement of a new round of adjustment work for
the National Medical Insurance Catalogue. The adjustment work for the Medical Insurance
Catalogue has been continuously improved and has entered the era of dynamic adjustment. While
continuing to support COVID-19 treatment drugs and innovative drugs, the new medical adjustment
plan issued in June 2022 fully reflects the attention to treatment drugs for rare disease and drugs for
children. In September 2022, the NHSA issued the 2022 National Medical Insurance Catalogue
Adjustment through Initial Review of Drugs and Information (2022 4F [ 5% [ {524 i H 5% 18 %38
B 2 B2 8 A5 ), with 344 varieties shortlisted.

@ New Notice of reform of DRG/DIP payment method

In April 2022, the NHSA issued the Notice on the Convergence of the Use of DRG/DIP Functional
Module of the Payment Method Management Subsystem ( (3¢ T #4352 4+ 7 RGBT 2 4
DRG/DIPTh g HL A i 1% T8 %0) ), which clarified that the NHSA had developed the
basic version of the DRG/DIP functional module based on the nationally unified medical insurance
information platform, and would promote the DRG/DIP payment method reform to a deeper level.
According to the arrangement, the DRG/DIP functional module would be implemented and applied

nationwide by the end of November 2022.
® Promoting innovation in traditional Chinese medicine

In March 2022, the General Office of the State Council issued the 14th Five-Year Plan for the
Development of Traditional Chinese Medicine ( €“1-PUTHE 25 & BFKID ), which specifies
the guiding ideology, basic principles and development goals for the development of TCM during
the 14th Five-Year Plan period, proposes 10 major tasks and 11 work columns, and specific
measures for each of the major tasks. By 2025, the capacity of TCM health services will be
significantly enhanced, the policy and system for high-quality development of TCM will be further
improved, positive results will be achieved in the revitalization and development of TCM, and its

unique advantages in the construction of a healthy China will be given full play.

In December 2022, the National Administration of Traditional Chinese Medicine issued the 14th
Five-ear Plan for the Development of Traditional Chinese Medicine Informatization ( “-P4#.”
5 2515 BAL R EFRI) ), which clearly proposed the construction of TCM internet hospitals, the
development of telemedicine and internet diagnosis and treatment, and providing support for the
construction of intelligent hospitals in about 20 Class 11l TCM hospitals. Meanwhile, governments
at various levels actively support the development of TCM informatization through existing funding
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channels, and through guiding social investment to increase investment in TCM informatization and

statistics.
® In-depth reform of medical and healthcare system

In May 2022, the General Office of the State Council issued the Key Tasks for Deepening the
Reform of the Medical and Health System in 2022 ( (iRALZE 24 T A A 1] o5 2 20224F 5 45 T./EAE
%) )(the "Tasks"), which put forward 21 key tasks from 4 aspects covering accelerating the
construction of a new pattern of orderly access to medical diagnosis and treatment, deeply
promoting the experience of Sanming's medical reform, making efforts to enhance the capacity of
public health services, and promoting the high-quality development of medicine and health. The
general requirements of the Tasks are to comprehensively promote the construction of a healthy
China, deeply promote the experience of Sanming's medical reform, promote the expansion and
balanced layout of high-quality medical resources, deepen the linkage reform of medical care,
medical insurance and medicine, continuously promote the shift from focusing on the treatment to
focusing on people's health, and continuously promote to solve the difficult problems of the lack of
accessibililty to and the high costs of medical treatment. For the pharmaceutical industry, new

requirements for development at stages have also been put forward.
@ Market exclusivity of new drugs for rare diseases

In May 2022, the NMPA conducted a study on the Implementation Rules of the Law of the PRC on
the Administration of Drugs ( €4 A FEILAE 24 0 B BRVE St 25451 ) ), forming an amended
consultation draft for public comments (the “Consultation Draft"). The Consultation Draft proposes
for the first time to grant a period of market exclusivity to new drugs such as drugs for rare diseases.
The Consultation Draft proposes that the state encourages the development and innovation of drugs
for rare diseases, supports the development of drugs for rare diseases by the holders of drug
marketing licenses, encourages the development of launched drugs for new indications of rare
diseases, and gives priority to the review and approval of drugs for rare diseases that are in urgent
clinical need. During drug development and registration filing, communication with sponsors will
be strengthened to facilitate the speedy launch of drugs for rare diseases and meet the clinical needs
of patients with rare diseases. For new drugs approved for marketing for rare diseases, a period of
market exclusivity of up to seven years will be granted under the commitment of the drug's
marketing licensee to safeguard the supply of the drug, during which time the same variety will not

be approved for marketing.

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
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coverage, and maintain the competitive sales of large varieties while keeping striving for market
access and promoting sales to lower-tier markets. The Company will create more competitive
advantages of products, improve the production quality management, standardize the safe and
environmentally friendly production, 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
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,
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statin series, and carbapenem series among others. Restricted by heavy investment, long
construction period, high technical threshold and strict environmental protection requirements, the
bulk API 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.

TCM: In recent years, encouraged by many favorable national policies, the TCM industry has
gained abundant opportunities to grow. Since 2021, the state has successively issued several policies,
including the Several Policies and Measures on Accelerating the Characteristic Development of
Traditional Chinese Medicine, the Notice on Updating the Classification and Codes of Diseases and
Patterns of Traditional Chinese Medicine (Covered by Medical Insurance) and thel4th Five-Year
Plan for the Development of Traditional Chinese Medicine. These policies emphasize the need to
optimize the TCM evaluation and approval management, to improve the classification and
registration management, to implement suitable payment policies, to strengthen the price
management, to adopt integrative medicine approach, and to promote the development of TCM
industry. In the fight against the epidemic, ‘three drugs and three prescriptions’ of TCM play an
important role in clinic treatment, highlighting the importance of TCM. Shengi Fuzheng Injection,
Anti-Viral Granules and other products from Livzon Group, a holding subsidiary of the Company,
are representatives of the Company's TCM products. In the future, the Company will continue to

intensify R&D and technological innovation to drive sustainable profitability.

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 Companyy), 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
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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# i) 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.

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

Included
) New drug X
Effective and (product) in the
roduci
. Protected expiration P Catalog Included
Main Name of i i L launched i
. Registration L Prescription TCM date of patent i of in
Segment therapeutic drug Indications i R during the .
Category drug or not or not (if right for . National NRDL
area (product) . . L Reporting .
applicable) invention (if i Essential or not
. Period or
applicable) Drugs or
not
not
) From 23
i llaprazole Chemical i
Chemical i Peptic ulcer October
i Gastroenterology | Sodium for drugs Class i Yes No No No No
pharmaceuticals . bleeding 2009 to 23
Injection 2
October 2029
) . From 23
Leuprorelin i Endometriosis,
. X Chemical December
Chemical Gonadotropic Acetate hysteromyoma,
. . drugs Class Yes No 2010to 23 No No Yes
pharmaceuticals | hormones Microspheres breast cancer,
. 6 December
for Injection etc.
2030
llaprazole From 24
i P i Chemical Duodenal ulcer
Chemical Enteric- March 2006 to
. Gastroenterology drugs and reflux Yes No No No Yes
pharmaceuticals Coated . 24 March
Class 1.1 esophagitis
Tablets 2026
Used to treat
infection caused From 6 June
i Chemical by one 2006 to 6 June
Chemical . . Meropenem .
i Anti-infection o drugs Class bacterium Yes No 2026 From 31 No No Yes
pharmaceuticals for Injection X
4 or more bacteria July 2012 to
sensitive to 31 July 2032
meropenem.

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 Essential National Reimbursement Drug
Name of main products .
Drugs List

llaprazole Sodium for Injection Not included Included
Leuprorelin Acetate Microspheres Not included Included
for Injection

llaprazole Enteric-Coated Tablets Not included Included
Meropenem for Injection Not included Included

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

VApplicable oN/A

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

institutions
llaprazole Sodium for Injection RMB71.00 1,697.62 | Ten thousand boxes
Leuprorelin Acetate Microspheres for RMBL,272.58-1,275.90 153.70 | Ten thousand ampules
Injection
Ilaprazole Enteric-Coated Tablets (6 tablets) RMB78.34-99.58 1,490.93 | Ten thousand boxes
Ilaprazole Enteric-Coated Tablets (10 tablets) RMB156.30-158.12 118.60 | Ten thousand boxes
Meropenem for Injection 0.25g RMB6.30-54.66 638.23 | Ten thousand ampules
Meropenem for Injection 0.5g RMB10.71-86.53 1,178.07 | Ten thousand ampules
Meropenem for Injection 1g RMB18.21-167 73.49 | Ten thousand ampules

Explanations
VApplicable oN/A

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

(2 The information disclosed is the bid-winning price of the issuer province and newly

implemented winning prices during the Reporting Period.

3 Meropenem for Injection was included in the seventh batch of national volume-based drug

procurement in July 2022, with a significant price adjustment.

Operating data by therapeutic areas or main drug (products)

VApplicable oN/A

Unit: 10,000 Yuan Currency: RMB

Yoy YoY Yoy Gross profit
Gross change change ;
Operatin Operatin rofit in change in gross margin of
Therapeutic area iy 9 P g prott . in gro products in the
income costs margin operating - profit N
: operating . same field in the
(%) income costs (%) margin same industr
(%) Y ) Y
Gastroenterology 343,589.84 | 47,011.06 86.32 -6.48 5.00 -1.50 79.23
Gonadotropic 250,068.36 | 8219110 |  68.27 5.64 -4.66 3.43 -
hormones
Anti-infection 130,468.34 | 24,765.24 81.02 -16.44 -2.24 -2.76 58.39
Respiratory 117,364.29 | 20,014.56 82.95 103.37 87.69 1.43 84.95
Psychiatry 54,484.55 2,845.42 94.78 32.19 44.07 -0.43 82.92
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Explanations

VApplicable oN/A

(D The gross profit margin of products in the field of gastroenterology is derived from that of the
relevant industry in “Major products of metabolism and alimentary system” in Fosun Pharma's
2021 Annual Report.

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

(3 The data on the gross profit margin of products in the field of anti-infection comes from that
of “anti-infection category” in the 2021 Annual Report of Tianyao Co., Ltd.

@  The gross profit margin data of products in the field of the respiratory comes from that of
“respiratory system category” in Luoxin Pharmaceutical's 2021 Annual Report.

® The gross profit margin data of products in the psychiatric field comes from that of “psychiatric
category” in Nhwa Pharmaceutical 's 2021 Annual Report.

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

(1) Chemical pharmaceuticals

@ High-barrier complex formulations: There were a total of 45 projects under research, of which,
4 had been launched to the market, 6 had been applied for production, 11 were under the clinical/BE

study and 2 received clinical trial approvals. The progress of the major projects was as follows:

Inhalation formulations: Terbutaline Sulfate Nebulizer Solution (B4 Afi fth Ak 54k WA FH ¥
) and Levosalbutamol Hydrochloride Nebulizer Solution (Eh 20 T % B 55 AL AN VR W)
(3ml:1.25mg), Acetylcysteine solution for inhalation(" A\ F 2Ll > it Z B2 #57%) and Tobramycin
Inhalation Solution (%77 %% 2% " A& #K) had been launched for market. Fluticasone Propionate
Inhalation Suspension (PRI E R % I N FH R &) had been applied for production; The
clinical trial of Indacaterol Maleate Powder for Inhalation (5 K& Efi 1A 4 % A K1 2577)) had been
completed and the drug had been applied for production; The registration application of Salmeterol
Xinafoate -Fluticasone Propionate Powder for Inhalation (V) 3E4E% & R A 5 7) was
submitted after the completed PK-BE study, the notice of clinical trial approval was received, and
the phase III clinical study was quickly started; Phase I clinical trials of Levosalbutamol
Hydrochloride and Ipratropium Bromide Inhalation Solution (h/& 22 ¥0 T J& 5 57 I FEM NV HR)
and Formoterol Fumarate Inhalation Aerosol (‘& 55 & %458 2 I N\ < 55-711]) were completed; For
class 2 new drug XYP-001, the Company had received the notice of the clinical trial approval and

started phase I clinical trials;

Sustained-release microspheres: The project of Triptorelin Acetate Microspheres for Injection (73
S B R il B AR GEER ) (1-month sustained release) for treatment of prostate cancer had

completed all registration verification, GMP compliance checks, the first registration inspection,
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and the supplementary data studywhich was submitted to CDE; the project of Triptorelin Acetate
Microspheres for Injection (73 5 S BR it 5 5 AR EK) (1-month sustained release) for treatment
of endometriosis has completed patient enrollment, the follow-up period close to end; Aripiprazole
Microspheres for Injection (VE5 F B 32 WRMEAER) (1-month sustained release) completed phase |
multiple-dosing clinical trial; Octreotide Acetate Microspheres for Injection (73 5 FH &R B2 it Jik
WER) (1-month sustained release) and Leuprorelin Acetate Microspheres for Injection (74 FH &
TR = P B MR AMER) (3-month sustained release) were undergoing BE trials; Alarelin Microspheres
for Injection (7344 FH PN & E AR 13ER) (1-month sustained release) was undergoing phase I clinical
trial; Triptorelin Pamoate Microspheres for Injection (33 5 F XU 2512 #h i B AR 43EK) (3-month
sustained release) was in phase I clinical trial; Triptorelin microspheres of dihydroxynaphthoate for
injection (3-month sustained release) was prepared for phase | clinical trial; Goserelin Acetate
Sustained-release Implant (% g & 5 PREEREAE A 7)) (1-month sustained-release) had carried out
the bridging study of pilot-scale and full-scale production.

@ Conventional formulations: There were a total of 42 projects under research, of which, 6
projects had applied for production, 5 projects were under the clinical/BE study and 3 projects
received clinical trial approval. The progress of the major projects was as follows: New indications
of Ilaprazole Sodium for injection (V5 F 37 M%), Blonanserin Tablets(ffi B €14k /1) and
Lurasidone Hydrochloride Tablets (5% &4 VG id }1) had been applied for production; LZ001 and
Ilaprazole Enteric-coated Tablets(3 3 H7 MM 7745 1) have been approved for phase I clinical
trials; and Progesterone Injection(¥ A3 4¥%) was undergoing BE trial.

®Consistency evaluation: There were a total of 16 projects under research, of which, 6 projects
have been approved for launching and 3 projects applied for review. 6 varieties such as
Clarithromycin Tablets(7.47 %% 2% Fi'), Valsartan Capsules(4ii7b1H i %€), and Cefodizime Sodium
for Injection (751 F Sk ff3/% 4) had been approved for launching; Supplemental information had
been submitted for Imipenem and Cilastatin Sodium( M. fi% % 74 78 &) fth T 44), Cyclosporine
Softgels(P 7 25 ¥ i %) (50 mg), Vancomycin Hydrochloride for Injection and Bismuth Potassium
Citrate Capsule (MR BB ET IR 2E).

(2) Biologics

There were a total of 8 projects under research, of which, 1 was approved for launching, 1 in the
conditional marketing application stage; 1 in the marketing application (BLA) stage (approved for
marketing in January 2023), 1 in the phase Ill clinical trial, 2 in the phase Ib or phase Il clinical trial

and 2 in the phase | clinical trial.

Therapeutic biological products: Recombinant Human Choriogonadotropin Alfa for injection was
approved for launching in China in 2021 and overseas registration is underway; the BLA application of
Tocilizumab injection (FE¥kHHTIESTR) has been accepted by CDE and approved for launching in

China in January 2023; phase Il clinical trials of Recombinant Anti-human IL-17A/F Humanized
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Monoclonal Antibody for Injection (BEZ1H A\ IL-17A/F A U5k B 70 F B4R TE 45 ¥ ) were completed;
Recombinant Humanized Anti-PD-1 Monoclonal Antibody for Injection (E4 FH 540 A\ JEAL 3t PD-1
B33 B BT AA) is undergoing phase 1b/11 clinical trials; Recombinant Human Follicle Stimulating
Hormone for Injection (F 41 A {i2 R I 2 5§ ¥K) completed Phase I clinical trials; and Recombinant
Tumor Enzyme Specific Interferon a-2bFc Fusion Protein for Injection (5} F = 2H b R B4 77 14 T
R a-2bFc Fl5 2% 1) was undergoing phase | clinical trials. The diabetic drug Semaglutide injection
(7] A% & ik 5i) was approved for clinical trials, and the first phase 111 clinical center was launched
in December 2022.

Preventive biological products: The Recombinant SARS-CoV-2 Fusion Protein Vaccine (Likang V-01)
was approved for emergency use in domestic heterologous booster vaccination in June 2022, and was
included in the national immunization program in September 2022. Meanwhile, a conditional marketing

application of such vaccine had been submitted to the NMPA, which was under review.
(3) APIs and intermediates

There were a total of 39 projects under research, of which 23 were new product R&D projects and
16 were tech-upgradation projects of existing products. For new product R&D projects, the API of
Fluticasone Furoate (42 4 % £ #4) had been approved for launching, and the registration
application for the API of Biapenem(Lt [ 1% 55) and the API of Caspofungin Acetate (52 <725
¥ )were submitted. For technological upgrading projects of existing products, the key project
Cephalosporin C-High Producing Mutant Strains (Gkfii & 2= C &= %48 k) was progressing
smoothly. After screening, the scale production verification of the strains had been completed, and
the average unit yield had been steadily increased; in the development and selection project of new
L-phenylalanine — High Producing Strains (L-2 P4 Z & % 84 &1 7 B 7)) driven by IBT technology,
high-value natural product chassis strains such as L-phenylalanine, L-tyrosine and shikimic acid
had been screened, strain modification and selection was proceeding and shake-flask cultivation has

achieved initial results.
(4) Traditional Chinese medicine

There were 8 projects under research for new TCM, of which, SXSHL gel, a new improved
traditional Chinese medicine, had completed pre-clinical trial experiment research, and its
application materials were being prepared and collected. The single-center clinical trial of in-
hospital preparations was completed for TGDX Granules, a class 1.1 new traditional Chinese

medicine, and initial draft of the clinical trial summary report was obtained.
(5) Diagnostic reagents and equipment

There were 86 projects under research, of which, 1 was in the clinical stage (including evaluation); there
were a total of 15 technological upgradation projects, including 7 projects were filed for change of
registration. In March 2022, Livzon Diagnostics actively responded to the national pandemic prevention

and control policy, and promptly initiated the registration of Livzon Rapid Test for 2019-nCoV Antigen
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(Lateral Flow) (7% 5& k9% 8 (2019-nCoV) Hi J& 6 I 1k 7] &
approved for launching on April 9, 2022. Diagnostic Kit for Immunoglobulin G4 (Chemiluminescence
Immunoassay) (%2 Bk H G4 M & (1 5 & Oti%)) and its supporting calibrators and quality

control products obtained registration certificates in June 2022; mycoplasma pneumoniae IgM antibody

(L)), which was successfully

detection kit (chemiluminescence) and four diabetes specific autoantibodies were registered successively
in November 2022; three items of chromatography platform blood type card were registered in August
2022. In addition, 6 projects, including Livzon Rapid Test for 2019-nCoV Antigen (Lateral Flow) (%Y
JEEIR I B (2019-nCoV) Fi 5L A6 1 771 A(acLHjc/%)) and Nucleic Acid Test Kit for Monkeypox Virus
18 A 7

(Real-time PCR) (1 %7 J#

£ (PCR- 3¢

chemiluminescence analyzer successively obtained CE certificates.

(2). Basic information on main R&D projects
VApplicable oN/A

6 R £ %)), and full automated

. Protected
R&D projects L -
. . . Name of drug Registration L Prescription | TCM or not R&D stage
(including projects Indications . . .
. (product) Category drug or not (if (registration)
subject to GCE) .
applicable)
It is suitable for maintenance
therapy of bronchiectasis to
Indacaterol Maleate | Indacaterol Maleate | Chemical relieve symptoms in adults with Application
Powder for Powder for drugs Class | chronic obstructive pulmonary Yes No for
Inhalation Inhalation 4 disease (COPD), including registration
chronic bronchitis and
emphysema.
Fluticasone Fluticasone . L.
. . Chemical Application
Propionate Propionate Treatment of moderate and
. . drugs Class . Yes No for
Inhalation Inhalation severe persistent asthma. . .
. . 4 registration
Suspension Suspension
Suitable for the maintenance
. treatment of bronchoconstriction o
Formoterol Formoterol Chemical . . ] . Application
. . in patients with chronic
Fumarate Inhalation | Fumarate Inhalation | drugs Class . . Yes No for
. . obstructive pulmonary disease . .
Solution Solution 3 . . . registration
(COPD), including chronic
bronchitis and emphysema.
In combination (bronchodilators
Salmeterol Salmeterol . . .
. . . and inhaled corticosteroids) for
Xinafoate and Xinafoate and Chemical
. . the regular treatment of . .
Fluticasone Fluticasone drugs Class i . Yes No Clinical trial
. . reversible obstructive airways
Propionate Powder Propionate Powder 4 . . . .
. . disease, including asthma in
for Inhalation for Inhalation .
adults and children.
Chemical
drugs Class | For the treatment of Idiopathic . .
XYP-001 XYP-001 i i Yes No Clinical trial
2.2; Class pulmonary fibrosis (IPF)
24
Mometasone Mometasone
Furoate and Furoate and Chemical Suitable for bronchial asthma
Formoterol Formoterol drugs Class | and chronic obstructive Yes No Clinical trial
Fumarate Dihydrate | Fumarate Dihydrate | 3 pulmonary disease.
Inhalation Aerosol Inhalation Aerosol
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Formoterol Formoterol Chemical Suitable for bronchial asthma
Fumarate Inhalation | Fumarate drugs Class | and chronic obstructive Yes No Clinical trial
Aerosol Inhalation Aerosol 2.2 pulmonary disease.
Recombinant Novel | Preventive
Coronavirus Fusion | biological Prevention of diseases caused by Launched
V-01 (COVID-19) ] . o ] Yes No
Protein Vaccine product novel coronavirus infection under EUA
(Class 1.1)
Recombinant
Humanized  Anti- | Therapeutic Application
LZMO009 (PD-1) PD-1  Monoclonal | biological Advanced solid tumors Yes No for
Antibody For | product registration
Injection
Triptorelin  acetate Metastatic prostate cancer,
sustained-release Triptorelin  Acetate | Chemical endometriosis (stage I to IV), Application
microspheres for | Microspheres  for | drugs Class | female infertility, preoperative Yes No for
injection (1 month | Injection 22 treatment of uterine fibroids, registration
release) precocious puberty
Recombinant Anti-
Human  IL-17A/F | Therapeutic
LZMO012 ( IL- | Humanized biological Moderate to severe plaque . .
o Yes No Clinical trial
17A/F) Monoclonal product psoriasis
Antibody for | (Class 1)
Injection
Chemical Application
Blonanserin Blonanserin drugs Class | Schizophrenia Yes No for
4 registration

(3). Drugs (products) filed for regulatory approval and granted approval during the
Reporting Period
VApplicable oN/A

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

Name of drug

Registration

Category

Approval items

Indications

Fluticasone Propionate
Nebulized Suspension

Chemical
drugs Class 4

Application for
registration

children and adolescents aged 4-16 years.

Treatment of mild to moderate acute asthma attacks in

Indacaterol maleate

inhalation powder

Chemical

drugs Class 4

Application for

registration

pulmonary disease (COPD).

This product is a bronchodilator suitable for maintenance
treatment of adult patients with chronic obstructive

Triptorelin Acetate

Blonanserin Tablets

drugs Class 4

registration

) Chemical o
Microspheres for Application for o .
o drugs Class ) ] Prevent stress ulcer bleeding in severe patients.
Injection (new ” registration
indications) '
Chemical Application for

Schizophrenia.

Tablets

Lurasidone Hydrochloride

Chemical
drugs Class 4

Application for
registration

Schizophrenia.

Salmeterol Xinafoate and
Fluticasone Propionate

Powder for Inhalation

Chemical
drugs Class 4

Application for
Clinical trials

airway diseases through combination of drugs

asthma in adults and children.

Used for routine treatment of reversible obstructive

(bronchodilators and inhaled corticosteroids), including
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Chemical o
Application for . o . o
XYP-001 drugs Class o ] Temporarily used for idiopathic pulmonary fibrosis
Clinical trials
22and 2.4
Recombinant Novel
Coronavirus Fusion Preventive
Protein Bivalent Biological Application for | Used for treatment of novel coronavirus infection
(prototype strain/Omicron | products Clinical trial (COVID-19) .
strain) Vaccine (CHO Class 1.1
cells)
o Chemical Application for | Luteal function supplementation in infertile women
Progesterone Injection o . . . .
drugs Class 3 | Clinical trials undergoing assisted reproductive technology.
1. Treat duodenal ulcer and reflux esophagitis.2.
. Treatment of duodenal ulcer and reflux esophagitis in
) Chemical o ) ]
llaprazole enteric-coated q - Application for | children (12-17 years old).3. Treat non-erosive
rugs Class o ) ] )
pellets 22 and 2.4 Clinical trials gastroesophageal reflux disease.4. Treat gastric ulcer.5.
.2 and 2.
Eradication of helicobacter pylori.6. Prevent gastric ulcer
caused by non-steroidal anti-inflammatory drugs.
Chemical L . . .
) Application for | Treatment of schizophrenia in adults; treatment of manic
Asenapine patch drugs Class o . . . . .
”s Clinical trials or mixed episodes of bipolar | disorder.
Bismuth potassium citrate | Chemical . » o )
Supplemental Used for chronic gastritis and relieving stomach pain,
capsules (under drugs o . o .
] . application heartburn and acid regurgitation caused by hyperacidity.
consistency evaluation)
Intravenous infusion of this product is indicated for
infections caused by methicillin-resistant staphylococcus
aureus and other bacteria: septicemia, infective
endocarditis, osteomyelitis, arthritis, burns, surgical
Vancomycin Chermical trauma and other superficial secondary infections,
emica
Hydrochloride for q Supplemental pneumonia, lung abscess, empyema, peritonitis and
rugs - -
injection (under application meningitis. It may be administered orally for antibiotic-
consistency evaluation) associated pseudomembranous colitis due to clostridium
difficile and staphylococcal enterocolitis, while
administration by injection has not been shown to be
effective for either indication. Oral vancomycin is not
effective for other types of infections.
. . 1. Duodenal ulcer. 2.Stomach ulcer. 3.Moderate and
Pantoprazole sodium for | Chemical o ) )
o ) Supplemental severe reflux esophagitis. 4.Acute upper gastrointestinal
injection (consistency | drugs o ) )
] application bleeding caused by duodenal ulcer, gastric ulcer, acute
evaluation)

gastric mucosal lesion, compound gastric ulcer, etc.

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

Name of drug

Registration
Category

Salmeterol Xinafoate
and Fluticasone

Class 4

Chemical drugs

Asthma:

corticosteroids) for the

Indications
In  combination (bronchodilators and inhaled
regular treatment of reversible
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Propionate Powder for
Inhalation

obstructive airways disease, including asthma in adults and
children.

XYP-001

Chemical drugs
Class 2.2 and 2.4

Treatment of idiopathic pulmonary fibrosis (tentative)

Semaglutide Injection

Therapeutic
biological
products Class
3.3

Type Il diabetes

LZ001

Chemical drugs
Class 1

Advanced solid tumours carrying NTRK1/2/3, ROS1 or ALK
gene fusions

llaprazole enteric-coated
pellets

Chemical drugs
Class 2.2 and 2.4

1. treat duodenal ulcer and reflux esophagitis.2. treatment of
duodenal ulcer and reflux esophagitis in children (12-17 years
old).3. Treat non-erosive gastroesophageal reflux disease.4.
treat gastric ulcer.5. eradication of helicobacter pylori. 6.
prevent gastric ulcer caused by non-steroidal anti-
inflammatory drugs.

Progesterone injection

Chemical drugs
Class 3

Luteal function supplementation in infertile women
undergoing assisted reproductive technology.

® Drugs (products)

granted registration approval during the Reporting Period

Name of drug

Registration
classification

Indications

Levosalbutamol
Hydrochloride Nebuliser
Solution

(3ml:1.25mg)

Supplemental
application

Used for treating respiratory diseases such as bronchial asthma
or asthmatic bronchitis accompanied by bronchospasm in
children.

Terbutaline sulfate
solution for nebulized
inhalation

Chemical drugs
Class 4

Relieves bronchospasm associated with bronchial asthma,
chronic bronchitis, emphysema and other lung diseases.

Acetylcysteine solution
for inhalation

Chemical drugs
Class 4

Used for the treatment of respiratory diseases with excessive
secretion of thick mucus, such as acute bronchitis, chronic
bronchitis and its exacerbation, emphysema, mucoviscidosis,
and bronchiectasis

Tobramycin Solution for

Chemical drugs

It is indicated for bronchiectasis in adults with pulmonary
Pseudomonas aeruginosa infection to control infection and

Inhalation Class 2.4 .
improve symptoms.
Ilaprazole Sodium for
Injection (Application in | NDA Peptic ulcer bleeding
Indonesia)
Recombinant SARS- Eirsx)enigle
CoV-2 Fusion Protein produgcts Prevention of novel coronavirus infection
Vaccine (EUA) Class 1.1

Clarithromycin Tablets
(consistency evaluation)

Chemical drugs

Clarithromycin is indicated for the treatment of infections
caused by pathogens sensitive to clarithromycin, including:
1.Lower respiratory tract infection (bronchitis, pneumonia)
2.Upper respiratory tract infection (pharyngitis, sinusitis)
3.Skin and soft tissue infections (folliculitis, cellulitis,
erysipelas) 4.Local or disseminated infection 5.Mixed infection
6.Eradication of Helicobacter pylori 7.Dental infection

Valsartan Capsules
(consistency
evaluation)

Chemical drugs

Used for treatment of mild to moderate essential hypertension.

Isosorbide Mononitrate
Tablets (consistency
evaluation)

Chemical drugs

Long-term treatment of coronary heart disease; prevention of
angina pectoris; treatment of persistent angina pectoris after
myocardial infarction; treatment of chronic congestive heart
failure in combination with digitalis and/or diuretics.
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This product is indicated for cefodizine-sensitive
streptococcus, streptococcus pneumoniae, neisseria
gonorrhoeae, branhamella catarrhalis, escherichia coli,

Cefodizime sodium for citrobacter, klebsiella, enterobacter, serratia, roteus, morganella
injection (consistency Chemical drugs morganii, providencia, haemophilus influenzae,
evaluation) peptostreptococcus, bacteroides, the infections caused by

prevotella including upper urinary tract infection, lower
urinary tract infection, lower respiratory tract infection and
gonorrhea.

It is indicated for the following conditions caused by sensitive
bacteria:

1.Respiratory tract infection;

2.Ear, nose and throat infections;

3.Urinary tract infection;

4.Skin and soft tissue infections;

5.Bone and joint infections;

6.0bstetric and gynaecological infections;

7.Gonorrhea;

8. Other infections;

1.Duodenal ulcer.

2.Stomach ulcer.

3.Moderate and severe reflux esophagitis.

4.Acute upper gastrointestinal bleeding caused by duodenal
ulcer, gastric ulcer, acute gastric mucosal lesion, compound
gastric ulcer, etc.

Cefuroxime sodium for
injection (consistency Chemical drugs
evaluation)

Pantoprazole sodium for
injection (consistency Chemical drugs
evaluation)

(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

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.
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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
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.

(®External technology transfer fees and the cost of purchasing clinical approvals can be recognized
directly as development expenditures, and subsequent 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.

BWhere 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 Ratio of

Comparable peer

R&D expenditures amount

R&D
expenditures to

Proportion of
R&D

capitalized R&D
expenditures

companies o expenditures to o
revenues (%) net assets (%) (%)
Fosun Pharma 497,500.00 12.75 10.28 22.93
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Reporting Period (%)

Kelun Pharma 179,953.47 10.42 12.99 3.50
CR Double-Crane 63,974.38 7.02 6.11 35.98
Humanwell Healthcare

106,053.87 5.16 8.19 23.58
(Group)
North China

50,467.67 4.86 8.29 74.85

Pharmaceutical
Average R&D expenditures in the same industry 179,589.88
Proportion of R&D expenditures to revenues during 10.26
the Reporting Period (%) )
Proportion of R&D expenditures to net assets during 799
the Reporting Period (%) )
Ratio of capitalized R&D expenditures during the 9.96

Notes: 1. The data regarding comparable companies listed above are from each company's 2021

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

VApplicable oN/A

Mainly due to the fact that the “Recombinant SARS-CoV-2 Fusion Protein Vaccine (5 205 4 et
PRI BE RS B FJZ 1) of Livzon MAB was included in the emergency use in sequential booster
immunization against a novel coronavirus SARSCoV-2 in September 2022, and the accumulated

development expenditure of this project was transferred to intangible assets.

Investment in major R&D projects

VApplicable oN/A

Unit: 10,000 Yuan Currency: RMB

P i f
R&D Expensed Capitalized ro;;;)g;())n © YoY
R&D project expenditures R&D R&D .
. . expenditures to | change (%)
amount expenditures expenditures
revenues (%)

Indacaterol Maleate 1,318.71 0.02 1,318.69 0.08 20637
Powder for Inhalation
Fluticasone Propionate 646.40 646.40 - 0.04 -32.98
Nebulizable Suspension
Formoterol Fumarate 1,116.59 219.48 897.11 0.07 -28.97
Solution for Inhalation
Salmeterol Xinafoate and
Fluticasone Propionate 3,042.37 577.16 2,465.20 0.18 131.93
Powder for Inhalation
XYP-001 2,589.01 479.56 2,109.45 0.15 5,527.28
Mometasone Furoate and
Formoterol Fumarate 145.08 145.08 - 0.01 -65.44
Dihydrate Inhalation
Aerosol
F 1F

ormoterol Fumarate 43291 43291 - 0.03 9.13
Inhalation Aerosol
V-01 (COVID-19) 39,010.09 32,244.11 6,765.98 2.27 -20.57
LZM009 (PD-1) 6,661.86 4,796.98 1,864.88 0.39 31.18
Triptorelin acetate 6,359.08 6,219.99 139.10 0.37 44.42
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sustained-release
microspheres for injection
(1 month release)

LZMO012 (IL-17A/F) 3,932.42 3,932.42 - 0.23 154.78
Blonanserin 181.04 181.04 - 0.01 -84.84
Notes:

1. The projects listed above are the main R&D projects conducted by the Company, of which
project Blonanserin Tablets is a Priority Review & Approval project.

2. 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.

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

tem Amount incurred in the Proportion of amount incurred in the
current period current period to total selling expenses (%)
Business promotion expenses 437,208.76 88.31
Employee compensation 45,687.52 9.23
Entertainment and travel 5.036.34 1.02
expenses
Business meeting expenses 1,369.68 0.28
Others 5,777.95 1.17
Total 495,080.25 100.00

Horizontal comparison

JApplicable oN/A
Unit: 10,000 Yuan Currency: RMB

Proportion of selling expenses to
Comparable peer companies Selling expenses
revenues (%)

Fosun Pharma 909,900.00 23.33
Kelun Pharma 502,233.28 29.07
CR Double-Crane 280,731.43 30.81
Humanwell Healthcare (Group) 400,667.12 19.50
North China Pharmaceutica 216,131.38 20.81
Total selling expenses of the Company during the Reporting Period 495,080.25
Proportion of selling expenses to revenues during the Reporting

: 28.88
Period (%)

Note: The data regarding comparable companies listed above are from each company's 2021
annual report.

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

During the Reporting Period, the Company's selling expenses were RMB4,950.8025 million,
accounting for 28.88% of revenues, representing a year-on-year decrease of 1.26%. The increase

was mainly due to more efforts to promote products and brands, and an increase in selling expenses
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in prescription drugs which recorded significant sales growth during this period. 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

VApplicable oN/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 Litig
. In the Item on the Impact . . .
the target is - - . Invest Expect ) ation | Disclos | Disclos
o Consolidation financial Source : Status as of of gain -
Name of - . primarily Investment Investment | Percentage of Partner (if ment ed invol ure ure
. Principal business ; K scope of the statement of R . balance sheet or loss . .
investee engaged in method amount shareholding . applicable) period return ved date (if index
. Company or (if funds . date i for the .
investment ) (if any) (if any) . or any) (if any)
- not applicable) period
business not
Primarily engaged
in technology
development,
Shanghai Sheo technol9gy
consulting,
Pharma .
Technolo technology transfer Capital Long-term own Lon Capital
gy\‘ and technology No . .apl.a 1,700.00 21.70% No equity N/A g contribution - 230.92 No N/A N/A
Co., Ltd.(_-ifF O injection . funds term
ot . services in the investment was completed
IERERZSRHL | Gelds of medical
HIRAE)
technology,
biotechnology and
computer
technology.
Pri i .
- rimarily engz%ged The parties
in pharmaceutical
- have
. manufacturing;
Jiaozuo health care food completed a
Jianfeng . total capital
Biotech Co manufacturing, New Own Long contribution of
o i 0, - -
Ltd. (fE R R ;:)Zgufacturin . No establl:tshme 3,325.00 66.50% Yes N/A funds Greenanew term RMBI0 No N/A N/A
R AT IR uring: million in
O food additive i
i) - proportion to
manufacturing; their

cosmetics
manufacturing, etc.

shareholdings

63




Joincare Pharmaceutical Group

Annual Report 2022

Jiangsu Atom
Bioscience &
Pharmaceutica
| Technology
Co., Ltd.(JL7%
Bt R EZR
HAHRAT)

Primarily engaged
in the research and
development of
human medicine,
veterinary
medicine,
pesticides, health
care products and
chemical products,
product technology
transfer, technology
consulting, project
cooperation.

No

Capital
injection

3,000.00

3.35%

No

Long-term
equity
investment

Own
funds

N/A

Long
term

Capital
contribution
was completed

-510.52

No

N/A

N/A

LIVZON
BIOLOGICS
(MALAYSIA)
SDN. BHD

Engaged in all the
business of
manufacturers,
producers,
importers,
exporters,
purchasers,
vendors,
distribution agents
and distributors of
patents,
pharmaceuticals,
medicines,
nutritional supplem
ents, health care
products, drugs and
vaccine products,
and all goods,
compounds, and
substances
commonly used in
connection
therewith.

No

New
establishme
nt

0.0152

60.43%

Yes

N/A

Own
funds

N/A

Long
term

Capital
contribution
was not yet

completed

No

N/A

N/A

Shenzhen
Kangti
Biomedical
Technology
Co., Ltd.(FI

Biochemical
product technology
research and
development;
technology

No

Capital
injection

1,000.00

1.42%

No

Long-term
equity
investment

Own
funds

N/A

Long
term

Capital
contribution of
RMB6 million
was completed

No

N/A

N/A
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R EBE 2
PR A
Al)

services,
technology
development,
technical
consulting,
technology
exchange,
technology transfer,
technology
promotion

Total

/

/ /

9,025.0152

/

/

/

/ /

-279.60 /

Note: Jiangsu Atom Bioscience & Pharmaceutical Technology Co., Ltd. completed its Series C financing on 18 March 2022.

2. Major non-equity investment

oApplicable VN/A

3. Financial assets measured at fair value

VApplicable oN/A

Unit: Yuan Currency: RMB

Amount at the Gain or loss on Accumulated Impairment Amount of Amount of disposal
Lo Lo L L . . . Amount at the end of
Type of assets beginning of the change in fair value | change in fair value provision for the purchase during / redemption during Other change .
. . . . . . . . the period
period for the period included in equity period the period the period

Shares 215,317,489.90 - 6,682,661.01 - 212,384,666.97 9,615,483.94
Private Equity 701,277,471.64 - 33,186,359.03 884,764.97 48,229,068.96 687,119,526.68
Derivatives 7,376,328.32 -1,943,816.75 - - - 5,432,511.57
Others 492,287,415.88 - 40,418,396.69 - 35,481,944.14 497,223,868.43
Others 177,262,015.99 -73,706,840.89 - 27,978.31 - 103,583,153.41
Total 1,593,520,721.73 -75,650,657.64 80,287,416.73 912,743.28 296,095,680.07 1,302,974,544.03

Information on investment in securities
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. . Amount . .
. Carrying Gain or loss on Accumulated Profit Carrying
- . Initial Lo L of Amount of .
Type of Securities Securities . Source of amount at the change in fair change in fair . . or loss amount at the Accounting
- - investment - f purchase disposal during .
securities code abbreviation fund beginning of value for the value included . . for the end of the item
cost : . . . during the the period . .
the period period in equity ; period period
period
own Other equity
Shares 601881 China Galaxy 144,915,000.00 funds 212,384,666.97 - - 0.00 212,384,666.97 - - instrument
investment
Kunl own Financial
Shares 00135 . 4,243,647.64 5,976,656.00 | -1,001,142.10 - 0.00 0.00 - 497551390 | assets held
Energy funds .
for trading
Penghua own Financial
Funds 206001 g 150,000.00 940,162.94 -5,873.00 - 0.00 0.00 - 934,289.94 assets held
Fund funds .
for trading
Huadon, Own Financial
Shares 000963 one 39,851.86 13,250,402.40 2,175,439.20 - 0.00 0.00 - 15,425,841.60 assets held
Medicine funds .
for trading
Beam own Financial
Shares BEAM(US) Therapeutics, 34,209,846.54 funds 157,094,794.65 | -74,876,557.68 - 0.00 0.00 - 82,218,236.97 assets held
Inc. for trading
own Financial
Others 27,978.31 funds - 1,292.69 - 27,978.31 0.00 - 29,271.00 assets held
for trading
Total / / 134,376,477.81 / 389,646,682.96 -73,706,840.89 - 27,978.31 212,384,666.97 - 103,583,153.41 /
Information on investment in private equity fund
VApplicable oN/A
Gain or
loss on Impairment Amount of Amount of
Amount at the . Accumulated change P .. disposal / Amount at the
. changein | . _ . provision purchase . Other
Type of assets beginning of the . in fair value included . redemption end of the
. fair value . . for the during the . change .
period in equity . A during the period
for the period period A
. period
period
ianhai Equity Investment Fund (i A AL
Q v quity ( 264,930,500.00 - -21,551,757.83 - - 243,378,742.17
B EE)
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PANTHEON D,L.P. 3,715,566.69 - 2,238,734.51 - - - - 5,954,301.20
Shanghai  Yunfeng Xinchuang Equity
Investment Center(_tifg z= 88 A IR AU % 94,040,236.88 - 8,210,913.25 - - | 34,315,445.77 - 67,935,704.36
EPJD\)

Shanghai Jingyi Investment Center( L4
ghai JIngy (B2 66.175,062.50 - 7,441,297.41 - - - | 73616,359.91
B B 0)
Information on investment in derivatives
JApplicable oN/A
Unit: 10,000 Yuan
Name of the Isthisa . Initial Investment Amount of Investment . Percentage of .
related Type of investment . Amount of R . amount at | investment amount |Actual gain or
operator of | Related . Commence | Maturity amount . disposal Impairment
L . . | party derivatives amount of .. |purchase during A S the to the net assets of loss for the
derivatives |relationship . A ment date date at the beginning . during the  |provision (if any) .
- transact| investment derivatives - the period : end of the | the Company at the period
investment . . of the period period A .
ion investment period end of the period

Fi ial N Jated Forward foreign
; mancia OnTeated | No  |exchange contract 2,108.32 2021/8/3 | 2022/2/8 2,269.07 ; 2,071.02 ; 0.00% 58.89
institution party

(sell)

Fi - N lated Forward foreign
_ mancta onTelaee 1 No  |exchange contract 7,708.90| 2021/9/2 | 2022/3/31 7,835.52 - 7,572.32 ; 0.00% 399.98
institution  |party

(sell)

Fi ial N lated Forward foreign
Financia Onreiatee | No  |exchange contract 11,312.51| 2021/10/11 | 2022/4/7 11,589.76 - 11,227.57 . 0.00% 18327
institution party

(sell)

Fi ial N Jated Forward foreign
Cmancta on-related | No  |exchange contract 18,301.91| 2021/11/1 | 2022/5/9 18,602.45 ; 18,387.38 } 0.00% 40.70
institution party

(sell)

Fi - N lated Forward foreign
Tinancia onrelated 1 No  |exchange contract 17,268.19| 2021/12/10 | 2022/6/13 17,664.55 - 9,153.79 - 0.00% 2170
institution  |party

(sell)

Fi ial N ated Forward foreign
Financia On-relatee | No  |exchange contract 17,960.93| 2022/1/5 | 2022/7/26 - 17,960.93 18,439.57 - 0.00% -384.03
nstitution party

(sell)

Fi ial N lated Forward foreign
Cmancta onrelated 1 No  |exchange contract 8,197.90| 2022/2/10 | 2022/8/8 - 8,197.90 8,582.48 - 0.00% 345.20
institution party (sell)
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Fi ial N lated Forward foreign
mancta onrelated |\ |exchange contract|  18,437.37) 2022/3/11 | 2022/9/1 24,878.83 26,386.53 ; 0.00%  -1,310.43
institution party

(sell)
Fi ial N lated Forward foreign
T mancta onrelated | No  |exchange contract 12,507.52| 2022/4/7 | 2022/10/10 16,323.43 16,845.74 - 0.00% -769.47
institution party

(sell)
Fi ial N lated Forward foreign
; maneta OnTeRAeE | No  |exchange contract 7,037.84| 2022/5/5 | 2022/11/30 7,037.84 7,349.49 ; 0.00% 292.77
institution party

(sell)
Fi ial N lated Forward foreign
; maneta OnreiAled 1 No  |exchange contract|  10,888.09] 2022/6/2 | 2022/12/23 14,447.06 15,034.70 - 0.00% -559.15
institution party

(sell)
Fi ial N Jated Forward foreign
 mancta onreaee 1 No  |exchange contract 9,319.83| 2022/7/4 | 2023/1/30 14,702.35 14,645.26 607.17 0.03% -519.13
institution  |party

(sell)
Financial  |[Non-related Forward foreign
; mancta onreaee 1 No  |exchange contract 10,632.66| 2022/8/2 | 2023/2/3 16,163.56 14,514.10 2,183.36 0.10% 480.15
institution party

(sell)
Fi ial N lated Forward foreign
; mancia OnTelAted | o |exchange contract|  10,560.82| 2022/9/5 | 2023/2/24 12,986.49 7,733.99 5,376.80 0.24% 14227
institution party

(sell)
Fi - N lated Forward foreign
maneia onTelated | No  |exchange contract|  17,297.95| 2022/10/8 | 2023/4/4 19,447.09 8,612.85 10,392.16 0.47% 214.17
institution  |party

(sell)
Financial Non-related Forward foreign
Financia On-relatee | No  |exchange contract 12,377.21] 2022/11/1 | 2023/4/24 15,220.85 3,494.34 11,361.13 0.52% 041
institution party

(sell)
Fi ial N lated Forward foreign
; mancia OnTeated | No  |exchange contract 9,034.15| 2022/12/2 | 2023/6126 9,034.15 80.36 8.939.17 0.41% 0.80
institution party

(sell)
Fi ial N lated Forward foreign
maneia onrelated | No  lexchange contract|  14,528.73| 2022/4/21 | 2022/8/4 14,528.73 14,986.04 - 0.00% 333.01
institution  |party

(buy)
Financial  |[Non-related Forward  foreign
; mancia onrelated | o lexchange contract 925.07| 2022/5/10 | 2022/12/15 925.07 893.48 ; 0.00% 3811
institution party
(buy)

Financial - Non-related |+ Forward - foreign 1,358.88| 2022/9/22 | 2023/3/21 1,358.88 - 1,355.92 0.06% -
institution  |party exchange contract|

68




Joincare Pharmaceutical Group Annual Report 2022
(buy)
Fi al IN lated Forward foreign|
financial RONTEAted | Ny lexchange contract 831.80| 2022/11/14 | 2023/2/15 ; 831.80 386.81 ; 461.69 0.02% 1.12
institution |party
(buy)
Fi al N ated Forward foreign|
Fmancial RonTeiated 1 N lexchange contract 2,402.70| 2022/12/2 | 2023/6/26 - 2,402.70 1,174.90 1 125776 0.06% 1.89
nstitution [party
(buy)
Fi al IN lated Forward foreign|
[ manetal - OITERIEE | No  |exchange contract | 2002/12122 | 2023/1/30 ; 2,091.39 ; 1 2,089.38 0.09% ;
institution  [party
(buy)
Fi al N lated Forward foreign|
[ manetal - NONTEated | No  lexchange contract | 20221229 | 20231273 - 2,093.79 - 1 2,089.38 0.09% ;
institution  [party
(buy)
Total 220,999.29 - - 57,961.35 200,632.85 207,572.71 - 46,113.94 2.09%) -3,786.71
Source of funds for derivatives investment Own funds
Litigation involved (if applicable) Not applicable

Disclosure date of the announcement in relation to the
approval of investment in derivatives by the Board (if
any)

31 March 2022

Disclosure date of the announcement in relation to the
approval of derivatives investment by the general
meeting of shareholders (if any)

Not applicable

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 ( (&RMTA A Sk 5B EEHIEE) ) 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 ( {7
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A TR E AR 55 P i HI 1 ) ) 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-2.5561 million.

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

Specific opinion of independent Directors on
investment in derivatives and risk control of the
Company

Due to the growing import and export business of the Company, a large amount of foreign exchange transactions are required. To avoid and prevent foreign exchange risk,
we are of the view that the forward foreign exchange derivatives trading business carried out by the Company and its subsidiaries are in line with the actual development
needs of the Company. When the Board reviewed this proposal, the relevant

decision-making procedures were in compliance with the Company Law, the Securities Law, the Rules Governing the Listing of Stocks on the Shanghai Stock Exchange and
other relevant laws and regulations and the provisions in the Articles of Association of the Company. In view of above, we concurred that the Company conducted foreign
exchange derivatives trading business with its own funds within the limit approved by the Board.
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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

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

Unit: 10,000 Yuan

Nature of Main products and Registered Asset size Net assets Revenues Operating

Company business services capital profit

Net profit

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

10,000 48,195.86 35,935.68 26,623.31 9,040.71 8,470.05

Wholesale and retail of
skincare products,
cosmetics, and other
Industry daily necessities; 500 462.49 59.47 293.69 -56.39 -64.87
domestic trading
business, and R&D of
dietary supplements

Taitai
Biotechnology

Powders for injection
(including penicillin-
containing powders),
tablets, hard capsules,
APIs, sterile APIs,
inhalation formulations
Haibin Pharma | Industry (solution for inhalation), 70,000 270,567.22 157,802.84 176,563.89 39,159.15 33,810.82
powders for inhalation,
pharmaceutical
excipients, R&D
technical services, and
testing technical
services

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

Xinxiang

o Industry 17,000 157,414.92 38,007.93 76,236.57 7,717.10 6,303.30
Haibin

Production and sale of
self-produced dietary
Industry supplements, TCM HKD7,317 13,541.87 9,352.64 3,113.88 -552.83 -498.57
decoction pieces, and
drug products

Health
Pharmaceutical

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

Shanghai

Frontier Industry

5,000 16,314.32 11,460.04 9,813.17 2,808.70 2,666.34
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Hiyeah Industry

Commerce

Technology
development of
biologics; investment in
industry, domestic
trading and economic
information consulting.
Production of beverages
and solid beverages;
whole sale of pre-
packaged food
(excluding reheatable
food)

17,800

617.63

566.30

6.25

-41.55

-41.55

Joincare Daily-
Use

Commerce

Wholesale and retail of
skincare products,
cosmetics, and other
daily necessities;
domestic trading
business, and R&D of
dietary supplements

2,500

3,858.95

3,852.62

-0.08

-1.46

Taitai
Genomics

Industry

Screening of human
disease-specific genes,
R&D, production, sale
and technical consulting
service for genetic
engineering drugs and
diagnostic reagents,
wholesale of medical
devices, and in vitro
diagnostic reagents
(except for diagnostic
reagents under special
management)

5,000

3,635.48

3,635.48

0.17

Appraisal
institution

Commerce

Forensic evidence
identification; forensic
toxicology identification
(limited to ethanol
detection and drug
detection).

964.40

888.16

153.10

-54.39

-57.01

Fenglei Electric
Power

Investment

Investment in power
and industry; domestic
commerce, and material
supply and marketing
industry

10,000

29,278.31

14,282.70

91.86

91.86

Hong Kong
Pharmaceutical

Investment

Investment and trading

HKDI1

35,457.68

835.04

131.87

120.99

Jiaozuo
Joincare

Industry

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

50,000

185,715.54

88,087.38

159,030.74

29,330.87

25,470.94

Topsino

Commerce

Investment and trading

HKD89,693

185,901.35

128,993.00

44,136.90

44,080.67

Health
Investment

Investment

According to the laws
where it was
incorporated

USDS5

2,834.63

2,834.63

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

98,129.06

82,133.68

68,579.14

42,109.14

36,773.72

Joincare Special
Medicine Food

Industry

R&D, production and
sale of formula food,
dietary products and
food for special medical
use

2,000

1,720.47

4.46

-311.98

-228.08

Livzon Group

Industry

Drug R&D, production,
manufacturing and sale

93,555

2,486,482.54

1,493,625.16

1,262,957.90

235,055.56

195,554.02

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

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

(IT) 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

The year of 2023 is crucial for the transformation of the Chinese market to the “post-pandemic” era, as
well as an important window period for the reshaping of the pharmaceutical industry and the
transformation and upgrading of enterprises. The main business plans for each business segment of the
Company in 2023 are set as follows:

1.R&D Center

R&D and innovation are the hard power of the Company to maintain sustainable development. The Company
will, on one hand, define the direction of research and development strategy, and screen and evaluate key high-
barrier varieties, to enrich and diversify the pipelines; and will, on the other hand, promote product
transformation, and effectively advance the research and clinical development of existing core products, to
accelerate the launching process.

(1) Strategic plannings of R&D and innovation: In recent years, focusing on inhalation formulations, the Group
has conducted in-depth research on a few of carefully selected new products with high clinical value and
promising market potential, and has achieved good performance. In the future, under the existing R&D pipeline,
the Group will focus on the following R&D areas: 1) Inhalation formulations: continue to enrich the pipeline
and portfolio of inhalation formulations; 2) Complex injections: Complex injections are mainly microcrystals
and liposome injections, with broad clinical application prospect and high technical barrier, and will be added
to the Company’s R&D platforms of high-barrier complex formulation ; 3) New drug delivery devices: drugs
for respiratory treatment are usually delivered through combined medical instruments with a complex structure,
thus posing high requirements on the structural design, performance and quality control. The Group will
develop supporting drug delivery devices based on the progress of R&D of drugs for respiratory diseases,
improve the industrial chain of inhalation formulations, and enhance the added value and core competitive
strengths of products to be launched.

(2) Accelerating the commercialization of existing drugs candidates under R&D: Currently, the Company has
244 drug candidates under R&D, including 45 high-barrier complex formulations. In 2023, the Company will
focus on promoting the marketing application of indacaterol maleate powder for inhalation, salmeterol
xinafoate - fluticasone propionate powder for inhalation, triptorelin acetate microspheres for injection (1-month
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sustained release) and clinical research of XYP-001, Recombinant Anti-Human IL-17A/F Humanized
Monoclonal Antibody Injection and other key varieties, while actively promoting the establishment and
research of innovative high-barrier complex formulations.

(3) In addition to independent research and development, the Company will continue to focus on cutting-
edge technologies, enhance external cooperation, proactively carry out innovative business cooperation in
the global market, and actively seek opportunities for international expansion of cutting-edge technologies
and products through licensing-in, cooperative development and other means. By focusing on its
advantageous fields, the Company will also strive to realize product iteration, build its technology platform,
and improve the construction of product portfolio in its core and advantageous fields, thus achieving long-
term sustainable development.

2. Sales Center

The key work deployments in marketing of prescription drugs are as follows: 1. Strengthen team building and
improve comprehensive quality through expanding and reinforcing the sales team of hospital channels and the
sales team of OTC channels, attracting excellent talents to join the sales team, making brand building a goal,
and enhancing the practical capability and comprehensive quality of marketing teams nationwide; 2. Continue
to strengthen integration of terminal resources, focus on establishing national benchmark areas, benchmark
hospitals and benchmark sales teams, include key hospitals above grade Il in appraisal system, and
comprehensively enhance the coverage and fulfillment rate of evaluation indicators; 3. Make continuous efforts
in commerce, production, end-users and other links, rapidly increase market share and raise brand awareness
in all aspects; 4. Continue to advance construction of digital marketing platform and support for end-user market
activities, effectively combine online and offline methods, and enhance in-depth brand recognition among
doctors and patients; 5. Follow up in real time national medical reform-related policies, strengthen clinical and
pharmacoeconomic research of launched products , and actively respond to medical insurance policy
adjustments and volume-based procurement.

In terms of marketing and promotion of APIs and intermediates, the Company will further strengthen
construction of sales team, make full use of OKR and strengthen management by objectives, to build a vigorous
and highly efficient sales team; continue to deepen cooperation with global strategic customers, pursue further
development in segments, actively develop customer resources, maintain partnership, give full play to the
strength of the company brand, and establish a long-term, stable and win-win cooperation model with strategic
partners. Moreover, the Company will build good brand reputation in global market through close cooperation
with world-class enterprises. In addition, the Company will pay close attention to changes in exchange rates
and market conditions and promptly adjust sales strategies. The Company’s pet formulation product,
imidacloprid moxidectin drops, was launched in 2022. Considering the characteristics and promising
development prospects of animal health products-related business, the Company and our controlled subsidiary
Livzon Group jointly invested in the establishment of a joint venture, aiming at integrating the advantages of
both sides in the fields of R&D, production, brand promotion, online and offline omni-channel marketing, and
further accelerating the business plannings and enhancing efforts of promotion in the field of animal health care.
It is conducive to reinforce and enhance the Company’s inherent advantages in the field of animal health care
APIs and comprehensive competitiveness of business, and enter the rapidly developing consumer market of
animal health care formulations.

Health care products, as the Company’s first business segment developed, are attached great importance to the
Company's entire marketing strategies. In the future, the Group will implement digital marketing system for
increasing the on-line sale; meanwhile, strengthening the “online + offline” synergy to upgrade the offline
marketing model. We will continue to promote organizational structure reform of offline channels, channel in-
depth distribution and integration of key chains, and strengthen the sales empowerment of offline channels
through market resources empowerment, “Menopause Experts’ Views” and chain live-streaming. We will
continue to promote digital marketing system, attract off-site drainage and enhance on-site linkage, while we
deeply conduct big sales events and deliver festival gift boxes to drive online sales. In terms of content
marketing, we expand the KOL cooperation, continue to break through audience boundaries from vertical KOL
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to non-vertical KOL, constantly expanding brand exposure. In terms of brand marketing and building, we will
continue to deepen the cooperation with industry associations and professional forums, strengthen the
professional building of brands, and carry out corresponding joint cooperation in platform promotion and
festival marketing to expand brand exposure and enhance brand sales. In addition, we will continue to increase
investment in user operations, and have established a special user operation team to attract, activate and operate
users with Wecom as the carrier, improve the WeChat digital mall, loyalty points and content operation system,
cultivate original users through user operation, and develop loyal fans belonging to the brand.

3.Production Center

On the production side, the Company will continue to strengthen internal operation management, enhance
the linkage of production, supply and sales plans and improve the operational efficiency of the supply
chain; continue to strengthen quality management throughout the life cycle, attach great importance to the
quality control of products and the effective operation of the quality system to prevent major quality and
safety incidents; further deepen the promotion of lean production, promote the construction of green
energy projects and continue to enhance production efficiency and the domestic driver of energy saving,
emission reduction and green environment protection; actively adopt intelligent technology to optimize
the production process, achieve cost reduction and efficiency enhancement, and further enhance the
competitive edge of core products.

