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LIST OF DOCUMENTS AVAILABLE FOR INSPECTION

() Audited financial report of the Company for the twelve months ended 31 December 2023 prepared in accordance
with the China Accounting Standards for Business Enterprises, which has been signed and sealed by the
person-in-charge of the Company, the person-in-charge of the Company's financial affairs (mainly responsible for
accounting work) and the person-in-charge of the accounting department (the head of the accounting department).

(1 The original document of the audit report sealed by the accounting firm and signed and sealed by the certified
public accountants.

(1) Original copies of all documents and announcements of the Company which have been disclosed on designated
websites as approved by CSRC during the Year.

(IV) 2023 annual report of the Company in English and Chinese versions published on the website of Hong Kong
Exchanges and Clearing Limited.
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CHAIRMAN’S
STATEMENT

Mr. Zhu Baoguo

Chalrman of the Board

Dear Shareholders,

The year 2023 is the opening year to fully implement the spirit of the 20th National Congress of the Communist Party
of China (CPC), and it is also an important year to further promote the Healthy China Action and deepen the reform of
the medical and health system. During the year, the medical reform focusing on the “linkage among medical insurance,
pharmaceuticals and medical treatment (=2£H4#%))) "has been continuously promoted, and the relevant policies and
regulations system has been further revised and improved. The innovation environment of China’s biopharmaceutical
industry continued to be improved, and the industry continued to move towards the high-quality development direction of
transformation, upgrading and encouraging innovation.
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CHAIRMAN'S STATEMENT

THE MANAGEMENT TEAM OF THE COMPANY

Mr. Tang Yanggang Mr. Xu Guoxiang Mr. Du Jun Mr. Yang Daihong
Executive Director, Executive Director, Vice President Vice President
President Vice President

Ms. Si Yanxia Mr. Liu Daping Ms. Huang Yuxuan Mr. Yang Liang
Vice President, Vice President Vice President Vice President,
Chief Financial Officer Company Secretary

Throughout 2023, a total of 40 kinds of Class 1 innovative drugs were approved for marketing in China, including 19
innovative chemical drugs, 16 innovative biological drugs and 5 innovative TCM (R %%l %72%%) , and the number of
new drugs approved for marketing remained relatively stable. At the same time, the speed of innovative drugs being
incorporated into the medical insurance has been significantly accelerated, with more than 80% of innovative drugs being
incorporated into the medical insurance within two years after the market launch, and the innovative drugs that meet the
“clinical value” would be brought into hospitals at a faster pace.

Facing the uncertainty of the external environment and the certainty of long-term sustainable development of the industry,
the Group has always adhered to the mission of “prioritizing the quality of life of patients” and the vision of “becoming
a leader in the pharmaceutical industry”. Based on the ambition of innovation, the Group has strategically focused on
the high-quality development goal of the main pharmaceutical business, explored and innovated based on clinical values,
continuously strengthened the first-mover advantages of innovative drugs and high-barrier complex preparation platforms,
and promoted the upgrading of differentiated product pipelines; in view of the development trend, the Group has
constantly increased the efforts in digital technology transformation in tactics, improved the efficiency level of operation,
management and R&D, and at the same time accelerated the process of promoting the internationalization of products,
thereby achieving a comprehensive improvement of long-term sustainable development capabilities.
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CHAIRMAN'S STATEMENT

REVIEW OF 2023

In 2023, the Group recorded
an operating income of
RMB12,430.04 million,
representing a year-on-year
decrease of 1.58%, and a
net profit attributable to
Shareholders of the Company
of RMB1,953.65 million,
representing a year-on-year
increase of 2.32%; excluding
gains and losses from
extraordinary items, the
net profit attributable to
Shareholders of the Company
generated from principal
businesses of the Company in 2023 was RMB1,881.35 million, representing a year-on-year increase of 0.05%.

Based on the operating results and overall financial position of the Group for 2023, the Board proposed a profit
distribution plan of the Company for 2023 as follows: to distribute cash dividend of RMB13.50 (tax inclusive) for every
10 shares to all Shareholders of the Company, based on the Company’s total share capital (excluding the shares of the
Company which were repurchased but not yet cancelled) as at the registration date of shareholding as determined by
implementation of the 2023 annual profit distribution plan. There will be no bonus shares, nor will the capital reserves
be capitalized. The profit distribution plan for 2023 was still subject to consideration and approval at the 2023 annual
general meeting of the Company.

Regarding R&D innovation as the cornerstone of sustainable development, the Group continued to pay attention to new
molecules and cutting-edge technologies in the field of global new drug R&D, made deployments for innovative drugs and
high-barrier complex preparations based on clinical value and differentiated prospect, and by focusing on gastroenterology,
psychiatry, assisted reproduction, anti-tumor and other fields, developed a differentiated product pipeline covering the
whole R&D cycle. In 2023, the Group further improved the R&D innovation system, optimised the management structure
of clinical management medicine and operation-related departments, which comprehensively covered multi-dimensional
management such as medical research, clinical operation and pharmacovigilance. The achievement of innovative R&D
constantly accelerated to be realized, and breakthroughs were made in key products, which further improved the Group's
multi-field product matrix, among which, Triptorelin Acetate Microspheres for Injection (;F &t /8 5 Bt i & Is AR ER)
(1-month sustained release), Voriconazole for Injection (7% &1 3 {A 32 BE ™) (0.2g), the new indication (the prevention
of stress-ulcer bleeding in critically ill patients) of llaprazole Sodium for injection (3 &f F8 3 & f7 M 4% ), Blonanserin
Tablets (7 B & #k /) and Quetiapine Fumarate Extended-Release Tablets (& 5 B & i 7 42 ¥2 /) have been
approved for market launch, deeply consolidating the Group's first-mover advantage in multiple therapeutic segments and
contributing new growth points for long-term and high-quality development. Tocilizumab Injection (¥£ ¥k & 471 )3 51 /& )
was approved for market launch in early 2023, and its current indications include rheumatoid arthritis, cytokine release
syndrome (CRS) and systemic juvenile idiopathic arthritis (sJIA), benefiting a large number of autoimmune disease patients
in China. Following the approval of Recombinant SARS-CoV-2 Fusion Protein Vaccine V-01 (BB BB SR E
E B & EV-01) for emergency use, Recombinant SARS-COV-2 Bivalent (Original/Omicron XBB) Fusion Protein Vaccine

emergency use in December 2023, which significantly improved the accessibility of drugs for COVID-19 patients.
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CHAIRMAN'S STATEMENT

In addition, Recombinant Human Follitropin Alfa Solution for Injection (B 48 AT 50388 &= 3 575K ) is in phase Il
clinical stage, and more than 65% of the subjects have been enrolled as of the end of the Reporting Period; the phase
Il clinical trial of Semaglutide Injection (&) 3= 4% & A JE &% ) for Type Il diabetes indication has completed enrollment,
and the weight reduction indication has been approved for clinical trial; Recombinant Anti-human IL-17A/F Humanized
Monoclonal Antibody Injection (Z #8 #1 AIL-17A/F AR {b 28 52 F£ 71 82 )% 51 & ) has commenced phase I clinical
trial; Aripiprazole Microspheres for Injection (3 &1 FB Bl 37 Bk M 1 Bk ) (1-month sustained release) has completed the
phase | multiple-dose clinical trial and clinical data analysis and has been applied for production; Rabeprazole Sodium
Enteric-coated Tablets (85 B M 8% 58 Fr ), Progesterone Injection (& B2 ¥ 51/ ), Magnesium Sulfate, Sodium
Sulfate and Potassium Sulfate Concentrate Oral Solution (7% B £ 5% £ O Al A3 )24 4 ) and Tedizolid Phosphate for
Injection (JE &7 FB % B 4% b W fiZ ) has been applied for production; we have submitted the pre-BLA application for
conditional market launch of Lipustobart for Injection (JF &7 /8 Fl| & &k F 22 1) (PD-1).

In respect of sales, the marketing team was committed to the comprehensive deployment of marketing strategies, adhering
to the core concepts of evidence marketing, co-marketing and service marketing, highlighting medical positioning, and
deepening the comprehensive clinical evaluation and pharmacoeconomics research of key products. At the same time, the
marketing team actively followed up the national medical reform policies and the core work of market access, and realized
the effective improvement of quality and the reasonable growth of quantity in terms of terminal coverage of core products,
out-of-hospital market coverage, brand awareness and patient satisfaction. For retail market of OTC products, the Group
further strengthened refined operation and management, and consolidated and improved the market penetration rate of
products and brand influence through in-depth synergy of the Internet digital marketing platforms.

In respect of commercial development, the Group continued to pay attention to cutting-edge technologies and
technological innovation, continuously broadened its international perspective, actively carried out innovative business
cooperation models in the global market, and deeply integrated the overall situation of “bringing in” and “going out”
through various methods such as cooperative development and licensing-in. During the Reporting Period, the Group
introduced innovative drugs such as potassium-competitive acid blockers (P-CAB) (#f f F %5 = M EE PR & ) , an
innovative drug in the field of gastroenterology, and thrombin inhibitor (%% I &g #0 %I %)) , an innovative drug in the field
of cardiovascular diseases. At the same time, the Group actively explored international cooperation and external licensing
authorization of product pipelines, which further consolidated the foundation of the Group’s advantageous fields and
helped to achieve long-term sustainable development.
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CHAIRMAN'S STATEMENT

In respect of fulfilling its social responsibilities, the Group has carried out the “Public Welfare Program for Prevention
and Treatment of Chronic Diseases (& = 12" 8 A7z B B )" for many years, with a geographical coverage of 8
provinces and 4 autonomous regions across the country and delivered supplies such as required drugs to the patients with
chronic diseases in remote areas, further improving the accessibility of drugs and improving their treatment affordability
and helping to achieve the major task of comprehensively promoting the construction of a healthy China. At the same
time, during the Reporting Period, the Group’s MSCI ESG rating was awarded the highest rating of AAA in the world,
becoming the first Chinese company in the global pharmaceutical industry to receive the highest AAA rating of MSCI ESG.

In respect of talent development, the Group innovatively developed and effectively applied a targeted talent evaluation
system with the help of human resources informatization and other scientific and technological means, and gradually
improved the internal talent development mechanism of the Group. The Group further strengthened the system of
cultivation, selection and promotion of internal young talents, and continuously introduced world-class talents to inject
new vitality for the long-term development of the enterprise. In addition, the Group has formulated and implemented
long-term equity incentive schemes for many times to fully mobilise the enthusiasm and subjective initiative of employees,
so as to promote the long-term and deep synchronization between the growth of the Group and the growth of the
employees.

FUTURE OUTLOOK

Since the 14th Five-Year Plan, the revenue from the principal businesses and total profit of China's pharmaceutical
industry have both increased, and the R&D investments of the whole industry has increased by more than 20%, injecting
strong development momentum into the entire industry. From the laboratory to the market, China's pharmaceutical
companies are making fruitful achievements with unyielding effort and intelligence.

The term “innovative drugs” was included in the government work report of the Second Session of the 14th National
People’s Congress in 2024 for the first time, and “drug points” such as promoting traditional Chinese medicine
innovation and improving centralized drug procurement were also widely concerned. It is also Livzon's persistence to
further strengthen its advantages in the platforms of innovative drugs and high-barrier complex preparations, and steadily
improve R&D efficiency. This also proves that the path we choose is forward-looking and right.

Looking forward, the Group will continue to adhere to the mission of “prioritizing the quality of life of patients” and the
vision of “becoming a leader in the pharmaceutical industry”, continue to focus on gastroenterology, psychiatry, assisted
reproduction and anti-tumor and other fields to further strengthen its advantages in the platforms of innovative drugs and
high-barrier complex preparations and accelerate the improvement of R&D efficiency. At the same time, the Group will
increase management innovation, comprehensively improve its sustainable development capabilities through new digital
and intelligent technologies and new models, actively respond to changes in industry policies, and continue to deepen
market promotion.
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CHAIRMAN'S STATEMENT

Meanwhile, the Group will continue to deepen the concept of sustainable development, play a leading role in the field of
ESG green development, continue to scientifically deepen and increase investment in environmental protection, realize the
concept of sustainable development with steady progress, and strive to achieve the Group’s energy saving and emission
reduction and carbon reduction targets as scheduled, with an ultimate goal of achieving carbon neutrality by 2055.

On behalf of the Board of the Company, | would like to take this opportunity to express my sincere thanks to all
Shareholders, our staff and business partners for their long-term concern and support.

Zhu Baoguo
Chairman

28 March 2024
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FINANCIAL HIGHLIGHTS

Major Financial indicators (RMB in millions)
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Note: Due to changes in accounting policies, the accounting data of previous years were retrospectively adjusted.
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FINANCIAL HIGHLIGHTS

PERFORMANCE FOR THE REPORTING PERIOD IN TERMS OF
REVENUE FROM VARIOUS SECTORS

Chemical drug preparations
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Note:  Due to changes in accounting policies, the accounting data of previous years were retrospectively adjusted.
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SECTION I. IMPORTANT NOTICE AND DEFINITIONS

IMPORTANT NOTICE

The Board, the Supervisory Committee and the Directors, Supervisors and senior management of Livzon Pharmaceutical
Group Inc.* (BB ¥k & % & B i% {5 A BR A 7)) hereby warrant the truthfulness, accuracy and completeness of the
contents of this annual report (the “Report”), and that there are no false representations, misleading statements or
material omissions contained in the Report, and severally and jointly accept responsibility.

The financial report of the Company for the year ended 31 December 2023 has been prepared in accordance with
the China Accounting Standards for Business Enterprises, and has been audited by Grant Thornton (Special General
Partnership) who issued standard unqualified opinions in the audit report.

Mr. Zhu Baoguo (k4R ), the person-in-charge of the Company, Ms. Si Yanxia (@] 88 ), the person-in-charge of the
Company's accounting work (Chief Financial Officer), and Ms. Zhuang Jianying (¥t 4248 ), the person-in-charge of the
accounting department (the head of the accounting department), declare that they hereby warrant for the truthfulness,
accuracy and completeness of the financial statements contained in the Report.

All Directors of the Company have attended the Board meeting in person for considering the Report.

After consideration and approval by the Board of the Company, the Company's profit distribution plan for 2023 is as
follows: to distribute cash dividend of RMB13.50 (tax inclusive) for every 10 shares to all Shareholders of the Company,
based on the Company’'s total share capital (excluding the shares of the Company which were repurchased but not
yet cancelled) as at the registration date of shareholding as determined by implementation of the 2023 annual profit
distribution plan. There will be no bonus shares, nor will the capital reserves be capitalized (the “Dividend Distribution
Plan for the Year"). The Dividend Distribution Plan for the Year is still required to be submitted to the 2023 annual
general meeting (the "AGM") of the Company for consideration and approval. Subject to the approval of the Dividend
Distribution Plan for the Year at the AGM, it is expected to distribute cash dividend to A Shareholders and H Shareholders
on 8 July 2024 and 5 August 2024, respectively.

The possible risk factors and corresponding strategies in respect of the future development of the Company are analyzed
by the Company in Section Ill “Management Discussion and Analysis” of this Report. Investors are advised to review it.

The Report contains forward-looking statements which involve subjective assumptions and judgments of future policies
and economic conditions. These statements are subject to risks, uncertainties and assumptions. The actual outcomes may
be substantially different from these statements. Investors should exercise caution that inappropriate reliance on and

usage of such information may lead to investment risks.

The Report is prepared in both Chinese and English. In case of any discrepancies, the Chinese version shall prevail.

Livzon Pharmaceutical Group Inc. | Annual Report 2023
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SECTION I. IMPORTANT NOTICE AND DEFINITIONS

DEFINITIONS

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

“Company”

“Group”

“Board”

“Director(s)"
“Supervisory Committee”
“Supervisor(s)”
“Shareholder(s)”

“A Share(s)"

“B Share(s)”

“H Share(s)"

“A Shareholder(s)”
“H Shareholder(s)"

“Year”, "Reporting Period”
or “Period”

“Same Period Last Year”,
“Previous Period” or “Previous Year”

“End of the Previous Year"” or
“End of the Previous Period”

“Beginning of the Year”,
"Beginning of the Reporting Period”
or “Beginning of the Period”

Livzon Pharmaceutical Group Inc.* (BIREEEBERMHEPR A A, a joint
stock company incorporated under the laws of the PRC with limited liability,
whose H Shares and A Shares are listed on the main board of the Hong
Kong Stock Exchange and the main board of the Shenzhen Stock Exchange
respectively

the Company and its subsidiaries

the board of directors of the Company

director(s) of the Company

the supervisory committee of the Company

supervisor(s) of the Company

shareholder(s) of the Company

the ordinary shares in the registered capital of the Company with a nominal
value of RMB1.00 each, which are listed and traded on the main board of the
Shenzhen Stock Exchange

domestically listed foreign shares originally issued by the Company

the ordinary shares in the registered capital of the Company with a nominal
value of RMB1.00 each, which are listed and traded on the main board of the
Hong Kong Stock Exchange

holder(s) of A Shares of the Company

holder(s) of H Shares of the Company

the twelve months from 1 January to 31 December 2023

the twelve months from 1 January to 31 December 2022

31 December 2022

1 January 2023

i Livzon Pharmaceutical Group Inc. | Annual Report 2023



SECTION |. IMPORTANT NOTICE AND DEFINITIONS

“End of the Year”,

“End of the Reporting Period”

or “End of the Period”
"CSRC”
“Shenzhen Stock Exchange”

“csbec”

“Hong Kong Stock Exchange”

“China Accounting Standards
for Business Enterprises”

“Company Law"
“Securities Law”
“Shenzhen Listing Rules”

“Hong Kong Listing Rules”

“Corporate Governance Code'

“Model Code”

"SEQ"

“Articles of Association”

“B-To-H Share Conversion”

“Joincare”

4

31 December 2023

China Securities Regulatory Commission
Shenzhen Stock Exchange

Shenzhen Branch of China Securities Depository and Clearing Corporation
Limited

The Stock Exchange of Hong Kong Limited

Accounting Standards for Business Enterprises — Basic Standard and 38 specific
accounting standards, promulgated on 15 February 2006 and the Application
Guidance to Accounting Standards for Business Enterprises, Interpretations of
Accounting Standards for Business Enterprises and other related requirements
subsequently promulgated by the Ministry of Finance of the People’s Republic of
China

the Company Law of the People’s Republic of China
the Securities Law of the People’s Republic of China
the Stock Listing Rules of the Shenzhen Stock Exchange

Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited

the Code of Corporate Governance as set out in Appendix C1 of the Hong Kong
Listing Rules

the Model Code for Securities Transactions by Directors of Listed Issuers as set
out in Appendix C3 of the Hong Kong Listing Rules

Securities and Futures Ordinance (Cap 571 of the Laws of Hong Kong)
the Articles of Association of Livzon Pharmaceutical Group Inc.* ({28 ¥k &5 %%

SERMHERAFTER))

conversion of the domestically listed foreign shares (B Shares) of the Company
into H Shares by way of introduction for listing and trading on the main board
of the Hong Kong Stock Exchange

Joincare Pharmaceutical Industry Group Co., Ltd.* ({2 5 Jr %% 2 & B iR (9
A BR A &]) (Shanghai Stock Exchange stock code: 600380), a joint stock
company incorporated under the laws of the PRC and listed on the main board
of the Shanghai Stock Exchange in 2001 and one of the Company’s controlling
shareholders

Livzon Pharmaceutical Group Inc. | Annual Report 2023



SECTION 1.

“Joincare Group”
“Baiyeyuan”
“Topsino”
“Begol”

“Livzon Hecheng”

“Jiaozuo Hecheng”

“Livzon MAB”

“Xinbeijiang Pharma”

“Fuzhou Fuxing”

“Ningxia Pharma”

“Pharmaceutical Factory”

“Livzon Diagnostics”

“Sichuan Guangda”

“Shanghai Livzon”

“Jiaozuo Joincare”

“Haibin Pharma”

“Blue Treasure Pharma”

“Sanmed Gene”

“Lizhu HK"

IMPORTANT NOTICE AND DEFINITIONS

Joincare and its subsidiaries (excluding the Group)
Shenzhen Baiyeyuan Investment Co., Ltd.* (&

Topsino Industries Limited* (K3 E %GR A 7))

Guangzhou Begol Trading Holdings Limited* (B &R E L E 5 A &)

Zhuhai FTZ Livzon Hecheng Pharmaceutical Manufacturing Co., Ltd. (B /&R B

EEBIRAKEEFRAR)

Jiaozuo Livzon Hecheng Pharmaceutical Manufacturing Co., Ltd.* (FE{EEE Tk &

REEEBR QA
Livzon MABPharm Inc.*

Livzon Group Xinbeijiang Pharmaceutical Manufacturing Inc.

TRERHBRRAE)

L|vzon Group Fuzhou Fuxing Pharmaceutical Co., Ltd.* (58 Tk £ B 2 )N 18 &

BEARRLA)

Livzon Group (Ningxia) Pharmaceutical Manufacturing Co.,

(BE)REFRAFA])
Livzon Group Livzon Pharmaceutical Factory* (B8
(RBBHRABBN AR A

Zhuhai Livzon Diagnostics Inc.*

Sichuan Guangda Pharmaceutical Manufacturing Co., Ltd.* (PQ

RAAE)

Shanghai Livzon Pharmaceutical Manufacturing Co., Ltd.*

PRAAE)

Jiaozuo Joincare Pharmaceutical Industry Co., Ltd.* (EE{EREFETAEME A

EE/NETD
Shenzhen Haibin Pharmaceutical Co., Ltd.* (}

(ERE

Guangdong Blue Treasure Pharmaceutical Co., Ltd.

Al)

Zhuhai Sanmed Gene Diagnostics Ltd.* (Bk/E@ M E = E FH AR KA R
“(RETMEBRERR

A a]) (formerly known as Livzon Gene Diagnostics Inc.

AR RBRRE))

Lizhu (Hong Kong) Co., Limited* (BB Zk (B4 ) AR A Al)

Livzon Pharmaceutical Group Inc. | Annual Report 2023
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SECTION |. IMPORTANT NOTICE AND DEFINITIONS

“Sanmed Biotech”

“Livzon Biologics” or
“Livzon Cayman”

"

“Livzon International

“Joincare BVI"
“Livzon HK"
“LivzonBio”
“PRC" or “China”
“Hong Kong”
“RMB”

“HK$" or "HKD"
“MOP”

"US$" or "USD”
“JpY”

“Euro” or "EUR"
“MYR"

“Cninfo”

“Company's website”
“HKEXnews"
“COVID-19 virus”
“COVID-19 vaccine(s)”

"R&D"

Zhuhai Sanmed Biotech Inc.* (BR/ BB EAMZ RN BR A )

Livzon Biologics Limited

Livzon International Limited

Joincare Pharmaceutical Group Industry Co., Ltd

Livzon Biologics Hong Kong Limited (BB Zk AR BB BR A a))

LivzonBio, Inc.* (JR/E8 T RBIK AW B ERM K AR A 7))
the People’s Republic of China

the Hong Kong Special Administrative Region of the PRC
Renminbi, the lawful currency of the PRC

Hong Kong dollars, the lawful currency of Hong Kong
Macau Patacas, the lawful currency of Macau

US dollars, the lawful currency of the United States
Japanese Yen, the lawful currency of Japan

Euro, the currency of 19 nations of the European Union
the lawful currency of Malaysia

www.cninfo.com.cn (B 1 & 51.48)

the website of the Company (www.livzon.com.cn)

the website of Hong Kong Exchanges and Clearing Limited (www.hkexnews.hk)

a new coronavirus called SARS-CoV-2
vaccine(s) for the SARS-CoV-2

research and development

Livzon Pharmaceutical Group Inc. | Annual Report 2023

15



16

SECTION I. IMPORTANT NOTICE AND DEFINITIONS

"CE"

"IND"

"8D"

"CEP"

"EHS"

“FDA"

"GMP"

"GAP”

"QC”

"MVR"

Conformité Européenne (CE), being the certification of the product by European
Union, indicating that the product has met the safety requirements stipulated
by the European Directives. The access condition for a product to enter the
EU market are that the product has passed the corresponding conformity
assessment procedures and the declaration of conformity of a manufacturer,
with attachment of CE mark

Investigational New Drug

Business Development

Certification of Suitability to Monograph of European Pharmacopoeia
Environment, Health and Safety

Food and Drug Administration

Good Manufacturing Practice

Good Agriculture Practice

Quality Control

Mechanical Vapor Recompression

Livzon Pharmaceutical Group Inc. | Annual Report 2023



SECTION II. COMPANY PROFILE AND PRINCIPAL
FINANCIAL INDICATORS

l. COMPANY INFORMATION

Stock abbreviation
Stock code
Amended stock abbreviation (if any)

Stock exchange of listed securities

Chinese name of the Company
Abbreviation of the Chinese name
English name of the Company
Abbreviation of the English name
Legal representative of the Company

Registered address in the PRC

Postal code of registered address in the PRC
Changes in the history registered address
of the Company

Office address in the PRC

Postal code of office address in the PRC

Principal place of business in Hong Kong

Company's website
E-mail

Note 1:

A Shares H Shares

Livzon Group Livzon Pharma™®’ g8 BEHf L e 2
000513 01513"* 7 2999(0"?
Not applicable

Shenzhen Stock Exchange The Stock Exchange of

Hong Kong Limited
BARBEEBRRNOHBERAA
BIREE
LIVZON PHARMACEUTICAL GROUP INC.*
LIVZON GROUP
Zhu Baoguo (SRR B )

Headquarters Building, 38 Chuangye North Road, Jinwan District,
Zhuhai City, Guangdong Province, the PRC

519090
Subject to consideration and approval at the general meeting of the
Company, it was changed into the above registered place

on 6 November 2013

Headquarters Building, 38 Chuangye North Road, Jinwan District,
Zhuhai City, Guangdong Province, the PRC

519090

Unit 1301, 13/F, YF Life Centre, 38 Gloucester Road,
Wan Chai, Hong Kong

www.livzon.com.cn

LIVZON_GROUP@livzon.com.cn

On 16 January 2014, the Company's domestically listed foreign shares (B Shares) were converted into overseas listed foreign

shares (H Shares) by way of introduction for listing and trading on the main board of the Hong Kong Stock Exchange. The
stock code of the H Shares of the Company is “01513" and the stock abbreviation thereof is “Livzon Pharma”.

Note 2:

The abbreviation and the stock code are only used by domestic Shareholders of original B Shares of the Company in respect

of their trading of H Shares of the Company after the listing of H Shares of the Company on the main board of the Hong

Kong Stock Exchange.

*

For identification purpose only
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SECTION |l. COMPANY PROFILE AND PRINCIPAL
FINANCIAL INDICATORS

II. CONTACT PERSONS AND CONTACT DETAILS

Secretary to the Board Representative of securities affairs
Name Yang Liang (15 5%) Ye Delong (EE{ZE %)

Headquarters Building, 38 Chuangye North Road, Jinwan District, Zhuhai City,

Address Guangdong Province, the PRC

Telephone (86) (0756) 8135990 (86) (0756) 8135992

Fax (86) (0756) 8891070 (86) (0756) 8891070

E-mail yangliang2014@livzon.com.cn yedelong@livzon.com.cn

DRUG PREPARATION PRODUCTS
Leuprorelin Acetate Anti-viral Granules Recombinant

llaprazole Enteric- ~ Microspheres for Injection Perospirone Used for clearing heat, SARSCoV- 2 Fusion
Coated Tablets Endometriosis; hysteromyoma; Hydrochloride eliminating dampness, cooling ~ Protein Vaccine
For treatment of premenopausal breast cancer with  Tablets blood and detoxifying. For Used to prevent
duodenal ulcers and  estrogen receptor positive; prostate  For treatment of  treatment of upper respiratory  diseases caused by
reflux esophagitis. ~ cancer; central precocious puberty.  schizophrenia. tract infection and influenza. ~ SARS-CoV-2 infection.

g - ol
EHAREMAE 0

llaprazole Sodium  Urofollitropin for Injection  Shengi Fuzheng Injection Tocilizumab Injection Triptorelin Acetate

for Injection For treatment of Benefiting vital energy and For treatment of Microspheres for

For treatment anovulation and sufferers  strengthening physique. For rheumatoid arthritis; based Injection

of Peptic ulcer for whom Clomifene treatment of weakness and tiredness, on therapeutic plans for For treatment of

hemorrhage. Citrate produces no lassitude, spontaneous sweating, COVID-19, it may be prostate cancer
curative effect and to assist  vertigo which are caused by the applied to severe COVID-19

ovarian hyperstimulation of energy deficiency of lung and spleen; patients with significant
reproductive technology. the adjuvant therapy for the patients increases of IL-6 level in
of lung cancer and stomach cancer  laboratory tests.
with the above symptoms.
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SECTION Il. COMPANY PROFILE AND PRINCIPAL

FINANCIAL INDICATORS

lll. INFORMATION DISCLOSURE

Stock exchange websites for the disclosure of the
Company'’s annual report

Name and websites of media for the disclosure
of the Company’s annual report

Websites for publication of the Report in Hong Kong

Place at which the Report is available for inspection

Diagnostic Kit for IgM
Antibody to Mycoplasma
Pneumonia
(Colloidal Gold)
It is applicable for auxiliary
diagnosis of infection by
Mycoplasma pneumoniae.

Antinuclear Antibody Test Kit (17) (Magnetic
Barcode Immunofluorescence)

It is used for the quantitative and qualitative
detection of common anti-nuclear and
anti-antibodies in the autoimmune diseases,
clinically used to diagnose diseases, such as
the systemic lupus erythematosus, Sjogren’s
syndrome, systemic sclerosis, polymyositis and
dermatomyositis and the mixed connective tissue
disease.

AND PLACES FOR INSPECTION

www.szse.cn and www.hkexnews.hk
China Securities Journal, Securities Times, Shanghai Securities
News, Securities Daily and Cninfo (www.cninfo.com.cn)

www.hkexnews.hk and the Company’s website
(www.livzon.com.cn)

Secretariat for the Board of the Company and the Company's
principal place of business in Hong Kong

DIAGNOSTIC REAGENTS

Nucleic Acid Test Kit for
Human Immunodeficiency
Virus Type 1 (Real-Time
PCR)

It is used to quantitatively
detect the nucleic acid level
of HIV virus, assist in the
diagnosis of HIV infection,

Interferon-Gamma Release Assays evaluate the treatment result
(IGRA) Test Kit (Chemiluminescence and monitor the progress of
Immunoassay) the disease.

