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Section | Important Notes, Contents, and Definitions

The Board of Directors (the “Board”), the Supervisory Committee and the directors, supervisors and
senior management of the Company confirm the truthfulness, accuracy and completeness of the contents
of this Annual Report and there are no misrepresentations, misleading statements or material omissions
from this Annual Report, and they accept joint and several responsibilities for the truthfulness, accuracy
and completeness of the contents herein.

Mr. Dong Ming, the person in charge of the Company, Mr. Ma Jia, the accounting officer, and Ms.
Xu Jing, the head of accounting center (accounting supervisor), hereby declare that they warrant the
truthfulness, accuracy, and completeness of the financial statements in this Annual Report.

All directors of the Company attended the Board meeting in respect of considering and approving
this Annual Report.

The Company kindly requests investors to read through this Annual Report and pay special attention
to “XI. Outlook of the Company” in the “Section 111 Management Discussion and Analysis.” This part
does not constitute our substantial commitments to investors. Investors are advised to pay attention to
investment risks.

The profit distribution plan considered and approved by the Board of Directors is as follows: Based
on the total share capital of the Company of 1,784,262,603 shares at the end of 2024, a cash dividend of
RMB 11.85 (tax inclusive) for every 10 shares will be paid to all shareholders, with no bonus shares issued

(tax inclusive), and no capital reserve to increase the share capital. At the same time, the Company



2024 Annual Report of Yunnan Baiyao Group Co., Ltd.

Contents
Section I  Important Notes, Contents, and Definitions ...........cccccocoeevieeiineene, 0
Section Il Company Profile and Key Financial Indicators............ccccccvevivneennen. 4
Section 11 Management Discussion and ANalysis ...........cccvveviieeiiieeciee e 9
Section IV Corporate GOVEINANCE .........cceeiveeiiieiieeeieesieeseeesiee e siaeesreeanree e 59
Section V' Environmental and Social Responsibilities.........c...cccooeviviiiviieninn 92
Section VI Significant EVENTS.........cocvi i 106
Section VII Changes in Shareholdings and Particulars about Shareholders..139
Section VI Preference SNAres ... s 150
SECHION IX BONGS....ciiiiiiiieieciie ettt sreenneas 151

Section X FINaNCial StatemeNtsS. . ....ooovveeee ettt e erre e e e e e e e e e 155



2024 Annual Report of Yunnan Baiyao Group Co., Ltd.

Documents Available for Inspection

() Financial statements affixed with the signatures and stamps of the person in
charge of the Company, the accounting officer, and the general manager of Financial
Management Department;

(1) Originals of the audit report containing the stamps of the external accounting
firm and the signatures and stamps of the registered accountants;

(111) Originals of all the Company’s documents and announcements publicly
disclosed on the Securities Times, Shanghai Securities News, China Securities Journal,

and http://www.cninfo.com.cn during the reporting period;

(IV) Other related materials.


http://www.cninfo.com.cn/
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Definitions
Term Definitions
CSRC China Securities Regulatory Commission
SZSE Shenzhen Stock Exchange

Hong Kong Stock Exchange

The Stock Exchange of Hong Kong Limited

SASAC of Yunnan Province

State-owned Assets Supervision and Administration Commission of Yunnan

Provincial People’s Government

The Company or Yunnan Baiyao

Yunnan Baiyao Group Co., Ltd.

New Huadu

New Huadu Industrial Group Co., Ltd.

State-owned Equity Management Company

Yunnan State-owned Equity Operation Management Co., Ltd.

Yunnan Hehe

Yunnan Hehe (Group) Co., Ltd.

Jiangsu Yuyue

Jiangsu Yuyue Science & Technology Development Co., Ltd.

Baiyao Holdings

Yunnan Baiyao Holdings Co., Ltd.

YNBY International or Ban Loong Holdings

YNBY International Limited (Formerly Ban Loong Holdings Limited)

Shanghai Pharma

Shanghai Pharmaceuticals Holding Co., Ltd.

Mixed ownership reform

Baiyao Holdings, former controlling shareholder of Yunnan Baiyao, introduced
strategic investors New Huadu and Jiangsu Yuyue by capital increase

Merger and overall listing

A transaction that Yunan Baiyao merged with Baiyao Holdings by issuing shares
to all shareholders of Baiyao Holdings, including SASAC of Yunnan Province,
New Huadu and Jiangsu Yuyue

Health Products Company

Yunnan Baiyao Group Health Products Co., Ltd.

Yunnan Pharma

Yunnan Pharmaceutical Co., Ltd.

CEO Chief Executive Officer
IP Intellectual Property
ESG Environmental, Social and Governance
NMPA National Medical Products Administration
Al Artificial Intelligence
oTC Over-the-counter drug

Reporting period

The period from January 1, 2024 to December 31, 2024

RMB, RMB’0,000, RMB’00,000,000

Expressed in the Chinese currency of Renminbi, expressed in tens of thousands
of Renminbi, expressed in hundreds of millions of Renminbi
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Section Il Company Profile and Key Financial Indicators

I. Company Profile

Stock Abbreviation Yunnan Baiyao Stock Code 000538
Stock Abbreviation before Change N
. one
(if any)
Stock Exchange Shenzhen Stock Exchange

Company Name in Chinese
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Location where the Company prepares and places

its Annual Report Company Archives Room

IVV. Changes in Registration

Unified Social Credit Code 9153000021652214XX

Changes in the principal businesses of the Company

since it was listed (if any) None

1997: Yunnan Pharmaceutical Corporation

1999: Yunnan Pharmaceutical Group Co., Ltd.

2003: Yunnan Yunyao Co., Ltd.

Changes in the Company’s controlling shareholders 2010: Yunnan Baiyao Holdings Co., Ltd (“Baiyao Holdings")

(if any) In 2017, Baiyao Holdings was the controlling shareholder but the Company had
no de facto controller.

In 2019, after the cancellation of the Company’s shares held by Baiyao Holdings,
the Company had no controlling shareholders and no de facto controller.

V. Other Information

The accounting firm engaged by the Company

Name of the accounting firm Mazars Certified Public Accountants (SGP)
Office address of the accounting firm 2-9/F, No. 169, Donghu Road, Wuchang District, Wuhan, Hubei Province
Name of signing accountants Fang Ziwei, Yang Yanling

The sponsor engaged by the Company to perform continuous supervision duties during the reporting period
0O Applicable Not applicable
The financial advisor engaged by the Company to perform continuous supervision duties during the reporting period

0O Applicable Not applicable

V1. Key Accounting Data and Financial Indicators

Whether the Company needs retroactive adjustment or restatement of accounting data in prior years or not

OYes No
Increase/decrease
2024 2023 compared to the 2022
previous year
Operating revenue (RMB) 40,033,300,814.72 | 39,111,292,156.00 2.36% 36,488,372,649.73
Net profit attributable to shareholders of 4749 41549955 | 4,093,782,074.02 16.02% 3,001,125,887.45

the listed company (RMB)

Net profit attributable to shareholders of
the listed company after deducting non- 4,523,057,538.23 | 3,763,605,361.07 20.18% 3,232,024,514.64
recurring profits and losses (RMB)

Net cash flows from operating activities

(RMB) 4,297,003,142.27 | 3,502,742,348.02 22.68% 3,209,410,032.57

Basic earnings per share (RMB/share) 2.66 2.29 16.16% 1.90
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Diluted earnings per share (RMB/share) 2.66 2.29 16.16% 1.90
Weighted average ROE 11.99% 10,5106 | UP 148 perci}?ﬁ%‘; 7.87%

Increase/decrease

compared to the

End of 2024 End of 2023 end of the End of 2022
previous year

Total assets (RMB) 52,914,181,333.05 | 53,784,293,183.93 -1.62% 53,320,943,868.74
Net assets attributable to shareholders of 38,831,946,424.51 | 39,879,122,031.51 -2.63% 38.503,673,731.86

the listed company (RMB)

The lower of the Company’s net profits before and after deducting non-recurring profits and losses in the latest three accounting

years are all negative, and the Company’s audit report for the previous year shows uncertainties in the Company’s ability to continue as a

going concern

OYes No

The lower of the Company’s net profits before and after deducting non-recurring profits and losses is negative

OYes No

Total share capital of the Company as at the trading day prior to the disclosure:

Total share capital of the Company as at the trading day prior to the

disclosure (shares) 1,784,262,603.00
Fully diluted earnings per share calculated based on the latest share capital:

Preferred share dividend paid 0.00

Perpetual bond interest paid (RMB) 0.00

Fully diluted earnings per share calculated based on the latest share 26618

capital (RMB/share) )

VII. Differences in Accounting Data under Chinese Accounting Standards (CAS) and Overseas

Accounting Standards

1. Differences in the net profits and net assets in financial statements disclosed respectively under International
Financial Reporting Standards (IFRS) and CAS

OApplicable  Not applicable

During the reporting period, there was no difference in net profits and net assets in financial statements disclosed respectively under

IFRS and CAS.

2. Differences in the net profit and net assets in financial statements disclosed respectively under overseas

accounting standards and CAS

OApplicable  Not applicable

During the reporting period, there was no difference in the net profits and assets in financial statements disclosed respectively under

overseas accounting standards and CAS.
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VII1I. Key Financial Indicators by Quarter

Unit: RMB
Q1 Q2 Q3 Q4

Operating revenue 10,774,290,921.49 | 9,680,995,366.03 | 9,459,868,782.32 | 10,118,145,744.88
DG 9 1 AT Il 8D lieneielilens o 1,701,931,446.00 | 1,486,898,457.10 | 1,137,898,164.95 |  422,687,431.50
the listed company
Net profit attributable to shareholders of
the listed company after deducting non- 1,690,411,601.12 | 1,444,603,739.81 | 1,129,859,005.45 258,183,191.85
recurring profits and losses
Net cash flows from operating activities 527,059,804.98 | 2,734,557,587.01 811,521,353.35 223,864,396.93

Whether there is any significant difference between any of the above-mentioned financial indicator or their total number and those

disclosed in the Company’s any quarterly statements or interim statements

OYes No

IX. Non-recurring Profits and Losses and their Amounts

Applicable ONot applicable
Unit: RMB
Item Amount in 2024 Amount in 2023 Amount in 2022 Remarks

Profits and losses from disposal of non-current assets
(including the write-offs for the accrued impairment of 2,527,905.42 110,477,911.97 -62,684,387.81
assets)
Government subsidies included in the current profits and
losses (excluding the government subsidies closely related
to regular businesses of the Company in line with national 84,203,749.10 75,375,220.16 99,898,358.75
policies and received by a determined standard, with a
continuous impact on the Company’s profits and losses)
Profits and losses from changes in fair value of financial
assets and liabilities held for trading by non-financial
enterprises, and from disposal of such financial assets 150,994,732.81 199,779,795.08 -403,800,800.93
and liabilities, except for effective hedging operations
related to regular businesses of the Company
Profits and losses arising from entrusted investment or 6,589 832.78 3,146.335.87
asset management
Rev_ersal o_f impairment provision of accounts receivable 1,738,612.00
subject to individual impairment test
Profits and _Iosses arising from contingencies unrelated to 4,190,474.35
regular businesses of the Company
Non-operating revenue and expenses other than the above -28,939,412.06 -1,919,286.26 3,035,335.64
Other_proflts {and losses satisfying the definition of non- 47.186.324.01 41,588.740.24 80.566,869.79
recurring profits and losses
Less: Amount affected by the income tax 37,938,914.49 69,955,013.92 -48,913,488.78

Amount affected by minority interests (after tax) 4,868.25 28,316,990.19 1,017,965.76
Total 226,357,961.32 330,176,712.95 -230,898,627.19 --

Other profits and losses satisfying the definition of non-recurring profits and losses:

Applicable ONot applicable
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Other non-recurring profits and losses that meet the definition of non-recurring profits and losses mainly include

other non-recurring profits and losses such as interest on fixed deposits and value added tax credit.

Note for the definition of non-recurring profits and losses set out in the No.1 Explanatory Announcement on Information Disclosure

for Companies Offering Their Securities to the Public - Non-recurring Profits and Losses, as recurring profits and losses
OApplicable Not applicable
The Company does not define any non-recurring profits and losses set out in the No.1 Explanatory Announcement

on Information Disclosure for Companies Offering Their Securities to the Public - Non-recurring Profits and Losses
as recurring profits and losses.
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Section 111 Management Discussion and Analysis

I. Industry Landscape of the Company during the Reporting Period

(1) Industry landscape and development trends

In 2024, as the reform of the pharmaceutical and healthcare system deepens and the industry undergoes
transformation and upgrading, China’s pharmaceutical and healthcare sector has entered a critical period of change
and adjustment. Due to the combined impact of many factors, the pharmaceutical and healthcare sector is experiencing
slow growth. According to the China Pharmaceutical Enterprises Association, pharmaceutical industrial enterprises
above designated size achieved flat year-on-year revenue in 2024, while profits decreased by 0.9% year on year. Driven
by policy support, technological innovation and market demand, the pharmaceutical industry faces both opportunities
and challenges. In terms of demand, on one hand, the accelerating aging of the population has led to an increased need
for the diagnosis and treatment of chronic diseases, driving the expansion of both the medical services and
pharmaceutical markets. At the same time, public recognition of traditional Chinese medicine (TCM) continues to rise,
with TCM consumption scenarios extending into daily healthcare, driving continuous market growth. On the other
hand, with the rising health consciousness, people are placing higher demands on the accessibility, safety, cost-
effectiveness, and personalization of medical resources. In terms of supply, scientific and technological innovation
continues to empower medicine and health. The application of artificial intelligence (Al), information technology, and
other fields in TCM is continuously expanding, providing new opportunities for the innovative development of TCM.
With the continued implementation of policies such as healthcare insurance and centralized procurement,
pharmaceutical products need to further focus on clinical value to better meet the demands of modern society.

Pharmaceutical companies are facing more challenges in quality management, innovation and R&D, and cost control.
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several national ministries and commissions jointly issued the Opinions on Further Strengthening the Construction of
Healthcare Culture in the New Era, stating that it is necessary to adhere to the inheritance and innovation, and promote
the integration of TCM into production and life. The General Office of the State Council issued the Key Tasks Listed
for Deepening Medical System Reform in 2024, proposing to promote the development of TCM inheritance and
innovation, and support the entire industrial chain deployment of the leading enterprises in the TCM industry. The
National Administration of Traditional Chinese Medicine issued the Action Plan for Standardization of Traditional
Chinese Medicine (2024-2026) to provide strong support for promoting the modernization and industrialization of
TCM and the high-quality development of TCM. The Several Opinions on Promoting the Development of Digital
Traditional Chinese Medicine was issued with the aim of utilizing digital technology to empower the high-quality
development of TCM. With the introduction of various policies, the TCM industry continues to move toward greater
standardization. The leading enterprises in the TCM industry have accelerated the deployment across the industrial
chain, further integrating the industry resources and accelerating the pace of industrial upgrading.

In the “Big Health (holistic wellness)” industry, affected by macroeconomic fluctuations, ongoing economic
structural adjustments, and other factors, consumer decision-making has become more cautious, and the consumer
sector is facing increasing pressure. In 2024, the total retail sales of consumer goods for the year grew by 3.5%
compared to the previous year, a slowdown from the 7.2% growth in 2023 (Source: National Bureau of Statistics). The
overall performance of the consumer market has led to numerous challenges for the development of the “Big Health”
industry. In addition to the demand for traditional medical services and medicines, there has been a diversified growth
in the demand for health management, rehabilitation, physiotherapy, and healthcare services. The relevance of TCM
to health management has been further reinforced, and consumers are increasingly seeking better ingredients, quality,
and efficacy in “Big Health” products. In terms of channels, there is a clear trend toward the integration of online and
offline platforms. Emerging channels such as social e-commerce and interest-based e-commerce have become crucial
avenues for sales conversion, while offline chain channels are shifting focus toward disease prevention, health
education, and health management. The penetration of health consumption demand into sub-county areas has created
new growth opportunities for the industry.

Based on the development trends in TCM and the “Big Health” industry across such aspects as demand, supply,
and segmentation, pharmaceutical and “Big Health” enterprises must align with these trends and enhance their
competitiveness through strategies such as R&D and innovation, product upgrading, management optimization, market
expansion, thus achieving high-quality development.