4.Functions and strategies

In 2023, in respect of function management, the major tasks are as follows: firstly, we will further improve
the Company’s organizational structure and its set-up, and comprehensively promote lean management to
reduce costs and improve efficiency; secondly, we will continue to promote the construction of corporate
culture, strengthen the publicizing and following of the corporate culture among the Group and its
subsidiaries, and enhance corporate cohesion and centripetal force; thirdly, we will continue to strengthen
the construction of talents and systems, and improve the objective management system of OKR and KPI
in parallel; fourthly, we will actively practice corporate social responsibility, strive to improve corporate
governance and promote high-quality and sustainable development of the Company; fifthly, we will
actively leverage on our the advantages of internal and external resources to enhance the Group’s brand
influence.

(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 Medical Insurance Catalogue, expansion of volume-based procurement, and other industrial
policies that have been successively launched. In July 2022, the Company’s key product Meropenem for
Injection (V141 FH3E % £515) was selected in the seventh batch of volume-based procurement organized
by the PRC Government. This volume-based procurement was implemented in November 2022 and will
have a great impact on the sales price and market share of this product.

Response measures: The Company will pay close attention to industry dynamics and reform, cope with
major changes in policies of the pharmaceutical industry through early layout, transformation, and
compliance, and actively strengthen new product R&D and innovation and constantly improve its core
competitive strengths. Meanwhile, the Company is actively engaged in the access to the national
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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. Moreover, the volume-based drug procurement is becoming a regular practice.
In the face of the seventh batch of volume-based drug procurement and the possible impact on the business
performance of the Company, the Company will continue to strengthen innovation and improve its
competitiveness, to ensure sound operation. With the Company’s new high-barrier complex formulation,
represented by inhalation formulations appearing on the market one after another, commercialization will
gradually enter a stable contribution period. The Company’s product structure will be further optimized,
and the reliance on a single product will also gradually reduce. The Company will make continued efforts
to innovate and develop innovative medicines and high-barrier complex formulation with high added value
that are urgently needed for clinical research, explore the types of existing products with market potential
and technical barriers, actively reevaluate key medicines after their marketing and assess the consistency
of relevant medicines, continuously optimize the product structure, and actively explore and expand
overseas markets.

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.

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
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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.

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 VN/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 VN/A

77



Joincare Pharmaceutical Group Annual Report 2022

Chapter 4 Corporate Governance

I. Corporate Governance
VApplicable tN/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 14 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 and financial 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, 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
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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 12 meetings of the Supervisory Committee for review of
the periodic report, option exercise, special report on fund raising, 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 restraint 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 2022. Based on the result of performance assessment, the
performance bonus and remuneration of senior management in 2022 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 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.
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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,
give the reasons.

oApplicable YN/A

II. 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 YN/A

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 YN/A

I11. Introduction of General Meetings
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Meeting session

Date of
meeting

Query index of
the designated
website for
publishing the
resolution

Disclosure
date

Meeting resolution

2022 First
Extraordinary
General Meeting

11 February
2022

WWW.sse.com.cn

12 February
2022

Eight (8) resolutions were considered and
approved, including the Resolution on
Changing Certain Projects Invested with
Proceeds, the Resolution on Revision of
Certain Clauses of Articles of Association and
the Resolution on Revision of Certain Clauses
of the Rules of Procedure for the Board
Meetings. See the Announcement on
Resolutions of Joincare Pharmaceutical Group
Industry Co., Ltd. at the 2022 First
Extraordinary General Meeting (Lin 2022-
014) for details

2021 Annual
General Meeting

18 May 2022

WWW.sse.com.cn

19 May
2022

Fourteen (14) resolutions were considered and
approved, including the 2021 Annual Work
Report of the Supervisory Committee, the
Resolution on Election of Mr. Xing Zhiwei as
Supervisor of the Company and 2021 Annual
Work Report of the Board of Directors. See the
Announcement on Resolutions of Joincare
Pharmaceutical Group Industry Co., Ltd. at the
2021 Annual General Meeting (Lin 2022-051)
for details

2022 Second
Extraordinary
General Meeting

8 July 2022

WWWw.sse.com.cn

9 July 2022

Ten (10) resolutions were considered and
approved, including the Resolution on the
Company’s Issuance of GDRs, listing on the
SIX Swiss Exchange and Conversion into a
Joint Stock Limited Company Offering Shares
Overseas, the Resolution on the Plan for the
Company’s Issuance of GDRs and Listing on
the SIX Swiss Exchange and the Resolution on
Report on the Utilization of the Proceeds
Previously Raised by the Company. See the
Announcement on Resolutions of Joincare
Pharmaceutical Group Industry Co., Ltd. at the
2022 Second Extraordinary General Meeting
(Lin 2022-077) for details

2022 Third
Extraordinary
General Meeting

29 August
2022

WWwWWw.sse.com.cn

30 August
2022

The Resolution on 2022 Share Options
Incentive Scheme (Draft) and its Summary,
the Resolution on the Administrative
Measures for Appraisal System of the 2022
Share Options Incentive Scheme of the
Company and the Resolution on the General
Meeting for Granting Mandate to the Board to
Deal with Matters Regarding the Share
Options Incentive Scheme were considered
and approved. See the Announcement on
Resolutions of Joincare Pharmaceutical Group
Industry Co., Ltd. at the 2022 Third
Extraordinary General Meeting (Lin 2022-
095) for details

2022 Fourth
Extraordinary
General Meeting

18 November
2022

WWWw.sse.com.cn

19
November
2022

Four (4) resolutions were considered and
approved, including the Resolution on
Repurchase of Shares of the Company through
Centralized Bidding Transactions, the
Resolution on the General Meeting for
Granting Mandate to the Board to Deal with
Matters Regarding the Repurchase and the
Resolution on Change in Registered Capital of
the Company. See the Announcement on
Resolutions of Joincare Pharmaceutical Group
Industry Co., Ltd. at the 2022 Fourth
Extraordinary General Meeting (Lin 2022-
134) for details

81




Joincare Pharmaceutical Group

Annual Report 2022

Holders of preferred shares with resumed voting rights requesting to hold extraordinary general

meeting

o Applicable Y N/A

Explanations of General Meetings
o Applicable Y N/A

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

VApplicable oN/A
Unit: shares
Total pre-tax
remuneration Receive any
received -
Number Number . remuneration
Start date of shares of shares Change in from the from any
Name Position (Note) Gender | Age of the End date of held at the | held at the shargholdmg Reason for Company related party
the tenure I during the change during the
tenure beginning | end of the . of the
year Reporting
of the year year Period Company or
(RMB Ten not
thousand)
Zhu . 28 August | 27 August
Baoguo Chairman Male 61 2021 2024 334.09 No
Liu . . 28 August | 27 August
Guangxia Vice Chairman Female | 54 2021 2024 347.98 No
. . . 28 August | 27 August Equity
Yu Xiong Director, President Male 62 2021 2024 660,000 800,000 140,000 incentive 360.00 No
. Director, Vice .
Qiu President, Chief Male | 52 | 28August | 27 August 537,400 | 717,409 180,000 | EAuity 224.93 Yes
Qingfeng . . } 2021 2024 incentive
Financial Officer
. . Director, Vice 28 August | 27 August Equity
Lin Nangi President Male 41 2021 2024 1,051,040 | 1,291,040 240,000 incentive 224.93 Yes
- . 28 August | 27 August
Cui Liguo Independent Director Male 53 2021 2024 11.54 No
. . 28 August | 27 August
Huo Jing Independent Director | Female | 47 2021 2024 1154 No
. . . 28 August | 27 August
Qin Yezhi Independent Director Male 49 2021 2024 11.54 No
. 28 August | 27 August
Peng Juan Independent Director | Female | 59 2021 2024 11.54 No
Chairman of
;?ao un the Supervisory Male 55 ggﬁugust %zﬁugust 70.13 No
4 Committee
Peng . 28 August | 27 August
Jinhua Supervisor Female | 61 2021 2024 38,043 38,043 0 4.80 No
Purchase
Xing - 18 May 27 August ) from the
Zhiwei Supervisor Male 37 2022 2024 61,100 0 61,100 secondary 168.88 No
market
Xie . . 28 August | 18 May
Youguo Supervisor(resigned) Male 66 2021 2022 75,442 75,442 0 38.75 No
Vice President i
Zhao ! 28 August | 27 August Equity
Fengguang gszc;rredtary to the Male 48 2021 2024 588,000 768,000 180,000 incentive 2,010.58 No
Total / / / / / 2,949,934 | 3,689,934 740,000 | / /

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 2022 Annual Report for details.

2.Upon the consideration and approval at the 2021 annual general meeting of the Company, Mr. Xing Zhiwei has
been a Supervisor of the Company with effect from 18 May 2022, after that there was not any change in shareholding.

Name Main work experience
Male, born in 1962, with a bachelor's degree. He was the director of Henan Xinxiang Waterborne Resin
Zhu Baoguo 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
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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.

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, director of Livzon Group, chairman of Shanghai Frontier and Haibin
Pharma, independent director of Tianjin Tianyao Pharmaceuticals Co., Ltd. and 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 Nangi

Male, born in 1982, with a bachelor of engineering degree. He was formerly the workshop supervisor
of Chongqing 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.

Cui Liguo

Male, born in 1970, with a master of laws degree. He is the founding partner and director of
Management Committee of Beijing Guantao Law Firm. He is currently an independent director of the
Company, APT Satellite Holdings Limited (security code: 01045), CNNC International Ltd. (security
code: 02302), Frontier Services Group Ltd. (security code: 00500), China Coal Xinji Energy Co., Ltd.
(security code: 601918) and Beijing Life Insurance Co., Ltd.

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 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
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Shanghai Environment and Energy Exchange. She served concurrently as independent director of
Shanghai Sunglow Packaging Technology Co., Ltd. (stock code: 603499), Dynamiker Biotechnology
(Tianjin) Co., Ltd. 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 standing member 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. and a director and the general
manager of the Company’s subsidiary Henan Province Joincare Biopharmaceutical Research Institute
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.

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

On 22 April 2022, the Company held the ninth meeting of the eighth session of the Supervisory Committee
to consider and approve the Resolution on Nominating Mr. Xing Zhiwei as a Candidate for Supervisor of
the Supervisory Committee, and the Supervisory Committee agreed to nominate Mr. Xing Zhiwei as a
candidate for Supervisor of the eighth session of the Supervisory Committee of the Company, and

submitted this resolution to the general meeting for consideration. On 18 May 2022, the Resolution on

Election of Mr. Xing Zhiwei as Supervisor of the Company was considered and approved at the 2021

Annual General Meeting of the Company, pursuant to which Xing Zhiwei serves as the supervisor 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 term of the eighth session of the Supervisory Committee.

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

1. Posts held at corporate shareholders of the Company
JApplicable 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.
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2. Posts held at other entities
VApplicable oN/A
End date
Name Other entities Posts held Start date of the of the
tenure
tenure
Shenzhen Federation of Industry and Hongrary Vice November 2014 /
Commerce President
Federation of Shenzhen Commerce Director April 2015 /
Zhu TNC Greater China Council of Advisors Council Member, December 2012 /
Baoauo Secretary General
g The Paradise International Foundation Director April 2015 /
China Entrepreneur Club Council Member April 2017 /
C_e nt_ral China - Management - Company Independent Director | May 2021 /
Limited
Shang_hal Society - of - Chemistry - and Honorary Director October 2016 /
Chemical Industry
Tianjin Tianyao Pharmaceuticals Co., Ltd. | Independent Director | December 2016 /
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
Chinese Pharmaceutical Association Honorary Director January 2022 /
_ Jiaozuo Jinguan Jiahua Electric Power Co., Director November 2015 /
Qiu Ltd.
Qingfeng | Jiangsu Baining Yingchuang Medical Director November 2020 /
Technology Co., Ltd.
Lin Nangi \I]_lte:jozuo Jinguan Jiahua Electric Power Co., Director January 2022 /
Founding Partner,
Beijing Guantao Law Firm Director of February 1994 /
Management
Committee
APT Satellite Holdings Limited (listed Indepe_nden_t non- July 2007 /
OVerseas) executive director
CNNC International Ltd. (listed overseas) Indepe_nden_t non- November 2008 /
executive director
Cui Liguo Frontier ~ Services Group Ltd.(listed Indepe_nden_t non- June 2020 /
overseas) executive director
Ethdlna Electronics Information Service Co., External Director July 2016 /
Essence Securities Co., Ltd. Independent Director | November 2016 De;:grznzber
Beijing Life Insurance Co., Ltd. Independent Director | March 2018 /
CEC  Xinze (Beijing) Investment .
Management Co., Ltd. External Director May 2018 /
China Coal Xinji Energy Co., Ltd. Independent Director | May 2019 /
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;ﬂ?rtlzrirg;‘essor of
PengJuan | Management of Shanghai Jiao Tong partm September 1997 /
. . Accounting, Doctoral
University .
Supervisor
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Kexin Development Co., Ltd., Shanxi Independent Director July 2016 June 2022
Zhejiang Dibay Electric Co., Ltd. Independent Director August 2016 Azuogzuzst
Jiangsu Pizhou Rural Commercial Bank Independent Director September 2016 July 2022
Dynamiker Biotechnology (Tianjin) Co., Independent Director July 2020 /
Ltd.
Shanghai Sunglow Packaging Technology Independent Director March 2022 /
Co., Ltd.
Shanghai Sunmi Technology Co., Ltd. Independent Director May 2022 /
Shanghai Jiaopeng Technology Co., Ltd. Supervisor July 2019 /
Shanghai Jiaoshang Digital Technology General Manager December 2022 /
Co., Ltd.

Yu Shenzhen Science and Technology Review Expert Novermber 2022 /

Xiaoyun Innovation Commission P
Shenzhen Nanbei Shengying Industrial Director July 2017
. Development Co., Ltd. y
Peng Jinhua Shenzhen Xinfengfan Technology

Development Co., Ltd. Supervisor August 2005

Note Not applicable

(II) Remuneration of directors, supervisors and senior management

JApplicable oN/A

Decision-making
procedure regarding
remuneration of
directors, supervisors
and senior
management

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 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( (3= 1%/ &) Ju 37 3 23 G i
%) ) 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 18 % 2 =] I A L %) ) 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 ( (&2 & B\ 52 #7 K
SNHRZEFLHIEE) ), 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 16 January 2023, 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 2022 Annual
Performance Assessment Result and Remuneration Distribution of Senior Management of the

Company ( (X FA A mFEIN R 2022 FFFE SR ZLE R BH A BERIE) ) was

86




Joincare Pharmaceutical Group

Annual Report 2022

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 2022 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 2022. On 16 January 2023, the
Board of the Company convened the 22th meeting of the 8th session of the Board, at which the
Resolution on Remuneration Distribution of Senior Management for the year 2022 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.

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 2022. Based on the result of
performance assessment, the performance bonus and remuneration of senior management in
2022 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

RMB20.1058 million.

(IV) Changes in directors, supervisors and senior management

VApplicable oN/A

Name Position Change Reason for change
Xie Youguo | Supervisor | Resigned Resigned
Xing Zhiwei | Supervisor Elected Nominated by the Supervisory Committee and elected at the general meeting

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

oApplicable VN/A

(VD Others
oApplicable VN/A

V. Board meetings held during the Reporting Period

Mee?mg Date' of Meeting resolution
session meeting
Eighteen (18) resolutions were considered and approved, including the Resolution on
Changing Certain Projects Invested with Proceeds, the Resolution on the Opening a New
8th meeting of Special Account Designated for Proceeds and Proposed Signing the Proceeds Escrow
the 8th session 2022-01-24 | Agreement by the Company and the Resolution on the 2021 Annual Performance
of the Board Assessment Result and Remuneration Distribution of Senior Management of the Company.
See the Announcement on Resolutions of Joincare Pharmaceutical Group Industry Co., Ltd.
at the 8th meeting of the 8th session of the Board (Lin 2022-006) for details
Nineteen (19) resolutions were considered and approved, including the 2021 Annual Work
9th meeting of Report of the President, 2021 Ann_ual _\No_rk Report of the Board of Directors, 2021_ Final
. Account Report, 2021 Annual Profit Distribution Plan and 2021 Annual Report of Joincare
the 8th session 2022-03-29 !
of the Board Pharmaceu_tlcal Grou_p Industry Co., Lt_d. (Full Text and Abstract). See the Announ§ement
on Resolutions of Joincare Pharmaceutical Group Industry Co., Ltd. at the 9th Meeting the
8th Session of the Board of (Lin 2022-026) disclosed on 31 March 2022 for details
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10th meeting of
the 8th session
of the Board

2022-04-22

The 2022 Q1 Report of Joincare Pharmaceutical Group Industry Co., Ltd., the Resolution
on the Second Phase Ownership Scheme under Medium to Long-term Business Partner
Share Ownership Scheme of the Company (Draft) and its Summary, the Resolution on the
General Meeting for Granting Mandate to the Board to Deal with Matters Related to the
Second Phase Ownership Scheme under Medium to Long-term Business Partner Share
Ownership Scheme of the Company and the Resolution on Convening the 2021 Annual
General Meeting of the Company were considered and approved. See the Announcement on
Resolutions of Joincare Pharmaceutical Group Industry Co., Ltd. at the 10th Meeting of the
8th Session of the Board (Lin 2022-047) disclosed on 25 April 2022 for details

11th meeting of
the 8th session
of the Board

2022-05-31

The Resolution on the Amendment to the Second Phase Ownership Scheme under Medium
to Long-term Business Partner Share Ownership Scheme of the Company (Draft) and its
Summary was considered and approved. See the Announcement of Joincare Pharmaceutical
Group Industry Co., Ltd. on the Amendment to the Second Phase Ownership Scheme under
Medium to Long-term Business Partner Share Ownership Scheme of the Company (Draft)
and its Summary (Lin 2022-053) disclosed on 1 June 2022 for details

12th meeting of
the 8th session
of the Board

2022-06-15

The Resolution on Planning to Issue Global Depository Receipts Overseas and Listing on
the SIX Stock Exchange was considered and approved. See the Indicative Announcement of
Joincare Pharmaceutical Group Industry Co., Ltd. on Planning to Issue Global Depository
Receipts Overseas and List on the SIX Stock Exchange (Lin 2022-061) disclosed on 16 June
2022 for details

13th meeting of
the 8th session
of the Board

2022-06-22

Twenty (12) resolutions were considered and approved, including the Resolution on the
Company’s Issuance of GDRs and Listing on the SIX Stock Exchange and Conversion into
a Joint Stock Limited Company Offering Shares Overseas, the Resolution on the Plan for
the Company’s Issuance of GDRs and Listing on the SIX Swiss Exchange and the
Resolution on Report on the Utilization of the Proceeds Previously Raised by the Company.
See the Announcement on Resolutions of Joincare Pharmaceutical Group Industry Co., Ltd.
at the 13th Meeting of the 8th Session of the Board (Lin 2022-063) disclosed on 23 June
2022 for details

14th meeting of
the 8th session
of the Board

2022-06-30

The Resolution on Adjusting the Exercise Price of the 2018 Share Options Incentive Scheme
of the Company was considered and approved. See the Announcement of Joincare
Pharmaceutical Group Industry Co., Ltd. on Adjusting the Exercise Price of the 2018 Share
Options Incentive Scheme of the Company (Lin 2022-069) disclosed on 1 July 2022 for
details

15th meeting of
the 8th session
of the Board

2022-08-10

Six (6) resolutions were considered and approved, including the 2022 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 year of 2022 and the Resolution on the 2022 Share Options Incentive Scheme
(Draft) and its Summary. See the Announcement on Resolutions of Joincare Pharmaceutical
Group Industry Co., Ltd. at the 15th Meeting of the 8th Session of the Board (Lin 2022-083)
disclosed on 11 August 2022 for details

16th meeting of
the 8th session
of the Board

2022-09-05

The Resolution on Matters Related to the Adjustment of the 2022 Share Options Incentive
Scheme and the Resolution on the First Grant of Share Options to Incentive Participants
were considered and approved. See the Announcement on Resolutions of Joincare
Pharmaceutical Group Industry Co., Ltd. at the 16th Meeting of the 8th Session of the Board
(Lin 2022-100) disclosed on 6 September 2022 for details

17th meeting of
the 8th session
of the Board

2022-10-14

The Resolution on the Cancellation of Certain Share Options Granted but Not Yet Exercised
under the 2018 Share Options Incentive Scheme, the Resolution on Repurchase of Shares
through Centralized Bidding Transactions and the Resolution on the General Meeting for
Granting Mandate to the Board to Deal with Matters Regarding the Repurchase. See the
Announcement on Resolutions of Joincare Pharmaceutical Group Industry Co., Ltd. at the
17th Meeting of the 8th Session of the Board (Lin 2022-119) disclosed on 17 October 2022
for details

18th meeting of
the 8th session
of the Board

2022-10-26

The 2022 Q3 Report of Joincare Pharmaceutical Group Industry Co., Ltd.,

the Resolution on Change in Registered Capital of the Company, the Resolution on the
Amendment to Certain Clauses of the Articles of Association and the Resolution on
Convening the 2022 Fourth Extraordinary General Meeting of the Company were
considered and approved. See the Announcement on Resolutions of Joincare Pharmaceutical
Group Industry Co., Ltd. at the 18th Meeting of the 8th Session of the Board (Lin 2022-124)
disclosed on 17 October 2022 for details

19th meeting of
the 8th session
of the Board

2022-11-28

The Resolution on Co-investment with Controlling Subsidiary Livzon Group was considered
and approved. See the Announcement of Joincare Pharmaceutical Group Industry Co., Ltd.
on Co-investment with Controlling Subsidiary Livzon Group (Lin 2022-136) disclosed on
29 November 2022 for details

20th meeting of
the 8th session
of the Board

2022-12-12

The Resolution on the Establishment of a Joint VVenture with Controlling Subsidiary Livzon
Group and the Resolution relating to the Adjustment to Projected Daily Connected
Transactions between Controlling Subsidiaries Jiaozuo Joincare and Jinguan Electric Power
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were considered and approved. See the Announcement on Resolutions of Joincare
Pharmaceutical Group Industry Co., Ltd. at the 20th Meeting of the 8th Session of the Board
(Lin 2022-141) disclosed on 13 December 2022 for details

21th meeting of
the 8th session
of the Board

2022-12-29

The Resolution on the Temporary Replenishment of Working Capital with Idle Proceeds was
considered and approved. See the Announcement of Joincare Pharmaceutical Group
Industry Co., Ltd. on the Temporary Replenishment of Working Capital with Idle Proceeds
(Lin 2022-146) disclosed on 30 December 2022 for details

VI. Performance of duties by directors

(1) Attendance by directors of the Board meetings and general meetings

Attendance
Attendance of the Board meetings at general
meetings
Whether Number Whether the
Name ingepen Number of Number of 01_‘ Number Numb director Number of
ent - - meetings of has been attendances
director !“ee“”gs the meetings attended meetings er of absent from at the
director should attended through attended Absen o general
attend for the year | in person . ces - :
electronic | by proxy consecutive | meetings
means meetings
Zhu Baoguo No 14 14 8 0 0 No 4
Liu No 14 14 8 0 0 No 3
Guangxia
Yu Xiong No 14 14 8 0 0 No 5
Qir%'f‘éng No 14 14 8 0 0 No 5
Lin Nanqi No 14 14 8 0 0 No 5
Cui Liguo Yes 14 14 8 0 0 No 5
Huo Jing Yes 14 14 8 0 0 No 5
Qin Yezhi Yes 14 14 8 0 0 No 5
Peng Juan Yes 14 14 8 0 0 No 4
Statement on absence from two consecutive meetings
oApplicable VN/A
Board meetings held during the year 14
In which: On-site meetings 6
Meetings held through electronic means 8
Meetings held both in the form of on-site meeting and through electronic means 0

(2) Objections raised by directors to affairs of the Company

oApplicable VN/A

(3) Others
oApplicable YN/A

VII. Board committees

VApplicable tN/A

(1). Members of the Board committees

Committee name

Member

Audit Committee

Qin Yezhi, Huo Jing, Peng Juan

Nomination Committee

Cui Liguo, Qiu Qingfeng, Huo Jing

Remuneration Committee

Huo Jing, Qin Yezhi, Peng Juan

Strategy Committee

Zhu Baoguo, Yu Xiong, Qin Yezhi, Cui Liguo, Peng Juan

(CSR) Committee

Corporate Social Responsibility

Zhu Baoguo, Lin Nanqi, Cui Liguo
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(2). 7 meetings were held by the Audit Committee during the Reporting Period

Important
. opinion
Date of meeting Content and
suggestion
21 January 2022 Review of the 2021 Ann_ual Financial Statements of Joincare harmaceutical Group Approved
Industry Co., Ltd. (Unaudited)
Review of the Draft Audit Opinions for the 2021 Annual Financial Statements of
21 March 2022 Joincare Pharmaceutical Group Industry Co., Ltd. Approved
Review of the Audit Report for the 2021 Annual Financial Statements of the
. Approved
Company (Final)
Review of the Audit Report for the 2021 Annual Internal Control of the Company
(Final) Approved
Review of the Summary Report on Audit Work for the Year 2021 from Grant Thornton A d
(Special General Partnership) pprove
Review of the Self-Assessment Report of Joincare Pharmaceutical Group Industry Co.,
29 March 2022 Ltd. on Risk Management and Inte?nal Control for the Year 2021 P / Approved
Review of the Resolution on Appointment of Grant Thornton (Special General A d
Partnership) as the Auditor of the Company for the Year 2022 pprove
Review of the Resolution on Daily Connected Transactions between the Controlling A d
Subsidiaries Jiaozuo Joincare and Jinguan Electric Power pprove
Review of the Resolution on Providing Loan Guarantee for Jinguan Electric Power by A d
the Company and its Controlling Subsidiary Jiaozuo Joincare pprove
22 April 2022 Review of the 2022 Q1 Report of Joincare Pharmaceutical Group Industry Co., Ltd. Approved
26 October 2022 Review of the 2022 Q3 Report of Joincare Pharmaceutical Group Industry Co., Ltd. Approved
28 November Review of the 2022 Financial Statements and Internal Control Audit Proposal of A d
2022 Joincare Pharmaceutical Group Industry Co., Ltd. pprove
12 December the Resolution relating to the Adjustment to Projected Daily Connected Transactions A d
2022 between Controlling Subsidiaries Jiaozuo Joincare and Jinguan Electric Power pprove
(3). 4 meetings were held by the Remuneration Committee during the Reporting Period
Important
Date_ of Content opinion and
meeting :
suggestion
24 January Review of the Resolution on the 2021 Annual Performance Assessment Result and A d
2022 Remuneration Distribution of Senior Management of the Company pprove
Review of the Review of the Resolution on the 2022 Share Options Incentive Scheme Approved
10 August (Draft) and its Summary PP
2022 Resolution on the Administrative Measures for Appraisal System of the 2022 Share A
: - pproved
Options Incentive Scheme of the Company
Review of the Resolution on Matters Related to the Adjustment of the 2022 Share Options
5 September Incentive Scheme Approved
2022 - - - - - —
Review of the Resolution on the First Grant of Share Options to Incentive Participants Approved
14 October Review of the Resolution relating to Cancellation of Certain Share Options of the Approved
2022 Company Granted but Not Yet Exercised under the 2018 Share Options Incentive Scheme Pp

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

2022

Date_ of Content Important opinion
meeting and suggestion
Review of the Resolution on Planning to Issue Global Depository Receipts
15 June 2022 Overseas and Listing on the SIX Stock Exchange Approved
Review of the Resolution on the Company’s Issuance of GDRs and Listing on the
SIX Stock Exchange and Conversion into a Joint Stock Limited Company Offering Approved
Shares Overseas
22 June 2022 | Review of the Resolution on the Plan for the Company’s Issuance of GDRs and Approved
Listing on the SIX Swiss Exchange pp
Review of the Resolution on the Plan for the Use of Proceeds Raised by the
Approved
Issuance of GDRs
28 November | Review of the Resolution on Co-investment with Controlling Subsidiary Livzon Approved

Group

90




Joincare Pharmaceutical Group Annual Report 2022

12 December
2022

Review of the Resolution on the Establishment of a Joint Venture with Controlling
Subsidiary Livzon Group

Approved

(5). 2 meetings were held by the Corporate Responsibility Committee during the Reporting Period

Date of meeting

Content

Important opinion
and suggestion

Review of the 2021 Corporate Social Responsibility Report of Joincare

2022

Ltd.

Pharmaceutical Group Industry Co., Ltd. Approved
Review of the Resolution on the Set-up of Environmental Management A d
29 March 2022 Targets for Carbon Emissions of Joincare Group Pprove
Review of the Resolution on the Introduction of ESG Indicator Assessment
Mechanism into Individual Performance of the Corporate Responsibility Work Approved
Group of Joincare Pharmaceutical Group
23 November Review 'o'f' the Resolution on. the Establishme_nt of 2022 Corporate
Responsibility Work Group of Joincare Pharmaceutical Group Industry Co., Approved

(6). Affairs subject to objection
oApplicable VN/A

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

oApplicable VN/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

) Employees
Number of active employees of the parent company 517
Number of active employees of major subsidiaries 13,599
Total number of employees 14,116
Number of retired employees for whom the parent company and major 669
subsidiaries need to pay certain expenses
Profession
Category Number

Production staff 8,312
Sales staff 2,635
Technical staff 2,181
Financial staff 258
Administrative staff 730

Total 14,116

Education background
Education background Number

PhD 64
Postgraduate 620
Undergraduate 3,730
Junior college diploma 4,021
Others 5,681

Total 14,116

(IT) 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
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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.

(IIT) Training programs

VApplicable oN/A

In 2022, 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.

(IV) Outsourced workers
oApplicable VN/A

X. Profit distribution proposal or proposal for capitalization of capital reserve
() Formulation, implementation or adjustment of cash dividend distribution policy
JApplicable 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 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 18 May 2022, the Company convened the 2021 Annual General Meeting, at which the Company's

Profit Distribution Plan for 2021 was considered and approved: a cash dividend of RMB1.50 (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 2021, 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.
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3. Profit distribution scheme for 2022

Based on the audit conducted by Grant Thornton (Special General Partnership), in 2022, the Parent
Company generated net profit of RMB849,731,957.95, 10% of which was contributed to the statutory
surplus reserve, namely RMB84,973,195.80, the remainder of which, together with undistributed profits
for the last year of RMB1,400,174,178.18 and gain on disposal of other equity investments of
RMB80,749,859.60, subtracting cash dividends for the last year of RMB277,557,631.65, is the profits
available for distribution to shareholders for the year of RMB1,968,125,168.28.The Company plans to
distribute cash dividends for the fiscal year 2022, based on the total number of shares for dividend
distribution, which is defined by the total shares of Company, minus the shares in the Share Repurchase
Account, 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.

(IT) Special statement on cash dividend distribution policy
JApplicable oN/A

Whether it meets the requirements of the articles of association or the resolution of the general meeting VYes oNo
Are there defined and clear distribution qualifications and proportions \Yes oNo
Are there well-designed decision-making procedures and system \Yes oNo
Have independent directors performed their duties and role properly \Yes oNo
Whether the minority shareholders have the chance to fully express their opinions and demands and N

: . - . Yes oNo
whether their legitimate rights and interests have been well protected

(IIT) 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 VN/A

(IV) Profit distribution and conversion of capital reserve into share capital for the Reporting
Period

JApplicable 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) 342,139,018.68

Net profit attributable to ordinary shareholders of the listed company in the consolidated

financial statement during the year of distribution 1,502,595,840.48

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

in the consolidated financial statement (%) 22.77
Amount of repurchase of shares under cash offer included in cash dividend 724,513,822.62
Total amount of dividend (tax inclusive) 1,066,652,841.30
Total amount of dividend as a percentage of the net profit attributable to ordinary 70.99

shareholders of the listed company in the consolidated financial statement (%)

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 2022 will be RMB342,139,018.68 (tax inclusive) based on the total share capital of
1,929,189,374 shares less the 28,417,048 shares in the Share Repurchase Account of the Company as of 31 December 2022.
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.
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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

The number of share options exercised was 4,005,170 from 1
January 2022 to 31 March 2022. As of 31 March 2022, the
number of options cumulatively exercised and completing share
transfer registration during the exercise period of the first grant
and reserved grant under the 2018 Share Options Incentive
Scheme of the Company was 28,835,036.

See the Announcement on 2022 Q1 Independent Exercise
Results of the 2018 Share Options Incentive Scheme of
Joincare Pharmaceutical Group Industry Co., Ltd. &
Changes in Shares (Lin 2022-038) disclosed by the
Company on 2 April 2022 for details.

The Resolution on the Second Phase Share Ownership Scheme
under Medium to Long-term Business Partner Share Ownership
Scheme of the Company (Draft) and its Summary and the
Resolution on the General Meeting for Granting Mandate to the
Board to Deal with Matters Related to the Second Phase Share
Ownership Scheme under Medium to Long-term Business
Partner Share Ownership Scheme of the Company were
considered and approved at the Congress of Workers and Staff,
the 10th Meeting of the 8th Session of the Board, and the 9th
Meeting of the 8th Session of the Supervisory Committee on 22
April 2022.

The said resolutions were considered and approved at the 2021
Annual General Meeting on 18 May 2022.

See the relevant Announcements on the Second Phase
Share 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 25 April 2022 for
details;

See the Announcement on Resolutions of Joincare
Pharmaceutical Group Industry Co., Ltd. at the 2021
Annual General Meeting (Lin 2022-051) disclosed by the
Company on 19 May 2022 for details.

The Resolution on Revision of the Second Phase Share
Ownership Scheme under Medium to Long-term Business
Partner Share Ownership Scheme of Joincare Pharmaceutical
Group Industry Co., Ltd. (Draft) and its Summary was
considered and approved at the 11th Meeting of the 8th Session
of the Board and at the 10th Meeting of the 8th Session of the
Supervisory Committee on 31 May 2022.

See the Announcement on Resolution in Relation to
Revision of the Second Phase Share Ownership Scheme
under Medium to Long-term Business Partner Share
Ownership Scheme of Joincare Pharmaceutical Group
Industry Co., Ltd. (Draft) and its Summary (Lin 2022-
053), and the Second Phase Share Ownership Scheme
under Medium to Long-term Business Partner Share
Ownership Scheme of Joincare Pharmaceutical Group
Industry Co., Ltd. (Revised Draft) and its Summary
disclosed by the Company on 1 June 2022 for details.

On 1 June 2022, the First Holders” Meeting of the Second Phase
Share Ownership Scheme of Medium to Long-term Business
Partners was held by the Company, at which the Resolution on
Establishing the Management Committee of the Second Phase
Share Ownership Scheme of the Company, the Resolution on
Electing Members of the Management Committee of the Second
Phase Share Ownership Scheme and the Resolution on
Authorizing the Management Committee of the Second Phase
Share Ownership Scheme of the Company to Handle Matters
Related to the Employee Share Ownership Scheme were
considered and approved.

See the Announcement on Resolutions of Joincare
Pharmaceutical Group Industry Co., Ltd. at the First
Holders’

Meeting of the Second Phase Share Ownership Scheme of
Medium to Long-term Business Partners (Lin 2022-056)
disclosed by the Company on 2 June 2022 for details.

As of 7 June 2022, the Second Phase Share Ownership Scheme
of the Company has purchased a total of 6,275,372 shares by
way of secondary market centralized bidding trading,
representing 0.33% of the total share capital of the Company at
that time, with a total turnover of RMB75,740,661.60 and an
average transaction price of approximately RMB12.07 per share.
Then the Company has completed the purchase of the underlying
shares for the Second Phase Share Ownership Scheme.

See the Announcement of Joincare Pharmaceutical Group
Industry Co., Ltd. on Completing the Purchase of Shares
for the Second Phase Share Ownership Scheme under
Medium to Long-term Business Partner Share Ownership
Scheme (Lin 2022-059) disclosed by the Company on 8
June 2022 for details.

The Resolution on Adjusting the Exercise Price of the 2018
Share Options Incentive Scheme of the Company was
considered and approved at the 14th Meeting of the 8th Session
of the Board and at the 12th Meeting of the 8th Session of the
Supervisory Committee on 30 June 2022. Due to profit
distribution, the exercise price under the first grant was adjusted
to RMB7.59 per share, while that under the reserved grant was
adjusted to RMB10.01 per share.

See the Announcement on Adjusting the Exercise Price of
the 2018 Share Options Incentive Scheme of the Company
by Joincare Pharmaceutical Group Industry Co., Ltd. (Lin
2022-069) disclosed by the Company on 1 July 2022 for
details.
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The number of options exercised in total was 807,589 from 1
April 2022 to 30 June 2022. As at 30 June 2022, the number of
options cumulatively exercised and completing share transfer
registration under the first grant and reserved grant of the 2018
Share Options Incentive Scheme of the Company was
29,642,625.

See the Announcement on 2022 Q2 Independent Exercise
Results of the 2018 Share Options Incentive Scheme of
Joincare Pharmaceutical Group Industry Co., Ltd. &
Changes

in Shares (Lin 2022-071) disclosed by the Company on 2
July 2022 for details.

The Resolution on the 2022 Share Options Incentive Scheme
(Draft) and its Summary of the Company and other relevant
resolutions were considered and approved at the 15th Meeting
of the 8th Session of the Board and at the 13th Meeting of the
8th Session of the Supervisory Committee on 10 August 2022.
The above resolutions were considered and approved at the 2022
third extraordinary general meeting on 29 August 2022.

See the Announcement on the 2022 Share Options
Incentive Scheme (Draft) and its Summary of Joincare
Pharmaceutical Group Industry Co., Ltd. (Lin 2022-087)
and relevant announcements disclosed by the Company on
11 August 2022 for details;

See the Announcement on Resolutions of Joincare
Pharmaceutical Group Industry Co., Ltd. at the 2022 third
extraordinary general meeting (Lin 2022-095) disclosed
by the Company on 30 August 2022 for details.

The Resolution on the Matters Related to the Adjustment of the
2022 Share Options Incentive Scheme and the Resolution on the
First Grant of Share Options to Incentive Participants were
considered and approved at the 16th Meeting of the 8th Session
of the Board and at the 14th Meeting of the 8th Session of the
Supervisory Committee on 5 September 2022. The number of
incentive participants under this incentive scheme was adjusted
from 430 to 423, while the number of share options granted was
adjusted from 55,000,000 to 54,950,000. The first grant date was
5 September 2022, and 49,450,000 share options were granted
to 423 incentive participants.

See the Announcement on the Matters Related to the
Adjustment of the 2022 Share Options Incentive Scheme
of Joincare Pharmaceutical Group Industry Co., Ltd. (Lin
2022-101), the Announcement on the First Grant of Share
Options to Incentive Participants of Joincare
Pharmaceutical Group Industry Co., Ltd. (Lin 2022-102)
and other relevant announcements disclosed by the
Company on 6 September 2022 for details.

The number of options exercised was 2,249,270 from 1 July
2022 to 30 September 2022. As at 30 September 2022, the
number of options cumulatively exercised and completing share
transfer registration under the first grant and reserved grant of
the 2018 Share Options Incentive Scheme of the Company was
31,891,895.

See the Announcement on 2022 Q3 Independent Exercise
Results of the 2018 Share Options Incentive Scheme of
Joincare Pharmaceutical Group Industry Co., Ltd. &
Changes in Shares (Lin 2022-115) disclosed by the
Company on 11 October 2022 for details.

The Resolution relating to the Cancellation of Certain Share
Options of the Company Granted but Not Yet Exercised under
the 2018 Share Option Incentive Plan was considered and
approved at the 17th meeting of the 8th session of the Board and
the 15th meeting of the 8th session of the Supervisory
Committee of the Company on 14 October 2022, 26,000 share
options under the reserved grant that have been granted but not
yet exercised by certain incentive participants were cancelled
due to not being exercised by them within the validity period of
the options.

Upon review and confirmation by the Shanghai Branch of China
Securities Depository and Clearing Corporation Limited, the
said cancellation of 26,000 share options was completed on 24
October 2022.

See the Announcement on the Cancellation of Certain
Share Options of the Company Granted but Not Yet
Exercised under the 2018 Share Option Incentive Plan of
Joincare Pharmaceutical Group Industry Co., Ltd. (Lin
2022-120) disclosed by the Company on 17 October 2022
for details.

The number of options exercised was 1,534,105 from 1 October
2022 to 31 December 2022. As at 31 December 2022, the
number of options cumulatively exercised and completing share
transfer registration under the first grant and reserved grant of
the 2018 Share Options Incentive Scheme of the Company was
33,426,000.

See the Announcement on 2022 Q4 Independent Exercise
Results of the 2018 Share Options Incentive Scheme of
Joincare Pharmaceutical Group Industry Co., Ltd. &
Changes in Shares (Lin 2023-001) disclosed by the
Company on 4 January 2023 for details

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

Equity incentives
oApplicable YN/A

Others
oApplicable YN/A

Employee share ownership scheme
oApplicable VN/A
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Other incentive program
oApplicable VYN/A

(3) Equity incentives granted to directors and senior management during the Reporting Period
VApplicable oN/A

Unit: 10,000 shares

Number Number of Number Number Market
of share newly Number of of of share rice at
options granted exercisable | exercised Exercise price options tr?e end of
. held at share options options p P
Name Title - . - of share held at the
the options during the during - .
S f . options(RMB) the end Reporting
beginning during the Reporting the of the Period
of the Reporting Period Reporting eriod (RMB)
year Period Period P
. Director,
Yu Xiong President 14 80 14 14 7.74 80 11.29
LinNangi | Director, Vice 24 80 24 24 7.74 80 11.29
President
Qiu Director, Vice
- resident, Chie . .
Qingfen President, Chief 18 60 18 18 7.74 60 11.29
greng Financial Officer
Zhao Vice President, 18 60 18 18 759 60 11.29
Fengguang Board Secretary
Total / 74 280 74 74 / 280 /

(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 2022 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 2022. 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.

XII. Development and implementation of internal controls during the Reporting Period
VApplicable tN/A

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.
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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 2022. 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 2022 of Joincare Pharmaceutical Industry
Group Co., Ltd. disclosed by the Company on 11 April 2023 for details.

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

XIII. 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 2022. In
accordance with the Basic Standards for Enterprise Internal Control and the Application Guidelines for
Enterprise Internal Control, Grant Thornton China conducted audit of the effectiveness of internal control
over financial reporting of the Company and its subsidiaries as of 31 December 2022, and issued a standard
internal control audit report with unqualified opinion. See the Internal Control Audit Report 2022 of
Joincare Pharmaceutical Industry Group Co., Ltd. disclosed by the Company on 11 April 2023 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.
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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 2022, the Company held 6 meeting
through a combination of on-site + virtual means, accounted for 42.86% of the number of all meetings,
representing an increase of 38.51% 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 VN/A
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Chapter 5 Environmental and Social Responsibility

I. Environmental information

If the environment protection mechanism was
. Yes
established
Amount of funds invested in environment protection 12.273.48
during the Reporting Period (Unit: RMB0’000) T
(I) 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
iJiaozuo Joincare
Number Pollutant Total Total
Name of Name of major Number of Discharge discharge amount of :
Mode of of . . amount of . Excessive
company or pollutants and " . discharge concentratio standards . discharge .
- . discharge discharge . discharge discharge
subsidiary specific pollutants outlets n (mg/L) implemented approved
outlets (t/a)
(mg/L) (t/a)
Chemical oxygen . Master outlet in .
. Continuous 119 220 757 942.1 Nil
Jiaozuo demand sewage
. - 1
Joincare Ammonia . treatment R
. Continuous 14 35 91 105.3 Nil
nitrogen workshop
iiTaitai Pharmaceutical
Name of major Number . Piollutant Total o
Name of Number of Discharge discharge amount of .
pollutants and Mode of of . . amount of . Excessive
company or specific discharoe discharce discharge concentratio standards discharce discharge discharce
subsidiary P g g outlets n (mg/L) implemented g approved &
pollutants outlets (t/a)
(mg/L) (t/a)
Chemical 39.44 345 035 19.34 Nil
oxygen demand Mast fet i
- - aster outlet in
Biochemical _ sewage 3.05 150 0.021 / Nil
oxygen demand | Intermittent 1
Suspended treatment _
Taitai solids workshop 4 250 0.034 / Nil
Pharmaceutical PH value 7.66 69 / / Nil
Sulfur dioxide Discharge 1.69 50 0.20 / Nil
Nllgror%e n 10 )tude Intermittent 1 outlet of boiler 13.92 150 0.16 / Nil
articu’ate exhaust gas 14.26 20 0.15 / Nil
matter
iii Haibin Pharma
Name of major Number . Ppllutant Total etz
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 , 54.8 500 3.2 4165 Nil
oxygen demand Master outlet in
Ammonla 1 sewage treatment 0.99 45 006 375 Nil
nitrogen workshop
- Total nitrogen 6.09 70 0.3374 5.83 Nil
Haibin Total volatile | Intermittent
Pharma i
organic 1 Discharge outlet of 0.42 100 0.0013 0.50 Nil
process exhaust gas
compounds
Non-methane Discharge outlet of
1 exhaust gas in 11.27 60 0.87 5.04 Nil
hydrocarbon .
sewage station
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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 -
- e discharge discharge | discharge outlets . discharge discharge
subsidiary specific outlets (ma/L) implemented (t/a) approved
pollutants (mg/L) (t/a)
Chemical
Xinxian oxygen Master outlet in 66.01 220 9.8 14.81 Nil
Haibing demand Continuous 1 sewage treatment
Arpmonla workshop 592 35 0.78 166 il
nitrogen
v Fuzhou Fuxing
Name of NUmEn Pollutant Total
Name of major Mode of f Number of disch Discharge discharge Total amount of E .
company or pollutants di Ohe o di ?\ umber OI ISCArge |~ concentration standards amount of discharge dgce;]sswe
subsidiary | and specific Ischarge Ischarge O (mg/L) implemente | discharge (t) approved Ischarge
outlets
pollutants d (mg/L) (t/a)
Chemical
oxygen .
Fuzhou demand termittent ) The northwest side 16.59 100 19.41 102.19 Nil
Fuxing (COD) of the factory
Ammonia 0.22 15 0.255 1022 Nil
nitrogen
Note: The discharge concentration represents the actual discharge concentration. The standards implemented
represent the standards for discharge to the environment by Jiangyin sewage plant (JLFfi5 /K43 7) (i.e. COD
<100mg/L, ammonia nitrogen <15mg/L), and the agreed standard for discharge of COD and ammonia nitrogen
from the company to Jiangyin sewage plant shall be <500mg/L and <60mg/L, respectively. The data was obtained
from Fuging Environmental Protection Bureau.
vi Livzon Xinbeijiang
Name of Pollutant Total
Name of major Number . Discharge discharge i amount of .
Mode of of Number of discharge A amount of 5 Excessive
company or | pollutants and 5 . concentration standards 3 discharge :
L e discharge discharge outlets . discharge discharge
subsidiary specific outlets (mg/L) implemente ) approved
pollutants d (mg/L) (t/a)
Chemical
. oxygen 88.3 240 70.95 213.6 Nil
_lez__qn demand Intermittent 1 Sewage treatment
Xinbeijiang Ammonia workshop
. 33 70 2.69 245 Nil
nitrogen
Note: The discharge concentration represents the concentration of discharge into Qingyuan Henghe Sewage
Treatment Plant (J5 84 1 i5 7K 422 ), while the standard adopted for discharge represents the standard
stipulated in the pollutant discharge license of the company, i.e. COD <240mg/L, ammonia nitrogen <70mg/L. The
data was obtained from Qingyuan Environmental Protection Bureau.
vii Livzon Hecheng
Pollutant
Nam.e o Number Discharge discharge Total ekl
Name of major Mode of f Number of : dard f amount of E .
company or pollutants and di ohe o di oh discharge conc/eCt/ratm? . st;?n ares d z:ir_nmdnt ° discharge dxc?qsswe
subsidiary specific ischarge ischarg outlets (mg )3(mg implemente ischarge approved ischarge
e outlets m?®) (mg/L)/(mg/ (t)
pollutants m) (Va)
Chemical
oxygen 120 192 15.37 26.68 Nil
demand ) Wastewater
- Intermittent 1 treatment
Ammonia station
nitrogen 1.78 40 1.38 5.48 Nil
(NHs-N)
. Sulfur 3 Boiler room 3 50 0.125 / Nil
Livzon dioxide
Hecheng Nitrogen 3 Boiler room 74.85 150 2.051 / Nil
oxide .
Particulate Orggnlzed . .
matter continuous 3 Boiler room 1.43 20 0.034 / Nil
Hvdrogen emission
yarog 7 Workshop 2.29 100 0.829 / Nil
chloride
Non-methane 7 Workshop 11.41 60 7.551 77.76 Nil
hydrocarbon
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Non-methane 1 RTO 5.25 60 0.815 Nil
hydrocarbon
Nitrogen 1 RTO 30 200 2.278 / Nil
oxide
Sulfur 1 RTO 3 200 0.467 / Nil
dioxide
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 for Boiler
Atmospheric Pollutants in Guangdong Province (DB 44/765-2019) ( () & 84k K75 Sk ) (DB
44/765-2019)). The workshop and wastewater treatment station emission complied with the “Air Pollutant Discharge
Standards for Pharmaceutical Industry” ( il 24 Tk KS375 J VI HEBURED ) (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 2 A - 3 Excessive
company or pollutants discharde discharde discharge concentration standards of discharge discharge discharde
subsidiary | and specific g g outlets (mg/L) implemented ) approved g
outlets
pollutants (mg/L) (t/a)
Chemical
Gutian oxygen Southeastern 46.37 120 11.274 108 Nil
. demand Continuous 1 part of the
Fuxing Ammonia factory zone .
nitrogen 9.80 35 2.381 315 Nil
Note: The discharge concentration represents the concentration of ultimate discharge into the environment, while
the standard adopted for discharge represents the standard stipulated in the pollutant discharge license of the
company, i.e. COD <120mg/L, ammonia nitrogen <35mg/L.
ix Livzon Limin
Name of Number Pollutant Total
Name of major Mode of of Number of Discharge discharge Total amount | amount of Excessive
company or | pollutants and " ; discharge concentratio standards of discharge discharge :
o b discharge discharge . discharge
subsidiary specific outlets n (mg/L) implemented ® approved
outlets
pollutants (mg/L) (t/a)
Chemical
Livzon oxygen Wastewater 19.00 110 4.86 Nil Nil
Limin demand Intermittent 1 treatment
Ammonia station 0.51 15 0.14 Nil Nil
nltrogen
Note: The wastewater of Livzon Limin was discharged into Shaoguan Second Sewage Treatment Plant (#8517 45
57K AbBE) ) and the standard adopted for pollutant discharge represented the standard stipulated in the pollutant
discharge license of the company, i.e. COD <110mg/L, ammonia nitrogen <15mg/L, while the data detected by third
party inspection was adopted as the discharge concentration.
x Livzon Pharmaceutical Factory
Name of Number Pollutant Total
Name of major Mode of of Ngmber of Dlscharg.e discharge Total amount of Excessive
company or pollutants discharae discharae discharge concentration standards amount of discharge discharae
subsidiary and specific g outletg outlets (mg/L) implemented | discharge (t) approved Y
pollutants (mg/L) (t/a)
Chemical Wastewater
Livzon oxygen 1 treatment 17.65 120 222 Nil Nil
. demand . station
Pharmaceutical Intermittent
Factory Ammonia Wastewater . .
- 1 treatment 0.10 20 0.012 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 Schedule 2 Water
Pollutant Discharge Concentration Limits for Newly-Built Enterprises (¢ 2 #1224\ 7K 5 G HEi ik & fRAE) of
the Emission Standard for Pharmaceutical Industrial Water Pollutants from Mixing and Formulation Category ( 7%
B 1 7281 24 Tk /K5 GenHERERHE ) ) (GB 21908-2008), Schedule 2 Water Pollutant Discharge Concentration
Limits for Newly-Built Enterprises (38 2 & 4k 7K i5 4 ¥ HEJBOA& B2 BR{E) of “Discharge Standards for
Biopharmaceutical Industrial Wastewater” ( £E4 T #2281 25 Tk 5 Wb #E) ) (GB 21907-2008), and
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the level 1 of phase 11 standard of “Guangdong Provincial Capping on Polluted Effluents Discharge” ( ¢/~ &R & /K
S AHERR(EDY ) (DB44/26-2001).

xi Ningxia Pharmaceutical

Pollutant Total
Name of - Total
Name of major Mode of Nug}ber Number of Discharge gtlzgzz:gi amount amgfunt Excessive
company or Ol discharge discharge elEEEE CETGEEC implemented & discharge discharge
i L 3 .
subsidiary Z‘?ﬁftg:ﬁs outlets outlets (mg/L)/(mg/m°) (mg/L)/(mg/ dlsc(rtl)arge approved
P m’) )
Chemical Sewage
oxygen treatment 108 200 110.47 Nil Nil
demand 1 workshop on
Ammonia the north side
nitrogen of the factory 0.6 25 0.74 Nil Nil
9 zone
Sulfur .
dioxide Boiler 92 200 24.46 156.816 Nil
Ningxia Nitrogen . workshop on .
Pharmaceutical oxide Continuous 1 north side of 138 200 72.72 156.816 Nil
Particulate factory zone 14 30 611 93,522 Nil
matter
4 outlets for
e
organic 9 refinery and 2 2.2 100 5.38 79.535 Nil
compounds
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 X #1 Z & A FR 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 emission concentration of boiler exhaust gas represents the self-monitoring average concentration throughout
the year, the standard adopted for discharge was the standard stipulated in the pollutant discharge license of the
company and the amount of discharge was calculated by the amount indicated by online monitoring. The
concentration of volatile organic compounds (VOCs) represents the concentration of ultimate discharge to the
environment (self-monitoring concentration). The adopted standard was the standard limits stipulated in Schedule |
of the “Air Pollutant Discharge Standards for Pharmaceutical Industry” ( #1245 TV k<75 YW HE R HE) )
(GB37823-2019) and the amount of discharge was calculated by the amount of exhaust gas emissions and the
discharge concentration recorded by the monitoring report.
xii Jiaozuo Hecheng
Name of Number Pollutant Total
Name of major Number of Discharge discharge Total amount of .
Mode of of . . . Excessive
company or | pollutants and . . discharge concentratio standards amount of discharge .
- . discharge discharge . . discharge
subsidiary specific outlets n (mg/L) implemented | discharge (t) approved
outlets
pollutants (mg/L) (t/a)
Chemical Mast et i
. oxygen aster outlet In 99.213 220 8.037 60.8 Nil
Jiaozuo . industrial
demand Continuous 1
Hecheng A - wastewater
mmonia workshop 3.483 35 0.281 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.
xiii Shanghai Livzon
Name of Number Dischar Pollutant Total
Name of major umbe Number of 1seharge discharge Total amount amount of .
Mode of of . concentration . . Excessive
company or | pollutants discharee discharee discharge (mg/Ly/(mg/ standards of discharge discharge discharee
subsidiary | and specific g o tletf outlets gm3) 9 implemented (t) approved g
pollutants v (mg/L)/(mg/m?) (t/a)
. Chemical
Shanghai oxygen Intermittent 1 Master outlet 39.92 50 330 6.291 Nil
Livzon in the park
demand
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Ammonia 472 58 0.38 0.923 Nil
nitrogen
. No. 5 and 6
Particulate 2 outlets on the : - 0.008 0.054 Nil
matter .
Organized roof
Volatile intermittent No.l1,2,3,4,
organic discharge 8 7, tgl t9 "‘ndﬂllo 135 60 0.03 0.82 Nil
compounds outiets on the
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 were in accordance
with the “Air Pollutant Discharge Standards for Pharmaceutical Industry” ( {fill 25 TV KR35 FWIHEBPRAED )
(GB37823-2019), and the discharge of COD and Ammonia nitrogen were implemented in accordance with the
comprehensive sewage discharge standard DB31/199-2018. 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 Mode of of NL_meer of Dlscharge; discharge Total ar_nount of Excessive
company or | pollutants and discharae discharae discharge concentratio standards amount of discharge discharae
subsidiary specific 9 outletg outlets n (mg/L) implemented | discharge (t) approved g
pollutants (mg/L) (t/a)
Chemical Wastewater
oxygen 1 treatment 17.65 120 2.88 Nil Nil
Livzon demand Intermittent station
MAB Ammonia Wastewater
nitrogen 1 treatment 0.10 20 0.016 Nil Nil
g 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 Schedule 2 Water
Pollutant Discharge Concentration Limits for Newly-Built Enterprises (3% 2 37 & AV K 15 G HE0R B FRAE) of
the “Emission Standard for Pharmaceutical Industrial Water Pollutants from Mixing and Formulation Category”
(TR 2 1] 57 2R ) 285 Tk K 5 G HE PR E ) ) (GB 21908-2008), Schedule 2 Water Pollutant Discharge
Concentration Limits for Newly-Built Enterprises (% 2 3§ & k7K i5 B4 HE sk 22 BR {E) of “Discharge Standards
for Biopharmaceutical Industrial Wastewater” ( 44 TFE 1 25 Tolkokis JeWHEEchniE) ) (GB 21907-2008),
and the level 1 of phase |1 standard of “Guangdong Provincial Capping on Polluted Effluents Discharge” ( )" "%
KI5 GWIHERURAE ) ) (DB44/26-2001).
xv Sichuan Guangda
Name of Number Pollutant Total Total
Name of major Number of Discharge discharge amount of ’
company or | pollutants and d'\iﬂs,?:ngOfe disc(r):;r e discharge concentratio standards %rgzﬂg: Oef discharge E;;((::?]Sasrlvee
subsidiary specific g g outlets n (mg/L) implemented g approved E
outlets t)
pollutants (mg/L) (t/a)
Chemical
Sichuan oxygen Wastewater 35.85 500 3.26 Nil Nil
demand Intermittent 1 treatment
Guangda Ammonia station
- 161 45 0.15 Nil Nil
nitrogen

Note: The wastewater of Sichuan Guangda was discharged into Pengzhou First Sewage Treatment Plant (32 17 58
—y5/KA4bEE) ) and the standard adopted for pollutant discharge represented the standard stipulated in the pollutant
discharge license of the company, i.e. COD <500mg/L, ammonia nitrogen <45mg/L, while the discharge
concentration of pollutants in the wastewater discharge outlet represents the average concentration detected by a
qualified third party engaged.

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

Name of company or
subsidiary

Construction and operation of pollution preventive facilities

Jiaozuo Joincare

Exhaust gas: The treatment process of “water spray + acid spray + alkali 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
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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 2022.

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.

Taitai Pharmaceutical

Pollution preventive facilities functioned properly and ensured up-to-standard
discharge.

Haibin Pharma

A set of laboratory exhaust gas treatment system was set up and functioned properly.
Pollution preventive facilities functioned properly and ensured up-to-standard
discharge.

Xinxiang Haibin

Wastewater: The wastewater treatment system with daily processing capacity of 600
tonnes through patented H/O process designed by East China University of Science
and Technology started operation in April 2016 and functioned properly in 2022. In
March 2022, a set of lift aerator system and a set of magnetic levitation blower were
added in the biochemical system, and they have been put into operation and
functioning properly at present. A new sewage anaerobic treatment system had been
building and is under debugging. The H/O biochemical system increased two
nitrification reflux pumps of 100m3/h through upgrading and constantly functioned
properly.

Exhaust gas: The 40000m%h regenerative oxidation exhaust gas treatment system
designed by Jiangsu Ruiding started operation on 2 November 2019, functioned
properly throughout 2022 and was emitted in compliance with the required standard.
After reconstruction of dry tail gas self-circulating process, the activated carbon
adsorption device designed by Beijing Rixin Daneng Technology Co., Ltd. functioned
properly in 2022. After UV photolysis+two-level alkali spray and one-level water
spray treatment, the waste gas from biochemical aerobic process of wastewater
treatment was emitted in compliance with the required standard. The organic waste
gas from the workshop process was recycled by membrane and then by resin, and
finally delivered into the RTO waste gas treatment system, it ran normally in 2022.
The resin recovery organic waste gas pretreatment facilities were completed and run
normally.

Fuzhou Fuxing

The company strictly complies with the “Three-Simultaneous” system of
environmental protection by collecting and treating “Three Wastes (waste water,
exhaust 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) + 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. (24 42 /K 5545 BR /A ) 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.