It is used to determine whether the human
body is infected with Mycobacterium
tuberculosis by detecting the release of specific
IFN- 7 in blood samples, which is used for
clinical auxiliary diagnosis of tuberculosis.
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SECTION |l. COMPANY PROFILE AND PRINCIPAL
FINANCIAL INDICATORS

IV. CHANGE OF REGISTRATION DETAILS
United social credit code 914404006174883094

Change in principal activities of No change
the Company since listing (if any)

History of changes in controlling shareholders (if any) There was no change in the controlling shareholders
of the Company in the most recent decade

V. OTHER RELEVANT INFORMATION
1.  Accounting firm appointed by the Company

Name of accounting firm Grant Thornton (Special General Partnership)

Office address of accounting firm 5th Floor, Scitech Palace, 22 Jianguomen Wai Avenue,
Chaoyang District, Beijing

Name of signing accountants Li Encheng (Z= B 5k ) and Wei Heng (38148 )
2.  Authorized representatives and institutions appointed by the Company pursuant

to the Hong Kong Listing Rules

Authorized representatives appointed Tang Yanggang (B 5 ) and Yang Liang (15 %)
pursuant to the Hong Kong Listing Rules

Company Secretary Yang Liang (15 5)

Alternate authorized representative Yuan Ailing (3232 %%)

Name of H Share Registrar Tricor Investor Services Limited

Address of H Share Registrar 17/F, Far East Finance Centre, 16 Harcourt Road,
Hong Kong
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SECTION II. COMPANY PROFILE AND PRINCIPAL
FINANCIAL INDICATORS

V. OTHER RELEVANT INFORMATION (continued)

3. Sponsor appointed by the Company for performing continuous supervisory
responsibilities during the Year

v Applicable [ Not Applicable

Name of
Office address the sponsor Period of continuous
Name of the sponsor of the sponsor representatives supervision
Minsheng Securities Co., Ltd.  No. 8 Pu Ming Road, Yu Chunyu (F&F), From 20 September 2016 to
China (Shanghai) Pilot Chen Yu (FR/R) 31 December 2023

Free Trade Zone

Note: According to the relevant requirements under the Administrative Measures for the Sponsorship Business of the
Issuance and Listing of Securities ({35 &3 1T F MR B E K E B #14)), the date of listing of the new shares
under the non-public issuance of shares was 20 September 2016, and the period of continuous supervision and
guidance was the period from the date of listing of the shares under the non-public issuance to 31 December
2017. During the Reporting Period, the proceeds raised from the non-public issuance of shares by the Company
have not been fully utilized and Minsheng Securities Co., Ltd., the Sponsor of the Company, shall continue to
perform its duties of continuous supervision and guidance in respect of deposit and utilization of the proceeds.

4. Financial advisor appointed by the Company for performing continuous
supervisory responsibilities during the Year

(] Applicable v Not Applicable

VI. EXPLANATION ON CHANGES IN ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES OR CORRECTION OF SIGNIFICANT ACCOUNTING ERRORS IN
COMPARISON WITH THE FINANCIAL REPORT FOR THE LAST YEAR

v Applicable [ Not Applicable

According to the provisions of Interpretation No. 16 of Accounting Standards for Business Enterprises (Cai Kuai [2022] No.
31) (hereinafter referred to as “Interpretation No. 16") issued by the Ministry of Finance in November 2022, for a single
transaction that is not a business combination, does not affect the accounting profit and the taxable income (or deductible
losses) at the time of the transaction, and the assets and liabilities initially recognized result in equal amount of taxable
temporary differences and deductible temporary differences, the taxable temporary differences and deductible temporary
differences arising from the initial recognition of assets and liabilities shall be recognized as corresponding deferred tax
liabilities and deferred tax assets respectively at the time of the transaction in accordance with the relevant provisions
of the Accounting Standards for Business Enterprises No. 18 — Income Tax and other relevant regulations. For the above
transactions that occur between the beginning of the earliest period in which the financial statements are presented for
the first time under the above provisions and the effective date of the Interpretation, the enterprise shall, in accordance
with the above provisions, adjust the cumulative impact to the opening retained earnings and other relevant financial
statement items for the earliest period in which the financial statements are presented.

The above provisions came into effect on 1 January 2023. If the Company recognizes lease liabilities and right-of-use

assets for leasing business, generates taxable temporary differences and deductible temporary differences, the Company
shall make corresponding adjustments in accordance with the provisions of Interpretation No. 16.
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SECTION |l. COMPANY PROFILE AND PRINCIPAL
FINANCIAL INDICATORS

VII. PRINCIPAL ACCOUNTING DATA AND FINANCIAL INDICATORS PREPARED
IN ACCORDANCE WITH CHINA ACCOUNTING STANDARDS FOR BUSINESS

ENTERPRISES
1.  Whether the Company has made retrospective adjustments or restatements of
accounting data of prior years
v Yes [ No
Unit: RMB'000
Year-on-year
0 change 001 2000
Before After Ater Before Ater Before After
Item 03 adjustment adjustment adjustment adjustment adjustment adjustment adjustment 2019
Operating income (PREINEERERN 12629579.05  12,629,579.05 158% 1206386327 1208386327 1052040984 1052040984 9,384,695.84
Net profi attibutable to Shareholders of (REENGIREN 190939166 190940769 0% 17588305 17156549 171491039 171500086 130087544
the Company
Net profi attibutable to Shareholders of (REIRTEEN 188045663 1,880,47265 005% 162704749 160698973 143154940 143163987 119153517
the Company after deduction of
extraordinary gains and losses
Net cash flow from operating actites EPLEEEINEN 277267130 277267130 1718% 190231814 19023814 216076061 216076060 1767,162.88
Total profi PRINIIRIN 233055060 233035061 2% 22568883 224568883 248943569 248943569 172754239
Basic earings per share (RMBIshare) 210 204 204 194% 190 190 183 183 139
Diluted earnings per share (RMBfshare) 210 204 204 194% 190 190 183 183 139
Basic earnings per share after deduction of 202 20 20 0.50% 174 174 153 15 12
extraordinary gains and losses (RMBIshare)
Weighted average return on equity 14.00% 1431% 1431%  Decreased by 1430% 1432% 14.86% 14.86% 1200%
0.31 percentage
point
Return on equity attrbutable to Shareolders of 13.91% 13.76% 1376%  Increased by 13.66% 13.66% 14.16% 14.16% 1167%
the Company 0.15 percentage
point
Ratio of equity attributable to Shareholders of 55.81% 5580%  Increased by 58.13% 58.12% 58.80% 58.80% 62.12%
the Company to total assets 0.27 percentage
point
Change as
at the End
of the Year from
the Beginning
31 December 2022 of the Year 31 December 2021 31 December 2020
31 December Before After After Before After Before After 31 December
ltem 03 adjustment adjustment adjustment adjustment adjustment adjustment adjustment 2019
Total assets RNTRITARIN 486480537 24,808,169.42 071% 2237191559 2237409938 2059081579 2059361151  17,976463.12
Totallabliies (UPIERVINER 992857371 993188512 34%% 806089080 808307905 695073380 695348050 57012554
Net assets attributable to Shareholders of the ~ WEMEPRAIN 13876,02067  13876,06941 120% 1300376363 1300379635 121074190 1200733237 11,166,752.45
Company
Share capital CEREIAUNN 03555289 93555269 A% 978512 RN GMAESA0 SMAEBA0 93476068
Shareholders' equity per share attrbutable to 15.20 1483 1483 247% 1387 1387 1281 1281 11.9

Shareholders of the Company (RMBIshare)

Note: Retroactive adjustments to accounting data for the previous years due to changes in accounting policies.
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SECTION II. COMPANY PROFILE AND PRINCIPAL
FINANCIAL INDICATORS

VIil. PRINCIPAL ACCOUNTING DATA AND FINANCIAL INDICATORS PREPARED
IN ACCORDANCE WITH CHINA ACCOUNTING STANDARDS FOR
BUSINESS ENTERPRISES (continued)

1.  Whether the Company has made retrospective adjustments or restatements of
accounting data of prior years (continued)

The lower of the Company’s net profit before or after deduction of extraordinary gains or losses
for each of the latest three accounting years is negative, and the audit report for the latest year
indicates that there is uncertainty about the Company’s ability to continue as a going concern

J Yes v No

The lower of the net profit before or after deduction of extraordinary gains or losses is negative

[J Yes v No

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

Total share capital of the Company as at the trading day prior to disclosure (shares) 926,464,448

Fully diluted earnings per share based on the most updated share capital:

Dividends paid for preferred shares -
Interest paid for perpetual bonds (RMB) -
Fully diluted earnings per share based on the most updated share capital (RMB/share) 2.1

2. Whether corporate debts exist
] Yes v No

3.  Whether the Company has incurred losses in the latest two consecutive years

[J Yes  No [ Not applicable
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SECTION |l. COMPANY PROFILE AND PRINCIPAL
FINANCIAL INDICATORS

VIIl. DIFFERENCES IN ACCOUNTING DATA UNDER DOMESTIC AND FOREIGN
ACCOUNTING STANDARDS

1. Differences in net profit and net assets between financial reports disclosed
concurrently under international accounting standards and China Accounting
Standards

(] Applicable v Not Applicable

2, Differences in net profit and net assets between financial reports disclosed
concurrently under foreign accounting standards and China Accounting
Standards

(] Applicable v Not Applicable

3. Explanation on reasons for the differences in accounting data under domestic
and foreign accounting standards

(] Applicable v Not Applicable

IX. QUARTERLY PRINCIPAL FINANCIAL INDICATORS

Unit: RMB
First Quarter Second Quarter Third Quarter Fourth Quarter
Operating income 3,413,055,191.98  3,276,862,922.89  2,964,874,453.89  2,775,245,757.06

Net profit attributable to shareholders of the Company 581,909,331.89 552,661,016.66 466,984,530.41 352,095,954.32

Net profit attributable to shareholders of the Company 569,942,095.34 523,763,593.87 481,866,550.98 305,773,105.77
after deduction of extraordinary gains and losses

Net cash flow from operating activities 299,784,593.85 927,520,549.51 985,098,212.03 1,036,530,836.41

Whether significant differences exist between the above financial indicators or their total
amounts and the relevant financial indicators in the quarterly reports or interim reports
already disclosed by the Company

1 Yes v No
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SECTION Il. COMPANY PROFILE AND PRINCIPAL

FINANCIAL INDICATORS

X. ITEMS AND AMOUNTS OF EXTRAORDINARY GAINS AND LOSSES

v Applicable [ Not Applicable

Item Amount in 2023

Gains and losses on disposal of non-current assets (including the written-off -170,440.24
portion of provisions made for asset impairment)

Government grants included in profit and loss for current period (except for 186,338,052.98

government grants closely associated with corporate businesses, entitled at
fixed amount or fixed level according to the national unified standards)
Gains and losses on fair value changes incurred from financial assets held for -43,944,412.67
trading, derivative financial assets, financial liabilities held for trading and
derivative financial liabilities, and investment income on disposal of financial
assets held for trading, derivative financial assets, financial liabilities held for
trading, derivative financial liabilities and other debt investments, except for
effective hedging activities related to the ordinary operating business of the

Company
Other non-operating income and expenses apart from the above items -32,441,943.60
Less: income tax effect 15,584,103.48
Effect of minority interests (after tax) 21,891,665.67
Total 72,305,487.32

Unit: RMB
Amount in 2022 Amount in 2021
860,661.89 9,457,741.32
180,854,828.13 206,479,154.93

-97,711,369.19

-20,005,007.48
18,392,207.16
16,671,869.01

1,975,577.48

-21,301,165.09
30,284,932.60
17,690,611.93

28,935,037.18

148,635,764.11

Explanation on defining the items of extraordinary gains or losses illustrated in the “Notice
on Explanation of Information Disclosure of Companies Publicly Issuing Securities No. 1 -

Extraordinary Gains or Losses” as recurring gains or losses

(] Applicable v Not Applicable

During the Year, the Company had not defined any extraordinary gains or losses illustrated in the “Notice on Explanation
of Information Disclosure of Companies Publicly Issuing Securities No. 1-Extraordinary Gains or Losses” as recurring gains

and losses.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

I.  THE INDUSTRY SITUATION IN WHICH THE COMPANY OPERATES
DURING THE REPORTING PERIOD

1. Basic information, development stage, cyclical characteristics of the industry in which the
Company operates and the position of the Company within the industry

The industry in which the Company operates is the pharmaceutical manufacturing industry. The pharmaceutical industry
is a national strategic emerging industry and an integral part of the national economy. The pharmaceutical industry is
significantly affected by changes in industrial policies. As China has been deepening reforms of the pharmaceutical and
health systems, the relevant systems of policies and regulations are further amended and improved. The year 2023 is the
first year for the full implementation of the spirit of the 20th National Congress of the Communist Party of China. The
medical reform focusing on the “joint action of three medical fields” including medical insurance, medicine and medical
care continued to advance, the environment for innovation continued to be improved, and the pharmaceutical industry
continued to make progress in the direction of high-quality development by seeking transformation and upgrading and
encouraging innovation.

The Group is primarily engaged in the R&D, production and sale of pharmaceutical products, which cover drug preparation
products, active pharmaceutical ingredients (“APIs”) and intermediates, as well as diagnostic reagents and equipment,
covering a wide range of therapeutic fields such as gastroenterology, assisted reproduction, psychiatry and tumor
immunity, and has formed a relatively complete product portfolio.

The Company regards R&D and innovation as the foundation of sustainability, the R&D pipeline focuses on unmet clinical
needs, places emphasis on innovative drugs and high-barrier complex preparations, and further strengthens innovative
R&D and business layout of psychiatry and tumor immunity products, on the basis of original advantageous fields such as
assisted reproduction and gastroenterology. Meanwhile, while continuously strengthening independent innovation, the
Company also pays attention to cutting-edge technologies, strengthens external cooperation, actively develops innovative
business cooperation models in the global market, and advances its international presence.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

THE INDUSTRY SITUATION IN WHICH THE COMPANY OPERATES
DURING THE REPORTING PERIOD (continued)

Significant impact of newly promulgated laws, administrative regulations, departmental
rules and industry policies on the industry in which the Company operates

In February 2023, the State Council issued the Notice on the Implementation Plan of Major Projects for the
Revitalization and Development of Traditional Chinese Medicine (AP EZIRFEZRERERNTEEH I RN
JBANY) to further increase the support and promotion of the development of traditional Chinese medicine during
the 14th Five-Year Plan period and focus on promoting the revitalization and development of traditional Chinese
medicine. The notice deployed the goals for revitalization and development of traditional Chinese medicine:
By 2025, the construction of a high-quality and efficient traditional Chinese medicine service system will be
accelerated, the level of disease prevention and treatment with traditional Chinese medicine will be significantly
improved, the service ability based on combing traditional Chinese medicine and Western medicine will be
significantly enhanced, the scientific and technological innovation capability of traditional Chinese medicine
will be significantly improved, the team of high-quality traditional Chinese medicine talents will be gradually
expanded, the quality of traditional Chinese medicine will be continuously improved, the culture of traditional
Chinese medicine will be vigorously promoted, the international influence of traditional Chinese medicine will
be further enhanced, the institutional mechanism and policy system in line with the characteristics of traditional
Chinese medicine will be continuously improved, significant progress will been made in the revitalization and
development of traditional Chinese medicine, and traditional Chinese medicine will become an important support
for comprehensively facilitating the construction of a healthy China.

In March 2023, the eighth round of centralized purchase of drugs organized by the State generated the proposed
winning results. 39 drugs were successfully purchased in this centralized purchase, and the average price reduction
of the proposed drugs was 56%. In November 2023, the ninth round of centralized bulk-buying of drugs organized
by the State generated the proposed winning results, 41 drugs were successfully purchased, and the average
price reduction of the proposed drugs was 58%. Since 2018, the National Healthcare Security Administration
has organized nine rounds of state-organized centralized purchase of drugs, and a total of 374 drugs have been
included, with an average price reduction of over 50%. Centralized bulk-buying of drugs to improve quality and
expand coverage has been normalized.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

THE INDUSTRY SITUATION IN WHICH THE COMPANY OPERATES
DURING THE REPORTING PERIOD (continued)

Significant impact of newly promulgated laws, administrative regulations, departmental
rules and industry policies on the industry in which the Company operates (continued)

In July 2023, the National Health Commission, together with the Ministry of Education, the Ministry of Public
Security, the National Audit Office, the State-owned Assets Supervision and Administration Commission of the
State Council, the State Administration for Market Regulation, the National Healthcare Security Administration,
the National Administration of Traditional Chinese Medicine, the National Disease Control and Prevention
Administration and the National Medical Products Administration, jointly held a video conference to deploy and
carry out a one-year centralized rectification of corruption problems in the national pharmaceutical field. The
content of this centralized rectification focused on six aspects: Firstly, the administrative departments in the field
of medicine use power to seek rent; secondly, “Key Minority” and key positions in medical and health institutions,
as well as “Gold Sales” in drugs, devices, consumables, etc.; thirdly, social organizations under the management
and guidance of the administrative department in the field of medicine take advantage of work convenience to
seek benefits; fourthly, issues related to the use of medical insurance funds; fifth, illegal acts of pharmaceutical
production and operation enterprises in the field of purchase and sale; sixthly, medical staff violate the Nine
Guidelines for Honest Practice of Staff of Medical Institutions. Through measures such as self-examination and
self-correction, centralized rectification, and summary and rectification, the prominent corruption problems in
the pharmaceutical industry will be managed in a systematic manner in the whole field, the whole chain and the
whole coverage, and a series of long-term mechanisms will be established and improved to ensure that the work
will achieve effective results.

In August 2023, in order to further improve the review and approval system for drug applications with conditional
approval for marketing, the National Medical Products Administration organized the drafting of the Work
Procedures for the Review and Approval of Conditional Approval of Drug Applications for Marketing (Trial) (Revised
Draft for Comments), which mainly added new provisions in terms of the number of approvals, strengthening
post-marketing supervision of drugs and refining procedures. It is proposed that: After a drug has been
conditionally approved for marketing, in principle, it will no longer agree that other similar drugs with the same
mechanism, target and indication may carry out similar clinical trials with the goal of conditional marketing. The
threshold for conditional approval has been raised to reduce repetitive innovation, and avoid the homogeneous
“involution” of popular targets.

In December 2023, the National Healthcare Security Administration issued the Catalogue of Drugs for National
Basic Medical Insurance, Work-related Injury Insurance and Maternity Insurance (2023) (B R £ 7K & &
1B - TERBI A SR %S B 8 (20235))). This adjustment is made on the basis of adhering
to “guaranteeing basic medical insurance”, focusing on better meeting the basic drug needs of the majority
of insured persons, and continuing to insist on the adjustment idea of “highlighting key points, encouraging
innovation, making up for shortcomings, and optimizing structure”. The application conditions for this adjustment
mainly include the drugs which have been launched or relevant specifications have been modified in recent 5
years, drugs for rare diseases, children drugs and generic drugs encouraged by the State and national essential
drugs. After the corresponding procedures, a total of 126 new drugs have been added in this adjustment, including
21 drugs for oncology, 17 drugs for COVID-19 and anti-infection, 15 drugs for chronic diseases such as diabetes,
mental disease, rheumatism and immunity, 15 drugs for rare diseases (among which, Avapritinib Tablets are also
drugs for oncology), and 59 drugs for other fields. At the same time, this adjustment has removed one drug that
will be withdrawn from the market. After this adjustment, the total number of drugs in the catalogue will increase
to 3,088, including 1,698 Western medicines and 1,390 proprietary Chinese medicines, and the guarantee
level in chronic diseases, rare diseases, children’s drugs and other fields will be further improved significantly.
In the negotiation/bidding process, a total of 143 drugs outside the catalogue participated, of which 121 were
successfully negotiated/bid, with a success rate of 84.6% and an average price reduction of 61.7%. The success
rate and price reduction were basically equivalent to those of 2022.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

Il.  PRINCIPAL BUSINESSES OF THE COMPANY DURING THE YEAR

During the Year, there was no material change in the principal businesses of the Group. The Group was primarily
engaged in the R&D, production and sale of pharmaceutical products, which covered drug preparation products, APIs
and intermediates as well as diagnostic reagents and equipment. Major products include drug preparation products
such as llaprazole (llaprazole Enteric-Coated Tablets and llaprazole Sodium for Injection) (S B % (X TN WG A H
FoxEgt AN E R w4R)), a series of Bismuth Potassium Citrate (BB Bk 15 22 (M #& P& ) 8% ) ) products, Rabeprazole
Sodium Enteric-Coated Capsules (BB fZ 42 (& B fu M SR 5 /A 2 88 ) ), Weisanlian (Bismuth Potassium Citrate Tablets/
Tinidazole Tablets/Clarithromycin Tablets (# =Bt (MG EE SR T Brsme R EZEH)), Leuprorelin Acetate
Microspheres for Injection ( B 4 (JE &1 F3 B& & == IR I MR ER) ), Urofollitropin for Injection (BB A2 (JE &7 FB /R {2 O
Y12 ) ), Menotropins for Injection (242818 G 5T IR {2 £ 2 )), Voriconazole for Injection (BB 48 FE (X & AIK S BE
M )), Fluvoxamine Maleate Tablets (T4 %4 (55 R BS & (K BB | ) ), Perospirone Hydrochloride Tablets (FEER ST (B8
PR Z8 UE [ 5 )), Shengi Fuzheng Injection (2 EERKIESE 87/% ), and Anti-viral Granules (3 S F %) ; APIls and
intermediates such as Mevastatin (Ef& fh ST ), Acarbose (P& #8 ), Colistin Sulfate (Wi E&Z5 & %), Phenylalanine
(CRIN &), Vancomycin Hydrochloride (E& i & &5 & 2 ), Daptomycin (ZFEHEE £ ), Milbemycin Oxime (K B f5)
and Ceftriaxone Sodium (3B 78 1 #2 4% ) ; and diagnostic reagents such as Diagnostic Kit for IgM Antibody to Mycoplasma
Pneumonia (Colloidal Gold) (ffi & 37 JR B8 IgM ¥ B2 4% 8 58 71 (F2 &4 7% ) ), Diagnostic Kit for Human Immunodeficiency
Virus Antibody (ELISA) (A B R B MEREME 2 E 88 (Bl & %)) and Livzon Antinuclear Antibody Test
Kit (17) (Magnetic Barcode Immunofluorescence) (37145 41 82 180 8] S Bl & (4 1678 & 88 e 28 9 5%) ).

During the Year, the Group recorded an operating income of RMB12,430.04 million, representing a decrease of 1.58% as
compared with RMB12,629.58 million of the Previous Year, and a net profit attributable to Shareholders of the Company
of RMB1,953.65 million, representing an increase of 2.32% as compared with RMB1,909.41 million of the Previous
Year. Excluding extraordinary gains and losses, the Company's net profit attributable to its Shareholders generated
from principal businesses in 2023 was RMB1,881.35 million, representing an increase of 0.05% as compared with
RMB1,880.47 million of the Previous Year.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

Il.  PRINCIPAL BUSINESSES OF THE COMPANY DURING THE YEAR (continued)

In 2023, the progress of major tasks in various business segments of the Group was set out as follows:

1. Chemical drug preparations

During the Year, the Group realized sales revenue of RMB6,570.64 million from chemical drug preparation products,
representing a year-on-year decrease of 6.13% and accounting for 52.86% of the Group's operating income.

The Group continued to pay attention to new molecules and cutting-edge technologies in the field of global new
drug R&D, made deployments for innovative drugs and high-barrier complex preparations based on clinical value and
differentiated prospect, and by focusing focused on the fields of gastroenterology, neurology and psychiatry, assisted
reproduction and anti-tumor. During the Reporting Period, the Company further improved the R&D and innovation system,
optimized the management structure of clinical management medicine and operation related departments, and fully
covered multi-dimensional management such as medical research, clinical operation and pharmacovigilance, with phased
progress in the key projects of chemical drugs in the development track, which are specifically stated below:

High-barrier complex preparations including microspheres: the indication of Triptorelin Acetate Microspheres for Injection
(3 57 F 5 B% pil X B ARAER) (1-month sustained release) for prostate cancer has been approved for market launch
and has submitted production application information to CDE, and the Phase IlI clinical trial of endometriosis has been
completed and was under preparations for production application; Aripiprazole Microspheres for Injection (7 &1 F3 ] 32
WK P % B ) (1-month sustained release) made a production application and accepted the review of registration.

Other key projects in the development track: Voriconazole for Injection (& &F F (K 37 B2 ) (0.29), the new indication
(the prevention of stress-ulcer bleeding in critically ill patients) of Ilaprazole Sodium for Injection (J3 & FA 3 & 57 WL 47 ),
Blonanserin Tablets (77 & & #K jv ) and Quetiapine Fumarate Extended-Release Tablets (& 55 I 55 S 42 #2 |+ ) were
approved for market launch; Rabeprazole Sodium Enteric-coated Tablets (& B f7 ¥ 85055 /), Progesterone Injection
(E=BEMR X 57 ), Magnesium Sulfate, Sodium Sulfate and Potassium Sulfate Concentrate Oral Solution (#7 [ $5 &7 5
O AR 2 8 %% ) and Tedizolid Phosphate for Injection (3 5 8 %l B =5 b 1 i ) were applied for production.

Key projects of consistency evaluation: Cyclosporine Soft Capsules (3R fl &= 812 2 ), Vancomycin Hydrochloride for
Injection (JF 57 A && it &8 5 & 2 ) and Bismuth Potassium Citrate Capsules (#) # B S §7 f22 8¢ ) have been approved;
Bismuth Potassium Citrate Granules (#)# B &4 #F 847 ) and Perospirone Hydrochloride Tablets ( &8 B UK 28 UC [ /)
have been declared.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

Il.  PRINCIPAL BUSINESSES OF THE COMPANY DURING THE YEAR (continued)

1. Chemical drug preparations (continued)

During the Reporting Period, the Group actively implemented sales arrangements: (1) insisting on evidence-based
marketing, strengthening medicine proof approach, enriching clinical evidence and proceeding the clinical comprehensive
evaluation and pharmaco-economics research of key products in the post-launch stage in an orderly manner; (2) improving
the terminal coverage of core products, focusing on terminal resources, with KA (Key Account) hospitals, Class 3 hospitals
and key Class 2 hospitals being the key terminal promotion direction, and the sales volume of core products, llaprazole
Sodium for Injection (¥ §F FB X L hz M 4% ), Fluvoxamine Maleate Tablets (55 7R i & (K ¥ BA &) and Perospirone
Hydrochloride Tablets ( &5 B% UK Z& UE [# /5 ) maintaining steady growth; (3) strengthening the linkage of online and offline
prescription drugs, focusing on out-of-hospital markets and pharmacy coverage, so as to further enhance brand awareness
and patient satisfaction; (4) following up on the core work on market access such as medical insurance and tender
invitation. During the Reporting Period, Ilaprazole Sodium for Injection (3 &F /8 3 & Az M 45 ) and Triptorelin Acetate
Microspheres for Injection (& &1 F3 & B% g & 3 MR Bk ) were included in the 2023 Medical Insurance Catalogue
through national medical insurance negotiation, of which, “the prevention of stress-ulcer bleeding in critically ill patients”
was newly added to the scope of reimburse for Ilaprazole Sodium for Injection (;¥ &7 B X EHr M 4R); (5) actively
developing international business, and continuing to conduct the sales and registration of products in the fields including
assisted reproduction, gastroenterology, psychiatry, anti-infection in countries such as Pakistan, Indonesia, Philippines
and Vietnam. During the Reporting Period, 4 of the chemical drug preparation products of the Group were approved
for registration and 12 new registrations were submitted in overseas markets, of which, the application for registration
of Cetrorelix Acetate for Injection (7 &1 FA & B& 75 #h 35 72 ) was submitted to the United States. As at the End of the
Reporting Period, a total of 23 specifications of the chemical drug preparations of the Group have been registered and
approved in 12 overseas countries/regions.

In respect of production and quality management, the Group continued to strengthen the connection management of
production, supply and sales, and continuously improved the production process level and quality control capabilities
of drugs. During the Reporting Period, the Group improved the quality management system and pharmacovigilance
system throughout the life cycle, and the quality of scientific research, production and operation was generally good.
The quality management head office focused on inspecting the implementation of the primary responsibility for quality
and safety of drug marketing licensee and the construction and operation of the pharmacovigilance (PV) system. At the
same time, the Group continuously strengthened the construction of quality culture, actively carried out themed activities
to promote quality culture, strengthened the quality risk awareness of all employees, and improved quality management
capabilities. In response to the fierce market situation, the Group comprehensively improved lean management, promoted
lean production, improved production efficiency, and reduced production and operation costs, By strengthening ESG
management of the supply chain, the Group improved the risk control ability of the supply chain, cooperated with the
progress of research and development of new products, developed a layout in product production capacity and accelerated
the commercialization process of new products, and continuously improved the ability to secure supply.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

II. PRINCIPAL BUSINESSES OF THE COMPANY DURING THE YEAR (continued)
2. Biological products

During the Year, the Group realized sales revenue of RMB84.43 million from biological products, representing a
year-on-year decrease of 79.33% and accounting for 0.68% of the Group’s operating income.

LivzonBio continued to focus on the fields such as autoimmune diseases, vaccines, oncology and assisted reproduction.
With the gradual entry of R&D projects into the production and commercialization stage, the quality system improvement
and product commercialization process of LivzonBio were also continuously accelerating.

Recombinant Human Choriogonadotropin alfa for Injection (3 &% FH 28 48 A 4k { 14 2 ) was approved for market launch
and sales in 2021 as the first generic drug in China’s mainland. Through actively conducting its work related to overseas
registration, it has been approved for market launch in Tajikistan and Indonesia and its marketing application has been
submitted in Uzbekistan, Pakistan, Philippines and Nigeria. Tocilizumab Injection (£ ¥k 8 #1;F 57/ ) has been approved
for market launch in early 2023. Its current indications include rheumatoid arthritis, cytokine release syndrome (CRS)
and systemic juvenile idiopathic arthritis (sJIA). Following the emergency use of Recombinant SARS-CoV-2 Fusion Protein
Vaccine V-01 (E4EF B TSRS &= A& EV-01), Recombinant SARS-COV-2 Bivalent (Original/Omicron XBB)
Fusion Protein Vaccine (CHO Cel) (ZE4B#FT AV E MRS E E R — & (JRAHK/Omicron XBBE Z 1k ) 7% & (CHO4H
) ) Vaccine was approved for emergency use in December 2023,

The progress of other key R&D projects is as follows: (1) Recombinant Human Follitropin Alfa Solution for Injection (Z& #2
AR BNV B 2= 0 57 ) is in the phase Il clinical trials, and more than 65% of the subjects have been enrolled as of
the end of the Reporting Period; (2) The phase Il clinical trial of Semaglutide Injection ( 7] 3= 48 & Rk ¥ &7 % ) for type
Il diabetic indications has completed enrollment and is in the follow-up stage, and the clinical trial for weight reduction
indication has been approved; (3) Recombinant Anti-human IL-17A/F Humanized Monoclonal Antibody Injection ( 22 42 #11
AIL-T7AF A JRAY B8 72, B #7182 0% &7 )% ) officially launched the phase Il clinical trial for psoriasis indication in August
2023, which is the first IL-17 drug in China to initiate a head-to-head clinical study with Secukinumab (&]E & L) .
Its result of phase Il clinical trial shows that the product has the clinical advantages of faster onset of action, better and
longer duration of efficacy, showing better efficacy as compared with IL-17A single-target agents (IL-17AZ8 #L 2L %24 ) |
In addition, the ankylosing spondylitis indication declared by Beijing Kanova, our partner, officially launched the phase K
clinical trial in September 2023. The application of pre-BLA for the conditional marketing of Lipustobart for Injection (J+
5 A3 FI X &k FE 28 471 ) (PD-1) has been submitted.

With the successive approvals for market launch of its products, LivzonBio has enriched relevant teams such as

pharmacovigilance, production quality and production-sales connection, gradually improved the GMP system and
industrialization capabilities and enhanced the overall operational capabilities.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

1. PRINCIPAL BUSINESSES OF THE COMPANY DURING THE YEAR (continued)
3. APIs and intermediates

In 2023, the APIs business department of the Company continued to strengthen its efforts in various aspects of work on
EHS, quality, production and sales to reduce costs and increase efficiency to seize the market. During the Year, the Group
realized sales revenue of RMB3,252.99 million from APIs and intermediates products, representing a year-on-year increase
of 3.70%, and accounting for 26.17% of the Group's operating income.