(1) Industry position
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The Central Committee of the Communist Party of China and the State Council attach great importance to the
development of TCM, positioning the inheritance and innovation of TCM as an important aspect of the socialist cause
with Chinese characteristics in the new era. The report to the 20" National Congress of the Communist Party of China
has explicitly stated that we should “promote the inheritance and innovation of TCM.” The Yunnan Provincial
Committee of the Communist Party of China and the provincial government place great emphasis on the development
of the TCM industry, positioning the TCM industry as the key focus for developing agriculture of Yunnan plateau
characteristics and an important part of the growth of *“resource-driven economy.” The Three-year Action Work Plan
for the High-quality Development of the TCM Industry in Yunnan Province (2025-2027) outlines the goal of building
industrial clusters with Yunnan Baiyao Group serving as the “chain leader” to expand and strengthen the TCM industry.

Yunnan Baiyao has always been committed to the inheritance and innovation of TCM, continuously exploring
the intrinsic potential of traditional medicinal products, and promoting the integration of TCM into modern life. The
Company continuously injects new vitality into its brand and products, forming a product portfolio with 40 categories
and 416 varieties. In the pharmaceutical products domain, Yunnan Baiyao holds 567 drug approval numbers and 316
product varieties, including 222 types of Chinese patent medicines, 43 of which are exclusive varieties. The Company
started with the century-old Yunnan Baiyao powder as its foundation and has gradually created a series of core

pharmaceutical products in the field of musculoskeletal and minor wound care, covering all kinds of product forms
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segment, also ranking first in the market. Yunnan Baiyao (Powder) holds a 14.9% retail market share in the full-body
Chinese patent medicine for bone injuries in the musculoskeletal system, ranking first in the market (Source:
Sinohealth CHIS). Yunnan Baiyao Toothpaste continues to maintain the No.1 market share in the Chinese full-channel
market in 2024 (Source: Nielsen Retail Data 1Q 202412).

In 2024, Yunnan Baiyao was selected as one of the top 25 companies in the 2024 Healthcare - The World’s Most
Valuable and Strongest Pharmaceutical, Medical Device and Healthcare Service Brand Value Rankings published by
Brand Finance, an international authoritative brand value consulting company, and once again ranked No.5 in the List
of Top 100 Enterprises in China’s Pharmaceutical Industry. Yunnan Baiyao was also listed on the Fortune China 500
List published by Fortune China for the 15% consecutive year, ranking 385™; and was ranked 33 in the List of Top 50

Global Pharmaceutical Companies by Pharmaceutical Executive in US.
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TCM production, research and marketing integrated digital intelligence platform + 1 new specialized market for TCM
materials at the origin + multi-dimensional synergies,” so as to support “excellent TCM products” by “excellent
Yunnan TCM resources.”

Yunnan Pharma remains steadfast in pursuit of maintaining its leading market share among pharmaceutical
distribution companies in Yunnan Province. It has achieved full coverage in all 16 prefectures and cities of Yunnan
Province, with its channels radiating across major retail chain pharmacies. It also assists governments and medical
institutions in building better management and service systems, providing high-quality and modern pharmaceutical
supply chain service solutions for upstream and downstream customers.

(11) Business model
1. Transformation from a Chinese leading TCM enterprise to a “Chinese leading, world-class” modern
pharmaceutical industry group

As a “chain leader,” the Company is committed to promoting coordinated development across the industrial chain,
refining its focus on core areas, expanding the leadership of advantageous products, and accelerating the construction
of the industrial system. Centered on the principles of “strengthening principal businesses, stabilizing growth, and
ensuring sustainability,” we aim to create a comprehensive industrial chain for Yunnan-branded TCM materials. We
will focus on expanding the long-term potential of pharmaceuticals, health products, TCM resources, and commercial
logistics, thus achieving self-driven leapfrog development. In addition, based on the development strategy, the
Company will scientifically validate and rapidly promote the Group’s internationalization strategy, and fully leverage
the synergistic and promotional effects of “two markets” and “two resources” at home and abroad, focusing on
expanding the reach of TCM products abroad, creating new growth opportunities for health products, and integrating
international resources for the development of innovative medicines, so as to drive our sustained high-quality
development through internationalization, and support the transformation of Yunnan Baiyao from a Chinese leading
TCM enterprise to a “Chinese leading, world-class” modern pharmaceutical industry group.

2. Transformation of the development model from “endogenous growth” to “intensive and extensive growth”

The Company adopts a two-pronged growth strategy as the main growth model that combines internal efficiency
improvement (“intensive growth”) with external market expansion (“extensive growth”). “Intensive growth” focuses
on tapping potential and increasing efficiency to stabilize the fundamental base. It concentrates on the development
foundations of the pharmaceutical, health, and distribution industries. Following the approach of maximizing overall
benefits, it aims for systematic improvement and optimization across the industrial chain, value chain, and production

factors, continuously promoting the high-quality development of the Company’s principal businesses. “Extensive
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growth” emphasizes foresight and insight. Based on the overall strategic requirements and orientation, we actively
explore strategic mergers and acquisitions, strategic cooperation and other models to complement and strengthen the
existing industrial segments, and quickly break through the existing growth bottlenecks. This dual approach enables
the Company to build a healthy and sustainable industrial portfolio system, and achieve high-quality and sustainable
development.

3. Transformation from training internal talents to the model of “training internal talents + introducing external

talents”

The Company believes in the pivotal role of talent in driving its development. It has established a systematic and
scientific training system that offers diverse career development pathways, fostering both specialized knowledge and
comprehensive skills, with the mutual development of talents and the Company as the objective. The Company
concentrates its superior resources and actively introduces high-level professionals from multiple fields, including
drug R&D, digital construction, and strategic investment. It continues to enhance its business capabilities in multiple
dimensions, such as innovative R&D, lean operations, and investment and mergers & acquisitions. By nurturing
internal talents, actively recruiting external experts, and fully utilizing its organizational environment for talent
development and market resources, the Company strives to build a high-quality talent pool aligned with its future
growth requirements.

4. Transformation from a traditional manufacturing enterprise to a smart enterprise based on digital operations

The Company is committed to building a digital driving force and actively seeking transformation to digital
operations with a strong customer-centric approach to enhance customer value and experience. By leveraging cutting-
edge digital technologies such as cloud computing, big data, Al, 5G, and the Internet of Things, the Company drives
innovation and development. The Company also seeks for transformation from a function-oriented process to a process
that connects customer scenarios to drive the Company’s management change and organizational development. Also,
the Company is moving beyond a unified “data base” and governance strategy to build a data-driven intelligent

decision-making system “based on facts.”

I11. Analysis on Core Competitiveness

() Brand strength
Yunnan Baiyao is a well-established Chinese heritage brand with a history of over 123 years. Centered around

the Yunnan Baiyao brand, the Company has expanded from a pharmaceutical brand into a multi-brand ecosystem
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of the health industry, and created classic examples of innovation and the integration of TCM products into daily life,
such as “Yunnan Baiyao Woundplast” and “Yunnan Baiyao Toothpaste.”

Looking ahead, the Company will continue to enhance its innovation capabilities by continuously improving the
level of R&D and promoting digital and intelligent reform. We have set up more than 10 national and provincial
scientific research platforms and R&D centers with many research institutions and universities, focusing on the field
of medicine, strengthening the introduction of talents, scientific research and cooperation and exchanges, and
enhancing collaboration between basic and clinical research to truly achieve the effective transformation of research
achievements into cross-disciplinary innovation and development. The Company has positioned “Al+Medicine” as
the core direction of its strategic transformation, deeply integrating advanced technologies such as Al, big data and
cloud computing into planting, processing, R&D, production, marketing and other aspects, accelerating the
transformation of digital intelligence, and focusing on the modernization of TCM and the intelligent upgrading of
health products.

(1V) Talent team strengths

The Company has established a long-term mechanism for talent security to deepen the market-oriented selection
and employment mechanism, improve the mechanisms for talent introduction, training, and selection, and foster an
environment conducive to the growth of its talent pool. By focusing on both internal team development and the
continuous external introduction of outstanding talents, we have built management teams with high professionalism
and strong market awareness across business areas. The Company is committed to enhancing the specialization,
professionalism, and market orientation of its cadre and talent teams, continuously optimizing their professional and
knowledge structures to create a supportive environment for talent growth, and enhance the loyalty, contribution and
sense of fulfillment among our talents. The Company continually refines its efficient incentive mechanism based on
its strategic goals, and gives priority to those who have made significant contributions, as well as key front-line
positions in emerging industries, R&D, innovation, reform, and other critical areas when allocating resources, to
maximize the enthusiasm and creativity of cadres and employees, promote the Company towards high-quality
development, and lay a strong foundation for achieving win-win cooperation among all stakeholders.

(V) Channel advantages

In terms of pharmaceuticals, the Company has built a marketing network covering medical institutions and retail
pharmacies across various provinces, regions, counties, and towns in China. In the advantageous over-the-counter
(“OTC”) channels, we have nationwide coverage, serving 5,000 top-tier chains and reaching over 400,000 retail stores.

Especially in areas with well-developed chain pharmacies such as East China, Hunan Province, Hubei Province, and
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Yunnan Province, the Company has achieved the high coverage, the penetration rate, and strong market control
capabilities, and implemented the special marketing cooperation under the principle of “One Province, One Strategy”
or even “One Chain Store, One Strategy.” The Company also has conducted extensive cooperation with major e-
commerce platforms such as Alibaba, JD.com, and Douyin, for expansion of online OTC sales channels, and achieved
efficient reach to modern consumers by virtue of customized digital marketing.

Regarding health products, Yunnan Baiyao has established a comprehensive nationwide sales team dedicated to
Big Health products, covering all terminals. Yunnan Baiyao Toothpaste continues to maintain a leading market share
in China with a high brand penetration in the oral product category. Through ongoing optimization of its full chain
channels, the Company has not only strengthened its position in traditional offline channels but also experienced
significant growth in emerging business models such as on-demand retail, community group purchases, and interest-
based e-commerce. This demonstrates the Company’s willingness to experiment and adapt, taking measured steps
forward and learning from any mistakes along the way, all of which enhance its ability to quickly respond to evolving
business trends. Such channel advantages have driven significantly enhancement to Yunnan Baiyao’s market

competitiveness, laying the foundation for the Company to continuously commercialize new products.

IV. Analysis on Principal Businesses

1. Overview

(1) Overview of business data

In 2024, the Company overcame the challenges posed by significant changes in the external environment and
focused on the core pharmaceutical business. Through excellent operation across the industrial chain, value chain, and
production factors, the Company maintained strong growth. During the reporting period, the Company achieved an
operating revenue of RMB 40.033 billion, a 2.36% increase compared to the same period last year; net profit
attributable to the parent company was RMB 4.749 billion, a 16.02% year-on-year increase from RMB 4.094 billion;
and net profit attributable to the parent company after deducting non-recurring profits and losses was RMB 4.523
billion, a 20.18% increase compared to RMB 3.764 billion last year, setting a new historical high.

In terms of growth quality, the Company generated net operating cash flow of RMB 4.297 billion, a 22.68%
increase compared to the same period last year; the weighted average return on net assets was 11.99%, an increase of
1.48 percentage points from the previous year; and basic earnings per share were RMB 2.66, a 16.16% increase

compared to last year. Meanwhile, the Company’s business structure continued to optimize. The proportion of
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industrial revenue in total operating revenue has further increased to 36.14%, with the growth rate of industrial revenue
reaching 5.30%. The gross margin of the industrial business is 65.93%, which is 1.69 percentage points higher than
the same period of the previous year. The Company’s efforts to improve quality and efficiency were effective, with
sales expenses decreasing by 2.26% and management expenses decreasing by 1.98% compared to the previous year.

The Company continued to maintain a healthy asset structure. At the end of the reporting period, the Company
had total assets of RMB 52.914 billion, net assets attributable to the shareholders of the listed Company amounted to
RMB 38.832 billion, the asset-liability ratio was 26.55%, and the cash and bank balance stood at RMB 10.888 billion.

(I1) Review of the main work and prospects

(1) Breakthroughs in organizational capacity building under the leadership in Party building and strategic
orientation

1) Fully leveraging the leadership in Party building to promote high-quality development of the Company

During the reporting period, the Company adhered to the guidance of Xi Jinping’s Thought on Socialism with
Chinese Characteristics for a New Era, firmly embracing the concept of “Leadership in Party building driving the
convergence of development momentum.” The Company emphasized strengthening leadership in Party building,
focusing on deepening “integration and inclusion,” uniting and leading all employees to raise their positions, strengthen
confidence, and take responsibilities, thus promoting stable development. Efforts were made to enhance grassroots
organizational strength, optimize organizational structure and personnel allocation, and ensure that grassroots Party
organizations have tangible, effective, and comprehensive coverage. The Company also focused on strengthening
system support and built a responsibility implementation system, a Party-building institutional guarantee system, a
“list-based” target task implementation system, and a “multi-dimensional integration” evaluation and assessment
system.

2) Implementing strategic orientation with high standards to ensure efficient execution of the principal businesses

Strategic goals focus on implementation, necessitating both the *“attitude and capabilities” to consistently drive
progress and foster a strong commitment to the strategy. In March 2024, the Company’s Board of Directors considered
and approved the Strategic Plan Outline for 2024-2028. Based on clear strategic positioning, Yunnan Baiyao further
concentrated on its core “pharmaceutical” foundation in 2024, focusing on four key business areas: pharmaceuticals,
TCM resources, health products, and pharmaceutical distribution. The Company continued to focus on its principal
businesses, tap potential and enhance efficiency. While persistently advancing its principal business focus and
improvement in quality and efficiency, the Company continuously refined and improved the Strategic Plan Outline,

taking into account internal development foundation and external industry dynamics. In December 2024, the Board of
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Directors considered and approved the Strategic Plan for 2024-2028 as the guiding document for Yunnan Baiyao’s
work in the next five years. The Company will follow the guidelines set out in the Plan, embrace inheritance and
innovation, surpass ourselves to embark on a new journey, and drive the century-old Baiyao toward becoming a
Chinese leading and world-class modern pharmaceutical industry group, achieving synergistic growth in scale, quality,
and structure. Also, the Company continues to strengthen the implementation of its strategy, and responds to external
uncertainties with the certainty of its strategic direction and the effectiveness of its execution. The Company has
continuously enhanced its strategic leadership capability, and the focus on principal business execution has yielded
significant results. On one hand, the Company has solidified its principal business market, and on the other hand, new
growth areas have achieved breakthroughs.

3) Enhancing group management efficiency and aligning synergies to energize the workforce

During the reporting period, based on the requirements for strategy implementation, the Company significantly
enhanced group management efficiency and operational effectiveness through organizational restructuring,
comprehensive budget management, and innovation in incentive mechanisms. First, the Company redefined and
repositioned its business segments, and strengthened the development of its central capabilities in areas such as market
development, supply chain, branding, marketing, and e-commerce, effectively supporting the business units in market
competition. Second, the Company established a more focused, streamlined, and efficient organizational structure,
optimized financial management responsibilities and reinforced the vertical leadership capabilities of functional
departments such as strategy, investment, supervision, and human resources, further improving the synergy of business
operations. Third, the Company standardized the talent management system, and initially built a leadership team with
strong aspirations and capabilities, and a well-structured talent pool aligned with strategic plans, industry layout, and
development goals, constantly enhancing the standardized management capability across the human resources process.
At the same time, the Company effectively leveraged “precise” incentives to achieve greater results in workforce
management. Fourth, the Company implemented comprehensive budget management with a closed-loop approach.
The budget formulation process was strategically driven, identifying growth drivers for each business segment and
ensuring the target achievement supported by comprehensive budget. The cross-departmental collaboration was guided
by a positive management approach, achieving the initial goal of resource optimization through budget management.
Fifth, the Company strengthened budget execution monitoring and established a performance analysis mechanism.
Business analysis was extended from the group level to business units, with regular reviews of market changes,
ensuring that timely responses were in place and the budget was both guiding and flexible.