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 3,000t/d and
adopt the treatment process of “Pre-treatment + Aerobic pool + Hydrolysis
acidification tank + SBR + Catalytic oxidation + Air float”. In the first half of 2022,
the third round of environmental protection improvement has been carried out,
including replacing biological deodorization boxes of the sewage station, adding spray
towers and reinstalling pretreatment waste gas collection pipeline to reduce the
fugitive emission of waste gas, which has greatly eliminated the peculiar smell around
the sewage station. Mufflers were installed at the air emission outlets of the sewage
station and the second fermentation division to reduce the airflow sound of air
emissions. Sound-absorbing cotton panels have been used to surround the circulating
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pump and steam compressor of the MVR, which have greatly reduced the noise
transmitted by the MVR. Meanwhile, equipment with loud noises has been surrounded
by sound-absorbing cotton panels to reduce noise and control the generation and
transmission of noise from the source.

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 preventive facilities were enhanced to ensure that pollutant
discharge was stable and in compliance with the required standard. 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 through the municipal sewage
pipeline network into Zhuhai Leaguer Environmental Protection Co., Ltd. (BkifE /14

REA PR ) (water purification plant in the South District).

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 “Anarerobic-Oxic activated
sludge process (A/O) + SBR + nitrogen removal by denitrification + Fenton
decolorizing + air flotation” wastewater treatment process, 6,000 m3 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. Treated sewage that reaches the grade Il 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. In 2022,
boiler air pollutant treatment facilities were upgraded and reconstructed.

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 1,500t/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
through the municipal pipeline network into Shaoguan Second Sewage Treatment
Plant (§R2CT 28 35 /KALEE) ). 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. In respect of control of noise pollution, investment was
made to construct noise segregation wall to reduce noise pollution.

Livzon
Pharmaceutical
Factory

The “Three Simultaneous” system was strictly implemented by the company for the
treatment of “Three Wastes” by collecting and treating the “Three Wastes” effectively.
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 11, and the sewage
after treatment 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 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.

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 3,100
m3/d. Treated sewage that reaches the standard stipulated in the pollutant discharge
license is discharged to Xin’an Company through the sewage pipeline network in the
industrial park. In 2021, the installation and use of waste gas collection and treatment
facilities for hazardous waste stations were completed, and doramectin fermentation
waste gas of fermentation workshop 101 was introduced into the specific waste gas
treatment facilities for doramectin fermentation waste gas of fermentation workshop
102, and a primary sedimentation tank was added to the sewage treatment station to
lead out waste gas for treatment. In 2022, the construction of the following pollution
prevention and control facilities was mainly completed: 1. Construction of the exhaust
sampling port and sampling platform of the waste gas collection and treatment facility
in the hazardous waste storage vault; 2. Renovation of the fresh air supply facility in
the bacteria residue crushing room. The original fresh air supply fan installed in the
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middle of the wall was moved to the bottom of the wall, and installation of a new fresh
air supply fan; 3. Upgrade and improvement of the original waste gas treatment
facilities in 103-2 fermentation workshop, mainly including a new set of “sodium
hypochlorite spray absorption + water spray absorption + biphasic superoxide water +
micro-nano bubbles" process treatment facilities; 4. Construction of anti-leakage
facilities in the emergency pool of hazardous chemicals warehouse; 5. Replacement of
damaged cover plate of sludge storage tank; 6. reseal the cover plate of the sewage
treatment pre-aeration tank and seal and repair of the water-sealing groove of the cover
plate of the sedimentation tank, sealing the original cover plate of the pre-aeration tank
integrally with glass fiber cloth and epoxy resin, applying paint on the rusted pipeline,
and welding and plugging the damaged part of the water-seal groove of the cover plates
of original sedimentation tank; 7. the construction of rainwater and sewage diversion
facilities in the plant area, and laying and installing rainwater collection pipe network
facilities with a total length of about 1,000 meters.

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 into the sewage treatment plant of
Xiuwu Branch of Kangda Water Co., Ltd. (FEi&/K 4 RAFMBR S AF). The
sewage treatment facilities were under normal operation with compliant discharge. For
waste gas: in 2021, the three-stage sewage spraying was replaced, and a set of waste
gas treatment facilities was added in the UV photolysis sewage station. Waste gas
would be discharged after standard was met. Waste gas generated from technical
process in the production zone would be collected and treated by adopting two sets of
processes of “water spray + activated carbon and -20°C condensation + water spray +
activated carbon” 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 (Pilot) Guidelines for
Standardized Management of Hazardous Waste in Henan Province ( {7 54 2 f&@ % %
YITEAL E I TAE R #5 (3R4T)) ) for hazardous waste. In January 2022, a self-
monitoring and automatic monitoring equipment comparison contract was signed with
Henan Zhongfang Quality Inspection Technology Co., Ltd. (3 5 7 5t B4 A
A BR/A#]) to monitor the company’s discharge outlets on a regular basis; in January
2022, 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. (FEAE T ¥ BRI REA RS A R A F]) to maintain the
water quality by the company’s online continuous monitoring system. In April 2022,
the company entered into a hazardous waste disposal agreement with Henan
Zhonghuanxin Environmental Technology Co., Ltd. (7 Bt FMEH AR R A R A
#]) for disposal of hazardous waste on regular basis. Other general solid waste would
be disposed of in compliance with the relevant requirements. In March 2022, we
signed a wastewater discharge water quality standard agreement with Kangda
Environmental Protection Water Co., Ltd. (FEIE¥F /K %5 F PR A #]) Xiuwu Branch,
and in the same month, we signed an LDAR test agreement with Shandong Xianglong
Environmental Testing Co., Ltd. In July 2022, we signed a gas online operation and
maintenance contract with Jiaozuo City Kailin Environmental Protection Technology

Co., Ltd. (FEAETITILERIA OB B PR 2 7).

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 emissions 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.

Livzon MAB

The “Three Simultaneous” system was strictly implemented by the company 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
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treatment station with designed processing capacity of 1,000t/d, which adopted the
CASS process for phase | and the A/O process for phase Il, and the sewage after
treatment 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 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.

Sichuan Guangda

The “Three Simultaneous” system was strictly implemented by the company for the
treatment of “Three Wastes” by collecting and treating the “Three Wastes” effectively.
For wastewater (relying on the wastewater treatment station with an investment of over
RMBS5 million and designed processing capacity of 400t/d, which adopted the process
of “Regulating pool+Anaerobic pool+Aerobic pool+Air float” forsewage treatment,
the sewage after treatment was discharged through the municipal pipeline network into
Pengzhou No.1 Sewage Treatment Plant (32 i 55 —5 /K &b 2 7). For waste gas:
currently, the company adopts biomass boiler with "cyclone + cloth bag
+SNCR+SCR" to treat the waste gas produced. The waste gas of sewage station is
treated by alkali washing spray.

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

The Approval of Environmental Impact Report on New 12T Natural Gas Boiler Project
for Jiaozuo Joincare Pharmaceutical Industry Co., Ltd. (Jiao Huan Shen Ma [2022] No.
2) was granted on 11 May 2022. The environmental protection inspection for the new
boiler project was carried out on 26 October 2022.

Taitai Pharmaceutical

The environmental impact assessment report of new products was under the stage of
preparation and approval.

Haibin Pharma

No environmental impact assessment project was required in 2022; 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; the change of pollutant discharge license was applied for and
obtained approval in November 2022.

Xinxiang Haibin

Approval of Environmental Impact Report on 20 Tonnes/Year Meropenem
Pharmaceutical Intermediate Project (Yu Huan Jian [2005] No. 84), Opinions on
Environmental Protection Inspection and Acceptance for 20 Tonnes/Year Meropenem
Pharmaceutical Intermediate F9 Project (Yu Huan Bao Yan [2008] No. 89), Approval
of Environmental Impact Report on 100 Tonnes/Year Meropenem Pharmaceutical
Intermediate Expansion Project (Yu Huan Shen [2014] No. 564), Independent
acceptance of Approval of Environmental Impact Report on 100 Tonnes/Year
Meropenem Pharmaceutical Intermediate Expansion Project on 24 March 2019, and
Opinions of Comprehensive Supervision and Enforcement Bureau of High-tech Zone on
Approval of Environmental Impact Report on Technical Center Expansion Project of
Xinxiang Haibin Pharmaceutical Co., Ltd. (Xin Gao Zong Jian Zi [2020] No. 26). The
reply to the Environmental Impact Assessment Report for the Peinan Series API
Development Project of Xinxiang Haibin Pharmaceutical Co., Ltd (Xin Huan Shu Shen
[2021] No. 24) was received.

Fuzhou Fuxing

The Environmental Impact Report on the Phase Il High-end Antibiotics Project of
Livzon Group Fuzhou Fuxing Pharmaceutical Co., Ltd. was approved on 23 August
2021. 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 Environmental Impact Report on the Phase IV High-
end Antibiotics Project of Livzon Group Fuzhou Fuxing Pharmaceutical Co., Ltd. was
approved on 12 October 2022.

Livzon Xinbeijiang

The “Environmental Impact Report on Current Status of Projects of Livzon Group
Xinbeijiang Pharmaceutical Manufacturing Inc.” ¢ (NN Bk BI# ALV 1 25 B 45 45 PR
N T I H BURIA B AR 745 45) ) was approved and filed on 6 December 2016. With
strict enforcement of the “Three Simultaneous” system and implementation of the
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environmental protection measures required under the environmental impact
assessment, the environmental protection facilities have been functioning properly. On
29 December 2017, an approval was granted for the application of a new national
pollutant discharge license. The environmental protection policies were strictly
enforced. On 28 April 2022, the company completed the application for the pollutant
discharge license for Shijiao New Factory. On 16 June 2022, the company completed
the environmental impact assessment of the new plant for the addition of mixed
compound veterinary drugs and obtained the environmental assessment approval
(Qingcheng Shen Pi Huan Biao [2022] No. 12). The work for changing and renewing
the pollutant discharge license was completed in December 2022.

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.” ( {2k RR X IRk & B 245 PR A 7 72
SER B R AR T H DUIRIA SRS PR 75 ) ) was approved in December 2016. In
2021, the environmental impact assessment of 14 new products including paliperidone
palmitate (K HAIBRWEFIWIER), aripiprazole (B 32 Ak M), bismuth potassium citrate (¥4
R % £ ), i.e. the “Environmental Impact Assessment Report on Technological
Renovation and Expansion Project of Livzon Synthetic Pharmaceutical Co., Ltd. in
Zhuhai Free Trade Zone” ( { BRI ORAL X WTER & Hil 25 BR 2 5] £ ok @0 H 3135
S PEAN 4R 75 ) ), passed expert review and was approved 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 2022, it was awarded
the green card enterprise of environmental credit rating by Zhuhai Municipal Ecology
and Environment Bureau. In March 2022, the company completed the filing of the
revised environmental emergency contingency plan.

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 environmental protection
measures as required under environmental impact assessment with normal operation of
the environmental protection facilities. The clean production passed the on-site audit and
acceptance by the Bureau of Ecology and Environment in September 2022, and the audit
and inspection opinion of the Ningde Environmental Science Institute was obtained in
October 2022.

Livzon Limin

The “Environmental Impact Report on the Technological Reform Project for the R&D
Center of Livzon Group Limin Pharmaceutical Manufacturing Factory” ( ¢ WEk4E 41F]
EHIZG] A AR 3 B0 B IR 2 M 5 3 ) ) was approved on 6 December 2019.
The expert meeting of acceptance was held on 24 April 2021, in which the independent
acceptance was completed. The “Environmental Impact Report for Workshop 11 of Small
capacity Injection” ( (/N B 77 — 4 A1 1 H M IE ik 553K ) ) was approved on
23 November 2020. On 15 September 2021, the expert meeting of acceptance was held,
in which the independent review was completed. The National Sewage Permit was
updated on 22 October 2021. The “Three Simultaneous” system was strictly enforced to
implement the environmental protection measures required under the environmental
impact assessment, and the environmental protection facilities were under normal
operation. In September 2022, Limin Pharmaceutical Manufacturing Factory passed the
on-site audit of cleaner production by the expert group. In the future, it will continue to
tap the potential of energy conservation and emission reduction, establish and improve
the cleaner production mechanism, and continuously improve the level of cleaner
production. From 2019 to 2022, it was consecutively rated as a green card enterprise by
Shaoguan Ecology and Environment Bureau.

Livzon Pharmaceutical
Factory

The Environmental Impact Assessment Report on Expansion Project for Production
Line of Recombinant Human Chorionic Gonadotropin for Injection of Livzon Group
Livzon Pharmaceutical Factory (WFERSE HINTERHI245) ) was approved in March 2018.
The Environmental Impact Assessment Report on Expansion Project for Sewage
Treatment Stations of Livzon Group Livzon Pharmaceutical Factory was approved in
April 2019. The Environmental Impact Assessment Report on Expansion Project for
Production Line of lyophilized Powder Injection of Livzon Group Livzon
Pharmaceutical Factory was approved in November 2020. The Environmental Impact
Report Form of P07 New Wet Granulation Line Project of Livzon Group Livzon
Pharmaceutical Factory was approved on 18 May 2022. The pharmaceutical factory
obtained an updated sewage permit in June 2022. The Environmental Impact Report on
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the Project of New Boiler and Low Nitrogen Transformation of Boiler was approved on
19 August 2022. The company will strictly enforce the “Three-simultaneous” system to
implement the environmental protection measures as required by environmental
assessment.

Ningxia Pharmaceutical

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 certification of Shizuishan municipal green plant and prepared the
environmental impact assessment report on the increase in production capacity of
phenylalanine (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 second round of
rectification of central environmental protection supervision issues, independent
acceptance by enterprises and government acceptance were also completed. The
company strictly enforced the “Three Simultaneous” system to implement the
environmental protection measures as required by environmental assessment, while the
environmental protection facilities were under normal operation.

Jiaozuo Hecheng

The “Environmental Impact Assessment Report on Current Status of Jiaozuo Livzon
Hecheng Pharmaceutical Manufacturing Co., Ltd.” ( {£&4F TN 2k & Bl 257 BR A 71 30
IRIFBEFZ M PEA5 4R 75 ) ) was approved and filed on 15 December 2016. The “Three
Simultaneous” system was strictly enforced, the environmental protection measures as
required by environmental assessment were implemented and the environmental
protection facilities were under normal operation. The application for the national
pollutant discharge license was completed in December 2020, the environmental
protection policies were strictly enforced and various management measures were
implemented. According to the spirit of the document ‘“Notice of the Office of the
Leading Group of Jiaozuo City’s Pollution Prevention and Control Battle on Doing a
Good Job in the Key Work of Air Pollution Prevention and Control in May 2022”, the
company formulated the “one policy for one enterprise” plan for Jiaozuo Hecheng VOCs
emission enterprise in 2022. In May 2022, the letter of commitment for environmental
protection and law-abiding operation of enterprises for 2022 was formulated.

Shanghai Livzon

The company passed the environmental assessment review of the “Leuprorelin Acetate
Microspheres for Injection Industrialization Project” ({35 B g =5 9 Bl bR AWk
Mk4EI5 H ) ) 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.” ( § I ER I 2575 BR 2 7 A& TRE A S
I H PR R R 45 )) on 10 January 2020, and completed the construction and passed
the acceptance inspection in September 2020. The company strictly implemented the
“Three Simultaneous” system and took environmental protection measures required for
environmental assessment, while the environmental protection facilities were under
normal operation.

Livzon MAB

The “Environmental Impact Assessment Report on V-01 Industrialization Project of
Livzon Group Livzon Pharmaceutical Factory” ( {5%T RER&EFMERHIZ5) V-01 7=
v Ak T8 5 PR R W K 45 5 ) ) was approved in April 2021. The Third Line
Environmental Impact Report of the Expanded Preparation of the Large-scale
Production Capacity Construction Project of Recombinant SARS-CoV-2 Fusion Protein
Vaccine (V-01) was approved in March 2022. The company obtained an updated sewage
permit in November 2022. The company strictly implemented the “Three Simultaneous”
system and took environmental protection measures required for environmental
assessment.

Sichuan Guangda

The “Filing Report of Environmental Impact on the Technical Upgrading Project of
Production Line for Chinese Patent Medicine of Sichuan Guangda Pharmaceutical
Manufacturing Co., Ltd.” ( € P41 K 2456 IR 2 W) v e 24 A2 7= B b AR i 1ot H B
BRI 4 22475 ) ) was approved and filed on 27 May 2016, and was granted a national
pollutant discharge license on 23 July 2020. The company strictly implemented the
“Three Simultaneous” system and took environmental protection measures required for
environmental assessment, and the environmental protection facilities were under
normal operation.
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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 in the Macun Branch of Ecology and Environment
Bureau of Jiaozuo City on 19 May 2022.

Revision of the environmental emergency contingency plan for hazardous waste pollution
accident of Jiaozuo Joincare was completed in December 2020, which currently is in
effect.

Taitai Pharmaceutical

Review and filing was completed in July 2020, which currently is in effect.

Haibin Pharma

The Environmental Emergency Contingency Plan was filed (File No. 440308-2020-
0029M). Trainings and drills on emergency responses were provided for employees to
improve the capability of the Company for dealing with environmental emergencies. In
2022, four emergency drills for environmental emergencies were held.

Xinxiang Haibin

Environmental Emergency Contingency Plan of Xinxiiang Haibin Pharmaceutical Co.,
Ltd. was filed with the Ecology and Environment Bureau on 23 August 2022 with the file
reference number 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.” ( {(Wi%k
LERAEMIE N ELGH R A G REFIE RN ZTIS) ) was prepared based on the
principles of “prevention-oriented, self-help-oriented, unified command, and division of
responsibility”, which has been filed on 15 April 2022 (File No. 350181-2022-024-M).
After environmental emergencies occur, immediate, quick, effective and orderly
emergency rescue actions shall be taken to control and prevent the spread of accident and
contamination, protect the surrounding environment and safeguard life and property of all
employees, the company and nearby communities. In accordance with the contents and
requirements of the plan, the company provides trainings and drills for its employees to
get them well-prepared for environmental emergencies, so that timely rescue can be taken
and the accident can be controlled in a short period of time in case of any environmental
emergencies. In May 2022, the second comprehensive emergency drill for four leakage
accidents in the workshop was conducted.

Livzon Xinbeijiang

Based on the principles of “prevention-oriented, on-alert all the time; classified
management, level-by-level response; cross-department cooperation, responsibility by
levels; scientific prevention and efficient handling”, Livzon Xinbeijiang re-signed and
issued the “Environmental Emergency Contingency Plan of Livzon Group Xinbeijiang
Pharmaceutical Manufacturing Inc.”  ( (FIRRSE B39 AL IT #1125 A4 15 IR A =) 98 K 31555
IR S TZ) ) (File No. 441802-2021-0162-H) on 30 September 2021, which has been
approved and filed by Qingyuan Municipal Ecology and Environment Bureau on 22
October 2021. Livzon Xinbeijiang conducted exercises regularly to identify environmental
factors and sources of hazards, as well as drills on the emergency contingency plan. An
environmental emergency contingency drill was conducted in June 2022 to improve the
operability thereof, and enhance the performance of the emergency rescue staff and the
responsiveness and coordination ability of the rescue team.

Livzon Hecheng

Pursuant to relevant provisions and requirements, the “Environmental Emergency
Contingency Plan of Zhuhai FTZ Livzon Hecheng Pharmaceutical Manufacturing Co.,
Ltd.” ( (ERIERBLX INER G B H 256 IR A F R KA BT HA R A TR ) ) was prepared
based on the principles of “Focus on Prevention, Aim at Self-rescue, Centralized
Command, and Division of Responsibility”, which has been approved, filed and issued
(File No. 440462-2019-001-M). Trainings on emergency response and handling 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 spread of accident and
contamination when encountering any environmental emergencies, so as to alleviate or
eliminate the impact of the accident and resume production as soon as possible.

Gutian Fuxing

Pursuant to relevant provisions and requirements, the “Environmental Emergency
Contingency Plan of Gutian Fuxing Pharmaceutical Co., Ltd.” ( {5 FAEMEZ AR A
FRRMIEEN 2 THZE)Y ) was prepared based on the principles of “Focus on
Prevention, Aim at Self-rescue, Centralized Command, and Division of Responsibility”.
The contingency plan was approved in May 2017 (File No. 352200-2017-005-L) and
amended in June 2020, and has passed expert review and completed filing (File No.
350922-2020-002-M).

According to the plan, the company conducted emergency drill for sudden hydrochloric
acid leakage in September 2022. After environmental emergencies occur, immediate,
quick, effective and orderly emergency rescue actions shall be taken to control and prevent
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the spread of accident and contamination, and to protect the surrounding environment and
safeguard life and property of all employees, the company and nearby communities. In
accordance with the content and requirements of the plan, the company provides trainings
for its employees to get them well-prepared for environmental emergencies, so that timely
rescue can be taken and the accident can be controlled in a short period of time in case of
any environmental emergencies.

Livzon Limin

The principles of occupational health and safe 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” ( {7l
BRAEPIRI A2 R F AR ETNED ) 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 (File No. 440203-2021-009-L).
According to 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 to improve the operability of the contingency
plan, and enhance the performance of the emergency rescue staff and the responsiveness
and coordination ability of the rescue team.

Livzon Pharmaceutical
Factory

Pursuant to relevant provisions, the “Environmental Emergency Contingency Plan of
Livzon Group Livzon Pharmaceutical Factory” ( ¢ INEREEHIIRRRHIZ4) 58 R M IE F 14
MNATHZEY ) was reformulated by the company in 2021, and has been approved, filed and
issued (File No. 440404-2021-0212-L). The company conducted a fire emergency
evacuation drill in the P10 workshop in April 2022 to improve employees’ emergency
handling ability and to alleviate or eliminate the impact of the accident. On 21 October
2022, the special emergency drill for alcohol leakage (causing fire and explosion) was
carried out to provide training to the emergency response team, thus enhancing the
emergency execution and disposal ability of the emergency drill participants, further
clarifing the responsibilities and tasks of relevant personnel, and improving the emergency
linkage mechanism. The company improved the awareness of risk prevention and the
ability of self-rescue and mutual-rescue.

Ningxia Pharmaceutical

The “Environmental Emergency Contingency Plan of Livzon Group (Ningxia)
Pharmaceutical Manufacturing Co., Ltd.” ( {NEEREERI(T B)HIZ5H RA 7 R A H
R %) ) was approved filed and issued in May 2019 (File No. 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, and enhance the performance of the emergency rescue staff and the
responsiveness and comprehensive coordination ability of the rescue team. The
Environmental Emergency Contingency Plan was amended in May 2021, and has passed
expert review and the review by and the filing with government environmental department
in August 2021.

Jiaozuo Hecheng

The “Environmental Emergency Contingency Plan of Jiaozuo Livzon Hecheng
Pharmaceutical Manufacturing Co., Ltd.” (  (EEAEREER & il 256 R A Rl R R IR BT 5
R 2 TZ) ) was prepared in accordance with the relevant provisions and requirements
and based on the principles of “prevention-oriented, on-alert all the time; classified
management, level-by-level response; cross-department cooperation, responsibility by
levels; scientific prevention and efficient handling”. The contingency plan was approved,
issued and filed in April 2021 (File No. 4108042018005L). The “Hazardous Waste
Environmental Pollution Emergency Contingency Plan of Jiaozuo Livzon Hecheng
Pharmaceutical Manufacturing Co., Ltd.” ( {FE/ENNER & #2576 IR 7 fG 16 IR 034 5%
VSN AT %) ) was prepared under the above provisions, requirements and
principles as well, which was approved and filed 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, and enhance the performance of the emergency rescue staff and the responsiveness
and coordination ability of the rescue team. The company carried out trainings on the
Standard Operating Procedure for Acid Mist Purification Towers and the Standard
Operating Procedure for Hazardous Waste Storage Pollutants in April 2021 and June 2021,
respectively. According to the relevant requirements of the Hazardous Waste
Environmental Pollution Emergency Contingency Plan of Jiaozuo Livzon Hecheng
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Pharmaceutical Manufacturing Co., Ltd. In November 2021, the “Operation Regulations
for Exhaust Gas UV Photolysis Equipment” was added and the “Spray Towers Operation
Regulations” was amended, and relevant trainings were conducted to increase the
environmental protection knowledge of staff. In March 2022, the company amended some
environmental protection documents, including the “Enterprise Environmental
Information Disclosure System”, “Discharge Permit System” and “Operating Procedures
for Sewage Treatment”.

In March 2022, the company issued and filed the “Environmental Emergency Contingency
Plan of Shanghai Livzon Pharmaceutical Manufacturing Co., Ltd.” ( {_b#E AR EkHI 254
Shanghai Livzon PRAF RGBSR ) (File No. 02-310115-2022-108-L). The company
conducts drills and reviews of the plan every year to improve its emergency response
capabilities through such regular trainings.

Pursuant to relevant provisions, the “Environmental Emergency Contingency Plan of
Livzon MAB” ( I ERSEPTIR K IF TR 2 TMZE ) ) was prepared by the company in
Livzon MAB 2022. The company conducted an emergency response drill for hazardous chemical
leakage in the dangerous goods warchouse in June 2022 to improve employees’
emergency handling ability and alleviate or eliminate the impact of the accident.

The principles of occupational health and safe 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
Sichuan Guangda 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” ( (/U
JNH KL R AT REATEH R 2 TS ) was prepared and issued on 23
December 2022. Identification of environmental factors and sources of hazards and drills
for emergency were conducted internally in the company on a regular basis.

5. Environmental self-monitoring program
\ Applicable oN/A

Name of company or

subsidiary Environmental self-monitoring program

As required by the self-monitoring program for pollutant discharge licenses, Jiaozuo Joincare
developed the 2022 self-monitoring program for wastewater and waste gas and carried out
self-monitoring according to the program. Up to the end of December, Jiaozuo Joincare has
completed the self-monitoring for wastewater and waste gas for the year of 2022.

The company is a key enterprise in terms of soil monitoring, and should carry out self-
monitoring of soil once a year as required. In August 2022, the company has completed the
preparation, on-site sampling and review of self-monitoring program and published on the
website of the Group on 26 August 2022.

Jiaozuo Joincare

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.

Taitai Pharmaceutical

Athird 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.

Haibin Pharma

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

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)” ( € B 2 B i I 4% Ak 5 AT W 2 A5 B A L (RAT)) ) and the
Fuzhou Fuxing “Technical Guidelines for Self-Monitoring by Pollution Discharge Enterprises in the
Fermentation Pharmaceutical Industry (HJ882-2017)” ( HEV5 By [ 47 W 43 AR 46 7y K 8%
241 24 Tk (HI882-2017) ) ), the company has completed the establishment of the self-
monitoring program based on its own situation in a timely manner and made the program
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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 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 June 2022, the volatile organic matters (VOCs) leak
detection and repair (LDAR) work in the first half of the year was finished. In November 2022,
the volatile organic matters (VOCs) leak detection and repair (LDAR) work in the second half
of the year was finished. Information publicity website: http://wryfb.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)” ( 18 5 & xS 4% Al B AT I A5 B A FF % (RT)) ), 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 environmental assessment technical
standards, while online monitoring equipment has passed the inspection and acceptance of the
relevant environmental protection authorities and the connection between online information
and national development platform and Qingyuan municipal platform has been completed. The
automated monitoring equipment was sound, and the monitoring information was accurate,
valid and authentic. A third party is entrusted to conduct LDAR detection and repair every half
year in the workshop using VOCs in compliance with the specification requirements. The
fugitive volatile organic compounds around the workshop of the first refinery division were
monitored every half year, and the monitoring results met the standard in 2022.

Livzon Hecheng

Through self-monitoring, the requirements under the “Technical Standards for Application
and Issuance of Pollutant Discharge License for the Pharmaceutical Industry — Active
Pharmaceutical Ingredient Manufacturing (HJ858.1-2017)” ( {HE5 AT HE B i 5 A% KA A
F T ) 25 Tolk - R 25 3% (HJI858.1-2017) ) ) were strictly implemented, and the
verification and calibration of monitoring analyzing devices were carried out in strict
compliance with relevant provisions and connected with the national development platform as
required. In 2022, a third party was entrusted to carry out regular LDAR testing, emission port
testing, boundary noise monitoring and soil testing, and the test results were in line with the
requirements.

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)” ( 1B 5 & x4 Al B AT W A5 B A T IR (R4T)) ), 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 Bureau of Ecology and Environment and Ningde Gutian Bureau of Ecology
and Environment. 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
June and December 2022, a qualified third party was engaged to complete volatile organic
matter leak detection and repair (LDAR) and a report was obtained. Information publicity
website: http://wryfb.fjemc.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. In view of its own
specific conditions, the company appointed the inspection party to carry out water pollutant
detection monitoring every quarter, boiler exhaust gas monitoring every month and VOCs
exhaust gas monitoring in R&D center every half year, with every monitoring strictly in
compliance with the relevant national requirements to ensure the accuracy, validity and
authenticity of the monitoring data. The inspection acceptance of the online monitoring
equipment for COD, ammonia nitrogen water quality was completed and it was put into use in
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January 2021, and the equipment was monitored every 2 hours. The pollution source sharing
data were completed and filed to the Shaoguan Ecology and Environment Bureau on a timely
basis, and the relevant data were announced to the public after being reviewed by Shaoguan
Municipal Bureau Ecology and Environment.

Livzon Pharmaceutical
Factory

An entity with national qualification on inspection was engaged to conduct monitoring strictly
in compliance with the relevant national laws and regulations and standards. In view of its own
specific conditions, the company appointed the inspection party to carry out monitoring on
sewage and waste gas every month, with every monitoring 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.

Ningxia Pharmaceutical

The company formulated the self-monitoring program for 2022, which was reviewed by and
filed with the Ecology and Environment Bureau of Shizuishan City. Monthly and quarterly
monitoring was carried out strictly in accordance with the requirements of the program, which
focused primarily on organized exhaust gas emission, exhaust gas emission from boiler, waste
water discharge, underground water, soil, unorganized environmental air monitoring above
plant boundary, noise and recycled water TOC. The monitoring results would be announced
to the public through the “System of National Pollution Sources Monitoring Information
Management and Sharing Platform” ( {4 [Ei5 44 IR G B EH 5L EFE R4%) ) and
the “System of Self-monitoring Information Open Platform for Enterprises in Shizuishan”
( CHEME LT 4k BATIEINE B A TS &%) ). Volatile organic matter leak detection and
repair (LDAR) work was carried out. The automated monitoring equipment passed the
inspection conducted by the competent environmental protection authority and was connected
to the network of the competent environmental protection authority. The automated
monitoring equipment was sound, and the monitoring information was accurate, valid and
authentic.

Jiaozuo Hecheng

According to the relevant requirements of the “Measures for Self-Monitoring and Information
Disclosure by the Enterprises subject to Intensive Monitoring and Control of the State (Trial
Implementation)” (€ &5 H s 4% Alh B AT W 25 B A FF 982 (RAT)) ) , the company
implemented and completed the self-monitoring program based on its own specific conditions
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. \Volatile organic matter
leakage detection and repair (LDAR) was completed in June 2022. Equipment and facilities
such as solvent pipelines and flanges in the workshop were detected, and places with leakage
were repaired and rectified. The automated monitoring equipment for sewage has been
installed online in accordance with the requirement of environmental assessment technical
standards. The online monitoring equipment of COD, ammonia nitrogen, pH, flow and total
nitrogen was installed, which has been connected to the national development platform as
required. Monthly and quarterly monitoring was carried out strictly in accordance with the
requirements of the self-monitoring program, which focused primarily on organized exhaust
gas emission, waste water discharge, plant boundary unorganized environmental air and noise.

Shanghai Livzon

In accordance with the “General Rules for the Self-Monitoring Technical Guidelines for
Pollutant Discharge Units” ( (HE5 547 B AT I IHE AR FE R 2 0) ) (HIB19-2017) and the
relevant requirements (including those on pollution 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 monitored main exhaust gas outlets once
a month, common discharge outlets once half year, noise once every quarter and sewage once
a month. The monitoring items and frequency meet the requirements of the pollutant discharge
license.

Livzon MAB

Entities with national qualification on inspection were 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 regular
monitoring on sewage and waste gas according to the requirements of the implementation plan
of the pollutant discharge permit, 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.

Sichuan Guangda

Entities with national qualification on inspection were 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 third-party inspection party to carry
out regular monitoring on sewage and waste gas according to the requirements of the
implementation plan of the pollutant discharge permit. COD water quality online monitoring
equipment was installed at the main sewage outlet of the company, which was monitored every
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2 hours, and the data were automatically uploaded to the platform of the government regulatory
department.

6. Administrative penalties imposed for environmental issues during the Reporting Period
o Applicable ¥ N/A

7. Other environmental information to be disclosed
o Applicable ¥ N/A

(II) 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 ¥ N/A

2. Refer to other environmental information disclosed by key pollutant discharge units
o Applicable ¥ 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

Jiaozuo Joincare LDAR leak detection and repair was conducted twice in 2022.

Creation of environmental safety standardization, management of hazardous waste
standardization, onsite inspection, cooperation with the Department of Ecology and

Taitai Environment or its entrusted third-party evaluation agency to carry out the safety evaluation and
Pharmaceutical inspection of corporate environmental facilities, operating systems and online inspection
systems, prompt rectification of hidden hazards proposed were carried out as required by the
Municipal Department of Ecology and Environment.

The company completed LDAR detection in 2022, to timely repair leakage points and reduce
Haibin Pharma unorganized emission of VOCs. Laboratory exhaust gas treatment system was newly built to
reduce emission of VOCs.

The company completed LDAR detection in 2022, submit environmental protection
Xinxiang Haibin commitment to the management department and purchased environmental pollution liability
insurance for the company.

All waste water from production was collected and sent to the waste water treatment station for
Joincare Haibin treatment, and then sent back to the cooling tower for reuse, so as to realize® zero” discharge of
waste water.

LDAR leak detection and repair was completed; the amendment and filing of the Environmental
Fuzhou Fuxing Emergency Contingency Plan was completed; preparation and inspection of “one policy for one
enterprise 2.0” was completed; the preparation of the “Environmental Impact Assessment Report
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on the Phase IV High-end Antibiotics” was in process; in the environmental credit evaluation
completed, 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. Self-
monitoring of soil and groundwater in 2022 was completed. The construction of 3000m3/d
sewage treatment facilities was completed. The installation of waste gas collection and treatment
pipeline between the sludge and bacterial residue plate and frame workshop was completed to
improve the air quality of the plate and frame workshop.

Livzon Xinbeijiang

Two rounds of LDAR leak detection and repair was completed as required; unorganized
emission of VOCs was reduced; a series of exhaust gas and noise control and improvement
measures, such as connecting the exhaust gas fan of Workshop 1l of Refining | to the exhaust
gas treatment equipment, were made to reduce unorganized emission of VOCs; the old biological
deodorization tank in the sewage treatment station was replaced, and 2 new exhaust gas spray
towers were introduced; exhaust gas collection and treatment in the sewage treatment station
was upgraded; pollutants in exhaust gas were degraded efficiently; silencers were installed in
the sewage treatment station and on the exhaust gas vent of Fermentation Il to reduce air-flow
noise; fermentation Il and the first floor of power freezer room were enclosed with brick wall to
diminish the impact of noise on the surrounding environment; 3 energy-saving silent cooling
towers newly purchased were installed on the south side of the freezer to reduce noise generation
and effectively use the freezer building to block noise transmission to the community. Other
equipment with much noise in the plant was enclosed with sound-absorbing cotton board to
reduce noise. The self-monitoring plan of the year was completed and the results of wastewater,
exhaust gas and noise met the emission standards. A qualified third party is entrusted to dispose
of the waste in compliance with laws and regulations.

Livzon Hecheng

LDAR leak detection and repair was completed in the year with a reduction of 1.11 tonnes as
compared with that befor repair; the equipment for RTO exhaust was maintained regularly to
ensure its safe operation and the emission of exhaust gas within the emission standards; items
were washed after the completion of RTO process to reduce sulfur dioxide emissions and smell;
the trichloromethane liquid nitrogen cryogenic equipment in Workshop 102 was put into use to
increase the reuse of trichloromethane to reduce emissions. Qualified units were entrusted to
treat hazardous waste with a compliance treatment rate of 100%; and tail gas treatment facilities
were added at gas collection station by the QC Testing and Technical Development Department.
The self-monitoring program was completed and environmental responsibilities were fulfilled
as required.

Gutian Fuxing

LDAR leak detection and repair was completed; cover and sealing were added to sewage
treatment regulating pool; 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 in 2022 was completed, with
the results showing they all met standards. the upgrading and reconstruction of boiler tail gas
treatment facilities were completed. Hazardous waste was entrusted to qualified companies for
compliant treatment to reduce the risk of environmental pollution.

Livzon Limin

Pollutants was discharged according to the standards in the pollution discharge license and the
annual self-monitoring of pollution discharge was completed; the measures on energy
conservation and emission reduction were formulated according to ESG objectives; solid
preparations and steam equipment in high-capacity workshop were renovated; steam usage was
reduced effectively; locations of different drugs in the overhead cabin and TCM cabin were
adjusted; storage energy consumption of the two cabins was reduced; three idle water pumps of
the factory were used; post-treated waste water was used for watering flowers, trees and grass
in the factory in three lines.

Livzon
Pharmaceutical
Factory

Installation and debugging of online monitoring equipment were completed; the monthly and
quarterly self-monitoring was completed as required; a qualified third party was entrusted to
detect waste water and waste gas; compliant treatment of hazardous wastes was made to reduce
the risk of environmental pollution. Environmental impact assessment was conducted for new
workshops and acceptance of environmental protection project of the newly-built workshop was
completed as required. The facilities at the waste water treatment station were renovated to
ensure the sewage treatment meets the national standards, and at the same time, improve the
treatment efficiency.

Ningxia
Pharmaceutical

In 2022, the exhaust sampling port and sampling platform of the hazardous waste storage and
waste gas collection and treatment facility was constructed; the fresh air supply facility of the
fungus residue crushing room was reconstructed, the original fresh air supply fan installed in
the middle of the wall was moved to the bottom of the wall, and a new fresh air supply fan was
installed; the original waste gas treatment facilities of the fermentation workshop of 103-2 were
upgraded and improved, and a set of “sodium hypochlorite spray absorption + water spray
absorption + dual-phase superoxygen water + micro-nano bubbles" process governance facilities
were added; the emergency pool leakage prevention facilities of hazardous chemicals warehouse
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were built; the damaged cover plate of sludge storage tank was replaced;the cover plate of the
pre-aeration tank for sewage treatment and the water seal tank of the cover plate of the primary
sedimentation tank were repaired and sealed. The original cover plate for the pre-aeration tank
was sealed with glass fiber cloth and epoxy resin, and the rusted pipes were painted. The
rainwater and sewage collection pipe network facilities with a total length of about 1,000 meters
were laid and installed. In December 2022, it was recognized as a city-level green factory in
Shizuishan. The monthly and quarterly enterprise self-monitoring work was completed as
required.

Jiaozuo Hecheng

Carried out automation construction; completed the repair and inspection of LDAR; completed
the green development evaluation of the pharmaceutical industry in Henan Province; replaced
the waste gas treatment part to ensure that the treatment effect of hazardous waste was entrusted
to a qualified unit for disposal, and the compliance disposal rate reached 100%; entrusted a
qualified third party to detect the waste gas; entrusted a qualified third party to provide operation
and maintenance services for wastewater system equipment; completed the implementation of
“one policy for one plant” for emergency emission reduction in heavily polluted weather by the
Municipal Environmental Protection Bureau; the RTO incinerator equipment operated normally
this year, and modified the environmental protection documents such as “Enterprise
Environmental Information Disclosure System”, “Pollutant Discharge Permit System and
Sewage Treatment Process Operating Procedures”, “Enterprise Environmental Information
Disclosure System” ({38545 B A FFH EE)), the “Sewage Discharge Permit System” ({HE
TS ATERIFE) ) and the “Sewage Treatment Process Operation Regulations’ ( (757K 4b3 T
ZIRIEAEED ).

Shanghai Livzon

The company has completed the Filing and Registration of the Contingenvy Plan for Emergenty
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 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 safety facilities, occupational disease protection
facilities and pollution prevention facilities of the “Preparation Line 3 and Assembly Line 2
Purification Plant and Utility System" project were designed, constructed and put into
production and use at the same time as the workshop renovation project.

Livzon MAB

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 (Z= L3R =211 7k M4 B8R - A ]), to dispose of hazardous
wastes in accordance with the regulations, so as to reduce the risk of environmental pollution.
Carried out the environmental impact assessment of the new workshop according to the
requirements of "Three Simultaneities” for construction of wotkshops 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.

Sichuan Guangda

According to the requirements, the company has formulated an annual self-monitoring plan for
sewage discharge, entrusted a qualified third party to carry out regular testing of waste water,
waste gas and noise at the factory boundary, and the testing results were all qualified; entrusted
a qualified unit to carry out compliance disposal of hazardous wastes to reduce the risk of
environmental pollution; completed the preparation and filing of the Contingency Plan for
Environmental Emergent Incidents of the Company; the environmental protection credit
evaluation has been completed, and the preliminary evaluation result was: the entity with good
environmental protection credit; the annual implementation report of pollutant discharge permit
has been completed.

(IV) 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) 2,171

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

\ Applicable ON/A

Name of company or
subsidiary

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

Jiaozuo Joincare

1. by upgrading the preheater of the No. 1 rectification tower in the solvent storage, saved about
2,000 tons of steam and reducing about 600 tons of carbon emissions annually;

2. by changing the structure of isopropyl alcohol distillation tower and the number of distillation,
saved about 100 tons of steam annually, reduce carbon emissions about 30 tons;

3. by upgrading and replacing an air suspension aeration fan, saved 120,000 kWh of electricity
and reduce carbon emissions by about 60 tons per year.

Taitai Pharmaceutical

1. in response to the call of the municipal government, the lighting in the park was replaced with
energy-saving lamps, obtaining remarkable power-saving effect;

2. in accordance with the energy-saving requirements of the municipal government, we
organized to replace the high-power motor in the factory with a high-efficiency energy-saving
motor and installed a frequency conversion device to maximize energy saving;

3. upgraded 4T boilers with low nitrogen burners;

4. chose public transport for daily traffic, low-carbon travel, and turned off lights and machines.

Haibin Pharma

Carried out carbon verification and energy saving diagnosis, sorted out key energy-use
equipment, and implemented targeted energy saving transformation to reduce carbon emissions.

Xinxiang Haibin

1. by using diaphragm pump to replace centrifugal pump, saved 27,000 kWh of electricity per
year, reduced carbon emissions about 14 tons;

2. adding preheater for solvent recovery and using steam condensate to preheat mother liquor
raw materials can save about 3,600 tons of steam and reduce carbon emissions about 1,080 tons
per year;

3. the existing chemical pump was replaced by high efficiency and energy saving pump in the
circulating water system, which is expected to save 774,000 kWh of electricity and reduce
carbon emissions of about 387 tons per year;

4. chose public transport for daily traffic and low-carbon travel.

Joincare Haibin

Purchased new standard energy-saving equipment, developed the habit and thinking of saving
electricity, saved natural gas and carried out multiple maintenance in daily use of boiler, and
frequemt;y inspected pipelines, took good insulation measures, and used pure electric cars to
save fuel when going out. Adopted solar water heater in the dormitory.

Fuzhou Fuxing

Used photovoltaic power generation to reduce power consumption; renovated high-
energyconsuming 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

Introduced 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; pre-heated the soft water of the boiler by the heat
generated from the operation of the air compressor to raise the temperature of the inlet water of
the boiler and effectively reduce the consumption of natural gas; regularly cleaned the inner wall
of the MVR equipment to increase the evaporation rate of sugar water of the MVR equipment
by about 40%, hence effectively reducing the running time of the MVR equipment and greatly
reducing electricity onsumption; replaced old boilers of high energy consumption and high
maintenance cost with new boilers. Accordingly, the average natural gas consumption reduced
by 1.06 m® per tonne of steam generated.

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 107,000 kWh of electricity consumption per year; 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 130m3/min to replace the original air compressor
with high power consumption to reduce power consumption; replaced one chiller unit to reduce
electricity consumption; 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

Appropriately adjusted the temperature and humidity settings of the air conditioning system
(within the standard range) in the solid workshop to keep it as close to the outside temperature
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and humidity as possible, thus reducing steam consumption; reduced energy consumption by
controlling the number of running compressors in the air conditioning units and setting
parameters by the Quality Control Department, and by implementing intermittent use mode for
the bioassay lab; used hot tailwater from the water distiller in the production workshop to heat
the boiler soft water, thus reducing the consumption of natural gas; renovated the air
conditioning ventilation system at the R&D Centre to save electricity.

Livzon
Pharmaceutical
Factory

Reduced electricity consumption by replacing incandescent lamps with LED lamps; refurbished
photovoltaic inverter cabinets and roof-mounted photovoltaic modules, improving the
photovoltaic power generation efficiency after refurbishment, saving about 600,000 kwWh of
electricity per year; introduced purchased steam to reduce boiler combustion and save energy;
further strengthened the energy conservation management of functional departments, turned off
lights during the lunch break, encouraged employees to turn off lights and computers to save
electricity before leaving seats or office; set up shuttle buses to transport employees to and from
work.

Ningxia
Pharmaceutical

Renovated the phenylalanine concentration system and adopted MVR concentration to replace
the original triple-effect concentration system, thus reducing energy consumption by about 50%.
Regularly overhauled and maintained the boiler system to ensure the efficient operation of the
boiler body and the desulfurization and dust removal facilities. Increased the consumption of
steam from external supply to cut the use of coal and reduce carbon emissions.

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.

Livzon MAB

Introduced purchased steam to save energy. 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.

Sichuan Guangda

Clean energy was used, energy use efficiency was improved and outdated equipment was
eliminated. For example, Class 1 energy-efficient motors and related power products was used
for all new plant construction, and the highly efficient, energy-saving and low-cost MVR
concentration technology was used for concentration equipment. In addition, the energy-saving
awareness among staff is effectively raised by strengthening daily management.

II.Work on Corporate Social Responsibility

(1) Whether to disclose separate corporate social responsibility report, sustainable
development report or ESG report

VApplicable oN/A

The Company has separately disclosed its corporate social responsibility report. For details, please
refer to the 2022 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 11 April 2023 for details.

(ID)Specific situation of work on corporate social responsibilities

VApplicable oN/A

119




Joincare Pharmaceutical Group Annual Report 2022

External donation, public

welfare Quantity/content

Description

Mainly include investment in public welfare
projects for chronic diseases, industrial
assistance, community health, and nature
conservation.

Mainly include investment
conservation project.

Mainly include investment in public welfare
projects for chronic diseases.

Mainly include projects of low-income
chronic disease patients and industrial
revitalization.

Total investment (RMB’0,000) 1,211.7

in nature

Including: Funds (RMB’0,000) 569.9

Cash converted from materials

(RMB’0,000) 641.8

Number of beneficiary (person) 1,485

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 generated tax revenues for the
government of RMB1,668 million, paid RMB2,261million in salary to employees, distributed
dividends and paid interest worth RMB1,351 million to banks and other creditors, donated funds
and goods totaling RMB12.217 million to the society, and achieved a social contribution per share
of approximately RMB3.52 for the society in 2022.

For our performance of social responsibility, see the 2022 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 11 April 2023 for details.

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

Targeted Poverty Alleviation and Rural

Revitalization Project Quantity/content Description

Total investment (RMB"0,000) 300 Pybllc welfare projects fc_Jr c_hro_nlc
diseases to help rural revitalization

Including: Funds (RMB’0,000)

Cash converted from materials (RMB’0,000) 300 | Donation of drugs for chronic diseases

Number of beneficiary (person) 1,400 Low-income patients with chronic

diseases

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

Poverty alleviation
through industrial
development

120




Joincare Pharmaceutical Group Annual Report 2022

Specific description
VApplicable oN/A

1. Industrial revitalization

The Company follows important guiding principles of the CPC Central Committee and the General
Secretary. In accordance with the relevant requirements, we establish and implement the plan of
“Revitalization of Astragalus Root (¥ 1<) Industry” and adopt the model of “Company + Base” and
“Company + Professional Cooperative”, encouraging locals to cultivate and process astragalus root
and develop the astragalus root industry based on the local conditions. Making it a pillar industry
for local economy in the long-term and a new path to improve the lives of the people, the Company
explores the development of the featured astragalus root industry to promote the construction of the
“Chinese Medicine Ecological Base”.

The “Revitalization of Astragalus Root Industry” program was initiated in 2017 and is still in
operation today. Datong Livzon Qiyuan Medicine Co., Ltd. (K [ I Bk & 5 25 #4 A BR 23 7))
(“Datong Livzon”), a subsidiary of the Company’s controlled subsidiary Livzon Group, built
cultivation bases independently in Hunyuan County of Datong City in Shanxi Province and Zizhou
County of Yulin City in Shaanxi Province. And Datong Livzon cooperated with 12 cooperatives
and 3 individuals to jointly build cultivation bases for astragalus root in Tianzhen County of Datong
City and Ying County of Shuozhou City in Shanxi Province and Yulin City of Shaanxi Province.
The total area of the self-built bases and jointly constructed bases is about 33,000 mu and a total of
265 people have been assisted. This program has effectively boosted the economy of corresponding
areas in Shanxi and Shaanxi.

During the Reporting Period, the planting area of the self-built base in Hunyuan County of Datong
City in Shanxi Province increased by 300 mu, and the number of newly hired local workers reached
55. In addition, in line with the country's “rural revitalization strategy," Datong Livzon cooperated
with the village committee of Mazhuang Village, Guaner Township, Hunyuan County, Datong City,
Shanxi Province to initiate the “Joint Construction by Villages and Enterprises” program to
construct the initial processing plant for cultivation bases for astragalus root, which has been
completed and put into use. In addition, the Company provided training on the new version of "Good
Agricultural Practice of Medicinal Plants and Animals" for management staff of joint construction
bases and about 30 growers in Zizhou County, Yulin District, Shaanxi Province, and provided
technical guidance and practical training on the traceability system of Chinese medicinal materials.
At the same time, meteorological observation stations were set up in the joint-built base in Tianzhen
County of Datong City, Shanxi Province and the joint-built base in Zizhou County of Yulin City,
Shaanxi Province, and environmental inspection was carried out for all the joint-built bases,
providing data support for their field operations. This year, Shanxi and Shaanxi joint-built bases
employed 85 local workers, harvesting a total of 184.50 tons of fresh astragalus root.

2. Access to public welfare for rural revitalization chronic diseases prevention and treatment

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
“Access to Public Welfare for Chronic Diseases Prevention and Treatment (3 B85 5 75 /A 73 Jil
H)” program by combining our own industrial advantages. 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 (& fth 7T 4%
%), Amlodipine Besylate Capsules (Zfiii2 24 S~/ #E), Valsartan Capsules (45170 3H IR %),
and Isosorbide Bononitrate Tablets ( F.A5ER 57 1L 45 /1), which could be worth millions of RMB.
These drugs can really help families in remote areas, make it convenient for patients in the regions
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to take drugs nearby, help the families with patients to alleviate medical pressures, and provide
timely assistance. Based on actual conditions, the project regularly makes continuous drug
donations to remote areas and helps the families with patients in such regions. The project also helps
to promote local development of rural revitalization and contributes to the state strategic goal of
common prosperity.

Since late 2018 onwards, with the support of local government agencies and relevant authorities at
all levels, we carried out the “Inclusive Chronic Disease Prevention and Control Public Welfare
Project” successively in areas including Chaotian District of Guangyuan City, Songpan County,
Jiange County and Pingwu County of the Autonomous Prefecture of Aba Zangs and Qiangs in
Sichuan Province, Hunyuan County, Guangling County and Linggiu 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, and Fenyi County of Jiangxi Province,
bringing benefits to many patients. Joincare won the awards of “19th Shenzhen Care Action -Top
100 Projects of Residents Satisfaction (5 + /L@ K ZAT3) -EET RHZDH)” and
“Pioneering Enterprise Award in Social Responsibility (#f4 TiAT /e Ak 32)” for its excellent
projects supporting urban revitalization.

As at 31 December 2022, the project covered 8 provinces and one autonomous region, among which
17 were remote areas in need of help and one was natural reserve at state level, which helped more
than 6,400 low-income patients. In 2023, it is expected to donate drugs to areas including Hubei,
Gansu, Anhui and Sichuan.
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I. Fulfillment of undertakings

Chapter 6 Major Events

(I) 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

Commitment Commitment

background type Subject

Commitment
content

Time and time
limit of
commitment

Whether
there is a
time limit
for
fulfillment

Whether
commitment is
strictly fulfilled

in time

Specific
reasons for
failure in
timely
fulfillment
shall be given

Next plan
should be
stated in case of
failure in
timely
fulfillment

Settlement of
horizontal
competition

Baiyeyuan

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.

30 April 2001,
long-term

Yes

Commitment
related to initial
public offering

Baiyeyuan, de
facto controllers
and persons
acting-in concert,
and the Company

Settlement of
horizon
competition

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 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

10 January
2014, long-
term

Yes
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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 sharecholders
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 sharcholder 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
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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 Company, and the Company undertake that
they would bear corresponding legal responsibility and consequence arising
from violation of any clause relevant letter of undertaking from the date of
issuance thereof by the Company (or the Company's controlled subsidiaries
except for Livzon Group or its contact persons). 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).

Commitment
related to seasoned
offerings

From 8 March

2016 to the
date of
completion of
The Company Do not interfere in the operation and management activities of Livzon Group remedial .
Others and de facto . . measures in Yes Yes - -
or encroach on the interests of Livzon Group .
controllers connection
with the non-
public offering
of Livzon
Group
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 | From 11 May
returns as a result of the company's initial public offering, refinancing of the | 2017 to the
listed company, or major asset restructuring and shall fulfill such undertaking. | date of
Baiyeyuan and Pursuant to relevant provisions of CSRC, Zhu Baoguo, the de facto controller | completion of
of Shenzhen Baiyeyuan Investment Co., Ltd., a controlling shareholder:1. Do | remedial
Others the de facto . . - R . Yes Yes - -
controller I'IOI intervene in the operation and rqanagement activities or encroac.h'on the measures in
interests of the company; 2. If CSRC issued other new regulatory provisions on | connection
the remedial measures in relation to returns and the relevant undertakings and | with rights
the aforesaid undertakings did not conform to such provisions from the date of | issue of
issuance of the undertaking to the completion of IPO share allotment, the | Joincare

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

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

From the date
of proceeds
for issuance of
the Rights

Others The Company regularly check the progress of projects invested with proceeds, issue a special | issue in place No Yes -

report on deposit and use of proceeds, engage an accounting firm during the | to the date of
annual audit to issue an verification report on deposit and use of proceeds, | completion of
would be supervised by regulators and sponsors at any time, and would not | use of
make major investment, asset purchase or similar financial investment though | proceeds
proceeds in disguise.
1. While transferring tradable shares subject to selling restrictions held by the
company in Livzon Group, the company shall strict obey relevant provisions of

Other commitments Guidelines of Listed Companies on Transfer of Stock Shares Subject to

made to the SellingTRestrictions ([2008] No. 15); 2. If the Company had shares subject to | 17 December
medium and small Others The Company selling restrictions held by it in Livzon Group that were planned to be sold | 2008, long- No Yes -
shareholders of the through the bid trading system of Shenzhen Stock Exchange and reduced more | term

company

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.
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(IT) 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

ORealized OUnrealized VN/A

(IIT) Fulfillment of performance covenant and its influence on goodwill impairment test

oApplicable VN/A

II. 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

(I) Analysis and explanation from the Company on the reasons and impact of the change of

accounting policies or accounting estimates

oApplicable \N/A

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

oApplicable VN/A

(IIT) Communication with former appointed accounting firm

oApplicable VN/A

(IV) Others
oApplicable VN/A
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VI. Appointment and termination of appointment of accounting firm

Unit: 10,000 Yuan Currency: RMB

Current accounting firm

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 A

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

accounting firm

Wang Yuan(Fiz) and Wang Qilai (F3L3k)

Continuous years of CPA audit services of domestic accounting

firms

1and 4

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 \N/A

VII. Risk of delisting

(1) Reasons for delisting risk warning

oApplicable \N/A

(2) Countermeasures to be taken by the Company

oApplicable \N/A

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

VIII. Matters related to bankruptcy and reorganization
oApplicable \N/A

IX. Material litigation and arbitration

oThe Company was involved in material litigation or arbitration in current year

VThe Company was not involved in material litigation or arbitration in current year
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X. Violations committed by the listed company and its directors, supervisors, senior management,

controlling shareholders and de facto controllers, punishments imposed and rectifications

oApplicable \N/A

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

the Reporting Period

oApplicable \N/A

XII. Material related-party transactions

(I) 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

2.

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 9th Meeting of the 8th Session of the Board on 29
March 2022, Jiaozuo Joincare intended to purchase no more than
RMB270 million (inclusive) of steam and power from Jinguan
Electric Power in 2022 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 8th Session of the Board of Joincare
Pharmaceutical Group Industry Co., Ltd.” (Lin
2022-026) 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
2022-032) disclosed by the Company on 31 March
2022 for details.

The “Resolution on the Adjustment of Connected Transactions in
the Ordinary Course of Business of the Majority-owned
Subsidiary Jiaozuo Joincare and Jinguan Electric Power” was
considered and approved at the 20th Meeting of the 8th Session of
the Board on 12 December 2022: given that the actual power
consumption of Jiaozuo Joincare was higher than forecast at the
beginning of the year, the annual transaction amount estimated at
the beginning of the year between Jiaozuo Joincare and Jinguan
Electric Power is not sufficient to cover Jiaozuo Joincare's actual
production requirements in 2022, to satisfy the demands of Jiaozuo
Joincare for steam and power in the process of production and
operation, purchase from Jinguan Electric Power, was changed
from RMB270 million (inclusive) to RMB280 million (inclusive)
in 2022. The independent directors of the Company gave prior
approval opinions on the Resolution and gave opinions on the
approval at the Board meeting.Both parties referred to the market
price to fix a price of the said connected transactions.

During the Reporting Period, the actual amount of the said
connected transactions was RMB268.6670 million.

See the “Announcement on Resolutions
Considered and Approved at the 20th Meeting of
the 8th Session of the Board of Joincare
Pharmaceutical Group Industry Co., Ltd.” (Lin
2022-141) and the “Announcement of Joincare
Pharmaceutical Group Industry Co., Ltd. on the
Adjustment of Connected Transactions in the
Ordinary Course of Business of the Majority-
owned Subsidiaries of Jiaozuo Joincare and
Jinguan Electric Power” (Lin 2022-143) disclosed
by the Company on 13 December 2022 for details.