In 2023, the global trade environment was complex and volatile. In the face of the severe external situation and fierce
competition landscape, the Group actively sought for breakthroughs. The three major segments of the export business
(high-end antibiotics, pet deworming drugs and intermediates products) continued to plough through market segments,
seizing the opportunity of market recovery in the second half of the year, and a number of products continued to maintain
the top global market share: (1) high-end antibiotics products such as Teicoplanin (% & $i 2 ) and Daptomycin (£ &
2 ) benefited from the increase in volume of downstream preparations and maintained a good growth; (2) we cooperated
with internationally renowned animal protection companies in terms of pet deworming drug series products such as
Milbemycin Oxime (K # B f5), Moxidectin (B £ 52 T ) and Doramectin (%47 & 2 ), and the market share was
further increased; (3) we deepened cooperation with the customers in terms of export of Mycophenolic Acid (ZBE3 ) , an
intermediate, and the industry chain of Ceftriaxone (S8 7@ i #2) realized joint actions of upstream and downstream, thus
both products achieved stable growth. In terms of domestic sales, we seized the opportunity of centralized procurement,
so the domestic market share of Ceftriaxone Sodium (2878 gh#24% ) and Cefuroxime Sodium (B8 F Bk 3 £/ continued
to increase and sales volume of other products such as Lovastatin (&£ th T ) and Acarbose (B 45 J& #% ) maintained
growth.

During the Reporting Period, each production enterprise of the Group’s APIs and intermediates continued to lay a solid
foundation for environmental protection and safety and further enhanced the comprehensive competitive strength in
terms of product quality, process level, cost control and etc. In addition, we actively promoted international registration
certification and continuously increased the layout of overseas markets. Currently, the high-end pet drugs Fluralaner (%
& F74%) and Afoxolaner (Bi] &1 4z 49) and the antibiotic product Dabavancin Hydrochloride (£ it i [ & £ ) have
completed industrialized production of validation batch and are in the process of registration application in the United
States; Polymyxin B Sulphate (%7 B % %k & 2B) has also completed industrialized production of validation batch and is
in the process of simultaneous registration application in the PRC, the United States and Europe. As at the end of 2023,
a total of 36 APIs and intermediates products of the Group had completed 167 registrations in 103 overseas countries/
regions. Our 14 products passed on-site inspection of international certification, and we obtained 27 international
certification certificates within the validity period (including: 5 FDA on-site inspection certificates, 14 CEP certificates, 1
GMP certificate of EU, 3 GMP certificates of Japan, 1 GMP certificate of Mexico, 1 GMP certificate of Brazil and 2 GMP
certificates of Korea).
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

Il.  PRINCIPAL BUSINESSES OF THE COMPANY DURING THE YEAR (continued)

4. Traditional Chinese Medicine Preparations

During the Year, the Group realized sales revenue of RMB1,744.89 million from the traditional Chinese medicine (“TCM")
preparation products, representing a year-on-year increase of 39.19%, accounting for 14.04% of the Group's operating
income.

In terms of R&D, relying on the Group's profound accumulation and R&D advantages in the field of TCM, based on diseases
on which TCM have treatment advantages and clinical position of exclusive varieties, the Group focused on promoting the
R&D planning and investment on new TCM with unique features and classic prescriptions. As at the End of the Reporting
Period, there were a total of 10 projects in the development track for TCM, among which four products of “class 3.1
compound preparations of famous ancient classical TCM (&7 (AR #1425 75 h 548 J5 BU 3,148 ) " were under research
on compound preparations. During the Reporting Period, the Company accelerated the overseas registration progress of
traditional Chinese medicine preparations, and Jingfu Antipruritic Granules (¥ 5 1178 $8 %7 ) was approved for market
launch in Russia.

The Group continued to strengthen the evidence-based research of key products of traditional Chinese medicine
preparations, deeply cultivated end markets such as grade hospitals, primary medical institutions, retail pharmacies and
e-commerce platforms, and continuously optimised the traditional channels and terminal structure. During the Reporting
Period, traditional Chinese medicine preparations products were put full effort in major terminals: the the TCM oncology
sales force and primary sales force worked closely, Shengi Fuzheng Injection (22 EE 3k 1E )% 87 /& ) continued to increase in
sales volume in the primary market, and its soft bag products grew steadily in hospitals with levels; Anti-viral Granules (#11
R &= 8k ) form synergy between retail pharmacies and online promotion, creating product brands in multiple dimensions
and accelerating the growth of the two terminal sales.

In addition, Sichuan Guangda has completed the construction of its new factory area and put into use, realizing the
transformation and upgrading of traditional Chinese medicine manufacturing. Under the overall guidance of “controlling
risks, ensuring quality and focusing on improvement”, the Company combined production operation and cost control
requirements to scientifically refine production. Given the sufficient orders for Anti-viral Granules (7% 2 $8 %1 ) during
the reporting period, the Company stepped up production and fully increased production capacity to ensure supply.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

Il.  PRINCIPAL BUSINESSES OF THE COMPANY DURING THE YEAR (continued)

5. Diagnostic reagents and equipment

During the Year, the Group realized sales revenue of RMB658.97 million from diagnostic reagents and equipment,
representing a year-on-year decrease of 8.92%, and accounting for 5.30% of the Group’s operating income.

In 2023, Livzon Diagnostics continued to carry out marketing work in point-to-area around the three key areas of
respiratory tract infections diseases, autoimmune diseases, and severe infectious diseases to establish benchmark
customers and expand market share. In terms of marketing management, the establishment of key product line divisions
and the strengthening of digital management measures effectively increased the customer share in three key areas. In
2023, through comprehensive sales and management, the market share of key customers in the three key areas has
increased significantly. During the Reporting Period, the sales of respiratory pathogen products increased significantly.

6. Commercial Development and Functional Management

While continuously strengthening independent innovation, the Group has been actively seeking opportunities of exploring
cutting-edge technology and deploying international network of our products across the globe through various ways
including cooperative development and licensing-in. During the Reporting Period, the global BD achieved significant
progress: (1) the licensing-in of varieties has expanded the Group's R&D pipelines. In 2023, the Company successively
introduced potassium-competitive acid blockers (P-CAB) (#f & 5 =5 I BE PR 5 %), an innovative drug in the field
of gastroenterology, and thrombin inhibitor, an innovative drug in the field of cardiovascular, further enriching the
product layout of Company's innovative drug. (2) while implementing the licensing-in strategy, the BD team has also
been accelerating the pace of “out-licensing” of its projects, the Group has been promoting international cooperation
and out-licensing for its products and pipeline, actively exploring the “going overseas” of advantageous products, and
promoting global synchronous development. (3) Our BD team further collaborated with the R&D team to keep abreast of
latest mechanism of drug action and targets across the globe as well as the development of the related clinical application
and research, thereby assisting the R&D team in building differentiated and competitive product pipeline layout.

The key tasks of the functional management of the Company were set out as follows: Firstly, the sustainable development
work has achieved outstanding results. During the Reporting Period, the Group was rated AAA, the highest level in the
world, for MSCI ESG rating, becoming the first Chinese pharmaceutical company to receive the MSCI ESG rating of AAA.
Secondly, the Group further improved the internal control system, formulated the Management System for Construction
Projects of Livzon Group ((EEIREEZ R TRIEE BT HI/E)) and the Material Management System of Livzon
Pharmaceutical Group Inc. ({EBIREEZEE M (DB R A 7% E &I | )) and other systems, improved the project
management and material management, as well as standardized and improved the internal control operation. Thirdly,
the Group improved the systematic talent development mechanism. While strengthening the internal development,
training and promotion of young talents, the Group introduced a number of high-end talents in the fields of medicine,
pharmacy and production around the world to build a key talent supply chain system. Fourthly, the Group optimized the
management structure of clinical management medical and operation departments, further refined the R&D organizational
structure, and continuously increased the R&D efficiency. Fifthly, the Group paid close attention to the sense of belonging
of employees. The Group and all units continued to optimize the work, living facilities and environment of the factory, and
actively held a series of sports activities and team building activities such as “Fun Walk, Fun Run, Mountaineering” and
park tours to create a working atmosphere of “Happy Life, Happy Work” and enrich the spare time of employees.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

Ill. ANALYSIS OF CORE COMPETITIVE STRENGTHS

The Group adheres to the direction of three major strategies of “talent strategy, product strategy and market
strategy” and upholds the mission of prioritizing the quality of life of the patients with the goal of becoming a leading
pharmaceutical enterprise within the industry. The Group continuously improves the efficiency of management control and
governance standards, accelerates the steady progress in R&D and enhances marketing management continuously, thereby
achieving stable growth in the performance results. During the Reporting Period, the Group's core competitiveness were
further consolidated and enhanced, which were primarily reflected in the following aspects:

1. Strong R&D capabilities and global R&D vision

The Group has strong R&D capabilities and global R&D vision in areas such as chemical drug preparation products and
traditional Chinese medicine preparation products, biological products, APls and intermediates, diagnostic reagents and
equipment, and has established specialized technology platforms for R&D of sustained release microspheres and R&D of
biological products with core leading R&D talents. By proactively introducing domestic and foreign experts and innovative
talents, constantly increasing R&D investments, and developing overseas strategic alliances, the Group has established a
clear and diverse R&D pipeline for products on areas of assisted reproduction, gastroenterology, psychiatry and neurology
and tumor immunity, which further enhanced the R&D competitiveness of the Group.

2. Diversified product mix and business layout

The products of the Group cover a number of pharmaceutical sub-sectors such as drug preparation products, APIs and
intermediates, diagnostic reagents and equipment, and the Group has established an advantageous market position in a
number of therapeutic fields such as assisted reproduction, gastroenterology, psychiatry, neurology and tumor immunity.
Currently, the Company further focuses on innovative drug and high-barrier complex preparation. Under the policy of the
consistency evaluation and centralized bulk-buying, the Group enjoys unique advantage in terms of APIs and will continue
to increase its efforts to integrate APIs and preparation products.

3. Comprehensive marketing system and professional marketing team

The Group refines its management on marketing activities by constantly improving the establishment of its marketing
system, optimizing its incentive assessment mechanism and continuously strengthening terminal promotion strategies such
as evidence marketing and academic marketing. Through optimization of resources allocation, a professional marketing
team specialized in, among others, drug preparation products (including prescription medicines and non-prescription
medicines), diagnostic reagents and APIs has been gradually established to form a more comprehensive marketing system.
The Group has nearly 10,000 staff members serving in its marketing management teams for various business segments
and providing professional sales services to the Group. The Group’s marketing network spreads across the PRC and has
expanded into relevant overseas countries and regions, covering end-users such as leading medical institutions, chain
drugstores, disease control centers, health authorities and pharmaceutical enterprises.

4. Mature quality management system

The Group has established a multi-dimensional quality management system covering the business processes of production,
scientific research and sales of its products. During the Reporting Period, the Group made continuous efforts to improve
its quality management, while the effective overall management of production and operating quality of the Group and its
sound quality management system has ensured the safety and stability of the Group’s products in various fields, further
enhancing the market competitiveness of the Group's products.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

IV. ANALYSIS OF PRINCIPAL BUSINESSES
1. Summary

Please refer to “Il. PRINCIPAL BUSINESSES OF THE COMPANY DURING THE YEAR" in Section Il of the Report for relevant
information.

2. The future development and plans disclosed in published documents such as
prospectus, offering circular and asset restructuring report continued until the
Reporting Period

(] Applicable v Not Applicable

None of the future development and plans which continued until the Reporting Period was disclosed in published
documents such as prospectus, offering circular and asset restructuring report.

3. Segment information

The Group has one single operating segment in the PRC, i.e. pharmaceutical manufacturing. Accordingly, no operating
segment information of the Group is presented.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

IV. ANALYSIS OF PRINCIPAL BUSINESSES (continued)

4, Income and costs

(1) Composition of operating income

Total operating income

By industry

Pharmaceutical manufacturing industry

By product

Chemical drug preparation products Gastroenterology products
Gonadotropic hormanes products
Psychiatry products
Anti-infection products

Other products

AP and intermediate products

Traditional Chinese medicine preparation products
Biological products

Diagnostic reagent and equipment products
Others

By region

Domestic
Qverseas

By sales model

Distribution
Direct sales
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Amount
12,430,038,325.82

12,430,038,325.82

2,903,199,812.66
2,766,961,135.98
602,263,230.91
286,077,281.17
12,138,070.82

3,252,993,304.38
1,744,892,731.51
84,426,083.26
658,966,438.70
118,120,224.43

10,858,685,667.36
1,571,352,658.46

8,819,394,611.03
3,610,643,714.79

Asa
percentage
of operating
income

100.00%

100.00%

23.36%
22.26%
4.85%
2.30%
0.10%

26.17%
14.04%
0.68%
5.30%
0.95%

87.36%
12.64%

70.95%
29.05%

Unit: RMB
2022

Asa

percentage
of operating ~ Year-on-year
Amount income change
12,629,579,047.66 100.00% -1.58%
12,629,579,047.66 100.00% -1.58%
3,435,898,370.29 21.0% -15.50%
2,590,683,630.30 2051% 6.80%
544,845,471.79 431% 10.54%
383,778,874.06 3.04% -25.46%
44,575,303.06 0.35% 77%
3,136,963,245.91 24.80% 3.70%
1,253,625,014.77 9.93% 39.19%
408,488,131.90 3.03% -19.33%
723,535,115.00 5.73% -$.92%
107,185,890.58 0.85% 10.20%
11,004,492,973.49 87.61% -1.86%
1,565,086,074.17 12.39% 0.40%
§,794,348,004.75 69.63% 0.28%
3,835,230,982.91 30.37% -5.86%




SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

IV. ANALYSIS OF PRINCIPAL BUSINESSES (continued)

4, Income and costs (continued)

(2) Industries, products, regions and sales models representing over 10% of operating

income or operating profit of the Company

Year-on-year

Unit: RMB

Gross change in Year-on-year  Year-on-year
profit operating change in  change in gross
Operating income Operating costs margin income  operating costs  profit margin
By industry
Pharmaceutical 12,430,038,325.82 4,465,473,361.10 64.08% -1.58% 0.09%  Decreased by 0.60
manufacturing industry percentage point
By product
Chemical drug preparation 6,570,639,537.54 1,374,066,456.91 79.09% -6.13% -7.66%  Increased by 0.35
products percentage point
APl and intermediate 3,252,993,304.38 2,098,349,900.71 35.49% 3.70% 3.47%  Increased by 0.14
products percentage point
Traditional Chinese medicine 1,744,892,737.51 547,592,940.44 68.62% 39.19% 3337%  Increased by 1.37
preparation products percentage points
By region
Domestic 10,858,685,667.36 3,581,480,183.72 67.02% -1.86% -0.22%  Decreased by 0.54
percentage point
Overseas 1,571,352,658.46 883,993,177.38 43.74% 0.40% 1.40%  Decreased by 0.56
percentage point
By sales model
Distribution 8,819,394,611.03 2,157,249,416.74 75.54% 0.28% -0.88%  Increased by 0.29
percentage point
Direct sales 3,610,643,714.79 2,308,223,944.36 36.07% -5.86% 1.03%  Decreased by 4.36

percentage points

With the adjusted basis of data statistics of the principal businesses of the Company during the Year, data
of the principal businesses of the Company in the latest year after adjustment as at the End of the Year

(1 Applicable

v Not applicable
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

IV. ANALYSIS OF PRINCIPAL BUSINESSES (continued)
4, Income and costs (continued)

(3) Principal business income by region

Unit: RMB

Amount for the Year Amount for Previous Year
Income of Costs of Income of Costs of
Regions principal businesses  principal businesses principal businesses principal businesses
Domestic 10,754,233,842.34 3,505,739,065.11 10,958,604,069.12 3,514,733,729.94
Overseas 1,571,352,658.46 883,993,177.38 1,565,086,074.17 871,817,553.47
Total 12,325,586,500.80 4,389,732,242.49 12,523,690,143.29 4,386,551,283.41

(4) Whether income generated from physical sales is greater than the income generated by
rendering services

v Yes [ No

Since the product structure of the Company is complicated and the measurement unit of each product is different, it is not
possible to convert its production and sales volume to a uniform quantity for comparison.

(5) Execution of major sales contracts and major purchase contracts entered into by the
Company as at the End of the Year

(] Applicable v Not applicable

(6) Composition of operating costs

Unit: RMB
2023 2022

As a percentage of As a percentage of Year-on-year
By industry item Amount operating costs Amount operating costs change
Pharmaceutical industry ~ Costs of materials 2,726,292,131.52 61.05% 2,847.762,818.94 63.83% -4.21%
Labor costs 571,766,258.19 12.94% 575,869,568.61 12.91% 0.33%
Depreciation 361,043,003.57 8.09% 303,726,385.94 1.26% 11.53%
Energy and power 428,225,632.60 9.59% 382,735,801.27 8.58% 11.89%
Others 641,329,685.71 14.36% 795,152,414.73 17.82% -19.35%
Movements in inventories from the -269,183,350.49 -6.03% -463,963,913.40 -10.40% -41.98%

Beginning of the Period to the End

of the Period

Total operating costs 4,465,473,361.10 100.00% 4461,283,076.09 100.00% 0.09%
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

IV. ANALYSIS OF PRINCIPAL BUSINESSES (continued)
4. Income and costs (continued)
(7) Changes in the consolidation scope during the Reporting Period

v Yes [ No

For details, please refer to "VIIl. EXPLANATION ON CHANGES IN THE SCOPE OF CONSOLIDATION STATEMENTS IN
COMPARISON WITH FINANCIAL REPORT FOR THE PREVIOUS YEAR" in Section VI of the Report.

(8) Material changes or adjustments in the business, products or services of the Company
during the Year

(] Applicable v Not applicable

(9) Major customers and major suppliers

During the Year, sales to the five largest customers accounted for 8.19% (2022: 8.77%) of the income generated from
the principal businesses of the Group, while purchases from the five largest suppliers accounted for approximately 26.06%
(2022: 26.36%) of the Group's total purchases of raw materials. The five largest customers have maintained relationship
with the Group for 15.20 years on average, and the five largest suppliers have maintained relationship with the Group for
11.60 years on average.

Major customers of the Company for the Year

Total sales to the five largest customers (RMB) 1,010,007,676.18

Total sales to the five largest customers as a percentage of the total sales for the Year 8.19%

Sales to related parties in the sales to the five largest customers as a percentage of the total -
sales for the Year

Information on the five largest customers of the Company for the Year

v Applicable [ Not applicable

As a percentage

Amount of sales of the total amount
No. Name of customer (RMB) of sales for the Year
1 First 248,945,355.77 2.02%
2 Second 237,331,217.15 1.93%
3 Third 190,439,238.38 1.55%
4 Fourth 167,787,385.63 1.36%
5 Fifth 165,504,479.25 1.34%
Total 1,010,007,676.18 8.19%

Other information about major customers

1 Applicable v Not applicable
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

IV. ANALYSIS OF PRINCIPAL BUSINESSES (continued)
4, Income and costs (continued)
Other information about major customers (continued)

The Company does not have related relationship with the five largest customers, and none of the Directors, Supervisors,
senior management, core technicians, Shareholders with more than 5% of shares, de facto controllers of the Company or
other related parties is interested in the major customers, directly or indirectly.

Major suppliers of the Company for the Year

Total purchases from the five largest suppliers (RMB) 710,466,539.66

Total purchases from the five largest suppliers as a percentage of the total purchases for the 26.06%
Year

Purchases from related parties in the purchases from the five largest suppliers as a percentage of 8.68%

the total purchases for the Year

Information on the five largest suppliers of the Company for the Year

v Applicable [ Not applicable

Amount of As a percentage of

purchases the total purchases
No. Name of supplier (RMB) for the Year
1 First 236,773,806.26 8.68%
2 Second 166,546,574.08 6.11%
3 Third 134,499,557.52 4.93%
4 Fourth 92,203,207.70 3.38%
5 Fifth 80,443,394.11 2.95%
Total 710,466,539.66 26.06%

Note:  This table is based on the purchases for the principal businesses of the Company.

Other information about major suppliers

v Applicable [ Not applicable

Jiaozuo Joincare, the largest supplier of the Company, is a wholly-owned subsidiary of Joincare. Mr. Zhu Baoguo, the
chairman of the Board of the Company, is indirectly interested in Jiaozuo Joincare by virtue of his shareholdings in
Joincare. For details, please refer to “CHANGES IN EQUITY AND SHAREHOLDERS" in Section VII of the Report.

To the best knowledge of the Directors, none of the Directors, Supervisors, senior management, core technicians or any
Shareholders (who, to the best knowledge of the Directors, own more than 5% of the Company's issued share capital)
and nor their respective close associates are interested in the aforesaid five largest suppliers (excluding Jiaozuo Joincare)
and five largest customers of the Group.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

IV. ANALYSIS OF PRINCIPAL BUSINESSES (continued)
5. Expenses

During the Year, four types of expenses incurred by the Group, including selling expenses, administrative expenses, R&D
expenses and finance expenses, amounted to RMB5,315.62 million in total, representing a decrease of RMB386.39 million
or 6.78% year-on-year. Details are as follows:

Unit: RMB
Year-on-year
Item 2023 2022 change  Reasons for material changes
Selling expenses 3,598,152,721.87 3,887,392,091.49 -7.44%  No material changes
Administrative expenses 654,274,126.92 656,857,474.21 -0.39%  No material changes
Finance expenses -271,501,922.89 -268,761,231.20 -1.02%  No material changes

R&D expenses 1,334,695,479.62 1,426,522,674.07 -6.44%  No material changes

Total 5,315,620,405.52 5,702,011,008.57 6.78% -

During the Year, the total income tax expenses were RMB485.07 million, representing an increase of RMB110.09 million
or 29.36% year-on-year, which was mainly due to an increase in the amount provided for income tax expenses based on
the Company's operating results for the Period.

6. Investment in research and development

v Applicable [ Not applicable

Name of major Objectives Expected impact on the future
Number R & D projects Project purpose Project progress to be achieved development of the Company
1 Tocilizumab Injection For the indication of rheumatoid arthritis, Approved for market launch  Approved for market ~ Strengthening the Company's product
(RRERT5R) systemic juvenile idiopathic arthiits (s/1A) and launch pipeline in the self-mmunity field
cytokine release syndrome (CRS)
2 New indication of llaprazole Sodium  For prevention of stress-ulcer bleeding in Approved for market launch ~ Approved for market  Enriching the Company's product
for injectin (25T ASLER  crtically il patents launch pipeline in the gastroenterology
LT field
3 Blonanserin Tablets (73 &4 f ) For the treatment of schizophrenia Approved for market launch ~ Approved for market  Enriching the Company's product
launch pipeline in the psychiatry field
4 Quetiapine Fumarate Extended-  For the treatment of schizophrenia and Approved for market launch ~ Approved for market  Enriching the Company's product
Release Tablets (= FEMER  depressive episode of bipolar disorder launch pipeline in the psychiatry field
T&ER)
5 Triptorelin Acetate Microspheres for - For prostate cancer; precacious puberty; 1. Prostate cancer: approved  Approved for market  Enriching the Company's product
Injection (5T BEREEFEIE  endometriosis (Phases | to 1V); female for market launch; 2. Jaunch pipeline in assisted reproduction
HA3R) infertlity; pre-treatment of hysteromyoma endometriosis: completed and tumor fields
prior to surgery Phase IIl linical trial and
has applied for NDA
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

IV. ANALYSIS OF PRINCIPAL BUSINESSES (continued)

6. Investment in research and development (continued)
Name of major Objectives Expected impact on the future
Number R & D projects Project purpose Project progress to be achieved development of the Company
6 Recombinant SARS-COV-2 Bivalent  For prevention of COVID-19 infection Approved for emergency use  Approved for market  Enriching the Company's product
(Original/Omicron XBB) Fusion [aunch pipeline in the vaccine field

Protein Vaccine (CHO Cell) (2
AR RERAEAC
(& (B ALH%/Omicron XBBE &

)& (CHORRR))
1 Lurasidone Hydrochloride Tablets  For the treatment of schizophrenia Filed for market launch Approved for market  Enriching the Company's product
(EREARER) launch pipeline in the psychiatry field
8 Aripiprazole Microspheres for For schizophrenia, bipolar disorder | Filed for market launch Approved for market ~ Enriching the Company's product
injection (1% 55 A 7 5 launch pipeline in the psychiatry field
)
9 Progesterone Injection (524  For the treatment of progesterone support for  Filed for market launch Approved for market ~ Enriching the Company's product
5K infertle women with assisted reproductive launch pipeline in the assisted
technology reproduction field
10 Tedizolid Phosphate for Injection  For the treatment of acute bacterial skinand ~ Filed for market launch Approved for market ~ Enriching the Company's product
(5 AR R) skin soft tissue infections launch pipeline in the anti-infection feld
" Magnesium Sulfate + Sodium This product is applicable to adults for intestinal ~ Filed for market launch Approved for market ~ Enriching the Company’'s product
Sulfate and Potassium Sulfate leaning before any operation requiring launch pipeline in the gastroenterology
Concentrate Oral Solution (B&  cleaning of the intestines (.g. operation field
ERAORAEXR) requiring visualisation of the intestines
including endoscope, radioactivity inspection,
surgical procedure)
12 Rabeprazole Sodium Enteric-coated  For the treatment of gastric ulcer, duodenal ~ Filed for market [aunch Approved for market  Enriching the Company's product
Tablets (F R AMABAR)  ulcer, anastomotic ulce, reflux esophagits launch pipeline in the gastroenterology
and Zollinger-Elison syndromes, Assisted in fild
eradicating helicobacter pylori in patients
with gastric ulcer or duodenal ulcer
13 Lipustobart for Injection (57F  For the treatment of thymic carcinoma Filed for conditional market ~ Approved for market  Enriching the Company's product
MEEEER) [aunch (Pre-BLA) [aunch pipeline in the anti-tumor field
14 Vonoprazan Fumarate Tablets For the treatment of reflux esophagiti, Process validation Filed for market launch Enriching the Company's product
(BERRERER) combined with appropriate ant-bacteril pipeline in the gastroenterology
therapy to eradicate helicobacter pylori fild
15 Semaglutice Injection (RIFEAEE  For the treatment of 1. type Il diabetes; 1. Type Il diabetes: Phase Il Progress follow-up ~ Enriching the Company's product
fEATR) 2. weighing reduction dlinical trial; 2. weighing ~ work as planned pipeline in the endocrine and
reduction: approved for Weight-loss fields
dlinical trials
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

IV. ANALYSIS OF PRINCIPAL BUSINESSES (continued)

6. Investment in research and development (continued)
Name of major Objectives Expected impact on the future
Number R & D projects Project purpose Project progress to he achieved development of the Company
16 Recombinant anti-fuman IL-17AF  For the treatment of psorfasis; ankylosing Phase Il clinical tria Progress follow-up ~ Strengthening the Company's product
Humanized Monoclonal Antibody  spondylitis work as planned pipeline in the self-immunity field
Injection (E A4 AIL1TAFA
Rl EREARIANR)
17 Recombinant Human Follitropin -~ For the treatment of infertility Phase IIl linical trial Progress follow-up ~ Strengthening the Company's
Alfa Solution for Injection ( £ 4 work as planned product pipeline in the assisted
AR R SR reproduction fied
18 Octreotide Acetate Microspheres for ~ For the treatment of acromegaly; BE trial Progress follow-up ~ Enriching the Company's product
Injection (F57 R ZMAT  gastrintestinal and pancreatic endocrine work as planned ~~ pipeline n the anti-tumor field
i) tumors
19 Paliperidone Palmitate Injection o the treatment of schizophrenia BE trial Progress follow-up ~ Enriching the Company's product
(FERBNKEISR) work as planned ~~ pipeline in the psychiatry fild
20 Leuprorelin Acetate Microspheres  For the treatment of 1. prostate cancer; BE trial Progress follow-up ~ Enriching the Company's product
for Injection(3 months) (£ 4T 2. premenopausal breast cancer; 3. central work as planned pipeling in the assisted
BBEREMSRGEAR))  precoious puberty in children reproduction and anti-tumor fields
2 Alarelin Acetate Microspheres for - For the treatment of 1. prostate cancer, 1. Prostate cancer: completed Progress follow-up ~ Enriching the Company's product
Injection (X5 BEEAAR 2. breast cancer, 3. endomeriosis Phase | cinical trial; work as planned pipeline in assited reproduction
HAR) 2. breast cancer and and tumor filds
endometriosis: obtained
dlinical approval
2 HHT120 Capsules For prevention of venous thromboembolism — Phase | clinical trial Progress follow-up ~ Enriching the Company's product
after major orthopaedic operation work as planned pipeline in the anti-thrombus field
3 Asenapine Transdermal Patch For the treatment of schizophrenia Phase | clinical trial Progress follow-up ~ Enriching the Company's product
(MEBTEREH) work as planned ~~ pipeline n the psychiatry field
21 Zastaprazan (JP-1366 Tablets) For the treatment of reflux esophagtis, etc. ~ Phase | clinical preparation  Progress follow-up ~ Enriching the Company's product
stage work as planned pipeling in the gastroenterology
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

IV. ANALYSIS OF PRINCIPAL BUSINESSES (continued)

6.

Number

Name of major
R & D projects

Project purpose

Investment in research and development (continued)

Project progress

Objectives
to be achieved

Expected impact on the future
development of the Company

5

26

1

28

2

30

3

3

33

Goserelin Acetate Sustained-release
mplant (BB X & TR 8
BEAH)

Triptorelin Pamoate Microspheres
for Ijection (57 F & M2t
EFIGEHY

llaprazole Oral Suspension (3 &
neNRESE)

Special project of joint research
centre
GWTI inhibitor project

IDMFO

IDMFO2

IDMFO3

IDMF04

For the treatment of prostate cancer suitable
for hormone therapy, premenopausal and
perimenopausal breast cancer, endometriosis

For the treatment of prostate cancer,

endometriosis, central precacious puberty

For the treatment of gastroesophageal reflu

disease
First PCC in: prostate cancer

For antifungal

For the treatment of patients with rheumatic

diseases such as rheumatic arthritis,

rheumatoid arthriti, osteaporosis, ankylosing

spondylitis, etc.

For the treatment of patients suffering from
spleen dampness and liver depression and
dampness-turbidity pouring downward, such
3 vaginal inflammation, cervical erosion and

pelvic inflammation

For the treatment of patients suffering from
wind-phlegm invading upward, such as aural
vertiqo, hypertension, neurotic vertigo and

epilepsy, facial palsy

For the treatment of pulmonary heart diseases,
arthythmia, coronary heart disease, anging,

theumatic heart diseases, etc.