(2) Focusing on the principal businesses, optimizing the structure, and achieving high-quality development
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1) Pharmaceutical Business Group

During the reporting period, the Pharmaceutical Business Group achieved a principal business revenue of RMB
6.924 billion, representing a year-on-year growth of 11.8%. Ten products have each achieved sales exceeding RMB
100 million. Among the core products, Yunnan Baiyao Aerosol achieved sales revenue of more than RMB 2.1 billion,
with a year-on-year growth of over 26%. The sales revenue of Yunnan Baiyao Plaster, Yunnan Baiyao Capsule,
Yunnan Baiyao Woundplast and Yunnan Baiyao (Powder) has significantly increased compared to the previous year.
Other branded TCM products showed impressive growth. The sales revenue of Pudilan Anti-inflammatory Tablets
reached nearly RMB 200 million, representing a significant year-on-year growth of over 22%, while the revenue of
Xuesaitong Capsule, Baotaikang Granule for Children, and Ginseng and Tuckahoe Spleen and Stomach Strengthening
Granule exceeded RMB 100 million respectively. Botanical supplements also maintained a growth trend, with the
sales revenue of Qixuekang Oral Liquid growing 14% year-on-year.

In 2024, based on the strategic positioning of being “the ‘leading’ brand of pain management in the field of
traumatology,” the Pharmaceutical Business Group, by fully leveraging its product and brand strengths, introduced a
new model for injury management, delved deeply into the efficacy mechanism of the core products of Baiyao in the
field of pain management. By tapping into the potential of “Baiyao + pain relief + traumatology” products in academic
and clinical fields, the Company has strengthened the popularity and leadership of the core products of Baiyao in
orthopedics and pain management, and created an expansive product ecosystem. Meanwhile, the Pharmaceutical
Business Group further optimized the operation platform of “High-quality TCM,” focusing on high-potential segments
such as cardiovascular, respiratory system, and obstetrics and pediatrics, and continued to enrich the product pipeline
to build a large ecosystem in the pharmaceutical industry. During the reporting period, the Pharmaceutical Business
Group continued to promote key tasks from academic and clinical, marketing, channel segmentation, production
efficiency and other aspects. In terms of academic and clinical study, we have made steady progress in clinical research
on Yunnan Baiyao (Powder) and Yunnan Baiyao Capsule in the treatment of diabetic foot and bone pain, Gongxuening
Capsule in the treatment of abnormal uterine bleeding and the reduction of vaginal bleeding after medication abortion,
and Qixuekang Oral Liquid in the improvement of heart and blood vessel health and the prevention and treatment of
plateau reaction, expanding the application scenarios for the products. In terms of marketing, the cultivation of our
own sports IP “Let’s Play Basketball” was successful, promoting brand rejuvenation and further increasing the
penetration rate of single product. The packaging of Qixuekang was refreshed and upgraded, promoting the rapid sales
growth of Qixuekang Oral Liquid in the important marketing nodes in autumn and winter nourishment. In terms of

channel segmentation, the in-hospital channel was expanded steadily thanks to continuous cultivation, our dominance
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was maintained in the offline OTC channel, and new breakthroughs were made in online exploration. In terms of
improving production efficiency, we established online business processes, promoted the achievement of precise
marketing, ecological channel construction, and user data ownership, and created a large back-office operation system
with standardized systems, scientific processes, simplicity and high efficiency, achieving remarkable results in
improving quality and efficiency throughout the year.

Moving forward, with the goal of becoming “a model of TCM inheritance and innovation development,” the
Pharmaceutical Business Group will inherit, safeguard and develop the superior products of Baiyao, optimize the
existing product system and provide a comprehensive operational plan to achieve strategic growth of the products on
other high-potential core areas, focusing on major disease treatment fields such as cardiovascular, respiratory system,
and obstetrics and pediatrics. On the other hand, the BG will continuously conduct secondary development of existing
products around strategic goals and selectively extend external projects to strengthen and expand the pharmaceutical
system.

2) Health Products Business Group

During the reporting period, the Health Products Business Group achieved an operating income of RMB 6.526
billion and a profit of RMB 2.191 billion, with a year-on-year growth of 1.6% and 8.36% respectively. In the oral care
segment, Yunnan Baiyao Toothpaste maintained the top market share across all channels in China in 2024 (Source:
Nielsen Retail Data 1Q202412). During the “618” and “Double 11” period in 2024, Yunnan Baiyao has consistently
held the top position as the leading oral care brand across all online platforms for many years (Source:
shangzhizhen.com). In the hair care and anti-hair loss segment, Yangyuanging recorded sales revenue of RMB 422
million during the reporting period, up 30.3% year on year. Boasting the special makeup certificate of hair care and
the national invention patent certificate of hair care and anti-hair loss and the differentiated technology advantages, we
have successfully created the core brand of Yangyuanging - “To control oil and prevent hair loss, use Yangyuanging.”
Thanks to the increasing penetration rate, Yangyuanging achieved a growth higher than the industry average of the
anti-hair loss category in the fierce market competition, and won the top 1 Chinese anti-hair loss shampoo brand on
Tmall during the “618” and “Double 11” period consecutively in 2024 (Source: shangzhizhen.com).

During the reporting period, the Health Products Business Group achieved end-to-end connectivity from suppliers
to market launch, from enterprise management to user services, and from product development to user needs by
optimizing the R&D management, channel management, production management and supply management processes
of the Health Products Business Group. In terms of R&D and innovation, the Health Products Business Group obtained

22 patent authorizations, submitted 6 applications, and published 2 papers in top international SCI journals during the
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reporting period. In terms of content marketing, we carried out special programs in key nodes, focusing on the
keywords of the brand, such as “gum protection” for Yunnan Baiyao Toothpaste, and “anti-hair loss” for hair care and
anti-hair loss series. On World Oral Health Day, we launched the “Healthy Oral 123 Plan.” Upholding the concept of
“integrating TCM into modern life,” we enhanced the brand’s influence and empowered the brand’s business growth
across the region through the “Amazing Chinese Heritage” project and high-quality cultural content. We co-branded
the “National Museum of Chinese Writing,” tracing the lineage of characters and accomplishing brand culture
breakthroughs. The series of brand campaigns strengthened the brand’s national popularity and professionalism,
precisely reached the audience, and achieved a total exposure of more than 6.43 billion.

In the future, with the goal of becoming “the benchmark for the new concept of Chinese healthy lifestyle,” the
Health Products Business Group will build a health ecosystem centered around quality of life. On the one hand, we
will leverage our oral business as the foundation and benchmark, maintain and expand our industry leadership, deploy
professional market while stabilizing the existing business, develop the hospitality business, expand oral non-
toothpaste products, enhance new product R&D and iteration capabilities, and strengthen the ecosystem. On the other
hand, we will rapidly increase the scale and volume of the washing and care business, steadily strengthen our focus on
scalp ecology, and expand into the field of skin management in an orderly manner, so as to continuously improve the
effectiveness of the organization and management, and enhance the efficiency of business development and the growth
momentum.

3) TCM Resources Business Group

During the reporting period, the TCM Resources Business Group achieved an operating revenue of RMB 1.751
billion, representing a year-on-year increase of about 3.13%. The TCM Resources Business Group continued to ensure
the supply and price stability of the Company’s strategic varieties, with the price increase of the herbal materials for
feeding significantly lower than the average price increase of TCM materials in the industry. Through supply chain

collaboration, we built an integrated “Big Procurement” management platform, reducing procurement costs of RMB
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than 7 million bags of decoction.

During the reporting period, in accordance with the decision-making and deployment of the Yunnan Provincial
Committee of the Communist Party of China and the provincial government to cultivate Yunnan’s TCM industry into
a world-class modernized industry, Yunnan Baiyao firmly shouldered the responsibility of a “chain leader” of the
TCM industrial chain in Yunnan Province. The Company has clarified the objectives and detailed measures in the
areas of seed industry, planting, processing, marketing and branding, and accelerated the efforts related to the high-
quality development of the TCM industry. In terms of seed industry, Yunnan Baiyao Group Seed Industry Technology
Co., Ltd, the first company engaged in the TCM seed industry in Yunnan Province, was established to provide
germplasm source control and resource support for the industry. In terms of planting, 7 GAP varieties were declared
in 2024, with a base area of 4,593 mu. In terms of processing, the Lijiang Wenshan Platform has realized open sharing,
and the Jinggu, Ludian and Pingbian primary processing platforms have been initially constructed. Among them, the
Qixuekang Oral Liquid from the Wenshan Company was awarded the title of “Single Champion of Manufacturing” in
Yunnan Province. The Lijiang platform has promoted the fresh processing of medicinal materials in western Yunnan,
with production increasing by 180% during the reporting period, and food and healthcare food production rising by
182%. These measure not only lead high-quality development but also support the deep cultivation of nutritional
products. In terms of market development, the industry internet platform for Yunnan TCM - “Digital Intelligence of
Yunnan TCM” platform was officially launched. In addition to the basic trading functions, there are also testing,
logistics, finance and other industry support services, fully open to the farmers, processing enterprises, buyers,
regulatory agencies. The total value of transactions during the reporting period exceeded RMB 100 million. By
building a three-tier product system of “Baiyao Preferred,” “Baiyao Certified” and “Baiyao Owned,” we helped
upgrade traditional agricultural products to standardized “industrial products.” In terms of brand building, Yunnan
Baiyao was selected as one of the “Green Yunnan Products” brand catalogs in Yunnan Province in 2024, “2024 Brand
Enterprise for TCM Decoction Pieces” and “2024 Authentic Medicinal Material Brand.” In terms of standard
formulation, we participated in the revision of the standard of Panax notoginseng and Atractylodes lancea in the
Chinese Pharmacopoeia (2025 Edition), and led the 18 standard researches of freshly processed varieties in Yunnan,
which accounts for 90% of the total number of freshly processed varieties in Yunnan Province. We made
breakthroughs in the R&D of national standard variety formula granule technology, and completed the filing of 158
varieties.

Looking to the future, the TCM Resources Business Group will continue to undertake the strategic positioning

and responsibility of Yunnan Baiyao Group as the “chain leader” for the high-quality development of the TCM industry
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retail store resources, providing a more comprehensive and convenient online service for patients to find and purchase
medications through integrated online and offline operations.

Toward the future, Yunnan Pharma will continue to focus on customers’ health needs, integrate upstream and
downstream service resources, and provide value-based pharmaceutical business services. Based on the perspective of
industry change, we will build a clearer pharmaceutical service product matrix covering full commercialization cycle
of drugs and all channel types for Yunnan Pharma, make in-hospital and out-of-hospital multi-channel deployment,
actively promote the product-oriented total lifecycle management, customer-oriented supply chain value-based service
solutions, and market-oriented innovative business models, so as to build a closed loop of patient-centered diagnosis
and treatment ecosystem, and renew and upgrade the value network through the synergy of the entire supply chain.

5) Continuously advancing the business deployment optimization and the operational quality enhancement of
new business units

During the reporting period, the Company promoted the deployment optimization of new business units, rapidly
facilitated business development of the Medical Devices BU and the Tonic Healthcare Products BU by means of model
and product innovation.

Medical Devices BU focused on the three key categories of pain therapy, plasters and eye care and divested from
some underperforming businesses, realizing an operating revenue of RMB 425 million, a year-on-year increase of 61%.
By focusing on the supply chain, we optimized our production teams and improved efficiency, thus reducing
procurement costs and increasing profitability. Tonic Healthcare Products BU continued to optimize brand building
and actively promoted online and offline market development, achieving an operating revenue of RMB 99.07 million,
a year-on-year increase of 101%, and marking the first profitable year. Among them, the entire series of Panax
notoginseng products, especially the TCM decoction pieces and agricultural and sideline products, health functional
foods, have grown rapidly through measures such as unified packaging upgrading, online and offline regional
marketing deployment, and the construction of front-, middle- and back-end organization and guarantee system.

(3) Strengthening R&D and innovation management to enhance the driving force by focusing on R&D

The Company focuses on TCM and innovative drugs. On the one hand, we uphold inheritance and innovation,
and develop the TCM business. We solidified the development of germplasm resources by establishing a seed industry
company. Through a combined model of independent and collaborative R&D, we aim to quickly build a “breeding,
propagation, and promotion integration” system for seed source development, focusing on breeding research for local
medicinal materials such as Panax notoginseng and Paris polyphylla. We strengthened the innovation of TCM and

conducted research on ethnic medicine, achieving significant progress in TCM R&D. On the other hand, we strive to
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make differentiated deployment in innovative drugs. Based on the criteria of technology frontier, clinical demand and
resource endowment, we take the initiative to integrate into the national and local biomedical strategies, and deploy
and develop innovative drugs with more competitiveness and market prospects. During the reporting period, upholding
the innovation-driven strategy, the Company has promoted the transformation of results, continuously improved the
development momentum, and promoted scientific planning of short -, medium - and long-term projects in an orderly

manner.

Long term
Medium term

Short term

|| |H|||H|\.

To actively deploy secondary innovative development of To vigorously promote development of innovative To vigorously promote development of innovative

Lailll

marketed varieties and quicker development of medical devices TCM and achieve breakthroughs in Baiyao TCM and achieve breakthroughs in Baiyao

transdermal preparation transdermal preparation
For short-term projects, we will dedicate our efforts to the secondary innovative development of marketed
varieties and the development of drugs and medical devices. Eleven large varieties of TCM involving secondary

development are currently under research, and 25 projects are in progress. During the reporting period, the progress of

several key projects is as follows:

PéOJeCt Project Progress Overview
ycle Name
The clinical study on Qixuekang Oral Liquid for improving heart and vascular health has
completed data collection for 109 patients, statistical analysis, and submission of a
Qixuekang summary report.
project The study on Qixuekang Oral Liquid for treating Qi deficiency and blood stasis-type
hypertension has completed the project application to the Science and Technology
Department of Yunnan Province and internal project initiation.
The multicenter RCT clinical study on the efficacy and safety of Gongxuening Capsule in
Secondary reducing post-abortion bleeding has been completed.
development | The multicenter RCT clinical study on the efficacy and safety of Gongxuening Capsule in
Short- project of _ reducing vaginal bleeding after medical abortion has successfully enrolled 269 cases.
term Gongxuening | stydies on pharmacokinetics, pharmacology and toxicology, and safety evaluations have

been completed.

Multiple studies are steadily advancing, including clinical efficacy observation and
mechanism research of Yunnan Baiyao in different stages of diabetes, randomized

gzir;/g%n controlled tri_als on the efficacy of Yunnan Baiyao_in alleviating fracture pain, clinical

Capsule phgrmacologlcal_ exploratory resear_ch on Yun_nan Ba!yao fo_r fracture healing, ar_ld cllnlt_:al
efficacy evaluation of Yunnan Baiyao combined with basic treatment for patients with
periodontitis.

Other Research on sugar-free grapules, second_ devglqpment of Qian Ce_lo Nao Mai Tong

orojects formulation, and post-marketing re-evaluation clinical pre-trial of Shuliean Capsule are all

progressing steadily.

For medium-term projects, we made every effort to promote the development of innovative TCMs and continued
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to build star products of Yunnan Baiyao transdermal preparations. During the reporting period, the progress of several

key projects is as follows:
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(4) Continuously deepening the digital intelligence transformation strategy to help the Company enhance
quality and efficiency

During the reporting period, the Company continued to implement the Digital Development Plan for 2022-2026
of Yunnan Baiyao Group. By leveraging cutting-edge data and Al technologies, it has empowered all segments of the
industry chain, promoting industrial transformation, upgrading, and business innovation. Applications of Al have
achieved significant results in various scenarios. Key projects include focusing on the industrial supply chain, unified
operations aimed at consumers, the mid-platform establishment based on data insights and marketing capabilities, and
digital upgrades for business and functional sectors, all of which comprehensively support the Company’s strategic
development. In the digitization of TCM, the creation of the “Digital Intelligence of Yunnan TCM” platform has
streamlined the entire process from planting to distribution, building a digital ecosystem from cultivation to
consumption, and advancing the TCM industry toward intelligence and sustainability. Al-assisted product R&D has
improved research efficiency. The Company has also made continuous progress in data governance, financial and
operational integration, lighthouse factories, and other special projects, further empowering the business and enhancing
management capabilities.