Matters already disclosed in interim announcements about which new information is available
oApplicable VN/A
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3. Matters not disclosed in interim announcements
oApplicable VN/A

(II) 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

(IIT) 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

(IV) 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 VN/A

3. Matters not disclosed in interim announcements

Applicable oN/A
Unit: Yuan Currency: RMB
Offer funds to related parties Receive funds from related parties
Related party Relationship Amount Amount
Opening . . Closing Opening . ; Closing
incurred in the incurred in the
balance . balance balance . balance
current period current period
Guangdong Blue Treasure
Pharmaceutical Co., Ltd.* Others 25,653,956.55( -16,371,152.26|  9,282,804.29] 379,960.00| -379,960.00] 0.00
O H IR w2 A F)
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Zhuhai Sanmed Gene
Diagnostics Ltd.* (Ekifg i &
L PR IR A PR A D)

Others

229,288.83]

-127,761.85

101,526.98

Subsidiaries of Sichuan
Healthy Deer Hospital
Management Co., Ltd. (/4)I]
gk T 1% e A PR 7]
ZF/AR)

Others

337,395.02,

160,433.28

497,828.30

8,936.17

12,011.72

20,947.89

Zhuhai Sanmed Biotech Inc.*
(BRifg F R WE A
R A])

Others

211,200.00j

211,200.00]

Shenzhen Youbao
Technology Co., Ltd. A
WA FRBABRA A])

Others

154,500.00

33,600.00]

188,100.00

Zhongshan Renhe Health
Product Co., Ltd. (4L fi{=
R A A PR 7]

Others

469,895.78

469,895.78

Shenzhen Jiekang Health
Care Co., Ltd.* (YT 5
TRAEA R A7)

Others

18,577,246.63

-18,577,246.63]

Shenzhen Health Deer
Technology Co., Ltd. (J&IIl
T R RS ERHE A BR A
&)

Others

4,680.00

0.00

4,680.00

Jiaozuo Jinguan Jiahua
Electric Power Co., Ltd. *
(FEAEERE S BRI A IRA
A=)

Associated
company

8,240,517.56

67,484,396.01

75,724,913.57

Total

53,878,680.37]

32,602,268.55

86,480,948.92

388,896.17|

-367,948.28

20,947.89

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 \N/A

(VI) Others
oApplicable \N/A

XIII. Material contracts and their fulfilments

(I) Trusteeship, contracting and lease

1. Trusteeship
oApplicable \N/A

2. Contracting
oApplicable VN/A
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3. Lease
oApplicable VN/A

(II) Guarantees

Applicable ON/A
Unit: 10,000 Yuan Currency: RMB
. . Date of
szlt(w::r;st?ep guarantee Whether |Guaranteed
Guaranteed|Guaranteed| (signing | Effective |[Expiration| Guarantee |Fulfilled|Overdue| Overdue | there's a fora . .
Guarantor [guarantor and Relationship
the listed party amount | date of date date type ornot | ornot [ amount counter- related
agreement guarantee |party or not
company )
Headquarter| Jinguan Joint
Joincare of the Electric 3,840.00] 2022/2/14 | 2022/2/14 | 2022/11/30 liability Yes No 0 Yes Yes Assoiate
Company Power guarantee
Headquarter| Jinguan Joint
Joincare of the Electric 4,960.00] 2022/2/24 | 2022/2/24 | 2022/12/26( liability Yes No 0 Yes Yes Assoiate
Company Power guarantee
Headquarter| Jinguan Joint
Joincare of the Electric 3,000.00 2022/6/8 | 2022/6/8 | 2023/6/8 | liability No No 0 Yes Yes Assoiate
Company Power guarantee
Headquarter| Jinguan Joint
Joincare of the Electric 3,000.00] 2022/6/22 | 2022/6/22 | 2023/6/23 | liability No No 0 Yes Yes Assoiate
Company Power guarantee
Headquarter| Jinguan Joint
Joincare of the Electric 4,000.00 2022/7/11 | 2022/7/11 | 2023/7/11 | liability No No 0 Yes Yes Assoiate
Company Power guarantee
Headquarter| Jinguan Joint
Joincare of the Electric 3,000.00] 2022/7/11 | 2022/7/11 | 2023/7/11 | liability No No 0 Yes Yes Assoiate
Company Power guarantee
Headquarter| Jinguan Joint
Joincare of the Electric 2,000.00] 2022/7/15 | 2022/7/15 | 2023/7/15 | liability No No 0 Yes Yes Assoiate
Company Power guarantee
Headquarter| Jinguan Joint
Joincare of the Electric 3,000.00 2022/8/8 | 2022/8/8 | 2023/8/8 | liability No No 0 Yes Yes Assoiate
Company Power guarantee
Headquarter| Jinguan Joint
Joincare of the Electric 3,200.00] 2022/9/16 | 2022/9/16 | 2023/9/16 | liability No No 0 Yes Yes Assoiate
Company Power guarantee
Headquarter| Jinguan Joint
Joincare of the Electric 3,800.00] 2022/10/9 | 2022/10/9 | 2023/10/9 | liability No No 0 Yes Yes Assoiate
Company Power guarantee
Headquarter| Jinguan Joint
Joincare of the Electric 3,200.00] 2022/10/12| 2022/10/12| 2023/10/12 liability No No 0 Yes Yes Assoiate
Company Power guarantee
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Headquarter| Jinguan Joint
Joincare of the Electric 3,000.00] 2022/11/24| 2022/11/24| 2023/11/24| liability No No Yes Yes Assoiate
Company Power guarantee
Headquarter| Jinguan Joint
Joincare of the Electric 4,640.00] 2022/12/19| 2022/12/19| 2023/12/19|  liability No No Yes Yes Assoiate
Company Power guarantee
Jiaozuo Wholly- Jinguan Joint
Joincare owned Electric 2,000.00] 2022/3/28 | 2022/3/28 | 2022/12/13 liability Yes No Yes Yes Assoiate
subsidiary Power guarantee
Jiaozuo Wholly- Jinguan Joint
Joincare owned Electric 2,000.00] 2022/12/14| 2022/12/14| 2023/12/14| liability No No Yes Yes Assoiate
subsidiary Power guarantee
Total guaranteed amount occurred during the Reporting Period
- S 48,640.00
(excluding guarantees to subsidiaries)
Total guaranteed amount as of the End of the Reporting Period (A)
- L 37,840.00)
(excluding guarantees to subsidiaries)
Guarantee provided by the Company and its subsidiaries to subsidiaries
Total amount of guarantees to subsidiaries during the Reporting Period 346,492.65
To{al amount of guarantees to subsidiaries as of the End of the Reporting 250,888.69
Period (B)
Total guaranteed amount of the Company (including guarantees to subsidiaries)
Total guaranteed amount (A+B) 288,728.69
Percentage of total guaranteed amount in the Company's net assets (%) 13.1]]
In which:
Amount of guarantees provided to shareholders, de facto controllers and
) - 0.00
their related parties (C)
Amount of debt guarantee directly or indirectly provided to a guaranteed 194.335.71
party with an asset-liability ratio exceeding 70% (D) D
Portion of total guaranteed amount exceeding 50% of net assets (E) 0.00]
Total guaranteed amount of the above three items (C+D+E) 194,335.71
Statement on the contingent joint liability that might be assumed in NA

connection with outstanding guarantee

Statement on guarantees

The above connected guarantees are detailed in Note X 5(4) to the Financial Statements of

this report.

(IIT) Entrusted cash asset management
1. Entrusted wealth management

(1) Overall situation of entrusted wealth management

oApplicable \N/A

Other information
oApplicable VN/A

(2) Single entrusted wealth management
oApplicable VN/A
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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

XIV. Other significant matters having significant influence on the value judgment and decisions of
investors

VApplicable oN/A
1. Use of proceeds

Pursuant to the Reply to the Approval of Share Allotment of Joincare Pharmaceutical Group Industry Co.,
Ltd. issued by CSRC (Zheng Jian Xu Ke [2018] No. 1284), the Company allotted 365,105,066 shares to
original shareholders. The planned proceeds from the share allotment amounted to RMB2,000 million; the
total actual proceeds amounted to RMB1,715.9938 million; after deducting distribution expenses of
RMB46.2536 million, the net proceeds amounted to RMB1,669.7402 million. As at 16 October 2018, the
said proceeds were in place and validated by the Capital Verification Report of Joincare Pharmaceutical
Group Industry Co., Ltd. issued by Ruihua Certified Public Accountants (Rui Hua Yan Zi [2018] No.
40060006).
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(1) Temporary replenishment of working capital by use of proceed

Pursuant to the Resolution on the Temporary Replenishment of Working Capital with Idle Proceeds
considered and approved at the 7th Meeting of the 8th Session of the Board of the Company on 30
December 2021, it was agreed that the Company temporarily replenished the working capital with no more
than RMB700 million of idle proceeds from 1 January 2022 to 31 December 2022 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 2021-159). On 21 December 2022, the Company returned
the temporary replenishment of working capital of RMB700 million to the special account, and the period

of use did not exceed 12 months.

Pursuant to the Resolution 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).
(2) Change of projects invested with proceeds

Pursuant to the Resolution on Change of Certain Projects Invested with Proceeds considered and approved
at the 8th Meeting of the 8th Session of the Board of the Company on 24 January 2022, it was agreed that
Zhuhai Health Industry Base Construction Project was changed to the New Product R&D Project, Haibin
Pharma Pingshan Pharmaceutical Industrialization Base Expansion Project and the Information Platform
Construction Project. The resolution was approved at the 2022 1st extraordinary general meeting of the
Company on 11 February 2022. For details of the aforesaid change of projects invested with proceeds, see
the “Announcement of Joincare Pharmaceutical Group Industry Co., Ltd. on Change of Certain Projects

Invested with Proceeds” (Lin 2022-007).

Meanwhile, based on the aforesaid change of projects invested with proceeds, the Company, Taitai
Pharmaceutical, a wholly-owned subsidiary of the Company, Haibin Pharma and Joincare Haibin,
together with Minsheng Securities Co., Ltd., signed the “Three-party Supervision Agreement for Deposit
into the Special Account for the Proceeds™ ({ #4551 & & P A7 ifi =77 I & #113) ) with China Merchants
Bank Co., Ltd. (Shenzhen Branch), Industrial Bank Co., Ltd. (Shenzhen Bagualing Sub-branch),
Industrial and Commercial Bank of China Limited (Shenzhen Hongwei Sub-branch) and China
Everbright Bank Co., Ltd. (University Town of Shenzhen Sub-branch), respectively. For details, please
refer to the “Announcement on the Signing of the Three-party Supervision Agreement for Deposit into

the Special Account for the Proceeds of Joincare Pharmaceutical Group Industry Co., Ltd.” ( {{#EJT

135



Joincare Pharmaceutical Group Annual Report 2022

2PV EE IR B IR A R T 2T SR &L G — 7 WS A% ) ) (Lin 2022-015).

For details about deposit and actual use of proceeds in 2022, please refer to the Special Report of Joincare
Pharmaceutical Group Industry Co., Ltd. on Deposit and Actual Use of Proceeds in 2022 disclosed by the
Company on 11 April 2023.

2. Matters about share repurchase
(1) First share repurchases in 2022

Pursuant to the Resolution on Share Repurchase Scheme by Way of Centralized Bidding Transactions and
other resolutions considered and approved at the 6th Meeting of the 8th Session of the Board and the 2021
Fifth Extraordinary General Meeting of the Company on 6 December 2021 and 23 December 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 RMB15/share (inclusive); the repurchase term
should be no more than 12 months from the date when the repurchase scheme was approved by the General
Meeting of the Company. 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 2021-
145)” and the “Repurchase Report of Joincare Pharmaceutical Group Industry Co., Ltd. on Share Repurchase
by Way of Centralized Bidding Transactions” (Lin 2022-002).

On 7 July 2022, the Company completed the repurchase and has repurchased a total of 50,959,668 shares by
way of centralized bidding transactions, representing 2.66% of total share capital (1,912,540,667 shares) of
the Company. The highest purchase price was RMB13.02/share, the lowest, RMB10.02/share, and the
average, RMB11.77/share. The total amount paid was RMB599,981,715.83 (including handling fee), and
50,959,668 shares repurchased were cancelled on 11 July 2022. For details, please refer to the
“Announcement of Joincare Pharmaceutical Group Industry Co., Ltd. on Implementation Results of Share

Repurchase and Share Changes” (Lin 2022-076).
(2) Second share repurchases in 2022

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
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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

of Centralized Bidding Transactions” (Lin 2022-144).

As of 31 March 2023, the Company has repurchased a total number of 40,662,579 shares by way of
centralized bidding transactions, representing 2.11% of the total share capital (1,929,189,374) of the
Company. The total amount paid was RMB494.4911 million (including handling fee). For details, please
refer to the Announcement of Joincare Pharmaceutical Group Industry Co., Ltd. on the Progress of Share

Repurchase by Way of Centralized Bidding Transactions (Lin 2023-027).
3. GDRs of the Company was issued and listed on the SIX Swiss Exchange

Pursuant to the “Resolution on the Planning of Overseas Issuance of GDRs and Listing on the SIX Swiss

Exchange of the Company” ( (X TA R ERIRAN AT AERAFFE U FF S L UESR 28 & B B i (il

%) ) considered and approved at the 12th Meeting of the 8th Session of the Board of the Company on 15

June 2022. In order to broaden the Company’s international financing channels and enhance its

international brand and image, the Company intends to plan to issue Global Depositary Receipts (“GDRs”)
overseas and list on the SIX Swiss Exchange. For details, please refer to the “Reminder Announcement

of Joincare Pharmaceutical Group Industry Co., Ltd. on the Planning of Overseas Issuance of GDRs and

Listing on the SIX Swiss Exchange” ( (i fE T2 VAL B A A PR A w5 0 T-E RN AT R ERAE T

WEFFAESG LRSS &) B B 3R A% ) ) (Lin 2022-061).

Pursuant to the “Resolution on the Issuance of GDRs and Listing on the SIX Swiss Exchange and the
Conversion of the Company into a Company Limited by Shares that Issues and Lists Its Shares Abroad”
( (KT 2w KAT GDR FHAEHG L UEIFAE 5 i bii A e s A 52 A A IR A "] TSR ) ), the
“Resolution on the Company’s Plan of the Issuance of GDRs and Listing on the SIX Swiss Exchange”
( (KT A" KITGDR HAEH LUEFZ Z Fr EHi T R B9 ZE) ) and other relevant resolutions
considered and approved at the 13th Meeting of the 8th Session of the Board of the Company on 22 June
2022, the Company intends to issue GDRs representing newly issued RMB ordinary A Shares as underlying
securities. The additional underlying A Shares represented by the GDRs to be issued shall be no more than
191,254,066 Shares (including securities issued upon the exercise of any overallotment option, if any) and
shall not account for more than 10% of the Shares capital (1,912,540,667 Shares) of the Company prior to
the issuance. The number of the additional underlying A Shares represented by the GDRs to be issued shall
be adjusted according to relevant regulations if the share capital of the Company increases or decreases as
a result of bonus issue, capitalization issue or rights issue, share repurchase etc. during the period from the
date of approval of the issuance by the Board to the issuance date. The Company has simultaneously

formulated the “Confidentiality and Records Management System for Overseas Issuance of Securities and
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Listing of Joincare Pharmaceutical Group Industry Co., Ltd.” ( {{@ &2\ A R A 758k
TIESRS Eii AR RS AR R TAERIEE) ) and amended the “Articles of Association”, the “Rules
of Procedure for the Shareholders’ General Meetings” and other relevant company rules and regulations in
relation to GDRs. For details, please refer to the “Announcement on Resolutions Considered and Approved
at the 13th Meeting of the 8th Session of the Board of Joincare Pharmaceutical Group Industry Co., Ltd.”
( (i ERHRMERAFA N EEFES T = RSWHRWLAED ) (Lin 2022-063), the
“Confidentiality and Records Management System for Overseas Issuance of Securities and Listing of
Joincare Pharmaceutical Group Industry Co., Ltd.” ( {{@# & e B B IR AR 54N ATIESR S5
LA AR R T AEHIEE) ) and the “Announcement on the Formulation of the Articles of
Association and its Annexes Applicable to the Company upon the Listing of GDRs of Joincare
Pharmaceutical Group Industry Co., Ltd.” ( ({5 7o 2 )Mb 4 B A FR A 7] 9% T+l i€ A 7] GDR L1
Jaia I (A A FEREY R H P EI 2 ) (Lin 2022-064).

On 8 July 2022, the Company held the 2022 Second Extraordinary General Meeting to consider and approve
the aforesaid resolutions for the issuance of GDRs and listing in Switzerland and to request the general
meeting of the Company to authorize the Board and its authorized persons to deal with matters relating to
the issuance of GDRs and listing in full, as detailed in the “Announcement on Resolutions of Joincare
Pharmaceutical Group Industry Co., Ltd. at the 2022 Second Extraordinary General Meeting” (Lin 2022-
077).

On 19 August 2022, the Company obtained the conditional approval for the issuance and listing of GDRs
on the SIX Swiss Exchange from SIX Exchange Regulation AG, and the SIX Swiss Exchange Regulation
AG agreed to the listing of the Company’s GDRs on the SIX Swiss Exchange subject to the satisfaction of

customary conditions.

On 2 September 2022, the Company received the “Approval for the Initial Public Offering and Listing
of Global Depositary Receipts on the SIX Swiss Exchange by Joincare Pharmaceutical Group Industry
Co., Ltd.” ( (R ZMEMERR T2 AR BB A BR A 7 E IR AT RAT EERAFFE SR UL I AR B HIESF5C
Sy E R E) ) (Zheng Jian Xu Ke [2022] No. 1960) granted by the CSRC.

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
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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 investment 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 capital of the Company. As
of the end of this Reporting Period, the proceeds from the Company’s issuance of GDRs have not been

used.
4. Overall relocation and expansion project of Sichuan Guangda

On 6 March 2019, the board of directors of 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” ( VY )11 ¢ K i1l 25
BARIT TP 2 0 H 5 E TS ) (the “Investment Agreement”) and the “Supplemental Agreement
I with Sichuan Chengdu Pengzhou Municipal People's Government™ (VU )14 G #7820 117 N REUR).
Pursuant to the Investment Agreement, the Company 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 plants to the Company.

As at 31 December 2022, the total investment of the Project under specific contracts amounted to
RMB542.2556 million, and subsidies received from governments at all levels totaled RMB138.9817 million.
After the QC decoration and renovation, equipment installation and warehousing system establishment, the
equipment was put into running for commissioning and the storage system was delivered for acceptance;
after the decoration, renovation and equipment installation of the extraction workshop and after the pre-
treatment workshop were completed, the equipment was put into running for commissioning and the
remaining work of local decoration was completed. The construction of the granulation workshop, the
integrated preparation workshop and the packaging workshop commenced, the remaining work of the
decoration and renovation of the alcohol extraction workshop was completed, and the pipeline equipment

had not installed for commissioning. The overall project went smoothly.

5. Progress of the initial public offering and listing of shares of Tianjin Tongrentang, a non-

controlling invested company

The Shenzhen Stock Exchange has suspended the review of listing of Tianjin Tongrentang on 26 January
2022, as CSRC has initiated an investigation against ShineWing Certified Public Accountants (Special
General Partnership), the audit institution engaged by Tianjin Tongrentang for the initial public offering
of its shares and listing on the ChiNext Board.
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Considering that ShineWing Certified Public Accountants (Special General Partnership), the auditor
appointed by Tianjin Tongrentang, has issued a review report, the Shenzhen Stock Exchange has resumed

the review of the listing of Tianjin Tongrentang on 30 March 2022.

In addition to the above disclosure, details of the non-controlling invesmtnet in Tianjin Tongrentang are set

out in the Company’s annual report for 2021.
6. Progress of Livzon Group's plan to spin off Livzon Diagnostics for A-share listing

On 7 August 2020, the board of directors of Livzon Group, a majority-controlled subsidiary of the Company,
considered and approved the proposal to spin off its subsidiary Zhuhai Livzon Diagnostics Inc. for A-share
listing (hereinafter referred to as spin-off listing). Livzon Diagnostics is mainly engaged in the R&D,
production and sale of diagnostic reagents and equipment. As at the End of the Reporting Period, Livzon
Group held approximately 39.425% of shares of Livzon Diagnostics. After completion of this spin-off, the
shareholding structure of Livzon Group will remain unchanged, and Livzon Group will still maintain control
over Livzon Diagnostics. For details, see the “Suggestive Announcement of Joincare Pharmaceutical Group
Industry Co., Ltd. on Livzon Group's Planned Spin-off of Its Subsidiary Livzon Diagnostics for A-share
Listing” (Lin 2020-106).

On 16 October 2020, the Stock Exchange of Hong Kong Limited agreed to Livzon Group's spin-off listing,
and agreed to exempt the group from the applicable regulations concerning the assured entitlement related
to the spin-off listing. For details, see the “Announcement of Joincare Pharmaceutical Group Industry Co.,
Ltd. on the Progress of Livzon Group's Planned Spin-off of Its Subsidiary Livzon Diagnostics for A-share
Listing” (Lin 2020-131).

Livzon Diagnostics would go spin-off listing on the ChiNext Board of Shenzhen Stock Exchange pursuant
to the Resolution on the Spin-off of the Subsidiary Zhuhai Livzon Diagnostics Inc. to Go Listing on the
ChiNext Board of Shenzhen Stock Exchange considered and approved at the board meeting of Livzon
Group on 23 October 2020. For details, see the “Announcement of Joincare Pharmaceutical Group Industry
Co., Ltd. on the Progress of Livzon Group's Planned Spin-off of Its Subsidiary Livzon Diagnostics for A-
share Listing” (Lin 2020-134).

The spin-off listing of Livzon Diagnostics was approved at the 2020 4th extraordinary general meeting of
Livzon Group on 20 November 2020, and was registered with Guangdong Securities Regulatory Bureau
for pre-listing tutoring in November 2020. As of the disclosure date of this report, Livzon Diagnostics has
submitted the nine issues of reports on progress of the tutoring. As of the disclosure date of this report,
Livzon Diagnostics has not submitted any application to or registered with Shenzhen Stock Exchange or

any relevant Chinese regulatory authorities other than those progresses listed above.
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Chapter 7 Changes in Equity and Shareholders

I. Changes in Share Capital

(I) Table of changes in shares

1. Table of changes in shares

Unit: shares

Before the current change

Increase/decrease (+, -) due to the current chan;

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

I1. Shares without
selling restrictions

1,907,727,908

100

72,421,134

-50,959,668

21,461,466

1,929,189,374

100

1. Ordinary shares
denominated in
Renminbi

1,907,727,908

100

72,421,134

-50,959,668

21,461,466

1,929,189,374

100

2. Domestically
listed foreign
shares

3. Overseas listed
foreign shares

4. Others

TI1. Total number
of shares

1,907,727,908

100

72,421,134

-50,959,668

21,461,466

1,929,189,374

100

2.Explanations on changes in shares

VApplicable tN/A

(1) Share repurchase for cancellation

From 24 December 2021 to 23 December 2022, the Company expected to repurchase shares at a price of

no more than RMB15 per share (inclusive) and the total amount of repurchase funds shall be not less than
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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 50,959,668
shares as of 7 July 2022, and cancelled such shares with the Shanghai Branch of China Securities
Depository and Clearing Corporation Limited on 11 July 2022.

(2) Issuance of GDRs

The Company held the 2022 second extraordinary general meeting on 8 July 2022, at which it reviewed
and approved the Resolution on the Company’s Issuance of GDRs, Listing on the SIX Swiss Exchange
and Conversion into a Joint Stock Limited Company Offering Shares Overseas ( {%<T A & & 17 GDR
FAEHG T UE SR A 5y B bt S 3 3R A SR e e A BR A R I ZE) ) and other relevant resolutions.
6,382,500 GDRs were issued by the Company, representing 63,825,000 underlying A shares, with one
GDR represents 10 A Shares of the Company, and were listed on the SIX Swiss Exchange on 26 September
2022. The total share capital of the Company increased by 63,825,000 shares as a result of the issuance

and listing of the GDRs mentioned above.
(3) Exercise of the 2018 share options

The third exercise period for the options first granted under the Company's 2018 Share Options Incentive
Plan commenced on 21 December 2021, namely from 21 December 2021 to 20 December 2022. The
second exercise period for the reserve options commenced on 23 September 2021, namely from 23
September 2021 to 22 September 2022. During the Reporting Period, the cumulative number of share

options exercised and completing share transfer registration was 8,596,134.

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 VYN/A

4.0ther information disclosed as the Company deems necessary or required by the securities
regulatory authority

oApplicable YN/A

(IT) Changes in shares subject to selling restrictions

oApplicable VN/A

I1. Issuance and Listing of Securities
(D) Securities issued during the Reporting Period

oApplicable YN/A
Explanations on securities issuance during the Reporting Period (list separately bonds with different
interest rates during the duration):

oApplicable VN/A
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(II) Changes in total number of shares, shareholding structure, and structure of assets and liabilities
of the Company

oApplicable VN/A

(IIT) Outstanding shares granted under the employee share ownership scheme

oApplicable VN/A

II1. Information on Shareholders and the De Facto Controller

(I) Total number of shareholders

Total number of shareholders of ordinary shares as of the End of the 93510
Reporting Period ’

Total number of shareholders of ordinary shares as of the end of the 87173

month immediately prior to the publish date of this annual report

(I) 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
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.* (RYITT -17,380,900 878,272,753 45.53 0 Pledge 95,679,725 | non-state-
B IERE A BRA F) owned entity
Hong Kong Securities Clearing
. 21,294,741 113,256,167 5.87 0 Unknown Unknown
Company Limited
.. . L Foreign
Citibank, National Association 63,825,000 63,825,000 3.31 0 Unknown it
entity
. L Foreign
Might Seasons Limited -14,371,900 57,487,434 2.98 0 Unknown it
entity
Huaxia Life Insurance Co., Ltd.
. 163,100 9,275,718 0.48 0 Unknown Unknown
- Equity fund
Agricultural Bank of China
Limited - CSI 500 Exchange
. 2,663,000 8,060,294 0.42 0 Unknown Unknown
Traded Index Securities
Investment Fund
Domestic
He Zhong -50,000 7,800,024 0.40 0 Unknown natural
person
Joincare Pharmaceutical Group
Industry Co., Ltd. — the
Second Phase Ownership
X 6,275,372 6,275,372 0.33 0 Unknown Others
Scheme under Medium to
Long-term Business Partner
Share Ownership Scheme
Abu Dhabi Investment Foreign
. 4,808,605 5,920,342 0.31 0 Unknown .
Authority entity
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Bosera Funds Management
Co., Ltd. - 419 portfolio of -3,696,377 5,036,569 0.26 0 Unknown Unknown
social security funds

Shareholdings of the Top 10 shareholders

without selling restrictions

Name of shareholder

Number of tradable shares held

Class and number of shares

without selling restrictions Class Number

Shenzhen Baiyeyuan Investment Co., Ltd.* (%3] . . . L
R I A ) 878,272,753 Ordinary shares denominated in Renminbi 878,272,753
Hong Kong Securities Clearing Company Limited 113,256,167 Ordinary shares denominated in Renminbi 113,256,167
Citibank, National Association 63,825,000 Ordinary shares denominated in Renminbi 63,825,000
Might Seasons Limited 57,487,434 Ordinary shares denominated in Renminbi 57,487,434
Huaxia Life Insurance Co., Ltd. - Equity fund 9,275,718 Ordinary shares denominated in Renminbi 9,275,718
Agricultural Bank of China Limited - CSI 500
Exchange Traded Index Securities Investment 8,060,294 Ordinary shares denominated in Renminbi 8,060,294
Fund
He Zhong 7,800,024 Ordinary shares denominated in Renminbi 7,800,024
Joincare Pharmaceutical Group Industry Co., Ltd.
— the Second Phase Ownership Scheme under . . . L

. . 6,275,372 Ordinary shares denominated in Renminbi 6,275,372
Medium to Long-term Business Partner Share
Ownership Scheme
Abu Dhabi Investment Authority 5,920,342 Ordinary shares denominated in Renminbi 5,920,342
Bosera Funds Management Co., Ltd. - 419 . . . s

5,036,569 Ordinary shares denominated in Renminbi 5,036,569

portfolio of social security funds

Notes on the special repurchase account among
the Top 10 shareholders

As at the End of the Reporting Period, the special repurchase account of the Company (special

securities repurchase account of Joincare Pharmaceutical Group Industry Co., Ltd.) owned 28,417,048

shares in total, accounting for 1.47%.

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 among other shareholders is unknown.

Notes: 1. As of the End of the Reporting Period, the balance of shares lent by Shenzhen Baiyeyuan Investment Co., Ltd. *

YT B LRI A FR 24 7)), a controlling shareholder of the Company, by participating in the refinancing business was

17,380,900, and the ownership transfer of such shares does not take place.

2. Citibank, National Association is the depositary for GDRs of the Company, and the underlying domestic A shares

represented by the GDRs are registered in its name according to law. The GDRs issued by the Company may not be

converted into A shares from 26 September 2022 (Swiss time) to 23 January 2023 (Swiss time).

Number of shares held by the Top 10 shareholders with selling restrictions and the description of

the selling restrictions
oApplicable VN/A

(IIT) Strategic investors or general legal persons who became top 10 shareholders as a result of

allotment of new shares

oApplicable YN/A
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IV. Information on the Controlling Shareholder and the De Facto Controller
(D) Information on the Controlling shareholder

1. Legal person

VApplicable oN/A

Name Shenzhen Baiyeyuan Investment Co., Ltd.* (GRIITH & LI %A R A )

Person in charge of the unit or legal
) Zhu Baoguo
representative

Date of incorporation 21 January 1999

o . Investment in industry, domestic commerce, and material supply and
Principal business o
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 VYN/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.

45.53%

Joincare Pharmaceutical Group Industry Co., Ltd.

Note: As of the End of the Reporting Period, the balance of shares lent by Shenzhen Baiyeyuan Investment Co., Ltd. * (¥
I AR A BR A F]), a controlling shareholder of the Company, by participating in the refinancing business was

17,380,900, and the ownership transfer of such shares does not take place.

(IT) Information on the de facto controller
1.Legal person
oApplicable VN/A
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2.Natural person

VApplicable 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 VN/A

4.Statement on change of control of the Company during the Reporting Period

oApplicable VN/A

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.

45.53%

Joincare Pharmaceutical Group Industry Co., Ltd.

Note: As of the End of the Reporting Period, the balance of shares lent by Shenzhen Baiyeyuan Investment Co., Ltd. * (3
YT AR T A BRA F), a controlling shareholder of the Company, by participating in the refinancing business was
17,380,900, and the ownership transfer of such shares does not take place.

6.De facto controller controls the Company through trust or other asset management methods

oApplicable YN/A

(IIT) Other information on the controlling shareholder and the de facto controllers

oApplicable YN/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
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VI. Other Corporate Shareholders Holding More Than 10% Shares

oApplicable VN/A

VII. Explanation on Restrictions on Share Selling

oApplicable VN/A

VIIL 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

7 December 2021

Number of shares to be repurchased and its
percentage in total share capital (%)

1.05~2.10

Proposed repurchase amount

30,000~60,000

Proposed repurchase period

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 shares by centralized bidding

Repurchased number (shares) 50,959,668
Percentage qf repurchased shares in.the target shares Not applicable
under share incentive scheme (%) (if any)

The progress of the Company's reduction of Not applicable

Remarks

On 11 July 2022, 50,959,668 repurchased shares were cancelled.

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 (%)

0.97~1.95

Proposed repurchase amount

30,000~60,000

Proposed repurchase period

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 shares by centralized bidding

Repurchased number (shares) 10,957,235
Percentage of repufchased shares in.the target shares Not applicable
under share incentive scheme (%) (if any)

The progress of the Company's reduction of 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 YN/A
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Chapter 10 Financial Statements

I Auditor’s report

Applicable oN/A

GTCNSZ (2023) NO.442A008607

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. (fg 5 c 25 M 2L A 1 A FR /2 7)) (the “Group”), which comprise the Consolidated
and Company balance sheets as at 31 December 2022, 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 2022, 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 2022, 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.

1. 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.

(1) Revenue recognition

For relevant disclosure, please refer to Note I1l. 28 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 2022
were RMB 17,036.97 million. We identified revenue recognition as a key audit matter due
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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) For revenue transactions recorded in the year ended 31 December 2022, we selected
samples to check contracts, purchase orders, shipping documents, transportation documents,
bookkeeping vouchers, payback documents, periodic reconciliation letters and other
supporting documents; and selected samples to perform 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.

(1) Allowance for bad debts on accounts receivable
For relevant disclosure, please refer to Note I11. 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 RMB 3,176.23 million and the allowance for bad debts
was RMB 72.48 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
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(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.

1VV. Other Information

Management of the Company is responsible for the other information. The other
information comprises the information included in the Company’s 2022 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.
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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.

V1. 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.

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
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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.

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 Certified Public Accountants ~ Wang Yuan
Partnership) (The partner in charge of the auditing service project)

Certified Public Accountants Wang Qilai

Beijing, China 7 April 2023

154



Joincare Pharmaceutical Group Annual Report 2022
Il Financial statements
Consolidated Balance Sheet
December 31, 2022
Prepared by: Joincare Pharmaceutical Group Industry Co., Ltd.
Unit: Yuan Currency: RMB
Item Note December 31, 2022 December 31, 2021
Current assets:
Cash and bank balances V.1 14,808,488,110.96 11,729,230,390.98
Financial assets held for trading V.2 109,015,664 .98 184,638,344 .31
Notes receivable V.3 1,959,985,016.85 1,977,286,022.02
Accounts receivable V4 3,103,758,850.15 2,853,655,551.54
Receivables financing
Prepayments V.5 364,265,142.57 369,232,546.29
Other receivables V.6 52,535,740.14 88,053,825.12
In which: Interests receivable 365,873.64
Dividends receivable
Inventories V.7 2,561,869,999.57 2,078,944,387.68
Contract assets
Assets held-for-sale
Non-current assets due within one year V.8 54,048,611.11 317,381.23
Other current assets V.9 163,539,900.32 83,986,214.37
Total current assets 23,177,507,036.65 19,365,344,663.54
Non-current assets:
Debt investment
Other debt investment
Long-term receivables V.10 266,904.13
Long-term equity investment V.11 1,419,882,594.59 1,419,349,454.84
Other equity instrument investment V.12 1,193,958,879.05 1,408,882,377.42
Other non-current financial assets
Investment properties V.13 6,191,475.43 6,191,475.43
Fixed assets V.14 5,265,200,110.91 4,839,005,169.81
Construction in progress V.15 811,300,068.96 742,998,743.75
Productive biological assets
Oil and gas assets
Right-of-use assets V.16 41,843,133.97 46,774,759.69
Intangible assets V.17 802,115,125.75 456,782,094.80
Development cost V.18 428,284,884.17 786,993,435.71
Goodwill V.19 614,468,698.73 614,468,698.73
Long-term prepaid expenses V.20 277,867,716.95 200,715,740.93
Deferred tax assets V.21 533,861,743.26 552,542,866.71
Other non-current assets V.22 1,156,772,182.99 663,584,003.80
Total non-current assets 12,551,746,614.76 11,738,555,725.75
Total assets 35,729,253,651.41 31,103,900,389.29
Current liabilities:
Short-term loans V.23 2,126,050,615.06 2,518,484,835.09
Financial liabilities held for trading V.24 755,634.43 143,302.24
Notes payable V.25 1,635,906,989.22 1,582,386,767.93
Accounts payable V.26 943,905,580.91 871,553,210.51
Receipts in advance
Contract liabilities V.27 292,977,730.74 234,140,702.29
Employee benefits payable V.28 573,010,571.46 475,430,823.20
Taxes payable V.29 337,702,273.73 270,618,183.41
Other payables V.30 3,680,334,360.88 3,292,407,989.79
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In which: Interests payable
Dividends payable 12,252,074.84 6,951,984.46
Liabilities held-for-sale
Non-current liabilities due within one year V.31 63,077,260.98 91,576,066.33
Other current liabilities V.32 101,276,714.35 15,626,224.29
Total current liabilities 9,754,997,731.76 9,352,368,105.08
Non-current liabilities:
Long-term loans V.33 3,230,844,042.88 826,780,252.78
Bonds payable
Lease liabilities V.34 23,482,486.07 25,071,794.32
Long-term payables
Long-term payroll payable
Estimated liabilities
Deferred income V.35 384,537,267.55 433,543,352.40
Deferred tax liabilities V.21 231,164,425.48 208,525,905.39
Other non-current liabilities V.36 84,000,000.00 78,000,000.00
Total non-current liabilities 3,954,028,221.98 1,571,921,304.89
Total liabilities 13,709,025,953.74 10,924,289,409.97
Owner's equity (or shareholder's equity):
Share capital V.37 1,929,189,374.00 1,907,727,908.00
Other equity instruments
In which: Preferred shares
Perpetual debts
Capital reserve V.38 2,343,693,215.99 2,265,357,311.92
Less: Treasury shares V.39 347,176,561.29 222,644,454.50
Other comprehensive income V.40 4,704,473.53 5,387,545.97
Special reserve
Surplus reserve V.41 734,766,581.50 640,821,179.08
Undistributed profits V.42 8,456,643,326.82 7,223,644,166.22
Total shareholders' equity attributable to the parent 13,121,820,410.55 11,820,293,656.69
Minority shareholder's equity 8,898,407,287.12 8,359,317,322.63
Total owner's equity (or shareholder's equity) 22,020,227,697.67 20,179,610,979.32
Total liabilities ar?d owner's equity (or 35.729.253.651 41 31,103,900,389.29
shareholder's equity)

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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December 31, 2022

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

3,148,933,185.29

1,370,906,734.13

Financial assets held for trading

Notes receivable

249,617,024.89

374,296,302.21

Accounts receivable

291,630,857.74

535,543,070.24

Receivable financing

Prepayments

542,966,676.99

201,605,530.55

Other receivables

785,307,024.78

1,136,237,811.25

In which: Interest receivable

Dividends receivable

544,999,500.00

814,041,000.00

Inventories

63,656,837.97

Contract assets

Assets held-for-sale

Non-current assets due within one year

54,048,611.11

Other current assets

9,379,100.23

Total current assets

5,136,160,218.77

3,627,968,548.61

Non-current assets:

Debt investment

Other debt investment

Long-term receivables

Long-term equity investment

3,524,184,512.63

3,530,939,152.29

Other equity instrument investment

141,562,064.27

372,609,966.35

Other non-current financial assets

Investment properties 6,191,475.43 6,191,475.43
Fixed assets 46,410,672.12 45,139,232.27
Construction in progress 15,330,867.65 7,890,737.14

Productive biological assets

Oil and gas assets

Right-of-use assets

7,570,096.21

12,470,703.77

Intangible assets

20,154,211.97

15,316,963.24

Development cost

92,797,615.87

21,304,063.68

Goodwill

Long-term prepaid expenses

552,795.74

900,737.50

Deferred tax assets

88,792,276.83

134,711,371.96

Other non-current assets

815,024,705.98

54,866,150.94

Total non-current assets

4,758,571,294.70

4,202,340,554.57

Total assets

9,894,731,513.47

7,830,309,103.18

Current liabilities:

Short-term loans

100,091,666.67

450,436,811.38

Financial liabilities held for trading

Notes payable

924,199,480.81

358,526,972.01

Accounts payable

257,832,649.19

461,763,867.32

Receipts in advance

Contract liabilities

53,648,681.36

31,637,971.91

Employee benefits payable

139,895,738.09

95,624,280.17

Taxes payable

10,549,309.54

17,190,533.60

Other payables

1,303,649,356.48

810,207,330.35
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In which: Interests payable

Dividends payable

Liabilities held-for-sale

Non-current liabilities due within one
year

47,152,440.47

44,954,632.42

Other current liabilities

3,007,795.91

2,140,860.88

Total current liabilities

2,840,027,118.52

2,272,483,260.04

Non-current liabilities:

Long-term loans 1,154,000,000.00 160,000,000.00
Bonds payable

Lease liabilities 3,729,020.22 7,683,561.03
Long-term payables

Long-term payroll payable

Estimated liabilities

Deferred income 20,534,000.00 40,796,000.00
Deferred tax liabilities 997,675.94 29,371,338.01

Other non-current liabilities

Total non-current liabilities

1,179,260,696.16

237,850,899.04

Total liabilities

4,019,287,814.68

2,510,334,159.08

Owner's equity (or shareholder's equity):

Paid-in capital

1,929,189,374.00

1,907,727,908.00

Other equity instruments

In which: Preferred shares

Perpetual debts

Capital reserve

1,678,414,507.96

1,605,482,128.64

Less: Treasury shares

347,176,561.29

222,644,454.50

Other comprehensive income

726,576.72

77,015,953.08

Special reserve

Surplus reserve

646,164,633.12

552,219,230.70

Undistributed profits

1,968,125,168.28

1,400,174,178.18

Total owner's equity (or shareholder's
equity)

5,875,443,698.79

5,319,974,944.10

Total liabilities and owner's equity
(or shareholder's equity)

9,894,731,513.47

7,830,309,103.18

Person-in-charge of the Company:
Zhu Baoguo

Person-in-charge of the Company’s

accounting work: Qiu Qingfeng

158

Person-in-charge of the accounting
department: Qiu Qingfeng



Joincare Pharmaceutical Group

Annual Report 2022

Consolidated Income Statement

From January to December, 2022

Unit: Yuan Currency: RMB

Item Note 2022 2021

1. Total revenues V.43 17,142,753,068.82 15,903,688,266.59

In which: Operating revenues 17,142,753,068.82 15,903,688,266.59

I1. Total operating costs 13,784,938,368.95 13,169,412,648.95

In which: Operating costs V43 6,252,265,308.40 5,716,293,887.58

Operating tax and surcharges V.44 199,746,357.56 182,816,650.02
Selling expenses V.45 4,950,802,456.16 5,026,812,145.41
Administrative expenses V.46 992,483,591.51 939,253,444.33
R&D expenses V.47 1,742,088,079.94 1,397,131,273.33
Financial expenses V.48 -352,447,424.62 -92,894,751.72
In which: Interest expenses 139,016,104.44 90,278,042.69
Interest income 395,476,309.66 191,964,051.82
Add: Other income V.49 289,868,006.44 247,346,934.96
Income from investments (loss is V.50 55.973,114.29 71,881,264.65
indicated by “-”)
I which: Income from investments 70,577,657.04 10,281,021.59
in associates and joint ventures
Gains from derecognition of
financial assets at amortized cost
Gains from net exposure hedges
(loss is indicated by “-)
Gains from changes in fair values Vsl -76,262,989.83 -23,506,126.09
(loss is indicated by “-)
Fos.ses of credit impairment (loss is V52 412374337 18.024.112.20
indicated by “-”)
Impairment loss of assets (loss is V.53 -142,627,936.44 -62,950,978.72
indicated by “-”)
Gains from disposal of assets (loss V.54 -705,357.30 24,044,186.55
is indicated by “-”)

‘I‘H’;)Operatmg profit (loss is indicated by 3.479.935.793.66 2.983,066,786.79
Add: Non-operating income V.55 8,229,847.57 8,641,830.86
Less: Non-operating expenses V.56 32,060,686.06 39,379,273.69

IV. Total profit (loss is indicated by “-”) 3,456,104,955.17 2,952,329,343.96
Less: Income tax expenses V.57 562,008,858.69 339,480,305.29

V. Net profit (loss is indicated by “-”) 2,894,096,096.48 2,612,849,038.67

(I) Classified by business continuity

I Net profit from ongoing operation (loss 2,894,096,096.48 2,612,849,038.67

is indicated by “-”)

2. Net profit from discontinuing operation

(loss is indicated by “-”)

(D) Classified by ownership

1.Net profit attributable to shareholders of

the parent company (loss is indicated by 1,502,595,840.48 1,328,499,432.05

“)

2.Pr0.ﬁt.an(.1 loss of minority shareholders 1,391,500,256.00 1,284.349.606.62

(loss is indicated by “-”)

VI. Other comprehensive income, net of tax 74,606,735.39 -177,686,201.25
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(I) Other comprehensive income
attributable to owners of the parent
company, net of tax

-683,072.44

-110,913,013.31

1. Other comprehensive income that cannot
be reclassified into profit or loss

-85,577,350.31

-78,059,481.21

(1) Changes from remeasurement of
defined benefit plans

(2) Other comprehensive income that
cannot be reclassified into profit or loss
under the equity method

2,116,352.61

6,658,847.65

(3) Changes in fair value of investments in
other equity instruments

-87,693,702.91

-84,718,328.85

(4) Changes in fair value of the enterprise's
own credit risks

2. Other comprehensive income that will be
reclassified into profit or loss

84,894,277.87

-32,853,532.10

(1) Other comprehensive income that can
be reclassified into profit or loss under the
equity method

236,421.59

-13,599.80

(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

84,657,856.28

-32,839,932.30

(7) Others

(II) Other comprehensive income
attributable to minority shareholders, net of
tax

75,289,807.82

-66,773,187.94

VII. Total comprehensive income

2,968,702,831.87

2,435,162,837.42

(1) Total comprehensive income attributable
to owners of the parent company

1,501,912,768.04

1,217,586,418.74

(I) Total comprehensive income
attributable to minority shareholders

1,466,790,063.82

1,217,576,418.68

VIII. Earnings per share:

(I) Basic earnings per share (RMB/share)

0.7933

0.6864

(II) Diluted earnings per share (RMB/share)

0.7921

0.6858

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, 2022

Unit: Yuan Currency: RMB

Item

Note

2022

2021

1. Operating revenues

2,373,887,564.78

2,021,173,825.62

Less: Operating costs

1,612,899,011.80

1,356,825,036.11

Operating tax and surcharges

14,203,470.53

12,392,762.31

Selling expenses

645,474,076.69

509,217,536.91

Administrative expenses 195,475,435.39 152,344,869.22
R&D expenses 66,705,404.14 99,273,556.14
Financial expenses -38,112,993.67 -18,244,358.04

In which: Interest expenses 25,257,639.51 4,032,165.84
Interest income 70,313,743.55 22,710,793.68

Add: Other income 23,934,298.39 1,551,111.38

Income from investments (loss is indicated by “-”)

991,369,051.76

1,293,747,303.58

In which: Income from investments in associates and joint

1,326,243.55 -2,005,822.14

ventures

Gains from derecognition of financial assets at
amortized cost
Gains from net exposure hedges (loss is indicated by “-)
Gains from changes in fair values (loss is indicated by “-)
Losses of credit impairment (loss is indicated by “-”) 1,856,898.77 -203,993.20
Impairment loss of assets (loss is indicated by “-”) -154,249.81 -41,007.68

Gains from disposal of assets (loss is indicated by “-”)

II. Operating profit (loss is indicated by “-”)

894,249,159.01

1,204,417,837.05

Add: Non-operating income

232,093.51

75,665.33

Less: Non-operating expenses

1,660,096.56

13,762,938.68

I11. Total profit (loss is indicated by “-)

892,821,155.96

1,190,730,563.70

Less: Income tax expenses

43,089,198.01

-58,066,575.23

I'V. Net profit (loss is indicated by “-”)

849,731,957.95

1,248,797,138.93

(1) Net profit from ongoing operation (loss is indicated by “-”)

849,731,957.95

1,248,797,138.93

(IT) Net profit from discontinuing operation (loss is indicated
by “”)

V. Other comprehensive income, net of tax

-76,289,376.36

-33,565,798.21

(I) Other comprehensive income not to be reclassified into
profit and loss

-76,289,376.36

-33,565,798.21

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
instruments

-76,289,376.36

-33,565,798.21

4. Changes in fair value of the enterprise's own credit risks

(II). 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

VI. Total comprehensive income

VII. Earnings per share:

(1) Basic earnings per share (RMB/share)
(2) Diluted earnings per share (RMB/share)

773,442,581.59 | 1,215,231,340.72

Person-in-charge of the Company’s Person-in-charge of the accounting

Person-in-charge of the Company:
accounting work: Qiu Qingfeng department: Qiu Qingfeng

Zhu Baoguo
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Consolidated Cash Flow Statement
From January to December, 2022

Unit: Yuan Currency: RMB

Item Note | 2022 2021
I. Cash flow from operating activities:
Cash received from sales of goods and rendering of services 18,615,546,255.83 | 16,302,075,867.93
Tax refunds received 247,896,245.67 142,987,224.70
Other cash received related to operating activities V.58 683,645,734.39 545,037,436.64
Subtotal of cash inflow from operating activities 19,547,088,235.89 | 16,990,100,529.27
Cash paid for goods and services 5,728,697,037.48 4,536,979,552.07
Cash paid to and on behalf of employees 2,260,612,483.52 1,950,726,146.40
Payments of all types of taxes 1,668,389,310.43 1,653,421,224.28
Other cash paid related to operating activities V.58 5,911,684,265.17 6,285,884,561.28
Subtotal of cash outflow in operating activities 15,569,383,096.60 | 14,427,011,484.03
Net cash flow from operating activities 3,977,705,139.29 2,563,089,045.24
I1. Cash flow from investing activities:
Cash received from disposal of investment 270,997,751.54 155,208,882.44
Cash received from returns on investments 144,358,825.55 114,833,282.84
Net cash received from disposal of fixed assets, intangible 3,096,825.59 0.404,128.73
assets and other long-term assets
Net cash received from disposal of subsidiaries and other
business units ’ 3,311,220.53
Other cash received related to investing activities V.58 13,563,902.59 113,574,087.21
Subtotal of cash inflow from investing activities 432,017,305.27 396,331,601.75
Cash pald for purchase and construction of fixed assets, 1,147.832.255.23 1,521.419.292.51
intangible assets and other long-term assets
Cash paid for investment 416,183,775.89 786,000,000.00
Net cash paid for acquisition of subsidiaries and other
business units
Other cash paid related to investing activities V.58 1,120,168,462.77 53,070,040.41
Subtotal of cash outflow in investing activities 2,684,184,493.89 2,360,489,332.92
Net cash flow from investing activities -2,252,167,188.62 | -1,964,157,731.17
I11. Cash flow from financing activities:
Cash received from capital contribution 746,673,937.95 609,358,382.32
?n which: Cash r.ec.elyed from investment by minority 45.595.924.92 526.782.825.73
interests of subsidiaries
Cash received from borrowings 5,339,517,086.47 3,534,880,943.19
Other cash received related to financing activities V.58 381,066,270.61 37,852,177.42
Subtotal of cash inflow from financing activities 6,467,257,295.03 4,182,091,502.93
Cash repayments of amounts borrowed 3,718,797,777.63 2,593,581,286.53
giisiléi);j/::jn;ofgismterest expenses and distribution of 1,350,994.668.54 1.271,374383.55
In which: Dividend paid to minority interests of subsidiaries 961,951,199.52 888,900,577.12
Other cash payments related to financing activities V.58 831,342,189.06 1,292,040,186.29
Subtotal of cash outflow in financing activities 5,901,134,635.23 5,156,995,856.37
Net cash flow from financing activities 566,122,659.80 -974,904,353.44
IV. Effect of foreign exchange rate changes on cash 189,286,934.75 -49,290,130.94
V. Net increase in cash and cash equivalents 2,480,947,545.22 -425,263,170.31
Add: Opening balance of cash and cash equivalents 11,697,518,141.18 | 12,122,781,311.49
VI. Closing balance of cash and cash equivalents 14,178,465,686.40 | 11,697,518,141.18

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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Cash Flow Statement of Parent Company

From January to December, 2022

Unit: Yuan Currency: RMB

Item

Note

2022

2021

I. Cash flow from operating activities:

Cash received from sales of goods and
rendering of services

3,146,093,806.02

2,029,373,201.42

Tax refunds

82,831.63

Other cash received related to operating
activities

2,960,613,006.52

606,516,829.33

Subtotal of cash inflow from operating
activities

6,106,789,644.17

2,635,890,030.75

Cash paid for goods and services

1,901,562,593.41

983,814,721.63

Cash paid to and on behalf of employees

246,881,656.93

181,261,857.67

Payments of all types of taxes

103,904,304.93

107,046,894.42

Other cash paid related to operating
activities

3,109,052,257.96

1,062,779,580.04

Subtotal of cash outflow in operating
activities

5,361,400,813.23

2,334,903,053.76

Net cash flow from operating activities

745,388,830.94

300,986,976.99

I1. Cash flow from investing activities:

Cash received from disposal of
investment

270,997,751.54

68,268,656.05

Cash received from returns on
investments

1,276,079,344.80

632,000,814.98

Net cash received from disposal of fixed

assets, intangible assets and other long- 21,000.00 81,400.00
term assets

Net cash received from disposal of

subsidiaries and other business units

Other cash received related to investing 158,470.77 101,013,650.67

activities

Subtotal of cash inflow from investing
activities

1,547,256,567.11

801,364,521.70

Cash paid for purchase and construction
of fixed assets, intangible assets and other
long-term assets

11,869,023.45

8,127,874.33

Cash paid for investment

10,000,000.00

319,037,191.00

Net cash paid for acquisition of
subsidiaries and other business units

Other cash paid related to investing
activities

1,084,392,104.38

50,000,000.00

Subtotal of cash outflow in investing
activities

1,106,261,127.83

377,165,065.33

Net cash flow from investing activities

440,995,439.28

424,199,456.37

III. Cash flow from financing activities:

Cash received from capital contribution

701,078,013.03

82,575,556.59

Cash received from borrowings

1,500,000,000.00

650,000,000.00

Other cash received related to financing
activities

36,583,025.57

Subtotal of cash inflow from financing
activities

2,201,078,013.03

769,158,582.16

Cash repayments of amounts borrowed

854,000,000.00

500,000,000.00
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h ts for int t
Cash payments for interest expenses and 299,984,479.95 292,289,892.43
distribution of dividends or profits
Other cash payments related to financing

o 740,517,545.44 701,265,930.75
activities
Subtotal of cash outflow in financing 1,894,502,025.39 1,493,555,823.18
activities
Net cash flow from financing activities 306,575,987.64 -724,397,241.02
IV. Effect of foreign exchange rate 5.804.971.77 296.539.18
changes on cash
V. N.et increase in cash and cash 1,487.155.286.09 1,085.731.52
equivalents
Adq: Opening balance of cash and cash 1,370.906.734.13 1,369.821,002.61
equivalents
VL .Closmg balance of cash and cash 2.858,062.020.22 1,370.906.734.13
equivalents

Person-in-charge of the Company: Person-in-charge of the Company’s Person-in-charge of the accounting
Zhu Baoguo accounting work: Qiu Qingfeng department: Qiu Qingfeng
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Consolidated Statement of Changes in Owner's Equity

From January to December, 2022

Unit: Yuan Currency: RMB

Item

2022

Owner's equity attributable to the parent company

Paid-up capital

Other equity instruments

Preferred
share

Perpetual
debts

Others

Other

Less: Treasury .
comprehensive

. Special
Capital reserve P Surplus reserve
shares reserve

income

General
risk
provision

Undistributed profits

Subtotal

Minority
shareholder's equity

Total owner's
equity

1. Balance at the
end of previous
year

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

Add: Change of
accounting policies

Correction to errors
of the previous
period

Business
combination
involving
enterprises under
common control

Others

11. Balance in
beginning of year

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

III. Increase and
decrease of the
current year (enter
“-” for decrease)

21,461,466.00

78,335,904.07 124,532,106.79 -683,072.44 93,945,402.42

1,232,999,160.60

1,301,526,753.86

539,089,964.49

1,840,616,718.35

(T) Total
comprehensive
income

-683,072.44

1,502,595,840.48

1,501,912,768.04

1,466,790,063.82

2,968,702,831.87

(II). 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

166




Joincare Pharmaceutical Group

Annual Report 2022

(III). 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
owners (or
shareholders)

-277,557,631.65

-277,557,631.65

-967,251,289.90

-1,244,808,921.55

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

IV. 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

8,456,643,326.82

13,121,820,410.55

8,898,407,287.12

22,020,227,697.67

167




Joincare Pharmaceutical Group

Annual Report 2022

Item

2021

Owner's equity attributable to the parent company

Paid-up capital

Other equity instruments

Preferred
share

Perpetual
debts

Others

Capital reserve

Less: Treasury
shares

Other
comprehensive

income

Special

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

1,952,780,764.00

2,533,288,674.28

253,637,154.50

116,300,559.28

515,941,465.19

6,231,451,582.26

11,096,125,890.51

8,140,772,186.49

19,236,898,077.00

Add: Change of
accounting policies

Correction to errors
of the previous
period

Business
combination
involving
enterprises under
common control

Others

1. Balance in
beginning of year

1,952,780,764.00

2,533,288,674.28

253,637,154.50

116,300,559.28

515,941,465.19

6,231,451,582.26

11,096,125,890.51

8,140,772,186.49

19,236,898,077.00

III. Increase and
decrease of the
current year (enter
“-” for decrease)

-45,052,856.00

-267,931,362.36

-30,992,700.00

-110,913,013.31

124,879,713.89

992,192,583.96

724,167,766.18

218,545,136.13

942,712,902.32

(I). Total
comprehensive
income

-110,913,013.31

1,328,499,432.05

1,217,586,418.74

1,217,576,418.68

2,435,162,837.42

(II). Capital
contribution or
reduction from
shareholders

-45,052,856.00

-570,478,635.27

-30,992,700.00

-584,538,791.27

-21,931,055.41

-606,469,846.68

1. Capital
contribution from
shareholders

10,082,440.00

72,493,116.59

699,900,526.87

-617,324,970.28

437,967,405.33

-179,357,564.95

2. Capitals invested
by other equity
instrument holders

3. Amount of share-
based payment
included in owner's
equity

1,793,479.01

1,793,479.01

1,793,479.01

4. Others

-55,135,296.00

-644,765,230.87

-730,893,226.87

30,992,700.00

-459,898,460.74

-428,905,760.74

(111). Profit
distribution

124,879,713.89

-413,555,101.94

-288,675,388.05

-887,433,971.08

-1,176,109,359.13

1. Accrual of
surplus reserve

124,879,713.89

-124,879,713.89
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2. Accrual of
general risk
provision

3. Amount
distributed to
owners (or
shareholders)

-288,675,388.05

-288,675,388.05

-887,433,971.08

-1,176,109,359.13

4. Others

(IV) . Internal
carrying forward of
owner's equity

77,248,253.85

77,248,253.85

94,678,535.62

171,926,789.47

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

77,248,253.85

77,248,253.85

94,678,535.62

171,926,789.47

6. Others

(V) . Special
reserve

1. Accrual of the
current year

2. Amount utilized
in the current
period

(VI) . Others

302,547,272.91

302,547,272.91

-184,344,791.68

118,202,481.23

IV. Balance at end
of year

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

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, 2022

Unit: Yuan Currency: RMB

2022

Item . . Other equity instruments . Less: Treasury Other . Special Undistributed Total owner's
Paid-up capital Preferre | Perpetual Capital reserve comprehensive Surplus reserve .
Others shares h reserve profits equity
d 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
Correction to errors of the previous period
Others
1I. Balance in beginning of year 1,907,727,908.00 1,605,482,128.64 222,644,454.50 77,015,953.080 552,219,230.70 1,400,174,178.18 | 5,319,974,944.10

III. Increase and decrease of the current year

T 21,461,466.00 72,032,379.32 124,532,106.79 | -76.289,376.362 93,045,402.42 567,950,990.10 | 555,468,754.69
(). Total comprehensive income 76.289,376.362 §49,731,057.95 | 773.442,581.59
(I) Capital contribution or reduction from 21,461,466.00 72,932,379.32 124,532,106.79 -30,138,261.47

shareholders

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

(III). 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

IV. 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

1,968,125,168.28

5,875,443,698.79
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2021
Item . . Other equity instruments . Less: Treasury Other . Special Undistributed , .
Paid-up capital Preferred Perpetual Capital reserve comprehensive Surplus reserve Total owner's equity
Others shares . reserve profits
share debts income

1. Balance at the end of previous year

1,952,780,764.00

2.169,622,381.22

253,637,154.50

110,581,751.29

427,339,516.81

564,932,141.19

4.971,619,400.01

Add: Change of accounting policies

Correction to errors of the previous period

Others

11. Opening balance of the current year

1,952,780,764.00

2,169,622,381.22

253,637,154.50

110,581,751.29

427,339,516.81

564,932,141.19

4,971,619,400.01

III. Increase and decrease of the current year
(enter “-” for decrease)

-45,052,856.00

-564,140,252.58

-30,992,700.00

-33,565,798.21

124,879,713.89

835,242,036.99

348,355,544.09

(I). Total comprehensive income

-33,565,798.21

1,248,797,138.93

1,215,231,340.72

(II). Capital contribution or reduction from
shareholders

-45,052,856.00

-570,478,635.27

-30,992,700.00

-584,538,791.27

1. Capital contribution from shareholders 10,082,440.00 72,493,116.59 699,900,526.87 -617,324,970.28
2. Capitals invested by other equity instrument

holders

3. Amf)unt qf share-based payment included in 1,793.479.01 1,793.479.01
owner's equity

4. Others -55,135,296.00 -644,765,230.87 -730,893,226.87 30,992,700.00

(III). Profit distribution

124,879,713.89

-413,555,101.94

-288,675,388.05

1. Accrual of surplus reserve

124,879,713.89

-124,879,713.89

2. Amount distributed to owners (or
shareholders)

-288,675,388.05

-288,675,388.05

3. Others

(IV) . Internal carrying forward of owner's
equity

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

6. Others

(V) Special reserve

1. Accrual of the current year

2. Amount utilized in the current period

(V1) Others

6,338,382.69

6,338,382.69

IV. Balance at end of year

1,907,727,908.00

1,605,482,128.64

222,644,454.50

77,015,053.08

552,219,230.70

1,400,174,178.18

5,319,974,944.10

Person-in-charge of the Company: Zhu Baoguo

Person-in-charge of the Company’s accounting work:
Qiu Qingfeng
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Joincare Pharmaceutical Group Industry Co., Ltd
Notes to the financial statements

(All amounts in RMB Yuan unless otherwise stated )

I. Company Profile
1. Company Overview

The Company is formerly known as Shenzhen Aimier Food Co., Ltd. (RIIZ /KRB MmARAF]), 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 8 June 2001, shares of the Company were listed and
traded on Shanghai Stock Exchange.