Pre-clinical study

Pre-clinical study

Pre-clinical Study

Pre-clinical study
Pre-clinical study
Research on TCM classical

formula products

Research on TCM classical
formula products

Research on TCM classical
formula products

Research on TCM classical
formula products

Progress follow-up
work as planned

Progress follow-up
work as planned

Progress follow-up
work as planned

Progress follow-up
work as planned
Progress follow-up

work as planned
Filed for market launch

Filed for market launch

Filed for market launch

Filed for market launch

Enriching the Company's product
pipeline in the assisted
reproduction and tumor fields

Enriching the Company's product
pipeling in the assisted
reproduction and tumor fields

Enriching the Company's product
pipeline in the gastroenterology
field

Enriching the Company's product
pipeline in the anti-tumor field

Enriching the Company's product
pipeline in the anti-infection field

Enriching the Company's product
pipeline in traditional Chinese
medicine

Enriching the Company's product
pipeline in traditional Chinese
medicine

Enriching the Company's product
pipeline in traditional Chinese
medicine

Enriching the Company's product
pipeline in traditional Chinese
medicine
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

IV. ANALYSIS OF PRINCIPAL BUSINESSES (continued)

6. Investment in research and development (continued)

R&D staff

Number of R&D staff (persons)
Proportion of R&D staff to total number of employees

Education composition of R&D staff

Undergraduate and below
Postgraduate
Doctor

Age composition of R&D staff

Below 30 years old
30~40 years old
40~50 years old
Over 50 years old

Investment in R&D

2023

Amount of investment in R&D (RMB) 1,235,112,004.58

Proportion of R&D investment to 9.94%
operating income

Amount of capitalized R&D investment (RMB)

Proportion of capitalized R&D investment to
total investment in R&D

179,375,828.56
14.52%

2023 2022 Change
906 973 -6.89%
10.14% 10.81% -0.67%
519 624 -16.83%
339 297 14.14%
48 52 -7.69%
513 -15.79%
358 -0.56%
86 10.47%
16 43.75%
2022 Change
1,401,271,796.95 -11.86%

11.10%  Decreased by 1.16 percentage points

102,026,703.35 75.81%
7.28% Increased by 7.24 percentage points

Reasons for and impact of the material change in the composition of R&D staff

[J Applicable v Not applicable

Reasons for significant changes in the proportion of total investment in R&D to operating

income as compared with the Previous Year

1 Applicable v Not applicable

Reasons for substantial changes in capitalization rate of investment in R&D and the rationality

v Applicable [ Not applicable

Mainly due to the purchase of R&D technology by the Company in the current period.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

IV. ANALYSIS OF PRINCIPAL BUSINESSES (continued)

7. Cash flow

Unit: RMB
Item 2023 2022 Year-on-year change
Subtotal of cash inflow from operating activities 14,497,878,742.03 13,621,172,634.83 6.44%
Subtotal of cash outflow from operating activities 11,248,944,550.23 10,848,501,339.80 3.69%
Net cash flow from operating activities 3,248,934,191.80 2,772,671,295.03 17.18%
Subtotal of cash inflow from investing activities 637,295,267.85 139,846,362.88 355.71%
Subtotal of cash outflow from investing activities 1,345,668,848.72 1,369,716,149.11 -1.76%
Net cash flow from investing activities -708,373,580.87 -1,229,869,786.23 -42.40%
Subtotal of cash inflow from financing activities 3,734,100,084.01 3,756,110,193.50 -0.59%
Subtotal of cash outflow from financing activities 5,390,980,840.83 4,476,466,156.88 20.43%
Net cash flow from financing activities -1,656,880,756.82 -720,355,963.38 130.01%
Net increase in cash and cash equivalents 903,723,720.72 947,332,713.60 -4.60%

Main reasons for a significant year-on-year change in the relevant data

v Applicable [ Not applicable

Please refer to “VI. ANALYSIS OF FINANCIAL CONDITIONS 6. Material changes in consolidated cash flow statement
items” for the details of the main factors for the significant year-on-year change in the relevant data.

Reasons for material differences between the net cash flow from operating activities of the
Company during the Reporting Period and the net profit for the Year

v Applicable [ Not applicable

During the Reporting Period, the difference was mainly due to the effects of non-cash costs such as depreciation,
amortization and inventory impairment, and operating receivable and payable items.

V. ANALYSIS OF NON-PRINCIPAL BUSINESSES

v Applicable  [J Not applicable
Unit: RMB
As a
percentage
of total
Item Amount profit  Reasons for occurrence Sustainability
[nvestment income 61,818,964.40 2.59%  Mainly due to changes in profit and loss from investments No
in associates.
Gains or losses arising from -25,650,756.67 -1.08%  Mainly due to fluctuations in the market value of subject No
changes in fair value securities investment held.
Asset impairment -310,038,083.02 -13.01%  Mainly due to impairment provisions for inventories. No
Non-operating income 4,650,082.22 0.20%  Mainly due to the transfer without any payment and No
income on disposal of wastes.
Non-operating expenditure 37,092,025.82 -1.56%  Mainly due to donation expenses and loss on retirement of No
fixed assets.
Other income 204,784,436.08 8.59%  Mainly due to the government subsidies received. Yes
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VI. ANALYSIS OF FINANCIAL CONDITIONS

1. Material changes in asset composition

Item

Cash at bank and on hand
Accounts receivable
Contract assets
Inventories

Investment properties
Long-term equity investments
Fixed assets

Construction in progress
Right-of-use assets
Short-term loans

Contract liabilities
Long-term loans

Lease liabilities

At the end of 2023

Amount

11,325,723,855.76
2,115,658,645.12
2,060,651,179.94
10,766,731.57
1,031,259,800.84
4,294,232,468.83
289,306,707.05
20,908,112.56
1,860,009,625.00
137,998,394.09
1,612,773,278.99
9,030,622.57

High proportion of overseas assets

(1 Applicable v Not applicable

Asa

percentage

of total
assets

45.22%
8.45%
8.23%
0.04%
4.12%

17.15%
1.16%
0.08%
7.43%
0.55%
6.44%
0.04%

Unit: RMB
At the end of 2022
Asa
percentage Increase/
of total  decreasein  Reason for material
Amount assets  proportion  changes
10,411,348,410.09 41.87% 3.35%  No material changes
2,415,256,725.64 9.71% -1.26%  No material changes
2,045,341,552.12 8.22% 0.01%  No material changes
- - 0.04%  No material changes
1,055,939,326.49 4.25% -0.13%  No material changes
3,967,614,462.32 15.95% 1.20%  No material changes
602,442,281.75 2.42% -1.26%  No material changes
21,828,952.90 0.09% -0.01%  No material changes
1,622,239,859.89 6.52% 0.91%  No material changes
226,185,055.51 0.91% -0.36%  No material changes
1,974,444,042.88 7.94% -1.50%  No material changes
11,607,998.43 0.05% -0.01%  No material changes
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

VI. ANALYSIS OF FINANCIAL CONDITIONS (continued)
2. Assets and liabilities measured at fair value

v Applicable [ Not applicable

Unit: RMB
Gainor loss  Accumulated Amount of Amount of

Atthe  on change in changesin ~ Impairment purchase disposal At the

Beginning of fair value fair value provision during the during the End of

Item the Year  for the Year inequity  for the Year Year Year the Year
Financial assets

1. Financial assets held for trading (excluding derivative 103,583, 15341 -24,379,070.15 - - - 2197831 79,176,104.95

financial assets)

2. Derivative financial assets 4510,880.10  -1,894,903.83 - - - - 2615976.27

3. Qther debt investments - - - - - - -

4. Qther equity instrument investments 682,275,271.41 - -43,969,167.30 - 618375384 5,646,082.27  638,843,775.68

5. Qther non-current financial assets - - - - - - -

Subtotal of financial assets 79036930492 -26,273973.98  -43,969,167.30 - 618375384 5,674,060.58  720,635,856.90

Investment properties - - - - - - -

Productive biological assets - - - - - - -

Others - - - - - - -

Total 790,369,304.92  -26,273973.98  -43,989,167.30 - 618375384 5,674,060.58  720,635,856.90

Financial liabilities 710,034.83 623,217.31 - - - - 86,817.12

Whether there were material changes in the measurement of major assets of the Company
during the Year

[1Yes v No

3. Restrictions on asset entitlements as at the End of the Reporting Period

v Applicable  [INot applicable

The forty-sixth meeting of the tenth session of the Board of the Company considered and approved the Resolution on
Launching the Bills Pooling Business, pursuant to which it was agreed that the Company and its subsidiaries should
collectively share the cap for the bills pooling business of no more than RMB1.8 billion. The cap may be used on revolving
basis. As at the End of the Reporting Period, the balance of bills receivables pledged to the banks applied by the Group
was RMB241.5683 million. The balance of the actual deposits paid by the Company and its subsidiaries for the businesses
such as issuing letters of guarantee was RMB4.9660 million.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VI. ANALYSIS OF FINANCIAL CONDITIONS (continued)
4. Material changes in consolidated balance sheet items

Unit: RMB
Item 31 December 2023 31 December 2022 Year-on-year change
Prepayments 139,458,224.63 201,986,556.28 -30.96%
Other current assets 51,549,299.62 136,903,280.08 -62.35%
Investment properties 10,766,737.57 - 100.00%
Construction in progress 289,306,707.05 602,442,281.75 -51.98%
Financial liabilities held for trading 86,817.12 710,034.43 -87.77%
Contract liahilities 137,998,394.09 226,185,055.51 -38.99%
Non-current liabilities due within one year 659,679,477.31 10,440,962.31 6,218.19%
Other current liabilities 49,778,126.82 98,268,918.44 -49.34%
Treasury shares - 55,936,280.81 -100.00%
Minority interests 724,207,693.32 1,060,214,894.21 -31.69%

Reasons for the year-on-year changes of over 30% in the relevant data:

1.

Prepayments decreased by 30.96% year-on-year, which was mainly due to the decrease in prepayments for
materials.

Other current assets recorded a year-on-year decrease of 62.35%, which was mainly due to the maturity and
recovery of cash management business.

Investment properties recorded a year-on-year increase of 100.00%, which was mainly due to the leasing of
buildings by subsidiaries during the Period.

Construction in progress recorded a year-on-year decrease of 51.98%, which was mainly due to the transfer of the
production lines of the new factories and workshops of the subsidiaries which met the conditions for transfer into
fixed assets.

Financial liabilities held for trading recorded a year-on-year decrease of 87.77%, which was mainly due to the
changes in forward foreign exchange contracts.

Contract liabilities recorded a year-on-year decrease of 38.99%, which was mainly due to the fact that part of

the contract payments received in advance fulfilled the conditions for revenue recognition and were transferred to
revenue during the Period.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

VI. ANALYSIS OF FINANCIAL CONDITIONS (continued)
4. Material changes in consolidated balance sheet items (continued)
7. Non-current liabilities due within one year recorded a year-on-year increase of 6,218.19%, which was mainly due

to the transfer of long-term borrowings due within one year.

8. Other current liabilities recorded a year-on-year decrease of 49.34%, which was mainly due to the decrease in
expected refunds payable.

9. Treasury shares recorded a year-on-year decrease of 100.00%, which was mainly due to the cancellation of
repurchased shares.

10.  Minority interests recorded a year-on-year decrease of 31.69%, which was mainly due to the implementation of
profit distribution plan by non-wholly owned subsidiaries, resulting in a decrease in minority interests.
Asset-liability ratio

The asset-liability ratio of the Group as at 31 December 2023 and 31 December 2022 was calculated by dividing total
liabilities by total assets of the Group as at the respective dates. The asset-liability ratio of the Group increased from
39.94% as at 31 December 2022 to 41.04% as at 31 December 2023.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

ANALYSIS OF FINANCIAL CONDITIONS (continued)

Material changes in consolidated income statement items

Unit: RMB

The Year The Previous Year Year-on-year change

Investment income 61,818,964.40 44,111,595.36 40.14%
Gains from changes in fair value -25,650,756.67 -75,274,031.55 65.92%
Credit impairment loss -13,065,176.79 -5,687,516.41 -129.72%
Asset impairment loss -310,038,083.02 -116,620,058.62 -165.85%
Gains from disposal of assets -170,440.24 860,661.89 -119.80%
Non-operating income 4,650,082.22 7,015,188.44 -33.71%
Non-operating expenditure 37,092,025.82 27,020,195.92 37.28%
Profit and loss attributable to minority interests -56,049,821.04 46,169,694.70 -221.40%

Other comprehensive net income after taxation -37,114,888.27 129,307,507.59 -128.70%

Reasons for year-on-year change of over 30% in the relevant data:

Investment income increased 40.14% year-on-year, which was mainly due to receipt of dividends from other equity
instrument investments during the Period.

Gains from changes in fair value increased 65.92% year-on-year, which was mainly due to fluctuations in the
market value of subject securities investment held.

Credit impairment loss decreased 129.72% year-on-year, which was mainly due to aging changes of accounts
receivables resulting in the corresponding increase in expected credit loss during the Period.

Asset impairment loss decreased 165.85% year-on-year, which was mainly due to the increase in provision for
price decline of inventories.

Gains from disposal of assets declined 119.80% year-on-year, which was mainly due to the gains from disposal of
fixed assets during the Previous Period.

Non-operating income decreased 33.71% year-on-year, which was mainly due to the liquidated damages received
from suppliers during the Previous period.

Non-operating expenditure increased 37.28% year-on-year, which was mainly due to the increase in the expenses
such as public welfare donations during the Period.

Profit and loss attributable to minority interests declined 221.40% year-on-year, which was mainly due to the
decrease in the operating performance of the non-wholly owned subsidiaries during the Period as compared to the
Previous Period.

Other comprehensive net income after taxation decreased 128.70% year-on-year, which was mainly due to the

changes in fair value of investments in other equity instruments and the changes in the inconversion differences of
foreign currency statements due to fluctuations of exchange rates.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VI. ANALYSIS OF FINANCIAL CONDITIONS (continued)

6. Material changes in consolidated cash flow statement items
Unit: RMB
Item The Year The Previous Year Year-on-year change
Subtotal of cash inflow from investing activities 637,295,267.85 139,846,362.88 355.71%
Net cash flow from investing activities OEFEVERE YA -1,229,869,786.23 42.40%
Net cash flow from financing activities -1,656,880,756.82 -720,355,963.38 -130.01%
Effect of changes in foreign exchange rates on 20,043,866.61 124,887,168.18 -83.95%
cash and cash equivalents
Reasons for year-on-year change of over 30% in the relevant data:
1. Subtotal of cash inflow from investing activities increased by 355.71% year-on-year, which was mainly due to the
recovery of more investment amount during the Period.
2. Net cash flow from investing activities increased by 42.40% year-on-year, which was mainly due to the recovery of
more investment amount during the Period.
3. Net cash flow from financing activities decreased by 130.01% year-on-year, which was mainly due to the increase

in repayment of borrowings, distribution of dividends and share repurchase during the Period.

4. Effect of changes in foreign exchange rates on cash and cash equivalents decreased by 83.95% year-on-year,
which was mainly due to the changes in foreign exchange rates resulting in a decrease in exchange gains from

foreign currency funds held.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VI. ANALYSIS OF FINANCIAL CONDITIONS (continued)

7. Material changes in the composition or source of profit of the Company for the
Reporting Period

[J Applicable v Not applicable
There were no material changes in the composition or source of profit of the Company for the Reporting Period.

8. Liquidity and financial resources

As at 31 December 2023, the Group's cash at bank and on hand amounted to RMB11,325.72 million (31 December 2022:
RMB10,411.35 million), which arose primarily from operating income of the Company. The amount was used primarily for
daily operation and investment activities of the Company as well as distribution of dividends.

Fiscal policy and objectives: The Group has a comprehensive and prudent financial management system in place in order
to guarantee the fund safety of the Company, provide support for production operation and business development and
reasonably improve the utilization efficiency of funds to realize value conservation and appreciation.

During the Year, the credit facilities that may be applied for as approved by the Board and the general meeting of the
Company amounted to RMB26,495.00 million and the actual amount of credit facilities applied to banks for use amounted
to RMB4,812.28 million.

Unit: RMB
End of the Year (31 December 2023) End of the Previous Year (31 December 2022)
Amount in Amount in

[tem foreign currency Conversion rate Amount in RMB foreign currency Conversion rate Amount in RMB
Cash on hand: - 143,780.93 - - 198,834.79
- RMB - 143,506.88 - - 182,232.35
) - 700.00 6.9646 487522
- Euro 274.05 1,579.87 74229 11,721.22
Bank deposits: 11,215,951,981.42 - - 10,396,217,240.84
- RmB 10,192,476,063.80 - - 9,462,488,273.78
- HKD 12,964,172.53 0.90622 11,748,392.44 6,182,716.76 0.89327 5,522,835.40
-UsD 141,933,328.55 7.0827  1,005,271,186.14 129,970,513.20 6.9646 905,192,636.21
-y 3,551,792.00 0.050213 178,346.13 344,798,878.00 0.052358 18,052,979.65
- Euro 92,651.09 1.8592 728,163.45 92,651.09 74229 687,739.78
- Mop 6,263,135.03 0.8837 5,534,732.43 4,921,985.97 0.8681 4,272,776.02
- MYR 9,793.47 1.54154 15,097.03 - - -
Accrued interest on deposits - - 44,391,492.44 - - 67,758,851.73
Other monetary fund: - - 109,628,093.41 - - 14,932,334.46
RMB - - 2,004,030.03 - - 7,938,294.88
HKD 4,980,853.40 0.90622 4,513,748.97 4,665,094.02 0.89327 4,167,188.53
Ush 14,558,051.93 1.0827 103,110,314.41 405,888.50 6.9646 2,826,851.05
Total - - 11,325,723,855.76 - - 10,411,348,410.09
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VI. ANALYSIS OF FINANCIAL CONDITIONS (continued)
8. Liquidity and financial resources (continued)

As at 31 December 2023, the balance of the Group’s borrowings amounted to RMB4,120.26 million (31 December 2022:
RMB3,596.68 million), accounting for 16.45% of total assets (31 December 2022: 14.46%), of which the balance of
short-term borrowings due within one year amounted to RMB1,860.01 million (31 December 2022: RMB1,622.24 million),
accounting for 7.43% of total assets (31 December 2022: 6.52%), the balance of long-term borrowings due after one
year amounted to RMB1,612.77 million (31 December 2022: RMB1,974.44 million), accounting for 6.44% of total assets
(31 December 2022: 7.94%) and the balance of long-term borrowings due within one year amounted to RMB647.48
million, accounting for 2.59% of total assets (31 December 2022: RMBO0). During the Year, the Group's repayment of bank
borrowings amounted to RMB3,125.73 million. There was no distinct seasonal demand for each of the above borrowings.

9. Capital structure

The Group's capital structure comprises Shareholders’ equity and liabilities. As at 31 December 2023, Shareholders’ equity
amounted to RMB14,766.70 million, total liabilities amounted to RMB10,278.13 million and total assets amounted to
RMB25,044.83 million. In particular, the Group's current liabilities amounted to RMB8,087.14 million (31 December 2022:
RMB7,396.66 million), representing an increase of 9.33% from the End of the Previous Year; total non-current liabilities
amounted to RMB2,190.99 million (31 December 2022: RMB2,535.22 million), representing a decrease of 13.58% from
the End of the Previous Year. During the Year, the Group’s repayment of debt amounted to RMB3,125.73 million (the
repayment of debt in the Previous Year amounted to RMB2,804.80 million).

As at the End of the Year, equity attributable to Shareholders of the Company amounted to RMB14,042.50 million (31
December 2022: RMB13,876.07 million), representing an increase of 1.20% from the End of the Previous Year. Minority
interests amounted to RMB724.21 million (31 December 2022: RMB1,060.21 million), representing a decrease of 31.69%
from the End of the Previous Year.

10. Capital commitments

Unit: RMB

Balance at Balance at the

Capital commitments contracted but not recognized the End of Beginning of
in the financial statements the Year the Year

Commitments for purchase and construction of long-term assets
Commitments for external investment
Commitments for R&D expenditure

Total

11. Interest rate

395,307,398.73
8,000,000.00
306,619,716.31

709,927,115.04

394,785,767.27
12,000,000.00

406,785,767.27

As at 31 December 2023, the aggregate interest-bearing bank borrowings and other borrowings amounted to
RMB4,117.42 million (31 December 2022: RMB3,585.75 million). The interest rate structure was: RMB2,090.39 million
bore interest at a floating interest rate and RMB2,027.03 million bore interest at a fixed interest rate of 2.36% per
annum.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VI. ANALYSIS OF FINANCIAL CONDITIONS (continued)

12. Maturity analysis of outstanding liabilities
Unit: RMB million

31 December 31 December

2023 2022

Within one year 3,402.07"°" 2,629.99
1-2 years 1,146.85 -

2-5 years 465.92 1,974.44
Over 5 years = -

Total 5,014.84"* 4,604.43

Note:  In this amount, except for RMB894.59 million which are bills payable, the rest are bank loans.

13. Capital commitments

As at 31 December 2023, the Group's capital commitments contracted in relation to the purchase and construction of long
term assets, external investment and R&D expenditure amounted to RMB709.93 million (31 December 2022: RMB406.79
million).

14. Bank borrowings and other borrowings

Details of the bank borrowings and other borrowings of the Company and its subsidiaries as at 31 December 2023 are
set out in “Note V. 20. Short-term loans; 30. Long-term loans” to the financial statements in the Report as prepared in
accordance with the China Accounting Standards for Business Enterprises.

15. Gearing ratio

The gearing ratio as at 31 December 2023 and 31 December 2022 was calculated by dividing total debt by Shareholders’
equity of the Group as at the respective dates. The gearing ratio of the Group increased from 30.83% as at 31 December
2022 to 33.96% as at 31 December 2023.

16. Interest expenses and capitalization

Unit: RMB

2023 2022

Interest expenses”* 102,085,923.09 97,545,933.93
Capitalized interest - -
Total interest expenses 102,085,923.09 97,545,933.93

Note: Interest expenses are mainly due to bank borrowings.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VI. ANALYSIS OF FINANCIAL CONDITIONS (continued)

17. Foreign exchange risks

Details of foreign exchange risks of the Group are set out in “Note IX. RISK MANAGEMENT OF FINANCIAL INSTRUMENTS”
to the financial statements prepared in accordance with the China Accounting Standards for Business Enterprises in the
Report. As RMB is the major denominated currency of the Company, in case of sales, purchases and investment/financing
businesses which are not settled in RMB, corresponding foreign exchange risk exposure is incurred. With “prevention
and control of risk and locking in profit” as its management goal, the Company has established the Management
System for Foreign Exchange Risk (41N @ B & ¥E % /Z )) that requires a certain hedging ratio, and uses foreign
exchange financial derivatives to monitor and control the foreign exchange risk, so as to minimize the impact arising from
fluctuations of exchange rates on the business of the Company.

18. Contingent liabilities

As at 31 December 2023, the Group had no significant contingent liabilities.

19. Pledge of assets

As at 31 December 2023, the assets of the Company subject to pledge were as follows:

R NI T PERTIIN Reasons for being subject to restriction

Assets pledged:
Bills receivable LB ER K Pledged bills receivable for the bills pooling business
Other monetary funds AREEER TR Deposits for letters of guarantee and other businesses

Total 246,534,234.06

Note:  On 30 March 2023, the forty-sixth meeting of the tenth session of the Board of the Company reviewed and passed the
“Resolution on Launching the Bills Pooling Business”, agreeing that the Company and its subsidiaries should collectively share
the cap for the bills pooling business amount of no more than RMB1.8 billion, which can be used on a rolling basis. As at 31
December 2023, the amount of bills receivable pledged by the Group to the banks amounted to RMB241.5683 million.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

VI. ANALYSIS OF FINANCIAL CONDITIONS (continued)
20. Investments
Overall relocation and expansion project of Sichuan Guangda

On 6 March 2019, after review and approval by the Board of the Company, the Company entered into the Investment
Agreement for the Overall Relocation and Expansion Project of Sichuan Guangda Pharmaceutical Manufacturing (€£9)1|
WABEREWBABIREREBEREMHZZ)) (the "Investment Agreement”) and the Supplemental Agreement |
with the People’s Government of Pengzhou, Chengdu, Sichuan Province (01|44 i #8722 M T3 A R B iF) . Pursuant
to the Investment Agreement, the Company will inject capital of RMB646 million for investment in construction of the
overall relocation and expansion project of Sichuan Guangda, a wholly-owned subsidiary of the Company (the “Project”).
Pursuant to the Supplemental Agreement I, the People’s Government of Pengzhou has agreed to pay a compensation for
demolition and relocation of RMB90 million and grant total incentive of not more than RMB125.8 million for the new
plant construction project to the Company.

As at 31 December 2023, the total investment of the specific contracts entered into for the Project amounted to
RMB548.5066 million, and the sum of subsidies received from government authorities at various levels amounted to
RMB174.4317 million. All construction work of the overall relocation and expansion project have been completed and put
into use on 12 July 2023.

Save as disclosed above, during the Year, the Group did not make any equity acquisition and/or other significant

investments, nor was there any significant change in the investments held by the Group as compared to the relevant
information disclosed in the 2022 annual report of the Company.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VII.
1.

ANALYSIS OF INVESTMENT

Overall particulars

v Applicable [ Not applicable

Amount of investment

Amount of investment during

during the Year (RMB) the Same Period Last Year (RMB) Change
729,635,150.00 40,000,152.05 1,724.08%
2. Material equity investments during the Year
v Applicable [ Not applicable
Unit: RMB
Status Investment Disclosure  Disclosure
Principal Investment Investment  Percentage of ~ Source of Investment Typeof ~ asathalance  Expected  profit or loss Litigation date index
Name of investee business method amount  shareholding funds  Partner(s) period  products  sheet date retun in the Period involved  (ifany)  (if any)
Wohan Kangli Health ~ Engaging in investment activites  New 600,000,000.00 §000% Seffowned Joincare  Longtem  NIA Completed capital - 38385 No See notefor e note for
Investment Management  with self-onned funds; asset ~ establishment funds contribution of detals detalls
(o, Ud.(RERE  management senices for RMBO.06 milion
BEREEEAR  inestentvithsefouned
) funds; enterprise management;
venture capital and financing
consulting senvices.
Lian (Guangdong) Animal  Production of veterinay drugs; ~ New 102,000,000.00 5100% Selfowned Joincare  Longtern  Animal health Completed capital - 1017863812 No See notefor ~ See note for
Healthare Co, Ltd. operation of veterinary drugs;  establishment funds products  contrbution of detals detalls
(BE(ER)®I  impotand export of goods RMB76.50 milion
REERAT) and technologie; alesof
disinfectants (excluding
hazardous chemicals) and

animal health products; and
technical consulting senvices
for animal husbandry, etc

Total

. = 702,000,000.00 = o - - S S N

11,178,981.98 -

Note:

For details, please refer to the Announcement on the Joint Establishment of Joint Venture Company with Controlling Shareholder
Joincare and Connected Transactions (Announcement No.: 2022-094) dated on 13 December 2022 and the Announcement
on the Joint Investment in the Establishment of Joint Venture Company with Controlling Shareholder Joincare and Connected

Transactions (Announcement No.: 2023-009) dated on 17 January 2023 of the Company on Cninfo.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VII.

ANALYSIS OF INVESTMENT (continued)

3. Ongoing material non-equity investments during the Year

(7 Applicable

v Not applicable

4. Investment in financial assets
(1) Investment in securities
v Applicable [ Not applicable
Unit: RMB
Gains or losses ~ Accumulated
Caying ~ arising from ~~ changein ~ Amountof  Amount of Carrying
Initial amountatthe  changesin  fairvalue  purchase  disposal Profitorloss amount at the
Types of Securities - Securities investment ~ Accounting Beginning fair value for ~ included during during forthe  Endofthe Accounting  Sources
securities code  abbreviation cost  measurement ofthe Period  thePeriod  inequity the Period the Period Period Period  item of fund
Shere 00135 Kunlun Energy L360760 Measwred at farvelue 497551390 140427490 - - 166485400 637978880 Finencia assels  Selfowned
held for trading ~ funds
Fund 206001 Penghua Fund 150,000.00  Measured at fairvalue ~~ 934,289.94 3,985 - - - 3085 93758847
Share 000963 Huadong Medicine 3985186 Measured ot fair value  15,425,841.60  -1,760,128.08 - - - -1664540.60 1366571352
Share BEAMIUS]  Beam Therapeutis, ~ 31,117,15147 Weasured at airvaue - 82,218.13697 -24,005,200.81 - - - -JA0D5,02081 98,193,014.16
Inc.
Share ELTXUS) o Therapeutcs, ~ 35,363,302.05 Measured at fairvalue ~ 34,813,014.36 - 200009538 - - 782006093 Investment in
. other equity
nstruments
Share CARM(US)  Carisma Therapeutcs,  38,807,206.00  Measured at fairvaue -~ 34,821,295.50 - -16,098,003.75 618375383 - - 149070455
Inc.
Share LLAI(LME) Lungle A, Inc. 5883774524 Measured atfairvalue ~ 9,615,483.94 - 401072179 - - - 560476215
Share 0480 Luzhu Biotech-B 30,000,000.00  Meastred at fair value -~ 53,654,738.60 - 056454790 - - - 632192850
Other securities investment held at the End of the Period 2797831 - D100 129269 - -9 1986.75 - - -
Totel 198586,94057 - B6A9T08581 43180015 4154713107 618375383 797831 240196409 17072726011 - -
Disclosure date ofthe amouncement i relation tothe~~ Not applicabe
apovoval of secuite investment by the Board
Disclosure date ofthe amouncement i relation tothe~~ Not applicabe
apovoval of secuites investment by the shareholders
meeting i an)
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VIl. ANALYSIS OF INVESTMENT (continued)

4, Investment in financial assets (continued)

(2) Information on investment in derivatives

v Applicable [ Not applicable
(i) Derivative investment for hedging purposes during the Reporting Period
v Applicable [ Not applicable
Unit: RMB0'000
Percentage
of investment
amount at the
End of the
Initial Period to the
Name of the investment Investment ~ Amount of  Amount of Investment et assets of ~ Actual gains
operator of amount of amountatthe  purchase  disposal  Impairment amount at the the Company or losses
derivatives Related Related ~ Type of derivatives derivatives  Commencement ~ Maturity Beginning of  duringthe  duringthe  provision  End ofthe  attheEnd during the
investment relationship transaction  investment investment  date date the Period Period Period (if any) Period  of the Period Period
Financial ingttution ~ Non-related party ~~ No Foward foreign exchange 396.21 5 July 2022 30 January 203 40952 - 398.02 - - - 394
contract (sell
Finandial ingttution ~ Non-related party ~~ No Forward foreign exchange 144052 2 August 2022 31 January 203 1470.88 - 158D - - - 218
contract (sell
Finandial ingttution ~ Non-related party ~ No Forward foreign exchange 438448 5 September 2022 24 February 203 436487 - 4By - - - 196.35
contract (sell
Finandial ingttution ~ Non-related party ~~ No Forward foreign exchange 9,144.41 8 October 2022 4 hpril 203 8,910.16 - 870600 - - - 554
contract (sell
Finandial ingttution ~ Non-related party ~~ No Forward foreign exchange 842658 1 November 2022 20 April 203 821783 - 8118 - - - 93
contract (sell
Finandial ingttution ~ Non-related party ~~ No Foward foreign exchange 779186 2 December 2002 26 June 2023 171822 - 174078 - - - B
contract (sell
Finandial ngttution ~ Non-related party ~~ No Foward foreign exchange 1567240 4 January 2083 10 July 203 - 1567240 16,0351 - - - 5013
contract (sell
Finandial ngttution ~ Non-related party Mo Foward foreign exchange 1952259 1February 2003 20 July 203 - 195259 20,1801 - - - 11541
contract sell
Finandial ngttution ~ Non-related party Mo Foward foreign exchange 4871700 7 March 203 5 September 2013 - A8 504975 - - - 21261
contract sell
Finandial insttution ~ Non-elated party Mo Foward foreign exchange 1340159 3 April 203 16 October 2013 - BANSY 13,9304 - - - £59.3
contract (sell
Financialinsitution ~ Non-related party o Foward foreign exchange 1094707 5 May 203 16 October 203 -0 119 - - - 41183
contract (sell
Finandial nsttution ~ Non-elated party Mo Foward foreign exchange 942644 2 June 203 27 November 2023 - 9426.44 944476 - - - 1301
contract sell
Finandial nsttution~ Nor-elated party Mo Foward foreign exchange 950475 6July 203 16 January 2024 - 95045 9124% - 366.88 0.03% 5145
contract (sell
Finandial nsttution ~ Nor-relted party Mo Fonward foreign exchange 894231 1 August 203 30 January 2024 - 894231 740574 - 147414 0.10% 455
contract sell
Finandial nsttution ~ Nor-related party Mo Forward foreign exchange 120392 5 September 2023 14 March 204 - 0B 585975 - f0m 043% 101.85
contract (sell
Finandial nstitution ~ Nor-related party ~~ No Foward foreign exchange 6,495.21 9 October 2023 8 Aprl 2024 - 6,495.21 101059 - 465081 033% 4415

contract (sell
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VIl. ANALYSIS OF INVESTMENT (continued)