Looking ahead, the Company will continue to empower the effective development of its business and provide
competitive advantages through its digital intelligence capabilities, explore the direction of transformation of
“Al+Medicine,” and accelerate the transformation of digital intelligence by deeply integrating advanced technologies
such as Al, big data, and cloud computing into various aspects such as planting, processing, R&D, production, and
marketing. We will define “innovation” through digital transformation, integrate data elements with TCM for

continuous deep fusion, forge new quality productive forces, revitalize TCM and infuse it with new vitality.

2. Revenue and cost

(1) Operating revenue structure

Unit: RMB
2024 2023
— — Year-on-year
Amount Proportion in Amount Proportion in increase/decrease
operating revenue operating revenue

Total operatin

perating 40,033,300,814.72 100% 39,111,292,156.00 100% 2.36%
revenue
By industries
| |
I:S;’rsr:;y sales 14,468,250,214.38 36.14% 13,740,557,061.12 35.13% 5.30%
Commercial sales 25,472,886,013.94 63.63% 25,295,257,277.35 64.68% 0.70%
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income

Technical services 26,297,797.46 0.07% 10,743,024.62 0.03% 144.79%
Hospitality industry 14,108,732.07 0.04% 14,426,628.18 0.04% -2.20%
:)T;;gﬁ;;osn;es 2,393,337.40 0.01% 1,436,078.20 0.00% 66.66%
LTJZ?;ZESZ?”‘ other 49,364,719.47 0.12% 48,872,086.53 0.12% 1.01%
By products

Eggnﬂr::;:)md”m 14,468,250,214.38 36.14% 13,740,557,061.12 35.13% 5.30%
Wholesale and retail 25,472,886,013.94 63.63% 25,295,257,277.35 64.68% 0.70%
gr%zﬁ‘ég“ra' 2,393,337.40 0.01% 1,436,078.20 0.00% 66.66%
Other services 40,406,529.53 0.10% 25,169,652.80 0.06% 60.54%
Others 49,364,719.47 0.12% 48,872,086.53 0.12% 1.01%
By region

Domestic 39,674,627,530.94 99.10% 38,477,107,385.74 98.38% 3.11%
Overseas 358,673,283.78 0.90% 634,184,770.26 1.62% -43.44%
By sales model

Industrial model 14,468,250,214.38 36.14% 13,740,557,061.12 35.13% 5.30%
Commercial model 25,472,886,013.94 63.63% 25,295,257,277.35 64.68% 0.70%
Others 92,164,586.40 0.23% 75,477,817.53 0.19% 22.11%

(2) The industries, products, or regions that account for more than 10% of the Company’s operating revenue or operating profit

Applicable

Operating revenue

ONot applicable

Operating cost

By industries

Income from
14,468,250,214.38
industrial sales

Gross margin

Increase/Decrease in
operating revenue as
compared with the
same period of the

previous year

Increase/Decrease in
operating cost as
compared with the
same period of the

previous year

Unit: RMB
Increase/Decrease in
gross margin as
compared with the
same period of the

previous year
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Wholesale and

25,472,886,013.94 23,891,275,361.45 6.21% 0.70% 0.51% 0.18%
retail
By region
Domestic 39,674,627,530.94 28,532,978,958.41 28.08% 3.11% 1.35% 1.25%
By sales model
Industrial model 14,468,250,214.38 4,929,338,570.84 65.93% 5.30% 0.32% 1.69%
Commercial

25,472,886,013.94 23,891,275,361.45 6.21% 0.70% 0.51% 0.18%
model

When the statistical caliber of the Company’s principal business data is adjusted in the reporting period, the Company’s principal
business data should be subject to the one after the statistical caliber at the end of the reporting period is adjusted in the latest year

OApplicable

Not applicable

(3) Whether the Company’s revenue from in-kind sales is greater than its revenue from labor services

Yes ONo
Industry Item Unit 2024 2023 _ Year-on-year
Classification increase/decrease
_Income from Sales RMB 14,468,250,214.38 13,740,557,061.12 5.30%
industrial sales
Income from Sales RMB 25,472,886,013.94 25,295,257,277.35 0.70%
commercial sales

Explanations on reasons for year-on-year changes of above 30% in the relevant data

OApplicable

Not applicable

(4) Fulfillment of significant sales contracts and significant purchase contracts entered into by the Company as of the reporting

period

OApplicable

Not applicable

(5) Operating cost structure

Industry Classification

Unit: RMB
2024 2023
Industry ltem Year-on-year
Classification Amount Percer?tage in Amount Percer_ltage in | increase/decrease
operating cost operating cost

Industry sales | Drect 4,173,980,104.81 14.46% |  4,225537,847.00 14.70% -1.22%
materials

Industry sales | Direct salary 202,255,370.65 0.70% 133,775,797.05 0.47% 51.19%
s

Industry sales | Oter direct 35,793.11 0.00% 7,079,064.15 0.02% -99.49%
expenses

Industry sales ng“facw“”g 553,067,302.27 1.92% 547,360,010.03 1.90% 1.04%




2024 Annual Report of Yunnan Baiyao Group Co., Ltd.

Commercial
sales

Purchase cost

23,891,275,361.45

82.77%

23,769,165,686.54

82.69%

0.51%

Technical
services

Technology
development

20,496,861.16

0.07%

7,388,761.76

0.03%

177.41%

Planting

Planting cost

1,150,809.47

0.00%

848,028.41

0.00%

35.70%

Others

Others

22,504,602.18

0.08%

53,362,445.35

0.19%

-57.83%

Explanations: None.
(6) Whether there was any change in the scope of consolidation during the reporting period

Yes 0ONo
For details, please refer to “IX. Changes in the Consolidation Scope” under Section X.

(7) Significant change or adjustment of the business, product or service of the Company during the reporting period
OApplicable Not applicable

(8) Major customers and major suppliers

Major customers

Total sales amount of top 5 customers (RMB) 5,966,799,965.94

Percentage of total sales amount of top 5 customers in annual
total sales amount

14.90%

Among the sales amount of top 5 customers, percentage of the

. 0.00%
sales to the related parties in the annual sales amount 0

Information of top 5 customers

No. Customer name Sales amount (RMB) Percentage in annual total sales amount
1 Customer A 1,891,458,483.99 4.72%
2 Customer B 1,805,423,531.43 4.51%
3 Customer C 940,389,559.71 2.35%
4 Customer D 674,723,124.95 1.69%
5 Customer E 654,805,265.86 1.64%
Total -- 5,966,799,965.94 14.90%
Other information of the major customers
OApplicable Not applicable
Major suppliers
Total purchase amount of top 5 Suppliers (RMB) 2,092,612,212.96
Percentage of total purchase amount of top 5 Suppliers in annual total purchase 730%
amount
Among the purchase amount of top 5 suppliers, percentage of the purchase from 0.00%
the related parties in the annual purchase amount

Information of top 5 suppliers
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No. St e Purchase amount (RMB) Percentage in annual total purchase
amount
1 Supplier A 455,180,923.84 1.59%
2 Supplier B 426,169,743.37 1.49%
3 Supplier C 420,333,708.03 1.47%
4 Supplier D 397,991,203.80 1.39%
5 Supplier E 392,936,633.92 1.37%
Total -- 2,092,612,212.96 7.30%
Other information of major suppliers
OApplicable Not applicable
. Expenses
Unit: RMB
2024 2023 . Year-on-year Explanations on significant changes
increase/decrease
The Company continued to promote cost
Sales expenses | 4,879,502,036.91 |  4,992,157,591.11 2260, | reduction and efficiency improvement during
the period, resulting in a decrease in sales
expenses.
The Company continued to promote cost
Administrative reduction and efficiency improvement during
1,037,553,483.87 1,058,503,523.90 -1.98% . S .
expenses the period, resulting in a decrease in sales
expenses.
Interest income during the period decreased
i i 29.94% h i
Financial 155,555,109.85 250,243,744.88 -40.00% by_ 9_9 6 compared tg the previous year,
expenses while interest expenses increased by 27.37%
compared to the previous year.
R&D expenses 337,413,301.03 336,013,434.83 0.42% | No significant changes.
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4. R&D investment

Applicable

R&D project
name

Fugi Guben
Ointment

ONot applicable

Objective of the project

To explore and validate the
clinical research methodology
and marketing registration
pathway for the development of
a new TCM for warming the
kidneys and consolidating the
fundamentals, which is designed
to treat the symptoms of
frequent nocturnal urination in
middle-aged and elderly people
due to kidney Yang deficiency,
and improve the quality of life of
middle-aged and elderly people.

Project progress

The discussion meeting for the Phase 111 clinical trial protocol has
been held, and the ethical approval has been obtained.
Communication with the CDE has been completed, and the clinical

protocol is currently being revised.

Goals to be achieved

To complete Phase Il
clinical study on Fuqi
Guben Qintment, clarify its
clinical therapeutic
characteristics, ~ diagnostic
criteria for treatment of
disease, effective dosage for
treatment, drug
administration program and
course of treatment, and
register and market it as new
TCM of Category 1.1.

Expected impact on the future
development of the Company

This project is the first new TCM of the
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R&D project
name

Objective of the project

Project progress

Goals to be achieved

Expected impact on the future
development of the Company

drug segment and improve the Company’s
deployment in cutting-edge technology.

INR102
Project

To develop innovative
radiopharmaceuticals for
prostate cancer diagnosis.

In May 2024, the drug clinical trial notification was obtained from
the National Medical Products Administration. In November 2024,
the Phase I/11a clinical research report was completed, and an EOP2
communication application was submitted.

To obtain the approval for
marketing from NMPA.

This project is the Company’s first innovative
therapeutic radiopharmaceutical product,
indicated for prostate cancer. It will add a new
innovative radiopharmaceutical product to
the Company’s portfolio and help expand
into new markets. It will drive the
development of the Company’s innovative
drug segment and improve the Company’s
deployment in cutting-edge technology.

Development
of four
plasters

To expand the clinical choice of
plaster products. It is planned to
develop 2 new improved TCM
(Yunnan Baiyao Gel Plaster and
Yunnan Baiyao Hot Melt
Adhesive Plaster) and 2 generic
plasters.

The plaster project includes four varieties under research, with a
total of four patents obtained. Flurbiprofen Cataplasms have been
approved for clinical trials, the clinical pre-tests have been
completed. The Loxoprofen Sodium Cataplasms has completed
pilot studies. The Yunnan Baiyao gel plaster has successfully
explored a formulation process with excellent adhesion properties.
The new rubber plaster from Yunnan Baiyao has completed
preliminary pilot research.

To obtain the drug
registration certificate.

To expand the clinical choice of plaster
products, maintain Yunnan Baiyao’s
industry advantage in the field of topical
preparations through formulation
deployment, new product selection and
dosage form improvement, and help the
Company explore new growth drivers.

Secondary
development
of large
varieties  of
TCM

To carry out in-depth research
on existing large varieties in the
areas of pharmacology, non-
clinical, clinical and economics
to improve the efficacy and
safety evaluation system of the
products, expand and clarify the
indications of the products and
the applicable population, guide
the clinical medication, and
introduce new technologies for
the improvement of the existing
products.

Currently, there are 11 large TCM varieties involved in secondary
development. Key projects include: Gongxuening Capsule for
treating abnormal uterine bleeding. As of the end of February, 36
sites have been initiated, with 1,493 cases enrolled. A clinical trial
report is expected in 2025. Qixuekang Oral Liquid for improving
heart and vascular health. Statistical analysis has been completed,
and a clinical trial summary report has been submitted. The results
indicate that Qixuekang Oral Liquid can significantly improve
endothelial function. The research findings were presented at the
21t Chinese International Congress of Vascular Medicine and the
19" Asia Pacific Congress of International Society of Vascular
Health, with two papers submitted to SCI journals.

Taking 2 projects as an
example:  To  further
indicate the safety and
efficacy of Gongxuening
Capsule for gynecological

hemostasis and collect
extensive clinical
evidence; To explore the
therapeutic  effects  of

Qixuekang Oral Liquid in
cardiovascular system
diseases.

This will expand or refine the clinical
application of the product in a disease area,
guide clinical medication, tap into growth
potential, and facilitate the product’s entry
into guidelines, pathways and consensus.

Development
of two
Chinese
medicinal
preparations

To develop and market two
classic famous prescriptions
(PZ-018 and PZ-019) with
clinical value and market
prospect through regulated and

Two varieties have completed toxicology studies. Currently,
commercial-scale  production  validation and  application
documentation preparation are underway for two additional
varieties.

According to the
registration and market
approval requirements for
new TCMs of Category
3.1.

This will practice the Company’s strategy
of deep cultivation in the field of TCM,
contribute to maintaining integrity and
promoting innovation in the field of TCM,
enrich the Company’s TCM product
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R&D project Expected impact on the future

Objective of the project Project progress Goals to be achieved

name development of the Company
with classic | standardized research, with the echelon, and help the Company explore
prescriptions | help of modern science and new growth drivers, and enhance market
(PZ-018 and | technology. competitiveness. In addition, it will
PZ-019) accumulate  technology and project
management  experience  for  the
development of new TCMs for the
Company, and continuously improve the
core competitiveness of TCM in Yunnan
Province.
To complete the

registration of a nutritional

. - N — . . formula  for  special | In line with the Company’s strategic
To develop 1 medical nutritional | The registration application materials have been submitted, and an P pany g

Nutritional e . medical purposes and | objectives, this project is an effective
support supplement for people | acceptance notification has been received. In response to the . . .
Formula for . o . o .. . . obtain the production | complement to the echelon of Big Health
. with limited eating, digestive | supplementary notice issued by the review department, additional - -
Special . . . . . . permit; To construct a | products. It can greatly enrich the
. and absorption disorders, and | studies have been completed and submitted. Key information ,
Medical L . . . e knowledge and technology | Company’s product groups, and help the
metabolic disorders (over 10 | regarding the production process and formulation has been clarified . ; .
Purposes . . system and industrial | Company explore new growth drivers and
years of age). and refined through telephone communication. o
platform for R&D and | enhance market competitiveness.
registration of  special
medical food.
1. This will practice the Company’s
strategy of focusing on the field of TCM,
promote inheritance and innovation in the
field of TCM development, and further
. stabilize and enhance our competitiveness
Productivity | To carry out product power To complete the | .
. . in the target product market.
Improvement | enhancement studies on the i . . . declaration of .
A , - The supplementary application submissions for Xiao Chaihu L 2. It will help to explore the market of
Project Company’s marketed varieties . . ; supplemental registration -
. . Granules (sugar-free) and Xiangsha Pingwei Granules (sugar-free) . sugar-free granules, provide a new
(Technology | to improve the quality and . of drugs and obtain the | .~ . L
L - have been completed, and acceptance numbers have been obtained. direction to solve the medication
Reform qualification of the existing approval of supplemental | . . . . ]
. L S limitations of diabetes and other patients
Project) varieties. application.

with prohibited sugar medication, expand
the scope of application of the product to
meet the health needs of more patient
populations, and enhance the quality and
competitiveness of the product.

New wound | A series of emergency medical | Product process design, research on technical requirements, | To obtain the medical | Focusing on the innovation of wound
hemostatic device products has been | registration application and on-site assessment of the quality system | device registration | hemostatic materials will enrich the
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R&D team member profile

2024 2023 Change rate

T
ember i total e e 6.67% 6.00% 067%
Educational background structure of R&D team members

Bachelor 322 287 12.20%
Master 220 157 40.13%
Below Bachelor 44 71 -38.20%
Above Master 33 12 175.00%
Age structure of R&D team members

Aged below 30 139 135 2.96%
Aged 30-40 354 300 18.00%
Aged 40 and above 126 92 17.00%

R&D Investment
2024 2023 Change rate

R&D investment amount (RMB) 348,383,287.59 344,441,461.28 1.14%
:’eevr;:sz;age of R&D investment in operating 0.87% 0.88% -0.01%
Capitalized R&D investment amount 10,069.986.56 8.428,026.45 30.16%

(RMB)
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S G e e el ey 8,019,213,440.17 4.973,097,122.26 61.25%
activities
ST @F E2si) O NS e D=y 9,218,214,486.64 4,454,516 459,62 106.94%
activities
Net cash flows from investing activities -1,199,001,046.47 518,580,662.64 -331.21%
Sub-total of cash inflows from financing 1,962,072,461.45 1,378,858,273.49 42.30%
activities
I of cash outflows from financi
s OEE I el SuE e 8,939,807,625.33 4,296,900,513.08 108.05%
activities
Net cash flow from financing activities -6,977,735,163.88 -2,918,042,239.59 -139.12%
Net increase in cash and cash equivalents -3,876,235,893.15 1,105,605,456.02 -450.60%

Explanations on main factors of influence of significant year-on-year changes in related data

Applicable ONot applicable

1. Net cash flows from operating activities increased by 22.68% year on year, with a net increase of RMB 794 million.
The main reason was an increase of RMB 2.616 billion in cash receipts from sales of goods and services compared to the
same period last year, and an increase of RMB 1.524 billion in cash payments for the purchase of goods and labor services
compared to the same period last year.