As of 31 December 2022, the total share capital of the Company was RMB1,929,189,374 for a total number
of shares of 1,929,189,374 shares. The controlling shareholder of the Company is Shenzhen Baiyeyuan

Investment Co., Ltd. (ZRYINTT B LI 55 F IR A7), and the ultimate controlling party is Zhu Baoguo (%4
TrE).

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.

2. Scope of consolidated financial statements

The information of subsidiaries included in the scope of consolidation for the year ended 31 December 2022
refer to Note VII “Equity in other entities” and the information of the changes in scope of consolidation
during the period refer to Note VI “Changes in scope of consolidation”.

I1. 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 MOF 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 (2014
Revision) issued by the China Securities Regulatory Commission.

The financial statements have been prepared on the going-concern basis.

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.

I11. Significant Accounting Policies and Accounting Estimates

172



Joincare Pharmaceutical Group Annual Report 2022

The Company determines the depreciation of fixed assets, amortisation of intangible assets, 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 I11.16, Note 111.20, Note I11.21 and Note
I11.28.

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 2022, 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 2022.

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. 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
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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 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 sharcholder's equity shall be transferred to
investment profit or loss for current period on the acquisition date, except for the other comprehensive income
incurred due to the changes arising from remeasuring net assets or net liabilities of defined benefit plan
attributable to the acquiree.

(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.

6. Preparation of consolidated financial statements
(1) Scope of consolidation

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. Subsidiaries are the entities controlled by the Company
(including enterprises, a dividable part of investees and structured entities).

(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
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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 in relation to the original subsidiary's equity investment are transferred to profit
or loss for the current period when control ceases, except for those arising from re-measuring net assets or
net liabilities of defined benefit plan by the investee.

(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:
(O Such transactions are entered into simultaneously or upon the consideration of the mutual impacts;
@ 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

175



Joincare Pharmaceutical Group Annual Report 2022

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.

@ In 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.

7. 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

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.

8. 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
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risk of change in value.
9. 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.

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.

10. 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
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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 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:

The Company's business model for managing the financial assets is to collect contractual cash flow;

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

The Company's business model for managing the financial assets is both to collect contractual cash
flows and to sell the financial assets;

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
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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 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.

Financial assets are measured at fair value on initial recognition. The relevant transaction cost of financial
assets at fair value through profit or loss is directly recognised in profit or loss for the current period, and that
of other types of financial assets is included in the initially recognised amount. Trade receivables or notes
receivable arising from sales of goods or rendering services, without significant financing component, are
initially recognised based on the transaction price expected to be entitled by the Company.

(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.
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Distinction between financial liabilities and equity instruments
The financial liability is the liability that meets one of following criteria:
(D 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.

@ 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
II.11.

(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;
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B. Receivables and debt 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;

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 notes receivable, trade receivables and contract assets, regardless whether it has significant 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 one individual financial asset cannot be estimated at a reasonable cost, the
Company classifies notes receivable and trade receivables 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
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Bills receivable portfolio 1: Bank acceptance bills

Bills receivable portfolio 2: Commercial acceptance bills
B. Accounts receivables

Accounts receivables portfolio 1: Amount due from domestic customers

Accounts receivables portfolio 2: Amount due from overseas customers

Accounts receivables portfolio 3: Receivables of consolidated companies
Contract assets

Contract assets portfolio: Sale of products
For bills receivable 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.

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:

Other receivables portfolio 1: Receivables of export tax refund

Other receivables portfolio 2: Receivables of deposits under guarantee and security deposits and lease
expenses

Other receivables portfolio 3: Other receivables
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.

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
Portfolio of finance lease receivables: other receivables
B. Other long-term receivables

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
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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:

Failure to make payments of principal or interest on debtors' contractually due dates;

An actual or expected significant deterioration in a financial instrument's external or internal credit
rating (if any);

An actual or expected significant deterioration in the operating results of debtors;

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:

Significant financial difficulty of the issuer or debtor;

A breach of contract by debtor, such as a default or delinquency in interest or principal payments;

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;

It is probable that the borrower will enter bankruptcy or other financial reorganization;
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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.

11. 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. 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.
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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.

12. Inventories
(1) Classification of inventories

The Company's inventories include raw materials, packaging materials, finished goods, work-in-progress,
low-value consumables, subcontracting materials, inventory goods, expendable biological assets and goods
in transit.

(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) Method in the determination and the basis of provision for diminution in net realisable value of inventories
On the balance sheet date, the inventories are calculated at the lower of cost and the net realisable value.
When the net realisable value is lower than the cost, the provision for diminution in value of inventories is
made on an item-by-item basis at the excess of the cost of the inventory over its net realisable value. For
large volume inventories with low unit price, the provision for diminution in the value of inventories is made
by categories. Inventories that are related to a product line manufactured and sold in the same region, have
the same or similar end use or purpose, and are difficult to measure separately from other items are
consolidated the provision for diminution in the value of inventories.

(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.
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13. Held for sale and discontinued operations
(1) Category and measurement 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 non-current assets or disposal groups are remeasured at the balance sheet date.
For the amount of impairment loss on assets recognised in disposal groups, the 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;

2 The recoverable amount.
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(2) 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.

(2 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.

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.

14. 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
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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 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
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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 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, stock 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. 13 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 I11. 22 for investment to subsidiaries, associates and joint ventures and the impairment provision
of assets.

15. 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.
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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 III. 22.

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.

16. 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. 22 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 At the 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.
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@ 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.

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.

17. 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.
Construction in progress is transferred to fixed assets when the assets are ready for their intended use.

For provision for impairment of construction in progress, refer to note II1. 22.

In the balance sheet, the ending balance of construction materials is presented under “construction in
progress”.

18. 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;
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@ 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.

19. 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
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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.

20. 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.

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 Expected useful life Amortization method Note
Land use rights 30-50 years Straight-line
Patent and technical know-how 1-10 years Straight-line
Software 2-10 years Straight-line
Trademark rights 5 years Straight-line
Others 10 years Straight-line

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. 22 for the provision of impairment of intangible assets.

21. Research and development expenditures

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
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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 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:

(D  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 External technology transfer fees and the cost of purchasing clinical approvals can be recognised directly

as development expenditures, and subsequent expenditures are accounted for in accordance with (D 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 111.22 for the impairment testing methodology and impairment provision for intangible
assets.

22. Impairment of assets

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

194



Joincare Pharmaceutical Group Annual Report 2022

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.

23. 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.

24. 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 includes defined contribution plans. Defined contribution plans are
post-employment benefit plans under which an enterprise pays fixed contributions into a separate fund and
will have no future obligations to pay the contributions. Defined contribution plans include the basic pension
insurance, unemployment insurance, etc.

The Company shall recognise, in the accounting period in which an employee provides service, the
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contribution payable to a defined contribution plan as a liability, with a corresponding charge to the profit or
loss for the current period or the cost of a relevant asset.

(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.

(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.

25. 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) It is 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.

26. 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.

(O Equity-settled share-based payment
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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.

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.

@ 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.

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
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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.

27. 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.

(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.

28. Revenue

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
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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 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:

(O 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 111.10(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.

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
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to custom declaration upon making declaration for goods and completing the export procedures.
29. 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;

(2 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:

(D Remaining amount of consideration that the Company expects to receive in exchange for the goods or
services to which the asset relates;

@ 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.

30. 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 RMBI1.
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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 recognised as
non-operating income.

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.

31. Deferred tax assets and deferred tax liabilities
(1) Current tax

At the balance sheet date, for the current tax liabilities (or assets) arising from the current period and the
previous period, should be measured by the tax of the estimated payable (returnable) amount which be
calculated according to the regulations of the tax law. The amount of the tax payable which is based by the
calculation of the current tax expenses, are according to the result measured from the corresponding
adjustment of the pre-tax accounting profit of the current period which in accord to the relevant regulations
of the tax law.

(2) Deferred tax assets and deferred tax liabilities

The difference between the carrying amount of an asset or liability and its tax basis, as well as the temporary
differences arising from differences between the carrying amount and tax basis of items that are not
recognised as assets and liabilities but in accordance with the tax law, can be recognised as deferred tax assets
and deferred tax liabilities by adopting the balance sheet liability method.

No deferred tax liability is recognised for a temporary difference arising from the initial recognition of
goodwill the initial recognition of assets or liabilities due to a transaction other than a business combination,
which affects neither accounting profit nor taxable profit (or deductible loss). Besides, no deferred tax assets
well be recognised for the taxable temporary differences related to the investments in subsidiaries, associates
and joint ventures, if the Company can control the time of the reverse of temporary differences as well as the
temporary differences are unlikely to be reversed in the foreseeable future. Except for the above exceptions,
the Company recognises all deferred income tax liabilities arising from other taxable temporary differences.

The deductible temporary differences the initial recognition of assets or liabilities arising from transactions

that are neither a business combination, nor do they affect accounting profits and taxable income (or
deductible losses), will not be recognised as related deferred income tax assets. In addition, as for the taxable
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temporary differences associated with investments in subsidiaries, associates and joint ventures, if the
Company is able to control the timing of the reversal of the temporary differences, and the temporary
differences may not be reversed in the foreseeable future, the related deferred income tax assets will also not
be recognised. Except for the above exceptions, the Company recognises a deferred tax asset arising from
other deductible temporary differences, to the extent that it is probable that taxable income will be available
against which the deductible temporary differences.

The Company recognises a deferred tax asset for the carry-forward of deductible losses and tax credits to
subsequent periods, to the extent that it is probable that future taxable profits will be available against which
deductible losses and tax credits can be utilised.

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 realised or the liability is settled in accordance with the
provisions of the tax law.

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 utilised, 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.

(3) Tax expenses
The tax expenses comprise current tax and deferred tax.

The rest current tax and deferred tax expenses or revenue should be included into current gains and losses
expect for the current tax and the deferred tax related to the transaction and events that be confirmed as other
comprehensive income or be directly included in the shareholders’ equity which should be included in other
comprehensive income or shareholders’ equity as well as the book value for adjusting the goodwill of the
deferred income tax occurs from the business combination.

(4) Offset of tax

The current tax assets and liabilities of the Company should be listed by the written-off net amount which
intend to execute the net amount settlement as well as the assets acquiring and liabilities liquidation at the
same time while owns the legal rights of settling the net amount.

The deferred tax assets and liabilities of the Company should be listed as written-off net amount when having
the legal rights of settling the current tax assets and liabilities by net amount and the deferred tax and liabilities
is relevant to the tax which be collected from the same taxpaying bodies by the same tax collection and
administration department or is relevant to the different taxpaying bodies but during each period which there
is significant reverse of the deferred income assets and liabilities in the future and among which the involved
taxpaying bodies intend to settle the current income tax and liabilities by net amount or are at the same time
acquire the asset as well as liquidate the liabilities.

32. 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.
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For the accounting policies on the right-of-use assets, please refer to Note III. 33.

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.

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

For the Leases of low-value assets, the Company chooses to adopt the above simplified treatment method in
accordance with the specific conditions of each lease.

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.

(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 included in the lease
receivables, shall be included in the profit and loss for the current period when they actually occur.
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33. 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.
22.

34. 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.

35. Restricted shares

If the Company grants the restricted shares to incentive participants under the Share Options Incentive
Scheme, the incentive participants subscribe for the shares first. If the unlocking conditions stipulated in the
Share Options Incentive Scheme cannot be fulfilled subsequently, the Company repurchases the shares at the
predetermined price. If the registration and other capital increase procedures for the restricted shares issued
to employees are completed in accordance with relevant regulations, the Company recognises share capital
and capital reserve (or capital premium) based on the subscription money received from the employees on
the grant date; and recognises treasury shares and other payables for repurchase obligation.

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:
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(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)

The Company determines at the balance sheet date whether there are signs of possible impairment of non-
current assets other than financial assets. For intangible assets that have not yet reached usable condition, in
addition to the annual impairment test, when there are signs of impairment, the impairment test is also carried
out. Other non-current assets, other than financial assets, are tested for impairment when there are indications
that their carrying amount is not recoverable. An impairment occurs when the carrying amount of an asset or
group of assets is higher than the recoverable amount, which is the present value of the fair value net of
disposal costs and projected future cash flows. The net amount of fair value less disposal costs, is determined
by referencing to the agreed sale price or observable market value of a similar asset in an arm's length
transaction, less incremental costs directly attributable to the disposal of that asset. When projecting the
present value of future cash flows, management must estimate the projected future cash flows of the asset or
group of assets and select 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
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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 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 and correction to accounting errors
(1) Changes in significant accounting policies
(D Interpretation No. 15 of Accounting Standards for Business Enterprises

The Ministry of Finance issued the Interpretation No. 15 of Accounting Standards for Business Enterprises
(Cai Kuai [2021] No. 35, hereinafter referred to as “Interpretation No. 15”) in December 2021.

Interpretation No. 15 stipulates that when the Company sells the products or by-products produced before
the fixed assets reach the status of intended use or during the research and development process (hereinafter
collectively referred to as “revenue in trial operation”), in accordance with the “Accounting Standards for
Business Enterprises No. 14 - Revenue", "Accounting Standards for Business Enterprises No. 1 - Inventories"
and other regulations, the revenue and costs relevant to the trial operation shall be accounted for separately
and included in the profit or loss for the current period, rather than the net amount of sale revenue after
offsetting relevant costs of the trial operation sales write-off against the cost of fixed assets or research and
development expenditures. When the relevant products or by-products produced by the trial operation are
sold externally, those that meet the requirements of the "Accounting Standards for Business Enterprises No.
1 - Inventory" should be recognized as inventories, and those that meet the relevant asset recognition
conditions in other relevant Accounting Standards for Business Enterprises should be recognized as related
assets.

The Company implemented Interpretation No. 15 “Accounting treatment for the sale of products or by-
products produced by the enterprise before the fixed assets reach the intended usable state or during the
research and development process” from 1 January 2022.

Interpretation No. 15 stipulates that in onerous contracts, "costs that will inevitably occur in performing
contractual obligations" should reflect the minimum net cost of exiting the contract, i.e. the lower of the cost
of performing the contract and the compensation or penalty for failure to perform the contract. The cost for
the Company to perform the contract includes the incremental cost of performing the contract and the
apportioned amount of other costs directly related to the performance of the contract, of which the
incremental cost of fulfilling the contract includes direct labor, direct materials, etc.; the apportioned amount
of other costs directly related to the performance of the contract includes the apportioned amount of the
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depreciation expense of the fixed assets used to perform the contract.
The Company implemented Interpretation No. 15 “Judgment on Onerous Contracts” from 1 January 2022.

The adoption of Interpretation No. 15 did not have any significant impact on the financial position and
operating results of the Company.

@ 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 financial instruments such as perpetual bonds classified as equity
instruments, the Company shall recognize the income tax impact related to dividends when confirming
dividends payable. For the distributed profit comes from the transaction or event that generated profit or loss
in the past, the income tax effect of the dividend should be included in the profit or loss for the current period;
For the profit distributed from the transactions or event previously recognized in the owner’s equity, the
income tax effect of the dividend should be included in the owner’s equity item.

Interpretation No. 16 stipulates that if the Company modifies the terms and conditions of a cash-settled share-
based payment agreement to make it an equity-settled share-based payment, on the date of modification, the
Company shall measure the equity-settled share-based payment according to the fair value of the equity
instrument granted on the day, include the services obtained in the capital reserve, and at the same time
derecognize the liabilities of the cash-settled share-based payment recognized on the date of modification,
the difference between the two is included in the profit or loss for the current period. If the vesting period is
extended or shortened due to the revision, the Company shall perform the above accounting treatment
according to the revised vesting period (without considering the relevant accounting treatment provisions of
adverse revisions).

The adoption of Interpretation No. 16 did not have any significant impact on the financial position and
operating results of the Company.

(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 Taxable revenue 3,6,13
Urban maintenance and construction tax Turnover tax paid 1,57
Education surcharge Turnover tax paid 3
Local education surcharge Turnover tax paid Note 1
Enterprise income tax 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:
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Entity

Income tax rate %

Hong Kong Health Pharmaceutical Industry Company Limited (7 #8525\ A FR A
#]), Livzon Pharmaceutical Biotechnology Co., Ltd. ([ %k 25 4= MR A TR 2 ),
Lian (Hong Kong) Co., Ltd. (W% & #54 fR 2 7]), Livzon Biologics Hong Kong
Limited (WNERAEFHL B HEA IR A W)

Companhia de Macau Carason Limitada (W[ 15% %5 A R A ), Li Zhu (Macau)
Limitada (FHERGERTT) ARAA)

The Company and Shenzhen Taitai Pharmaceutical Industry Co., Ltd. (ZRYIIA K 25k
45 FR 22 71), Shenzhen Haibin Pharmaceutical Co., Ltd. (RYI AT 51 2545 BRA 7)),
Xinxiang Haibin Pharmaceutical Co., Ltd. (¥ £ =22\ H R /A 7)), Jiaozuo
Joincare Bio Technological Co., Ltd. (FE{E{@ oA i & A FR 2 7)), Shanghai
Frontier Health Pharmaceutical Technology Co., Ltd. (¥ /7 T fEE 2GR A IR
A7), Guangzhou Joincare Respiratory Medicine Engineering Technology Co., Ltd.
(P RE TG 259 T A2 B ARG IR A 7)), Joincare Haibin Pharmaceutical Co., Ltd.
(i B e g 25k A BR 22 ] );Livzon Group and subsidiaries of Livzon Group, Livzon
Group Limin Pharmaceutical Manufacturing Factory (FFEREE B1F] K 245) ) . Livzon
Group Livzon Pharmaceutical Manufacturing Factory (FNEREE BTN ERHIZ5) ) .
Zhuhai FTZ Livzon Hecheng Pharmaceutical Manufacturing Co., Ltd. (ER#RF X 70
kA A 254 BR 22 7)), Shanghai Livzon Pharmaceutical Manufacturing Co., Ltd. (_&
HEINER 254 BR A &), Livzon Group Xinbeijiang Pharmaceutical Manufacturing
Inc. (NAEREEBIHJLILHIZ 40 FR A 7). Sichuan Guangda Pharmaceutical
Manufacturing Co., Ltd. (VU )16 K#| %4 [ A F]), Zhuhai Livzon Diagnostics Inc.
RN BRAR 57 407 R A ), Livzon Group Fuzhou Fuxing Pharmaceutical Co.,
Ltd. (0BREE B14E M 48 24 B2 254 BR /A 7)), Shanghai Livzon Biotechnology Co., Ltd.
(BN BR A=Y R FR A 7)), Livzon Group (Ningxia) Pharmaceutical
Manufacturing Co., Ltd. (T¥RER(TE) HIZ4H R A ), Livzon MABPharm Inc.
GRIET IR R AE R A ), Zhuhai Lihe Medical Diagnostic Products
Co., Ltd. (BRHERE AR EE ST 2 W7 55 B A &), Zhuhai Livzon Chinese Medicine
Modern Technology Co., Ltd. (¥ i 0N &k 2 AR A TR A 7))

Livzon MAB Pharm (US) Inc. (WWERSHUAEYHRCEE) HRAF)

LIVZON BIOLOGICS (MALAYSIA) SDN. BHD.

Health Investment Holdings Ltd, Joincare Pharmaceutical Group

Industry Co.,Ltd., Livzon International Ventures, Livzon International Ventures I,
Livzon International Ventures II

Other subsidiaries

16.5

0 or 12 (Tax rate is 12%
where the taxable income is
MOP600,000 or more; for
those with taxable income
less than MOP600,000, they
are exempted from income
taxes.)

15

21

17 or 24 (registered capital of
less than MYR 2.5 million,
the tax rate is 17% on the
first profit less than MYR
600,000; the registered
capital exceeds MYR 2.5
million or the profit exceeds
MYR 600,000, the tax rate is
24%)

0 (Notel)

25

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,
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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 enjoys the preferential income tax policy for high-tech enterprises for the 3 years from 2022;
The Company's subsidiaries, Shenzhen Taitai Pharmaceutical Co., Ltd. ((RYII K K Z5 LA FR A ), Shenzhen
Haibin Pharmaceutical Co., Ltd (RYI TS 254 R A 7]), Xinxiang Haibin Pharmaceutical Co., Ltd. GH
ZiFEZ)A PR 7)) and Shanghai Frontier Health Medicine Technology Co., Ltd. (i /7 1@ B 24
B BR 22 7]) are entitled to enjoy preferential income tax policies applicable to high and new technology
enterprises for 3 years with effective from 2020. Joincare Haibin Pharmaceutical Co., Ltd. (f& 5 CifFiE %)
MVA FR 22 7)) entitled to enjoy preferential income tax policies applicable to high and new technology
enterprises for 3 years with effective from 2020. Jiaozuo Joincare Bio Technological Co., Ltd. (FE{E{#EE T
HEWni A R A &), Guangzhou Joincare Respiratory Drug Engineering Technology Co., Ltd. ()7 M fi B
TR 259 TREH AR BR A 7)) have re-applied for high-tech enterprise certification in this period. Livzon
Group and its subsidiaries— Livzon Group Limin Pharmaceutical Manufacturing Factory (FF ¥k 715 [
|25 ), Livzon Group Livzon Pharmaceutical Factory (NN k#E NN £k %) ), Zhuhai FTZ Livzon
Hecheng Pharmaceutical Manufacturing Co., Ltd. (RIEEIRFL X N ER & il 2545 FR /A /), Shanghai Livzon
Pharmaceutical Manufacturing Co., Ltd. ( ¥ W¥ 2kl 25 5 FR 2~ 7)), Livzon Group Fuzhou Fuxing
Pharmaceutical Co., Ltd. (T 2k % 4@ I 4 M X 2545 fR 4 7] ) and Sichuan Guangda Pharmaceutical
Manufacturing Co., Ltd. (VU)I[J% K254 FR A 7)) are entitled to enjoy preferential income tax policies
applicable to high and new technology enterprises for 3 years with effective from 2020. Livzon Group
Xinbeijiang Pharmaceutical Manufacturing Inc. ([N 2k £E %7 L VT 25 1 40 45 PR A &), Zhuhai Livzon
Diagnostics Inc. (ERHEEINERAFIIEAD AR A7) and Livzon MABPharm Inc. (BRI NN R P EDF AR
H B 2~ 7)) have re-applied for high-tech enterprise certification in this period, and has been announced to be
identified as a high-tech enterprise. Shanghai Livzon Biotechnology Co., Ltd. (_ L#FREERAEV R A R A
) are entitled to preferential income tax policies applicable to high and new technology enterprises for 3
years with effective from 2021. Livzon Group (Ningxia) Pharmaceutical Manufacturing Co., Ltd. (FIEk%E
H(7 &) #ZH A F) was approved to enjoy the enterprise taxation preference of the Encouraged
Industries in Western China. 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 Republic of
China, the business of planting Chinese herbal medicines engaged by the subsidiaries of the Livzon, Datong
Livzon Qiyuan Medicine Co., Ltd. (K [FIHNER VR 25446 PR A 7)) and Longxi Livzon Shenyuan Medicine
Co., Ltd. (FETHINER SR 2541 PR/~ 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 Grou’s
subsidiaries, Zhuhai Lihe Medical Diagnostic Products Co., Ltd. (BR#EFNARE S ZWir= A BR A ) and
Zhuhai Livzon Chinese Medicine Modern Technology Co., Ltd. (Ekif i N 2k AL B A PR 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 2.5%; the portion over RMB1 million but not exceeding RMB3 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
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Item 2022.12.31 2021.12.31
Cash on hand 231,883.95 225,179.98
Cash at bank 14,792,867,005.08 11,554,754,721.43
Other monetary funds 15,389,221.93 174,250,489.57
Total 14,808,488,110.96 11,729,230,390.98
Including: Total amount of money deposited 1,491,900,539.35 1,309,853,620.27

abroad

(D Other monetary funds are mainly deposits for investments, deposits under guarantee of letter of guarantee,
issuing letters of credit and foreign exchange forward contracts, etc.

2 Restricted funds relating to issuing letters of credit, bank acceptance bills and foreign exchange forward
contracts, etc. 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 2022.12.31 2021.12.31
Deposits for letter of credit 444,032.37 1,788,607.74
Deposits for bank acceptance bills 947,255.39 6,004,457.37
Deposits for other business 1,120.00 3,949,531.92
Total 1,392,407.76 11,742,597.03
2. Financial assets held for trading
(1) Classification
Item 2022.12.31 2021.12.31
Financial assets held for trading 109,015,664.98 184,638,344.31
Including: Debt instruments investment 934,289.94 940,162.94
Equity instruments investment 102,648,863.47 176,321,853.05
Derivative financial assets 5,432,511.57 7,376,328.32
Total 109,015,664.98 184,638,344.31

(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.

(2 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
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2022.12.31 2021.12.31
Category Provision Provision
Book balance for bad Carrying amount Book balance for bad Carrying amount
debts debts
Bank
acceptance 1,959,985,016.85 0.00 1,959,985,016.85 1,977,767,022.02  481,000.00 1,977,286,022.02
bills

(1) Notes receivable pledged at year end

Category

Amount pledged at year end

Bank acceptance bills

469,659,266.19

As at 31 December 2022, bank acceptance bills with carrying amount of RMB469,659,266.19 (31 December

2021: RMB870,153,979.75) 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 at

Amount not derecognized at year

Category year end end
Bank acceptance bills not yet mature but
already endorsed 542,620,475.62 0.00
Bank acceptance bills not yet mature but
already discounted 422,899,944.56 0.00
Total 965,520,420.18 0.00

In the current period, the Company discounted bank acceptance bills of RMB1,089,259,970 (previous year:
RMB76,908,320). 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 RMB6,363,470 (previous year: RMB506,780).

(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

2022.12.31 2021.12.31
Category Book balance Provision for bad debts Book balance Provision for bad debts
Rati Expected Carrying value Expected Carrying value
Amount (g/tl)o Amount credit loss Amount Ratio (%) Amount  credit loss
o rate (%) rate (%)

Provision
for bad
debts on 0.00 0.00 0.00 0.00 0.00 481,000.00 0.02 481,000.00 100.00 0.00
individual
item
Including:
Bank
acceptance 0.00 0.00 0.00 0.00 0.00 481,000.00 0.02 481,000.00 100.00 0.00
bills
Provision
for bad
debts on 1,959,985,016.85  100.00 0.00 0.00 1,959,985,016.85 1,977,286,022.02 99.98 0.00 0.00 1,977,286,022.02
portfolio
basis
Including:
Bank
acceptance 1,959,985,016.85  100.00 0.00 0.00 1,959,985,016.85  1,977,286,022.02 99.98 0.00 0.00 1,977,286,022.02
bills

Total 1,959,985,016.85  100.00 0.00 0.00 1,959,985,016.85 1,977,767,022.02 100.00 481,000.00 0.02 1,977,286,022.02

(5) Provision for bad debts on individual item:
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2022.12.31 2021.12.31
Name Book Pfrovision Exp_ected Reason of Book Provision Expgzcted Reason of
balance or bad credit loss provision balance for bad credit loss provision
debts rate (%) debts rate (%)
Henan
f;l‘l”h(’“m“g. 0.00 0.00 0.00 431,000.00  431,000.00 100.00 Expected to be
armaceutical uncollectible
Co., Ltd.
Other customers 0.00 0.00 0.00 50,000.00  50,000.00 10000  EXpectedtobe
uncollectible
Total 0.00 0.00 0.00 481,000.00  481,000.00 100.00
(6) Accrual, recovery or reversal of bad debt provision during the year
Item Amount of provision for bad debts
Beginning balance 481,000.00
Provision for the year 0.00
Recovered or reversal in the 0.00
year
Write-off in the year 481,000.00
Closing balance 0.00
(7) Actual write-off of notes receivable during the year
Item Written-off amount
Actual write-off of notes receivable 481,000.00
4. Accounts receivable
(1) Disclosure by ageing
Ageing 2022.12.31 2021.12.31
Within one year 3,120,189,972.55 2,872,710,981.81
1 to 2 years (inclusive of 2 years) 23,444,432.08 18,541,236.06
2 to 3 years (inclusive of 3 years) 3,734,160.84 12,869,985.75
3 to 4 years (inclusive of 4 years) 12,774,996.94 7,835,031.26
4 to 5 years (inclusive of 5 years) 2,294,804.48 1,332,259.38

Over 5 years

13,796,669.97

12,807,886.92

Subtotal

Less: Provision for bad debts

3,176,235,036.86
72,476,186.71

2,926,097,381.18
72,441,829.64

Total

3,103,758,850.15

2,853,655,551.54

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

2022.12.31 2021.12.31
Book balance Provision for bad debts Book balance Provision for bad debts
Category
. Expectec Carrying value . Expgcted Carrying value
Ratio ; Ratio credit
Amount Amount credit los Amount Amount
(%) (%) loss rate
rate (%)
(%)
Provisionfor 1 45450967 033 6,257,01447 5086  4,19668520 970985402 033 5513,16882 5678  4,196,685.20

bad debts on
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individual
item

Including:

Receivables
from domestic
customers

Receivables
from overseas
customers
Provision for
bad debts on
portfolio basis

10,454,599.67 0.33 6,257,914.47 59.86 4,196,685.20 9,709,854.02 0.33 5,513,168.82

0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

3,165,780,437.19 99.67 66,218,272.24 2.09 3,099,562,164.95 2,916,387,527.16 99.67 66,928,660.82

Including:

Receivables
from domestic
customers

Receivables
from overseas
customers

2,659,276,844.47 83.72 60,180,304.43 2.26 2,599,096,540.04 2,333,938,533.50 79.76 58,705,544.56

506,503,592.72 15.95 6,037,967.81 1.19  500,465,624.91 582,448,993.66 19.91 8,223,116.26

56.78 4,196,685.20

0.00 0.00

2.29 2,849,458,866.34

2.52 2,275,232,988.94

1.41 574,225,877.40

Total 3,176,235,036.86 100.00 72,476,186.71 2.28 3,103,758,850.15 2,926,097,381.18 100.00 72,441,829.64

2.48 2,853,655,551.54

Provision for bad debts on individual item:

Closing balance

Name Provision for

bad debts

Expected credit

Book balance loss rate (%)

Reason of provision

Purchase of goods 10,454,599.67 6,257,914.47 59.86

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

2022.12.31 2021.12.31
Ageing Accounts Provision for c?éz?tcrggs Accounts Provision for Expected credit
receivable bad debts receivable bad debts loss rate (%)
rate (%)

Within one year 2,618,111,979.83 35,631,686.09 1.36 2,290,261,988.15 32,953,674.70 1.44

1 to 2 years (inclusive 18,418,832.08 3,486,917.81 18.93 18,541,236.06 2,450,973.15 13.22
of 2 years)

2 o 3 years (inclusive 3,589,415.19 2,144,629.72 59.75 4,476,615.34 2,960,042.15 66.12
of 3 years)

3 to 4 years (inclusive 4,381,626.53 4,171,620.14 95.21 7,550,258.06 7,277,583.42 96.39
of 4 years)

4to 5 years (inclusive 1,667,403.89 1,637,863.72 98.23 1,271,992.78 1,226,828.03 96.45
of 5 years)

Over 5 years 13,107,586.95 13,107,586.95 100.00 11,836,443.11 11,836,443.11 100.00

Total 2,659,276,844.47 60,180,304.43 2.26 2,333,938,533.50 58,705,544.56 252

Provision for bad debts on portfolio basis: Receivables from overseas customers
2022.12.31 2021.12.31
Ageing Accounts Provision for  Expected credit Accounts Provision for bad 522?5}2?8
receivable bad debts loss rate (%) receivable debts
rate (%)
Within one year 506,503,592.72  6,037,967.81 1.19 582,448,993.66 8,223,116.26 141
Total 506,503,592.72  6,037,967.81 1.19 582,448,993.66 8,223,116.26 1.41
(3) Accrual, recovery or reversal of bad debt provision during the year
Item Amount of provision for bad debts
Beginning balance 72,441,829.64
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Provision for the year 2,978,050.82
Recovered or reversal in the year 0.00
Write-off in the year 2,971,670.00
Others 27,976.25

Closing balance 72,476,186.71

At 31 December 2022 and 31 December 2021, the Company had no overdue but not impaired accounts
receivable.

(4) Accounts receivable written-off during the year

ltem Written-off amount

Actual written-off of accounts receivable 2,971,670.00

(5) Accounts receivable due from the top five debtors

As of 31 December 2022, the total amount of the top five debtors in closing balance is RMB380,564,636.45,
accounting for 11.98% of the total amount of closing balance of accounts receivable, and the corresponding
closing balance of provision for bad debts is total RMB3,048,053.17.

(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

2022.12.31 2021.12.31
Ageing
Amount Ratio % Amount Ratio %
Within one year 343,457,382.98 94.29 354,340,559.20 95.97
1to 2 years 16,867,695.41 4.63 8,031,100.50 217
2 to 3 years 948,519.54 0.26 6,323,201.42 171
Over 3 years 2,991,544.64 0.82 537,685.17 0.15
Total 364,265,142.57 100.00 369,232,546.29 100.00

(2) Prepayments due from the top five debtors:

As of 31 December 2022, the total amount of the top five prepayments in closing balance is

RMB127,433,641.24, accounting for 34.98% of the total amount of closing balance of prepayments.

6. Other receivables

Item 2021.12.31
Interest receivable 0.00 365,873.64
Other receivables 52,535,740.14 87,687,951.48
Total 52,535,740.14 88,053,825.12

(1) Other receivables

@ by ageing
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Ageing 2022.12.31 2021.12.31
Within one year 46,704,835.62 53,953,012.32
1to 2 years 6,086,106.11 33,803,432.35
2 to 3 years 2,206,852.09 1,821,553.83
3 to 4 years 1,821,553.83 2,532,015.23
4 to 5 years 1,816,535.04 807,025.60
Over 5 years 32,171,819.98 50,248,098.81
Subtotal 90,807,702.67 143,165,138.14
Less: Provision for bad debts 38,271,962.53 55,477,186.66
Total 52,535,740.14 87,687,951.48
@ Disclosure by nature
2022.12.31 2021.12.31
Item Provision for Carrying Provision for Carrying
Book balance bad debts amount Book balance bad debts amount
Security
deposits, 12,668,692.36  3,613,600.49  9,055001.87  11,003281.04  2,897,27269  8,106,008.35
deposits and
rental fees
Reserved Und o5 494 468.60  2,952,756.24 2254171238 17,87024540  2,259,34633  15,610,899.07
and advances e e T
Eaelfrt]izspa”y 1,097,855.07 477,066.07 620,789.00  20,328,583.96 19,068,538.71  1,260,045.25
External
entities 13,226,352.58  11,966,700.69 1,259,651.89 22,417,100.76  11,924,828.60  10,492,272.16
balances
:f;‘orﬁz”“d o 16,539,609.68 200,344.77  16,249,264.91  17,708,111.60 198,927.69  17,509,183.91
Treasury
S:C”udrsit;”d 17,968,386.04  17,968,386.04 0.00  17,968,386.04  17,968,386.04 0.00
deposits
Capital 0.00 0.00 0.00  24,078,925.22 0.00  24,078,925.22
reduction
Amounts of
exercised 0.00 0.00 0.00 8,463,240.98 0.00 8,463,240.98
options
Others 3,812,338.32 1,003,108.23 2,809,230.09 3,327,263.14 1,159,886.60 2,167,376.54
Total 90,807,702.67  38,271,962.53  52,535,740.14  143,165,138.14  55,477,186.66  87,687,951.48
®Information of provision for bad debts
At 31 December 2022, there is no provision for bad debts on those in first stage.
At year end, provision for bad debts on those in second stage:
Expected credit . .
Category Book balance  loss rate for the Provision for bad Carrying Reason
e debts amount
lifetime(%)
Pro'w'smn fpr bad debts on 0.00 0.00 0.00 0.00 B
individual item
Provision for bad debts on 62,329,598.16 15.71 9,793,858.02  52,535,740.14
portfolio basis
Export tax refund receivable 16,539,609.68 1.76 290,344.77 16,249,264.91
Security deposits, deposits 12,668,692.36 28.52 3,613,600.49 9,055,091.87
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and rental receivable

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
At year end, provision for bad debts on those in third stage:
Expected credit Provision for Carryin
Category Book balance loss rate for the ying Reason
o bad debts amount
lifetime(%)
Provision for bad debts on 28,478,104.51 10000  28,478,104.51 0.00
individual item
Other receivables 28,478,104.51 10000  28,478,104.51 0.00 Notexpected to
be recoverable
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
As of 31 December 2021, information of provision for bad debts:
As of 31 December 2021, Provision for bad debts on those in first stage:
Expected
credit loss rate  Provision for Carrying
Category Book balance in the next 12 bad debts amount Reason
months (%)
Provision for bad debts on 32,542,166.20 0.00 0.00  32,542,166.20
individual item
Amounts of exercised options 8,463,240.98 0.00 000 846324098 EXpectedtobe
recovered
Capital reduction 24,078,925.22 0.00 0.00 24,078,925.22 EXpectedtobe
recovered
Provisipn for. bad debts on 0.00 0.00 0.00 0.00 _
portfolio basis
Total 32,542,166.20 0.00 0.00 32,542,166.20
As of 31 December 2021, Provision for bad debts on those in second stage:
Expected credit . .
Category Book balance  loss rate for the Provision for bad Carrying Reason
e s debts amount
lifetime(%o)
!)I‘O.Vl.SlOH for bad debts on 0.00 0.00 0.00 0.00 _
individual item
Provision for bad debts on 63,594,020.80 13.28 844823552  55,145,785.28
portfolio basis
Export tax refund receivable 17,708,111.60 1.12 198,927.69 17,509,183.91
Security deposits, deposits 11,003,281.04 26.33 2,807,27269  8,106,008.35
and rental receivable
Other receivables 34,882,628.16 15.34 5,352,035.14 29,530,593.02
Total 63,594,020.80 13.28 8,448,235.52 55,145,785.28
As of 31 December 2021, Provision for bad debts on those in third stage:
Expected credit Provision for Carrying
Category Book balance los§ ra'te for the bad debts amount Reason
lifetime(%)
Provision for bad debts on 47,028,951.14 10000  47,028,951.14 0.00
individual item
Other receivables 47,028,951.14 100.00  47,028,951.14 0.00 Notexpected to
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Provision for bad debts on

portfolio basis 0.00 0.00 0.00 0.00 -
Total 47,028,951.14 100.00  47,028,951.14 0.00
@Accrual, recovery or reversal of bad debt provision during the year
First stage Second stage Third stage
Expected credit
Provision for bad debts Expected credit Expected credit loss loss for lifetime Total
loss within next for lifetime (no credit (credit
12 months impairment occurred) impairment has
occurred)
Beginning balance 0.00 8,448,235.52 47,028,951.14 55,477,186.66
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 -42,585.00 42,585.00 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 1,304,163.32 0.00 1,304,163.32
Reversal in the year 0.00 0.00 -158,470.77 -158,470.77
Transfer in the year 0.00 0.00 0.00 0.00
Write-off in the year 0.00 138,045.77 18,434,960.86 18,573,006.63
Other movement 0.00 222,089.95 0.00 222,089.95
Closing balance 0.00 9,793,858.02 28,478,104.51 38,271,962.53

®Actual written-off of other receivables in the year

Item

Written-off amount

Actual written-off of other receivables

18,573,006.63

©®Other receivables due from the top five debtors

Other Proportion to Provision for
Name of entity Nature reé?g\;eilrtl)les Ageing total other bé?ogf:ts
g receivables (%) g
balance balance
Treasury
Hua Xia Securities Co., Ltd. bonds and
(EEAE IR A 7) security 17,968,386.04 Over 5 years 19.79 17,968,386.04
deposits

Tax refund on exports rEe’g;‘t’gt @ 16,539,600.68 W'th'”y‘;gi 1821  290,344.77
Guangzhou Yinhe Sunshine
Biological Products Co,, Ltd L 5,000,000.00 Over 5 551 5,000,000.00
(MR S 0 Dt Ver o years - Dttt
2])
People's Republic of China Securi Withi
Wanchai Customs (14 A 3t dSSEE'.iZ 1,271,801.36 It '”y%r;‘i 1.40 12,718.01
RS SN
Suzhou Sino Promise Import & Securit
Export Co., Ltd. (- thifisk dggg;'i tZ 1,200,000.00 1-2 years 1.32 60,000.00
IR A])

Total 41,979,797.08 46.23 23,331,448.82
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(@ 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

2022.12.31 2021.12.31
Item Provision for Provision for
Book balance decline in value Carrying amount Book balance decline in value Carrying amount
Raw materials 642,893,858.16 37,543,320.41 605,350,537.75 553,234,567.88 16,068,254.74 537,166,313.14
Packaging materials 137,488,629.87 11,191,692.58 126,296,937.29 125,197,237.91 7,099,883.19 118,097,354.72
Goods in process
and Proprietary 649,362,917.78 65,482,989.52 583,879,928.26 538,151,968.97 2,891,675.04 535,260,293.93
semi-finished goods
Low-value
80,473,347.95 495,743.41 79,977,604.54 61,806,078.47 217,760.90 61,588,317.57
consumables
5 t‘gclls(hgesoi‘;"ds and 113836304623  22,354857.60  1,116,009,088.63 834,035538.26  30,182,179.43 803,853,358.83
;‘ﬁ;&rl‘ga"“”g 2,318,531.50 0.00 2,318,531.50 2,251,074.26 0.00 2,251,074.26
Consumptive
biological assets 13,692,837.04 0.00 13,692,837.04 12,342,303.96 0.00 12,342,303.96
Goods in transit 34,344,534.56 0.00 34,344,534.56 8,385,371.27 0.00 8,385,371.27
Total 2,698,938,603.09  137,068,603.52 2,561,869,999.57 2,135,404,140.98 56,459,753.30 2,078,944,387.68

(2) Provision for decline in value of inventories

Increase Decrease
Item 2021.12.31 2022.12.31
Provision Others Re\_/ersal or Others
written-off

Raw materials 16,068,254.74 23,631,216.36 0.00 2,156,150.69 0.00 37,543,320.41
Packaging materials 7,099,883.19 8,764,054.20 0.00 4,672,244.81 0.00 11,191,692.58
Goods in process and
Proprietary semi-finished 2,891,675.04 63,112,373.68 0.00 521,059.20 0.00 65,482,989.52
goods
Low-value consumables 217,760.90 289,387.02 0.00 11,404.51 0.00 495,743.41
;‘(‘)ﬁ?ed goods and stock 30,182,179.43 24,913,820.98 0.00 32,741,142.81 0.00 22,354,857.60

Total 56,459,753.30 120,710,852.24 0.00 40,102,002.02 0.00 137,068,603.52

Provision for decline in value of inventories (Continued)

Reason for reversal or written-off of
Basis in determination of net recoverable provision for decline in value of inventories/
amount/residual value and cost to be incurred Provision for impairment of contract
performance cost

Item

The estimated selling price less the estimated costs of
completion, selling expenses and related taxes
The estimated selling price less the estimated costs of
completion, selling expenses and related taxes
Goods in process and The estimated selling price less the estimated costs of
Proprietary semi-finished goods ~ completion, selling expenses and related taxes

Raw materials Processing, sale of finished goods and discard

Packaging materials Processing, sale of finished goods and discard

Processing of finished goods and discard

Low-value consumables The estimated selling price less the related taxes Used or discard

The estimated selling price less the estimated selling

expenses and related taxes Sale and discard

Finished goods and stock goods

(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
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Item 2022.12.31 2021.12.31
Long-term receivables due within one year 0.00 317,381.23
Fixed deposits due within 1 year 54,048,611.11 0.00
Total 54,048,611.11 317,381.23
9. Other current assets
Item 2022.12.31 2021.12.31
Inpl'l'[ VAT per.ldlng. deduction /Input tax 35,679,462.66 53,179.328.86
pending for verification
Prepaid income tax 17,665,709.39 30,667,849.83
Cash management 92,815,738.44 0.00
Return cost receivable 12,043,428.52 0.00
Others 5,335,561.31 139,035.68
Total 163,539,900.32 83,986,214.37
10. Long-term receivables
(1) Long-term receivables by nature
2022.12.31 2021.12.31
o o Range of
ltem Provision . Provision . discount
Book for bad Carrying Book balance for bad Carrying rate
balance amount amount
debts debts
Financing lease 0.00 0.00 0.00 584,285.36 000 58428536  4.75%
payments
Less: Long-term
receivables due 0.00 0.00 0.00 317,381.23 0.00 317,381.23
within one year
Total 0.00 0.00 0.00 266,904.13 0.00 266,904.13

(2) There was no situation of overdue of long-term receivables in the period.

(3) There was no long-term receivables derecognized due to the transfer of financial assets in the period.

(4) There was no assets or liabilities formed by the continuing involvement of transferred long-term receivables in

the period.
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11. Long-term equity investment

Movement in the year

Closing balance of

Investee 2021.12.31 i Announced isi 2022.12.31 rovision fol
Additions in Decrease in Investment gain or Adjustment in other ~ Changes of other distribution of Provision proviel :
R - loss under equity A h . for Others Impairmen
investment investment comprehensive income equity cash dividend or . ;
method profit impairment
(DSubsidiaries
Zhongshan Renhe Health Products
Co., Ltd. (Fril A=A frpe it A PR 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
A
Guangzhou Hiyeah Industry Co.,
Ltd. (M T B9l IR A &) 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
Subtotal 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. (W%
A TER B A T4 4 A PR A 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
A])
Guangdong Blue Treasure
Pharmaceutical Co. Ltd. (J~ % & 78,029,592.18 0.00 0.00 15,055,174.10 0.00 0.00 0.00 0.00 0.00 93,084,766.28 0.00
FEHIZA IR A A
Shenzhen City Youbao
Technology Co., Ltd. GRYITH A 1,222,398.89 0.00 0.00 274,196.51 0.00 0.00 0.00 0.00 0.00 1,496,595.40 0.00
FERHEARAF)
AbCyte Therapeutics Inc. 15,154,709.96 0.00 0.00 -1,387,449.90 0.00 0.00 0.00 0.00 0.00 13,767,260.06 0.00
L&L Biopharma, Co. Ltd. (_Fifjf
o 14,886,838.46 0.00 0.00 -983,161.97 0.00 0.00 0.00 0.00 0.00 13,903,676.49 0.00
[BLEMBE LRI A IR A )
Zhuhai Sanmed Biotech Inc. (i
. 83,155,557.16 0.00 0.00 -22,889,193.47 527,718.52 497,687.40 0.00 0.00 0.00 61,291,769.61 0.00
ERAEVISWIHARA R A A])
Aetio Biotheraphy, Inc. 16,028,488.48 0.00 0.00 5,826.20 0.00 0.00 0.00 0.00 0.00 16,034,314.68 0.00

Jiangsu Atom Bioscience and

Pharmaceutical Co., Ltd. (VL7 67,908,607.98 30,000,000.00 0.00 -5,105,198.56 0.00 0.00 0.00 0.00 0.00 92,803,409.42 0.00
TCREAREAR A )

Tianjin Tongrentang Group Co.,

Ltd. (e R A B A A PR 751,549,763.92 0.00 0.00 82,286,589.62 4,723,927.54 0.00 111,980,000.00 0.00 0.00 726,580,281.08 0.00
AH])

Infinite Intelligence

Pharmaceutical Co. Ltd. (JL3T 5% 19,937,909.64 0.00 0.00 -1,080,182.56 0.00 0.00 0.00 0.00 0.00 18,857,727.08 0.00
REARHA R AR)

Shenzhen Kangti Biomedical

Technology Co., Ltd. (ZRIIFEMAAE 0.00 6,000,000.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 6,000,000.00 0.00
MIBEZ5 R BR 2 B])(Note 1)

Jiaozuo Jinguan Jiahua Electric

Power Co., Ltd. (£:fF & e 54 284,619,909.01 0.00 0.00 918,586.51 0.00 0.00 0.00 0.00 0.00 285,538,495.52 0.00
1A R AT])
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Movement in the year

Announced

Closing balance of

Investee 20211231 Additions in Decrease in Investment gain or 4 4 iment in other  Changes of other distribution of Provision 20221231 pil;:w:il::lefz:
investment investment loss under equity comprehensive income equity cash dividend or . f_o r Others P
method profit impairment

Ningbo Ningrong Biomedical Co.,
Ltd. (T8 TRVAEMEA AR A 27,464,098.71 0.00 0.00 -284,889.20 0.00 0.00 0.00 0.00 0.00 27,179,209.51 0.00
#])
Feellife Health Inc. GARYIIRAR +
TALPE AT A7) 12,734,373.22 0.00 0.00 2,569,122.52 0.00 0.00 0.00 0.00 0.00 15,303,495.74 0.00
Novastage Pharmaceuticals
(Shenzhen) , Ltd. (¥ 4iE= Z5H R 18,080,883.21 0.00 18,080,883.21 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
() HIRAH)
Jiangsu Baining Yingchuang
Medical Technology Co., Ltd. (V. 28,576,324.02 0.00 0.00 156,057.09 0.00 0.00 0.00 0.00 0.00 28,732,381.11 0.00
7 TRBIEST R R A F)
Shanghai Sheo Pharmaceutical
Technology Co., Ltd. (i1t 0.00 17,000,000.00 0.00 2,309,212.61 0.00 0.00 0.00 0.00 0.00 19,309,212.61 0.00
I 2R A R 22 5] ) (Note 2)

Subtotal 1,420,549,454.84 53,000,000.00 18,080,883.21 71,844,689.50 5,251,646.06 497,687.40 111,980,000.00 0.00 0.00 1,421,082,594.59 1,200,000.00

Total 1,428,837,171.64 53,000,000.00 18,080,883.21 71,844,689.50 5,251,646.06 497,687.40 111,980,000.00 0.00 0.00 1,429,370,311.39 9,487,716.80

Note 1: On 30 September 2022, the Company's subsidiary, Zhuhai Livzon Pharmaceutical Equity Investment Management Co., Ltd. (Fk# 7 HBk B< 25 A5 78 5 2R IR /A7) ("Equity Investment Company") and Shenzhen Kangti
Biomedical Technology Co., Ltd. (RYIFEIAAEYIEE 25 A RAF]) (“Kangti Biomedical”) signed a shareholder agreement. Equity Investment Company invested RMB10 million to hold a 3.1746% shareholding in Kangti

Biomedical (including the first phase of investment of RMB6 million). According to the shareholder agreement and the articles of association, Equity Investment Company appointed a director to Kangti Biomedical. Since Equity

Investment Company is able to exercise significant influence over Kangti Biomedical, the investment in Kangti Biomedical is accounted for as a long-term equity investment.

Note 2: On April 22, 2022, Shanghai Frontier Health Pharmaceutical Technology Co., Ltd. (_F#§ 5 T BE 2515 A BR 24 7)) ("Shanghai Frontier") ,a subsidiary of the Company, acquired 20% of the equity of Shanghai Sheo
Pharmaceutical Technology Co., Ltd. (=¥ G EE Z5FH 4 PR A ) (“Shanghai Sheo”) from the original shareholders for RMB7 million; On October 28, 2022, the Company signed a capital increase agreement with Shanghai Sheo,

investing RMB10 million to hold 10% of the equity of Shanghai Sheo. After the company's investment, the stake of the Shanghai Frontier will be reduced to 17.999%.
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12. Other equity instruments investment

Item 2022.12.31 2021.12.31 C'fe'?‘son for
esignation
China Galaxy Securities Co., Ltd. (- [E#RiT L% .
, 0.00 212,384,666.97 Non-tradin
e 47 B A ) J
Shanghai Yunfeng Xinchuang Equity Investment 9 .
ol —auiy 935,704, 4,040,236.88 ;
Center (i 2 B Q1 AL 2 P ) 67,935,704.36 Non-trading

. o
?Sl]zr]\g;)al JingYi Investment Center (_L £ % 73,616,359.91 66.175,062.50 Non-trading
m iy

H H H S v 24

Qianhai Equity Investment Fund (R B BUE ¥ 243,378.742.17 264.930,500.00 Non-trading
B
Apricot Forest, Inc (75 # #K) 120,788,500.00 137,711,800.01 Non-trading
PANTHEON D ,L.P. 5,954,301.20 3,715,566.69 Non-trading
Zhuhai China Resources Bank Co., Ltd. (¥kifE4E .
ot e ’ 158,400,000.00 164,395,200.00 Non-tradin
AT A7 R 24 ) J
GLOBAL HEALTH SCIENCE 271,980,388.15 235,133,216.46 Non-trading
Nextech V Oncology S.C.S., SICAV-SIF 23,996,121.32 30,667,263.04 Non-trading
Yizun Biopharmaceutics (Shanghai) Co., Ltd. (3} .

. 30,513,209.27 59,999,953.41 Non-tradin
MR (L) AR ) g
ELICIO THERAPEUTICS, INC. 34,823,014.36 31,878,510.16 Non-trading
CARIAMA THER APEUTICS INC. 34,821,295.50 31,876,936.63 Non-trading
Beijing Luzhu Biotechnology Co., Ltd. (AL 4447 .

. 53,654,738.60 41,944,015.67 Non-tradin
ARG R A7) g
Shanghai Keentai Biotechnology Co., Ltd. (_iF .