4, Investment in financial assets (continued)

(2) Information on investment in derivatives (continued)

(i) Derivative investment for hedging purposes during the Reporting Period (continued)
Unit: RMB0'000
Percentage
of investment
amount at the
End of the
Initial Period to the
Name of the investment Investment ~ Amount of  Amount of Investment et assets of  Actual gains
operator of amount of amountatthe  purchase  disposal  Impairment amount atthe the Company  or losses
derivatives Related Related ~ Type of derivatives derivatives  Commencement ~ Maturity Beginning of ~ duringthe  duringthe  provision  Endofthe  attheEnd  during the
investment relationship transaction ~ investment investment  date date the Period Period Period (if any) Period  of the Period Period
Financial ingttution ~ Non-related party ~ No Forward freign exchange 736995 2 November 2023 6 May 204 - 1368% 5391 - 676002 048% 1045
contract (sell
Financial ingttution ~ Non-related party ~ No Forward freign exchange 887532 6 December 2013 20 June 2024 - 88 - - 88 063% -
contract (sell
Financial ingttution ~ Non-related party ~ No Forward foreign exchange 135888 2 September 2022 21 March 2023 135.92 - 1R - - - 203
contract (buy)
Financial ingttution ~ Non-related party ~~ No Forward foreign exchange 44842 14 November 202215 February 203 146169 - 15226 - - - 040
contract (buy)
Financial ingttution ~ Non-related party ~~ No Foward foreign exchange 120709 2 December 2022 26 June 203 125176 - 1B - - - 4500
contract (buy)
Financial ingttution ~ Non-related party ~ No Foward foreign exchange 1,667.70 6 January 2013 28 uly 03 - 166770 165105 - - - 4551
contract (buy)
Totdl 1833470 — = WA 8IBI BN S OBBIS 0% 18989
Source offunds for investment n derivative Sefiinancing
Litgation invalved (i applicable) Not applicable

Disclosure date of the announcement i relaton to the approval of investment in derivtives 31 March 2023
by the Board (f any)

Disclosure date of the announcement i relaton to the approval of investment in derivatives ~ Not applicable
by the shareholders' meeting (i any)
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VIl. ANALYSIS OF INVESTMENT (continued)

4, Investment in financial assets (continued)

(2) Information on investment in derivatives (continued)

(i) Derivative investment for hedging purposes during the Reporting Period (continued)

Unit: RMB0'000

Percentage

of investment

amount at the

End of the

Initial Period to the
Name of the investment Investment ~ Amount of  Amount of Investment et assets of  Actual gains
operator of amount of amountatthe  purchase  disposal  Impairment amount at the the Company or losses
derivatives Related Related ~ Type of derivatives derivatives  Commencement  Maturity Beginning of  duringthe  duringthe  provision  Endofthe  atthend  during the
investment relationship transaction  investment investment  date date the Period Period Period (if any) Period of the Period Period

Risk analyss of derivatives positon held during the Reporting Period and explanation
of control measures (incuding but not imited to market risk, fiuidity risk,
creit sk, operational ik, legal is, etc)

Change in market price o far value of the derivaves invested during the Reporting
Period (specific method, related assumptions and parameters used in the analyss
of the fair value of derivatives shallbe disclosed)

Explanation s to whether there has been a material hange in the accounting poliy
and accounting measurement principls for the Company's derivatives during the
Reporting Period as compared with those of the Previous Reporting Period

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

To effectively manage the uncertainty risk brought by exchange rate fluctuations to assets denominated in foreign curency of the Company, foreign exchange forward
contracts and other financil derivatives are employed to lock relevant exchange rates for the purpose of hedging. The Company has formulated the Foreign Exchange Risk
Management Measures ({90 /8 E T %)) in relation to the operation and control of foregn exchange derivatives: 1. Market risk: the uncertainty of exchange rate
fluctuations in the foreign exchange market has led to higher market rsk i foreign exchange forward business. Control measures: the Company's foreign exchange forward
business is entered into for hedging exchange rate risk associated with assets denominated in U, dolla and locking the future exchange settlement price of such assets. It s
designed to be used as a hedging nstrument, Such foreign exchange derivatives shall ot be used for speculative trading. The princple of prudence andconserva tion shall be
observed 0 as to effectively prevent market isk. 2. Operational risk: operational isk is aising from imperfect internal process, employees" improper operations, system failure
and other factors. Control measures: the Company has formulated the corresponding management measures to clearly defin the responsibiltes of all partes, improve the
review and approval process and establish supervisory mechanism, 5o as to effectvely reduce operational ris. 3. Legal rsk: the Company's foreign exchange forward business
is subject o applicable laws and requlations, and shal clearly stipulate the relationship of rights and obligations with financial institutions. Control measures: in addition
to strengthening the knowledge of laws and requlations and market rules, the Company's responsible department also stipulates that the Company's legal department shall
stictly eview various business contract, agreements and other documents, clarfy rights and obligations, and strengthen compliance inspection, s0 as to ensure that the
Company's derivatves investment and operations meet the requirements of applicable laws and requlations as well as the Company's ntemnal systems.
In order to manage the uncertainty isk caused by prie fluctuations of bulk commoities on the purchase cost of raw materials of the Company, finandil derivatves such as
commodity utures contracts are employed to hedge raw materials. The(ompanyhasfo mulated the Measures for the Management of Commodity Futures Hedging Business
(ARBEES %E%i%é”f?;ﬂ;/i 1o standardize the management and risk control of commocity futures derivative: 1. Marke risk: the uncertainty of price changes
of bulk commodities has led to greater market risk in futures business. Control measures: the Company's futures hedging business shall not carry out speculative trading,
the operation principle of prudence and conservation shall be obsenved, the number of hedging transactions shall b trctly imited, such that it does not exceed the actual
number of spot transactions, and the futures posiion shal not exceed the spot volume for hedging purpase. 2. Operational isk: operationa rsk i ariing from imperfect
internal process, employegs' improper operations, system faiure and other factors. Control measures: the Company has formulated the corresponding management system to
dlearly define the division of responsibilites and approval process, and establish an improved supenvisory mechanism, o s to effectively reduce operational risk through risk
control of business process, decision-making process and transaction process. 3. Legal rsk: the Company's commodiy futures hedging business is subject o applicable laws
and requlations, and shall leary stipulae the relationship of rghts and obligations with financial nstitutions. Control measures: in addition to strengthening the knowledge
of laws and requlations and market ruls, the Company's responsible department also stipulates that the Company's legal department shall stricty review various business
contracts, agreements and other documents, clarfy ights and obligations, and strengthen compliance inspection, so as to ensure that the Company's derivatves investment
and operations meet the requirements of applicable laws and requlations as well as the Company's nternal systems.
(ains or losses arising from changes i fair value of the forward foreign exchange contracts, option contracts and commodity futures contracts during the Reporting Period
were RB-1.2717 milon.

N

5

Due to the growing import and export business of the Company, a arge amount of foreign exchange transactions are required. To avoid and prevent foreign exchange rik,
e are of the view that the forward foreign exchange derivatives trading business carried out by the Company and its subsidiaries were in fine with the actual development
needs of the Company. When the Board of the Company reviewed this proposal, the relevant decision-making procedures were in compliance with the Company Law, the
Securites Law, the Stock Lsting Rules of the Shenzhen Stock Exchange and other relevant laws and regulations and the provisions in the Artiles of Association of the
Company. In summary, we concured that the Company conducted foreign exchange derivatives trading business with its own funds within the limit approved by the Board.

Note:  The above derivative investments for hedging purposes are accounted for as financial assets held for trading.

(ii) Derivative investment for speculative purposes during the Reporting Period

(1 Applicable v Not applicable

During the Reporting Period, the Company did not have derivative investments for speculative purposes.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

VII. ANALYSIS OF INVESTMENT (continued)
5. Use of proceeds

v Applicable [ Not applicable

(1) Overall use of proceeds

v Applicable [ Not applicable

Unit: RMB0'000

Percentage

of total

Total Total amount Total  accumulate
Total amount ~ accumulate  of proceeds ~ accumulate  amount of Total Amount of
Total ofproceeds  amountof ~withchange  amountof  proceeds  amount of proceeds idle
Yearof  Methodof  amountof usedduing  proceeds inuseduring proceedswith with change  proceeds  Uses and whereabouts of for more
financing ~ financing proceeds  the Year used  the Year change in use in use unused  unused proceeds than 2 years
2016 Non-public 142,030.04 1995.20 13954738 - 6873580 48.40% 2,482,066 Unused proceeds are stil deposited in the -

issuance special account for proceeds or under cash

management, and wil continue to be used
in projects invested with proceeds, which is
expected to be used by December 2024,

Note:  Brokerage commissions, sponsorship fees and other related expenses have been excluded from the total amount of proceeds;
while funds deposited in the special account and interest income generated from cash management have been excluded from
the total amount of proceeds unused.

Explanation on overall use of proceeds

With the “Approval in relation to the Non-public Issuance of Shares by Livzon Pharmaceutical Group Inc.” (Zheng Jian Xu
Ke [2016] No. 1524) issued by the China Securities Regulatory Commission, the Company made a non-public issuance of
29.0982 million ordinary shares (A Shares) denominated in RMB with a nominal value of RMB1 per share at an issue price
of RMB50.10 per share, the total amount of proceeds raised amounted to RMB1,457.82 million, and after deduction of
issuance expenses of RMB37.5196 million, the amount of RMB1,420.3004 million was deposited into the account of the
Company on 2 September 2016.

The proceeds were mainly used for the Project for in-depth development and industrialization upgrade of innovative
llaprazole series (X Th M X7 BT E mFEERZE REE(FAMIEER), the Construction project for research
& development platform for prolonged-action microsphere technologies (&£ X ER Ml A 235 - & @K IB B ), the
Relocation and expansion project of Livzon Group Xinbeijiang Pharmaceutical Manufacturing Inc. (first phase) (B8 k&=
By I RER D AR QAR EBIEREIEE (—H])), the Technological transformation project of bag infusion
workshop for Livzon Group Limin Pharmaceutical Manufacturing Factory ( B %k &= [ FI| B 5 %% i 55 5 &) /R 2 B 5 2%
78 B ) as well as for replenishment of working capital and repayment of bank loans, which were consistent with the uses
of the proceeds passed by the resolutions of the Board of the Company. As at 31 December 2023, unused proceeds were
still deposited in the special account for proceeds or under cash management, and will continue to be used in projects
invested with proceeds.

Livzon Pharmaceutical Group Inc. | Annual Report 2023

65



66

SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VII.

5. Use of proceeds (continued)

ANALYSIS OF INVESTMENT (continued)

(2) Particulars of committed projects with proceeds

v Applicable

Committed investment projects and the use of
over-raised proceeds

[J Not applicable

Change in
project
(including
partial
change)

Total amount
of proceeds
committed to
investment

Total amount
of investment
after
adjustment (1)

Invested
amount

during
the Year

Cumulative
invested
amount as at
the End of
the Year (2)

Progress of
investment
as at the End
of the Year
3)= (2)01)

Date when
the project
is ready for
intended use

Benefits
realized

during
the Year

Unit: RMB0'000
Material

change in

Expected feasibility
henefit of
realized the project

Comitted investment projects

1. Project for in-depth development and
industrialization upgrade of innovative llaprazole
seres (LU BFIEFERARR 2 RE
${L4ER)

2. Increased capital inections in Livzon MAB for the
construction of “Projectfor research & development
and industrialzation of therapeutic antibody-based
dgs"

(HERERAERAR NERNREY
FaaE(ERER")

3. Relocation and expansion project of Livzon Group
Xinbefiang Pharmaceutical Manufacturing Inc. firt
phasel (B E A THERAER L AR
BERERA(-H)

4. Technological transformation project of bag infusion
workshop for Livzon Group Limin Pharmaceutical
Manufacturing Factory (B £ BFI R EHE
FRRERRER)

5. Construction project for research & development
platform for prolonged-action microsphere
technologies (R AAURRATHE F AR ZER)

6. Replenishment of working capital and repayment of
bank loans

Yes

Yes

Yes

Yes

Yes

|

3

45,000.00

30,600.00

30,182.00

36,48.04

2956212

1432894

53113

4114133

51,685.32

1,242.04

153.15

113126

142289

531

41,084.14

51,685.32

92.13%

99.30%

100.00%

99.86%

100.00%

31 December 2024

30 June 2021

31 August 2018

31 December 2021

462400

No No

Subtotal of committed investment projects

142,030.04

142,030.04

1,995.20

139,547.38

462400

Use of over-raised proceeds
Repayment of bank loans if any)
Replenishment of working capital (f any)

Not applicable

Subtotal of the use of over-aised proceeds

Total

142,030.04

142,030.04

1,995.20

139,547.38

462400
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VIl. ANALYSIS OF INVESTMENT (continued)

5. Use of proceeds (continued)

(2) Particulars of committed projects with proceeds (continued)

Committed investment projects and the use of
over-raised proceeds

Unit: RMB0'000

Change in Cumulative  Progress of Material
project Total amount ~ Total amount Invested invested investment  Date when Benefits change in
(including ~of proceeds  of investment amount amount as at asatthe End  the project realized  Expected feasibility
partial committed to after during ~ theEnd of of the Year is ready for during ~ benefit of
change) investment  adjustment (1) the Year theYear(2)  (3)=(21) intended use the Year  realized the project

Particulars of and reasons for not meeting the
scheduled progress or expected income (by
specfic projects|

Particulars of significant change in feasibiliy of
the project

Amount, uses and progress of utilization of
over-raised procegds

Change in the implementation site of investment
project with proceeds

. Project for in-depth development and industrialization upgrade of innovative llaprazole series (SLE M 258 MER AR L REELFRE
B ) As the approval for production was obtained at a time later than expected, the commencement and progress of the later stage clinical tials for new
indications of laprazole Sodium or Injection (7% 57 F L A1 8 ) and llaprazole Enteric-Coated Tablets (X E 712 182 Fy ) were later than expected,
the upgrade of solid drug preparation workshops was delayed correspondingly and the utilization of relevant proceeds failed to meet the expected schedule,
On 25 May 2020, the 2019 annual general meeting of the Company considered and approved the Resolution on Alteration to Certain Projects Invested
with Proceeds and Adjustment to Investment Plan and Utiization of Part of Proceeds for Permanent Replenishment of Working Capital (B 1A & & 55
BELORERAREEREHETETNEEES K ABARHERRER)), and agreed that the Company may alter the investment
in part of the sub-projects under the " Project for in-depth development and industrialization upgrade of innovative llaprazole series 3 & A 251 &3
EmFEREREZLFHIER)" and adust the investment plan. Upon completion of the alteration and adjustments, it is still required to invest
RIB208.2790 million of the proceeds in this project, which is expected to be available for intended use by 31 December 2024, The annual investment
amounts for the nex five years (2020-2024) are expected to be RMB101.9240 milion, RMB46.6760 million, RMB19.00 million, RMB20.00 million and
RMB20.6790 million, respectively. As the amount of proceeds invested during 2020 was RMB4.2823 million, being lower than the expectation, the Board

of the Company considered and approved the Resolution on Adjustment to Investment Plan for Projects Invested with Proceeds (B X E £ &4 R
BERREENZR)) on 22 March 2021, to adjust the investment plan for the Project for in-depth development and industrialization upgrade of
innovative llaprazole series (X E W 25| I E RAERZREZNARIER). Upon completion of the adjustments, itis stil required to invest
RB203.9967 million of the proceeds in this project, which is expected to be available for intended use by 31 December 2024, The annual investment
amounts for the next four years (2021-2024) are expected to be RMB119.9240 million, RMB54.6760 million, RMB16.00 million and RMB13.3967 million,
respectively.

2. Technological transformation project of bag infusion workshap for Livzon Group Limin Pharmaceutical Manufacturing Factory (B £ B R R B &
ELRERRHER): As aresult of the impact of policies including the adjustment of medical insurance catalogue, cost control and local adjuvant
drugs, the sales generated from Shengi Fuzheng Injection (2 £ 5% IE5% §1 &) (bag infusion) did not achieve the expected income level.

Not applicable

Not applicable

On 11 December 2020, the Resolution on Adjustment to the Implementation Site and Investment Plan of a Sub-project under Certain Project Invested with
Proceeds (BN AR TN EEE S REBA THEEE IS RIZ A ENZR)) was considered and approved at the 2020 fifth extraordinary
general meeting of the Company, pursuant to which it was agreed that the implementation site of the sub-project * Construction of the chemical drug lyophilized
powder injection workshop ({1 3 %71 5t Z B2 2% )" under the *Project for n-depth development and industrialzation upgrade of innovative liaprazole

series (SLER W 2P| I ERRE R EREZ(FHIAE)" would be adjusted from Level 1, P09 Building, Livzon Industrial Park, No. 38 Chuangye
North Road, Jinwan District, Zhuhai City to Level 1, P06 Building, Livzon Industrial Park, No. 38 Chuangye North Road, Jinwan Distrct, Zhuhai City, with the
construction period remained unchanged of two years. However, due to the adjustment to the construction site and the corresponding postponement of the
construction cycle, it was expected that the latest time for the project to be available for its intended use would be 31 December 2022, The construction of the
chemical drug lyophilized powder injection workshop was completed and put into use in June 2022,
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VII. ANALYSIS OF INVESTMENT (continued)
5. Use of proceeds (continued)
(2) Particulars of committed projects with proceeds (continued)

Unit: RMB0'000

Change in Cumulative  Progress of Material
project Total amount ~ Total amount Invested invested  investment  Date when Benefits change in
(including ~ of proceeds  of investment amount amount as at asatthe End  the project realized  Expected feasibility
Committed investment projects and the use o partial committed to after during  theEndof  of the Year s ready for during ~ benefit of
over-raised proceeds change) investment  adjustment (1) the Year theYear(2)  (3)=()I(1) intended use the Year  realized the project

Adjustment to implementation method for projects 1. Additon of an implementing entity o the project invested with proceeds
invested with proceeds On 23 December 2016, the Resolution on the Addition of Implementing Entity to the Project Invested with Proceeds of the Company ({BR A AIE EE S REER

ENEHTENZE)) was considered and approved at the 2016 third extraordinary general meeting of the Company, pursuant to which it was agreed that Livzon
Group Livzon Pharmaceutical Factory (B35 & B E 222, a wholly-owned subsidiary of the Company, would be added as an implementing entity of the *Projec
for in-depth development and industrialzation upgrade of innovative llaprazole series (L ETIM ZFIBHE R AR REREZ L FHEE)".
On 19 September 2017, the Resolution on Alteration to the Projects Invested with Proceeds from the Non-public ssuance of A Shares (8 B 3 2 B & 74K
EEELREERNEE)) was considered and approved at the 2017 first extraordinary general meeting of the Company, pursuant to which it was agreed that
the following adjustments would be made to the sub-project under the "Construction Project for Research & Development Platform for Prolonged-Action Microsphere
Technologies (EAUSRA MM T ABRIER ) " O change the original sub-project of “Renovation Project of Pilot Workshop (£ 51 Z £ BB R ) "to
* Construction Project for Microsphere Workshap of Livzon Group Livzon Pharmaceutica Factory (B3 £ BB Z B HURERZZBE )", and addiionally
include Livzon Group Livzon Phammaceutical Factory (35 & B B %5 52 275 ) as one of the implementing entites; and @ terminate the preclinical research project
“Risperidone Sustained-release Microspheres for nection (1 month) (5T BF S WA BRINER))"
The abovementioned additon of an implementing entity to the project invested with proceeds will not lead to changes in the direction of investment of the Company's
proceeds, nor affect the normal implementation of projects invested with proceeds, or have an adverse impact on the financial position of the Company.

2. Aleration to implementing entites of projects invested with proceeds
On 25 August 2020, the Resolution on Aleration to the Implementing Enty for Certain Projects Invested with Proceeds and Increasing Capital to a Wholly-owned
Subsidiary (BREF I EEESREBREMTEERLETAALERZR)) was considered and approved at the third meeting of the tenth session
of the Board of the Company, pursuant to which it was agreed that the Company would inject the productive assets and capital in the area of prolonged sustained-release
microsphere preparation into Znuhai Livzon Microsphere Technology Co,, Ltd. (3578 EEkAUR 5B 1R 2 71) (Microsphere Technology”), & whelly-owned
subsidiary of the Company, by way of capital increase. And the implementing entities of the " Construction Project for Research & Development Platform for Prolonged-
Action Microsphere Technologies (&R R THEE A BRAE) " would be changed fiom the Company and Livzon Group Livzon Phamaceutical Factory (B3
EEETEER) to the Company and Microsphere Technology.
The abovementioned alteration to implementing entity of the project invested with proceeds will not affect the overallimplementation of the project invested with
proceeds.

3. Adjustment to sub-project under the “Construction Project for Research & Development Platform for Prolonged-Action Microsphere Technologies (& 448 Bx % iy ¢
TagdEn)
0n 30 May 2019, the Proposal on Transferring Assets Relating to Part of Projects Invested with the Proceeds and Change of Sub-Projects under Projects Invested with the
Proceeds (BN EE S RS EE LA RBEREHEREEFEEEAREER TERANEE)) was considered and approved at the 2018 annual
qeneral meeting of the Company, pursuant to which it was agreed that lteration would be made to the sub-project *Leuprorelin Acetate Sustained Release Microspheres
for Inection (3 months) (%57 BB = Ak & ARG A )" under the *Construction Projectfor Research & Development Platform for Prolonged-Action
Microsphere Technologies (& AG3R AT T F 4 23R8 R )", and no proceeds would be invested in this project, and its remaining balance of proceeds
RMB30.3858 millon would be adjusted to be used by the *Construction Project o Microsphere Workshap of Livzon Group Livzon Pharmaceutical actory (% & 8
ERSERURERZRER)". Alterthe adjustment, a total amount of RMB194.3191 millon of proceeds was intended to be invested into the *Construction
Project for Microsphere Workshap of Livzon Group Livzon Pharmaceutical Factory (B3 £ B B S BR A ERZ:REE )", and the remaining investment
amount for such workshop construction project would be supplemented by selfraised funds of the Company.

The abovementioned adjustment to the investment amount of sub-project under project invested with proceeds will not affect the overall implementation of the project invested

With proceeds.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VIl. ANALYSIS OF INVESTMENT (continued)

5. Use of proceeds (continued)

(2) Particulars of committed projects with proceeds (continued)

Committed investment projects and the use of

over-raised proceeds

Unit: RMB0'000

Change in Cumulative  Progress of Material
project Total amount ~ Total amount Invested invested investment  Date when Benefits change in
(including ~of proceeds  of investment amount amount as at asatthe End  the project realized  Expected feasibility

committed to after during ~ theEnd of of the Year is ready for during ~ benefit of
change) investment  adjustment (1) the Year theYear(2)  (3)=(21) intended use the Year  realized the project

Preliminary investment and replacement
for projects invested with proceeds

Temporary replenishment of working

capital by idle proceeds

Balance amount of proceeds arising
from project implementation and

[easons

Use and whereabouts of unused

proceeds

Alteration to the sub-project of the “Project for in-depth development and industrialization upgrade of innovative Ilaprazole
series (LERMZTBIHERRERLEREZ(AHIEE) " and the sub-project of the “Construction Project for
Research & Development Platform for Prolonged-Action Microsphere Technologies (R AR M % T AR RIER)"
and Utilization of Part of the Proceeds for Permanent Replenishment of Working Capital

On 25 May 2020, the Resolution on Alteration to Certain Projects Invested with Proceeds and Adjustment to Investment Plan
and Utilization of Part of Proceeds for Permanent Replenishment of Working Capital ((BR & E BHEEE 2R EEE
LABREHEUESIPERELAABTREE 2 /A X)) was considered and approved at the 2019 annual
general meeting of the Company, pursuant to which it was agreed that: (1) the amount of RMB105.6790 million of proceeds
would continue to be invested in the projects of llaprazole tablet (3 M f ) and llaprazole Sodium for injection (% &7
FISLE M 4R), the portion of proceeds saved from these two projects in the amount of RMB102.60 million would be used
in the new sub-project " Construction of the chemical drug lyophilized powder injection workshop ({t. % &7 1 $ B il i
&) " the sub-projects "llaprazole Optical Isomer Preparation (3 ik ¢ B £ E ) " and “llaprazole Compound
Preparation ( L3 7148 77 248 ) " would be terminated, in order to increase the utilization efficiency of proceeds, the
remaining balance of proceeds in the amount of RMB154.3728 million would be used for permanent replenishment of working
capital. (2) the project "Aripiprazole Sustained-release Microspheres for Injection (14 days) (j §T BB Pl 17 Ik W 48 72 4 3%
(14%))" would be renamed as “Aripiprazole Sustained-release Microspheres for Injection (J 51 F3 ] 12 K W R R2 3% )
with the investment amount remained unchanged at RMB27.30 million. The project "Goserelin Acetate Sustained-release
Microspheres for Injection (1 month) (3 57 FEBE B X & Fa k& B A ER(1{E A ) )" would be altered to " Goserelin

Acetate Sustained-release Implant (BE B& X & T A6 218 A H)) " with the investment amount remained unchanged at
RMB30.00 million. The sub-projects of "Qctreotide Sustained-release Microspheres for Injection (3 months) (¥ 5T £ 2 g4
EEBRGER))", "NGF Sustained-release Microspheres for Injection (14 days) (3 57 FENGFAE B B 3R(14K ) )" and
"Gonadorelin Sustained-release Microspheres for Injection (1 month) (51 A X BN Sm M4 B AHUR(1E A))" which had
not yet commenced would be terminated, and the proceeds of RMB64.00 million originally planned to be invested in these
three sub-projects would be used for investment in the construction of the new sub-project “Construction of sustained-release
implants workshop (4% B 1B A BRI 23R) .

On 28 December 2016, the thirty-third meeting of the eighth session of the Board of the Company considered and approved the
Resolution on the Replacement of Self-raised Funds Previously Invested in the Projects Invested with Proceeds by the Proceeds ({
RERREESENRARAES A REERMNESEEMER)), the Company would replace the self-raised
funds of RMB41.8571 million previously invested in the projects invested with proceeds by the proceeds. On 4 January 2017, the
Company had transferred out the fund from its special account for proceeds.

Not applicable

Not applicable

Unused proceeds were still deposited in the special account for proceeds or under cash management, and will continue to be used
in projects invested with proceeds.

Problems or other issues in the use and  Not applicable

disclosure of proceeds
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VII. ANALYSIS OF INVESTMENT (continued)
5. Use of proceeds (continued)
(3) Changes in projects funded with proceeds
v Applicable  [J Not applicable
Unit: RMB0'000
Total amount
of proceeds Actual Material
intended accumulate  Investment change in
to be investment  progress feasihility
invested Actual amount asat Date when Benefits of the
inthe  investment asat  theEnd projectis realized  Expected  project
Corresponding originally project after amount  the End of  of the Year ready for during  benefit after
Project after change committed project change (1) forthe Year the Year(2)  (3)=(2)/(1) intendeduse theYear realized change
Relocation and expansion project Increased capital injections in Livzon 14328.94 - 14289 99.30% 30 June 2021 - - No
of Livzon Group Xinbeijiang MAB for the construction of "Project
Pharmaceutical Manufacturing Inc. for research & development and
(first phase) (B EBHLTEE  industrialization of therapeutic
RERAAIREREER anthody-based dngs” (HEHKER
(=4)) HERARR RERNREY
REREX(RRER)
Technological transformation project ~ Increased capital injections in Livzon 531173 - 53173 100.00% 31 August2018  4624.00  No No
of bag infusion workshop for MIAB for the construction of “Project
Livzon Group Limin Pharmaceutical ~ for research & development and
Manufacturing Factory (BZREEIF|  industrialization of therapeutic
RUBRERERERSGRR)  anthody-based dngs” (HERER
HERERR RERNREN
MREER(LRRER)
Construction project for research Increased capital injections in Livzon 414133 75305 4108414 99.86% 31 December - - No
& development platform for MAB for the construction of "Project 2001
prolonged-action microsphere for research & development and
technologies (RABIRRMHE  industrialization of therapeutic
TARSTER) antbody-based drugs” (4B £
HERERR RERREEY
EREERRIER")
Project for in-depth developmentand ~~ Project for in-depth developmentand 2956272 124204 27123726 92.13% 31 December = = No
industrialization upgrade of innovative  industrialization upgrade of innovative 2024
llaprazole series ( SCERM ZFIE]  llaprazole series (L& M 25/l
TERAEREREXLAR  HEGREREREZFCAR
EE) ED
Replenishment of working capital and  Replenishment of working capital and ~ 51,685.32 - 5168532 100.00% - NA - NA No
repayment of bank loans repayment of bank loans
Total - 142,03004 199520 139,547.38 - - 46400 - -
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VII. ANALYSIS OF INVESTMENT (continued)
5. Use of proceeds (continued)
(3) Changes in projects funded with proceeds (continued)

Unit: RMB0O'000
Total amount

of proceeds Actual Material
intended accumulate  Investment change in
to be investment  progress feasibility
invested Actual amount asat Date when Benefits of the
inthe investment as at the End ~ project is realized  Expected  project
Corresponding originally project after amount  the End of of the Year ready for during  benefit after
Project after change committed project change (1) forthe Year theYear(2)  (3)=(2)/(1) intendeduse theYear realized change
Description on reasons for change, 1. Increased Capital Injections in Livzon MAB for the Construction of “Project for Research & Development and Industrialization of Therapeutic
decision- making process and Antibody-based Drugs" (S B EMEERERR AERANESYINHEEE(ERIEA"): In order to better meet the needs
information disclosure (by of the Company's operation and development, taking into account the relatively long investment and construction cycle of the original project
specific projects) invested with proceeds, i.e. the “Increased Capital Injections in Livzon MAB for the Construction of ‘Project for Research & Development

and Industrialization of Therapeutic Antibody-based Drugs (MBI ENEEREB R AEBNEEN MU EEE L BRE
B')", and the urgent needs to invest in construction for the “Relocation and Expansion Project of Livzon Group Xinbeijiang Pharmaceutical
Manufacturing Inc. (First Phase) (B 37 5 B3 0 TR ERAER R 1B REEE (—H))", "Technological Transformation
Project of Bag Infusion Workshop for Livzon Group Limin Pharmaceutical Manufacturing Factory (B 2% & B R 2 BB &8 5 8 /R B
BERIEE )", and "Construction Project for Microsphere Workshop of Livzon Group Livzon Pharmaceutical Factory ( B ¥ & B B ¥k 3. &
HRERBRIZE) ", being the new projects invested with proceeds, for the purpose of enhancing the efficiency of the Company's
proceeds and ensuring the smooth development of these projects, after considered and approved at the 2017 first extraordinary general
meeting of the Company, alterations were made to the “Increased Capital Injections in Livzon MAB for the Construction of ‘Project for
Research & Development and Industrialization of Therapeutic Antibody-based Drugs' (S B R EHIE ERER R GBERNEED
e EEZERIBR"", and the proceeds of RMB306,000,000.00 originally planned to be used in this project was allocated as
follows: () RMB143,289,400.00 for the "Relocation and Expansion Project of Livzon Group Xinbeijiang Pharmaceutical Manufacturing

Inc. (First Phase) (BB ¥ & B#T 1 THERHER A RRBEREE (—H))" @ RMB53,117,300.00 for the “Technological
Transformation Project of Bag Infusion Workshap for Livzon Group Limin Pharmaceutical Manufacturing Factory (B3R £ B R R 2 &
EHRBBRAEE)"; @ RMB109,593,300.00 for the sub-project “Construction Project for Microsphere Workshop of Livzon Group
Livzon Pharmaceutical Factory (BB ¥R & BB IR B &R MR B/ Z R B A ) " under "Construction Project for Research & Development
Platform for Prolonged-Action Microsphere Technologies (= RUMER i T it 8 £ BRI H ) ", At the same time, the sub-projects of
the " Construction Project for Research & Development Platform for Prolonged-Action Microsphere Technologies (R A A% B i & £ &
FRIEE) " were adjusted: () the original sub-project of “Renovation Project of Pilot Workshop (F sAE R E EIE B ) " was changed
to "Construction Project for Microsphere Workshop of Livzon Group Livzon Pharmaceutical Factory (EB¥k £ B B R EMAKER &
&I8R )", and Livzon Group Livzon Pharmaceutical Factory (B2 ¥ & [B 28 3% 22 2480 was newly added as the implementing entity; @ the
preclinical research project of “Risperidone Sustained-release Microspheres for Injection (1 month) (%47 B FI 55 B R FE 412k (11 A ) )" was
terminated.