2. Net cash flows from investment activities decreased by 331.21% year on year, with a net decrease of RMB 1.718
billion. The main reason was that the amount of fixed-term deposits maturing this period increased by RMB 3.727 billion
compared to the previous period, and RMB 3.4 billion was invested in financial products, while the amount from the
disposal of stocks and financial investments decreased by RMB 2.005 billion compared to the previous period.

3. Net cash flows from financing activities decreased by 139.12% year on year, with a net decrease of RMB 406
million. The main reason was an increase of RMB 511 million in cash receipts from borrowing compared to the same
period last year, an increase of RMB 1.409 billion in cash payments for debt repayment compared to the same period last
year, and an increase of RMB 3.184 billion in cash payments for the distribution of dividends, profits, or payment of

interest compared to the same period last year.

Explanation on the main factors behind the material difference between the net cash flow from operating activities of the Company
during the reporting period and the net profit for the current year

OApplicable  Not applicable

V. Analysis of Non-principal Businesses

Applicable ONot applicable

Unit: RMB

Amount Percentage in total profit Reasons Sustainable or not

It consisted mainly of the gains on
776,937,495.06 13.67% | . . - - No
investment in Shanghai Pharmaceuticals

Investment income
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Holding Co., Ltd (“Shanghai Pharma”).
It consisted mainly of changes in the net
Gains (losses) from value of financial assets held for trading
L 136,837,009.94 2.41% . . No
changes in fair value and other non-current financial assets
held by the Company.
It consisted mainly of provisions for
Asset impairment -91,230,709.62 -1.60% | inventory impairment and fixed asset No
impairment.
It consisted mainly of the income
Non-operating revenue 15,483,338.73 0.27% | unrelated to the Company’s day-to-day No
operating activities.
. It consisted mainly of the expenses
Non-operating
exDENSeS 42,385,497.02 0.75% | unrelated to the Company’s day-to-day No
> operating activities.
Credit impairment It consisted mainly of the provision for
losses (loss is -39,925,926.62 -0.70% | bad debt related to accounts receivable in No
indicated with “-”) the commercial sector.
. It consisted mainly of government
Other income 102,009,773.65 1.79% L No
subsidies.
. . It consisted mainly of gains from the
Gains from disposal of . .
N 490,651.65 0.01% | disposal of non-current assets and gains No
from the disposal of rights to use assets.
VI. Analysis on Assets and Liabilities
1. Significant changes in assets composition
Unit: RMB
End of 2024 Beginning of 2024
. . Increase/decrease . -
Proportion Proportion . . Explanations on significant changes
. . in proportion
Amount in total Amount in total
assets assets
During the reporting period, the Company
implemented the 2023 annual dividend and a
Cash and bank special dividend for 2024, a total cash
10,887,983,161.30 20.58% | 14,218,343,076.67 26.44% -5.86% | . . . .

balance dividend of RMB 5.87 billion, which
represents an increase compared to previous
years.

Accounts .

. 9,923,361,104.39 18.75% 9,966,170,447.21 18.53% 0.22% | No significant changes.

receivable
An improvement in inventory management

Inventories 6,294,368,316.30 11.90% 6,442,194,823.67 11.98% -0.08% | efficiency, with turnover days reduced by 11
days compared to the previous period.

Investment New external rental assets added during the

49,884,012.15 0.09% 44,104,145.97 0.08% 0.01% . .

property reporting period.

To optimize the Company’s industrial layout
. and business portfolio, the Company initiated

Long-term equity . .

N — 12,561,276,081.35 23.74% | 11,536,660,992.93 21.45% 2.29% | the establishment of an industry fund.
Shanghai Pharma continued to generate
investment income.

Some projects in construction were completed

Fixed assets 3,012,878,828.09 5.69% | 2,662,900,014.03 4.95% 0.74% | and transferred to fixed assets during the
reporting period.
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Construction in Increased investment in construction in
703,439,112.24 1.33% 529,708,553.58 0.98% 0.35% . . .
progress progress during the reporting period.
Right-of-use assets 291,177,021.52 0.55% 258,319,485.58 0.48% 0.07% | New leases added during the reporting period.
. Decrease in credit borrowings and internal
borrowinds 423,380,272.64 0.80% 1,747,303,700.34 3.25% -2.45% | unit note discounts during the reporting
g period.
Contractual Increase in advance payments received by the
L 1,916,123,387.16 3.62% | 1,739,865,228.75 3.23% 0.39% . .
liabilities Pharmaceutical Business Group.
Long-term L
. 2,100,000.00 0.00% 2,100,000.00 0.00% 0.00% | No significant changes.
borrowings
Lease liabilities 190,656,990.23 0.36% 172,347,309.72 0.32% 0.04% | New leases added during the reporting period.
Financial assets Safer, more liquid bank financial products and
. 2,547,113,523.40 4.81% 149,366,687.56 0.28% 4.53% . . . .
held for trading broker financial products during the period.
Increase in domestic letters of credit and
Notes receivable 929,651,911.37 1.76% 227,542,572.56 0.42% 1.34% | banker’s acceptance bills held at the end of the
period.
Receivable Increase in banker’s acceptance bills held at
. . 1,887,789,780.16 3.57% | 1,590,749,810.74 2.96% 0.61% .
financing the end of the period.
Other current g . . .
N 788,108,579.54 1.49% | 2,862,076,217.20 5.32% -3.83% | Decrease in fixed deposits during the period.
Development Continuous investment in capitalized projects
25,422,461.13 0.05% 14,452,474.57 0.03% 0.02% . . .
expenses during the reporting period.
Decrease in time deposits with maturity dates
Other non-current
- 116,374,395.93 0.22% 541,475,331.17 1.01% -0.79% | greater than one year from the balance sheet
date.
Increase in outstanding employee
Payroll payable 1,283,950,828.82 2.43% | 1,067,190,665.08 1.98% 0.45% . .
compensation payable at the end of the period.
Taxes and duties Increase in unpaid income taxes due at the end
466,603,767.14 0.88% 339,670,850.02 0.63% 0.25% .
payable of the period.
Other payables 1,386,632,676.75 2.62% 1,025,085,879.54 1.91% 0.71% | Increase in accrued but unpaid expenses.
Long-term payroll Decrease in outstanding employee
1,296,365.44 0.00% 4,090,687.99 0.01% -0.01% . .
payable compensation payable at the end of the period.
. Reclassification of return payables during the
Provisions 12,726,280.09 0.02% 0.00 0.00% 0.02% .
period.
Other non-current Reclassification of return payables during the
o 1,931,554.36 0.00% 17,296,814.41 0.03% -0.03% .
liabilities period.
Treasury shares 0.00 0.00% 707,428,892.15 1.32% -1.32% | Canceled treasury stock during the period.
The proportion of overseas assets is relatively high
OApplicable  Not applicable
2. Assets and liabilities at fair value
Applicable ONot applicable
Unit: RMB
Profits or losses Cumulative Impairment
. on changes in changes in accrued Purchase amount Sales amount
Opening . . . . . Other .
Item balance fair value fair value during the during the during the chandes Closing balance
during the included in reporting reporting period reporting period .
reporting period equity period
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Financial assets

1. Financial assets
held for trading
(derivative
financial assets
excluded)

149,366,687.56

73,822,492.46

2,900,000,000.00 | 569,800,656.62 | -6,275,000.00 2,547,113,523.40

2. Other equity
instrument
investments

71,745,000.00

71,745,000.00

3. Other non-
current financial
assets

324,674,379.63

63,014,517.48

387,688,897.11

Subtotal of
financial assets

545,786,067.19

136,837,009.94

2,900,000,000.00 | 569,800,656.62 | -6,275,000.00 | 3,006,547,420.51

Total

545,786,067.19

136,837,009.94

2,900,000,000.00 | 569,800,656.62 | -6,275,000.00 3,006,547,420.51

Financial
liabilities

0.00

0.00

Other variations: None

Whether the Company had significant changes in measurement attributes of main assets during the reporting period

OYes No

3. Restrictions on asset rights as of the end of the reporting period

Item Closing book value Reason of restriction
Cash and bank balance 2,648,389.00 Specifically designated for the maintenance of housing related to housing reform
Cash and bank balance 21,699,196.16 Guarantee deposits, banker’s acceptance deposit, performance bond, etc.
Assets of the restructured special Specifically used to cover the costs of identity conversion for employees of state-owned
588,106,000.80
account enterprises
Shares of Shanghai Pharma cannot be transferred within 36 months from the end of the
Long-term equity investments 12,061,376,588.76
private placement
Total 12,673,830,174.72 --

VII. Investment Analysis

1. Overview

Applicable

ONot applicable

Investment during the reporting period
(RMB)

Investment during the same period of the
previous year (RMB)

Percentage of change

9,218,214,486.64

4,454,516,459.62

106.94%
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2. Significant equity investments made during the reporting period

Applicable ONot applicable
Unit: RMB
Progress as Investment gain . .
. . . Litigation Disclosure .
Investee . . Investment Investment Shareholding | Source of Term of Product of the Estimated and loss during | . . Disclosure
Principal business . Partners . . . involved or date (if . .
name method amount ratio funds investment category balance income the reporting - ) index (if any)
sheet date period v
General items:
Engaging in equity
investment,
investment
management, asset
management, and
other activities
through  private http:/Aww.cni
Yunnan TCM .
. equity funds nfo.com.cn/ne
Big  Health . i
. (operations  can w/disclosure/d
Innovation i
. only commence BOC . etail?orgld=gs
Equity - . Equity
after registration Newly Self- International . . November | sz0000538&a
Investment . . 500,000,000.00 71.43% . Long-term investment | Established -110,316.95 No
with the Asset | established funded Capital 29, 2024 nnouncementl
Fund . fund shares
. Management Limited d=122189281
Partnership .
(Limited Association of 3&announcem
. China).  (Except entTime=2024
Partnership) .
for projects that -11-30
require legal
approval,
businesses  may
operate
independently
based on their
business licenses.)
Total - -- 500,000,000.00 0.00 -110,316.95 - - -
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3. Significant non-equity investments in progress during the reporting period

Applicable ONot applicable
Unit: RMB

Project name
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4. Financial assets investment

(1) Securities investment

Applicable ONot applicable
Unit: RMB
Profits or ) Purchase
Cumulative .
. losses on . amount Sales amount Profits and
. Accounting : . changes in i i . . .
Type of Stock Initial Opening book changes in fair . during during the losses during Closing book Accounting Source of
. Stock code e . measurement ) fair value . . . .
securities Abbreviation | investment cost model value value during included in the reporting the reporting value item funding
the reporting _ reporting period period
period q period
. Other non-

Domestic and

Jacobson . current
overseas HK.02633 238,699,200.00 | Fair value 115,996,160.00 74,768,080.00 86,714,510.00 | 190,764,240.00 | _. . Self-funded

Pharma financial
stocks

assets
Domestic and 1BM Financial
overseas HK.02161 (Healthcare) 25,039,800.00 | Fair value 72,221,202.90 61,323,025.50 67,994,315.20 | 133,544,228.40 | assets held for | Self-funded
stocks trading
Domestic and SinoMab Financial
overseas HK.03681 BioScience 354,119,828.19 | Fair value 72,545,484.66 | -10,709,158.34 16,133,556.62 -23,697,174.56 45,702,769.70 | assets held for | Self-funded
stocks trading
Total 617,858,828.19 - 260,762,847.56 | 125,381,947.16 0.00 0.00 | 16,133,556.62 131,011,650.64 | 370,011,238.10 | -- -

Note: On March 31, 2025, the Company held the first session of its Tenth Board of Directors and considered and approved the Proposal on Transfer of Shares in
Jacobson Pharma and JBM (Healthcare). The Company is authorized to sign the Share Purchase Agreement for the Transfer of Ordinary Shares in Jacobson Pharma
Co., Ltd and JBM (Healthcare) Co., Ltd and relevant documents. According to the agreement, 200,000,000 shares of Jacobson Pharma Co., Ltd (stock code: 02633.HK,
hereinafter referred to as “Jacobson Pharma”) will be sold at HKD 1.30 per share, and 75,900,000 shares of JBM (Healthcare) Co., Ltd (stock code: 02161.HK,
hereinafter referred to as “JBM (Healthcare)™) will be sold at HKD 2.10 per share, with a total transaction value of HKD 419.39 million. After this transfer, the Company
will no longer hold shares in Jacobson Pharma or JBM (Healthcare).

(2) Investment in derivatives

OApplicable  Not applicable
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The Company had no investments in derivatives during the reporting period.
5. Use of proceeds

OApplicable  Not applicable

The Company had no use of proceeds during the reporting period.
VI1I. Significant Assets and Equity Sales

1. Significant assets sales

OApplicable  Not applicable

The Company had no significant assets sales during the reporting period.
2. Significant equity sales

OApplicable  Not applicable

The Company had no significant equity sales during the reporting period.

IX. Analysis on the Major Holding Companies and Joint-stock Companies

Applicable ONot applicable

Major subsidiaries and joint-stock companies with a net profit impact of over 10%

Unit: RMB
Company name Company type Principal Business Registered capital Total assets Net assets Operating revenue Operating profit Net Profit

Yunnan
Pharmaceutical, Subsidiary Wholesale and retail of pharmaceuticals 1,000,000,000.00 16,306,782,988.84 6,487,839,805.27 24,607,231,662.23 736,092,757.11 617,293,737.08
Co., Ltd.
Yunnan  Baiyao
Group Health Subsidiary Production and sales of oral hygiene products 84,500,000.00 8,357,348,360.54 5,886,356,312.16 6,525,835,244.13 1,501,007,701.79 1,249,077,014.31
Products Co., Ltd.
YNBY o Specialized in trade of finished cooking oil, sugar,

! Subsidiary . 340,764,709.45 240,715,280.26 689,091,622.71 21,459,144.17 16,683,866.18
International personal care products, and cosmetics.
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Limited

Shanghai
Pharmaceuticals
Holding Co., Ltd.

Joint-stock
company

R&D, manufacturing, and sales of API, pharmaceutical
products (including but not limited to chemical Active
Pharmaceutical Ingredients (APIs), chemical
preparations, TCM materials, Chinese patent medicines,
TCM decoction pieces, biochemical drugs, biological
products, narcotics, psychotropic drugs, and toxic drugs
for medical use [Adapted to the scope of business],
vaccines) of various dosage forms (including but not
limited to tablets, capsules, aerosols, immune
preparations, granules, plasters, pills, oral liquids,
inhalants, injections, liniments, tinctures, suppositories)
health products, medical devices, and related products,
manufacturing and sales of pharmaceutical equipment,
engineering installation and maintenance, warehousing
and logistics, sea, land, and air freight forwarding
business, industrial investment, asset management,
provision of international economic and trade
information and consulting services, self-owned house
leasing, import and export business of various self-
operated and agent drugs and related goods and
technologies.