12,000,000.00 12,000,000.00 Non-tradin
FLB A IR 2R AT IR A ) J
Others 62,096,504.21 22,029,449.00 Non-trading
Total 1,193,958,879.05 1,408,882,377.42
Continued:
Amount
L . transferred from
Dividend income .
R . . Cumulative other Reason of
Item recognised in the Cumulative gain .
loss comprehensive transfer
year . .
income to retained
earnings
China Galaxy Securities Co., Ltd. :
NN ’ 0.00 0.00 0.00 94,089,666.09 Disposal
(e AT 26 4 L 24 ) P
Shanghai Yunfeng Xinchuang
Equity Investment Center ( L#F = 0.00 0.00 0.00 -4,367,599.87 Disposal-
BB OB )
Shanghai JingYi Investment
. O 512,350.35 0.00 0.00 0.00 --
Center (- iF 28 BUEE 22 H0)
Qianhai Equity Investment Fund 13.160.623.21 0.00 0.00 0.00 _
(R AL 35 T 4x) e ' ' '
Apricot Forest, Inc (544 #£) 0.00 0.00 0.00 0.00 -
PANTHEON D ,L.P. 0.00 0.00 0.00 0.00 -
Zhuhai China Resources Bank
Co., Ltd. (BRiEGHEIEEAT A E 0.00 0.00 0.00 0.00 -
PR 7])
GLOBAL HEALTH SCIENCE 3,956,817.66 0.00 0.00 0.00 -
Nextech V Oncology S.C.S., 1,053,846.01 0.00 0.00 0.00 _

SICAV-SIF
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Amount
L . transferred from
Dividend income .
R . . Cumulative other Reason of
Item recognised in the Cumulative gain .
car loss comprehensive transfer
y income to retained
earnings
Yizun Biopharmaceutics
(Shanghai) Co., Ltd. G &A= 0.00 0.00 0.00 0.00 -
Zi( 1) A )
ELICIO THERAPEUTICS, INC. 0.00 0.00 0.00 0.00 -
IC:’\,;AE:RIAMATHER APEUTICS 0.00 0.00 0.00 0.00 }
Beijing Luzhu Biotechnology Co.,
Ltd. (LR AEME AR B 0.00 0.00 0.00 0.00 -
PR ]
Shanghai Keentai Biotechnology
Co., Ltd. (LifgRHERAIEZ 0.00 0.00 0.00 0.00 -
BHA R A )
Others 30,000.00 0.00 0.00 0.00 -
Total 18,713,637.23 0.00 0.00 89,722,066.22 -
13. Investment properties
Item Hou_sm_g and Total
buildings
1. Book value
1. Beginning balance 61,914,754.28 61,914,754.28
2.Increase 0.00 0.00
3.Decrease 0.00 0.00
4.Closing balance 61,914,754.28 61,914,754.28
1. Accumulated depreciation and amortisation
1.Beginning balance 55,723,278.85 55,723,278.85
2.Increase 0.00 0.00
(1) Amortisation for the year 0.00 0.00
3.Decrease 0.00 0.00
(1) Disposal 0.00 0.00
4. Closing balance 55,723,278.85 55,723,278.85
I11. Provision for impairment 0.00 0.00
1.Beginning balance 0.00 0.00
2.Increase 0.00 0.00
(1) Provision 0.00 0.00
3. Decrease 0.00 0.00
(1) Disposal 0.00 0.00
4.Closing balance 0.00 0.00
V. Carrying amount
1.Carrying value at year end 6,191,475.43 6,191,475.43
2.Carrying value at beginning of year 6,191,475.43 6,191,475.43
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14. Fixed assets

1.Beginning balance
2.Increase

(1) Purchase

(2) Transfer from
construction in progress

(3) Others
3.Decrease
(1) Disposal or scrap

4.Closing balance

1. Accumulated
depreciation

1.Beginning balance
2.Increase

(1) Provision

(2) Other increase
3.Decrease

(1) Disposal or scrap

4.Closing balance

I11. Provision for
impairment

1.Beginning balance
2.Increase

(1) Provision
3.Decrease

(1) Disposal or scrap
4.Closing balance

IV. Carrying amount

1. Carrying value at
period end

2. Carrying value at
beginning of year

3,976,199,210.91
342,127,376.83
65,441,049.18
276,686,327.65
0.00
13,272,568.72
13,272,568.72
4,305,054,019.02

1,633,263,266.38
181,477,081.95
181,477,081.95
0.00
7,852,119.16
7,852,119.16
1,806,888,229.17

26,564,784.45
0.00

0.00
90,292.62
90,292.62
26,474,491.83

2,471,691,298.02

2,316,371,160.08

5,119,816,758.02
628,876,021.14
147,389,281.70
481,486,739.44
0.00
111,148,294.43
111,148,294.43
5,637,544,484.73

2,850,461,052.50
346,324,779.03
346,324,779.03
0.00
86,818,439.43
86,818,439.43
3,109,967,392.10

64,186,228.26
161,670.35
161,670.35
6,798,397.52
6,798,397.52
57,549,501.09

2,470,027,591.54

2,205,169,477.26

108,015,330.21
6,461,652.11
5,280,741.59
0.00
1,180,910.52
8,185,405.44
8,185,405.44
106,291,576.88

76,499,140.97
10,462,940.46
9,296,030.33
1,166,910.13
4,791,950.88
4,791,950.88
82,170,130.55

41,578.65
0.00
0.00
41,578.65
41,578.65
0.00

24,121,446.33

31,474,610.59

783,366,162.98
97,012,190.24
58,931,934.55
15,719,395.68
22,360,860.01
23,825,880.16
23,825,880.16

Item 2022.12.31 2021.12.31
Fixed assets 5,265,200,110.91 4,839,005,169.81
Fixed assets for disposal 0.00 0.00
Total 5,265,200,110.91 4,839,005,169.81
(1) Fixed assets
(DDetails of fixed assets
. . Electronic
Item Hou§|n_g and Machllnery and Motor vehicles equipment and Total
buildings equipment
others
I. Book value:

9,987,397,462.12
1,074,477,240.32
277,043,007.02
773,892,462.77
23,541,770.53
156,432,148.75
156,432,148.75

856,552,473.06 10,905,442,553.69

478,176,262.36
81,920,529.52
81,920,529.52
0.00
21,842,549.49
21,842,549.49
538,254,242.39

19,199,978.74
24,878.03
24,878.03
286,401.12
286,401.12
18,938,455.65

299,359,775.02

285,989,921.88

5,038,399,722.21
620,185,330.96
619,018,420.83
1,166,910.13
121,305,058.96
121,305,058.96
5,537,279,994.21

109,992,570.10
186,548.38
186,548.38
7,216,669.91
7,216,669.91
102,962,448.57

5,265,200,110.91

4,839,005,169.81
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(@Fixed assets with temporary idle

Item Book value gccumyla_ted F_’rowglon for Carrying amount Note
epreciation impairment
Housing and buildings 23,926,279.99 14,490,518.30 5,155,770.80 4,279,990.89
Machinery and 169,656,887.40 117,171,435.61 35,728,561.41 16,756,890.38
equipment
Electronic equipment 3,119,826.93 2,533,159.51 180,534.90 406,132.52
and others
Total 196,702,994.32 134,195,113.42 41,064,867.11 21,443,013.79
(3Fixed assets held under finance leases
Item Carrying amount
Housing and buildings 1,753,301.29
(@Fixed assets without property certificate
Item Carrying amount Reasons for pending title certificate
Housing and buildings 182,318,779.85 Application in progress
15. Construction in progress
Item 2022.12.31 2021.12.31
Construction in progress 810,835,273.97 742,533,534.23
Construction materials 464,794.99 465,209.52
Total 811,300,068.96 742,998,743.75
(O Information of construction in progress
2022.12.31 2021.12.31
Item Provision f Provision fi
Book balance | 1OVISIONTOM niot book value Book balance rovision tor Net book value
impairment impairment
Haibin Pharma Pingshang New
Factory (EHIEFEE L1 1) ) 133,771,969.05 11,068,266.54  122,703,702.51  144,364,877.42 0.00 144,364,877.42
Guangda New Factory Project 360,963,893.27 0.00 360,963,89327  179,745,064.48 0.00 179,745,064.48
Fuxing Company Phase | & 11
Projects and others (F83% A 1. 38,842,449.73 0.00  38,842,449.73 36,580,114.83 0.00 36,580,114.83
ZIATE K HAh)
Project of Shijiao New Factory
(F A 5UH) 12,409,895.73 0.00  12,409,895.73 61,845,397.73 0.00 61,845,397.73
Transformation Project of
Pharmaceutical Factory 70,972,186.23 0.00  70972,186.23 19,579,452.17 0.00 19,579,452.17
Workshop (£ £ [a) g %5 H )
Construction Project for
I\_/Iicros_phere Worksho_p
B Lo ohacetical 3997659091 000 3997659091 1561665112 0.0 15,616,651.12
Factory (NNERMHIZG) ) ERZE A
(B L) dRTH)
P06 Construction Project of
Livzon Group Livzon
Pharmaceutical Factory (¥ 180,053.79 0.00 180,053.79 83,020,966.01 0.00 83,020,966.01
7)) POSRE KT H)
Project of lyophilized powder
injection workshop (V% T-Fr4l %= 1,157,559.47 0.00 1,157,559.47 70,673,332.62 0.00 70,673,332.62
[EI5H)
P09 Construction Project of 0.00 0.00 000  54,924,595.61 0.00 54,924,595.61

Livzon Group Livzon
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Item

2022.12.31

Provision for

Book balance . .
impairment

Net book value

Book balance

2021.12.31

Provision for

impairment

Net book value

Pharmaceutical Factory (1 &k )
2§)7) PO9ZE BT H )

P04/P05 Construction Project of
Livzon Group Livzon
Pharmaceutical Factory ([N il
2] 7) POA/POS XI5 H )
Shanghai Livzon-Microsphere
Phase Il Technical
Transformation Project (_[- ¥/l
R-fER —HIHEORH)

Others

1,560,960.52 0.00

34,677,843.69 0.00

127,559,478.58 169,340.46

1,560,960.52

34,677,843.69

127,390,138.12

257,441.66

10,123,776.54

65,971,204.50

0.00

0.00

169,340.46

257,441.66

10,123,776.54

65,801,864.04

Total

822,072,880.97 11,237,607.00

810,835,273.97

742,702,874.69

169,340.46

742,533,534.23

(2)Changes in significant construction in progress

Name of Project

2021.12.31

Increase

Transfer to fixed
assets

Other decrease

Cumulativ
e amount
of interest
capitalised

d in the

Including:
interest capitalisati

capitalise on rate for

the year
(%)

year

Interest

2022.12.31

Haibin Pharma
Pingshang New Factory
(RYEFESFELHET)
Guangda New Factory
Project Ot K1) Wi H)
Fuxing Company Phase
| & 11 Projects and
others (&% A & —.
I E K HAh)
Project of Shijiao New
Factory (1 f1 ) it
H)

Transformation Project
of Pharmaceutical
Factory Workshop (%4
TN RIH)
Construction Project for
Microsphere Workshop
(including Gose) of
Livzon Group Livzon
Pharmaceutical Factory
(70 2R A TR Bk 245
TERFEM(E XE) i
BIH)

P06 Construction
Project of Livzon Group
Livzon Pharmaceutical
Factory (WHEk4E I ER
24 P06 GBI H)
Project of lyophilized
powder injection
workshop % F¥4t 4
[E 5 H)

P09 Construction
Project of Livzon Group
Livzon Pharmaceutical
Factory (WNERAE TR ER
125 PO9 #E#L I H )
P04/P05 Construction
Project of Livzon Group
Livzon Pharmaceutical
Factory (WREk4E AN EE
#H24) PO4/POS B3
H)

Technology
transformation project
for Microsphere Phase
11 of Shanghai Livzon

144,364,877.42

179,745,064.48

36,580,114.83

61,845,397.73

19,579,452.17

15,616,651.12

83,020,966.01

70,673,332.62

54,924,595.61

257,441.66

10,123,776.54

218,228,529.86

181,218,828.79

77,051,711.32

30,318,359.71

70,984,195.20

29,308,744.91

7,323,839.40

49,803,364.24

99,318,116.09

1,303,518.86

24,554,067.15

164,393,809.16

0.00

74,789,376.42

79,753,861.71

19,591,461.14

4,948,805.12

90,164,751.62

119,319,137.39

154,242,711.70

0.00

0.00

64,427,629.07

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

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

0.00  133,771,969.05

0.00  360,963,893.27

0.00 38,842,449.73

0.00

12,409,895.73

0.00 70,972,186.23

0.00 39,976,590.91

0.00 180,053.79

0.00

1,157,559.47

0.00 0.00

0.00 1,560,960.52

0.00 34,677,843.69
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Cumulativ Including: Interest
. interest capitalisati
Name of Project 2021.12.31 Increase Trans;ggettz fixed Other decrease efzf:lo:ntt capitalise on rate for 2022.12.31
:a lit;iseesd dinthe theyear
P year (%)
(VN EROR — 5
HiH)
Others 65,971,204.50 151,152,406.67 66,688,548.51  22,875,584.08 0.00 0.00 0.00 127,559,478.58
Total 742,702,874.69 940,565,682.20 773,892,462.77  87,303,213.15 0.00 0.00 0.00  822,072,880.97

Changes in significant construction in progress (Continued) :

Proportion of

Name of Project Budget cumulative input  Progress % Source of fund
to budget %
Haibin Pharma Pingshang New Completion of  Self-funding and funds
Factory ((RYIMHELE L) 1,037,000,000.00 78.1 some projects raised
Guangda New Factory Project (Jt kK . .
646,000,000.00 55.88 Under construction Self-fundin
W) ’
Fuxing Company Phase | & Il Projects Combletion of
and others (#2447 —. —HIBH  378,090,800.00 87.45 ompietian o Self-funding
e some projects
Je oAtk
Project of Shijiao New Factory (41 ffi Completion of  Self-funding and funds
B OOiH) 377,005,000.00 89.92 some projects raised
Transformation Project of c letion of
Pharmaceutical Factory Workshop (%5 306,558,388.48 61.17 ngg Srlocigc?s Self-funding
2R 2 H )
Construction Project for Microsphere
Workshop (including Gose) of Livzon . .
Group Livzon Pharmaceutical Factory 262, 445,000.00 65.12 ngmgle:?gc?: Self-funding and :;Zedg
(N EREE BN BRI 25 TR 18] (55 proj
L) #nA)
P06 Construction Project of Livzon
Group Livzon Pharmaceutical Factory Completion of :
(R Bk TRk 12T P06 2 4207 117,710,000.00 95.02 some projects Self-funding
H)
Project of lyophilized powder . .
LU e \ Completion of  Self-funding and funds
\ i
EJ)ECIIOH workshop (% TH#r%FZEMIT 143,500,000.00 95.11 SOMe projects raised
P09 Construction Project of Livzon
Group Livzon Pharmaceutical Factory  296,580,000.00 100.00 Completed Self-funding
(FHERTIE BRI 25 PO9 BRI H )
P04/P05 Construction Project of
Livzon Group Livzon Pharmaceutical Und fruct Self-fundi
Factory (k4 FR I 2k 25 ) 126,880,000.00 1.23 Under construction elf-funding
P04/P05 #1515 H )
Technology transformation project for
Microsphere Phase Il of Shanghai Under construction Self-fundin
Livzon (L-igmiskok sk 40°00.000.00 85.62 Tnder consiructio ending
H)
Others -- -- - Self-funding
Total 3,732,269,188.48 - - -

Other decrease is mainly transferred to long-term deferred expenses.

16. Right-of-use assets

Item Housing and buildings Total

I. Book value:
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Item Housing and buildings Total
1.Beginning balance 69,960,518.27 69,960,518.27
2.Increase 29,002,437.68 29,002,437.68
(1) Leasing 29,002,437.68 29,002,437.68
3.Decrease 20,627,100.42 20,627,100.42
4. Closing balance 78,335,855.53 78,335,855.53
1. Accumulated depreciation
1.Beginning balance 23,185,758.58 23,185,758.58
2.Increase 32,367,074.98 32,367,074.98
(1) Provision 32,367,074.98 32,367,074.98
3.Decrease 19,060,112.00 19,060,112.00
4.Closing balance 36,492,721.56 36,492,721.56
I11. 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
g | Coying value at year 41,843,133.97 41,843,133.97
2.Carrying value at 46,774,759.69 46,774,759.69

beginning of year

As of 31 December 2022, the Company recognised lease expenses related to short-term leases and the leases
of low value assets of RMB239,280.

17. Intangible assets

(1) Details of intangible assets

Patent and

Trademark

Item Land use rights technical know-how Software rights Others Total
1. Book value
1.Beginning balance 413,762,737.87 519,813,876.67 79,232,390.69 62,769,716.98 10,985,294.53 1,086,564,016.74
2.Increase 28,488,823.32 496,141,693.87 14,020,493.45 0.00 0.00 538,651,010.64
(1) Purchase 28,488,823.32 1,100,000.00 14,020,493.45 0.00 0.00 43,609,316.77
(2) Internal R&D 0.00 495,041,693.87 0.00 0.00 0.00 495,041,693.87
3.Decrease 0.00 0.00 0.00 0.00 0.00 0.00
Disposal 0.00 0.00 0.00 0.00 0.00 0.00
4.Closing 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
1. Accumulated
amortisation
1.Beginning balance 122,997,170.29 369,635,517.03 56,287,892.35 62,765,196.55 5,584,191.37 617,269,967.59
2.Increase 9,122,311.45 172,774,379.26 7,114,468.80 471.72 1,098,529.45 190,110,160.68
Provision 9,122,311.45 172,774,379.26 7,114,468.80 471.72 1,098,529.45 190,110,160.68
3.Decrease 0.00 0.00 0.00 0.00 0.00 0.00
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Patent and Trademark

beginning of year

Item Land use rights technical know-how Software rights Others Total
Disposal 0.00 0.00 0.00 0.00 0.00 0.00
4.Closing balance 132,119,481.74 542,409,896.29 63,402,361.15  62,765668.27  6,682,720.82 807,380,128.27
111. Provision for
impairment
1.Beginning balance 981,826.94 11,530,127.41 0.00 0.00 0.00 12,511,954.35
2.Increase 0.00 3,207,819.01 0.00 0.00 0.00 3,207,819.01
Provision 0.00 3,207,819.01 0.00 0.00 0.00 3,207,819.01
3.Decrease 0.00 0.00 0.00 0.00 0.00 0.00
4.Closing balance 981,826.94 14,737,946.42 0.00 0.00 0.00 15,719,773.36
IV. Carrying amount
ye;r'gzgy'”g value at 300,150,252.51 458,807,727.83 29,850,522.99 404871  4302573.71 802,115,125.75
2.Carrying value at 289,783,740.64 138,648,232.23 22,944,498.34 452043 5401,103.16 456,782,094.80

As of 31 December 2022, intangible assets formed through internal research and development of the
company account for 39.03% of the balance of intangible assets.

At the balance sheet date, the Company engaged an appraiser to test the impairment of biopharmaceutical
technologies of the current period carry-over intangible assets, using the biotechnology-related asset group
to estimate the present value of future cash flows in anticipation of the recoverable amount of input costs.
The asset group was tested as not impaired.

The projected future cash flows of the asset group are determined on the basis of the financial budget for the
next five years established by management, and the cash flow for the years beyond which the five-year
financial budget is zero.

The main assumptions of discounted future cash flows in the impairment test are as follows:

The calculation of the projected present future cash flow value of the asset group related to this biotechnology
uses a gross margin of 84.50%-91.50% and an operating income growth rate of -93%~71%, and a discount
cash flow rate of 15.00% as key assumptions. Management determines these assumptions based on historical
conditions prior to the budget period and projections of market developments.

(2) Intangible assets pending for certificates of ownership

Item Carrying amount Reasons for pending title certificate

Land use rights 4,012,089.17 Application in progress

(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

18. Development costs

Increase Decrease
ltem 2021.12.31 Internal Other Recognized as Recognised in  2022.12.31
development . intangible  profit or loss in
increase

costs assets the year
Chemical . 179,411,666.34 99,354,717.46 0.00 75,078,369.10 66,830,198.83  136,857,815.87
pharmaceuticals
Biologics 527,275,067.73 92,785,310.25 0.00 381,832,741.41 0.00 238,227,636.57
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APIs and others 80,306,701.64 11,023,313.45 0.00 38,130,583.36 0.00  53,199,431.73
Total 786,993,435.71  203,163,341.16 0.00 495,041,693.87 66,830,198.83  428,284,884.17
Continued:
Time for commencement e - T Progress of research and
Item oo e . Specific basis of capitalisation
of capitalisation development at year end
Chemical . Clinical trial Obtain approval for clinical trial Clinical stage
pharmaceuticals
Biologics Clinical trial Obtain approval for clinical trial Clinical stage
APIs and others Pilot stage Pilot related information Post-pilot stage

19. Goodwill

(1) Book value of goodwill

Increase Decrease
Name of investee or matter from which goodwill 2021.12.31 Formation by Dis 2022.12.31
arose business Others P Others
. osal
combination
Shanghai Livzon Pharmaceutical Manufacturing
Co., Ltd. (TR 247 B2 7) 2,045,990.12 0.00 0.00 0.00 0.00 2,045,990.12
Zhuhai FTZ Livzon Hecheng Pharmaceutical
Manufacturing Co., Ltd. (BRifECRRLX THER A ) 3,492,752.58 0.00 0.00 0.00 0.00 3,492,752.58
ZIIRA )
Sichuan Guangda Pharmaceutical Manufacturing
Co., Ltd. (P11 At 25 24 ) 13,863,330.24 0.00 0.00 0.00 0.00 13,863,330.24
Livzon Group Xinbeijiang Pharmaceutical
Manufacturing Inc. (HNFRGE HIHALIT #1253 H 7,271,307.03 0.00 0.00  0.00 0.00 7,271,307.03
[ ENEI)]
Livzon Group Fuzhou Fuxing Pharmaceutical Co.,
Ltd., (2 AR A 2547 B 6 ) 46,926,155.25 0.00 0.00 0.00 0.00 46,926,155.25
Elvzon Group Livzon Pharmaceutical Factory (I &k 47.912.269.66 0.00 000  0.00 0.00 47.912,269.66
2) )
Livzon Group 395,306,126.41 0.00 0.00 0.00 0.00 395,306,126.41
Shenzhen Haibin Pharmaceutical Co., Ltd. (&I T
VSN, = ’ 91,878,068.72 0.00 0.00 0.00 0.00 91,878,068.72
IR 25 A IR A )
Joincare Daily-Use & Health Care Co., Ltd. (fitf
— 1,610,047.91 0.00 0.00 0.00 0.00 1,610,047.91
76 H R OR A S A PR A D)
Shenzhen Taitai Pharmaceutical Co., Ltd. (RYIIA
? 635,417.23 0.00 0.00 0.00 0.00 635,417.23
RELA RA )
Health Pharmaceuticals (China) Limited ({23 25:k
23,516,552.65 0.00 0.00 0.00 0.00 23,516,552.65
(T HE) FRAH)
Shenzhen Hiyeah Industry Co., Ltd (&I #-47 5
6,000,000.00 0.00 0.00 0.00 0.00 6,000,000.00
WA RAH)
Jiaozuo Joincare Bio Technological Co., Ltd. (F£1f
- ) 92,035.87 0.00 0.00 0.00 0.00 92,035.87
fe e TCA: ] it A B A )
Total 640,550,053.67 0.00 0.00 0.00 0.00 640,550,053.67
(2) Provision for impairment of goodwill
. . . Increase Decrease
Name of investee or matter from which goodwill 2021.12.31 Disoos 2022.12.31
arose Provision Others allj Others
Livzon Group Xinbeijiang Pharmaceutical
Manufacturing Inc. (INERAE FHTALTLH12 5% 46 IR 7,271,307.03 0.00 0.00 0.00 0.00 7,271,307.03
)
Livzon Group Fuzhou Fuxing Pharmaceutical Co.,
Ltd. (R ERAE B N 26 R A ) 11,200,000.00 0.00 0.00 0.00 0.00 11,200,000.00
Shenzhen Hiyeah Industry Co., Ltd (R &tk 6,000,000.00 0.00 000 000 000 6,000,000.00
WARRAH)
Joincare Daily-Use & Health Care Co., Ltd. (f&fE G
1,610,047.91 0.00 0.00 0.00 0.00 1,610,047.91
H R4 i A R )
Total 26,081,354.94 0.00 0.00 0.00 0.00 26,081,354.94
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Goodwill of the Company arose from its business combination involving enterprises not under common
control in previous years.

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 63.27%-63.46% and a business revenue growth rate
of 0-9.08% as well as a cash flow discount rate of 12.21%. 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. (Rl 17 56 256 PR 2 7)), key assumptions are a gross margin
of 38.91%-40.11% and a business revenue growth rate of -9.19~2.79% as well as a cash flow discount rate
of 11.78%. The management took into account historical conditions and predictions for future market
development in making the above assumptions.

The calculation of the estimated future present value of the goodwill-related asset portfolio of Livzon Group
Livzon Pharmaceutical Manufacturing Factory uses a gross profit margin of 82.19%-83.33% and an
operating income growth rate of 0~7.83%, and a discount cash flow rate of 14.72% as key assumptions.
Management determines these assumptions based on historical conditions prior to the budget period and
projections of market developments.

The calculation of the expected future present value of goodwill-related asset portfolio of Livzon Group
Fuzhou Fuxing Pharmaceutical Co., Ltd. uses a gross profit margin of 63.43%-64.44% and an operating
income growth rate of 0~11.80%, and a discount cash flow rate of 15.04% as key assumptions. Management
determines these assumptions based on historical conditions prior to the budget period and projections of
market developments.

As tested, the management of the Company expects that no impairment provision is needed during the
period.

20. Long-term deferred expenses

Decrease
Item 2021.12.31 Increase Other 2022.12.31
Amortization
decrease

Sff?fe‘;a“on costs of 26,940,700.02 9,114,501.74 3,437,654.72 212,648.78 32,404,898.26
Elzrr‘]‘:g’a“‘)” costs of 138,705258.94  70,216,911.41 31,651,658.96 000  177,270511.39
Certification costs of 311,654.79 0.00 120,640.56 0.00 101,014.23
GMP project
Others 34758,127.18  56,097,158.72 22,844,892.83 9,100.00 68,001,293.07

Total 200,715,740.93  135,428,571.87 58,054,847.07 22174878  277,867,716.95

21. Deferred tax assets and deferred tax liabilities

(1) Deferred tax assets and deferred tax liabilities before offsetting
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2022.12.31 2021.12.31
ltem Deductil.)le.or Deferred tax Deductil.)le.or Deferred tax
taxable timing assets or liabilities taxable timing assets or
differences differences liabilities

Deferred tax assets:
Provision for impairment of assets 336,502,793.26 51,790,732.85 323,372,877.26 54,704,601.96
Deductible difference arising from 965,912,234.46 145,014,131.32  945,774,497.50  166,481,490.01
accrued expenses
E‘;S“C“ble difference arising from tax 399,128,528.63 61,021,514.54  497,850,865.29  84,167,365.69
Deferred income 329,970,021.95 49,511,503.29 375,321,674.10 60,145,851.14
Unrealised gains from intra-company 694,726,037.62 104,182,311.29  560,934,298.63  84,185,529.66
transactions
Changes in fair value of other equity 146,540,719.40 36,635,179.85  146,65356840  36,663,392.10
mstruments
Deductible difference arising from 107,474,309.53 16,149.104.44  77872,94363  11,033,224.52
share incentive expenses
Changes in fair value of financial 7,298,819.37 1,234,418.76 691850567  1,158,336.82
assets held for trading
Other deductible temporary difference 455,485,646.11 68,322,846.92 282,821,670.90 53,103,074.81

Total 3,443,039,110.33 533,861,743.26  3,217,520,901.38  552,542,866.71
Deferred tax liabilities:
Changes in fair value of financial 20,269,315.67 3,216,065.39 10.970,547.94  3.215,329.05
assets held for trading
fs‘;‘;fslerated depreciation of fixed 1,094,571,545.41 167,757,444.03  752,180,706.08  114,114,492.09
Changes in fair value of other equity 242,925,303.81 39,399,916.06  359,110,036.65  70,405,084.25
istruments
Unrealised gains from intra-company 105,940,000.00 20,791,000.00  105,940,000.00  20,791,000.00
transactions

Total 1,463,706,164.89 231,164,425.48  1,237,201,290.67  208,525,905.39

(2) Deductible temporary differences and deductible tax losses of unrecognized deferred tax assets

Item 2022.12.31 2021.12.31
Deductible temporary differences 239,109,485.46 175,707,417.84
Deductible tax loss 2,804,958,759.64 1,365,909,940.62

Total

3,044,068,245.10

1,541,617,358.46

(3) Expiry of deductible tax losses in subsequent period

Year 2022.12.31 2021.12.31 Note
2022 0.00 129,386,282.40
2023 182,300,762.40 182,300,761.96
2024 385,139,111.62 385,138,859.92
2025 253,044,280.36 254,360,863.53
2026 390,203,263.39 389,994,598.37
2027 1,485,158,186.92 0.00
Non-expiry 109,113,154.95 24,728,574.44
Total 2,804,958,759.64 1,365,909,940.62

22. Other non-current assets
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Item 2022.12.31 2021.12.31
Term deposit and interests 812,562,286.58 52,127,500.00
VAT carry forward 3,338,552.19 56,384,552.60
Prepayment for acquisition of project 340.456,344.22 491,703,933.59
and equipment
Prepayment for acquisition of technical 415,000.00 63,368,017.61
know-how
Total 1,156,772,182.99 663,584,003.80
23. Short-term loans
(1) Short-term loans by category
Item 2022.12.31 2021.12.31
Unsecured loans 2,089,585,755.20 1,666,838,964.15
Guaranteed loans 36,464,859.86 851,645,870.94
Total 2,126,050,615.06 2,518,484,835.09
(2) The Company has no overdue short-term loans.
24. Financial liabilities held for trading
Item 2022.12.31 2021.12.31
Financial liabilities held for trading 755,634.43 143,302.24
Including:
Derivative financial liabilities 755,634.43 143,302.24
Total 755,634.43 143,302.24

Derivative financial liabilities represent foreign currency forward contracts. The loss from unexpired onerous
contracts measured at fair value on balance sheet date was recognised as financial liabilities held for trading.

25. Notes payable

Category 2022.12.31 2021.12.31
Bank acceptance bills 1,635,906,989.22 1,582,386,767.93
The Company has no overdue notes payable.
26. Accounts payable
Item 2022.12.31 2021.12.31
Within one year 815,158,453.21 809,539,858.35
Over 1 year 128,747,127.70 62,013,352.16
Total 943,905,580.91 871,553,210.51
No significant accounts payable aging over 1 year at the end of the period.
27. Contract liabilities
Item 2022.12.31 2021.12.31
Within one year 260,935,024.18 208,025,612.34
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Over 1 year

32,042,706.56

26,115,089.95

Total

292,977,730.74

234,140,702.29

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 RMB188,045,099.86.

28. Employee benefits payables

Item 2021.12.31 Increase Decrease 2022.12.31
Short-term employee benefits 473,806,357.40  2,179,864,994.17  2,082,528,146.47  571,143,205.10
Post-employment benefits - 341,723.80 146,280,117.93 146,037,217.37 584,624.36

Defined contribution plans
Termination benefits 1,282,742.00 1,880,944.59 1,880,944.59 1,282,742.00
Total 475430,82320  2,328,026,056.60  2,230,446,308.43  573,010,571.46
(1) Short-term employee benefits

Item 2021.12.31 Increase Decrease 2022.12.31
Salaries, bonus and allowances 325,123,978.13 1,788,026,844.16  1,738,082,893.10 375,067,929.19
Staff welfare 5,352,134.66 79,667,401.75 79,225,055.24 5,794,481.17
Social insurances 569,488.75 59,195,181.10 58,520,239.41 1,244,430.44
Including: 1. Medical insurance 467,562.91 54,244,259.70 53,558,791.79 1,153,030.82
2. Work injury insurance 62,711.37 3,046,821.43 3,058,209.96 51,322.84
3. Maternity insurance 39,214.47 1,904,099.97 1,903,237.66 40,076.78
Housing fund 1,493,719.88 60,105,695.76 59,375,841.16 2,223,574.48
Union funds and staff education 541,564.60 6,475,988.92 6,598,647.56 418,905.96
Eh‘ﬁ Ownership Plan Special 140,725,471.38 186,303,882.48  140,725470.00  186,393,883.86
Total 473,806,357.40  2,179,864,994.17  2,082,528,146.47  571,143,205.10

(2) Defined contribution plans

Item 2021.12.31 Increase Decrease 2022.12.31
Post-employment benefits 341,723.80 146,280,117.93 146,037,217.37 584,624.36
:Qsclz‘igr']r(‘:g 1. Basic pension 303,582.07 142,280,07058  142,038,057.53 545,595.12
2. Unemployment insurance 38,141.73 4,000,047.35 3,999,159.84 39,029.24
Total 341,723.80 146,280,117.93  146,037,217.37 584,624.36

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

Taxation 2022.12.31 2021.12.31

91,860,518.74

Value-added tax 166,151,353.61
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Others

61,749,356.30

Taxation 2022.12.31 2021.12.31
Urban maintenance and construction tax 14,374,197.97 10,047,715.71
Enterprise income tax 124,039,899.44 145,106,168.70
Property tax 7,992,927.81 2,178,644.31
Land use tax 2,847,286.45 1,716,626.70
Individual income Tax 7,524,584.67 9,991,974.56
Stamp duty 2,904,260.39 676,792.62
Education surcharge 9,613,697.69 6,594,414.24
Others 2,254,065.70 2,445,327.83
Total 337,702,273.73 270,618,183.41
30. Other payables
Item 2022.12.31 2021.12.31
Dividends payable 12,252,074.84 6,951,984.46
Other payables 3,668,082,286.04 3,285,456,005.33
Total 3,680,334,360.88 3,292,407,989.79
(1) Dividends payable
Item 2022.12.31 2021.12.31
Common shares dividend 20,174.46 20,174.46
Qingyuan Xinbeijiang Enterprise (Group) Co., Ltd. 1,200,710.00 1,200,710.00
glttl)nselrd lizfiaelspersons and individual shareholder of 6,682.964.50 3,311,300.00
Internal staff shareholders of subsidiaries 4,348,225.88 2,419,800.00
Total 12,252,074.84 6,951,984.46
(2) Other payables
Item 2022.12.31 2021.12.31
Office expenses 69,513,003.38 66,603,733.56
Security deposits 89,750,329.22 85,316,947.15
Business promotion expenses 1,722,993,407.82 1,385,121,675.36
Technology transfer fee 10,000,000.00 10,000,000.00
Accrued expenses 1,714,076,189.32 1,696,272,218.54

42,141,430.72

Total

3,668,082,286.04

3,285,456,005.33

The obligations of repurchasing restricted shares held by the directors, the senior management and their
spouses amounted RMBO0.00 at period end.

Including, details of accrued expenses are as follow:

Item

2022.12.31

2021.12.31

Reason of
outstanding at year
end
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Utility bill 28,378,759.70 23,611,733.95 Unpaid
Research expenses 61,153,064.06 122,637,625.45 Unpaid
Business development and 1,517,084,251.92 1,459,695,485.76 Unpaid
promotion expenses
Audit and information 4,775,560.70 4,893,299.88 Unpaid
disclosure expenses
Others 102,684,552.94 85,434,073.50 Unpaid
Total 1,714,076,189.32 1,696,272,218.54
31. Non-current liabilities due within one year
Item 2022.12.31 2021.12.31
Lease liabilities due within one year 19,415,779.34 21,295,233.00
Long-term loans and interest due within one year 43,661,481.64 70,280,833.33
Total 63,077,260.98 91,576,066.33
32. Other current liabilities
Item 2022.12.31 2021.12.31
Output VAT pending for transfer 17,734,822.42 15,626,224.29
Payables for goods return 83,440,368.95 0.00
Others 101,522.98 0.00
Total 101,276,714.35 15,626,224.29
33. Long term loans
Item 2022.12.31 _ Range of 2021.12.31 _ Range of
interest rate interest rate
Unsecured loans 1,475,974,398.32 2.45%-3.20% 897,061,086.11 3.45%-3.70%
Guaranteed loans 1,798,531,126.20 2.70%-3.60% 0.00
Subtotal 3,274,505,524.52 897,061,086.11
I}::;rs: Long-term loans due within one 43,661,481.64 70,280,833.33
Total 3,230,844,042.88 826,780,252.78
34. Lease liabilities
Item 2022.12.31 2021.12.31
Lease payments payable 42,898,265.42 46,367,027.32
Less: Lease liabilities due within one year 19,415,779.35 21,295,233.00
Total 23,482,486.07 25,071,794.32

Interest expenses accrued on lease liabilities within 2022 was RMB3.54 million, which was recorded in

financial expenses-Interest expense.

35. Deferred income

Item 2021.12.31

Increase

Decrease

Reason of
formation

2022.12.31

Government grants

433,543,352.40

91,591,736.00

140,597,820.85

384,537,267.55
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Government grants recorded as deferred income refer to Note 62. Government grants.

36. Other non-current liabilities

Item 2022.12.31 2021.12.31

The overall relocation and expansion project of
Sichuan Guangda Pharmaceutical Manufacturing

84,000,000.00 78,000,000.00

37. Share capital

In year 2022
Movement in the year (+ or -)
Item 2021.12.31 Issue of new Conversion from 2022.12.31
] Others Subtotal
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 shares 0 0 0 0 0 0
3. Overseas legal person shares 0 0 0 0 0 0
Tradgb.le sha_olres subject to selling 0 0 0 0 0 0
restrictions 1n aggregate
11. Tradable shares 0 0
1. Ordinary shares denominated in
RMB 1,907,727,908 72,421,134 0 -50,959,668 21,461,466 1,929,189,374
2. Domestically listed foreign shares 0 0 0 0 0 0
Tradable shares in aggregate 1,907,727,908 72,421,134 0 -50,959,668 21,461,466 1,929,189,374

I11. Total number of shares 1,907,727,908 72,421,134 0 -50,959,668 21,461,466 1,929,189,374

The increase in the year: 1. The company issued 6,382,500 GDRs on the Swiss Stock Exchange, representing
63,825,000 A shares; 2. An increase of 8,596,134 shares due to the exercise of stock options

The reduction of share capital in this period is cancellation of repurchased shares.

In year 2021
Movement in the year (+ or -)
Item 2020.12.31 Conversion 2021.12.31
Issue of new from capital Others Subtotal
shares

reserve
I. Tradable shares subject to
selling restrictions
1. Domestic legal person shares 0 0 0 0 0 0
2. Domestic natural person shares 0 0 0 0 0 0
3. Overseas legal person shares 0 0 0 0 0 0
Trad'abye shgres subject to selling 0 0 0 0 0 0
restrictions 1n aggregate
I1. Tradable shares
1. Ordinary sharss deneminated in 1952780764 10,082,440 0 55135296 45052856  1,907,727,908
2.Domestically listed foreign shares 0 0 0 0 0 0
Tradable shares in aggregate 1,952,780,764 10,082,440 0 -55,135,296 -45,052,856 1,907,727,908

I11. Total number of shares 1,952,780,764 10,082,440 0 -55,135,296 -45,052,856 1,907,727,908

The increase in share capital in this period was due to issue of new shares and the decrease in share capital
in this period was due to cancellation of repurchased shares.
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38. Capital reserve

In year 2022
Item 2021.12.31 Increase Decrease 2022.12.31
Capital premium 2,152,860,227.84 642,189,404.23 573,367,347.30 2,221,682,284.77
Other capital reserve 112,497,084.08 30,762,735.61 21,248,888.47 122,010,931.22
Total 2,265,357,311.92 672,952,139.84 594,616,235.77 2,343,693,215.99

The increase in capital premium was due to: 1. The Company's stock options were exercised for 8,596,134
shares, increasing the capital premium by RMB62,519,504.79, and correspondingly accrued share incentive
expenses of RMB4,975,185 which were transferred from other capital reserve to capital premium. 2. The
exercise of share options of the Company’s subsidiary, Livzon Group, increasing the capital premium of
RMB14,645,670.47 according to shareholding held by the Company, and correspondingly accrued share
incentive expenses of RMB9,019,288.61 which were transferred from other capital reserve to capital
premium. 3. After the stock options are exercised, the difference between the tax deductible expenses
according to tax regulations and the accrued expenses reduces the income tax payable by RMB1,347,279.67,
which increased the share premium accordingly. 4. The Company issues GDRs on the Swiss Stock Exchange,
increasing the capital reserve by RMB549,682,475.69.

The decrease in capital premium was due to: The Company and its subsidiary, Livzon Group, cancelled the
repurchased shares, the capital premium is reduced by RMB573,367,347.30.

The increase in other capital reserve was due to: 1. The Company and its subsidiary, Livzon Group, accrued
share incentive expenses RMB24,733,974.70. 2. The Company’s subsidiary, Livzon Group, made non-
proportional capital contribution to an investee under equity accounting method that led to change in
shareholding ratio and other equity, the capital reserve is increased by RMB6,028,760.91.

The decrease in other capital reserve was due to: 1. The exercise of share incentive by the Company’s
subsidiary, Livzon Group, caused the changes in the shareholding held by the Company and led to the change
in other equity, the capital reserve is decreased by RMB7,254,414.86. 2. Transfer of share incentive expenses
to capital premium of RMB13,994,473.61.

In year 2021
Item 2020.12.31 Increase Decrease 2021.12.31
Capital premium 2,531,019,936.35 369,115,622.89 747,275,331.40 2,152,860,227.84
Other capital reserve 2,268,737.93 114,769,391.67 4,541,045.52 112,497,084.08
Total 2,533,288,674.28 483,885,014.56 751,816,376.92 2,265,357,311.92

Reasons for increase in capital premium: 1) 10,082,440 shares of the Company's stock options were exercised,
increasing the capital premium by RMB72,493,116.59, and the corresponding accrued share incentive fee of
RMB1,457,178.93 was transferred from other capital reserves to the capital premium; 2) The Company's
subsidiary Livzon's stock options are exercised, according to the shareholding ratio of the Company, the
corresponding increase in the share capital premium of RMB88,109,304.98, and the corresponding accrued
equity incentive expenses of RMB3,083,866.59 are transferred from other capital reserves to the share capital
premium; 3) After the exercise of stock options, the difference between the tax deductible expenses and the
previous accrued expenses resulted in a reduction of income tax payable by RMB13,609,184.27, and the
share capital premium was increased accordingly; 4) Since the overseas financing of the subsidiary Livzon
is transferred into the Mainland China and thus the reduction of capital of the subsidiaries are not in the same
proportion, the difference between the share of net assets of the subsidiaries owned by the Company before
and after the reduction of capital caused the increase in capital premium by RMB190,362,971.53.

The decrease in share capital premium of RMB747,275,331.40 for the period was due to the cancellation of
shares repurchased by the Company and the subsidiary Livzon Group.
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Reasons for increase in other capital reserves: 1) Share incentive expenses accrued by the Company and the
subsidiary Livzon Group was RMBI11,652,295.42; 2) The subsidiary Livzon Group's equity method
accounting investment increased capital in different proportions, resulting in changes in the shareholding
ratio held by the Company and changes in other equity instrument investment, so this caused the capital
reserve increased by RMB35,846,098.47. 3) The exercise of the stock options of the incentive plan and
repurchase of shares of the subsidiary Livzon Group lead to changes in the Company's shareholding ratio
and changes in other equity instrument investment, so this caused the capital reserve decreased by
RMB55,295,829.27; 4) As the Company disposed of subsidiaries, the capital reserve of RMB11,975,168.51
transferred to profit or loss for this period.

Other capital reserves decreased as the equity incentive expenses of RMB4,541,045.52 was transferred to
the capital premium.

39. Treasury shares

In year 2022
Item 2021.12.31 Increase Decrease 2022.12.31
Repurchase of shares due to Share
Ownership Scheme and Share Options 222,644,454 .50 0.00 0.00 222,644,454.50
Incentive Scheme
Repurchase of shares to be cancelled 0.00 724,513,822.62 599,981,715.83  124,532,106.79
Total 222,644,454.50 724,513,822.62 599,981,715.83  347,176,561.29

The increase in treasury shares in the period is the total amount of funds used by the Company to repurchase
61,916,903 shares of the Company through centralized bidding transactions.

The reduction of treasury shares in this period is: Cancellation of repurchased shares.

In year 2021

Item 2020.12.31 Increase Decrease 2021.12.31
Repurchase of shares due to Share
Ownership Scheme and Share Options 253,637,154.50 0.00 30,992,700.00 222,644,454.50
Incentive Scheme
Repurchase of shares to be cancelled 0.00 699,900,526.87 699,900,526.87 0.00
Total 253,637,154.50 699,900,526.87 730,893,226.87 222,644,454.50

The decrease was due to the transfer to the stock ownership plan account for the current employee stock
ownership plan and shares incentive.

The change of repurchase of shares to be cancelled: The increase in treasury shares in this period is the total
amount of funds used by the Company to repurchase 55,135,296 shares of the Company through centralized
bidding transactions. The decrease in treasury shares was the cancellation of repurchase shares.

40. Other comprehensive income

In year 2022
Current year
Less:
Ltem 2021.12.31 tr a“S‘fef r e:’ to {:m"‘l')'l‘t {;m‘";)'l" 2022.12.31
@ Amount before pro it or loss Less: Income attributable attri .uta oe 3) =) +2)
in current to parent to minority
tax tax expenses .

year or company interests after

retained after tax(2) tax
earnings

1. Other comprehensive

income not reclassified into 102,556,982.18 37,438,265.00 89,722,066.22 -1,303,488.43 -85,577,350.31 34,597,037.52 16,979,631.87
profit or loss subsequently

1.0Other comprehensive income

not reclassified to profit or loss 6,658,847.65 4,723,927.54 0.00 0.00 2,116,352.61 2,607,574.93 8,775,200.25
under equity method
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2.Changes in fair value of

other equity instrument 95,898,134.53 32,714,337.46  89,722,066.22  -1,303,488.43 -87,693,702.91  31,989,462.58 8,204,431.61
investments
II. Other comprehensive
income that will be -97,160,436.20  125587,048.18 0.00 0.00 84,894,277.87  40,692,770.31  -12,275,158.33
reclassified into profit or loss
subsequently
1.0ther comprehensive
income that will be transferred 37,989.91 527,718.52 0.00 0.00 236,421.59 291,296.93 274,411.50
to profit or loss under equity
method
2.Translation difference of
foreign currency financial -97,207,426.12 125,059,329.66 0.00 0.00 84,657,856.28  40,401,473.38  -12,549,569.84
statements
Total ""‘ei'n 2(‘:2‘3’”““‘5“" 5,387,545.97 163,025,313.18  89,722,066.22 -1,303,488.43 -683,072.44  75,289,807.82 4,704,473.53
In year 2021
Current year
Less:
2020.12.31 transferred to Amount Amount 2021.12.31
Item ) Amount profitorloss | o ome Attributableto attributable to (3) =(1) +2)
before tax in current tax expenses parent minority
year or company after interests after
retained tax(2) tax
earnings
1. Other comprehensive
income not reclassified into 180,616,463.38  43,382,751.21  171,926,789.47  2,196,770.08  -78,059,481.21  -52,681,327.13  102,556,982.18
profit or loss subsequently
1.0Other comprehensive income
not reclassified to profit or loss 0.00 14,820,196.44 0.00 0.00 6,658,847.65 8,161,348.794 6,658,847.65
under equity method
2.Changes in fair value of other g5 616 46338 28.562,554.77  171,026,789.47  2,196,770.08  -84718,328.85  -60,842,675.92  95898,134.53
equity instrument investments
11. Other comprehensive
income that will be -64,315,904.10  -46,945,392.92 0.00 000 -32,853532.10  -14,091,860.81  -97,169,436.20
reclassified into profit or loss
subsequently
1.0ther comprehensive
income that will be transferred 51,580.71 -30,268.270 0.00 0.00 -13,599.80 -16,668.468 37,989.91
to profit or loss under equity
method
2.Translation difference of ; i
foreign currency financial -64,367,493.82 46,915,124.650 0.00 0.00 -32,839,932.30 14,075,192.346 -97,207,426.12
statements
Total other comprehensive - -
income 116,300,559.28 -3,562,641.71  171,926,789.47 2,196,770.08 110,913,013.31 66,773,187.941 5,387,545.97
41. Surplus reserve
In year 2022
Item 2021.12.31 Increase Decrease 2022.12.31
Statutory surplus
y surp 599,506,581.71 93,945,402.42 0.00 693,451,984.13
reserve
Discretionary surplus
1y sutp 40,210,642.44 0.00 0.00 40,210,642.44
reserve
Reserve funds 1,103,954.93 0.00 0.00 1,103,954.93
Total 640,821,179.08 93,945,402.42 0.00 734,766,581.50
In year 2021
Item 2020.12.31 Increase Decrease 2021.12.31
Statutory surplus
ysurp 474,626,867.82 124,879,713.89 0.00 599,506,581.71
reserve
Discretionary surplus
1y SUfp 40,210,642.44 0.00 0.00 40,210,642.44
reserve
Reserve funds 1,103,954.93 0.00 0.00 1,103,954.93
Total 515,941,465.19 124,879,713.89 0.00 640,821,179.08

42. Undistributed profits
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(1) Movement of undistributed profits

Item 2022 2021 Appropriat
ion ratio
Rgtamed earnings in previous period before 7.223.644.166.22 6,231,451 582.26 _
adjustments
Ad)ustments to opening balance of retained earnings 0.00 0.00 _
(increase +, decrease -)
Opening balance of retained earnings after adjustments 7,223,644,166.22 6,231,451,582.26
Add: Net profit attributable to parent company for the 1,502,595,840.48 1,328,499 432.05 _
current year
_ Gains from disposal of other equity instruments 101,906,354.19 77.248,253.85 _
nvestment
Less: Appropriation of statutory surplus reserve 93,945,402.42 124,879,713.89 10%
Appropriation of discretionary surplus reserve 0.00 0.00
Appropriation for dividends to ordinary shares 277,557,631.65 288,675,388.05
. Dividend to ordinary shares converted to share 0.00 0.00
capital
Closing balance of undistributed profits 8,456,643,326.82 7,223,644,166.22
(2) Profit distributions
Unit: RMB
Item 2022 2021
Dividends:
2021 year-end dividend (Note 2) 277,557,631.65 0.00
2020 year-end dividend (Note 3) -- 288,675,388.05

Dividends proposed after the balance sheet date:
2022 year-end dividend (Note 1) 0.00 0.00

2021 year-end dividend (Note 2) 277,557,631.65

Note 1: On 27 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.

Note 2: On 29 March 2022, the ninth meeting of the eighth board of directors of the Company passed the
2021 annual profit distribution plan. A cash dividend of RMB1.50 (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 2021 annual profit distribution plan. The remaining undistributed profits
are carried forward for distribution in future years.

Note 3: According to the "Profit Distribution Plan for 2020 of the Company" approved by the Company's
2020 Annual General Meeting of Shareholders on 21 May 2021, the Company distributed cash dividends to
all shareholders, RMBO.15 per share, based on the 1,924,502,587 shares, which was calculated by the
1,958,593,217 issued shares registered in China Securities Depository and Clearing Corporation Limited
(Shenzhen Branch) on 24 June 2020 with deduction of 34,090,630 repurchased shares held in repurchased
account, the total amount was RMB288,675,388.05.

43. Operating income and operating cost
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(1) Operating income and operating cost

2022 2021
Item
Revenue Cost Revenue Cost
Primary operations 17,012,733,738.86 6,160,330,584.19 15,746,624,848.53 5,604,702,296.12
Other operations 130,019,329.96 91,934,724.21 157,063,418.06 111,591,591.46
Total 17,142,753,068.82 6,252,265,308.40 15,903,688,266.59 5,716,293,887.58
(2) Primary Disaggregate information of operating income
(D Segregation by products
2022 2021
Item
Revenue Cost Revenue Cost
chemical active
pharmaceutical
ingredients (APIs) and 5,229,641,907.04 3,409,781,896.55 4,690,255,375.73 3,184,889,165.53
intermediates ({42
B J H al4A)
Chemical
pharmaceuticals (1t % 9,226,385,569.43 1,813,969,087.68 8,876,919,296.64 1,753,573,833.73
Zi1)
Traditional Chinese
medicine (+F 24 #171) 1,296,583,761.24 427,894,665.07 1,109,344,037.45 295,328,306.33
%;;J’ug;)ca' products (% 408,488,131.90 106,811,638.64 225,756,503.31 15,987,958.28
Health care products
(i fr i) 121,235,545.22 46,223,021.02 115,164,422.30 33,652,500.02
Diagnostic reagents and
equipment (i%ﬁ‘ﬁiﬁ?fﬂ& 723,535,115.00 352,636,503.06 723,917,736.81 319,168,131.72
B
Others 102,352.31 263,529.90 254,849.67 328,336.21
Subtotal Of. . 17,005,972,382.14 6,157,580,341.92 15,741,612,221.92 5,602,928,231.82
pharmaceutical industry
Service industry 6,761,356.72 2,750,242.27 5,012,626.61 1,774,064.30
Total 17,012,733,738.86 6,160,330,584.19 15,746,624,848.53 5,604,702,296.12
2 Segregation by operating location
2022 2021
Item
Revenue Cost Revenue Cost
Domestic 14,170,771,017.92 4,326,229,111.25 13,175,044,906.28 3,837,751,076.40
Overseas 2,841,962,720.94 1,834,101,472.94 2,571,579,942.25 1,766,951,219.72
Total 17,012,733,738.86 6,160,330,584.19 15,746,624,848.53 5,604,702,296.12
(3 Segregation by timing of revenue recognition
2022 2021
Item
Revenue Cost Revenue Cost
Commodities
(Recognized at a point 17,012,733,738.86 6,160,330,584.19 15,746,624,848.53 5,604,702,296.12

in time)
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@ Information of top five customers of business revenue

Total operating revenue from top five Proportion to primary operating income in

Period

customers the period (%)
2022 1,524,490,064.48 8.96
2021 1,372,032,796.69 8.71
® Segregation by other operations
2022 2021
Item
Revenue Cost Revenue Cost
Sale of raw materials 47,190,775.25 31,174,586.16 50,440,716.79 40,772,550.07
Processing fee 5,995,904.44 2,546,785.48 6,794,908.37 1,660,944.94
Rental fees 10,731,614.42 405,023.12 9,381,937.42 112,497.34
Power fee 11,028,103.39 10,220,631.76 11,855,332.16 11,464,416.78
Others 55,072,932.46 47,587,697.69 78,590,523.32 57,581,182.33
Total 130,019,329.96 91,934,724.21 157,063,418.06 111,591,591.46
44. Taxes and surcharges
Item 2022 2021

Urban construction tax 86,745,317.20 78,915,243.23

Education surcharge 64,105,649.70 57,919,345.89

Land use tax 10,656,172.45 9,853,262.81

Property tax 24,496,501.64 22,448,547.60

Stamp duty and others 13,742,716.57 13,680,250.49

Total 199,746,357.56 182,816,650.02

Note: The bases of calculations for major taxes and surcharges are set out in Note [V. Taxation.

45. Selling expenses

Item 2022 2021
Marketing and promotional expenses 4,372,087,623.70 4,477,764,584.15
Staff salaries 456,875,210.86 397,170,070.40
Entertainment and travel expenses 50,363,363.02 65,297,664.11
Conference fees 13,696,783.94 23,554,731.43
Others 57,779,474.64 63,025,095.32

Total

4,950,802,456.16

5,026,812,145.41

46. Administrative expenses

Item 2022 2021
Staff salaries 570,458,570.31 458,139,486.90
Depreciation and amortisation 113,223,517.86 118,237,699.36
Loss on suspension of operations 0.00 67,730,993.25

243



Joincare Pharmaceutical Group

Annual Report 2022

Share incentive expenses 56,241,342.12 27,642,491.39
Advisory, consultancy and information
disclosure fees 22,074,505.08 28,176,640.22
Quality project expenses 29,400,960.89 46,075,518.11
Office, entertainment and travelling
expenses 59,419,007.80 60,231,705.78
Repair of utilities, transportation and
miscellaneous expenses 32,266,815.31 41,571,843.51
Recruitment and staff training expenses 10,962,130.33 10,648,299.29
Others 98,436,741.81 80,798,766.52
Total 992,483,591.51 939,253,444.33
47. Research and development expenses
Item 2022 2021
Material costs 290,480,597.96 289,853,404.42
Staff salaries 429,267,039.97 399,459,964.18
Share incentive expenses 835,636.96 6,884,591.21
Testing fees 597,331,039.56 434,694,547.02
Depreciation and amortisation 274,454,884.02 130,493,088.54
Acquired Technology 0.00 7,318,927.47
Others 149,718,881.47 128,426,750.49
Total 1,742,088,079.94 1,397,131,273.33
48. Financial expenses
Item 2022 2021
Interest expense 139,016,104.44 90,278,042.69
Less: Interest income 395,476,309.66 191,964,051.82
Exchange gain or loss -104,462,941.41 2,737,152.59
Bank charges and others 8,475,722.01 6,054,104.82
Total -352,447,424.62 -92,894,751.72
49. Other income
Related to assets/
Item 2022 2021 Related to income
Government grants 132,272,375.37 59,110,913.13 Related to assets
Government grants 154,570,556.96 186,224,227.56 Related to income
Handling fees for tax withholding 3,025,074.11 2,011,794.27
Total 289,868,006.44 247,346,934.96

For specific information on government grants, please refer to Note V. 62. Government grants for details.

50. Investment income

Item 2022 2021

Long-term equity investments income under equity method

70,577,657.04 10,281,021.59
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Investment income from disposal of long-term equity investments 4,242,404.46 -9,552,139.31
Inve'stment 'income from financial assets held for trading during the 306.526.30 2.421,216.08
holding period '
Dividend income from other equity instrument investments 18,713,637.23 37,114,395.95
gla\?deiitglent income from disposal of financial assets held for -37.867,110.74 31,616,770.34
Total 55,973,114.29 71,881,264.65
51. Gains from changes in fair value
Source of gains from changes in fair value 2022 2021
Financial assets held for trading -75,650,657.64 -23,363,035.92
Including: Debt instruments investment -5,873.00 30,410.89
Equity instruments investment -73,700,967.89 -17,702,179.18
Derivative financial assets -1,943,816.75 -5,691,267.63
Financial liabilities held for trading -612,332.19 -143,090.17
Including: Derivative financial liabilities -612,332.19 -143,090.17
Total -76,262,989.83 -23,506,126.09
52. Credit impairment loss (‘- for loss)
Item 2022 2021
Bad debts of accounts receivable -2,978,050.82 -9,189,454.14
Bad debts of other receivables -1,145,692.55 1,165,341.94
Total -4,123,743.37 -8,024,112.20
53. Assets impairment loss (“-” for loss)
Item 2022 2021
Decline in value of inventories -120,646,933.39 -61,759,256.42
Impairment loss of fixed assets -186,548.38 -1,191,722.30
Impairment loss of intangible assets -3,207,819.01 0.00
Impairment loss of construction in progress -11,068,266.54 0.00
Impairment loss of development costs -7,518,369.12 0.00
Total -142,627,936.44 -62,950,978.72
54. Gains from disposal of assets
Item 2022 2021
Gain from disposal of fixed assets (“-” for Loss) -705,357.30 6,780,989.95
Gain from disposal of intangible assets (“-” for Loss) 0.00 17,263,196.60
Total -705,357.30 24,044,186.55

55. Non-operating income
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Amount included in

Item 2022 2021 non-recurring gains and
losses
Gains on destruction or etirement of non- 520,860.40 631,652.20 520,860.40
Income from scraps 2,478,956.98 3,106,514.85 2,478,956.98
Compensation income 542,762.41 890,504.89 542,762.41
Waiver of payables 2,671,703.10 891,816.68 2,671,703.10
Others 2,015,564.68 3,121,342.24 2,015,564.68
Total 8,229,847.57 8,641,830.86 8,229,847.57
56. Non-operating expenses
Amount included in non-
Item 2022 2021 recurring gains and
losses
Donation expenses 12,116,987.32 29,101,247.20 12,116,987.32
Loss on retirement of non-current assets 17,045,450.21 7,057,428.39 17,045,450.21
Others 2,898,248.53 3,220,598.10 2,898,248.53
Total 32,060,686.06 39,379,273.69 32,060,686.06
57. Income tax expenses
(1) Details of income tax expenses
Item 2022 2021
Current income tax 489,730,614.81 375,813,164.01
Deferred income tax 72,278,243.88 -36,332,858.72
Total 562,008,858.69 339,480,305.29
(2) Reconciliation between income tax expenses and accounting profits:
Item 2022 2021
Profit before tax 3,456,104,955.17 2,952,329,343.96
Income tax expenses calculated at legal/applicable tax rate 864,026,238.79 738,082,335.99
Effect of different tax rates applicable to subsidiaries 7,219,165.25 -157,284.13
Effect of tax reduction and exemption -608,357,224.56 -461,501,254.72
Effect of non-deductible costs, expenses and losses -1,338,352.12 11,222,334.85
Effect of deductible tax losses for which no deferred tax assets 1,400,449.92 11.262,016.75

were recognised in prior periods

Effect of deductible tax losses or deductible temporary differences

for which no deferred tax asset was recognised in the current 237,204,163.65 91,064,540.85
period
Others 64,655,317.60 -37,968,350.80
Income tax expenses 562,008,858.69 339,480,305.29
58. Notes to cash flows statement
(1) Other cash received relating to operating activities
Item 2022 2021
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Government grants 239,196,300.96 231,492,540.63
Interest income 324,250,238.72 177,822,721.68
Recovery of employee loans 7,299,222.31 8,237,323.25
Security deposits 67,623,532.89 75,737,734.89
Compensation received 1,175,630.74 83,043.02
Current accounts and others 44,100,808.77 51,664,073.17

Total 683,645,734.39 545,037,436.64

(2) Other cash paid relating to operating activities

Item 2022 2021
Office Expenses 97,503,048.97 98,749,129.18
Travel expenses 30,372,654.60 69,905,127.66
Business entertainment expenses 69,811,587.72 84,266,002.56
Freight expenses 50,691,409.60 107,473,996.66
advertising fee 630,941.00 3,789,481.18
Conference fees 17,972,567.21 34,011,851.22
Agency and consulting services fees 35,039,742.74 43,892,772.99
R&D expenses 808,023,085.72 756,535,241.25
Bank charges 7,927,848.89 5,874,566.03
Petty cash 510,948.05 1,008,235.84
Business promotion expenses 4,634,065,689.94 4,832,518,720.60
Letter of credit and bank acceptance deposit 1,676,708.15 33,459,360.54
Other expenses paid and current accounts 157,458,032.58 214,400,075.57

Total 5,911,684,265.17 6,285,884,561.28

(3) Other cash received relating to investing activities

Item 2022 2021
Structured Deposits and Term Deposits 0.00 100,000,000.00
Security deposits 7,405,431.82 12,557,736.54
Compensation for demolition 6,000,000.00 0.00
Withdrawal of Treasury bonds and margin 158,470.77 1,013,650.67
Others 0.00 2,700.00
Total 13,563,902.59 113,574,087.21

(4) Other cash paid relating to investing activities

Item 2022 2021
Fixed deposits 1,084,392,104.38 50,000,000.00
Security deposits 5,755,128.00 235,000.00
Foreign exchange forward contract losses 30,021,080.39 2,831,260.72
Others 150.00 3,779.69
Total 1,120,168,462.77 53,070,040.41
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(5) Other cash received relating to financing activities

248

Item 2022 2021
Equity Transfer fee paid to Guosen Securities Employee 0.00 30.992.700.00
Stock Ownership Plan Account T
gzllection and advance payment of individual income 347.182.11 6.859,477.42
Discount of acceptance bills 380,719,088.50 0.00
Total 381,066,270.61 37,852,177.42
(6) Other cash paid relating to financing activities
Item 2022 2021
Repurchase of shares 780,551,259.85 938,084,088.14
Capital reduction in minority interests in subsidiary 0.00 324,225,000.00
Rental payments 32,925,995.59 27,862,261.10
gzllection and advance payment of individual income 1.237.210.80 1.716,145.57
Dividend handling fee 0.00 152,691.48
GDRs issuance fees 16,003,722.82 0.00
Others 624,000.00 0.00
Total 831,342,189.06 1,292,040,186.29
59. Supplement to cash flow statement
(1) Supplement to cash flow statement
Supplement information 2022 2021
1. Reconciliation of net profit to cash flow from operating
activities:
Net profit 2,894,096,096.48 2,612,849,038.67
Add: Assets impairment loss 142,627,936.44 62,950,978.72
Credit impairment loss 4,123,743.37 8,024,112.20
Depreciation of fixed assets 615,224,869.47 540,627,410.92
Amortisation of right-of-use assets 32,367,074.98 26,000,791.57
Amortization of intangible assets 190,110,160.68 53,826,067.53
Long-term prepaid expenses amortization 58,054,847.07 43,989,121.05
%e(:szsssgsd(ig;ia;;fnﬁie”c)l assets, intangible assets and other long- 705,357.30 -24.044,186.55
Loss on retirement of fixed assets (Gain as in “-”) 16,524,589.81 6,425,776.19
Losses on changes in fair value (Gain as in “-”) 76,262,989.83 23,506,126.09
Financial expenses (Gain as in “-”) 28,611,954.30 100,946,504.76
Investment losses (Gain as in “-”) -55,973,114.29 -71,881,264.65
Decrease in deferred tax assets (Increase as in “-”) 18,519,526.08 -75,082,337.68
Increase in deferred tax liabilities (Decrease as in *“-) 53,643,688.28 28,755,973.72
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Supplement information 2022 2021
Decrease in inventories (Increase as in “-”) -604,732,283.55 -306,334,662.14
Decrease in operating receivables (Increase as in “-") 2,380,941,083.00 -1,593,686,129.41
Increase in operating payables (Decrease as in “-”) -1,924,536,232.01 1,036,581,635.58
Others 51,132,852.05 89,634,088.67
Net cash flows from operating activities 3,977,705,139.29 2,563,089,045.24
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
Fixed assets acquired under finance leases 0.00 0.00
3. Net increase / (decrease) in cash and cash equivalents:
Cash and bank balance as at end of year 14,178,465,686.40 11,697,518,141.18
Less: cash and bank balance at beginning of year 11,697,518,141.18 12,122,781,311.49
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 2,480,947,545.22 -425,263,170.31
(2) Net cash paid for acquisition of subsidiaries during the year
None.
(3) Net cash received from disposal of subsidiaries during the year
None.
(4) Details of cash and cash equivalents
Item 2022 2021
I. Cash 14,178,465,686.40 11,697,518,141.18
Including: Cash on hand 231,883.95 225,179.98
Cash at bank readily available for payment 14,164,236,988.28 11,554,754,721.43
Other monetary fund readily available for payment 13,996,814.17 142,538,239.77
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 14,178,465,686.40 11,697,518,141.18

Cash and cash equivalents do not include any cash and cash equivalents that are restricted in use.