For details, please refer to the Company's announcement disclosed in the designated media (Announcement No. 2017-065, 2017-083).
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SECTION III.

MANAGEMENT DISCUSSION AND ANALYSIS

VIl. ANALYSIS OF INVESTMENT (continued)

5. Use of proceeds (continued)

(3) Changes in projects funded with proceeds (continued)

Project after change

Unit: RMB0'000

Total amount

of proceeds Actual Material
intended accumulate  Investment change in
to be investment  progress feasibility

invested Actual amount asat Date when Benefits of the

inthe investment asat the End ~ project is realized  Expected  project

Corresponding originally project after amount the End of of the Year ready for during  benefit after
committed project change (1) forthe Year the Year(2)  (3)=(2)/(1) intendeduse theYear realized change

Construction Project for Research & Development Platform for Prolonged-action Microsphere Technologies ( & A A3k & A A& E 2 B2R7EE ) Given that the Company had transferred the project
“Leuproreln Acetate Sustained Release Microspheres for njecton (3 months) (13 57 B S S AT S AIRBIEA) " to Shanghai Livzon Phamaceutical Manufacturing Co, L. ( S EH 28
AR/ ) and the latter would continue to camy out relevant work such as clincaltials and application for production, hence subsequentl the Company would no longer nvest in this project by using
the proceeds. After considered and approved at the 2018 annual general meeting of the Company, it was agreed that the sub-project *Leuprorelin Acetate Sustained Release Microspheres for njection (3
months) (2 51 BB = R AR R AIRGME A )" under the "Construction Projectfor Research & Development Platfor for Prolonged-Action Microsphere Technologies (& MKk & £ 4
EFIER)" would be altered and proceeds would no longer be used to invest in this project, the remaining balance of AMB30.3858 milion of proceeds would be adjusted for use by the *Construction
Project for Microsphere Workshop of Livzon Group Livzon Phamaceutical Factory (3% & E B Ik X ZMAUKERZRER )" After the adjustment, an aggregate amount of RB 1943191 millon
of proceeds was itended to be invested in the *Construction Project for Microsphere Workshap of Livzon Group Livzon Pharmaceutcal Factory (B S BB H A EBAURER2EE )" and
the remaining investment amount for such workshop construction project would be Supplemented by the seff-raised funds of the Company.
For detals, please refer to the Company's announcement disclosed in the designated media (Announcement No. 2019-020, 2019-032).
According to the progress of R&D of certain sub-projects of the " Construction Projectfor Research & Development Platform for Prolonged-Action Microsphere Technologies (& M A Bk HE £ 4 2
SKIBE ), appropriate adjustments were made to the projec, the project *Arpiprazole Sustained-release Microspheres for njecton (14 days) (%41 & L R W SR RI3R(14K ) )" would be renamed
s " Aripiprazole Sustained-felease Microspheres for Injection (51 B 1 U5 2R 53k ) " with the nvestment amount remained unchanged at RMB27 30 millon; the project “Goserelin Acetate
Sustainec-telease Microspheres for nection (1 month) (7551 FRE& RS % S T K42 FEREK(1E A ) )" would be altered to *Goserelin Acetate Sustained-release Implant (B8 X &3 G EAH) "
with the investment amount remained unchanged at RMB30.00 million; the sub-projects "Octreotde Sustained-release Microspheres for Injection (3 months) (241 B R Er & AR BER))', “NGF
Sustained-release Microspheres for Injection (14 days) (1% 51 BINGFEEEA3R(14))" and " Ganadorelin Sustained-release Microspheres for Injection (1 month) (251 B X SRt S HIRIER))"
Which had not yet commenced would be terminated, and the proceeds of RMB64.00 million originally planned to be invested i these three sub-projects would be used for investment in the construction of
the new sub-project "Construction ofsustained-release implants workshop (B E A BB ER) "
For detal, please refer to the Company's announcement disclosed in the designated media (Announcement No. 2020-023, 2020-120).
Project for n-depth development and industialzation upgrade of inovativ llaprazole seres (3L &M 27 813 iR F% RE (73R ): According to the actual implementation
conditions of the clinical studies post market launch and industrialzation development and technologicalreform of the products of two sub-projecs of *laprazole tablet (S &2 k)" and “llaprazole
Sodium for injection (357 B SCE R M) ", since laprazole Sodium for njection (7 57 B 3 47 had obtained aproval for market launch and was incuded in the [atest national medical
insurance catalogue in November 2019, in order tosatisfy th future needs of production and sales of llaprazole Sodium for injection (7351 & SCE1%:4), and considering the suspension of RGD for
lgprazole Optica Isomer Preparation (3 7% 1t & £4 E 52 ) and laprazole Compound Prepavation (3 AW4% 77 522 ) due to changes inthe market environment, in orderto increase the
utlization efficency of proceeds, RMB105.6790 millon of proceeds would continue to be invested in two sub-projects of “Ilaprazole tablet (37 2 21 fr )" and " llaprazole Sodium for injection (757 &
SCEFII4R) ", the porton of proceeds saved from these two projects in the amount of RMB102.60 millon would be used in the new sub-project “Construction of the chemical drug lyophilized powder
injecton workshop ({t E B HSTERRR) ", and the remaining balance of proceeds i the amount of RMB154.3728 million from llaprazole Optical somer Preparation (£ A S EREHE)
and llapazole Compound Preparation ({5 7145 7 212 ) would be used for permanent replenishment of working capital. Moreover, due o the needs of overal businss development at the curent
stage, the Company had adjsted the ayout of the industial k. Considering the fast growth in sales maintained by llaprazole Sodium fo injection (747 B3 SCE AumA&R), it is prediced thet m
expansion space would be needed for the development of producton lines in future, but the existing P09 bulding has certain constraints, therefore the Company had decided to changetheconstmc ion
site of “Constructon of the chemical drug lyophiized powder injecton workshop (1 2 &7 )£t ZFéi 3% )" from P9 building to the PO building in order to sufficentl safeguard the needs of
laprazole Sodium for injection (357 7 SCE 147 in producton and operation. After the adjustment, the construction cycle would remain two years, however, due to the change in the construction
site, the construction cycle would be postooned accordingly, and it is expected to be available for intended use by 31 December 2022, The construction of the chemical drug yophilzed powder infection
workshop was completed and put into use in June 2022. For detall, please refer to the Company's announcement disclosed in the designated media (Announcement No. 2020-023, 2020-120).
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VII. ANALYSIS OF INVESTMENT (continued)
5. Use of proceeds (continued)
(3) Changes in projects funded with proceeds (continued)

Unit: RMB0O'000
Total amount

of proceeds Actual Material
intended accumulate  Investment change in
to be investment  progress feasibility
invested Actual amount asat Date when Benefits of the
inthe investment as at the End ~ project is realized  Expected  project
Corresponding originally project after amount  the End of of the Year ready for during  benefit after
Project after change committed project change (1) forthe Year theYear(2)  (3)=(2)/(1) intendeduse theYear realized change
Particulars of and reasons for 1. Project for in-depth development and industrialization upgrade of innovative llaprazole series ( 3L &+ 1 51 8] 57 &
not meeting the scheduled mREREREZ(FRIEE): On 25 May 2020, the 2019 annual general meeting of the Company considered
progress or expected income and approved the Resolution on Alteration to Certain Projects Invested with Proceeds and Adjustment to Investment Plan
(by specific projects) and Utilization of Part of Proceeds for Permanent Replenishment of Working Capital ((B R EF B EEE S RE

HARAERAAET KA I EEESKAMANEE S HHE)), and agreed that the Company may alter
the investment in part of the sub-projects under the "Project for in-depth development and industrialization upgrade of
innovative llaprazole series (3 %3 4 Z 51 837 R BB REZ(LFHRIBE) " and adjust the investment plan.
Upon completion of the alteration and adjustments, it is still required to invest RMB208.2790 million of the proceeds in this
project, which is expected to be available for intended use by 31 December 2024. As the amount of proceeds invested during
2020 was RMB4.2823 million, being lower than the expectation, the Board of the Company considered and approved the
Resolution on Adjustment to Investment Plan for Projects Invested with Proceeds ((FAR AR EEE KR EB AR Lt
ZIH9:5%)) on 22 March 2021, to adjust the investment plan for the Project for in-depth development and industrialization
upgrade of innovative Ilaprazole series (3 & h M ZF| &I E RR R REZ(LFAHRIAE ). Upon completion of
the adjustments, it is still required to invest RMB203.9967 million of the proceeds in this project, which is expected to be
available for intended use by 31 December 2024. The annual investment amounts for the next four years (2021-2024) are
expected to be RMB119.9240 million, RMB54.6760 million, RMB16.00 million and RMB13.3967 million, respectively.
2. Technological Transformation Project of Bag Infusion workshop for Livzon Group Limin Pharmaceutical Manufacturing Factory
(BUEEF R EMIEHREBEBIAER): As a result of the impact of policies including the adjustment of
medical insurance catalogue, cost control and local adjuvant drugs, the sales generated from Shengi Fuzheng Injection (£
EEHK 72978 ) (bag infusion) did not achieve the expected income level.
Particulars of material change Not applicable
in feasibility of projects after
change
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

VIIl. DISPOSAL OF MATERIAL ASSETS AND EQUITY

1. Disposal of material assets

(] Applicable v Not applicable

2. Disposal of material equity

(] Applicable v Not applicable

IX. ANALYSIS OF MAJOR CONTROLLED AND INVESTED COMPANIES
v Applicable [ Not applicable

Unit: RMB
Type of Registered Operating Operating
Name of company company ~ Principal business capital ~ Total assets Net assets income profit Net profit
Livzon Group Livzon Subsidiary Princpally engaged in producton and sale 450,000,00000 442226236345 2,869,130.520.16 3,575,008, 84427 104222268301 860,923, 574.88
PhamaceuticalFactory of slf-made chemical drugs, bochemical
(BREEEGHEH) drugs, micobiologial peparatons,

biological products, etc.
Sichuan Guangda Phamaceutical  Subsidiary Prindpally engaged in RRD, production 149.000,000.00  1986,045.239.78 126581057801 73193766051 102,293,790.87  89,164,320.26

Manufacturing Co, Lid. and sale of Chinese patent drugs, major
(BIIXAREERAR) products nclude Antvirl Granules,
Stomaiits Granules, efc.
Livzon Group Limin Phamaceuticl ~ Subsidiary Principaly engaged in production and 6156101473 105061336843 38714220816 51528838967 4649286953 211,713,945
Manufacturing Factory aperation of Chinese drug preprations
(BREBFIRDER) and phamaceutical an materil,

gtc, majorproducts incude Shen
Fuheng jecton (B EH £ 51,
Vueshuantong (1133, et

Shanghai Livzon Phamaceutica Subsidiary Princpall engaged in production of 8732890000 191443333011 1,166,498,157.70  1945315,28060 70397746254 601,107 15232
Manufacturing Co, Lid. biochemical and polypeptide APls, major
(LEERREARLR) producs inluce biochemical APl such as
Menotrophin and Chorionic Gonadotropin.
Thuhat FTZ Livzon Hecheng Subsidary Prindpall engaged in production and 12828000000 2,077 446,41095  670,545,78184  1,202,16,00933  299,064,173.76  264.850,361.92
Phamaceutial Manufacturing aperation ofchemical APls, major producs
(o, 11d. indlude Cefurorime Sodium, Cefodizime
(FERREERANLE Sodium, Cefriakone Sodium, e
BRAR)
Livzon Group Xinbeijiang Subsicary Princpally engaged in export of AP 23988770000 3688180.200.37  1,974,666,551.20  2348.220,890.00 73483210937 532.879,43.14
Phamaceutica intermediate products and relted
Manufacturing I, technologies, major products incude
(BREENHIZERR Pravestatin,Mevastati, Salnomycn, fc.
BRAR)
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

IX. ANALYSIS OF MAJOR CONTROLLED AND INVESTED COMPANIES (continued)

Type of Registered Operating Operating
Name of company company ~ Principal business apital  Total assets Net assets income profit Net profit
Livzon Group Fuzhou Fuing Subsidiary Princpally engaged in production of USD 41,700,000 1,646,64312340  1,038,165,607.76  1,042889.501.65  449,335,006.37  383945,499.78
Pharmaceutical Co,, Ltd. antbiotics APls, intermediate and drug
(BREERNRREE preparation producs and hemical raw
BRAA) materials for pharmaceutical production,

major products incude Colstn Sufte,
Vancomycin, Phenyllanine, etc
Zhuhai Lvzon Diagnostics Inc Subsidiary Principally engaged in production and sale 400,000,00000 123585886235 85340991008 668,010,685.47 8136250073 79,162,872.52

(RRERAHRAER of diagnostic eagents major products

) incuge diagnostic reagent products such
s Diagnostic Kit fr g Antbody to
Mycoplasma Preumonia (Collodal Gold
(AR REMAERAFE (B
E5%)), Diagnostic kit for Human
Immunadeficency Virus Antibody (ELIS8)
(\ESRBBRENEYEH
2 (BESEE) and Lvon Antinuclear
Antibody Test Kit 17) (Magnetic Barcode
Immunofluorescence) (5 ¥ e M3

IS (HEESRARERLE)) e

Livzon MABPham Inc. Subsidiary Principally engaged in research, 145333000000 95480890865 148324363600 9078311254 -990,436,553.01  -999,186,716.72
(CREMERERENRE development and commercialzation o
ARAR) biopharmaceuticalproducs.

Note:  For the data in the consolidated financial statements of Xinbeijiang Pharma, subsidiaries under consolidation include Ningxia
Pharma, Fuzhou Fuxing, and Gutian Fuxing Pharmaceutical Co., Ltd. (5 g B E& BB R /2 &) . Livzon MAB is the key R&D
enterprise of the Group. Its loss is mainly due to investment in R&D.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

IX. ANALYSIS OF MAJOR CONTROLLED AND INVESTED COMPANIES (continued)

Subsidiaries acquired and disposed of during the Year

v Applicable [ Not applicable

Method of acquirement and  Effect on the general

disposal of the subsidiary production, operation and

Company name during the Reporting Period  results

Wuhan Kangli Health Investment Management Co., Ltd. New establishment No material impact
(RERBREREEEERAAF)

Lijian (Guangdong) Animal Healthcare Co., Ltd. New establishment No material impact
(B (BR)FMREAERAR)

Macau Livzon Traditional Chinese Medicine Modernization New establishment No material impact
Technology Co., Ltd.
CRFBRPERREHRARRF])

Linfen Livzon Qiaoyuan Medicinal Materials Co., Ltd.* New establishment No material impact
(BRABKBREMBRLDR)

Shanghai Zhongtuo Pharmaceutical Technology Co., Ltd. Acquisition No material impact
(LB RBEMRERAR)

Gongshan Livzon Pharmaceutical Technology Limited Deregistration No material impact

(BUEBRERMRAERAR)

Description of major controlled and invested companies

v Applicable [ Not applicable

The application of the initial public offering and listing on the ChiNext Board made by Tianjin Tongrentang Group Co.,
Ltd.* (RERICEZE£BRMHBER A A)) (“Tianjin Tongrentang”), a major invested company, was accepted by the
Shenzhen Stock Exchange in June 2021; in January 2022, the Shenzhen Stock Exchange suspended the review of the
offering and listing of Tianjin Tongrentang due to an investigation on the engaged auditor by the CSRC; after the issuance
of a review report by the engaged auditor, the Shenzhen Stock Exchange resumed the review of the offering and listing of
Tianjin Tongrentang in March 2022.

On 5 September 2023, Tianjin Tongrentang convened the fourth meeting of the eighth session of the Board, during
which the resolution on the withdrawal of the application of the initial public offering and listing on the ChiNext Board
was considered and approved. Tianjin Tongrentang decided to adjust its listing strategy and decided to withdraw the
application documents for the initial public offering and listing on the ChiNext Board after careful study and consideration.

On 20 December 2023, Tianjin Tongrentang held the third extraordinary general meeting in 2023, at which the Resolution
on the Proposed Application for the Delisting of the Shares of Tianjin Tongrentang from NEEQ was considered and
approved. On 25 December 2023, Tianjin Tongrentang submitted the application materials for voluntary delisting to the

National Equities Exchange and Quotations Co., Ltd. and was accepted.

On 8 January 2024, National Equities Exchange and Quotations Co., Ltd. approved the delisting of the shares of Tianjin
Tongrentang with effect from 10 January 2024.

Save as disclosed above, please refer to the 2022 Annual Report of the Company for its investment in Tianjin Tongrentang.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

X. STRUCTURED ENTITIES CONTROLLED BY THE COMPANY
(1 Applicable v Not applicable

Xl. DETAILS OF MATERIAL INVESTMENT OR ACQUISITION PLAN OF
CAPITAL ASSET

Save as disclosed herein, the Group did not have any material investment or material acquisition of subsidiaries or
associated companies or other disclosable major events during the Year, nor did the Group have any other future plans on
material investments or capital assets.

Xil. DETAILS OF SUBSEQUENT EVENTS WITH MATERIAL IMPACT ON THE
GROUP AFTER THE ACCOUNTING PERIOD

Since the end of the accounting period, save as disclosed herein, there has been no subsequent event with material
impact on the Group.

Xlll. OTHER SIGNIFICANT EVENTS

During the Year, save as disclosed herein, the Company had no significant investment, material acquisition or disposal
involving any subsidiary or associated company, nor occurrence of other significant events which are required to be
disclosed.

XIV. PROSPECTS FOR FUTURE DEVELOPMENT

In 2024, the Group will always adhere to the mission of “prioritizing the quality of life of patients” and the vision of
“becoming a leader in the pharmaceutical industry”, further its advantages in the platform of innovative drugs and
high-barrier complex preparations, and steadily improve the efficiency of research and development. Simultaneously,
we shall strengthen management innovation, comprehensively improve the sustainable development capabilities of the
enterprise through digital and intelligent new technologies and new models, actively respond to industry policy changes,
and continue to deepen market promotion. The major task focuses are as follows:

Livzon Pharmaceutical Group Inc. | Annual Report 2023

1



/8

SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XIV. PROSPECTS FOR FUTURE DEVELOPMENT (continued)
1. Chemical drug preparations

In respect of innovative R&D, the Group will adhere to the dual-engine drive of independent development and technology
introduction, establish a differentiated product pipeline layout around gastroenterology, neurology and psychiatry,
assisted reproduction, anti-tumor and other core fields, and achieve the R&D of innovative drugs and high-barrier complex
preparations, strengthen and improve the R&D system, establish a research team with high operational efficiency, enhance
R&D efficiency, and accelerate the progress of projects under research; integrate resources, continue to strengthen external
cooperation, and facilitate the efficient implementation of R&D results by various forms including introduction of projects
and joint development, focusing on innovative projects with high barriers and independent intellectual property rights;
actively promote the internationalization process, and further promote the overseas registration application of drugs and
the development of emerging markets, so as to create new engines of sustainable and high-quality growth of the Group.

In respect of marketing, (1) the Group will focus on compliance marketing, with evidence marketing as the core, to
promote the rapid coverage of core varieties; (2) the Group will continued to strengthen the expansion of llaprazole (3 &
hrwe ), the core product in the field of digestion, in relevant potential departments under the guidance of medicine. In the
field of assisted reproduction, the Group will continue to increase the number of existing hospitals and the development
of new hospitals. In the psychiatry field - the Group will continue to expand the market layout in general hospitals; (3)
the Group will prepare for the launch of new product such as Triptorelin Acetate Microspheres for Injection (3 &1 3 B
M Bh I I ARG ER ) to rapidly expand their market shares; (4) the Group will improve brand building, leverage on the
out-of-hospital market and pharmacy coverage, and cooperate with “Expert Talk” Internet digital platform to consolidate

and enhance the product coverage and brand influence of OTC retail terminals.

In respect of production management, the Group will continue to strengthen internal operation management, enhance
intelligent manufacturing and automated production processes, enhance the operational efficiency of the supply chain,
and continuously improve product delivery capabilities; continue to strengthen the quality management of the entire
life cycle, attach great importance to product quality control, and ensure the effective operation of the quality system;
further increase investment in technological refinement, promote the application of green energy, save energy and reduce
consumption, reduce carbon emissions, and continue to improve the endogenous power of green and environmental
protection.

Livzon Pharmaceutical Group Inc. | Annual Report 2023



SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XIV. PROSPECTS FOR FUTURE DEVELOPMENT (continued)
2. Biological products

In 2024, the Company will continue to accelerate the progress of projects under research: promote the clinical trial of
Semaglutide Injection ( 7] 4% & ik )F 87 )& ) for the diabetes indication and the weight-loss indication, and promote the
marketing application of the diabetes indication; promote the phase Il clinical trials of Recombinant anti-human IL-17A/
F Humanized Monoclonal Antibody Injection ( E8 #8471 AIL-17A/F A R4t B8 32 [£ 471 82 )3 57 %% ) and Recombinant Human
Follitropin Alfa Solution for Injection (E 48 A {2 9P Y81 2= )3 57 % ) , and obtain the primary endpoint data of the phase
Il clinical trials; and promote the marketing application of Lipustobart for Injection (J+ & F§ F| & &% £ 8 #11) (PD-1).

In addition, the R&D of biological products will also take project establishment as the key goal. We will improve the
efficiency of the whole chain R&D platform such as early exploratory research, drug discovery, preclinical biological
evaluation and clinical development. We will introduce innovative talents and develop new technologies and new products
with independent intellectual property rights. We will accelerate the establishment of independent R&D projects in key
areas such as metabolism, cardiovascular and vaccine, and actively introduce new project development to further enrich
the Company'’s product layout in bio-innovative drugs.

In terms of product marketing, we will establish a production and marketing linkage mechanism, improve the
post-marketing adverse reaction monitoring/pharmacovigilance system, and improve the sales of Tocilizumab Injection (£
IR B8 471 )% 7% ) and other marketed products. At the same time, we will actively promote overseas registration and sales
market expansion to enhance the commercialization value of product.

In terms of production quality construction, we will continue to strengthen the quality system construction of workshops
for biological products, focused on ensuring the production quality, supply and compliance management of related
products, and to improve the enterprise’s quality management level and industrialization capability.

3. APIs and intermediates

In 2024, the API business department will continue to adhere to the guiding ideology of “securing safety and
environmental protection, enhancing quality, reducing costs, introducing new products, focusing on R&D and grabbing the
market”, continue to strengthen management, and further improve industry competitiveness.

In terms of marketing, in the face of the complicated and ever-changing market conditions and fierce competition pressure,
the Group will continue to deepen its cooperation with global strategic customers, increase the market development of
competitive products, deeply explore the market opportunities of the special APIs and new products, actively build product
pipeline, so as to improve the market coverage of products, and accelerate the network layout of global sales.

In terms of production, the Company will focus on environmental compliance and safety production, further improve
quality and reduce costs, reduce waste and emission of bulk products, continue to promote technology improvement for
special APIs, focus on promoting the research and development of high-end antibiotics and pet raw materials products,
improve the overall profitability of APls, and form a comprehensive competitive APIs industry platform.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XIV. PROSPECTS FOR FUTURE DEVELOPMENT (continued)
4. Traditional Chinese medicine preparations

In 2024, the Group will further promote the R&D progress of new projects such as “class 3.1 compound preparation of
famous ancient classical TCM (F AR AR 87 5 eh 538 5 84713 148) ", “class 2.2 new improved TCM (Fh ZE i R
BUErEE).248) " and “class 1.1 innovative TCM (A ZE A ¥ %21.148) ", and the layout of new products. In addition,
the Group will continue to conduct post-marketing research on key products that have been launched to provide strong
support for clinical rational use of drugs.

In terms of marketing: (1) in view of the lifting of the restrictions on the cancer types of Shengi Fuzheng Injection (£
EEFRIE )T H7%& ) in the new Medical Insurance Catalogue, the Company will strengthen the layout of Shengi Fuzheng
Injection (2 EE$K 1E /¥ §7)& ) in the whole oncology field and expand the coverage of medical institutions in 2024; (2)
deepen the sales layout of Anti-viral Granules (#71% & $8#%17 ), focus on retail and online markets, and strengthen brand
promotion; (3) cultivate potential products for the disease categories on which TCM have treatment advantages, fully
implement the sales of products such as Andrographolide Capsules (28 /[»3E N ESE 58 ), QianLie Suppository (R %] %7
¥, Bazheng Capsules (J\IE 232 ), Pediatric Lung-heat Cough Granules (/|52 i 2% I 8547 ), and create a echelon
of traditional Chinese medicine products with competitive barriers.

In addition, the Group will also continue to promote the research on key medicinal materials for core products and the
construction of green ecological planting bases, and comprehensively start from multiple dimensions such as medicinal
materials resources, planting and production bases, marketing and academic promotion, tradition and scientific research
innovation to achieve the development of Livzon’s ecologization, modernization and digitization in the field of TCM.

5. Diagnostic reagents and equipment

In 2024, Livzon Diagnostics will focus on the pipeline advantages of respiratory tract, autoimmunity and severe
infectious diseases and newly launched products, and strengthen marketing efforts with the support of the new immune
multi-functional integrated platform. Meanwhile, we will explore new customers on the basis of consolidating existing
sales, and enhance customers’ recognition of our brand and products. In addition, we will relentlessly promote sales
management reform and build a marketing team for future-oriented businesses.

In respect of R&D, Livzon Diagnostics will continue to focus on strategic areas including autoimmune diseases, respiratory
diseases, neurology and psychiatry, combined with continuous efforts on comprehensive deployment of upstream raw
materials, automated equipment and diagnostic reagents. Livzon Diagnostics will strengthen capabilities of self-dependent
innovation, and continue to launch products that meet the needs of clinical diagnosis and treatment.

In respect of production, Livzon Diagnostics will continue to optimize the production guarantee of key products, product
quality and promote the production of new product.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XV. RISKS AND RESPONSE MEASURES
1. Risk of changes in industrial policies

The pharmaceutical industry is significantly affected by changes in industrial policies. As China has been deepening
reforms of the pharmaceutical and health systems, the relevant systems of policies and regulations are further amended
and improved. For example, measures such as the enforcement and adjustment of the medical insurance catalogue, the
continuous implementation of centralized bulk-buying, new guiding principles for R&D and centralized rectification of the
pharmaceutical industry may have deep and lasting impact on the future development of the pharmaceutical industry, and
may also have different levels of impact on the Group’s R&D, production and sales. On 13 December 2023, the NHSA
issued the Catalogue of Drugs for National Basic Medical Insurance, Work-related Injury Insurance and Maternity Insurance
(2023) (EREABERR - TERBRMAES R %D B $£(20234))) (the "Medical Insurance Catalogue”).
In this adjustment, a total of 126 drugs were added to the Medical Insurance Catalogue while 1 drug was removed from
the Medical Insurance Catalogue. 143 drugs outside the Medical Insurance Catalogue participated in the negotiation
or bidding, among which, 121 drugs were negotiated or bid successfully, with a success rate of 84.6% and an average
price reduction of 61.7%, which were basically the same as 2022. After this round of adjustment, the total number of
medicines included in the Medical Insurance Catalogue reached 3,088, of which 1,698 were Western medicines, 1,390
were proprietary Chinese medicines and 892 were traditional Chinese medicine tablets.

Response measures: A total of 190 products of the Group are included in the Medical Insurance Catalogue, including
92 drugs in the class A list and 98 drugs in the class B list. After the adjustments to the Medical Insurance Catalogue
in 2023, the Group's product llaprazole Sodium for Injection (33 &% F3 & & +7 ¥ 4% ) continued to be included into the
negotiation catalogue. At present, the coverage of this product in hospitals with levels is still relatively low, and the new
reimbursement scope of “prevention of stress-ulcer bleeding in critically ill patients” was added in this negotiation and
the price reduction would benefit more patients. The Company will continue to expand the hospital coverage and product
sales, so as to mitigate the impact of adjustments to prices of the medical insurance payment on the stable growth of the
Company's results. In addition, Triptorelin Acetate Microspheres for Injection (7 &1 FA B B& il 3 I AR ER ) was also
included in the Medical Insurance Catalogue after negotiation in 2023. As a newly approved product, the product will be
actively purchased and clinically applied by medical institutions after being included in the Medical Insurance Catalogue. In
recent years, the adjustment work for the Medical Insurance Catalogue has been continuously improved and has entered
the era of dynamic adjustment. Subsequently, the Company will continue to pay close attention to changes in industrial
policies, strengthen its capability in responding to environmental changes such as policy orientation and industrial
policies and further establish and improve its compliant operation mechanism and system. In addition, the Company will
continue to increase R&D investment and strive to improve R&D innovation capabilities to further promote the healthy and
sustainable development of the enterprise.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XV. RISKS AND RESPONSE MEASURES (continued)
2. Risk of decline in the prices of products

Due to the fierce market competition, especially under the impact of many factors in various aspects, including medical
insurance, tenders, centralized bulk-buying and other industry policies, the pharmaceutical enterprises face pressure of
price decline. In March and November 2023, the proposed selection was concluded successively after the Eighth and
Ninth Rounds of State-Organized Drug Centralized Procurement Products, the price of the proposed drugs reduced by
56% and 58% on average, respectively. Price reduction was also reflected in the national medical insurance negotiations.
The national medical insurance negotiations for 2023 were completed in November 2023. There was an average price
reduction of 61.7% for the drugs newly admitted through negotiation and bidding.