3,696,414,318.00

221,209,430,148.17

83,742,363,721.07

275,250,934,889.66

8,140,712,946.17

5,870,011,314.88

Acquisition and disposal of subsidiaries during the reporting period

OApplicable

Explanation on companies subject to control or share participation of the Company

Not applicable




2024 Annual Report of Yunnan Baiyao Group Co., Ltd.

According to the Company’s relevant policies, the Yunnan Baiyao Group Health Products Co., Ltd
(“Health Products Company”) confirmed a brand usage fee of RMB 1.108 billion payable to the parent
company for the use of the “Yunnan Baiyao main brand trademark.” Excluding the brand usage fee, the

Health Products Company is projected to achieve a profit of RMB 2.191 billion in 2024.

X. Structured Entities Controlled by the Company

Applicable ONot applicable

For details, please refer to “X. Interest in Other Entities” under Section X.

XI. Outlook of the Company

The Company will fully and deeply implement the spirit of the Central Committee of the Communist Party of
China and conferences held in Yunnan Province, integrating the Company’s development into the national and
provincial growth. We will identify functional positioning and value contribution points, and consistently uphold
the overall tone and measurement standards of “effective value creation” throughout all processes, continuously
enhancing management capabilities to elevate the century-old Baiyao from “excellence” to “outstanding.”

In terms of objectives, we will collaboratively promote the main themes of “growth,” “efficiency,” and “value
added,” focusing on development goals that are beneficial, high-quality, and sustainable. In terms of scale, we will
concentrate on products related to our principal businesses that have competitive advantages to achieve high-quality
growth. Structurally, we will continue to deepen the “Flagship Product” strategy around core products, focusing on
breakthroughs in the secondary development of key varieties, continuously optimizing the industry and product
mix, and creating new growth drivers. As for quality, we will drive operational efficiency to new heights through
lean operations, cost reduction and efficiency improvement, enhancing the Company’s core competitiveness and
achieving a new pattern of coordinated development in scale, structure, and quality.

(2) Strengthening leadership in Party building, leveraging political strengths, and fostering collaborative
development

The Company will thoroughly implement Xi Jinping’s Thought on Socialism with Chinese Characteristics for
a New Era and focus on the study and promotion of General Secretary Xi Jinping’s important speeches and
directives during his visit to Yunnan. We will consistently uphold the Party’s leadership and strengthen Party
building, striving to transform the political and organizational advantages of strict Party governance into competitive
advantages that drive the development of new quality productive forces. We will continuously integrate Party’s
leadership into the entire process and all aspects of corporate governance and development. Furthermore, we will
earnestly advance the initiatives “Year for Promoting High-Quality Development through Party Building” and
“Strengthening Foundations and Improving Quality,” with a focus on ensuring that high-quality Party building
continuously leads and supports the high-quality development of Yunnan Baiyao.

(2) Strengthening strategic orientation, focusing on implementation, and driving sustainable growth

Strategic management is vital for executing strategic planning. The Company will implement its strategic

management by shifting the focus from “strategic planning” to full-chain “strategic management.” Key elements
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will include systematic decomposition of strategies, efficient execution, regular monitoring, and strategic reviews.
Building on the Announcement on Strategic Plan for 2024-2028, we will ensure the effective execution and review
of strategies to achieve our established goals. Also, we will adapt strategies in response to changes in internal and
external environments, shaping our “14" Five-Year Plan.” By solidifying strategic management and implementing
strategy breakdown, efficient execution, regular monitoring and strategic reviews, we will create an effective
evaluation system and a feedback loop for adjustments. Any shortcomings or deviations during execution will be
promptly corrected to ensure thorough and effective implementation of strategies.

(3) Adhering to goal orientation, focusing on major project implementation, and achieving annual
targets

In 2025, the Company will take a goal-oriented approach, leveraging key strategic projects to continuously
enhance the execution efficiency of critical tasks. First, we will integrate both intensive and extensive growth. We
will firmly commit to “intensive” growth, focusing on maximizing potential, improving efficiency and enhancing
the awareness of cost reduction and efficiency improvement. Comprehensive efforts will be made to reduce the cost
and improve efficiency across the industry and value chains, enhancing supply chain contributions. At the same
time, we will pursue “extensive” growth to strengthen our existing business structure. Second, we will identify new
growth drivers within existing industries, rapidly advancing projects like “Flagship Product” and “Secondary
Development” for tangible results. This will involve defining products, goals, responsible parties, success indicators,
and evaluation criteria, alongside regular oversight, specialized management and reporting to ensure effective
implementation. Third, we will strive to elevate the TCM industry. As a leading enterprise in this sector, the
Company will seize significant development opportunities and guide the entire industry chain toward collaborative
growth with an ecological perspective. Finally, we will continually enhance our international business, effectively
implementing national and provincial strategies. By leveraging the advantages of the Mohan-Moding port hub and
supportive cross-border economic policies, along with Hong Kong’s open economic framework and geographical
advantages, we aim to rapidly increase overseas market sales, establishing a new growth driver for the Company.

(4) Implementing innovation management, empowering healthy industry development, and ensuring
steady progress

The Company’s R&D efforts will focus on preserving the essence of TCM, enabling industry upgrades, and
strengthening innovative drug development, and Al-assisted drug design. We will refine and optimize our R&D
system. In line with strategic development requirements, we will promptly establish a scientific, efficient, and
practical R&D management system. Specifically, we will set up a scientific R&D management system and a
compensation and incentive mechanism to constantly enhance both process and outcome management of R&D
projects. This will maximize the contribution of innovation to business growth, competitive capability, and profit
enhancement. For major R&D projects, we will concentrate on key areas such as innovative TCM, secondary
development of TCM, innovative radiopharmaceuticals, transdermal preparations, and medical devices,
accelerating project advancement. As for TCM R&D, we aim to achieve substantial progress on the secondary
development of products like Baoyao capsules, Qixuekang, Shuliean, Gongxuening, and Qian Cao Nao Mai Tong,
while also expediting clinical trials for products such as Panax notoginseng Tablets and Fugi Guben Ointment. In

the realm of innovative drugs, based on the current circumstance, we will identify strong business leaders,
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implement a positive incentive mechanism to foster innovation, create a collaborative atmosphere, establish a robust
project reserve library, and track the transformation of innovative projects. For health product R&D, we will ensure
timely launches of new products while deepening research on patent formulas for anti-hair loss, continuously
enhancing our leading advantage in this field.

(5) Focusing on value management, returning to shareholders and society, and delivering a win-win
result

Value management is the foundation of market value management, derived from the certainty, growth potential,
and sustainability of our strategy. Management capability reflects the overall governance level, management skills,
and development quality of the Company. We actively respond to regulatory requirements for value management
in listed companies, maintaining strategic focus, concentrating on principal responsibilities and businesses, and
ensuring efficient execution. Our aim is to establish the Company as a benchmark enterprise with strong
competitiveness and high returns, continuously creating value for shareholders and giving back to society. Moving
forward, we will enhance our investor relations management and continually improve our market value management
capabilities, fostering a collaborative ecosystem that benefits all stakeholders.

The year 2025 marks a significant milestone as the concluding year of the “14" Five-Year Plan,” the planning
year for the “15" Five-Year Plan,” and the year for achieving the “3815” strategic development goals in Yunnan
Province. It is also a critical year for the first phase of the Company’s “2+3” strategy. With unwavering
determination and a results-oriented mindset, we will ensure that all major initiatives and reform measures are fully

implemented, ushering in a new chapter for the century-old Baiyao to elevate from “excellence” to “outstanding.”

XII. Survey, communication, interviews and other activities received during the reporting period

Applicable ONot applicable
Discussions and
. . Place of Mode of Type of . . . .
Time of reception . . Guests information Basic information index of the survey
reception reception guests .
provided
http://www.cninfo.com.cn/new/disclo
To understand the .
. T sure/detai
. . business situation
Office building at . o 7 persons  from 1?plate=szse&orgld=gssz0000538&st
January 11, 2024 Field research Institution . . of the Company
the headquarters China Securities, etc. ockCode=000538&announcementld=
and other related .
issues 1218868274&announcementTime=20
24-01-12%2018:11
To understand the | http://www.cninfo.com.cn/new/disclo
] . 1 person from Abu | business situation | sure/detail?plate=szse&orgld=gssz00
Office building at Telephone o .
January 16, 2024 o Institution | Dhabi  Investment | of the Company | 00538&stockCode=000538&announc
the headquarters communication .
Authority and other related | ementld=1218930760&announcement
issues Time=2024-01-17%2015:37
To understand the | http://www.cninfo.com.cn/new/disclo
3 persons  from . N .
. o . . business situation | sure/detail?plate=szse&orgld=gssz00
Office building at . o Huatai  Securities.
January 24, 2024 Field research Institution of the Company | 00538&stockCode=000538&announc
the headquarters etc.
and other related | ementld=1219001368&announcement
issues Time=2024-01-25%2017:17
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Discussions and

. . Place of Mode of Type of . . . L
Time of reception . . Guests information Basic information index of the survey
reception reception guests .
provided
To understand the | http://www.cninfo.com.cn/new/disclo
. o business situation | sure/detail?plate=szse&orgld=gssz00
Office building at Telephone o 2 persons  from
January 30, 2024 o Institution of the Company | 00538&stockCode=000538&announc
the headquarters communication Morgan Stanley
and other related | ementld=1219065071&announcement
issues Time=2024-02-01%2017:01
To understand the | http://www.cninfo.com.cn/new/disclo
. . 6 persons from | business situation | sure/detail?plate=szse&orgld=gssz00
Office building at Telephone o
February 26, 2024 o Institution | Guosheng of the Company | 00538&stockCode=000538&announc
the headquarters communication .
Securities, etc. and other related | ementld=1219208504&announcement
issues Time=2024-02-28%2018:03
226 persons, | To understand the | http://www.cninfo.com.cn/new/disclo
. . including those from | business situation | sure/detail?plate=szse&orgld=gssz00
. Office building at Telephone o
April 1, 2024 o Others institutional of the Company | 00538&stockCode=000538&announc
the headquarters communication .
investors and | and other related | ementld=1219516527&announcement
individual investors issues Time=2024-04-03%2017:09
To understand the | http://www.cninfo.com.cn/new/disclo
. e business situation | sure/detail?plate=szse&orgld=gssz00
. Office building at Telephone o 1 person from
April 8, 2024 o Institution . o of the Company | 00538&stockCode=000538&announc
the headquarters communication Sumitomo Mitsui
and other related | ementld=1219565147&announcement
issues Time=2024-04-10%2017:23
To understand the | http://www.cninfo.com.cn/new/disclo
) . . business situation | sure/detail?plate=szse&orgld=gssz00
. Office building at Telephone o 1 person from Pictet
April 15, 2024 o Institution of the Company | 00538&stockCode=000538&announc
the headquarters communication Asset Management
and other related | ementld=1219646856&announcement
issues Time=2024-04-17%2017:01
To understand the | http://www.cninfo.com.cn/new/disclo
1 person from HSBC . N .
) . business situation | sure/detail?plate=szse&orgld=gssz00
. Office building at Telephone o Global Asset
April 15, 2024 o Institution of the Company | 00538&stockCode=000538&announc
the headquarters communication Management  (Uk)
Limited and other related | ementld=1219646898&announcement
issues Time=2024-04-17%2017:01
To understand the | http://www.cninfo.com.cn/new/disclo
) o 4 persons from | business situation | sure/detail?plate=szse&orgld=gssz00
. Office building at Telephone o . .
April 16, 2024 o Institution | China Life Asset | of the Company | 00538&stockCode=000538&announc
the headquarters communication
Management and other related | ementld=1219665329&announcement
issues Time=2024-04-18%2017:45
To understand the | http://www.cninfo.com.cn/new/disclo
] o 5 persons from | business situation | sure/detail?plate=szse&orgld=gssz00
. Office building at Telephone o .
April 16, 2024 o Institution | Taiping Asset | of the Company | 00538&stockCode=000538&announc
the headquarters communication
Management and other related | ementld=1219665336&announcement
issues Time=2024-04-18%2017:47
To understand the | http://www.cninfo.com.cn/new/disclo
) e 5 persons from | business situation | sure/detail?plate=szse&orgld=gssz00
. Office building at Telephone o . .
April 16, 2024 Institution | China Universal | of the Company | 00538&stockCode=000538&announc

the headquarters

communication

Asset Management

and other related
issues

ementld=1219665339&announcement
Time=2024-04-18%2017:47
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Discussions and

. . Place of Mode of Type of . . . L
Time of reception . . Guests information Basic information index of the survey
reception reception guests .
provided
All  the investors
attending the second
collective . .
To understand the | http://www.cninfo.com.cn/new/disclo
performance . L .
. business situation | sure/detail?plate=szse&orgld=gssz00
. Shenzhen Stock presentation on
April 18, 2024 Others Others . of the Company | 00538&stockCode=000538&announc
Exchange “Forging new
. . and other related | ementld=1219737336&announcement
quality  productive | . .
issues Time=2024-04-22%2018:36
forces”  of  the
Shenzhen Stock
Exchange
To understand the | http://www.cninfo.com.cn/new/disclo
. . 5 persons from | business situation | sure/detail?plate=szse&orgld=gssz00
. Office building at Telephone o .
April 29, 2024 o Institution | Everbright of the Company | 00538&stockCode=000538&announc
the headquarters communication .
Securities, etc. and other related | ementld=1219983930&announcement
issues Time=2024-05-06%2017:44
To understand the | http://www.cninfo.com.cn/new/disclo
. . business situation | sure/detail?plate=szse&orgld=gssz00
Office building at Telephone o 1 person from Broad
May 10, 2024 o Institution of the Company | 00538&stockCode=000538&announc
the headquarters communication Peak
and other related | ementld=1220042459&announcement
issues Time=2024-05-13%2019:36
To understand the | http://www.cninfo.com.cn/new/disclo
. e 4 persons from | business situation | sure/detail?plate=szse&orgld=gssz00
Office building at Telephone o . .
May 10, 2024 o Institution | Haitong Securities, | of the Company | 00538&stockCode=000538&announc
the headquarters communication
etc. and other related | ementld=1220042462&announcement
issues Time=2024-05-13%2019:36
. Investors ~ making | To understand the | http://www.cninfo.com.cn/new/disclo
Investor Relations . N . T .
Interactive Online exchange inquiry  at  the | business situation | sure/detail?plate=szse&orgld=gssz00
May 13, 2024 Platform of through Internet Others Investor  Relations | of the Company | 00538&stockCode=000538&announc
Quanjing.com platform Interactive Platform | and other related | ementld=1220051725&announcement
119 of Quanjing.com issues Time=2024-05-14%2017:54
To understand the | http://www.cninfo.com.cn/new/disclo
) . 4 persons from | business situation | sure/detail?plate=szse&orgld=gssz00
Office building at . o
May 13, 2024 the headauarters Field research Institution | Southwest of the Company | 00538&stockCode=000538&announc
a Securities, etc. and other related | ementld=1220061177&announcement
issues Time=2024-05-15%2017:20
To understand the | http://www.cninfo.com.cn/new/disclo
) o business situation | sure/detail?plate=szse&orgld=gssz00
Office building at . o 3 persons  from
May 13, 2024 Field research Institution . . of the Company | 00538&stockCode=000538&announc
the headquarters Fanhai Capital, etc.
and other related | ementld=1220061303&announcement
issues Time=2024-05-15%2017:24
. To understand the | http://www.cninfo.com.cn/new/disclo
Meeting room on . L .
2 persons from | business situation | sure/detail?plate=szse&orgld=gssz00
the second floor of . o -
May 13, 2024 . Field research Institution | Changjiang of the Company | 00538&stockCode=000538&announc
the Group’s Baiyao .
park Securities and other related | ementld=1220061428&announcement
issues Time=2024-05-15%2017:36
To understand the | http://www.cninfo.com.cn/new/disclo
) e 4 persons from | business situation | sure/detail?plate=szse&orgld=gssz00
Office building at . . -,
May 14, 2024 Field research Institution | Zheshang Securities, | of the Company | 00538&stockCode=000538&announc

the headquarters

etc.

and other related
issues

ementld=1220073306&announcement
Time=2024-05-16%2017:32
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Time of reception

Place of
reception

Mode of
reception

Type of
guests

Guests

Discussions and
information
provided

Basic information index of the survey

May 15, 2024

Meeting room on
the second floor of
the Group’s Baiyao

Park

Field research

Institution

11 persons from
CITIC  Securities,

etc.