60. Ownership or using rights of assets subject to restriction

Item Carrying value at

Reason of restriction

year end
Other monetary funds 1,392,407.76 Security deposits of letters of credit, bank acceptance bills
and forward settlement
Notes receivable 469,659,266.19 Bills pool business, pledge notes receivable
Total 471,051,673.95

61. Items in foreign currencies
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Item

Balance in foreign currency

Conversion

rate

Equivalent RMB balance at year

at year end end

Cash and bank balances

Including: HKD 771,333,142.89 0.89327 689,008,756.54
Euro 94,684.76 7.4229 702,835.51
usD 257,758,337.95 6.9646 1,795,183,720.46
MOP 4,921,985.97 0.8681 4,272,776.02
JPY 344,798,878.00 0.052358 18,052,979.65
GBP 1,940.10 8.3941 16,285.40

Accounts receivable

Including: USD 71,530,369.45 6.9646 498,180,411.07
MOP 1,264,788.45 0.8681 1,097,962.85

Other receivables

Including: USD 21.21 6.9646 147.72
HKD 3,189,409.63 0.89327 2,849,003.94
MOP 581,188.00 0.8681 504,529.30

Other current assets

Including: USD 13,326,786.67 6.9646 92,815,738.44

Short-term loans

Including: USD 1,933,328.53 6.9646 13,464,859.86

Accounts payable

Including: USD 512,475.01 6.9646 3,569,183.45
Euro 5,665.41 7.4229 42,053.77
JPY 279,370,752.84 0.052358 14,627,293.88
Swiss Franc 18,810.00 7.5432 141,887.59

Other payables

Including: HKD 2,892,127.05 0.89327 2,583,450.33
USD 4,015,670.14 6.9646 27,967,536.26

62. Government grants

(1) Government grants recorded as deferred income and measured at gross amount method subsequently

Item Related to
Projects with grants Category Beginning balance Additions in the Transfer to profit Other Closing balance prgsented in  assets/
year or loss movement income Related to
statement income
Laboratory project of
respiratory system inhalation . .
preparation engineering Financial 5 501 ,550.00 000  1616,100.00 000 188545000 Otherincome  eated [0
laboratory project (¥ Z 45 allocation assets
W N 77 AR S == 350 H )
Construction of a recycling
production base for i i
carbapenem products (% Hinancial 3,625,000.00 0.00 0.00 000 362500000 Other income " elated o
allocation assets

IR AP AL 7 2
)
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Item Related to
Projects with grants Category Beginning balance Additions in the Transfer to profit Other Closing balance prgsented in  assets/
year or loss movement income Related to
statement income

Construction of an integrated
production line for fully
automatic blister-type dry . .
powder inhalant micro-filling ~~ Financial 927,666.66 0.00 242,000.04 0.00 685,666.62 Other income ~ Reated to
and winding (4 [ 31 S A allocation assets
TR RS 555
— A PR R )
Change in National Science
and Technology Major
Project* Research funding for . .
lipid injection * Baiyunshan Financial 150,000.00 0.00 150,000.00 0.00 0.00 Other income ~ Re1ated to
Hanfang transfer (|& 5 &k allocation ’ ! assets
A TR H AR T R BT
RAET*H B WD HEN)
Research on common key
technologies for the large-
scale development of new Financial . Related to
inhalation preparations (J%  allocation 365,700.00 0.00 365,700.00 0.00 0.00 Other income assels
W HRI TR RS A e R 56
AW )

2021 Shenzhen Sponge City
Construction Fund

k3 - .

e Shenzh ’j;o‘gvfg% Financial 000 89523200  134,284.80 0.00 760.947.20 Other income <0140 10
YT v T 5L % <6 4 iy
*EYITIK 5 JR)
Large-scale development
;?g;;?;ltrg;sn?%ggil%]ﬁu aﬁ;gg;‘tclg: 2,262,600.00 0.00 582,600.00 000  1,680,000.00 Other income Re'a;‘;gett"s’
FASAL R AN )
Project Subsidy of Marine
;ﬂl@ﬁ;gﬁé&cﬁ?gﬁnﬁfﬁ# Financial - 23,840,000.00 000  19,562,000.00 000 4278,000.00 Other income 1wl {0
)
New inhalation drug
g}g@?@ggﬁ%gﬂ% aﬁ;g?gﬁﬁ: 67,24840000 634950000  52,689,525.12 000  20,908,374.88 Other income Re'a;gett‘s’
H)
Zhimu total sapogenin project Financial - Related to
(s T H ) allocation 8,900,000.00 0.00 0.00 0.00 8,900,000.00 Other income assets
Glucocorticoid inhalation . .
suspension project (ki iz nancial 3,600,000.00  3,600,000.00 0.00 0.00 7,200,000.00 Other income ~ Re1ated to
g allocation assets
IETH)
Government funding for small ) .
molecule peptide project (& aﬁ;gsgg:;: 319,999.80 0.00 80,000.04 0.00 239,999.76 Other income Re'a;‘:gett‘;
YA TN TRRIE )
Leulu total sterone project (J Financial . Related to
7 A ) allocation 2,500,000.00 0.00 0.00 0.00 2,500,000.00 Other income assets
R&D of active substances
with bone and joint repair and X .
health care functions(£.4 Fnanctel 957,649.92 0.00 119,706.24 0.00 83704368 Other income o0 10
(BXEE ) P Lo assels
TEETITR)
Key technology research and
development of budesonide - .
nebulized inhalation solution ~ FInancial 5 558 335 53 0.00 350,000.04 000 215833329 Otherincome ~elatedto
(B g e allocation assets
BHEARTR)
Return of land holding tax (£ Financial . Related to
Hy i FIBLIRIE) allocation 3,567,661.42 0.00 107,029.80 0.00 3,460,631.62 Other income assets
Subsidies for the development
?:d%';f;;n ?g;g'%ﬁg%iw Firancial - 40,741,354.94 000  1,219,19268 000  39522,162.26 Otherincome o wcd 10
JESCREBE G )
Innovation coupon (Jingjin . .
filter press equipment) (i aﬁ;gg;‘tcl:f:: 233,332.79 0.00 80,000.04 0.00 153,332.75 Other income Re'a;‘;gettz
FFCREEIE R )
Xinxiang High-tech Project Financial Related to
Fund Support (i £ s AR allocation 1,861,111.08 0.00 56,397.36 0.00 1,804,713.72 Other income acsets

Ui H % k)
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Item Related to
Projects with grants Category Beginning balance Addlt;?er;srln the Trans;firlggsproflt mg\)/ter:g;nt Closing balance pr?iig:f}g n R;?f; 3/,[0
statement income
Research on Common Co-
construction Technology of
Pharmaceutical Inhalation . .
Preparations (JF & X WER  Financial 5 506 50000 2,000,000.00 0.00 000  4800,000.00 Otherincome ~ eldted to
EHONTE AL TH: 25 allocation assets
it RN A 7R e T g R
WH4t)
Research and development of
respiratory system drug and
clinical research technology . .
service platform project talent ~ Financial 1,500,000.00 50,000.00 0.00 000  1550,00000 Otherincome ~elatedto
funding (WP 2 B 25 4B allocation assets
Il AR B ANR S & T
HAA 4 5)
Science and technology help
the economy key special i i .
orajoets (FLSL I Ay Ao 11 Financial 500,000.00 0.00 0.00 0.00 500,000.00 Other income <2224 10
EI0)
City Service Development Financial ) Related to
Special (7 5 & 2L T50) allocation 800,000.00 0.00 0.00 0.00 800,000.00 Other income assets
Patent funding (<& 1% ilh) aﬁ;gg‘g'ﬂ 200,000.00 0.00 0.00 0.00 200,000.00 Other income Re'a;gett‘;
2020 Shanghai Professional
Technology Platform
‘;jjjiﬁltfzﬁggag oy ﬁ%ﬂi% Financial - 1,000,000.00 0.00 0.00 000 1,000,00000 Otherincome <244 0
AR G fE i3 H 57
)
High-growth small and micro . .
innovation enterprises (& aﬁ;gg‘t"lﬁ: 400,000.00 0.00 0.00 0.00 400,000.00 Other income Re'a;gett‘;
KRB k)
Technology giant (BH%/NE Financial . Related to
N gy giant ( allocation 0.00 1,200,000.00 0.00 0.00 1,200,000.00 Other income assets
First application for corporate
?fsgfsgt?gl(}ﬁjf;{sj;%i aﬁ;(’)‘gg‘f‘:ﬁ: 0.00 120,000.00 0.00 0.00 120,000.00 Other income Re'a;‘;gett"s)
Ji& T B 5 5 )
Research and development
subsidy for w-3-Fish Oil
Medium and Long Chain Fat Financial . Related to
Emulsion Injection (-3 43l allocation 350,000.00 0.00 350,000.00 0.00 0.00 Other income assels
FR A g U7 LA SRR 9
TrR M)
Atmospheric environmental
quality improvement subsidy
];mfoﬁmjgigﬁty Financial 000 16150400 3,588.98 0.0 157915.02 Other income R4 10
improvement subsidy (K<,
FREE T R T AR ) B 462)
R&D and industrialization of
ggjﬂ‘@ ;aﬁpur%ﬁ;}:éi;; aﬁ;g?gﬁg: 16,078,166.25 000  4,910,000.04 000  11,168,166.21 Other income Re'agzgett‘s)
BB iAk)
Research and development
funds for new drug for Class |
Treatment of Necrosis Factor i i
in Human Tumour from Financial g 000,000.00 000 592400000 2,076,000.00 0.00 Other income ~ Related to
Human Source (I 253677 A allocation income
FAHUN IR T o B
v B BUROBT 250 ) 1 42)
Strategic emerging industries
2@?:;;&;?3'?;35':‘;;% Finandial  16,700,000.00 0.00 0.00 0.00  16,700,000.00 Other incorme o woe 10
B L (ZERERIR) )
Fund for industrialization of
rolonged-action microsphere i i .
P oparation (EACEORIIAIG  llomticn  12550,000.00 0.00 0.00 0.00  12550,000.00 Other income o wod 1©
AR I
Construction project for Financial 5 719 505 48 000  2,405309.88 000  18314,195.60 Other income ~ clated 0
industrialization of allocation assets
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Projects with grants

Category Beginning balance

Additions in the Transfer to profit

year

or loss

Other
movement

Closing balance

Item
presented in
income
statement

Related to
assets/
Related to
income

prolonged-action microsphere
preparation (phase 1) (2%
R e (—
WTHE))

Project subsidy from the
Ministry of Industry and
Information Technology (T
MEAIE ST E *hBhEK)
Project subsidy from the
Ministry of Industry and
Information Technology (T
MEAIE ST E *hBhER)
Construction of Drug
Conformity Evaluation
Research Center Platform (%
P — BRI SO T
#)

R&D and Commercialisation
of Mouse Nerve Growth
Factor for Injection (V=5 F
B 22 A R T R B
1£)

Demonstration project on the
application of solar
photovoltaic architecture (&
FH B 't R A B FH 2RV 3
H)

Subsidy for the Tender of
Technology Upgrade Project
for PVC Soft Bag Supported
by Provincial Finance
Departments (& I Hi
BUEFRIE #h B4 PVC K
4%

Technical transformation
project of Shengi Fuzheng
Injection with flexible bag (%
IS(BECHIETEIHR) He s
)

Provision for technology
transformation funds and
subsequent grants (3 A Bii
BB S R
Provision for technology
transformation funds and
subsequent grants (3 A Biis
REIRR L H R
Electricity distribution
transformer performance
enhancement for energy-
saving and emission reduction
projects (Energy-saving and
emission reduction projects
(ReIRARm H) ) FEr Ak
AL AIRF)

R&D and industrialization
team of chemical drug liquid
preparation (£ 243 A 1 77 i
KRG AL EIBL)

Innovation capacity building
of technology center
(antibody laboratory) (A
LRI SR (A2
WHE) )

Innovation capacity building
of technology center
(antibody laboratory) (A H
LBIFTRE IR B
LG E) )

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

2,400,000.00

1,366,750.00

1,040,000.14

40,045,946.93

2,455,499.43

2,703,484.56

15,676,470.62

5,459,555.72

7,359,670.81

380,000.00

1,534,833.44

4,802,478.80

166,439.46

234,000.00

0.00

231,000.00

159,999.96

10,560,089.28

1,102,000.08

403,699.30

3,823,529.40

1,129,563.36

1,783,368.48

48,000.00

57,999.84

514,338.20

6,747.52

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

2,400,000.00 Other income

1,135,750.00 Other income

880,000.18 Other income

29,485,857.65 Other income

1,353,499.35 Other income

2,299,785.26 Other income

11,852,941.22 Other income

4,329,992.36 Other income

5,576,302.33 Other income

332,000.00 Other income

1,710,833.60 Other income

4,288,140.60 Other income

159,691.94 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
assets

Related to
assets

Related to
income
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Item Related to
Projects with grants Category Beginning balance Additions in the Transfer to profit Other Closing balance prgsented in  assets/
year or loss movement income Related to
statement income
Achievement transfer of
blood screening (BCI) nucleic . ial lated
acid detection testing (1iLzf | nencia 3,961,282.44 0.00 631,622.73 000  3320,650.71 Other income < red 12
# (BC) MmfmRAE 2" assets
P32
Technological upgrading and
transformation projects of
workshop for acarbose (APIs i ial lated
for a-glucosidase inhibitor) F”'“anc.'a 464,285.80 0.00 107,142.84 0.00 357,142.96 Other income ~ e1ated t0
(a-HI BT L MBI allocation assets
R R A 7 4R R T2 T
PHEARLBEIH)
R&D and industrialization of Fi ial Related
Statins (WL g 27T 25254 Allocate 30,000.48 0.00 30,000.48 0.00 000 Other income ~ "c° 2 10
HIRER 5 7l Ak)
Scientific technology award
and subsidy for technological Financial . Related to
innovative project (-2 H A allocation 28,566.20 0.00 28,566.20 0.00 0.00 Other income assets
R RFHBIHIE Bt i)
Scientific technology award
and subsidy for technological Financial . Related to
innovative project (-2 H A allocation 2,200,000.00 0.00 0.00 0.00 2,200,000.00 Other income income
2 RFEBIHIE Bt i)
Zhuhai industrial enterprise
“cloud and platform” service i ial Related
coupons supporting funds (¥ aTEE 89,431.86 0.00 25,540.86 0.00 63,891.00 Other income eif]foni‘;
Wkl “x B Fae”
MRS F5 3 FE B 42)
Commissioner workstation Financial ) Related to
(KRR BT A 3 allocation 85,000.00 0.00 60,000.00 0.00 25,000.00 Other income assets
Industrial revitalisation Fi ial Related t
supporting funds (7=l {4 inancia 2,445,500.01 000  1,158,000.00 000  1,287,500.01 Other income ciaed 10
R4 allocation assets
NI DT
Phase IV clinical study of
innovative drug llaprazole (£ Financial . Related to
R IV W R allocation 8,210,800.00 0.00 8,210,800.00 0.00 0.00 Other income assets
W)
Government grant for Fi ial Related t
industrial transformation (T "'“anc.'a 308,333.75 0.00 199,999.92 0.00 108,333.83 Other income ¢ arca 10
L IERH R ¥ ) allocation assets
New industrialization Fi ial Related t
development grant (7% Tll II'”""“C.""‘ 3,584,066.38  1,801,800.00 350,000.04 0.00 5,035,866.34 Other income o acd t0
LRI %) allocation assets
Policy fund for leading
industrial enterprises loan Financial . Related to
Interests (T 3k Il 552k allocation 366,666.57 0.00 200,000.04 0.00 166,666.53 Other income assets
T B BUR B 42)
Supporting funds for five
advantageous industrial Fi ial Related t
clusters and one high-tech inancia 300,000.20 0.00 99,999.96 0.00 200,000.24 Otherincome e 10
industry (Tift— bk v allocation assets
%)
Capital project for innovation
and entrepreneurship team Financial . Related to
funding program (&7 G allocation 12,500,000.00 0.00 750,000.00 0.00 11,750,000.00 Other income assets
HIRABE BRI Bt 4100 H )
2020 Zhuhai City Innovation
and Entrepreneurship Team i ial Related
(Nanocrystalline) (2020 4/ PaiEie 1,500,000.00  3,500,000.00 0.00 000 500000000 Other income o1 oc 10
TR @k OO assets
fi) )
Fund for R&D and
industrialization of innovative i ial Related
Ilaprazole series (£ ¥z 7 a|||232tc|$ 5,600,000.00 000  5,600,000.00 0.00 0.00 Other income ¢ a;‘;sett‘s)
BICIH 2 i S liAk) )
TiH 5i4)
Key projects of industrial core Financial Related to
and key technologies of allocation 3,000,000.00 0.00 0.00 0.00 3,000,000.00 Other income assets

Zhuhai (Ryanodex) (Zkif 1li
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Item Related to
Projects with grants Category Beginning balance Additions in the Transfer to profit Other Closing balance prgsented in  assets/
year or loss movement income Related to
statement income
PV AZ O RIS R AR I T
FIH (ke )
Data-driven industrial chain
collaboration platform . .
demonstration project (X4 Financial 3,650,000.00 0.00 730,000.00 0.00 2,920,000.00 Other income " <e1ated to
R I e L s allocation assets
TiH)
Fund for key projects of
industrial core and key
LeathE;) Lﬁ'gggﬂgf;ﬁ " aﬁ;gggg:f}: 2,000,000.00 0.00 0.00 000  2,000,000.00 Other income Re'a;‘zgett‘;
BERCR ST I E B4
(B —Hit))
Innovative drug of llaprazole . ial Related t
sodium for injection (£13724 aﬁ;gg‘t"lg 2,400,000.00 0.00 120,000.00 000  2280,000.00 Other income ¢ aazset‘;
VRS S R M L 7))
Technological transformation
g;’gi%:;g%g;ﬂgg aﬁ;gg‘t"lgﬂ 1,533,100.00 0.00 0.00 000  1533,100.00 Other income Re'a;gett‘;
TiH)
Advanced Pharmaceutical
gﬂe?cuhfr?f;ﬁ:ilgg ll:’r::;::;t(ylal& j.‘;‘i;gg! 675,000.00 0.00 90,000.00 0.00 585,000.00 Other income Re'a;gett‘;
24 it ) 1 FLIR AR AT I H )
Cleaner Production Audit Financial ) Related to
Project (7 & A 1= K151 H ) allocation 180,000.08 0.00 9,999.96 0.00 170,000.12 Other income assets
Green factory (4465 T ) aﬁ;gg;‘tcl'g:: 1,131,666.71 0.00 129,999.96 000  1,001,666.75 Other income Re'a;*s’gett‘s’
HCG PROJECT . .
CONSTRUCTION (HCG i Financial 3,387,835.84 0.00 395,649.96 000  2,992,18588 Otherincome ~ <elated to
H ki) allocation assets
Sewage treatment system . ial |
upgrade project (i KibFEE | e 64,239.92 0.00 8,030.04 0.00 56,209.88 Other income ¢ a;:gett(s)
GH-HSGEDH)
R&D and industrialization of
Recombinant Human . .
Chorionic Gonadotropin for ~ Financial 137 55 49 0.00 150,000.00 0.00 987,500.00 Other income ~ e1ated 0
Injection (V6 ) 3 41 A 21 allocation assets
TR AR S Ak)
Development and
Industrialization of
Cyclosporin Self-emulsifying . .
Soft Capsules with High Financial 0.00 800,000.00 14,000.00 0.00 786,000.00 Other income ~ cated t0
Technology Barriers (&K allocation assets
SRR R E AR TR
TR I R B = AR )
Guangdong Provincial Key
Laboratory of Characteristic i i
Drug R&D Enterprises (/"% Financial 0.00  1,000,000.00 58,333.31 0.00 941,666.69 Other income ~ e1ated to
S (L5 TR {8 75 allocation assets
1%%)
Subsidies for online
monitoring equipment and . .
installations of coalfired Financial 82,500.00 0.00 22,500.00 0.00 60,000.00 Other income ~ elated to
boilers (A1 8317145 oo allocation assets
WARREMND)) EE)
Funds for joint R&D and
industrialization of integrated
Elzgﬁggii‘s”(g"ﬁg‘f}jﬁk% Financial 181,632.12 0.00 127,715.81 0.00 5391631 Other income ~© oea 10
W & A VERER Bk
fr)) Bi)
Project supporting fund for
the first batch of special funds
for scientific and i i
technological innovation in Financial 600,000.00 0.00 0.00 0.00 600,000.00 Other income ~ e1ated to
allocation assets

2019 (2019 SFEEH—HERHY
AHT LI G L TR B
1)
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Projects with grants

Category Beginning balance

Additions in the Transfer to profit

year

or loss

Other
movement

Closing balance

Item
presented in
income
statement

Related to

assets/

Related to

income

Provincial industrial
innovation (provincial
enterprise technology center)
project in 2019 (2019 E %4
FElAET (B R AR
) BH)

China Postdoctoral Science
Foundation subsidy funds (+
(B W EPE Ko 28 S eh A
#)

Pre-appropriation of special
grants for industrialization of
diagnostic reagents for
COVID-19 (¥ B 5e IR Bk
WA LA TR E A4 T
%)

Xiangzhou District equipment
purchase subsidy supporting
funds (Special funds for
epidemic prevention and
control) (7 X R A3 45 #b
IR FF B 4 (ETE I35 I
B8)

Zhuhai innovation and
enterprising team and high-
level talent enterprising
project Phase | funds (217
BT ML B JE IR A A
BNVIR H B )

Overall relocation and
deployment expansion project
CEAMLT Ty @A)
Environmental protection
bureau RTO project special
funds ()= RTO 3 H #
%)

Structure-efficiency
optimization of marine
microorganisms and
evaluation of antitumor
activity (EFEEAE IR AR
S HUMRIEEPET)

R&D and demonstration of
key technologies for the
development and utilization
of swim bladder (golden
oyster) marine traditional
Chinese medicine resources
(R G M) Vv b 2t
VST R 5T SR AR
57R1E)

2022 Special funds for the
reconstruction of the
industrial base and the high-
quality development of the
manufacturing industry from
the central finance (2022 4=
Fp R I IS M il P AN
TN e R R U 4)
ANTE)

National Science and
Technology Major Special
Project Subsidy Fund
LZMO009 (H X FHEE K&
T H 5 %
LZMO009)

Xiangzhou District actively
responds to the impact of the
epidemic and maintains
stability, innovation drives
technology industry project

Financial
allocation

Financial
allocation

Financial
allocation

Financial
allocation

Financial
allocation

Financial
allocation

Financial
allocation

Financial
allocation

Financial
allocation

Financial
allocation

Financial
allocation

Financial
allocation

1,046,533.33

80,000.00

4,116,415.65

11,467.25

12,000,000.00

20,000,000.00

179,999.96

312,366.27

0.00

0.00

0.00

0.00

30,000,000.00

750,000.00

32,740,000.00

4,744,900.00

1,644,800.00

967,303.60

6,283.19

26,694.08

2,317.04

0.00

0.00

20,000.04

213,157.10

0.00

4,774,583.31

2,362,093.09

0.00

0.00

73,716.81

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

79,229.73 Other income

0.00 Other income

4,089,721.57 Other income

9,150.21 Other income

12,000,000.00 Other income

50,000,000.00 Other income

159,999.92 Other income

99,209.17 Other income

750,000.00 Other income

27,965,416.69 Other income

2,382,806.91 Other income

1,644,800.00 Other income

Related to
assets

Related to
income

Related to
assets

Related to
assets

Related to
assets

Related to
assets

Related to

assets

Related to
income

Related to
income

Related to
assets

Related to
assets

Related to
income
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Item Related to
Projects with grants Category Beginning balance Additions in the Transfer to profit Other Closing balance prgsented in  assets/
year or loss movement income Related to
statement income
(& I X RS RS A 1 5%
Wi GRS AT SR SR 2 Tl 4y
)
Total 433,543,352.40 91,591,736.00  138,448,104.04 2,149,716.81  384,537,267.55
(2) Government grants recognized in income for the year by gross method
Amount recognised reclgmn(;g:c} in Presented in Related to
Projects with grants Category in profit or loss in rofi tgor loss in income assets/ Related
prior year p statement to income
the year
. . UGN Financial - Related to
Social security subsidy (# {4k 3h) allocation 72,684.89 226,308.66  Other income income
, Financial ) Related to
Patent grant (% 7k Hfy) allocation 300,000.00 2,500.00 Other income income
R - SV Financial . Related to
Job stabilization subsidy (%2 > i) allocation 122,853.35 1,075,941.53  Other income incame
. . N Financial . Related to
Electricity subsidy (FH Hi#b ) allocation 1,245,193.22 570,533.30  Other income income
. ) N Financial . Related to
Maternity benefits (4E & ) allocation 298,510.00 404,108.83  Other income income
. . e Financial . Related to
Export credit insurance subsidy (H 1115 £ #MI) allocation 364,900.00 1,126,400.00 Other income income
New inhalation drug formulation creation project (i %4 Financial -
WA GIEITR ) allocation 0.00 53,637,825.12  Other income Related to assets
Budesonide project acceptance transferred to other Financial .
income (A 2 46 51 F B lic it Fo Aot 25) allocation 1,991,666.67 350,000.04 Other income Related to assets
. . 5 NS Financial - Related to
A
Enterprise R&D investment plan (4 )MV & # A i1Xi) allocation 2,000,000.00 0.00 Other income income
- . TR Financial - Related to
S "
Job training subsidy (i& 535G ) allocation 236,835.00 0.00  Other income incame
Construction of an integrated production line for fully
automatic blister-type dry powder inhalant micro-filling Financial .
and winding (4 F Zhif B TR R A i 5 % allocation 1,492,333.34 0.00 Other income Related to assets
Si— LA P S AR
Study on the technology of antifungal drug caspofungin Financial .
(LB 2RI T 209 allocation 1,500,000.00 0.00 Other income Related to assets
Laboratory project of respiratory system inhalation Fi ial
preparation engineering laboratory project (M 28 48 alllgggt??n 1,346,750.00 0.00 Other income Related to assets

AHIFI CARSEI =T H )
Laboratory project of respiratory system inhalation i ial
preparation engineering laboratory project (M 28 481 inancia 0.00 1,616,100.00  Other income Related to assets

, allocation

N HIF TSR =T H )
The 9th batch of job training subsidies for enterprises in i ial Related t
Yantian District in 2020 (2020 4 & FH X £l i £ 1 inancia 2,880,000.00 0.00  Other income e.atea o
N Ny allocation income
FMIGERS 9 HEIK)
The first batch of funding support for the development of Fi ial Related t
science and technology industries in 2021 (2021 4F55— alllgcagtci?n 3,000,000.00 0.00 Other income eii(?omg
R VR T 55 Bk B 1)
2015 Pilot Project of United Development of Emerging
Strategic Industrial Regions in Guangdong Province Financial .
(2015 45 545 KR PE 37 247l [X B 85 28 4 P ot 070 allocation 9,500,002.00 0.00 Other income Related to assets
H)

- . A IS 5 4 . .
Funds allocated by the Ministry of Finance (JffI 44 Financial 1219,192.66  1219,192.68 Other income Related to assets
BT 4) allocation
Special funds for corporate R&D financial subsidies in Financial . Related to
2020 (2020 SNV A& T BCRM B 1515 4) allocation 720,000.00 0.00  Other income income
The third batch of biopharmaceutical industry leader (5 Financial . Related to
Y 2 ) allocation 500,000.00 0.00 Other income income
Compensation for temporary land occupation at Fi ial Related t
Songping Station of Metro Line 13 (b#k 13 ‘S £EfabF alllgcagtci?n 0.00 361,614.00 Other income eii(?omg
I I o M)

PN N Financial . Related to

= e NF 4

Quarterly property tax relief (J % — N2 R 55 P Ft) allocation 0.00 583,508.46  Other income income
Amortization of Deferred Earnings*Marine Projects (# Financial .
B RS T H ) allocation 0.00 19,562,000.00 Other income Related to assets
Quality brand double promotion support plan (/5 & i kit Financial : Related to
SR TR ) allocation 400,000.00 0.00 Other income income
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The first batch of funding for the 2020 Enterprise
Research and Development Funding Program (2020 4E 4>
VA A R B BRI — B )

Deferred income 44 * |l 5% B k4 I 01 H 3 53 iR B
LB (C 5

Industrial value-added growth rate projects (M3 i {E
AR H )

2021 Annual Industrial Added Value Growth Standard
Award (2021 4/ Tk 3 hiqE i s i bR 22 f5h)

2022 Industrial Enterprise Expansion and Efficiency
Support Program Funding (2022 4 Tk AV =54 5%
FRFFHRI B2 1)

2022 High-tech Enterprise Cultivation Funding First
Batch of Grants Shenzhen Science and Technology
Innovation No. 202225 (2022 4 i Hi B AR Al b 75 %%
W8 —fARGRIR R QR 202225 )

2022 Industrial "Carbon Peak" Pilot Demonstration
Project Funding Fund (2022 4F TV Bz i TAER 2
RTEIH %K)

Freeze-dried raw material production line project funding
(RO = 30T H B2 7%)

Funds for Encouraging Industrial Enterprises to Expand
Production and Increase Efficiency (i Tl 7=
RO E 227%)

Preclinical study of targeted anti-tumor innovative drug
JK00265 (FFE [ /iy 1) B 254 JK00265 iR B 5¢)
Science and Technology Development Fund for
Enterprise R&D Institutions in Pudong New District (7
AT X R R SR G A VR AL 150)

Special subsidy for research and development expenses
of gazelle enterprises (I ¥4 VAT & 2 & Kb )

2022 The central government guides local science and
technology development funds (2022 4£ 7 e 5| 4 5
BHEUR RG34 40 70)

Funds to support business development (3535 /Ml & &
B)

Grant Funding for Science and Technology Projects (£}
FH A B 42)

Government grants

2022 High-tech Cultivation Fund (22 &85 & %
)

2022 Shenzhen High-tech Zone Special Fund Municipal
Funding (2022 4 £ ERII [X % 0 % <6 7 20 58 k)
In the first half of 2022, subsidies for industrial
assistance projects to help enterprises bail out (2022 4
AR TV A 27 I 55 H b )

High-tech Zone Finance Bureau’s 2021 special funds for
enterprise R&D financial subsidies (7737 X M5 2021
SRV R M B B 2 30058 4) )

High-tech Zone Finance Bureau 2022 Central Air
Pollution Prevention and Control Fund (#5387 X 4 BUR
2022 IR TS RB IR )

The second batch of funding plans for technological
transformation investment projects in 2021 (2021 £ A
BUE BB H 5 B b iHR)

2022 Shenzhen High-tech Zone Development Special
Plan Science and Technology Enterprise Cultivation
Project Subsidy (2022 4 BRI [X k& & 15t
A Al 5 & 15 H AR L RN BT =)

One-time job training subsidy (— ¢t B8 T 553114 Bh)

Government Subsidy of Special Fund for Scientific and
Technological Innovation-Shenzhen Pingshan District
Science and Technology Innovation Bureau (F}43; 613t
B TG B H BRI T 3L XRHE AT R)

Export credit insurance subsidy (H 115 £ 4Mk)

R&D subsidy (f 78T & 2 #hBh))

Research and development funds for new drug for Class |
Treatment of Necrosis Factor in Human Tumour from

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

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
Financial
allocation
Financial
allocation

871,000.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

500,000.00

800,000.00

550,000.00

0.00

0.00
0.00
0.00
0.00

0.00

0.00

0.00

0.00

1,710,000.00

0.00

0.00

1,085,794.00

1,991,489.70
6,267,222.00

0.00

0.00

500,000.00

1,145,100.00

946,624.88

1,650,000.00

500,000.00

500,000.00

2,045,300.00

620,000.00

0.00

0.00

100,000.00

400,000.00

3,543,000.00
1,500,000.00
1,400,000.00

500,000.00

750,000.00

383,300.00

320,000.00

750,000.00

0.00

500,000.00

311,875.00

0.00

2,087,098.80
1,200,440.00

5,924,000.00

Other income

Related to
income

Other income Related to assets

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

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
income
Related to
income

Related to
income

Related to
income

Related to
income

Related to
income

Related to
income

Related to
income

Related to
income

Related to
income

Related to
income

Related to
income
Related to
income
Related to
income
Related to
income
Related to
income

Related to
income

Related to
income

Related to
income

Related to
income

Related to
income

Related to
income

Related to
income

Related to
income
Related to
income
Related to
income

258



Joincare Pharmaceutical Group

Annual Report 2022

Human Source (I 257697 F NIEALHT A BIEIASER - o
B T AACHT 24 BT A B <)

Government Subsidy for Long-acting Microspheres
Major New Drug Creation (28R 8 K 37 24 ) il
JF )

R&D and industrialization of innovative llaprazole Series
LM R A BT 2R el Ak)

R&D and industrialization of innovative llaprazole Series

(Bt e 22 77 157 24 DT R B Ak
HCG PROJECT CONSTRUCTION (HCG i H % #)

Fiscal Subsidy and Operating Subsidy (JUf ECMIb & 255
BEFME)

R&D and Commercialisation of Mouse Nerve Growth
Factor for Injection (E5F H A& A= K A7l R Ko
Ak Ak)

Provincial Science and Technology Innovation Strategy
Special Fund (4 R AT I & 10055 45)

Import discount and supporting funds (i F1 % 2 K it &
B)

Promoting Imports of Foreign Trade Development
Special Fund (#1255 K e L 5t 463)

Subsidy for the Tender of Technology Upgrade Project
for PVC Soft Bag Supported by Provincial Finance
Departments (74 10 B SRR B AR T H #h b4 PVC
L7

Technical transformation project of Shenqi Fuzheng
Injection with flexible bag (4% (Z EHIEVESTR) H
SIH)

Demonstration project on the application of solar
photovoltaic architecture (A BH fig Y FL 2 58 F 7 a1
H)

Electricity Incentive Funds (FH #2250 % 45)

Subsidies for high and new technology enterprises and
high and new technology products (&= #75 A Ak % =
BRI H ANIE)

Grants to high-growth technology companies from
Dazhangjiang project A04 (KKYTIT H A04 X it
HOR A B BIEK)

Provision for technology transformation funds and
subsequent grants (8 A Buis % S PR R FE #h3)
Provision for technology transformation funds and
subsequent grants (7 AR it ¥ SRk e FHE ML)
Technology transformation of recycling system of
Acarbose project (B K5 BRI R e BRI H )
Special Fund and Encouraging funds for Energy Saving
and Emission Reduction (5 fig i T %5 4 [ 20 42)
Scientific technology award and subsidy for
technological innovative project (R} 25 A% K FHE 61
B H 9 Bh)

Patent (Intellectual Property) Support Fund (58] (%1iR
PR BB )

Reward Fund for Industry Growth and Production
Expansion (T i 386K Fe 384732 filh)

New industrialization development funds (7% T b4k,
RIEG4r)

Industrial revitalisation supporting funds (7= V3% 555
i)

Industrial supporting funds (F= V4% 42)

Employment Assurance and Re-employment and
Attraction to Graduates of Tertiary Academic Institutions
Subsidy (1ixMVAg < B T 8L AR N m R Sl 2R A
)

New Scientific Research Institution Subsidy (7 H R}
HURIRN Bl 55 )

Enterprise Technology Center Innovation Capacity
Development (Antibody Laboratory) (£i)b# A 0]
BRI B (A E) )

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

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

Financial
allocation

Financial
allocation

4,784,320.37

4,910,000.04
560,000.00
395,649.97

119,047,484.00

10,560,089.27

473,166.56
0.00

50,352.00

408,365.76

3,823,529.40

1,102,000.08

364,257.43

1,071,346.00

1,500,000.00

1,576,000.00
4,131,600.00
397,818.48

352,000.00

7,352,000.00

849,370.00

5,050,000.00

350,000.04

1,158,000.00

13,000.00

5,024,018.69

2,000,000.00

445,755.36

3,155,309.88

18,720,800.04
0.00
395,649.96

59,063,950.86

10,560,089.28

57,999.84

500,000.00

1,809,479.00

403,699.30

3,823,529.40

1,102,000.08

20,000.00

250,000.00

1,500,000.00

2,300,000.00
2,543,679.56
397,818.48

289,500.00

2,663,400.00

548,500.00

667,700.00

350,000.04

1,158,000.00

944,100.00

5,949,048.90

0.00

514,338.20

Other income Related to assets

Other income Related to assets

Related to

Other income .
income

Other income Related to assets

Related to

Other income "
income

Other income Related to assets

Other income Related to assets

. Related to
Other income income
. Related to
Other income income

Other income Related to assets

Other income Related to assets

Other income Related to assets

. Related to

Other income incame
Other income Re!ated to
income

. Related to

Other income incame
Other income Re!ated to
income

Other income Related to assets

Other income Related to assets

. Related to
Other income income
. Related to
Other income income
. Related to
Other income income
. Related to
Other income income

Other income Related to assets

Other income Related to assets

Other income Re!ated to
income

. Related to

Other income income

Other income Related to assets

Other income Related to assets
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Supporting subsidy for “Talents Plan” and subsidy for

talents introduction and cultivation ( “ AA &I Bl E %h aﬁllgggtcilcfr: 646,759.03 583,774.23  Other income Re!er\]?éin'ig
Wi e 5146 A F M)
Integrating Informatization and Industrialization Rewards Financial . Related to
(P L 222 3h) allocation 0.00 500,000.00 Other income income
Incentive funds for expansion of export scale (¥~ Hi [ Financial . Related to
BB S) allocation 519,700.00 456,300.00 Other income income
Special funds for key leading enterprises in the 13th Fi ial Related t
Five-Year Plan (2019) (- = #1804 Al % W% 4 inancia 000  14,133,300.00 Other income eated to
(2019 4F) allocation income
- - N TN Financial . Related to
Subsidies for work-based training (2L A #M%) allocation 848,400.00 395,000.00 Other income income
- . " . Financial - Related to
Subsidies for insurance fees ({75 2 F #Mik) allocation 200,000.00 609,243.30  Other income income
Special Funds for Promoting High-quality Economic Financial .
Development ({22 5 6 1 & R BT 4) allocation 357,200.00 5,741,886.91  Other income Related to assets
Special Funds for Promoting High-quality Economic Financial ) Related to
Development ({222 5 i JR 0t 5 R L T4 45) allocation 3,540,020.00 11,578,756.00  Other income income
Funds for joint R&D and industrialization of integrated Fi ial
platform for molecular diagnostics (fi2/&— 46 5 F & alllgggtcilc?n 1,368,367.87 127,71581  Other income Related to assets
Wi & IS ERT R B Ak)
Funds for industrial volatile organic pollution control Financial . Related to
projects (V3% & 1A HLis Geva I H ¥ 45) allocation 628,000.00 0.00  Other income income
Achievement transfer of blood screening BCI nucleic i ial
acid detection testing (IfiLifif# & BCI B K MIAHR inancia 2,038,717.57 631,622.73  Other income Related to assets
HEE(L) allocation
COVID-19 emergency technology special emergency i ial
fund and special grants for industrialization (77 & & R alllgggtcil(?n 1,084,784.35 26,694.08 Other income Related to assets
BB WK B AT b 42)
- . N Financial ) Related to
23 CH) e et 3ros Y
Specialized and new” subsidy ( “EAHHEH M) allocation 175,000.00 1,200,000.00  Other income income
Henggin Guangdong-Macao Deep Cooperation Zone Fi ial Related t
Factory Rental Subsidy ({3 SR A EX | B34 inancia 0.00 690,024.00  Other income elated to
M) allocation income
. . ok 40 2 3] v . .
f;uhal Investment Promotion Award (B i 47 75 5 5t Financial 0.00 600,000.00 Other income Related to
L4 allocation income
National Science and Technology Major Special Project i ial
Subsidy Fund LZMO009 ([E % R} 45 5k L T H Je 4B alllggggl(?n 0.00 2,362,093.09  Other income Related to assets
%4 LZMO009)
Data-driven industrial chain collaboration platform Fi ial
demonstration project (K4 WK Ah )=l iy 71 G 7w I;nanga 0.00 730,000.00 Other income Related to assets
) allocation
Several Measures for Payment Enterprises to Overcome
Difficulties in Response to the Novel Coronavirus Fi ial Related t
Pneumonia Epidemic-Financial Support Project Funds alllgsggloan 6,093,000.00 381,000.00 Other income ei?u?omg
(LS 97 7R e DR 283t 98 S8 1 ST il L HE G [
TE - Rh SR E BE4)
Project funds for promoting the development of the Fi ial Related t
biomedical industry (23143 247\l % it 545 HI kv 000  7,65180.00 Other income eatec 1o
%) allocation income
Application of artificial intelligence in triptorelin long- Fi ial Related t
acting microsphere preparation (A T4 REFE 11 2 F b K Alocatien 0.00 800,000.00  Other income R
SRR 7 8 )
Others Financial 2,271,603.34 2,584,330.85 Other income Related to assets
allocation
Others Financial 484703825  7,04464721 Otherincome ~ elaedto
allocation income
Financial
Total allocation 245,335,140.69  286,842,932.33

(3) Government grants using the net amount method to offset related costs

None.

(4) Return of government grants

Item Amount Reason
Research and development funds for new drug for Class |
Treatment of Necrosis Factor in Human Tumour from 2 076.000.00 Return the remaining funds

Human Source (1 287697 F N EACHT AR BER T o B
T REPUMAHT 25 0 T 4)

260

after the project is completed



Joincare Pharmaceutical Group Annual Report 2022

China Postdoctoral Science Foundation subsidy funds (#

. N o 73,716.81 Balance returned
L e Rl A & SR BIE )

VI. Changes in the scope of consolidation
1. Disposal of subsidiaries
None.

2. Set-up of subsidiaries

The Company’s subsidiary, Jiaozuo Joincare Bio Technological Co., Ltd. (F/E (@ FE o EWH i A IR A &)
together with Fenghuolun (Shanghai) Biotechnology Co., Ltd. (X ke (_L#f) EEH AR A F) to
established Jiaozuo Jianfeng Biotechnology Co., Ltd. on 5 August 2022, with a registered capital of RMBS50
million. Jiaozuo Joincare Bio Technological Co., Ltd. (FE4F @/ o EW i A BRA ) is holding 66.5%
shares.

3. Change to scope of consolidation in the subsidiary Livzon Group

The Company's subsidiary, Livzon Group's Subsidiaries Livzon Biotechnology Hong Kong Co., Ltd.
established LIVZON BIOLOGICS (MALAYSIA) SDN. BHD. on January 12, 2022, with registered capital
of Malaysia Ringgit 100, of which the Livzon Group's investment is Malaysia Ringgit 100 and accounts for
its registered capital of 100%.

VII. Equity in other entities
1. Interests in subsidiaries

(1) Group structure

Main Shareholding %
Type of Corporate Place of Business Acquisition

subsidiaries Category Olgi;atlit:)?]g registration  nature Registered capital Indire  method

Name of subsidiary
Direct

ct

Topsino Industries Limited Wholly- Limited Set-up b
(KA A F) owned Hong Kong Hong Kong Business HKD896,933,973.00 100 _Setup by

: o company investment
(Topsino) ) subsidiary
Shenzhen Taitai Genomics Wholly:
Inc. Co, Ltd, GRIAAE owned M ghonhen  Shenzhen Industy RMB50,000,00000 75 25 Serupby
THREAPRA A)(Taitai subsidiary company investment
Genomics) )
Shenzhen Taitai
Pharmaceutical Industry Wholly- Limited Set-up b
Co., Ltd. (YA KZG owned Cor'nm;f] Shenzhen  Shenzhen Industry RMB100,000,000.00 100 in\fes-gmpen){
AR A F) (Taitai subsidiary pany
Pharmaceutical)
Health Investment Wholly- o - .

. Limited  The British  The British Set-up by
Holdings Ltd. (Health owned A - Investment USD50,000.00 100 -
Investment) subsidiary company Virgin Islands Virgin Islands investment
Joincare Pharmaceutical Wholly- - . -

Limited  The British  The British Set-up by
Group Industry owned A - Investment USD 50,000.00 100 -
Co.,Ltd.(BVI) * subsidiary company Virgin Islands Virgin Islands investment
Joincare Pharmaceutical Wholly-
Group Industry Limited Cayman Cayman Set-up by
Co.,Ltd.(CAYMAN subgi\:ivgw company Islands Islands Investment USD 50,000.00 100 investment
ISLANDS) Y
Xinxiang Haibin Wholly- Limited Henan Henan Set-up by
Pharmaceutical Co., owned company  Xinxiang Xinxiang Industry - RMB170,000,000.00 100 investment

Ltd.(Xinxiang Haibin) (% subsidiary
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Shareholding %

Main . L
Name of subsidiary Ty_pe_z Of. Corporate operating P_Iace O.f Business Registered capital . Acquisition
subsidiaries Category . registration  nature . Indire  method
location Direct ct
SR AT PR F GB
ZFIE) )
Shenzhen Fenglei Electric
Power Investment Co., Wholly- Limited Set-up b
Ltd. (YT IRV A8 owned Shenzhen  Shenzhen Investment RMB100,000,000.00 100 | Setup by
WA IRA ) (Fenglei subsidiary 0Py investment
2y H
Electric Power) )
Jiaozuo Joincare Bio
Technological Co., Ltd. Wholly- Limited Set-up b
(FEAEERE A A owned Henan Jiaozuo Henan Jiaozuo  Industry RMB500,000,000.00 75 25 . P by
R 2 7) (Jiaozuo subsidiary company investment
Joincare) )
Shanghai Frontier Health
Pharmaceutical
Technology Co., Ltd. (- imi . . -
{,ﬁ_e;j_”%’ f%%@oiﬁﬂﬁ(ﬁ Subsidiaries c;%”;';ﬁs Shanghai  Shanghai Industry RMB50,000,000.00 65 ins\f;st“rﬁ;{
ﬂE’AﬁT)(Shangrhai
Frontier)
Shenzhen Taitai Biological Wholly
Technology Co., Ltd (i3Il ; Limited Set-up by
g NS owned Shenzhen Shenzhen  Industry RMB5,000,000.00 100 .
ﬁiﬁg@&gﬁijgﬁg i) subsidiary company investment
Guangzhou Joincare
Respiratory Medicine
Engineering Technology L Limited Set-up by
;}z)?“l;;d (;Qfgé;f Subsidiaries company Guangzhou  Guangzhou Industry RMB10,000,000.00 26 investment
AW TREFAR 7N
#]) (Joincare Respiratory )
Guangdong Taitai Wholl
Forenstic Test Institute (/™ Y- Other . Set-up by
IR KIEBEIIUE F)1E 4 subs?i\:jvir;erg organization Shenzhen Shenzhen  Business RMB0.00 100 investment
SEFIT(HE5E ) )
Joincare Haibin Wholly
Pharmaceutical Co., Ltd. B imi a
s ﬁi’ﬁ“rfiﬁzﬁﬂkﬁﬁﬂ A owned C'O‘r'n"l‘)gﬁg Shenzhen  Shenzhen Industry RMB500,000,000.00 25 75 ins\fgsfmpe%
1) (Joincare Haibin) ) subsidiary
Shenzhen Haibin Wholly- comEl;)liJr:iaT?osr?
Pharmaceutical Co., Ltd. . imi
- s UL N owned Limited Shenzhen Shenzhen  Industry RMB700,000,000.00 97.87 2.13 not under
(RN HEHER 2 E IR A S company
sl P subsidiary common
a]) (Haibin Pharma) control
Joincare Daily-Use & Wholl l‘nk‘)gsir:gss
Health Ltd, (fik olly- - combination
eit Care (,:OE’, - (/ﬁf owned Limited Shenzhen Shenzhen Business RMB25,000,000.00 80 20 not under
T H R ORfg S TR A e company
- ! . subsidiary common
]) (Joincare Daily-Use) control
Health Pharmaceuticals Wholly: comBk‘)Liﬁ:art]?osr?
- - E - o
(China) Limited (524 owned ~Limited Zhuhai Zhuhai  Industry HKD73,170,000.00 100 notunder
A (e 6 EBEQ\\EJ) subsidiary company common
(Health China) control
Livzon Pharmaceutical comeliJs;Tiejr?
Group Inc. (THEREE 2547 .. Joint-stock . .
W34 IR A /) (Livzon Subsidiaries company Zhuhai Zhuhai  Industry RMB935,552,687.00 23.66 21.11 nctgmunmdgr:
Group) * Note 1 & 2 control
Hong Kong Health Wholly: comeliJrsliar:;eosr?
Ph tical Indust B imi
armaceutica’ neus ry owned Limited Hong Kong  Hong Kong Investment HKD10,000.00 100 not under
Company Limited (7 bsidi company
A wsidary commer
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Shareholding %

- Type of Corporate Malr_1 Place of Business - . Acquisition
Name of subsidiary ype ot P operating . . Registered capital . d
subsidiaries Category | . registration  nature . Indire  method
ocation Direct ct
Business
Health Pharmaceutical Wholly- Limited combination
Industry Company Limited owned compan Hong Kong  Hong Kong Investment HKD10,000.00 100 not under
(fERREZ5\ VA BRA ) subsidiary pany common
control
Shenzhen Hiyeah Industry BL.'S'n?SS
. A Wholly- - combination
%O'él;t\dﬂ(%ﬂlr[]ﬁi%; il owned Clgr;mgﬁd Shenzhen Shenzhen Business RMB178,000,000.00 97.58 2.42 not under
IRz ) (Shenzhen subsidiary pany common
Hiyeah) ) control
Business
Guangzhou Hiyeah Wholly- Limited combination
Industry Co., Ltd. (M7 owned imite Guangzhou  Guangzhou  Industry RMB3,000,000.00 100 not under
BRIV R A A subsidiary company common
control
Business
Zhongshan Renhe Health Wholly- Limited combination
Products Co., Ltd. (FF1li Tl owned imite Zhongshan ~ Zhongshan  Industry RMB500,000.00 100 not under
T RRAE 5 AR ) subsidiary O common
control
Business
Shenzhen Jiekang Health Wholly- Limited combination
Care Co., Ltd. (I i owned cor'T:"'aﬁ Shenzhen  Shenzhen Industry  RMB4,000,000.00 100 not under
ARG R A ) subsidiary pany common
control
Joincare (Guangdong)
Special medicine Food Wholly- Limited Set-up b
Co., Ltd. (R R) owned imite Shaoguan Shaoguan  Industry RMB20,000,000.00 100 o€ ';Jp );
I 5 IR 1) subsidiary company investmen
(Joincare Special Food)
Henan Joincare Biology -
Medical Research Institute ~ Subsidiaries C;%mgsd Jiaozuo Jiaozuo  Industry RMB100,000,000.0 70.13 inS\fets_turge?;
Co., Ltd.* Note 3 pany
Jiaozuo Jianfeng Limited Set-up by
Biotechnology Co., Ltd. Subsidiaries company Jiaozuo Jiaozuo  Industry RMB50,000,000.0 66.5 investment

*Note 4

*Note 1: Shanghai Frontier Health Pharmaceutical Technology Co., Ltd. (¥ /7 TR 2R A PR A 7)) and the Company's subsidiary Livzon
Group established Shanghai Liyu Biomedical Technology Co., Ltd. ( iR T 4925 254 R4 IR 51 4F 22 &) on 30 March 2021. Livzon Group holds
55% of the shares and Shanghai Frontier Health Pharmaceutical Technology Co., Ltd holds 45%.

*Note 2: Zhuhai Livzon Biotechnology Co., Ltd. (¥R i WV Bk A= M1 24745545 IR A 7] is a subsidiary within the scope of Livzon Group's consolidation.
It was originally 100% indirectly held by Livzon Group. In the current period, 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) (i g Wi 4= S I 55 Ak k(5 FR-A4K)) holds 7.50%.

*Note 3: Henan Joincare Biomedical Research Institute Co., Ltd. (7] B4 44 {if e 70 A= P B 24 7t B A PR 7]) is a joint venture established on 26 October
2020 by Jiaozuo Joincare Biological Products Co., Ltd. (F{E{& Rt o E )i it A BR 22 ), a subsidiary of the Company, and Livzon Group Xinbeijiang
Pharmaceutical Co., Ltd. (RNEREEFIHTALTLHIZ5 % H BR A 7), a subsidiary of the Company’s Livzon Group. Jiaozuo Joincare Biological Products
Co., Ltd. holds 51% of the shares. The investee completed its industrial and commercial registration on 26 October 2020.

*Note 4: Jiaozuo Jianfeng Biotechnology Co., Ltd. Is jointed established by the Company’s subsidiary, Jiaozuo Joincare Bio Technological Co., Ltd. (£

fEfe BT A=Y A FRA 1) and Fenghuolun (Shanghai) Biotechnology Co., Ltd. (KU K#E( i) AMFHIARAT) on 5 August 2022. Jiaozuo
Joincare Bio Technological Co., Ltd. (£E1F {g fE 7o A4 4 FR A 1) holds 66.5% shares.

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. (J~
B SL A IR A )

Zhongshan Renhe Health Products Co., Ltd. 500,000.00 500,000.00 100%

3,000,000.00 3,000,000.00 100%
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(LT A= AR A AT BR A )
Shenzhen Jiekang Health Care Co., Ltd. (i

IR AT IR A =] )

4,000,000.00 4,000,000.00 100%

Guangzhou Hiyeah Industry Co., Ltd. (J7" N 17 & 15 5k A7 BR A 7)), Zhongshan Renhe Health Products Co.,
Ltd. (F i AR A A PR A F]) 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.

Shenzhen Jiekang Health Care Co., Ltd. (VYT #E R {R{& A R A 7)) was wholly-owned subsidiary of
Shenzhen Hiyeah. It had entered the liquidation process in 2008, and has been out of business for many years,
and completed the tax cancellation procedures, and it was approved and cancelled by Shenzhen Market
Supervision and Administration Bureau on May 30, 2022.

(2) Significant non-wholly owned subsidiaries

Profit or loss Balance of minority

Name of hareholding of . o Dividen i . .
suljsidei;r nfin%re;t Oi?\tegecs)t attributable to minority minc?fit diﬁ?e?egc': interests at period
Y y interest y end
Livzon Group 55.2266% 1,053,970,833.13 670,811,289.90 7,663,254,428.90
(3) Principal financial information of significant non-wholly owned subsidiaries
Name of Closing balance
subsidiary Current assets Non-current Total assets Current liabilities Nqn-c.u.r.rent Total liabilities
assets liabilities
é%i%n 16,987,297,040.38 7,877,528,325.85 24,864,825,366.23 7,396,664,920.29 2,531,908,854.22 9,928,573,774.51
Continued (1) :
Name of Beginning balance
subsidiary Non-current i Non-current L
Current assets assets Total assets Current liabilities liabilities Total liabilities
Ic_;lx)zuopn 14,673,096,594.67 7,698,818,996.15 22,371,915,590.82 6,925,068,067.24 1,135,822,729.96 8,060,890,797.20

Continued (2) :

Name of Current year Prior year
subsidia Total Cash flows from Total Cash fl f
ry Operating income Net profit comprehensive operating Operating income Net profit comprehensive o S;smn"v;i ﬁ:::::'es
income activities income P 2
élr\gu'?)n 12,629,579,047.66 1,955,540,213.06 2,084,847,720.65 2,772,671,295.03 12,063,863,272.98 1,952,101,168.93 1,834,898,051.39 1,902,328,139.03

(4) Changes in share of owners' equity in subsidiaries and still controls the subsidiaries

None.
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2. Interests in joint arrangement or associates

(1) Significant associates

Joint venture or associate

Main Place of Business Shareholding (%) Accounting
operating . - treatment of
Name olf)::::lizz related location ~ registration nature Direct  Indirect  jnvestment
Associates
Jiaozuo Jinguan Jiahua Henan
Electric Power Co., Ltd. b Henan  For electricity :
(FEfEe e AR J'aoéiut(;/ Jiaozuo City production 0.00 49 Equity method
)
Tianjin Tongrentang Ph tical
Group Co., Ltd. (Ki#[H Tianjin Tianjin armaceutica 0.00 40  Equity method

manufacturing

A5 G [ e A7 BR 24 7))

(2) Main financial information of significant associates

(DJiaozuo Jinguan Jiahua Electric Power Co., Ltd. (F1F & e 54 H 1A R A #])

Jiaozuo Jinguan Jiahua Electric Power Co., Ltd.

ttem (REfES TR SAIRAR)
Closing balance/ Current Beginning balance/ Prior
year year

Current assets 1,034,890,763.04 900,929,930.10

Including: Cash and cash equivalents 193,286,823.41 151,817,021.98
Non-current assets 274,836,800.49 295,290,603.34
Total assets 1,309,727,563.53 1,196,220,533.44
Current liabilities 734,194,376.70 621,231,810.54
Non-current liabilities 12,419,097.25 13,660,568.14
Total liabilities 746,613,473.95 634,892,378.68
Net assets 563,114,089.58 561,328,154.76

Including: Minority interests 0.00 0.00

Owners’ equity attributable to parent 563.114,089.58 561.328.154.76

company
Net assets share calculated by shareholding 275,925,903.89 275,050,795.83
Adjustments

Including: Goodwill

Unrealized profit or loss in internal
transactions

Provision for impairment

Others 9,612,591.63 9,569,113.18
Carrying value of equity investment in 285,538,495.52 284,619,909.02

associates
Fair value of publicly quoted equity
investments

Continued:

265



Joincare Pharmaceutical Group

Annual Report 2022

Jiaozuo Jinguan Jiahua Electric Power Co., Ltd.

ttem _ (FAE SRR A WA ) _
Closing balance/ Current Beginning balance/ Prior
year year

Operating income 1,100,595,142.50 702,123,322.31
Financial expenses 16,069,876.59 14,968,954.50
Income tax expenses 15,013.60 -1,540,629.99
Net profit 1,785,934.82 -65,176,444.97
Net profit from discontinued operations

Other comprehensive income

Total comprehensive income 1,785,934.82 -65,176,444.97
Net cash flows from operating activities 132,858,948.24 -135,982,225.15

Dividends received from joint ventures in the
current period

@Tianjin Tongrentang Group Co., Ltd. (F¥EE [F4~ 34E F B A R A7)

Item

Tianjin Tongrentang Group Co., Ltd.
(REERZRREBAHFRAT)
2022.12.31

Owners’ equity attributable to parent company
Net assets share calculated by shareholding
Adjustments

Including: Goodwill
Carrying value of equity investment in associates

Fair value of publicly quoted equity investments

570,306,493.51
228,122,597.40

498,457,683.68
726,580,281.08

Continued:

Item

Tianjin Tongrentang Group Co., Ltd.
(Rt R R R B AR A FRAF])

Current year

Operating income

Dividends received by the company from associates in the current

period

1,086,062,042.02

111,980,000.00

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. the above data is the preliminary

results announcement of Tianjin Tongrentang.