Response measures: For volume-based procurement, though the prices of selected drugs may drop significantly, given the
guaranteed minimum purchase quantity of these drugs within the procurement cycle after being selected, the selected
enterprises can reduce the unit production cost of these drugs through large-scale production. In addition, if an enterprise
gains a certain amount of market share after being selected, it can also offset the impact of the price reduction, which
is of great significance for such enterprise to consolidate its market position in the industry. The Company continued
to pay close attention to the dynamic progress of the State centralized bulk-buying. In 2023, the Company’s products,
Voriconazole for Injection (JF &7 3 £K 37 52 ¥ ) and Cefodizime Sodium for Injection (3 &T /3 28 7 1 1= %) , had
participated in the eighth round centralized procurement bidding and were successfully selected, the sales revenue
of which accounted for 1.23% of the Company's total operating revenue in 2023. This price reduction for centralized
procurement will not have a significant impact on the Company’s operations. Moreover, the Company had no products
participating in the ninth round of centralized procurement. Deeper exploration will be made on existing products with
market potential and technical barriers. Reassessment of key drugs after their market launch and consistency evaluation of
the relevant drugs will be promoted actively, and product composition will be continuously optimized. For the negotiation
of medical insurance, the Company will continue to follow up the relevant national policies in real time, and strengthen
the clinical and pharmaco-economic research of its products in the post-launch stage, to actively respond to the future
adjustments to the medical insurance catalogue.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XV. RISKS AND RESPONSE MEASURES (continued)
3. Risk of R&D for new drugs

In general, pharmaceutical products are required to go through many processes and stages from R&D to market launch,
including pre-clinical research, application for clinical registration, approval for clinical trials, clinical trials, filing for
production registration, on-site inspection, and approval for production, with a long cycle involving many segments,
and the R&D result is subject to uncertainty, hence risk of R&D exists. Furthermore, after the product is successfully
researched and produced, the scale of market sales may also be affected by numerous factors. On 30 March 2020, the
State Administration for Market Regulation announced that the Administration Measures for Drug Registration (%% &
STME R PEE)) has come into effect on 1 July 2020. The Administration Measures for Drug Registration emphasizes
on the orientation of clinical value, encourages research and invention of new drugs, which have further enhanced the
efficiency in drug registration, in particular registration for innovative drugs. On 25 August 2023, the National Medical
Products Administration issued the Procedures for the Evaluation and Approval of the Listing Application for Conditional
Approval of Drugs (Trial) (Revision for Comments) (%2 g fff it E R BEAEH TIERF (H17) (1BFT
faBcokE R T5))) (the "Revision for Comments”), which mainly contains new provisions on the number of approvals
and strengthening post-marketing supervision of drugs. Pursuant to which, the provision “after a drug has been approved
for listing with conditions, in principle, no other similar drugs with the same mechanism, target and indications will
be allowed to apply similar clinical trials for conditional listing” avoids homogenization competition and promotes
high-quality innovation of domestic drugs.

Response measures: The Company will pay attention to unfulfilled clinical needs, invest in innovative R&D as we have
always pursued in the past, and continue to innovate, research and develop innovative drugs and high-barrier complex
preparations required urgently in clinical application and with a certain amount of high added-value. Meanwhile, the
Company will further improve the R&D and innovation systems, introduce and develop high-end talents, reinforce
the process regulation and risk management of the initiation of R&D projects, and concentrate efforts to make key
breakthroughs in the R&D of core products. The Company will also proactively carry out cooperation and introduction of
domestic and foreign innovative drugs, promote international development, and actively explore overseas markets. At the
same time, the Group's advantages in APIs will be fully utilized to reinforce the integration of APl and drug preparations
to ensure the long-term sustainability of the Company.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XV. RISKS AND RESPONSE MEASURES (continued)
4. Risk of fluctuations in the supply and prices of raw materials

Raw materials such as traditional Chinese medicinal materials, APIs, supplementary materials, and packaging materials
have been affected by a number of factors including macroeconomic factors, monetary policy, environmental protection
management, natural disasters, etc. Instances of limited supply or volatile fluctuations in prices may be resulted, which
may have certain impact on the profitability of the Company. In addition, the improvement of quality standards in the
national new Pharmacopoeia, the implementation of safety, environmental protection and other policies, as well as the
increase in the industrial chain cost of chemical raw materials have further aggravated the price increase of certain raw
materials.

Response measures: Firstly, the Company has already built its own GAP production base for some of the key categories
of the raw materials of traditional Chinese medicinal materials. Secondly, the Company will strengthen the inspection of
the price of upstream raw materials, and make rational arrangement for inventory and purchasing cycle to reduce risk.
Furthermore, the Company will refine production subject to guarantee on quality and implement effective cost control
measures. The raw materials for Ilaprazole series (3 % hzme Z%I|) products, Shengi Fuzheng Injection (2 EEHKIE /T
&77® ), Bismuth Potassium Citrate series (154% Z %)) products, reproduction series products, endocrine products and
psychiatric products, which are the Group's key drug preparation products, were supported by the entire industry chain
within the Group, therefore the supply and prices of these raw materials could maintain stability. Despite the relatively
significant increase in the price of certain raw materials for Anti-viral Granules (#71% 2 F8#17 ), the impact on the cost
of Anti-viral Granules (470 J% 2 $8 %1 ) is under control since the Group has taken response measures such as strategic
reserves of such raw materials, construction of medicinal herb bases and directly purchased such raw materials from
suppliers in the local area. In addition, prices of raw materials for the Group’s APl segment fluctuated to a certain
extent as a result of the impact of industry and trading policies at home and abroad. However, with its strategic reserve
procurement and futures hedging activities in a timely manner, the Company was able to control the cost of raw and
auxiliary materials, our production operation was not affected much.

5. Risk of environmental protection

During the production of APIs, a certain amount of wastewater, waste gas and waste residue may be produced.
As national and local environmental protection authorities step up their efforts in the supervision and control of
environmental protection and increasing social awareness on environmental protection, the environmental protection
requirements for production enterprises of APIs are becoming more stringent, and expenses of environmental protection
have been increasing, which will increase the operating costs of the Company. Some pharmaceutical enterprises are even
faced with the troubles of restricted production and production suspension due to environmental protection factors.

Response measures: The Company strictly complies with the national environmental protection policies and legal
requirements, and has formulated a strict safety and environmental protection management system. In the future, we
will further increase investments and efforts in environmental protection, conduct training and education on safety in a
timely manner, optimize internal control standards, and continuously improve equipment and facilities, process technology
and production process. Meanwhile, the management of pollutant discharge and resource utilization will be refined,
surveillance on major waste discharge units will be stepped up to continuously reduce pollutant and waste discharge and
improve the efficiency of energy and resource utilization and strictly monitor the risks of environmental protection. The
Group keeps practicing green and low-carbon operations and strives to achieve carbon neutrality by 2055.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

XVI. HOSTING RESEARCHES, COMMUNICATIONS AND INTERVIEWS DURING
THE REPORTING PERIOD

v Applicable  [J Not applicable
Method of Main contents discussed Index of basic information
Date of reception  Place of reception  reception Type of guests Name of quests  and information provided of research
16 January and Not Applicable Telephone Institution Boyu Capital, etc. ~ The quests inquired about the For details, please see the “Livzon
31 January 2023 communication Company's operations and future  Group: Record Chart of Investor
development plans, and the Relations Activities in January
Company answered according to~ 2023" published by the Company
the facts and did not provide any on Cninfo on 1 February 2023
written information.
8 February and Not Applicable Telephone Institution IronBirch Capital The quests inquired about the For detalls, please see the "Livzon
9 February 2023 communication Company's operations and future  Group: Record Chart of Investor
development plans, and the Relations Activities on 8 February
Company answered according to~and 9 February 2023" published
the facts and did not provide any by the Company on Cninfo on 10
written information. February 2023
20 February and Not Applicable Telephone Institution Penghua Fund, etc.  The quests inquired about the For detalls, please see the "Livzon
21 February 203 communication Company's operations and future  Group: Record Chart of Investor
development plans, and the Relations Activities on 20 February
Company answered according to~~ and 21 February 2023" published
the facts and did not provide any by the Company on Cninfo on 22
written information. February 2023
9 Februaryand 22 Not Applicable Telephone Institution Harvest Fund, etc. ~ The quests inquired about the For details, please see the “Livzon
February 2023 communication Company's operations and future ~ Group: Record Chart of Investor
development plans, and the Relations Activities on 9 February
Company answered according o and 22 February 2023" published
the facts and did not provide any by the Company on Cninfo on 23
written information. February 2023
28 February 2023 The office of the Field research, Institution Guosheng Securities,  The quests inquired about the For details, please see the "Livzon
Company telephone etc. Company's operations and future  Group: Record Chart of Investor
communication development plans, and the Relations Activities on 28 February
Company answered according o~ 2023" published by the Company
the facts and did not provide any on Cninfo on 2 March 2023
written information.
8 May 203 Not Applicable Telephone Institution and Institution and The guests inguired about the For details, please see the"Livzon
communication individuals individual investors ~~ Company's operations and future  Group: Record Chart of Investor
development plans, and the Relations Activities on 8 May
Company answered according to  2023"published by the Company
the facts and did not provide any ~ on Cninfo on 10 May 2023
written information.
8 May, 10 May, The office of the Field research, Institution Fullgoal Fund, etc. ~ The quests inquired about the For detalls, please see the “Livzon
11 May, 24 May Company telephone Company's operations and future  Group: Record Chart of Investor
and 25 May 203 communication development plans, and the Relations Activities in May 2023"

Company answered according to
the facts and did not provide any
written information.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

XVI. HOSTING RESEARCHES, COMMUNICATIONS AND INTERVIEWS DURING

THE REPORTING PERIOD (continued)

Method of Main contents discussed Index of basic information

Date of reception  Place of reception  reception Type of guests Name of quests  and information provided of research

1une, 2 Jungand ~ Not Applicable Telephone Institution Invesco Great Wall -~ The quests inquired about the For details, please see the “Livzon
7 June 203 communication Fund, etc. Company's operations and future  Group: Record Chart of Investor

development plans, and the Relations Activities in June 2023"
Company answered according to published by the Company on
the facts and did not provide any ~ Cninfo on 9 June 2023

written information.

5 July, 11 July, 12 July, The office of the Field research, Institution Wanjia Asset, etc. ~ The quests inquired about the For details, please see the “Livzon
13 Julyand 14 July ~ Company telephone Company's operations and future  Group: Record Chart of Investor
203 communication development plans, and the Relations Activities in July 2023"

Company answered according o published by the Company on
the facts and did not provide any ~ Cninfo on 14 July 2023
written information,

26 Julyand 28 July - The office of the Field research, Institution HTSC, etc. The quests inquired about the For detalls, please see the “Livzon
203 Company telephone Company's operations and future  Group: Record Chart (2) of Investor

communication development plans, and the Relations Activities in July 2023"
Company answered according to ~ published by the Company on
the facts and did not provide any ~ Cninfo on 31 July 2023
written information.

2 hugust and 9 August  The office of the Field research, Institution China Merchants Fund, ~ The quests inquired about the For detalls, please see the “Livzon

203 Company telephone e, Company's operations and future  Group: Record Chart of Investor
communication development plans, and the Relations Activities in August
Company answered according to ~ 2023" published by the Company
the facts and did not provide any  on Cninfo on 11 August 2023
written information.

25 hugust, 29 August,  The office of the Field research, Institution Penghua Fund, etc.  The quests inquired about the For detalls, please see the Livzon
30 Augustand 31 Company telephone Company's operations and future  Group: Record Chart (2) of Investor
August 2023 communication development plans, and the Relations Activities in August 2023

Company answered according to ~ published by the Company on
the facts and did not provide any ~ Cninfo on 20 September 2023
written information.

15 September and ~ The office of the Field research, Institution Ping An Securities, etc. - The quests inquired about the For details, please see the “Livzon
18 September 2023 Company telephone Company's operations and future  Group: Record Chart (1) of Investor

communication development plans, and the Relations Activities in September
Company answered accordingto 2023 published by the Company
the facts and did not provide any  on Cninfo on 20 September 2023
written information.

19 September 2023 Not Applicable Telephone Institution and Institution and The quests inquired about the For details, please see the “Livzon

communication individuals individual investors ~~ Company’'s operations and future  Group: Record Chart (2) of Investor
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

XVI. HOSTING RESEARCHES, COMMUNICATIONS AND INTERVIEWS DURING

THE REPORTING PERIOD (continued)

Method of Main contents discussed Index of basic information
Date of reception  Place of reception  reception Type of guests Name of quests  and information provided of research
25September 2023 TheofficeinHong ~~ Others Institution (SFG, efc. The quests inquired about the For details, please see the “Livzon
Kong Company's operations and future  Group: Record Chart (3) of Investor
development plans, and the Relations Activities in September
Company answered accordingto 2023 published by the Company
the facts and did not provide any  on Cninfo on 25 September 2023
written information.
25 October 2023 The office of the Telephone Institution Penghua Fund, etc. ~ The guests inquired about the For details, please see the "Livzon
Company communication Company's operations and future  Group: Record Chart of Investor
development plans, and the Relations Activities in October
Company answered according o~ 2023" published! by the Company
the facts and did not provide any  on Cninfo on 26 October 2023
written information.
31 October 2023 The Shenzhen Stock ~~ Others Institution and Institution and The guests inguired about the For details, please see the "Livzon
Exchange building individuals individual investors ~ Company’'s operations and future  Group: Record Chart (2) of Investor
development plans, and the Relations Activities in October
Company answered according to~ 2023" published by the Company
the facts and did not provide any  on Cninfo on 31 October 2023
written information.
31 October, The offce of the Field research, Institution CICCAM, etc. The quests inqired about the For details, please see the “Livzon
1 November, Company telephone Company's operations and future  Group: Record Chart of Investor
2 November and communication development plans, and the Relations Actvities in October and
3 November 2023 Company answered according to~ November 2023" published by the

the facts and did not provide any
written information,

Company on Cninfo on 6 Noverber
203

XVILIMPLEMENTATION OF THE “IMPROVEMENT IN BOTH QUALITY AND

RETURN” ACTION PLAN

Whether the Company disclosed the “improvement in both quality and return” action plan

[1Yes v No
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

XVIIl. OTHER EVENTS
1. Reserves

Details of the amounts and movements of reserves of the Group during the Year are set out in “Consolidated Statement
of Changes in Shareholders’ Equity” and “Note V. 39. Surplus reserve” to the financial statements in the Report.

2. Distributable reserves

As at 31 December 2023, the distributable reserves of the Company calculated in accordance with China Accounting
Standards for Business Enterprises amounted to RMB3,956 million (31 December 2022: RMB4,035 million).

3. Fixed assets

Details of movements in fixed assets during the Year are set out in “Note V. 12. Fixed assets” to the financial statements
in the Report.

4, Connected/Related transactions

Details of connected/related transactions are set out in Section VI of the Report,

5. Management contracts

No contract concerning the management or administration of the whole or any substantial part of the operation of the
Company was entered into or existed during the Year.

6. Review by Audit Committee

The financial results for the year ended 31 December 2023 have been reviewed by the Audit Committee of the Company.
For the details of “KEY AUDIT MATTERS”, please refer to “AUDIT REPORT" in Section X of the Report.

7. Relationship with employees, customers and suppliers

The Group's success is also attributable to the supports from employees, customers, suppliers and Shareholders. (1)
Employees: The Group highly values our employees and persists in the people-oriented philosophy. The Group has
established an effective award mechanism and improved the training system, aiming to enhance the employees’
comprehensive ability to facilitate their career development and promotion within the Group, which in turn enhances
the performance of the Company and achieves a win-win situation. (2) Customers: The Group is committed to provide
quality products and professional services for customers with the ultimate goal of satisfying customers’ needs. The Group
has maintained a good relationship and enhanced communication with customers through various manners in order to
strengthen their recognition and enlarge market shares. (3) Suppliers: The Group continues to maintain good relationship
and communication with suppliers. A win-win cooperation strategy has been established between the Group and the
suppliers for enhancing supply chain management and avoiding quality incidents while reducing production costs so as
to improve long-term profit growth. (4) Shareholders: The Group takes active measures in enhancing corporate value for
Shareholders and continuously strengthens investor relations management. The Group will make the most of overseas and
domestic financing platforms to improve the Company’s capital and debt structures. Shareholders will be rewarded with
stable dividend payouts after taking into account the capital adequacy and fulfilling business expansion needs.

8. Permitted indemnity provision

During the Year, the Company has taken out liability insurance coverage for its Directors, Supervisors and senior
management against liabilities to third parties that may be incurred in the course of performing their duties.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XVIIl. OTHER EVENTS (continued)
9. Compliance with laws and regulations

As confirmed by the Group, during the Year, it has continuously complied with relevant laws and regulations that have
material impact on the Company, and has maintained a good working relationship with regulatory authorities through
efficient communication.

10. Environmental policies and performance

For details of the Group's environmental policies and performance during the Year, please refer to relevant contents in the
paragraph headed “3. Safe production and environmental protection” under “II. SOCIAL RESPONSIBILITY" in Section V of
the Report.

XIX. REPURCHASE, SALE OR REDEMPTION OF SECURITIES

Repurchase of A Shares

2022 Repurchase Plan of A Shares:

On 25 October 2022, the repurchase of part of the Company’ A Shares scheme (the “Repurchase Scheme”) had been
considered and approved at the 2022 third extraordinary general meeting, the 2022 third class meeting of A Shareholders
and the 2022 third class meeting of H Shareholders of the Company. In order to promote the stable development of
the Company and effectively safeguard the interests of the Shareholders, the Company intends to use its own funds to
repurchase part of its A Shares by means of centralized bidding, and all the repurchased shares will be cancelled to reduce
the registered capital. According to the Repurchase Scheme, the repurchase price shall not exceed RMB40.00 per A Share.
The aggregate amount of funds to be used by the Company for the repurchase shall not be less than RMB400 million
(inclusive) and not more than RMB800 million (inclusive).

The implementation period of the Repurchase Scheme (the “Repurchase Period”) was twelve months from 25 October
2022. As at 25 October 2023, the Company made a total repurchase of 11,614,548 A Shares of the Company (the
“Repurchased A Shares”) by means of centralized bidding transactions pursuant to the Repurchase Scheme during the
Repurchase Period, accounting for 1.24% and 1.86% of the total issued share capital and the total issued A Shares of
the Company, respectively. The highest purchase price was RMB37.34 per share, while the lowest purchase price was
RMB32.25 per share. The aggregate amount of funds used for the repurchase was RMB402.0169 million (excluding the
transaction costs). The monthly report on the repurchase of A Shares by the Company during the Repurchase Period is as
follows:

Total funds used

Maximum Minimum (RMB0'000,

Number of  purchase price  purchase price excluding

repurchases per share per share transaction

Month (shares) (RMB/share) (RMB/share) costs)
December 2022 1,696,100 35.50 32.25 5,592.57
February 2023 2,169,893 34.99 34.01 7,443.17
March 2023 1,366,055 35.00 34.50 4,740.81
April 2023 597,000 34.96 34.55 2,080.01
August 2023 663,500 33.50 32.77 2,198.30
September 2023 5,122,000 37.34 33.50 18,146.83
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XIX. REPURCHASE, SALE OR REDEMPTION OF SECURITIES (continued)
Repurchase of A Shares (continued)

On 4 December 2023, the Company had completed the cancellation procedures for the above repurchased shares on the
Shenzhen Stock Exchange and CSDCC.

2023 Repurchase Plan of A Shares:

On 19 December 2023, the repurchase of part of the Company’s A Shares scheme (the “Repurchase Scheme”) had
been considered and approved at the 2023 Third Extraordinary General Meeting, the 2023 Second Class Meeting of A
Shareholders and the 2023 Second Class Meeting of H Shareholders of the Company. In order to promote the stable
development of the Company and effectively safequard the interests of the Shareholders, the Company intends to use its
own funds to repurchase part of its A Shares by means of centralized bidding, and all the repurchased shares this time
will be cancelled for reducing the registered capital. According to the Repurchase Scheme, the repurchase price shall
not exceed RMB38.00 per A Share. The aggregate amount of funds to be used for the repurchase shall not be less than
RMB400 million (inclusive) and not more than RMB600 million (inclusive).

The implementation period of the Repurchase Scheme (the “Repurchase Period”) was twelve months from 29
December 2023. As at 29 February 2024, the Company has repurchased a total of 2,152,600 A shares of the Company
("Repurchased A Shares”) by means of centralized bidding transactions pursuant to the Repurchase Scheme during the
Repurchase Period, accounting for 0.23% of the total issued share capital of the Company and 0.35% of the total number
of issued A Shares. The highest purchase price was RMB35.15 per share, while the lowest purchase price was RMB32.95
per share. The aggregate amount of funds utilized was RMB73.4365 million (excluding the transaction costs). The
repurchased A Shares have not been canceled. The monthly report on the repurchase of A Shares during the Repurchase
Period is as follows:

Total funds used

Maximum Minimum (RMB0'000,

Number of  purchase price  purchase price excluding

repurchases per share per share transaction

Month (shares) (RMB/share) (RMB/share) costs)
January 2024 1,553,500 35.15 33.73 5,340.15
February 2024 599,100 33.95 32.95 2,003.50
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XIX. REPURCHASE, SALE OR REDEMPTION OF SECURITIES (continued)

Repurchase of H Shares

During the Reporting Period, the Company had not repurchased H shares.

On 19 December 2023, the grant of general mandate to the Board to repurchase H shares of the Company had been
considered and approved at the 2023 Third Extraordinary General Meeting, the 2023 Second Class Meeting of A
Shareholders and the 2023 Second Class Meeting of H Shareholders of the Company.

Pursuant to the general mandate to repurchase H Shares of the Company, as at 29 February 2024, the Company
repurchased a total of 2,476,300 H Shares of the Company, accounting for 0.27% of total share capital of the Company.
The highest purchase price was HKD25.15 per share, while the lowest purchase price was HKD23.05 per share. The
aggregate amount of funds utilized was HKD60.3633 million (excluding the transaction costs). The monthly report on the
repurchase of H Shares is as follows:

Total funds

Maximum Minimum used (HKD0'000,

Number of  purchase price  purchase price excluding

repurchases per share per share transaction

Month (shares) (HKD/share) (HKD/share) costs)
January 2024 2,317,500 25.15 23.05 5,662.17
February 2024 158,800 23.95 23.15 374.16

Save as disclosed above, throughout the period from 1 January 2023 to 31 December 2023, neither the Company nor any
of its subsidiaries repurchased, sold or redeemed any of the listed securities of the Company.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XX. PROPOSED SPIN-OFF AND LISTING OF LIVZON DIAGNOSTICS

Reference are hereby made to the announcements dated 9 August 2020 and 10 August 2020, 16 October 2020 and 17
October 2020, 23 October 2020 and 24 October 2020 and the circular dated 4 November 2020 (the “Circular”) and the
circular dated 19 December 2023 of the Company published on the Company's website, HKEXnews and Cninfo.

On 7 August 2020, in order to strengthen the overall dominant position of the Group in diagnostic reagents and equipment
through the capital market, improve financing efficiency and leverage the advantages of the listing platform of subsidiary,
the Board of the Company considered and approved the resolutions on the proposed spin-off and A share listing of Livzon
Diagnostics. As at the same date, the Company held approximately 39.425% of the shares of Livzon Diagnostics, which is
a controlling subsidiary of the Company.

On 16 October 2020, the Company was notified by the Hong Kong Stock Exchange that the Listing Committee had agreed
that the Company may proceed with the proposed spin-off pursuant to Practice Note 15 under the Hong Kong Listing
Rules, and had agreed to grant a waiver from strict compliance with the applicable requirements in relation to the assured
entitlement under paragraph 3(f) of Practice Note 15 under the Hong Kong Listing Rules in connection with the proposed
spin-off and the proposed A share listing.

On 23 October 2020, the Board of the Company considered and approved the proposed spin-off of Livzon Diagnostics
for listing on the ChiNext Board of the Shenzhen Stock Exchange. Subject to approvals by the Shareholders and the
relevant PRC regulators, Livzon Diagnostics currently proposes to issue and list A shares on the ChiNext Board of the
Shenzhen Stock Exchange by way of offline placing and online subscription by the public in the PRC market or other
issuance methods as may be authorized by CSRC or the Shenzhen Stock Exchange. It is anticipated that the Company shall
maintain not less than 29.57% of the total issued share capital of Livzon Diagnostics after completion of the proposed A
share listing.

The new shares proposed to be issued by Livzon Diagnostics will result in a dilution of the Company’s equity interest in
Livzon Diagnostics, and if materialized, the proposed spin-off and the proposed A share listing will constitute a deemed
disposal of the Company’s equity interest in Livzon Diagnostics. According to the data available to the Company as at
the Latest Practicable Date of the Circular, all of applicable percentage ratios in relation to the proposed spin-off and
the proposed A share listing were less than 5%. Therefore, according to Chapter 14 of the Hong Kong Listing Rules, the
proposed spin-off and the proposed A share listing does not constitute a notifiable transaction of the Company. However,
the proposed spin-off is required to obtain approval by the general meeting of the Company in order to comply with the
relevant PRC laws and regulations.

On 20 November 2020, the proposed spin-off was considered and approved at the 2020 fourth extraordinary general
meeting of the Company. Livzon Diagnostics completed the filing for registration of tutoring at the Guangdong CSRC
Bureau in November 2020.

On 10 November 2023, through comprehensively considering the changes in the capital market environment, the
Company’s own operating conditions and its future business strategy positioning and making overall arrangements for
business development and capital operation planning, the Board of the Company considered and approved the termination
of the preparation for the spin-off and listing of Livzon Diagnostics on the ChiNext Board of the Shenzhen Stock Exchange
(the “Termination of the Spin-off”), and the application for listing of Livzon Diagnostics on the National Equities Exchange
and Quotations (NEEQ) (the “Proposed Spin-off on NEEQ"). After the listing, Livzon Diagnostics will seek listing on the

Beijing Stock Exchange as and when appropriate.

Livzon Pharmaceutical Group Inc. | Annual Report 2023



SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XX. PROPOSED SPIN-OFF AND LISTING OF LIVZON DIAGNOSTICS (continued)

On 8 December 2023, the Company was notified by the Hong Kong Stock Exchange that the Listing Committee of the
Hong Kong Stock Exchange has agreed that the Company may proceed with the Proposed Spin-off on NEEQ under Practice
Note 15 of the Hong Kong Listing Rules and has agreed to grant a waiver from strict compliance with the applicable
requirements in relation to the assured entitlement under paragraph 3(f) of Practice Note 15 of the Hong Kong Listing
Rules in connection with the Proposed Spin-off on NEEQ.

On 12 January 2024, the Termination of the Spin-off and the Proposed Spin-off on NEEQ were considered and approved
at the 2024 first extraordinary general meeting of the Company.

As at the disclosure date of the Report, Livzon Diagnostics has not submitted any other application or filing to the
National Equities Exchange and Quotations Co., Ltd. and the relevant regulatory authorities of the PRC.

XXI. NON-PUBLIC ISSUANCE OF A SHARES

To achieve the long-term strategic development goals of the Company that adhere to innovative R&D and improved
product layout, and to supplement liquidity, repay bank loans and optimize the asset and liability structure as well as
financial status of the Company, the plan of non-public issuance of A Shares of the Company (the “Issuance”) was
considered and approved at the 2015 third extraordinary general meeting of the Company held on 21 December 2015,
while the adjustments to the number of issuance, pricing methods and issue price for the Issuance were considered and
approved at the 2016 second extraordinary general meeting of the Company held on 25 April 2016.

The Issuance was completed as approved by the CSRC on 19 September 2016. The number of shares under the Issuance
was 29,098,203 A Shares. The gross proceeds from the Issuance amounted to RMB1,457,819,970.30, and after deducting
total issuance expenses of RMB37,519,603.53, the net proceeds were RMB1,420,300,366.77. On 20 September 2017,
37,827,664 restricted A Shares under the Issuance were issued and listed (after the 2016 profit distribution plan of the
Company was completed, the number of restricted shares under the Issuance increased from 29,098,203 A Shares to
37,827,664 A Shares).

Historical events

On 24 March 2017, the Company convened the thirty-fifth meeting of the eighth session of the Board and, after full
inspection of the progress of projects invested with the proceeds from the Issuance in 2016, considered and approved the
adjustments to projects invested with the proceeds of which the difference between the originally planned use of proceeds
and the actual use of proceeds exceeds 30%. Adjusted projects include the major investment plan of the “Project for
in-depth development and industrialization upgrade of innovative Ilaprazole series ( 3 & iy e Z 51 Bl 3T & G0 )% € 52 2%
N EFE(LFHIER) "and the major investment plan of increased capital injections in Livzon MAB for the construction
of “Project for research & development and industrialization of therapeutic antibody-based drugs (& & FA #7182 2%
et E S (L 2R IEFH )" (the "Adjustments”). The Adjustments were made by the Company on the basis of the
actual progress of the projects invested with the proceeds. Adjustments were made only to the plans for use of proceeds
in each of the subsequent years of the relevant projects invested with the proceeds and the industrialization investment
construction period of projects invested with the proceeds, without changing the investment directions with the proceeds.
The Adjustments were considered and approved at the 2016 annual general meeting of the Company on 23 June 2017.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXI. NON-PUBLIC ISSUANCE OF A SHARES (continued)
Historical events (continued)

On 2 August 2017, to enhance the efficient use of raised funds and ensure the normal implementation of projects, the
Company convened the second meeting of the ninth session of the Board to consider and approve the proposed changes
of and adjustments to the projects invested with proceeds from the Issuance (the “Changes and Adjustments”) as follows:
(i) proposal to make changes to “Increased capital injections in Livzon MAB for the construction of ‘Project for research
& development and industrialization of therapeutic antibody-based drugs’ (¥ EBIA B I IE B IR EE R B A E
wynif e EEZLERIER "), and (i) proposal to make adjustments to the sub-project under the “Construction
project for research & development platform for prolonged-action microsphere technologies (& U BR L T 25 S &
Z:XIEH ) ". Upon completion of the Changes and Adjustments, the Company will use its own funds to invest in the
“Construction project for research & development and industrialization of therapeutic antibody-based drugs (& & A 1
RE ey I e Bl E F L @RI B ) . The Changes and Adjustments were considered and approved at the 2017 first
extraordinary general meeting of the Company on 19 September 2017.

On 23 March 2018, the Company convened the eleventh meeting of the ninth session of the Board to consider and
approve the adjustment to the plans for the use of proceeds of projects invested with proceeds from the Issuance,
including the plan for the use of proceeds of “Project for in-depth development and industrialization upgrade of innovative
llaprazole series (3 & Hi M 2 51| &I 2 qo R E 7 8 ME L FH A& IE B ) " and the plan for the use of proceeds
of “Relocation and expansion project of Livzon Group Xinbeijiang Pharmaceutical Manufacturing Inc. (first phase) (B8
WEEFNILTRERMABRARMBIEZEZERD (—H))". The adjustments were made by the Company on the
basis of the actual progress of the projects invested with the proceeds. The adjustments were made only to the plans for
use of proceeds in each of the subsequent years of the projects invested with proceeds, without changing the investment
directions with the proceeds. The adjustments were considered and approved at the 2017 annual general meeting of the
Company on 21 May 2018.

On 17 August 2018, the Company convened the eighteenth meeting of the ninth session of the Board to consider
and approve the “Proposal relating to reassessment and continuation of the project invested with the proceeds from
non-public issuance (KEARNE#mBEL EBEMIFELAFETEEE LR ETRBHZEE))" pursuant to which
the “Relocation and expansion project of Livzon Group Xinbeijiang Pharmaceutical Manufacturing Inc. (first phase) ( B8 Tk
EEFILTIRER D ERAFTKEBIEZIEE (—H))", a project invested with the proceeds that was postponed
for over one year, was reassessed and was determined to be continued after making adjustments to its construction
period.