To understand the
business situation
of the Company
and other related
issues

http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220090611&announcement
Time=2024-05-17%2020:06

May 16, 2024

Meeting room on
the second floor of
the Group’s Baiyao

Park

Field research

Others

Investors
participating in the
2024 Investors
Visiting Listed
Companies Event of
Here Come
Shareholders

To understand the
business situation
of the Company
and other related
issues

http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220107825&announcement
Time=2024-05-20%2017:42

May 17, 2024

Office building at
the headquarters

Field research

Institution

To understand the
business situation
of the Company
and other related
issues

http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220120376&announcement
Time=2024-05-21%2018:02

May 20, 2024

Office building at
the headquarters

Telephone
communication

Institution

To understand the
business situation
of the Company
and other related
issues

http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220133283&announcement
Time=2024-05-22%2019:18

May 21, 2024

Office building at
the headquarters

Telephone
communication

Institution

To understand the
business situation
of the Company
and other related
issues

http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220144230&announcement
Time=2024-05-23%2017:40

May 29, 2024

Office building at
the headquarters

Telephone
communication

Institution

To understand the
business situation
of the Company
and other related
issues

http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220211452&announcement
Time=2024-05-30%2017:30

May 30, 2024

Office building at
the headquarters

Field research

Institution

To understand the
business situation
of the Company
and other related
issues

http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220245135&announcement
Time=2024-06-03%2017:46

May 30, 2024

Office building at
the headquarters

Telephone
communication

Institution

7 persons  from
Guolian  Securities,
etc.

4 persons from
China Merchants
Securities, etc.

7 persons  from
Everbright
Securities, etc.

7 persons  from
Everbright
Securities, etc.

1 person from
BlackRock

3 persons  from

China Securities, etc.

To understand the
business situation
of the Company
and other related
issues

http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220245152&announcement
Time=2024-06-03%2017:46

May 31, 2024

Office building at
the headquarters

Telephone
communication

Institution

1 person from
Hotland Innovation

Asset Management

To understand the
business situation
of the Company
and other related
issues

http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220256566&announcement
Time=2024-06-04%2018:20

June 3, 2024

Office building at
the headquarters

Field research

Institution

7 persons  from
Eastmoney

Securities, etc.

To understand the
business situation
of the Company
and other related
issues

http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220272291&announcement
Time=2024-06-05%2018:34
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Time of reception

June 4, 2024

June 14, 2024

June 14, 2024

June 14, 2024

June 25, 2024

June 26, 2024

June 28, 2024

July 1, 2024

July 1, 2024

July 3, 2024

Place of
reception

Office building at
the headquarters

Office building at
the headquarters

Office building at
the headquarters

Office building at
the headquarters

Office building at
the headquarters

Office building at
the headquarters

Office building at
the headquarters

Office building at
the headquarters

Office building at
the headquarters

Office building at
the headquarters

Mode of
reception

Field research

Telephone
communication

Telephone
communication

Telephone
communication

Telephone
communication

Field research

Telephone
communication

Telephone
communication

Telephone
communication

Field research

Type of
guests

Institution

Institution

Institution

Institution

Institution

Institution

Institution

Institution

Institution

Others

Guests

4 persons  from
Soochow Securities,

etc.

3 persons  from
Haitong

International, etc.

3 persons  from
Haitong

International, etc.

5 persons  from
Haitong

International, etc.

2 persons from TF
Securities, etc.

5 persons from

Allianz Asia, etc.

1 person from E
Fund

12 persons from
Guolian  Securities,
etc.

4 persons  from
Guolian  Securities,
etc.

A group of 24
investors who
participated in the
Visiting Listed

Company Event of t

Discussions and
information
provided

To understand the
business situation
of the Company
and other related
issues

To understand the
business situation
of the Company
and other related
issues

To understand the
business situation
of the Company
and other related
issues

To understand the
business situation
of the Company
and other related
issues

To understand the
business situation
of the Company
and other related
issues

To understand the
business situation
of the Company
and other related
issues

To understand the
business situation
of the Company
and other related
issues

To understand the
business situation
of the Company
and other related
issues

To understand the
business situation
of the Company
and other related
issues

Basic information index of the survey

http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220289334&announcement
Time=2024-06-06%2019:14
http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220390832&announcement
Time=2024-06-18%2017:46
http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220390834&announcement
Time=2024-06-18%2017:48
http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220390837&announcement
Time=2024-06-18%2017:50
http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220468045&announcement
Time=2024-06-26%2018:58
http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220496116&announcement
Time=2024-06-28%2017:17
http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220520219&announcement
Time=2024-07-02%2017:58
http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220526528&announcement
Time=2024-07-03%2017:44
http://www.cninfo.com.cn/new/disclo
sure/detail?plate=szse&orgld=gssz00
00538&stockCode=000538&announc
ementld=1220526553&announcement
Time=2024-07-03%2017:46
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Discussions and

. . Place of Mode of Type of . . . L
Time of reception . . Guests information Basic information index of the survey
reception reception guests .
provided
To understand the | http://www.cninfo.com.cn/new/disclo
. . 4 persons from | business situation | sure/detail?plate=szse&orgld=gssz00
Office building at . . -
July 23, 2024 the headauarters Field research Institution | Guosen Securities, | of the Company | 00538&stockCode=000538&announc
a etc. and other related | ementld=1220719320&announcement
issues Time=2024-07-24%2017:12
To understand the | http://www.cninfo.com.cn/new/disclo
. . 306 persons from | business situation | sure/detail?plate=szse&orgld=gssz00
Office building at Telephone o .
August 27, 2024 o Institution | CITIC  Securities, | of the Company | 00538&stockCode=000538&announc
the headquarters communication
etc. and other related | ementld=1221052237&announcement
issues Time=2024-08-29%2018:12
To understand the | http://www.cninfo.com.cn/new/disclo
. . business situation | sure/detail?plate=szse&orgld=gssz00
Office building at . o 8 persons  from
September 12, 2024 Field research Institution . . of the Company | 00538&stockCode=000538&announc
the headquarters China Securities, etc.
and other related | ementld=1221222096&announcement
issues Time=2024-09-13%2017:18
To understand the | http://www.cninfo.com.cn/new/disclo
. e business situation | sure/detail?plate=szse&orgld=gssz00
Office building at . o 3 persons  from
September 12, 2024 Field research Institution of the Company | 00538&stockCode=000538&announc
the headquarters Bosera Funds
and other related | ementld=1221222098&announcement
issues Time=2024-09-13%2017:18
To understand the | http://www.cninfo.com.cn/new/disclo
) . 8 persons from | business situation | sure/detail?plate=szse&orgld=gssz00
Office building at Telephone o . .
September 19, 2024 o Institution | Haitong Securities, | of the Company | 00538&stockCode=000538&announc
the headquarters communication
etc. and other related | ementld=1221256903&announcement
issues Time=2024-09-20%2017:10
To understand the | http://www.cninfo.com.cn/new/disclo
) . 3 persons from | business situation | sure/detail?plate=szse&orgld=gssz00
Office building at Telephone o . .
November 11, 2024 o Institution | Macquarie Capital | of the Company | 00538&stockCode=000538&announc
the headquarters communication .
Securities and other related | ementld=1221711579&announcement
issues Time=2024-11-13%2017:22
A group of 5
investors who | To understand the | http://www.cninfo.com.cn/new/disclo
Office building at participated in the | business situation | sure/detail?plate=szse&orgld=gssz00
November 29, 2024 the head uartgrs Field research Others Visiting Listed | of the Company | 00538&stockCode=000538&announc
g Company Event of | and other related | ementld=1221906513&announcement
Wanlian  Securities | issues Time=2024-12-02%2016:58
Yunnan Branch
To understand the | http://www.cninfo.com.cn/new/disclo
Office building at 21 persons from Hua | business situation | sure/detail?plate=szse&orgld=gssz00
December 4, 2024 the head uartgrs Field research Institution | Chuang Securities, | of the Company | 00538&stockCode=000538&announc
a etc. and other related | ementld=1221956024&announcement
issues Time=2024-12-06%2017:10
A group of 25
investors who
«Baivao Park” participated in the | To understand the | http://www.cninfo.com.cn/new/disclo
Buil(;/in at the “Visiting Listed | business situation | sure/detail?plate=szse&orgld=gssz00
December 11, 2024 head uart?ers of the Field research Others Companies Series - | of the Company | 00538&stockCode=000538&announc
qum an Visiting Yunnan | and other related | ementld=1222015856&announcement
pany Baiyao” organized | issues Time=2024-12-13%2017:28
by Guotai Jun’an

and Quanjing.com
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Discussions and
. . Place of Mode of Type of . . . L
Time of reception . . Guests information Basic information index of the survey
reception reception guests .
provided
To understand the | http://www.cninfo.com.cn/new/disclo
. . 5 persons from | business situation | sure/detail?plate=szse&orgld=gssz00
Office building at Telephone o
December 12, 2024 o Institution | Shenwan of the Company | 00538&stockCode=000538&announc
the headquarters communication .
Pharmaceutical, etc. | and other related | ementld=1222016036&announcement
issues Time=2024-12-13%2017:34
To understand the | http://www.cninfo.com.cn/new/disclo
. o business situation | sure/detail?plate=szse&orgld=gssz00
Office building at . o 8 persons  from
December 24, 2024 Field research Institution . . of the Company | 00538&stockCode=000538&announc
the headquarters China Securities, etc.
and other related | ementld=1222143382&announcement
issues Time=2024-12-25%2017:34

XI11. Development and implementation of market value management system and valuation enhancement
plan

Whether the Company has a market value management system in place.
Yes ONo

Whether the Company has disclosed plans for valuation enhancement.

OYes No

In response to the State Council’s Opinions on Strengthening Supervision and Risk Prevention and Promoting
High-Quality Development of the Capital Market, which encourage listed companies to establish a market value
management system, we held the first session of the Tenth Board of Directors for 2025 on March 31, 2025 to
consider and approve the Market Value Management System of Yunnan Baiyao Group, in a bid to effectively
enhance the Company’s investment value, standardize market value management behaviors, ensure the compliance,
scientific rigor and effectiveness of the Company’s market value management activities, and maximize the
Company’s value and shareholders’ interests. For details, please refer to the system disclosed by the Company at

www.cninfo.com.cn on the same day.

XIV. Implementation of the “Enhancement of Quality and Returns” Initiative

Whether the Company disclosed the “Enhancement of Quality and Returns” Initiative
Yes CONo

The Company disclosed the Announcement on “Enhancement of Quality and Returns™ Initiative on March 9,
2024 (Announcement No.: 2024-12).

With established awareness of returning value to shareholders, focusing on its principal businesses, and
ensuring prudent operations, the Company continues to drive high-quality development while enhancing
shareholder returns. In alignment with its actual situation, the Company has employed a comprehensive range of
measures, including improving the quality of information disclosure, strengthening investor relations management,
implementing cash dividends, canceling repurchased shares, and increasing shareholdings by major shareholders to
promote that the Company’s high-quality development is accurately reflected in its market performance.

(1) Constantly improving the quality and efficiency of production and operation

In 2024, the Company overcame the challenges posed by significant changes in the external environment and
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focused on the core pharmaceutical business. Through excellent operation across the industrial chain, value chain,
and production factors, the Company maintained strong growth. During the reporting period, the Company achieved
an operating revenue of RMB 40.033 billion, a 2.36% increase compared to the same period last year; net profit
attributable to the parent company was RMB 4.749 billion, a 16.02% year-on-year increase from RMB 4.094 billion;
and net profit attributable to the parent company after deducting non-recurring profits and losses was RMB 4.523
billion, a 20.18% increase compared to RMB 3.764 billion last year, setting a new historical high.

In terms of growth quality, the Company generated net operating cash flow of RMB 4.297 billion, a 22.68%
increase compared to the same period last year; the weighted average return on net assets was 11.99%, an increase
of 1.48 percentage points from the previous year; and basic earnings per share were RMB 2.66, a 16.16% increase
compared to last year. Meanwhile, the Company’s business structure continued to optimize. The proportion of
industrial revenue in total operating revenue has further increased to 36.14%, with the growth rate of industrial
revenue reaching 5.30%. The gross margin of the industrial business is 65.93%, which is 1.69 percentage points
higher than the same period of the previous year. The Company’s efforts to improve quality and efficiency were
effective, with sales expenses decreasing by 2.26% and management expenses decreasing by 1.98% compared to
the previous year.

The Company continued to maintain a healthy asset structure. At the end of the reporting period, the Company
had total assets of RMB 52.914 billion, net assets attributable to the shareholders of the listed Company amounted
to RMB 38.832 billion, the asset-liability ratio was 26.55%, and the cash and bank balance stood at RMB 10.888
billion.

(1) Enhancing shareholder returns through multiple dimensions

The Company has taken multiple measures to enhance shareholders’ sense of gain by means of cash dividends,
cancellation of repurchased shares and increase in shareholdings by major shareholders.

During the reporting period, the Company’s cumulative cash dividends amounted to RMB 4.279 billion,
accounting for 90.09% of the annual net profit attributable to the parent company in 2024. A special dividend was
implemented in the third quarter of 2024. The dividend program was to distribute a cash dividend of RMB 12.13
per 10 shares, with a total dividend amount of RMB 2.164 billion, accounting for 50.02% of the net income
attributable to the parent company in the first three quarters of 2024. The annual dividend program for 2024 was to
distribute a cash dividend of RMB 11.85 per 10 shares, with an annual total cash dividend amount of RMB 2.114
billion.

The Company held a shareholders’ meeting in February 2024, which considered and approved change of use
of the 12,599,946 repurchased shares to “for the cancellation to reduce the registered capital,” with the cancelled
shares accounting for approximately 0.7015% of the Company’s total share capital. The repurchase cost exceeded
RMB 700 million. In April 2024, the Company completed the cancellation of the 12,599,946 repurchased shares
mentioned above.

In August 2024, Yunnan State-owned Equity Operation Management Co., Ltd (“State-owned Equity
Management Company”), our shareholder, planned to increase its shareholding in the Company within six months
from the date of the first increase (August 6, 2024), and planned to increase its shareholding in a cumulative amount
of not less than RMB 500 million and not more than RMB 1 billion. From August 6, 2024 to February 5, 2025,
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State-owned Equity Management Company cumulatively increased its shareholding in the Company by 17,807,463
shares through the trading system of Shenzhen Stock Exchange (SZSE) by means of centralized bidding transactions,
accounting for 0.9980% of the total share capital of the Company, and the cumulative amount of the increase in
shareholding was RMB 950,379,399.02. As of the February 5, 2025, the term of the Shareholding Increase Plan
expired and the Shareholding Increase Plan was completed.

(111) Continuously improving the information disclosure quality

The Company consistently adheres to the principles of truthfulness, accuracy, completeness, timeliness, and
fairness in information disclosure, strictly following applicable laws, regulations, and corporate policies. Actively
engaging with investors, the Company carefully considers their needs and suggestions regarding periodic reports.
The Company discloses annual report data across multiple dimensions, including segments and channels, ensuring
compliance while offering a comprehensive view of its operations and development. Meanwhile, the Company
practically engages in voluntary information disclosure, proactively sharing information that aids investors in value
assessment and decision-making, thereby enhancing the relevance and transparency of disclosures. In addition, the
Company employs various methods to present and interpret periodic reports, including graphics, videos, and
PowerPoint presentations, to communicate information in a clear, engaging, and easy-to-understand manner. As of
the end of the reporting period, Yunnan Baiyao has been awarded the Class A rating in the information disclosure
assessment by the Shenzhen Stock Exchange for the 17t consecutive time.

(1V) Fully protecting the rights and interests of investors and ensuring smooth communication channels

The Company has established smooth investor communication channels to effectively safeguard the rights and
interests of investors and continuously improves the effectiveness of positive interaction with investors. During the
reporting period, the Company held a total of four performance briefings, setting a record high in investor
participation. We received investors for a total of 52 times (online and offline), involving 93 organizations and more
than 200 investors, and survey records were released in a timely manner in accordance with information disclosure
requirements. We responded to 156 inquiries at irm.cninfo.com.cn, with a response ratio of 100%. Specialized
personnel were assigned to answer investor relations hotline calls in earnest, ensuring the effective operation of the
investor relations hotline. In addition, the Company has scientifically built a professional financial media matrix
through text, video and other forms, and actively engages in multi-channel information dissemination, thus building
and maintaining the Company’s multi-dimensional value in the capital market.