(3) Summary of financial information of other insignificant associates

Item Closing balance/ Beginning balance/
Current year Prior year
Associates:
Total carrying amount of investment 407,763,817.99 1,134,729,545.83
The following amount are calculated on the basis of
shareholding ratio
Net profit -11,360,486.63 42,217,479.63
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Other comprehensive income 527,718.52 14,789,928.17
Total comprehensive income -10,832,768.11 57,007,407.80

(4) Significant limitations on the ability of joint ventures or associates to transfer funds to the Company
None.
VIII. Risks Management of Financial Instruments

The major financial instruments of the Company include cash, bills receivable and accounts receivable, other
receivables, non-current assets due within one year, other current assets, financial assets held for trading,
other equity instrument investments, bills payable and 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 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 Eurodollar. 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, 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:

@ As at 31 December 2022

Unit: RMB 1,000

Item HKD USsD 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 16.29 4,272.78 0.00
Financial assets held for 87,193.75 0.00 0.00 000  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 524,464.51 0.00 0.00 000 0.0 0.00 0.00
investment
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Subtotal: 1,303516.02  2,386,180.02 70284 1805298 1629 587527  0.00

f()'?;g‘;}'i'u'r'ﬁg'es in 0.00 0.00 0.00 000 0.0 000  0.00

Short-term loans 0.00 13,464.86 0.00 0.00 0.00 0.00

Accounts payable 0.00 3,569.18 4205 1462729  0.00 0.00 14189

Other payables 258345  27,967.54 0.00 000 0.0 000  0.00
Subtotal: 258345 4500158 4205 1462729  0.00 000 14189

® As at 31 December 2021

Unit: RMB 1,000

Item HKD uUsD EUR JPY GBP MOP

Financial assets in foreign
currency -
Cash and bank balances 516,034.78 1,296,568.06 559.42  2,406.62 16.70 1,121.33
Financial assets held for 163,071.45 0.00 0.00 0.00 0.00 0.00
trading
Accounts receivable 0.00 579,062.08  4,493.18 0.00 0.00 2,824.85
Other receivables 2,712.73 0.00 0.00 0.00 0.00 461.23
Other equity instruments 480,531.75 0.00 0.00 0.00 0.00 0.00
investment

Subtotal: 1,162,350.71 1,875,630.14 5,052.60 2,406.62 16.70  4,407.41
Financial liabilities in 0.00 0.00 0.00 0.00 0.00 0.00
foreign currency -
Accounts payable 0.00 213.29 40.90 0.00 0.00 11.01
Other payables 2,503.18 16,034.63 0.00 0.00 0.00 0.00

Subtotal: 2,503.18 16,247.92 40.90 0.00 0.00 11.01

As at 31 December 2022, 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 RMB182,597.36 (31 December 2021: approximately
RMB151,553,060).

(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
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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 11.98% (31 December 2021: 11.60%); among the other receivables of the Company, the other receivables
of the top five customers accounted for 46.23% (31 December 2021: 60.63%).

(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:

@ As at 31 December 2022

Over 5

Item Within a year 1-2 years 2-5 years Total
years

Financial assets:
Cash and bank balances ~ 14,808,488,110.96 0.00 0.00 000  14,808,488,110.96
Financial assets held for 109,015,664.98 0.00 0.00 0.00 109,015,664.98
trading
Notes receivable 1,959,985,016.85 0.00 0.00 0.00 1,959,985,016.85
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 0.00 000  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
Financial liabilities held 755,634.43 0.00 0.00 0.00 755,634.43
for trading
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
Non-current liabilities due 63,077,260.98 0.00 0.00 0.00 63,077,260.98
within one year
Lease liabilities 000 14,509,839.81 8,972,646.26 0.00 23,482,486.07
Long term loans 000 907,182,927.81  2,323,661,115.07 0.00 3,230,844,042.88
Subtotal: 8,533,572,333.41 921,692,767.62  2,332,633,761.33 000  11,787,898,862.36
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® As at 31 December 2021

Item Within a year 1-2 years 2-5 years Over 5 years Total
Financial assets:
Cash and bank balances 11,729,230,390.98 0.00 0.00 0.00 11,729,230,390.98
Financial assets held for 184,638,344.31 0.00 0.00 0.00 184,638,344.31
trading
Notes receivable 1,977,286,022.02 0.00 0.00 0.00 1,977,286,022.02
Accounts receivable 2,853,655,551.54 0.00 0.00 0.00 2,853,655,551.54
Other receivables 88,053,825.12 0.00 0.00 0.00 88,053,825.12
Non-current assets due 317,381.23 0.00 0.00 0.00 317,381.23
within one year
Long-term receivables 0.00 266,904.13 0.00 0.00 266,904.13
Subtotal: 16,833,181,515.20 266,904.13 0.00 0.00 16,833,448,419.33
Financial liabilities:
Short-term loans 2,518,484,835.09 0.00 0.00 0.00 2,518,484,835.09
Financial liabilities held
for trading 143,302.24 0.00 0.00 0.00 143,302.24
Notes payable 1,582,386,767.93 0.00 0.00 0.00 1,582,386,767.93
Accounts payable 871,553,210.51 0.00 0.00 0.00 871,553,210.51
Other payables 3,292,407,989.79 0.00 0.00 0.00 3,292,407,989.79
Non-current liabilities due 91,576,066.33 0.00 0.00 0.00 91,576,066.33
within one year
Lease liabilities 0.00 13,186,526.27 11,885,268.05 0.00 25,071,794.32
Long term loans 0.00 466,780,252.78  360,000,000.00 0.00 826,780,252.78
Subtotal: 8,356,552,171.89 479,966,779.05  371,885,268.05 0.00 9,208,404,218.99

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 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). On 31 December 2022, the Company’s gearing ratio is 38.37% (31 December 2021: 35.12%).

3. Transfer of financial assets
(1) Financial assets which are transferred but have not been derecognised in their entirety
None.

(2) Financial assets which have been transferred and ceased to be recognised but still have involvement with the
transferor

As at 31 December 2022, the Company discounted a banker's acceptance bill to the bank of
RMB1,190,002,804.98 (previous period: RMB76,908,320.00). Since the principal risks and rewards, such as
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interest rate risks associated with these bankers' acceptances, have been transferred to the banks, the Company
derecognizes discounted unmatured bankers' acceptance bills. According to the discount agreement, if the
banker's acceptance bill is not accepted when due, the bank has the right to require the Company to pay the
outstanding balance. As a result, the Company continued to engage in discounted bankers' acceptances, which
amounted to RMB422,899,944.56 (31 December 2021: RMB67,908,033.05) as at 31 December 2022.

As at 31 December 2022, the carrying value of the Company's unexpired bankers' acceptance bills endorsed
to suppliers for settlement of accounts payable was RMB542,620,475.62 (31 December 2021:
RMB186,290,992.91) and no outstanding commercial acceptance bills endorsed to suppliers for settlement of
accounts payable (31 December 2021: Nil). In accordance with the Negotiable Instruments Law, the holders
of the bills have a right of recourse against the Company if payment is refused by the bank of acceptance (the
“Continuing Involvement’). The maturity date is within 1 to 6 months as at 31 December 2022, in the opinion
of the Company, the Company has transferred substantially all risks and rewards. Accordingly, their full
carrying amounts and the corresponding account payables have been derecognised. The maximum loss and
the undiscounted cash flows from the Continuing Involvement and repurchasing is equal to their carrying
amounts. In the opinion of the Company, the fair values of the Continuing Involvement are not significant.

During the year ended 31 December 2022, no gain or loss was generated by the Company on the date of
transfer of the bills. The Company had no current or accumulated gain or loss arising from the continuing
involvement in financial assets which had been derecognised. The endorsement was incurred evenly
throughout the period.

IX. 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 2022, 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 103,583,153.41 5,432,511.57 0.00 109,015,664.98
1.debt instruments investment 934,289.94 0.00 0.00 934,289.94
2.equity instruments investment 102,648,863.47 0.00 0.00 102,648,863.47
3.Derivative financial assets 0.00 5,432,511.57 0.00 5,432,511.57
(2) Other equity instruments investment 9,615,483.94 0.00 1,184,343,395.11 1,193,958,879.05
Total assets measured at fair value on a 11319863735 543251157  1,184343395.11  1,302,974,544.03
recurring basis
(3) Financial liabilities held for trading
Derivative financial liabilities 0.00 755,634.43 0.00 755,634.43
Total liabilities measured at fair value on 0.00 755,634.43 0.00 755.634.43

a recurring basis
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Level 1 fair Level 2 fair .
Level 3 fair value
Item value value Total
measurement
measurement measurement

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 31 December 2022, the Company’s investment LUNGLIFE Al, INC. was listed on
the London Stock Exchange, as a result, the fair value measurement of this investment in other equity
instruments transferred from level 3 to level 1; except for this investment in other equity instruments, tthere
were no transfers of the fair value measurements between level 1 and level 2 and no transfers into or out of
level 3.

For the items in level 1 fair value measurement which listed on the Shanghai Stock Exchange, Shenzhen
Stock Exchange, Hong Kong Stock Exchange or the United States, their fair value is determined based on
the closing price on the last trading day of the reporting period.

For the items in level 2 fair value measurement which uses valuation techniques and qualitative and
quantitative information of important parameters to determine the fair value. For derivative financial
instruments such as foreign exchange forward contracts, the fair value is determined based on the quoted
forward exchange rate corresponding to the expiring contract.

For the items in level 3 fair value measurement uses valuation techniques and qualitative and quantitative
information of important parameters to determine the fair value. For some other equity instruments held, the
fair value is based on the cost or the present value of the estimated future net cash flow as the best estimate.

(2) Relevant information of level 2 fair value measurement

Content Fair value as at 2022.12.31 Valuation techniques

Calculated and determined based on the quoted forward
exchange rate corresponding to the expiring contract
Calculated and determined based on the quoted forward
exchange rate corresponding to the expiring contract

Derivative financial assets 5,432,511.57

Derivative financial

liabilities 755,634.43

(3) Quantitative information of important unobservable input values used in level 3 of fair value measurement

Fair value as at

Content 2022.12.31 Valuation techniques
Other equity instrument investments- (Shanghai Yunfeng Xinchuang
Equity Investment Center (_F- ¥ 2 #35 fll I B o) 67,935,704.36 Net assets
Other equity instrument investments - Shanghai JingYi Investment
Center (i B 5 0 (L.P.) 73,616,359.91 Net assets
Other equity instrument investments-Qianhai Equity Investment Fund

e s 243,378,742.17 N

(R AL 5 W 2 42) (L.P.) 3,378 et assets
Other equity instrument investments -PANTHEOND,L.P. 5,954,301.20 Net assets
Other equity instrument investments —Apricot Forest, Inc 120,788,500.00 Income method
Other equity instrument investments —Zhuhai China Resources Bank
Co., Ltd. (Bl i ARAT LI A5 TR 2 7)) 158,400,000.00 Market method
Other equity instrument investments - Yizun Biopharmaceutics
(Shanghai) Co., Ltd. (RIS AMIEZ5( i) ATIRZA ) ) 30.513,209.21 Market method
Other equity instrument investments - Zhuhai Medpha Biotechnology . . .
Co., Ltd. (ki 3 R A WEHE IR G A IR A ) ) ) 32,099,443.70 Recent financing price
Other equity instrument investments- Beijing Luzhu Biotechnology . . .
Co., Ltd. (Jb s G A B AR T 1 A TR A 7)) 53,654,738.60 Recent financing price
Other equity instruments investment- Xiangrong (Shanghai) 19,613.667.00 Recent financing price

Biotechnology Co., Ltd. (Z&h( L) AWEHARA )
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Fair value as at

Content 202212 31 Valuation techniques
Other equity instrument investments -GLOBAL HEALTH SCIENCE 271,980,388.15 Net assets
gtEeFr) equity instrument investments —-SCC VENTURE V1 2018- 257.909.57 Net assets
Other equity instrument investments —Nextech V Oncology S.C.S.,
SICAV-SIF 23,996,121.32 Net assets
Other equity instrument investments -Others 82,154,309.86 Cost

X. Related party and related party transactions

1. Information of parent company

Name of parent Place of Shareholding ratio Voting right by

company registration Business nature Registered capital by parer(l}/c)ompany parent(f/o;npany
0 (1]
Shenzhen Investment and
Baiyeyuan establishment of industry,
Investment Co., Shenzhen domestic commerce, and 80,000,000.00 45.53 45.53
Ltd. (RN E L material supply and
TR A BR 23 7)) marketing

The ultimate controller of the Company is Zhu Baoguo (2K {# ).

(1) Registered capital of parent company and its changes

Name of parent company 2021.12.31 Increase Decrease 2022.12.31
Shenzhen Baiyeyuan Investment
Co., Ltd. (GRYITT B ML 5 AR 80,000,000.00 0.00 0.00 80,000,000.00
A )

(2) Shares of the company held by the parent company and its changes

Name olf)zgli: related 2021.12.31 Ratio Increase Decrease 2022.12.31 Ratio

Shenzhen Baiyeyuan
Investment Co., Ltd.
(RYITT B IR
PR =)

895,653,653.00  46.95% 0.00 17,380,900.00 878,272,753.00 45.53%

On 20 September 2022, Shenzhen Baiyeyuan Investment Co., Ltd. (YT E IR E AR A F) lent
17,380,900 shares due to participating in the refinancing securities lending business, and the ownership of
this part of the equity has not been transferred in the current period.

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.11 and VII. 2.

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. (FifE & e

R IIA IR A A])

Associates
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Name of joint ventures and associates Relationship with the Company
Guangdong Blue Treasure Pharmaceutical Co. Ltd. (/4 ¥ .
~ Associates
TR AR)
Novastage Pharmaceuticals (Shenzhen) , Ltd. (H45i= 245 .
NPTy Associates
ARG AR FE)
Shenzhen City Youbao Technology Co., Ltd. (RYIT A FF} :
Associates
HA PR A F])
AbCyte Therapeutics Inc. Associates
L&L Biopharma, Co. Ltd. (L#EEEMELREFR A Associates
Gi))
Zhuhai Sanmed Biotech Inc. (BkifE X324 Wi ARG R ;
) Associates
Aetio Biotherapy Inc Associates
Jiangsu Atom Bioscience and Pharmaceutical Co., Ltd. (Y175 Associates
BT REARHA R AT)
Tianjin Tongrentang Group Co., Ltd. (F i[RI~ 5 4E 41 % 1y ;
Associates
AR
Infinite Intelligence Pharmaceutical Co. Ltd. (b 55 K& 2 )
Associates
BHEA R~ 7))
Shenzhen Kangti Biomedical Technology Co., Ltd. (ZRYI B Associates
AP 2R R A T])
Shanghai Sheo Pharmaceutical Technology Co., Ltd. (_- it Associates
THEARHARAF)
Zhuhai Sanmed Gene Diagnostics Ltd. (Bkifg 7 336 2 R Entitv controlled by an associate
SURHAT IR ) Y Y
Zhuhai Hengqin Weisheng Precision Medicine Technology Entity controlled by an associate
Co., Ltd. (BRI 354 MG 1 X 27 RLH A PR A ) Y Y

4. Other related parties of the Company

Name of other related parties Relationship with the Company

Shenzhen Taitelixing Investment Development Co., Ltd. (&3l
TR IR R AR AT])

Zhuozhou Jingnan Yongle Golf Club Co., Ltd. (N 55 7K &
R RIB SRR A )

Shenzhen Healthy Deer Information Technology Co., Ltd. (¥

Pl fe BERT EAS B IR A F])

Subsidiaries of the company’s ultimate actual controller
A company controlled by the Company’s parent company

An associate of the Company’s parent company

Sichuan Healthy Deer Hospital Management Co., Ltd. and its A subsidiary of an associate of the Company’s parent
subsidiaries (U ) 1] FERA i 25 e & B A BR 2 7 2 =7 A #]) company
Zhuhai Medpha Biotechnology Co., Ltd. (BkifEZZ 15K AE#FL  The supervisor of Livzon Group works as director for t
FBAT A BR A ) hisentity
Zhuhai Xianghetai Investment Management Partnership

(Limited Partnership) (BRIEFFEFIZR L B B A Ak (A IR & The executive of Livzon Group controls this entity
X))

Zhuhai Zhong Hui Yuan Inve;tment Partnership (Limited The director of Livzon Groun controls this entit
Partnership) (Bkiff thiL IR 4tk Ak (F B 250) v o Y

Zhuhai Liying Investment Management Partnership (Limited
Partnership) (BRIENF 3 ¥ B B A1k b (F R & 1K) )
Jiangsu One Winner Medical Technology Co., Ltd. ({75
KERST R R )

Zhuhai Pu Xiaoying Enterprise Management Co., Ltd. (Zhuhai
Pu Xiaoying Enterprise Management Co., Ltd. (¥ i /N g¢
AL H AR A )

Directors, Supervisors and other senior management personnel Key management personnel

The director of Livzon Group controls this entity
The director of Livzon Group controls this entity

The close family member of the director of Livzon Group
controls this entity

5. Related party transactions

(1) Purchase or sale with related parties
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(DPurchase of goods/receiving of services

Name of other related parties Nature of transaction ~ Current year Prior year
Guangdong Blue Treasure Pharmaceutical Co. Ltd. (J~ %% )
. Raw materials 2,917,946.91 2,786,053.10
HEEHIZHRAT)
Zhu[\il Sanmed Biotech Inc. (Bk#g XE E M2 iR Finished goods 0.00 28,558.55
fRR 2> 7])
Sichuan Healthy Deer Hospital Management Co., Ltd. and Finished aood
its subsidiaries (VU Il {E HETREDE A R AT IR A R Je e - DSTEC DO, 0.00 887,872.67
g usiness promotion
TAT])
Jiangsu One Winner Medical Technology Co., Ltd. (YL.75 . .
iy . — Business promotion 3,160,667.40 408,427.00
BT R IR ) P
Zhuhai Sanmed Gene Diagnostics Ltd. (17 3525 2 ] .
. Testin 137,358.49 14,377.36
Fo I RHHEA IR ) ’
L&L Biopharma, Co. Ltd. (g5 £ E 2R R Research and
AH]) development 0.00 943,396.20
Shenzhen City Youbao Technology Co., Ltd. (ZHITH A . .
Business promotion 2,083,948.00 1,062,850.00
R A ) P
Zhuozhou Jingnan Yongle Golf Club Co., Ltd. (M 5T Fd .
L N Member services 0.00 84,037.00
AR R KRR A TR 7])
Infinite Intelligence Pharmaceutical Co. Ltd. (4t 5735 K& Research and
RHEAT IR 1) development 339,805.83 148,514.85
Zhuhai Pu Xiaoying Enterprise Management Co., Ltd. (¥t .
R s Mod 249,975.00 0.00
T /N2 il A IR A ) oclemn services
Shanghai Sheo Pharmaceutical Technology Co., Ltd. (_ Research and
; e 18,867,924.60 0.00
HEEEEGRHEARA ) development
Feellife Health Inc. (RYISRAR L EALEF=H R A ) Nebulizer 902,115.48 0.00
Jiaozuo Jinguan Jiahua Electric Power Co., Ltd. (H:{E4: -
- Electricity, Steam 268,666,999.03  212,585,953.81
i 3 A L B ) y
Total 297,326,740.74  218,950,040.54
(@Sales of goods/rendering of services
Name of related parties Nature of transaction Current year Prior year
Guangdong Blue Treasure Pharmaceutical Co. Ltd. (/™ Finished Products,
R 25 R ) Hydropower and Power 35,703,972.73 63,972,886.45
. . ; A . Finished Products
. (BRi % 21 !
Zhuhfu\ianmed Biotech Inc. (Wil ERAENLIEA Hydropower, Power and 1,435,666.13 577,453.14
HIR ) others
Sichuan Healthy Deer Hospital Management Co., Ltd.
and its subsidiaries (4 )1 fi 5 JEE < e BEAT BR 2 7] Finished Products 3,036,532.62 4,951,551.99
J A F])
. . . e Finished Products
Zhuhai Sanmed Gene Diagnostics Ltd. (B i 6353 ’
. Hydropower, Power and 592,356.49 667,998.89
IR AT LA ) YOO, TN hers
Shanghai Sheo Pharmaceutical Technology Co., Ltd. Research and
(L 51 2 R AT R ) development  900.00000 0.00
Total 44,728,527.97 70,169,890.47

(2) Rental with related party

Type of assets Rental income in current Rental income in prior
Name of lessee
leased year year
Zhuhai Sanmed Biotech Inc. (Bkifg %354 .
A . Buildings 2,226,299.00 2,226,299.00
N ) g
Zhuhai Sanmed Gene Diagnostics Ltd. (& Buildings 240,000.00 240,000.00

T 26 S R R U BB A PR 24 7])
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Name of lessee Type of assets

Rental income in current

Rental income in prior

leased year year

Shenzhen Baiyeyuan Investment Co., Ltd. _—
I B R A IR 4 ) Buildings 18,891.76 18,891.76
Novastage Pharmaceuticals (Shenzhen) , Buildings &
Ltd. (GBS 25 R () A7 BR24 ) Equipment 168,302.76 315,457.80
Shenzhen Taitelixing Investment
Development Co., Ltd. (IRYIIZ245 /1 244 Buildings 18,720.00 18,720.00
WR AR AT)
Shenzhen Healthy Deer Information
Technology Co., Ltd. (RYI T 5 R 5 Buildings 17,174.32 17,174.32
BRHABR A )
Shenzhen City Youbao Technology Co., -
Ltd. (YA 5 RHE TR A 7)) Buildings 17,174.32 17,174.32

Total 3,006,562.16 2,853,717.20

(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 2022, the Company provided Jinguan Electric Power with guarantees for loans of
RMB378.40 million; of which RMB222 million in Shenzhen Branch of China Everbright Bank, RMB90
million in Shenzhen Branch of Zheshang Bank, RMB46.40 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. (ki i WHER B PTAE D H ARG BRA 7)) — 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
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to Livzon MABPharm Inc. (¥ i NN ER S HTAEYIH ARG R A 7)), and the counter guarantee period will
expire on the date when the Company's guarantee responsibility expiry.

(3 Zhuhai Zhong Hui Yuan Investment Partnership (Limited Partnership) (Efifg -HiCYR# 55 A ik k(B IR
£1K), being another shareholder of Livzon Group Xinbeijiang Pharmaceutical Manufacturing Inc. (FIERSE
BB ALV 25 e 4 A FR 22 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. (¥ 17 BEER BT AP

ARAHBRATF]), and the counter guarantee period will expire on the date when Livzon Group's guarantee
responsibility expiry.

None.

(5) Remuneration of key management personnel

For the year ended 31 December 2022

(4) Asset transfer and debt restructuring between related parties

Unit: RMB ten thousand

Director/

Supervisor \e{\lllig\i\?:migg SSCOL(I:II’?tI H?Srs]'dng Bonus Seve;ance Others Total
Allowance y pay
Directors:
Zhu Baoguo
Gkt 325.00 0.00 6.44 2.66 0.00 000 000  334.09
Liu Guangxia
25, 18.4 1 2. . . . 47,
Gl 325.00 8.48 85 66 0.00 000 000  347.98
H A
;E“) Xiong (1 0.00 260.00 0.00 0.00  100.00 000 000  360.00
Qiu Qingfeng
. 135. 7.27 2. . . . 224,
) 0.00 35.00 66 80.00 000  0.00 93
Lin Nangi (#f 0.00 135.00 7.27 2.66 80.00 000 000 22493
Frgt)
Cui Liguo (£
1154 0.00 0.00 0.00 0.00 0.00  0.00 1154
1)
%u)ong ( 1154 0.00 0.00 0.00 0.00 0.00  0.00 1154
H
H HY &=}
Qin Yezhi (% 1154 0.00 0.00 0.00 0.00 000  0.00 11.54
k)
P %
ﬁg;'g Juan (2 1154 0.00 0.00 0.00 0.00 000  0.00 1154
Supervisors:
Yu Xiaoyun (3 4.80 38.31 6.82 2.25 17.95 0.00  0.00 70.13
ESN)
Peng Jinfua (2 4.80 0.00 0.00 0.00 0.00 000  0.00 4.80
4:1E)
Xing Zhiwei 2,97 64.00 6.82 2.09 93.00 000 000  168.88
(:‘quﬁé)
Xie Youguo (i
1.83 36.92 0.00 0.00 0.00 0.00  0.00 38.75
K H)
Other senior
management:
Zhao Fenguang
) 0.00 135.00 7.27 2.66 45.00 000 000  189.93
Total 71057 822.71 43.75 1761 41595 0.00 000 201058
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Note: Mr. Zhu Baoguo (4 f#[E) serves as the chairman of Livzon Group, a controlled subsidiary of the
Company; and Mr. Yu Xiong (fi7) and Mr. Qiu Qingfeng (58K ) serve as non-executive directors of
Livzon Group. Xie Youguo (i4f & [E) has resigned. The remuneration presented in above does not include
the portion paid by Livzon Group.

For the year ended 31 December 2021

Director/

Supervisor Wages and SOCI.’fll Housing Bonus Severance Others Total
allowances security fund pay
Allowance
Directors:
Zhu Baoguo
330.94 0.00 6.22 2.40 0.00 0.00 0.00 339.56
CRERED)
Liu Guangxia 330.94 17.91 8.01 2.40 0.00 000 000 35927
I ER)
Yu Xiong
\ . 240. . . . . . .
(i) 0.00 0.00 0.00 0.00 95.00 0.00 0.00 335.00
Qiu Qingfeng
. 135. 22 2.4 . . . 173.62
(5 ) 0.00 35.00 6 0 30.00 0.00 0.00 3.6
Lin Nangqi
0.00 135.00 6.22 2.40 30.00 0.00 0.00 173.62
(MRAAL)
Cui Liguo
(i ) 10.00 0.00 0.00 0.00 0.00 0.00 0.00 10.00
Huo Jing 10.00 0.00 0.00 0.00 0.00 0.00  0.00 10.00
(EBF
Qin Yezhi
(B £) 10.00 0.00 0.00 0.00 0.00 0.00 0.00 10.00
Pf/r]gnJuan 3.60 0.00 0.00 0.00 0.00 0.00 0.00 3.60
(#18)
Supervisors:
Yu Xiaoyun (5 4.00 38.16 6.01 218 17.95 000 0.0 68.29
#7)
Peng Jinhua (=7 4.00 32.73 0.00 1.36 0.00 000  0.00 38.09
4:4¢)
Xie Youguo
(lﬁfﬁ ) 4.00 36.35 0.00 1.17 2.86 0.00 0.00 44.38
Other senior
management:
Zhao Fenguang
(ﬂﬁkj‘ﬁ) 0.00 135.00 6.22 2.40 25.00 0.00 0.00 168.62
Total 707.48 770.14 38.88 16.74 200.81 0.00 0.00 1,734.05

Note: Mr. Zhu Baoguo (4 [E) serves as the chairman of Livzon Group, a controlled subsidiary of the
Company; and Mr. Yu Xiong (g1%) and Mr. Qiu Qingfeng (B8 K 3) serve as non-executive directors of
Livzon Group. 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
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2022.12.31 2021.12.31
Item Related party . Provision
Book balance Provision for Book balance for bad
bad debts
debts
Notes Guangdong Blue Treasure Pharmaceutical Co.
receivable Ltd, (% i 5 HIZ6 A IR A 7)) 3,893,820.00 0.00 5,492,960.00 0.00
Accounts Guangdong Blue Treasure Pharmaceutical Co.
receivable Ltd, (7 406 5 B2 A IR A 7)) 4,781,500.00 47,336.85  18,889,500.00 490,875.00
Accounts Zhuhai Sanmed Gene Diagnostics Ltd. (Bki#F
: N . 85,731.98 840.17 224,023.83 8,578.07
receivable i %3 AL T RHL AT PR A )
A ; Sichuan Healthy Deer Hospital Management
rezz?\?;bfe Co., Ltd. and its subsidiaries (/U1 { 5k 2 497,828.30  103,325.48 337,395.02  48,933.97
= B B IR 7 K HT A A])
Zhuhai Sanmed Biotech Inc. (¥kifE 3 4EW)
Prepayments . 211,200.00 0.00 211,200.00 0.00
Pay TR ARAT R A )
Shenzhen City Youbao Technology Co., Ltd.
Prepayments . . 188,100.00 0.00 154,500.00 0.00
bay A4 5 B A B A 7))
Jiaozuo Jinguan Jiahua Electric Power Co.,
Prepayments Ltd, ({4t B9 1 0 PR 7)) 75,724,913.57 0.00 8,240,517.56
Other Zhongshan Renhe Health Products Co., Ltd.
: 469,895.78  469,895.78 469,895.78 469,895.78
receivables (Ll A AILR Ak i A BR 2 7))
Other Shenzhen Jiekang Health Care Co., Ltd. (&3l 18,577,246.6
receivables WA IR A T ) 0.00 0.00 18,577,246.63 3
oth Shenzhen Healthy Deer Information
rece?\r/ables Technology Co., Ltd. (FRIIITH il R fE 5 B 4,680.00 74.38 4,680.00 74.38
BHEA BRA )
Other Guangdong Blue Treasure Pharmaceutical Co.
receivables Ltd, (%5 5 BIZ6 4 R A ) 607,484.29 6,925.32 1,271,496.55  21,233.99
Other Zhuhai Sanmed Gene Diagnostics Ltd. (¥kifs
: . 15,795.00 170.59 5,265.00 87.93
receivables il % 35 AL U RHL AT PR A )
(2) Payables to related party
Item Related party 2022.12.31 2021.12.31
Guangdong Blue Treasure Pharmaceutical Co. Ltd. (]~ % ¥
Notes payable 0.00 379,960.00
i FHZAIRA)
L Sichuan Healthy Deer Hospital Management Co., Ltd. and its
Contract liabilities subsidliaries (V1 1] BEGA] 5 P 52 B T /A 7 KL 724 ) 12,011.72 0.00
Other payables Sichuan Healthy Deer Hospital Management Co., Ltd. and its 8.936.17 8.936.17

subsidiaries (VU )1 |4 SR JEE I Fe i B BR 8 7] J2 7 |))

XI. Share-based payments

1. Information about share-based payments

(1) The Company

Item

Related content

Total amount of equity instruments granted during the year (shares)

Total amount of equity instruments exercised during the year (shares)

Total amount of equity instruments forfeited during the year (shares)
Range of exercise price and residual life of outstanding share options at the end of the

year

Range of exercise price and residual life of outstanding other equity instruments at the end

of the year

49,450,000
8,596,134
26,000

Note

Note: Share Option
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(D 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 Stock Option Incentive Plan (Draft) and its
Summary", Proposal on the Company's 2022 Stock 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 Stock Options to Incentive Participants". With 5 September 2022 as the grant date, 49.45 million
stock 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 stock options granted is 16 September 2022.

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 first grant date to the last

. . . 0

First vesting period trading day within 24 months from the first grant date 40%

Second vesting period From the first trading day 24 months after the first grant date to the last 30%
gp 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 last 30%

trading day within 48 months from the first grant date

Company-level performance appraisal requirements: The stock 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 stock options are exercisable in the year
corresponding to the appraisal shall not be exercised and shall be canceled by the Company.

(2 On 13 December 2018, the Company held the third extraordinary general meeting of shareholders in 2018,
and reviewed and approved the "Proposal on the Company's 2018 Stock Option Incentive Plan (Draft) and its
summary". The stock options granted for the first time was granted on 21 December 2018, with a grant price
of RMB&8.21 per share, and would expire on 20 December 2022. The reserved stock options were granted on
23 September 2019, with a grant price of RMB10.47 per share, and would expire on 22 September 2022.

(2) The Company’s subsidiary, Livzon Group

Total amount of equity instruments granted during the year (shares) 17,973,500
Total amount of equity instruments exercised during the year (shares) 1,091,966
Total amount of equity instruments forfeited during the year (shares) 4,905,012
Range of exercise price and residual life of outstanding share options at the end of the year Note 1

Range of exercise price and residual life of outstanding other equity instruments at the end
of the year

Note 1:Share Option

Note 2

(D On 14 October 2022, Livzon Group’s 2022 Second Extraordinary Shareholders’ Meeting, 2022 Second
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A-Share Class Shareholders’ Meeting and 2022 H-Share Class Shareholders’ Meeting reviewed and approved
the “Proposal on the Company's 2022 Stock Option Incentive Plan (Revised Draft) and Its Summary",
"Proposal on the company's 2022 Stock 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 stock 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 Stock Option Incentive Plan". With 7 November 2022 as the grant
date, 17,973,500 stock 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 stock options granted is 23 November 2022.

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 completion of the first time

stock options granted grant registration to the last trading day within 24 months from the 40%
for the first time completion of the first time grant registration

Second vesting period From the first trading day 24 months after the completion of the first time

of stock options granted  grant registration to the last trading day within 36 months from the 30%
for the first time completion of the first time grant registration

Third vesting period of ~ From the first trading day 36 months after the completion of the first time

stock options granted grant registration to the last trading day within 48 months from the 30%
for the first time completion of the first time grant registration

Livzon Group performance appraisal requirements: The stock options granted by this incentive plan are
subject to annual performance appraisal and vesting during the 3 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 Based on the net profit in 2021, the compound growth rate of net profit in 2022
granted for the first time shall not be less than 15%;
Second vesting period of stock options  Based on the net profit in 2021, the compound growth rate of net profit in 2023
granted for the first time shall not be less than 15%;
Third vesting period of stock options Based on the net profit in 2021, the compound growth rate of net profit in 2024
granted for the first time shall not be less than 15%.

The calculation of the above "net profit" and "net profit compound 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 stock options are exercisable in the
year corresponding to the appraisal shall not be exercised and shall be canceled by the Company.

2 On 5 September 2018, Livzon Group’s 2018 Third Extraordinary Shareholders’ Meeting, the 2018 Third
A-Share Class Shareholders’ Meeting and the 2018 H-Share Class Shareholders’ Meeting reviewed and
approved the “Proposal on the Company's 2018 Stock Option Incentive Plan (Revised Draft) and its
Summary”. The stock options granted for the first time was granted on 11 September 2018, with a grant price
of RMB47.01 per share, and would expire on 23 September 2022. The reserved stock options were granted
on 28 August 2019, with a grant price of RMB28.87 per A-share, and would expire on 26 October 2022.

Note 2: Other equity 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. (BRI R ER AT 17 A FR 22 7]) held by Livzon Group shall be transferred to Zhuhai Liying
Investment Management Partnership (Limited Partnership) (PRIERNZE #F & S1k M CHREMK) )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
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Livzon Diagnostics Inc. (BRI ER AT 1A FR A ) 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-
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
t0 92,876,771 shares with par value of RMB1 per share. The increased number of shares were subscribed for
by Zhuhai Haoxun Enterprise Management Consulting Partnership (Limited Partnership) (2R 52 i AL
&Gk CEFRE1K) ), Zhuhai Yichen Enterprise Management Consulting Partnership (Limited
Partnership) (PR E AV E B & W A4k k. (HBRE4k) ) and Zhuhai Qijing Enterprise Management
Consulting Partnership (Limited Partnership) (¥ 5 35 V8 B & A4k 4k (AR & 1k) ) at the
consideration of RMB11,702,474. 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. (¥ {7 FE 2k AE 4 B8 26 B} 5. A BR A 7)), 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 RMB16.24
million was amortized in the 6-month period ended 30 June 2022.

2. Equity-settled share-based payments

Method in determining the fair value of equity instruments at the date

Black-Scholes Model, market price
of grant

Basis in determining the quantity of exercisable equity instruments

Reason for significant difference of estimation between current year
and prior year

Accumulated amount recorded in capital reserve for equity-settled
share-based payments

Total expenses recognized for equity-settled share-based payments in
the year

None
194,032,737.35

57,076,979.08

3. Information on cash-settled share-based payments
None.
XII. Commitments and contingencies

1. Significant commitments
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(1) Capital commitments

Capital commitments entered into but not recognized in the

financial statements Closing balance Beginning balance
Commitments in relation to acquisition of long-term assets 455,161,816.72 582,336,168.87
Commitments in relation to external investment 12,000,000.00 8,000,000.00
Commitments in relation to research and development 0.00 309.313,880.64

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 2022.

2. Contingencies

As at 31 December 2022, there was no other significant contingency required to be disclosed by the Company.
XIII. Event after balance sheet date
1. Profit distribution

On 7 April 2023, the twenty-third meeting of the eighth Board of Directors of the Company passed the 2022
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 2022 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.

As of 7 April 2023, the Company has no other events that needed to be disclosed after the balance sheet date.
XIV. Other significant events
1. Leases

The Company had adopted a simplified approach for short-term leases and leases of low value assets and did
not recognize right-of-use assets and lease liabilities. The expense of short-term leases, leases of low value
assets and variable lease payments not included in the measurement of lease liabilities are included in the
expenses in the current period as follows:

Item 2022

Short-term leases 2,5683,258.77

As of the balance sheet date, except for the above matters, the Company does not have other important matter
to be disclosed.

XV. Notes to the significant financial statements item of the Parent Company

1. Notes receivable
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2022.12.31 2021.12.31
Category Provision . Provision .
Book balance for bad Carrying Book balance for bad Carrying
amount amount
debts debts
Bank
acceptance 249,617,024.89 0.00 249,617,024.89  374,296,302.21 0.00 374,296,302.21
bills
Commercial
acceptance 0.00 0.00 0.00 0.00 0.00 0.00
bills
Total 249,617,024.89 0.00 249,617,024.89  374,296,302.21 0.00 374,296,302.21

(1) Notes receivable pledged at year end

Category

Amount pledged at year end

Bank acceptance hills

196,148,535.27

(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

287,052,316.14

81,834,471.01

Total

368,886,787.15

(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

2022.12.31

2021.12.31

Book balance

Provision for bad debts

Book balance

Provision for bad

Category . debts )
Carrying Expecte Carrying
. Expected 51 . d credit value
Amount Ratio (%) Amount credit loss Amount Ratio (%) Amount loss rate
rate (%) (%)
Provision for bad debts on
individual item
Provision for bad debts on 549 617 05489 100.00 0.00 0.00 24961702489 37429630221 10000  0.00 000 37429630221
portfolio basis
Including:
Bank acceptance bills 249,617,024.89  100.00 0.00 000 249617,024.89 374,296,302.21  100.00 000 000 374,296,302.21
Total 249,617,024.89  100.00 0.00 0.00 249,617,024.89 374,296,302.21  100.00 000 000 374,296,302.21
(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 2022.12.31 2021.12.31
Within one year 290,962,991.84 538,967,095.90
1 to 2 years (inclusive of 2 years) 2,684,445.48 1,410,787.21
2 to 3 years (inclusive of 3 years) 1,178,173.47 733,293.23
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of 2 years)

Ageing 2022.12.31 2021.12.31
3 to 4 years (inclusive of 4 years) 641,804.42 388,712.49
4 to 5 years (inclusive of 5 years) 388,712.49 360,879.34
Over 5 years 7,754,530.87 7,723,623.65
Subtotal 303,610,658.57 549,584,391.82
Less: Provision for bad debts 11,979,800.83 14,041,321.58
Total 291,630,857.74 535,543,070.24
(2) Disclosure by method of provision for bad debts
2022.12.31 2021.12.31
Cateqo Book balance Provision for bad debts Book balance Provision for bad debts
o Expected Carrying Expected Carrying
A Ratio pe value Ratio pe value
mount (%) Amount  credit loss Amount (%) Amount  credit loss
rate (%) rate (%)
Provision for
bad debts on 771,300.68 0.25  771,300.68 100.00 0.00 771,300.68 0.14  771,300.68 100.00 0.00
individual item
Including:
Receivables
from domestic 771,300.68 0.25  771,300.68 100.00 0.00 771,300.68 0.14  771,300.68 100.00 0.00
customers
Receivables
from overseas 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
customers
Provision for
bad debts on  302,839,357.89 99.75 11,208,500.15 3.70 291,630,857.74 548,813,091.14 99.86 13,270,020.90 2.42 535,543,070.24
portfolio basis
Including:
Receivables
from domestic  302,839,357.89 99.75 11,208,500.15 3.70 291,630,857.74 548,813,091.14 99.86 13,270,020.90 2.42 535,543,070.24
customers
Receivables
from overseas 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
customers
Total 303,610,658.57 100 11,979,800.83 3.95 291,630,857.74 549,584,391.82 100 14,041,321.58 2.55 535,543,070.24
Provision for bad debts on individual item:
2022.12.31
Name Book balance Provision forbad  Expected credit Reason of provision
debts loss rate (%) P
Purchase of goods 771,300.68 771,300.68 100.00 Not expected to be
recoverable
Total 771,300.68 771,300.68 100.00
Provision for bad debts on portfolio basis:
Provision for bad debts on portfolio basis: Receivables from domestic customers
2022.12.31 2021.12.31
Accounts Provision for Exg?clted Accounts Provision for Exg_eclted
receivable bad debts credit loss receivable bad debts credit loss
rate (%0) rate (%)
Within one year 290,962,991.84 2,721,949.54 0.94 538,967,095.90 5,259,670.96 0.98
I to 2 years (inclusive 2,684,445.48 282,436.48 10.52 1,410,787.21 150,539.36 10.67
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2 to 3 years (inclusive

1,178,173.47 378,821.59 32.15 733,293.23 239,987.97 32.73

of 3 years)

3 to 4 years (inclusive 641,804.42 474,608.03 73.95 103,939.29 81,969.65 78.86

of 2 years)

4 to 5 years (inclusive 103,939.29 82,681.12 79.55 300,612.74 240,490.19 80.00

of 3 years)

Over 5 years 7,268,003.39  7,268,003.39 100.00 7,297,362.77  7,297,362.77 100.00
Subtotal 302,839,357.89  11,208,500.15 370  548,813,091.14  13,270,020.90 2.42

(3) Accrual, recovery or reversal of bad debt provision during the period

Amount of provision for bad

debts
Beginning balance 14,041,321.58
Provision for the year -2,061,520.75
Recovered or reversal in the year 0.00
Write-off in the year 0.00
Closing balance 11,979,800.83

At 31 December 2022 and 31 December 2021, 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 2022, the total amount of the top five debtors in closing balance is RMB56,820,132.30,
accounting for 18.71% of the total amount of closing balance of accounts receivable, and the corresponding
closing balance of provision for bad debts is total RMB528,427.24.

(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 2022.12.31 2021.12.31
Dividends receivable 544,999,500.00 814,041,000.00
Other receivables 240,307,524.78 322,196,811.25
Total 785,307,024.78 1,136,237,811.25

(1) Dividends receivable

Item 2022.12.31 2021.12.31
Topsino 524,999,500.00 749,999,500.00
Haibin Pharma 0.00 44,041,500.00
Fenglei Electric Power 20,000,000.00 20,000,000.00
Subtotal: 544,999,500.00 814,041,000.00
Less: Provision for bad debts 0.00 0.00
Total 544,999,500.00 814,041,000.00

(2) Other receivables
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@ by ageing
Item 2022.12.31 2021.12.31
Within one year 239,838,488.56 321,955,080.06
1to 2 years 590,397.78 149,812.10
2 to 3 years 149,812.10 206,676.00
3 to 4 years 206,676.00 126,228.36
410 5 years 126,228.36 20,000.00
Over 5 years 19,105,586.00 19,085,586.00
Subtotal 260,017,188.80 341,543,382.52
Less: Provision for bad debts 19,709,664.02 19,346,571.27
Total 240,307,524.78 322,196,811.25
@ Disclosure by nature
2022.12.31 2021.12.31
Item Book bal Provision for c . t Book bal Provision for Carrying
00 alance bad debts arrying amoun 00 alance bad debts amount

Other receivables
of each company 238,041,400.41 0.00 238,041,40041  294,833,504.86 000  294,833,504.86
within the scope of
combination
Capital reduction 0.00 0.00 0.00 24,078,925.22 0.00 24,078,925.22
Treasury bonds and 17,968,386.04 17,968,386.04 0.00 17,968,386.04  17,968,386.04 0.00
security depp§|ts
E;‘gg:; entities 1,384,240.83 1,253,731.83 130,509.00 3,763,793.73 1,220,062.29 2,543,731.44
Security deposits 973,098.11 354,429.35 618,668.76 848,272.56 157,320.34 690,952.22
Others 1,650,063.41 133,116.80 1,516,946.61 50,500.11 802.60 49,697.51

Total 260,017,188.80 19,709,664.02 240,307,524.78 341,543,382.52 19,346,571.27 322,196,811.25

®Information of provision for bad debts

At year end, provision for bad debts on those in first stage:

Expected
credit loss rate  Provision for Carrying
Category Book balance in the next 12 bad debts amount Reason
months (%)
Provision for bad debts on 0.00 0.00 0.00 0.00
individual item
Capital reduction 0.00 0.00 0.00 0.00
Provision for bad debts on 238,041,400.41 0.00 0.00 238,041,400.41
portfolio basis
Other receivables of each Expected to be
company within the scope of 238,041,400.41 0.00 0.00 238,041,400.41 P recovered
combination
Total 238,041,400.41 0.00 0.00 238,041,400.41
At year end, provision for bad debts on those in second stage:
Expected credit Provision for Carryin
Category Book balance  loss rate for the ying Reason

lifetime(%)

bad debts amount

Provision for bad debts on individual

item
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Expected credit

Provision for Carrying

Category Book balance los.s ra.te for the bad debts amount Reason
lifetime(%)
E;;VS‘S‘O“ for bad debts on portfolio 4,007,402.35 4345 174127798  2,266,124.37
Security deposits, deposits and rental 73 99 11 36.42  354,429.35 618,668.76
receivable ' ' '
Other receivables 3,034,304.24 4571 1,386,848.63  1,647,455.61
Total 4,007,402.35 43.45 1,741,277.98 2,266,124.37
At year end, provision for bad debts on those in third stage:
Expected credit Provision for Carryin
Category Book balance loss rate for the ying Reason
e bad debts amount
lifetime(%)
Provision for bad debts on 17,968,386.04 10000  17,968,386.04 0.00
individual item
Treasury bonds and security 17.968.386.04 100.00  17.968.386.04 0.00 Not expected to
deposits DR ' e ' be recoverable
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
As of 31 December 2021, information of provision for bad debts:
As of 31 December 2021, Provision for bad debts on those in first stage:
Expected
credit loss rate  Provision for Carrying
Category Book balance in the next 12 bad debts amount Reason
months (%)
Provision for bad debts on 24,078,925.22 0.00 0.00  24,078,925.22
individual item
Capital reduction 24,078,925.22 0.00 0.00 24,078,925.22 EXpef;gg\fgrgg
Provision for bad debts on 294,833,504.86 0.00 0.00 294,833,504.86
portfolio basis
Other receivables of each Expected to be
company within the scope of 294,833,504.86 0.00 0.00 294,833,504.86 P recovered
combination
Total 318,912,430.08 0.00 0.00 318,912,430.08
As of 31 December 2021, provision for bad debts on those in second stage:
Expected credit loss Provision for Carryin
Category Book balance rate for the YING " peason
s bad debts amount
lifetime(%)
PI‘O.VI.SIOTI for bad debts on 0.00 0.00 0.00 0.00
individual item
Provision for bad debts on 4,662,566.40 2956  1,378,185.23  3,284,381.17
portfolio basis
Security deposits, deposits and 877,102.56 17.99 157,778.54 719,324.02
rental receivable
Other receivables 3,785,463.84 32.24 1,220,406.69 2,565,057.15
Total 4,662,566.40 29.56 1,378,185.23 3,284,381.17
As of 31 December 2021, provision for bad debts on those in third stage:
Expected credit Provision for Carryin
Category Book balance loss rate for the ying Reason
bad debts amount

lifetime(%)
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Provision for bad debts on

AR . 17,968,386.04 100.00  17,968,386.04 0.00
individual item
Tregsury bonds and security 17,968,386.04 100.00  17,968,386.04 0.00 Not expected to
deposits be recoverable
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
Expected credit Expected credit
Provision for bad debts Expected credit loss for lifetime loss for lifetime Total
loss within next 12 (no credit (credit
months impairment impairment has
occurred) occurred)
Beginning balance 0.00 1,378,185.23 17,968,386.04 19,346,571.27
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 0.00 363,092.75 0.00 363,092.75
Reversal in the year 0.00 0.00 -158,470.77 -158,470.77
Transfer in the year 0.00 0.00 0.00 0.00
Write-off in the year 0.00 0.00 -158,470.77 -158,470.77
Other movement 0.00 0.00 0.00 0.00
Closing balance 0.00 1,741,277.98 17,968,386.04 19,709,664.02
® No actual written-off of other receivables in this period
® Other receivables due from the top five debtors
Proportion to Closing
. Closing balance of . total other balance of
Name of entity Nature other receivables Ageing receivables provision for
(%) bad debts
Shenzhen Fenglei Electric O}her Lecewables
Power Investment Co., Ltd. (I Wi‘:h i‘;afhecsf’crgggrz 129,956,104.29  2-3 years 49.98 0.00
%= we INE
ﬂlﬁﬁmm %jﬁﬁ’mﬁﬁﬁ&\ Q) combination
Joincare Haibin Pharmaceutical 2;hee;CLe((::zlr\Tl1?ngr$)s/ Within one
. . RG2S e
IKCF'?/’\ I%td (R Tl A within the scope of 45,307,838.87 o0 17.46 0.00
£ ) combination
Hua Xia Securities Co., Ltd. (#¢  Treasury bonds and Over 5
LR R A ) security deposits 17,968,386.04 years 6.91 17,968,386.04
: : Other receivables
Joincare (Guangdong) Special _
medicine Food Co., Ltd. (fiJ Wict’l‘;i‘;atcr?ecsocrgg:% 15,751,011.27 y‘égg'” 2 6.06 0.00
— o o
E(r‘;fj\) #%@@HD%EE/L\ ﬂ) combination
_ o Other receivables
Topsino Industries Limited (K of each company 15,736,384.51  2-3 years 6.05 0.00

RS AT R 2 7])

within the scope of
combination
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Proportion to Closing
. Closing balance of . total other balance of
Name of entity Nature other receivables Ageing receivables provision for
(%) bad debts
Total 224,809,724.98 86.46 17,968,386.04

(@ 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.

4. Long-term equity investment

2022.12.31 2021.12.31
|tem .. ..
Provision for . Provision for .
Book balance impairment Carrying amount Book balance impairment Carrying amount

Investment
in 3,453,138,312.11  7,010,047.91  3,446,128,264.20 3,453,138,312.11  7,010,047.91 3,446,128,264.20
subsidiaries
_Investmgnt 78,056,248.43 0.00 78,056,248.43 84,810,888.09 0.00 84,810,888.09
in associates

Total 3,531,194,560.54  7,010,047.91  3,524,184,512.63 3,537,949,200.20 7,010,047.91 3,530,939,152.29

(1) Investment in subsidiaries

Provision .
Closing
for balance of
Investee 2021.12.31 Increase Decrease 2022.12.31 impairment ision f

in the year provision for

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

fj’s':care Daily- 24,116,498.56 0.00 0.00 24,116,498.56 000 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 . 105,939,709.72 0.00 0.00 105,939,709.72 0.00 0.00
Pharmaceutical

ﬂ:;g;ﬁe” 170,100,000.00 0.00 0.00 170,100,000.00 000  5,400,000.00

Egc\%’f‘ Electric 100,763,433.06 0.00 0.00 100,763,433.06 0.00 0.00

Jiaozuo Joincare 375,000,000.00 0.00 0.00 375,000,000.00 0.00 0.00

Shanghai 32,500,000.00 0.00 0.00 32,500,000.00 0.00 0.00

Frontier

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

JF%'anre Special 3,000,000.00 0.00 0.00 3,000,000.00 0.00 0.00

Livzon Biologics 294,037,191.00 0.00 0.00 294,037,191.00 0.00 0.00

Total 3,453,138,312.11 0.00 0.00 3,453,138,312.11 0.00 7,010,047.91
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(2) Investment in associates and joint ventures

Movement in the year

Closing
Investment . .
Investee 2021.12.31 L . income/loss  Adiustmentin - opo o Announced o on 2022.12.31 Palance of
Additions in Decrease in . other distribution of provision for
. - recognized . of other S for Others . .
investment investment comprehensive : cash dividend . A impairment
under the k equity - impairment
. income or profit
equity method
Associates
Ningbo Ningrong Biomedical
Co., Ltd. (T TRIAEMBE G 27,464,098.71 0.00 0.00 -284,889.20 0.00 0.00 0.00 0.00 0.00 27,179,209.51 0.00
MR T])
Feellife Health Inc. ((RYIRAR
e L 10,689,582.15 0.00 0.00 1,712,742.07 0.00 0.00 0.00 0.00 0.00 12,402,324.22 0.00

L EBE AR A R)
Novastage Pharmaceuticals
(Shenzhen) , Ltd. G4z 2547 18,080,883.21 0.00 18,080,883.21 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
REIN) HIRAF)
Jiangsu Baining Yingchuang
Medical Technology Co., Ltd.
(T H B B R R A IR 28,576,324.02 0.00 0.00 156,057.09 0.00 0.00 0.00 0.00 0.00 28,732,381.11 0.00
AT)
Shanghai Sheo Pharmaceutical
Technology Co., Ltd. (g 15 0.00 10,000,000.00 -257,666.41 0.00 0.00 0.00 0.00 0.00 9,742,333.59
BRI R A )

Subtotal 84,810,888.09 10,000,000.00 18,080,883.21 1,326,243.55 0.00 0.00 0.00 0.00 0.00 78,056,248.43 0.00
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5. Operating income and operating cost

(1) Operating income and operating cost

2022 2021
Item
Revenue Cost Revenue Cost
Primary 2,318,838,433.60 1,570,518,398.66 1,997,946,818.28 1,345,944,915.00
operations
Other 55,049,131.18 42,380,613.14 23,227,007.34 10,880,121.11
operations
Total 2,373,887,564.78 1,612,899,011.80 2,021,173,825.62 1,356,825,036.11
(2) Primary Disaggregate information of operating income
(D Segregation by products
2022 2021
Item
Revenue Cost Revenue Cost
Chemical
pharmaceuticals 2,156,627,002.13 1,467,215,984.98 1,844,258,573.30 1,249,873,341.86
(b2 25%)
Traditional Chinese
medicine (24l 42,843,606.38 24,726,803.46 38,481,963.54 22,519,595.22
7l
Health care
products ({f{t & 119,285,823.66 78,384,343.41 115,187,552.33 73,483,571.30
i)
Others 82,001.43 191,266.81 18,729.10 68,406.62
Total 2,318,838,433.60 1,570,518,398.66 1,997,946,818.28 1,345,944,915.00
@ Segregation by operating location
2022 2021
Item
Revenue Cost Revenue Cost
Domestic 2,318,555,876.08 1,570,367,026.33 1,997,946,818.28 1,345,944,915.00
Overseas 282,557.52 151,372.33 0.00 0.00
Total 2,318,838,433.60 1,570,518,398.66 1,997,946,818.28 1,345,944,915.00
(3 Segregation by timing of revenue recognition
2022 2021
Item
Revenue Cost Revenue Cost
Commodities
(Recognized ata 2,318,838,433.60 1,570,518,398.66 1,997,946,818.28 1,345,944,915.00
point in time) a
point in time)
Total 2,318,838,433.60 1,570,518,398.66 1,997,946,818.28 1,345,944,915.00
(3) Disaggregate information of other operations
2022 2021
Item
Revenue Cost Revenue Cost
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impairment test
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Processing fees 4,837,029.47 4,329,387.37 1,403,169.59 1,712,962.53
Rental fees 9,861,266.50 1,445,184.13 13,104,696.50 1,989,089.05
Technical services 27,233,207.55 23,946,403.27 0.00 0.00
Others 13,117,627.66 12,659,638.37 8,719,141.25 7,178,069.53
Total 55,049,131.18 42,380,613.14 23,227,007.34 10,880,121.11
6. Investment income
Item 2022 2021
Gain from disposal of long-term equity investment 985,288,053.40 1,351,395,397.50
Investment income from long-term equity investments under equity 1,326,243 55 -2,005,822.14
method
Investment income from disposal of long-term equity investments 4,242,404.46 -59,868,800.00
Dividend income from other equity instrument investments 512,350.35 4,175,569.86
Investment income from disposal of financial assets held for trading 0.00 50,958.36
Total 991,369,051.76 1,293,747,303.58
XVI. Supplement information
1. Statement of non-recurring profit or loss
Item 2022 2021
Gain or loss on disposal of non-current assets -705,357.30 14,492,047.24
Unauthorized approval, or no formal approval documents, or occasional tax
: . 0.00 0.00
refunds, reductions and exemptions
Government grants that are included in the profit and loss(except for
govemment grants that are closqu relate(.i to the company’s norma} busmess. 286.842,932.33 245.335,140.69
operations and that meet the national policy requirements and continue to enjoy
a certain amount or quantitative basis according to certain standards)
Capital occupation fees from non-financial enterprises 0.00 0.00
Gains resulting from the investment cost of the enterprise for the purpose of
acquisition of the subsidiaries, joint operation and joint ventures is lower than 0.00 0.00
the fair value of net identifiable assets of the investee as entitled at the time of ' '
receipt of the investment
Profit or loss from exchange of non-monetary assets 0.00 0.00
Gain or loss from entrusting others to invest or manage assets 0.00 0.00
Provision for impairment of assets accrued due to force majeure factors, such
. 0.00 0.00
as natural disasters
Gain or loss arising from debt restructuring 0.00 0.00
Enterprise restructuring fees, such as the expenses for employees’ settlement
: . 0.00 0.00
and the integration fees
Profit or loss exceeding the fair value and generated from the transaction of
. . S . . 0.00 0.00
which the transaction price is obviously unfair
Net profit or loss over the current period of the subsidiaries as a result of
business combination under common control from the beginning of the year to 0.00 0.00
the date of consolidation
Gain or loss arising from contingencies unrelated to the company’s normal 0.00 0.00
operation ' '
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 investment as a result of the -109,887,696.11 8,110,644.25
disposal of financial assets and financial liabilities held for trading and debt
investments
Reversals of provision for impairment of accounts receivable with individual 158.470.77 1,013,650.67
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Item 2022 2021
Profit or loss from entrusted loans 0.00 0.00
Gain or loss from fluctuation in fair value of investment property which is
. 0.00 0.00

measured at fair value
Impact of a one-time adjustment on current profit and loss according to the

. . . 0.00 0.00
requirements of tax and accounting, laws and regulations
Custody fees of entrusted operation 0.00 0.00
Other non-operating income and expenses other than the above -23,830,838.49 -30,737,442.83
Other gain or loss items met the definition of non-recurring item 0.00 0.00
Total amount of non-recurring items 152,577,511.20 238,214,040.02
Less: effects of income tax on non-recurring items 31,919,034.26 39,580,260.30
Less: Non-recurring items attributable to the minority shareholders (after tax) 37,113,548.72 95,131,719.24
Non-recurring items attributable to the shareholders of the Company 83,544,928.22 103,502,060.48

2. Rate of return on net assets and earnings per share

For the year ended 31 December 2022

Earnings per share

Profit in reportin riod Weighted average i i i i
° eporting perio return on equity (%) Basic earnings per Diluted earnings
share per share
Net profit attributable to the shareholders of the 1223 07933 07921
Company
Net profit attributable to ordinary shareholders
of the Company after deducting non-recurring 11.55 0.7492 0.7481
gains and losses
For the year ended 31 December 2021
Weighted average Earnings per share

Profit in reporting period return on equity (%)

Basic earnings per

Diluted earnings

share per share
Net profit attributable to the shareholders of the 11.50 06864 0.6858
Company
Net profit attributable to ordinary shareholders
of the Company after deducting non-recurring 10.60 0.6329 0.6324

gains and losses

Joincare Pharmaceutical Group Industry Co., Ltd.

7 April 2023
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