(V) Exploring and practicing the path of high-quality development

The Company has a clear strategic plan. For intensive growth, we will focus on the foundational development
of the three key segments, that is pharmaceutical, health and distribution, and systematically explore potential and
enhance efficiency across the industrial chain, value chain, and production factors. For extensive growth, we will,
in line with the overall strategic requirements and orientation, actively explore ways to complement and strengthen
existing industrial segments through strategic mergers and acquisitions, strategic partnerships, and other approaches,
enabling us to rapidly overcome current growth bottlenecks and achieve sustained growth. The Company aims to
achieve growth in revenue, profit, asset scale, and other key indicators through the two-phase “2+3” strategy, which
will drive the century-old Baiyao toward becoming a Chinese leading and world-class modern pharmaceutical

industry group, achieving synergistic growth in scale, quality, and structure.
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Creating value, managing value, and realizing value are essential steps in the value enhancement journey for
listed companies. The Company will strictly remain committed to fulfilling its responsibilities and obligations as a
listed company. Through focusing on our principal businesses, continuous innovation, and operational
improvements to enhance our intrinsic value, we aim to promote the healthy and sustainable development of the
Company by continuously exploring and practicing the methodology of high-quality development. We will adhere
to the “investor-oriented” principle, striving to safeguard investors’ rights and interests through various means,

enhance investment returns and bolster investors’ sense of achievement. By effectively implementing the
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Section IV Corporate Governance

I. Basic Information of Corporate Governance

In strict accordance with the requirements of the Company Law, the Securities Law, the Code of Governance
for Listed Companies, the Rules Governing the Listing of Shares on Shenzhen Stock Exchange, the Self-Regulatory
Guidelines No. 1 for Companies Listed on Shenzhen Stock Exchange - Standardized Operation of Listed Companies
on the Main Board, and other laws and regulations, as well as internal rules and regulations, such as the Articles of
Association, the Company keeps improving corporate governance and strengthening the awareness of compliant
operation, and optimizing internal control. By constantly strengthening the learning of the relevant laws and
regulations of listed companies by all directors, supervisors, senior management, and relevant responsible personnel
and continuously improving their ability to perform their duties, we have continuously improved our governance
capacity, management efficiency and standardized operation, and promoted the high-quality and sustainable
development of the Company. The basic information of the Company’s corporate governance during the reporting
period is as follows:

1. Shareholders and Shareholders’ Meetings

The Company protects the rights of shareholders in accordance with the law, paying special attention to
protecting the legitimate rights and interests of minority shareholders, and protects the rights of shareholders to
know and participate in decision-making and supervision of significant events of the Company. The Company held
its first extraordinary general meeting for 2024 on February 23, 2024, the annual general meeting for 2023 on April
23, 2024, the second extraordinary general meeting for 2024 on June 11, 2024, the third extraordinary general
meeting for 2024 on September 11, 2024, and the fourth extraordinary general meeting for 2024 on November 14,
2024, respectively. The convening of the meetings, the convening procedures, the qualifications of the participants,
the qualifications of the convenor, the voting procedures and the voting results of the meetings complied with the
provisions of laws and regulations and the Articles of Association of the Company, and all the motions were voted
on and approved.

2. Directors and Board of Directors

The number and composition of the Board of Directors of the Company are in compliance with the
requirements of laws and regulations, the professional structure is reasonable, and the directors are fully equipped

with the necessary time and energy, knowledge reserves, professional skills and comprehensive qualities to perform
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ensure the standardized and efficient operation of the Board and prudent and scientific decision-making. The Board
of Directors consists of four special committees on audit, strategy, nomination, remuneration and appraisal, which
are responsible to the Board of Directors and perform their duties in accordance with the Articles of Association and
the implementation rules of the special committees. During the reporting period, the tenth Board of Directors of the
Company held a total of 12 sessions, and all the motions were voted on and approved. All the sessions were
convened and held in strict accordance with the Rules of Procedure for the Board of Directors, all the directors
were notified in advance as required, and sufficient meeting materials were provided. The meeting minutes were
true, accurate and complete.

3. Supervisors and Supervisory Committee

The supervisors strictly abide by the relevant laws, regulations and norms, independently and effectively
perform the supervision function, and urge the Board of Directors and the management to operate in a standardized
manner and make scientific decisions, thus effectively safeguarding the interests of the Company, shareholders and
employees. During the reporting period, the tenth Supervisory Committee of the Company held a total of 6 sessions,
and all the motions were voted on and approved. The Supervisory Committee obtained a full understanding of the
Company’s production and operation situation, comprehensively inspected the Company’s finance, supervised the
directors and senior management to perform their duties in a standardized manner, reviewed the Company’s periodic
reports and put forward written review opinions.

4. Senior management and operation team

During the reporting period, the tenth Board of Directors appointed Mr. He Tao, Mr. Shen Shi, and Mr. Li
Sheng Li as Senior Vice Presidents. The Company appointed senior management in strict accordance with the
relevant laws and regulations and the Articles of Association, performed legal procedures and made timely
disclosure.

The operation team has clear responsibilities and strictly implements the resolutions of the general meeting of
shareholders, resolutions of the Board of Directors and other relevant resolutions. The senior management members
abide by the relevant laws and regulations and the Articles of Association, and perform their duties faithfully,
diligently and prudently.

5. Revision of corporate governance related systems

During the reporting period, in accordance with the latest provisions of the Securities Law of the People’s
Republic of China, the Measures for the Administration of Independent Directors of Listed Companies, the Rules
Governing the Listing of Shares on Shenzhen Stock Exchange, the Self-Regulatory Guidelines No. 1 for Companies
Listed on Shenzhen Stock Exchange - Standardized Operation of Listed Companies on the Main Board, the
Guidelines on Investor Relations Management for Listed Companies, the Rules on the Management of the Shares
Held by Directors, Supervisors and Senior Management of Listed Companies and Their Changes and other laws
and regulations and normative documents, and based on the actual situations of the Company, the Company
systematically revised the Rules of Procedure for the Board of Directors and the Rules of Procedure for Office
Meetings after consideration and approval by the Board of Directors, to further improve the governance structure
of the Board of Directors of the Company. In addition, during the reporting period, the Company also revised such

basic management systems as the Internal Audit System, the Investment and Financial Management System, and
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the Public Welfare Donation Management Measures, and formulated such basic management systems as the
Compliance Management Measures of Yunnan Baiyao Group Co., Ltd. (Trial), the Accounting Firm Selection and
Employment System, and the Intellectual Property Management System.

6. Largest shareholder and listed company

As of the end of the reporting period, State-owned Equity Management Company was the largest shareholder
of the Company, and the Company has no de facto controller and no controlling shareholders. The above-mentioned
largest shareholder shall exercise its rights as shareholders in accordance with law, fulfill its obligations as
shareholders, and earnestly fulfill its commitments. The largest shareholder of the Company is independent from
the Company in terms of personnel, assets and finance, and has independent institutions and businesses. There are
no cases in which the Company’s funds have been appropriated by the largest shareholder and its subsidiaries or
through other means, or the Company has provided guarantees for the largest shareholder and its subsidiaries in
violation of the law. During the reporting period, the decision-making procedures and information disclosure
obligations were strictly fulfilled for the related party transactions between the Company and the related parties in
accordance with relevant regulations, and the related party transactions had commercial substance and fair pricing.

7. Information disclosure and transparency

During the reporting period, the Company and other information disclosure obligators disclosed information
in a true, accurate, complete, timely and fair manner in strict accordance with laws and regulations, self-regulatory
rules and the Articles of Association of the Company, and the disclosures were concise, clear and easy to understand.
The Company’s designated information disclosure media are China Securities Journal, Shanghai Securities News,
Securities Times and http://www.cninfo.com.cn, so that users can quickly and conveniently obtain information of
the Company. Attaching importance to the management of insider information, the Company strictly controls the
scope of persons with knowledge of insider information, registers the information of persons with knowledge of
insider information truthfully, accurately and completely, and reports to the Exchange in a timely manner.

8. Internal control and regulation system

The Company has established a sound internal control system. With the form and content in line with the
requirements of the Basic Standard for Enterprise Internal Control, its supplementary guidelines, and other relevant
laws, regulations and normative documents, the internal control self-evaluation can truly and accurately reflect the
implementation status of the Company’s internal controls.

The Company has, according to the actual situation and management needs, established and improved internal
control to reasonably ensure the legal compliance of operation and management, asset safety, the truth and integrity
of financial reports and related information, improve the operation efficiency and effect, promote the realization of
development strategies, and meet the objectives of internal control. The Company has established a series of internal
control systems for the business and matters included in the scope of internal control evaluation, which have been
implemented in the operation and management activities, effectively preventing and controlling the Company’s
internal business risks in major aspects, and ensuring the safety and integrity of the Company’s assets and the orderly
development of operation and management activities. The internal control systems are reasonable, complete and
effective, and conducive to achieving the strategic objectives of operation and development of the Company. The

Company has introduced a third-party consulting agency to assist in the construction of a comprehensive risk
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management system, and promoted the integration of risk management into each business management link through
risk identification, risk assessment, clarification of risk early warning indicators, development of risk reporting and
response mechanisms, and the construction of a corporate responsibility and assessment system. The Company will
constantly improve the internal control system and standardize the implementation of the internal control system
according to the changes of internal and external environment and management requirements, and based on the
guidelines of comprehensive risk management. Through the operation, analysis and evaluation of the internal
control system, we will provide guarantee for the Company’s legal and compliant operation and asset safety,
effectively prevent risks in operation and management, and promote the steady implementation of the Company’s
strategy.

9. Stakeholders and social responsibilities

The Company fully respects and safeguards the legitimate rights and interests of stakeholders, with an aim to
realize the coordination and balance of the interests of society, shareholders, the Company, employees and other
parties. Yunnan Baiyao actively fulfills its social responsibilities in terms of environmental protection, disaster relief
and relief assistance, and public welfare, while maintaining the Company’s sustainable development, improving its
operating results and protecting the interests of its shareholders. In 2024, Yunnan Baiyao was again awarded an A
rating in the MSCI-ESG rating for the 41 consecutive year. Based on the corporate attributes of inheritance and
innovation, excellent quality, technology empowerment, co-construction and sharing, social responsibility and
sustainable development, the Company will continue to optimize the governance system and governance level,
constantly upgrade the industrial deployment, adhere to the environmentally friendly development path, and create
long-term sustainable value for the society, the environment and various stakeholders.

We firmly believe that good corporate governance is the cornerstone and guarantee for the sustainable and
healthy development of enterprises, and standardized operation is the basic requirement for the sustainable and
healthy development of the Company. Insisting on standardized operation in accordance with laws and regulations
and the requirements of the corporate governance system, the Company has continuously improved its governance
capacity and management effectiveness. Thanks to scientific decision-making and sound operation, we effectively
safeguard the interests of the Company and the general investors, and achieve the Company’s high-quality and
sustainable development.

Whether there were any significant differences between the Company’s actual governance status and laws, administrative

regulations and the rules issued by China Securities Regulatory Commission (“CSRC”) on listed company governance?
OYes No

There was no significant difference between the Company’s actual governance status and laws, administrative regulations and the

rules issued by CSRC on listed company governance.

Il. Details Regarding the Company’s Separation from the Controlling Shareholder and De

Facto Controller across Assets, Personnel, Finance, Institutions, and Business Operations

State-owned Equity Management Company is the largest shareholder of the Company, and the Company has

no de facto controller and no controlling shareholders. In strict accordance with the requirements of the Company
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Law, the Articles of Association and other laws, regulations and rules, the Company and its foregoing largest
shareholder are completely separated in terms of business, personnel, assets, institutions, finance and other aspects.
The Company has an independent and complete business system and the ability to operate independently in the
market. The Company will continue to ensure the separation between the Company and the aforesaid largest
shareholder in terms of personnel, assets, finance, institutions and business operations according to the requirements
of the relevant laws and regulations.

1. In terms of personnel: The Company operates completely independently in terms of labor, personnel and
wage management system and has developed an independent management system. The directors, supervisors and
senior management of the Company are lawfully selected and employed in accordance with the Company Law, the
Articles of Association and other relevant laws, regulations and provisions. All senior executives of the Company
work in the Company and receive remuneration. There is no situation in which senior executives hold dual positions
in the Company and the companies of the aforesaid largest shareholder. There is no situation in which finance staff
has cross appointments in related organizations.

2. In terms of assets: The Company has a clear division of property rights with its aforesaid largest shareholder,
has the ability to operate independently in the market, and has full control over the production system, supporting
facilities, land use rights and other assets, and there is no situation where the aforesaid largest shareholder occupies
or dominates the assets.

3. In terms of finance: The Company has established an independent, complete and standardized financial
accounting system and financial management system, as well as the corresponding internal control system and
internal audit system to independently make financial decisions in accordance with the requirements of the
Accounting Standards for Business Enterprises.

4. In terms of institutions: The Board of Directors, Supervisory Committee and other internal organs of the
Company have sound structure, operate independently, make scientific decisions, and the internal organizations
operate independently from the aforesaid largest shareholder. All the institutions of the Company are set according
to the requirements of listed companies’ norms and the Company’s actual business needs and characteristics. The
Company and its largest shareholder have independent office addresses, and there is no mixed operation and co-
office. The aforesaid largest shareholder exercises its rights and undertakes corresponding obligations according to
law.

5. In terms of business: The Company has a completely independent business operation system, business
deployment and the ability to operate independently in the market, with independent procurement system,
production system and sales system. There is no dependence on majority shareholder to obtain profits, and there is

no horizontal competition with aforesaid largest shareholder and its subsidiaries.

I11. Horizontal Competition

OApplicable  Not applicable

IV. Annual General Meeting and Extraordinary General Meeting Held during the Reporting

Period
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1. Shareholders’ meetings held during the reporting period

Proportion of

Sessions Meeting type attendance of the Meeting date Disclosure date Resolutions
investors
First The following proposals had been considered and
. . approved: 1. Proposal on Electing Non-
Extraordinary Extraordinary .
. ; 63.39% February 23, 2024 | February 24,2024 | Independent Directors of the Tenth Board of
General Meeting General Meeting .
for 2024 Directors; 2. Proposal on Change of Use and
Cancellation of the Repurchased Shares
The following proposals had been considered and
approved: 1. Proposal on the 2023 Annual Work
Report of the Board of Directors; 2. Proposal on
the 2023 Annual Work Report of the Supervisory
Committee; 3. Proposal on the 2023 Final
Financial Report; 4. Proposal on the 2023
Annual General Annual General . . .
. . 62.19% April 23, 2024 April 24, 2024 Annual Report and its Summary; 5. Proposal on
Meeting for 2023 Meeting o
the 2023 Profit Distribution Plan; 6. Proposal on
the 2024 Financial Budget Report; 7. Proposal
on Expected Daily Related Transactions for
2024; 8. Proposal on Revising the Rules of
Procedure of the Board of Directors of Yunnan
Baiyao
Second The following proposals had been considered and
. . approved: 1. Proposal on Electing Supervisors of
Extraordinary Extraordinary . .
. ; 55.89% June 11, 2024 June 12, 2024 the Tenth Supervisory Committee; 2. Proposal on
General Meeting General Meeting . .
Electing Non-Independent Directors of the Tenth
for 2024 .
Board of Directors
Third The following proposal had been considered and
Extraordinary Extraordinary 61.91% September 11, September 12, approved: 1. Proposal on Renewal of the
. 0
General Meeting General Meeting 2024 2024 Company’s Auditor for 2024 (Including Internal
for 2024 Control Audit)
Fourth
Extraordinary Extraordinary 63.00% November 14, November 15, The following Proposal had been considered and
. 0

General Meeting
for 2024

General Meeting

2024

2024

approved: 1. Proposal on Special Dividend Plan

2. Extraordinary general meetings convened at the request of preferred