On 27 March 2019, the Company convened the twenty-fifth meeting of the ninth session of the Board to consider
and approve the Proposal on transferring assets relating to part of projects invested with the proceeds and change of
sub-projects under projects invested with the proceeds (KR EE S NP EEE SR EBHAHBEEEE
BHEEESIREAEE FEBAEZE)) Pursuant to which, the Board agreed (i) to transfer to Shanghai Livzon the
ownership of the product and technologies of the sub-project “Leuprorelin Acetate Sustained Release Microspheres for
Injection (3 months) (JE &7 F BE B8 == R Im MR AE FE B BR(3ME A ) )" (the “Project”) under the “Construction project for
research & development platform for prolonged-action microsphere technologies (RS ER B TR 35 F & 2R IEE ) ",
(i) the Company would subsequently no longer invest in the Project by using the proceeds from the Issuance; (iii) to adjust
the total investment with the proceeds in the sub-project “Construction project for microsphere workshop of Livzon Group
Livzon Pharmaceutical Factory (BE TR S B B IR B MR A PR EE I 22 5% T8 B ) " under the “Construction project for
research & development platform for prolonged-action microsphere technologies (&= & il Bk E T A 3% F 4 @2 %18 H ) "
from RMB163.9333 million to RMB198.455 million. Such resolution was considered and approved at the 2018 annual
general meeting of the Company on 30 May 2019.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXI. NON-PUBLIC ISSUANCE OF A SHARES (continued)
Historical events (continued)

On 25 March 2020, the Company convened the thirty-seventh meeting of the ninth session of the Board to consider
and approve the “Resolution on Alteration to Certain Projects Invested with Proceeds and Adjustment to Investment
Plan and Utilization of Part of Proceeds for Permanent Replenishment of Working Capital (AR E B Lo HEE S
KREBBRABRKREFEA BB EEESKAMARDELHZEZ))". Pursuant to which, the Board
approved (i) alteration to the sub-projects under the “Project for in-depth development and industrialization upgrade of
innovative llaprazole series (X E R W R B E R FERBEREZ(LFAHREER)" (the "llaprazole Project”)
and adjustment to the investment plan; (ii) alteration of use of proceeds of the sub-projects “llaprazole Optical Isomer
Preparation (X & My B2 R RERIM|) " and “llaprazole Compound Preparation (3 & f7 M 48 75 RUA|) " under
the llaprazole Project to permanent replenishment of working capital; (iii) alteration to the sub-projects of “Construction
project for research & development platform for prolonged— action microsphere technologies (& 2 ik BR 3 T #f 3% 7
S FERIEB )" (the "Prolonged-action Microsphere Project”) and adjustment to the investment plan; (iv) inclusion of a
new sub-project of “Construction of the chemical drug lyophilized powder injection workshop (1t %% & &7 ¥ $1 &5 fif] 22
%) " under the llaprazole Project; and (v) inclusion of a new sub-project of “Construction of sustained-release implants
workshop (4B #2118 A B E &%) " under the Prolonged-action Microsphere Project. Such resolution was considered
and approved at the 2019 annual general meeting of the Company on 25 May 2020.

On 25 August 2020, the Company convened the third meeting of the tenth session of the Board to consider and
approve the Resolution on Alteration to the Implementing Entity for Certain Projects Invested with Proceeds and
Increasing Capital to a Wholly-owned Subsidiary KBERNE E X D EEE KR EBHAEMRTEERNE2E TA
A& K% 22 )) and agreed to (i) alter the implementing entity of the Prolonged-action Microsphere Project from the
Company and Pharmaceutical Factory, a wholly-owned subsidiary of the Company, to the Company and Zhuhai Livzon
Microsphere Technology Co., Ltd. (¥k/& T B BR i Bk B £ B IR A &) (“"Microsphere Technology”, a wholly-owned
subsidiary of the Company). After the change, the sub-projects of “Construction project for microsphere workshop”
and “Construction of implants workshop” will be implemented by Microsphere Technology; (ii) inject capital increase of
RMB208.79211 million in cash to Microsphere Technology by the Company with its own funds and inject capital increase
of RMB139.19474 million to Microsphere Technology by Pharmaceutical Factory in the form of its own production assets
related to microsphere preparations (including fixed assets formed by using the proceeds) which have been evaluated by
a qualified evaluation agency, resulting in a total of capital increase of RMB347.98685 million to Microsphere Technology
by these two parties. After completion of such capital increase, the registered capital of Microsphere Technology will be
RMB353.48685 million; and (iii) adjust the organizational structure, platform cooperation and staffing of business of the
prolonged-action sustained-release microsphere preparation. Such alteration did not result in a substantive change in the
total investment, implementation location and construction content of the Prolonged-action Microsphere Project. The total
investment is still RMB411.4133 million. The Prolonged-action Microsphere Project will be jointly implemented by the
Company and Microsphere Technology.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXI. NON-PUBLIC ISSUANCE OF A SHARES (continued)
Historical events (continued)

On 16 November 2020, the Company convened the fifth meeting of the tenth session of the Board to consider and
approve the Resolution on Adjustment to the Implementation Site and Investment Plan of a Sub-project under Certain
Project Invested with Proceeds (R FARLHEEE SR EBE FHEE Bt I RIREFTEIMNZESR)), and
agreed to adjust the implementation site and investment plan of “Construction of the chemical drug lyophilized power
injection workshop (b Z& R & ¥y $TEE RE &2 5% ) “ (the "Sub-project”), a sub-project under the llaprazole Project. The
construction period shall remain two years, and the implementation bodies shall remain unchanged. The production
equipment originally purchased with the proceeds will continue to remain in the original construction site for use by other
projects of the Company. To ensure the use of proceeds for designated purpose, the Company will apply its own funds
in replacement of the proceeds of RMB7.4793 million used for cleaning and decorating the workshop and purchasing
equipment. After the adjustment, the total investment in the llaprazole Project will remain to be RMB295.6272 million,
and the investment amount in the Sub-project will remain to be RMB102.60 million. The resolution has been considered
and approved at the 2020 fifth extraordinary general meeting of the Company held on 11 December 2020.

On 22 March 2021, in view of the fact that the investment progress of the proceeds from the “Project for in-depth
development and industrialization upgrade of innovative llaprazole series (3 4y W Z 5| AIFT E BFE B R E
E(FA4IER )" (the "Project”) in 2020 did not meet expectations, the Company convened the fourteenth meeting of
the tenth session of the Board to consider and approve the Resolution on Adjustment to the Investment Plan of Certain
Project Invested with Proceeds ((BER AR D EE LR EHBE R ETEIREZE)), which intended to adjust
the investment plan of the Project. The adjustments were made only to the plans for use of proceeds in each of the
subsequent years of the Project, without changing the investment directions with the proceeds. The resolution has been
considered and approved at the 2020 annual general meeting of the Company held on 20 May 2021.

During the Reporting Period, the Company did not make any adjustment to the investment plan of proceeds.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

XXII.SHARE OPTIONS INCENTIVE SCHEMES
1. The 2018 Share Options Incentive Scheme

Details of the allocation and exercise of the first grant of the 2018 Share Options Incentive Scheme (the “First Grant”) are
set out in the table below:

Unit: 0°000 share options

During the Reporting Period
Number of  Number of ~ Numberof  Numberof  Number of

share share share share share

Incentive options options options options options

participant Position granted vested  exercsed lapsed  cancelled“”

Tang Yanggang Executive Director, President - - - = 6.0840

Tao Desheng Vice Chairman and Non- - - - - 76050
Executive Director

Xu Guoxiang Vice Chairman, Executive - - - - 16050

Director, Vice President

Yang Daihong Vice Prsident - - - - 6.0840

S Yanxia Vice Prsident, Chief Financial - - - - 6.0840
Offcer

Thou Peng Vice President - - - - 40560

Huang Yuxuan Vice President - - - - 35490

Xu Peng Vice Prsident = = = B 3040

Yang Liang Vice President, Secretary to the - - - - 35490

Board, Company Secretary

P = = = = 30420

= = = SRSV E

Hou Xueme! Mid-level management
Mid-level management and relevant core personnel of the

Company (1,023 persons)

Notes: (1) The registration of the First Grant of the 2018 Share Options Incentive Scheme was completed on 28 September 2018.
Therefore, at the Beginning of the Reporting Period, the total number of share options that can be granted under the
First Grant was 0.

(2) The grant date of the aforesaid share options is 11 September 2018, and the exercise price is RMB47.01 per A Share
(the exercise price was adjusted to RMB36.16 per A Share on 28 August 2019). For details of the vesting period
(namely vesting period) and exercise period, please refer to the relevant contents of “Vesting period, exercise period
and exercise date” and "Performance target and individual performance assessment” under “The 2018 Share Options
Incentive Scheme” in Section Ill of the 2022 Annual Report of the Company. The total fair value of the aforesaid
share options as at the date of grant (11 September 2018) was RMB23.7667 million. For details of the fair value and
accounting policies of such share options, please refer to the relevant contents of “Fair value and accounting policies of
the share options” under “The 2018 Share Options Incentive Scheme” in Section Ill of the 2022 Annual Report of the
Company. The exercise period of the share options under the First Grant expired on 27 September 2022, as a result the
share options held as at 1 January 2023 had lapsed.

(3) Hou Xuemei is the spouse of Tao Desheng, a Director of the Company, and is the close associate of Tao Desheng under
the Hong Kong Listing Rules.

(4) On 10 September 2018 (one day before the grant date), the closing price of the A Shares of the Company was
RMB36.66 per share.

(5) The cancellation of the share options under the First Grant was completed on 7 March 2023. Therefore, at the End of
the Reporting Period, the total number of share options under the First Grant was 0.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

XXII.SHARE OPTIONS INCENTIVE SCHEMES (continued)
1. The 2018 Share Options Incentive Scheme (continued)

Details of the allocation and exercise of the reserved grant of the 2018 Share Options Incentive Scheme (the "Reserved
Grant"”) are set out in the table below:

Unit: 0°000 share options

During the Reporting Period
Number of
Number of - Number of Number of Number of share
share share share share  options
options  options options options cancelled”
granted  vested exercised lapsed Y

- - - - 45078

Incentive participant

Mid-level management
and core personnel of
the Company
(157 persons)

Notes: (1) The registration of the Reserved Grant of the 2018 Share Options Incentive Scheme was completed on 28 October
2019. Therefore, at the Beginning of the Reporting Period, the total number of share options that can be granted under
the Reserved Grant was 0.

(2) The grant date of the aforesaid share options was 28 August 2019, and the exercise price was RMB28.87 per share.
For details of the vesting period (namely vesting period) and exercise period, please refer to the relevant contents in
"Vesting period, exercise period and exercise date” and “Performance target and individual performance assessment”
under “The 2018 Share Options Incentive Scheme” in Section Il of the 2022 Annual Report of the Company. The total
fair value of the aforesaid share options as at the date of grant (28 August 2019) was RMB7.2043 million. For details
of the fair value and accounting policies of such share options, please refer to the relevant contents of “Fair value
and accounting policies of the share options” under “The 2018 Share Options Incentive Scheme” in Section Il of the
2022 Annual Report of the Company. The exercise period of the share options under the Reserved Grant expired on 27
October 2022, as a result the share options held as at 1 January 2023 had lapsed.

(3) On 27 August 2019 (one day before the grant date), the closing price of A Shares of the Company was RMB29.39 per
share.

(4) The cancellation of the share options under the Reserved Grant was completed on 7 March 2023. Therefore, at the End
of the Reporting Period, the total number of share options under the Reserved Grant was 0.

The exercise period of the First Grant and the Reserved Grant expired on 27 September 2022 and 27 October
2022, respectively. All the share options under the First Grant and the Reserved Grant lapsed on 1 January 2023,
and such share options had been cancelled on 7 March 2023, on which the 2018 Share Options Incentive Scheme
has been terminated.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXII.SHARE OPTIONS INCENTIVE SCHEMES (continued)
2. The 2022 Share Options Incentive Scheme

On 29 August 2022, the Company convened the thirty-fourth meeting of the tenth session of the Board to consider and
approve the “2022 Share Options Incentive Scheme of the Company (Draft)” ({20224 i% Z EAfE i BT & (R %) ))”
and its summary (the “2022 Share Options Incentive Scheme"”), pursuant to which, it was proposed to grant to incentive
participants 20,000,000 share options which involved a total of 20,000,000 ordinary A Shares. In particular, there would
be 18,000,000 shares options under the first grant (the “First Grant"), representing 90.00% of the total number under
the 2022 Share Options Incentive Scheme, and 2,000,000 shares options under the reserved grant (the “Reserved Grant”),
representing 10.00% of the total number under the 2022 Share Options Incentive Scheme.

Pursuant to Chapter 17 of the Hong Kong Listing Rules, the 2022 Share Options Incentive Scheme constitutes a share
scheme. The Company was exempted from strict compliance with Note (1) to Rule 17.03(9) of the Hong Kong Listing
Rules with respect to the exercise price of share options that may be granted under the 2022 Share Options Incentive
Scheme.

On 21 September 2022, the Company convened the thirty-sixth meeting of the tenth session of the Board to consider and
approve the amendments to the terms of the 2022 Share Options Incentive Scheme, and approve the 2022 Share Options
Incentive Scheme (Revised Draft) ({20224 % = BA#E BT 21 (E (&3] F5)) and its summary (the “2022 Share

"

Options Incentive Scheme (Revised)”).

On 14 October 2022, the 2022 Share Options Incentive Scheme (Revised) was considered and approved at the 2022
second extraordinary general meeting, the 2022 second class meeting of A Shareholders and the 2022 second class
meeting of H Shareholders.

Purpose of the scheme

The 2022 Share Options Incentive Scheme has been formulated to further establish and improve the Company’s long-term
incentive mechanism, attract and retain outstanding talents, maximize the motivation of Directors, senior management,
mid-level management and relevant core personnel of the Company and effectively align Shareholders’ interests, the
Company'’s interests and individual interests of the core team members so that the parties would make joint efforts for the
Company'’s long-term development.

The Incentive Participants include Directors (excluding independent Directors) and employees of the Company only. The
2022 Share Options Incentive Scheme also prescribes the vesting period of the share options and performance targets
which must be achieved before the share options can be exercised. The exercise price of the share options is also specified
in the 2022 Share Options Incentive Scheme. The aforesaid criteria and rules help serve the purpose of the 2022 Share
Options Incentive Scheme and to motivate the incentive participants to remain employed with the Group during the
vesting period, which allows the Group to benefit from their continued services, and use their best endeavours to meet
the performance targets, which contributes to the growth and development of the Company. Moreover, the 2022 Share
Options Incentive Scheme also specifies a claw-back mechanism under different circumstances, which may, as applicable,
involve cancellation of the outstanding share options and recovery of gains received by the incentive participants, which
serves to align the interests of the Company and the incentive participants.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXII.SHARE OPTIONS INCENTIVE SCHEMES (continued)
2. The 2022 Share Options Incentive Scheme (continued)
Incentive participants

The incentive participants of the 2022 Share Options Incentive Scheme include the Directors, senior management,
mid-level management and relevant core personnel of the Company. The incentive participants shall exclude independent
Directors, Supervisors and Shareholders individually or in aggregate holding 5% or more of the shares of the Company or
the de facto controllers and their spouses, parents or children.

Total number of shares issuable

On 7 November 2022, the Company convened the thirty-ninth meeting of the tenth session of the Board to consider and
approve: the adjustment to the list of incentive participants and the number of share options under the First Grant of the
2022 Share Options Incentive Scheme (Revised): the adjustment to the number of incentive participants under the First
Grant from 1,034 to 1,026 and the adjustment to the number of share options under the First Grant from 18,000,000 to
17,973,500. The number of share options under the Reserved Grant is 2,000,000. The total number of shares granted
under the First Grant and the Reserved Grant represents 1.95% and 0.22% of total share capital in issue as at the
disclosure date of the Report or amounts in the aggregate to 20.17% of total share capital in issue as at the disclosure
date of the Report.

Maximum entitlement

None of the incentive participants will be granted share options which, if exercised in full, would result in the total
number of A Shares issued and to be issued in respect of all options or awards granted under the 2022 Share Options
Incentive Scheme, any other share option scheme(s) or share award scheme(s) of the Company to such incentive
participants (excluding any options and awards lapsed) in the 12-month period up to and including the date of such grant
exceeding 1% of A Shares in issue as at the date of such grant. The total number of A Shares which may be issued in
respect of all options or awards to be granted under the 2022 Share Options Incentive Scheme, any other share option
scheme(s) or share award scheme(s) of the Company must not, in aggregate, exceed 10% of A Shares in issue as at the
date of approval of the 2022 Share Options Incentive Scheme by the Shareholders.

Validity period of the scheme

The validity period of the 2022 Share Options Incentive Scheme shall not be longer than 60 months (namely 22 November
2027) commencing on the registration date of the First Grant of the share options and ending on the date on which all
the share options granted to the incentive participants have been exercised or otherwise cancelled. The remaining validity
period of the 2022 Share Option Incentive Scheme as at the date of the Report is approximately three years and eight
months.

Livzon Pharmaceutical Group Inc. | Annual Report 2023



SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXII.SHARE OPTIONS INCENTIVE SCHEMES (continued)
2. The 2022 Share Options Incentive Scheme (continued)
Vesting period, exercise period and exercise date

The vesting period (namely vesting period) of the 2022 Share Options Incentive Scheme refers to the period between the
registration date of grant of the share options and the exercise date of the share options. The vesting period of the share
options under the First Grant are 12 months, 24 months and 36 months, respectively, while the vesting period of the
share options under the Reserved Grant are 12 months and 24 months, respectively.

The following table sets forth the exercise period under the First Grant and the exercise schedule for each tranche:

Exercise
Exercise arrangement Exercise period proportion
First exercise period for Commencing on the first trading day after expiry of the 12-month 40%

share options under the
First Grant

Second exercise period for
share options under the
First Grant

Third exercise period for
share options under the
First Grant

period from the registration completion date of the First Grant and
ending on the last trading day of the 24-month period from the
registration completion date of the First Grant
Commencing on the first trading day after expiry of the 24-month 30%
period from the registration completion date of the First Grant and
ending on the last trading day of the 36-month period from the
registration completion date of the First Grant
Commencing on the first trading day after expiry of the 36-month 30%
period from the registration completion date of the First Grant and
ending on the last trading day of the 48-month period from the
registration completion date of the First Grant

The following table sets forth the exercise period under the Reserved Grant and the exercise schedule for each tranche:

Exercise
Exercise arrangement Exercise period proportion
First exercise period for Commencing on the first trading day after expiry of the 12-month 50%

share options under the
Reserved Grant

Second exercise period for
share options under the
Reserved Grant

period from the registration completion date of the Reserved Grant
and ending on the last trading day of the 24-month period from the
registration completion date of the Reserved Grant
Commencing on the first trading day after expiry of the 24-month 50%
period from the registration completion date of the Reserved Grant
and ending on the last trading day of the 36-month period from the
registration completion date of the Reserved Grant
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXII.SHARE OPTIONS INCENTIVE SCHEMES (continued)

2.

The 2022 Share Options Incentive Scheme (continued)

Basis for determining exercise price

The exercise price of the share options under the First Grant shall not be lower than the par value of the A Shares, and
shall be the higher of the following:

(1

the average trading price of the A Shares of the Company for the last trading day preceding the date of
announcement of the 2022 Share Options Incentive Scheme (i.e. 30 August 2022) (the total transaction value
of the A Shares for the last trading day/the total trading volume of the A Shares for the last trading day), being
RMB30.679 per share;

the average trading price of the A Shares of the Company for the last 20 trading days preceding the date of
announcement of the 2022 Share Options Incentive Scheme (the total transaction value of the A Shares for the
last 20 trading days/the total trading volume of the A Shares for the last 20 trading days), being RMB31.303 per
share.

The exercise price of the share options under the Reserved Grant shall not be lower than the par value of the A Shares,
and shall be the higher of the following:

(1

(2)

the average trading price of the A Shares of the Company for the last trading day preceding the date of
announcement of the Board resolution on the grant of share options under the Reserved Grant (the total
transaction value of the A Shares for the last trading day/the total trading volume of the A Shares for the last
trading day);

the average trading price of the A Shares of the Company for the last 20, 60 or 120 trading days preceding the
date of announcement of the Board resolution on the grant of the share options under the Reserved Grant.

The incentive participants are not required to pay any amount for accepting the grant of options.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXII.SHARE OPTIONS INCENTIVE SCHEMES (continued)

2.

The 2022 Share Options Incentive Scheme (continued)

Performance target and individual performance assessment

(M

Performance targets at the Company level

The share options granted under the 2022 Share Options Incentive Scheme are subject to annual assessment for
exercise during the three accounting years in the exercise period, such that achieving of the performance targets
by the incentive participants is a condition to exercise the share options.

The performance targets of the First Grant are as follows:

Exercise period Performance target

First exercise period for Share Options On the basis of net profit in 2021, the compound growth rate of the
under the First Grant net profit for 2022 shall not be lower than 15%;

Second exercise period for Share Options On the basis of net profit in 2021, the compound growth rate of the
under the First Grant net profit for 2023 shall not be lower than 15%;

Third exercise period for Share Options On the basis of net profit in 2021, the compound growth rate of the
under the First Grant net profit for 2024 shall not be lower than 15%.

Note:  The above indicators of “net profit” and "compound growth rate of the net profit” are calculated on the basis of
the net profit attributable to the shareholders of the Company after deducting the extraordinary gains or losses and
excluding the share-based payment expense under the 2022 Share Options Incentive Scheme, and the same below.

The performance targets of the Reserved Grant are as follows:

Exercise period Performance target

First exercise period for Share Options On the basis of net profit in 2021, the compound growth rate of the
under the Reserved Grant net profit for 2023 shall not be lower than 15%;

Second exercise period for Share Options On the basis of net profit in 2021, the compound growth rate of the
under the Reserved Grant net profit for 2024 shall not be lower than 15%.

In the event the Company fails to meet the performance targets above, all share options which are exercisable by
the incentive participants in the respective assessment year shall not be exercised and shall be cancelled by the
Company.

Performance targets at individual level

The assessment of the incentive participants at individual level shall be conducted according to the Company’s
current requirements for remuneration and assessment, and the comprehensive appraisal results of the incentive
participants for each assessment year will be graded as follows:

Appraisal results Excellent Good Qualified Failed
Exercise percentage 100% 80% 0%

If the performance target at the Company level for the respective year is met, the actual personal exercise amount
of an incentive participant for the respective year = exercise percentage x the scheduled personal exercise amount
of the incentive participant for the respective year.

The Company shall cancel the share options granted to the incentive participants which cannot be exercised in the
respective year.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXII.SHARE OPTIONS INCENTIVE SCHEMES (continued)
2. The 2022 Share Options Incentive Scheme (continued)
Fair value and accounting policies of the share options

(1) Fair value

First Grant

The Company selected the Black-Scholes Model to calculate the fair value of share options under the First Grant, the
specific calculating methods and results of fair value of each share option are as follows:

Parameters Explanation for parameters

Price of subject share RMB36.89 per share (the price on the date of grant)

Exercise price RMB31.31 per share option

Validity period of share options The validity periods of the three exercise periods are 1 year, 2 years and 3 years,
respectively

Risk-free interest rate Risk-free interest rates of the three exercise periods are 1.50%, 2.10% and 2.75%,
respectively (based on one-year, two-year, three-year time deposit rate)

Volatility of underlying share The volatility of the three exercise periods are 21.00%, 20.26% and 21.81%,

respectively (based on the historic volatility rate of the SZSE Composite Index in
the latest 12 months, 24 months and 36 months)

Dividend yield of underlying share  The dividend yields for the three exercise periods are 3.96%, 3.24% and 3.11%,
respectively (based on the average dividend rate of the Company in the latest one
year, two years and three years)

Note 1. The expected dividend is calculated according to the historical dividend distributions of the Company.
Note 2: The risk-free interest rate is based on the interest rate of time deposits in the corresponding exercise period of share options.

Note 3: The calculation results of the value of the share options are subject to a number of assumptions of the parameters used in this
section and the limitation of the model adopted, therefore the estimated fair value of the share options may be subjective and
uncertain.

The aforesaid parameters are substituted into the Black-Scholes Model to calculate the fair value of each share option.
The costs of the corresponding period are calculated by the assumptions: exercise amount of each tranche = total amount
granted x exercise percentage of the period (exercise in tranches with the exercise percentage of 40%, 30% and 30%).

Tranche 1 Tranche 2 Tranche 3
Fair value of the share options (RMB/share option) 5.80 6.41 7.51
Exercise amount (0'000 share options) 718.94 539.21 539.21
Total cost for the period (RMB0'000) 4,169.85 3,456.30 4,049.43
Total cost (RMB0'000) 11,675.59

According to the aforesaid calculation, on 7 November 2022, the date of grant, the Group granted 17,973,500 share
options to the incentive participants under the First Grant with the total fair value of RMB116.7559 million which would
be recognized in phrases during the implementation process of the 2022 Share Options Incentive Scheme as the incentive
cost incurred thereunder.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXII.SHARE OPTIONS INCENTIVE SCHEMES (continued)
2. The 2022 Share Options Incentive Scheme (continued)
Reserved Grant

The Company selected the Black-Scholes Model to calculate the fair value of share option under the Reserved Grant, the
specific calculating methods and results of fair value of each share option are as follows:

Parameters Explanation for parameters

Price of subject share RMB34.68 per share (the price on the date of grant)

Exercise price RMB36.26 per share option

Validity period of share options The two validity periods of share options are 1 year and 2 years, respectively
Risk-free interest rate Risk-free interest rates of the two exercise periods of share options are 1.50%

and 2.10%, respectively (listed based on one-year, two-year fixed deposit rate,
respectively)

Volatility of underlying share The volatility of the two exercise periods of share options are 14.61% and 18.83%,
respectively (listed based on the volatility rate of the SZSE Composite Index in the
latest 12 months and 24 months, respectively)

Dividend yield of underlying share  The dividend yields for the two exercise periods of share options are 4.08% and
4.02%, respectively (listed based on the average of the dividend rate of the
Company for the latest one year and two years, respectively)

Note 1: The expected dividend is calculated according to the historical dividend distributions of the Company.

Note 2: Risk-free interest rates are chosen on the basis of the interest rate of time deposits in the corresponding exercise period of share
options.

Note 3: The calculation results of the value of the share options are subject to a number of assumptions of the parameters used in the
section and the limitation of the valuation model adopted and therefore, the estimated fair value of the share options may be
subjective and uncertain.

The aforesaid parameters are substituted into the Black-Scholes model to calculate the fair value of each share option. The
costs of the corresponding period are calculated by assumptions: exercise amount of each tranche = total amount granted
x exercise percentage of the period (exercise in tranches with the exercise percentage of 50% and 50%).

Tranche 1 Tranche 2
Fair value of the share options (RMB/share option) 1.0236 2.3200
Exercise amount (0'000 share options) 100.00 100.00
Total cost for the period (RMBO0'000) 102.36 232.00
Total cost (RMB0'000) 334.36

According to the aforesaid calculation, on 30 October 2023, the date of grant, the Group granted 2,000,000 share
options to the incentive participants under the Reserved Grant with the total fair value of RMB3.3436 million which will
be recognized in phrases during the implementation process of the 2022 Share Options Incentive Scheme as the incentive
cost incurred thereunder.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXII.SHARE OPTIONS INCENTIVE SCHEMES (continued)
2. The 2022 Share Options Incentive Scheme (continued)
Reserved Grant (continued)

(2) Accounting policies

Pursuant to the requirements of Enterprise Accounting Standard No. 11 — Share-based Payments ({{> ¥ & 5+ 2%
B S 1158 —A% {7 X f1)) , the Company will update the expected amount of share options exercisable on each
balance sheet date during the vesting period based on latest available subsequent information such as the change
in the number of incentive participants who are entitled to exercise and the completion status of performance
targets. Services received during the period will be accounted in relevant costs or fees and capital reserves based
on the fair value of the share options on the date of grant of the First Grant and the Reserved Grant.

First Grant

On 7 November 2022, the Company convened the thirty-ninth meeting of the tenth session of the Board to consider and
approve:

) the adjustment to the list of incentive participants and the number of share options under the First Grant of the
2022 Share Options Incentive Scheme (Revised): the adjustment to the number of incentive participants under the
First Grant from 1,034 to 1,026 and the adjustment to the number of share options under the First Grant from
18,000,000 to 17,973,500. Incentive participants under the First Grant included the Directors and the President of
the Company and their close associates;

(2) with 7 November 2022 as the date of the First Grant, granting 17,973,500 share options to 1,026 incentive
participants (incentive participants were not required to pay any consideration to the Company when accepting the
share options) with the exercise price of RMB31.31 per A Share. Registration of the First Grant was completed on
23 November 2022. The abbreviation of the share options: Livzon JLC3. The code of the share options: 037312.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

XXII.SHARE OPTIONS INCENTIVE SCHEMES (continued)
2. The 2022 Share Options Incentive Scheme (continued)

First Grant (continued)

Details of the allocation and exercise of the First Grant are set out in the table below:

Unit: 0°000 share options
During the Reporting Period

Number of ~ Number of ~ Number of ~ Number of  Number of
share share share share share
Incentive options ~options ~options options options
participant Position granted  vested™  exercised  lapsed  cancelled
Tang Yanggang xecutive Director, President - 640 - - -
Xu Guoxiang Vice Chaiman, Executive Director, - 6.40 - - -
Vice President
Yang Daihong Vice President - 480 - - -
Si Yandia Vice President, Chef Financial - 480 - - -
Officer
Zhou Peng Vice President - 38 - - -
Huang Yuruan Vice President - 480 - - -
Xu Peng Vice President - 480 - - -
Yang Liang Vice President, Secretary to the - 480 = - -
Board, Company Secretary
Hou Xueme!” MicHevel management - 25 - - -
i level management and relevant core personnel of the - 675.74 - - -

Company {1,017 persons)

Notes: (1)

The registration of the First Grant under the 2022 Share Options Incentive Scheme was completed on 23 November
2022. Therefore, during the Reporting Period, the total number of share options that can be granted under the First
Grant was 0.

The grant date of the aforesaid share options is 7 November 2022, and the exercise price is RMB31.31 per A Share. For
details of the vesting period (namely vesting period) and exercise period of the aforesaid share options, please refer to
the relevant contents of “Vesting period (namely vesting period), exercise period and exercise date” and “Performance
target and individual performance assessment” as set out above. The total fair value of the aforesaid share options as
at the date of grant (7 November 2022) was RMB116.7559 million. For details of the fair value and accounting policies
of such share options, please refer to the relevant contents of “Fair value and accounting policies of the share options”
as set out above.

On 4 November 2022 (trading day before the grant date), the closing price of the A Shares of the Company was
RMB38.10 per share.

Hou Xuemei is the spouse of Tao Desheng, a Director of the Company, and is the close associate of Tao Desheng under
the Hong Kong Listing Rules.

The weighted average closing price of the A Shares of the Company immediately preceding the vesting date of share
options was RMB34.61 per share (21 November 2023).

As at the End of the Reporting Period, all share options granted under the First Grant have been granted and some
have been vested to the incentive participants. Therefore, the total number of share options that can be granted under
the First Grant was 0 at the End of Reporting Period.

The 2022 Share Options Incentive Scheme does not include Related Entity Participants (as defined in Chapter 17 of the
Hong Kong Listing Rules) or Service Providers (as defined in Chapter 17 of the Hong Kong Listing Rules). The Company
has also not granted or will grant options in excess of 1% of the total issued share capital of the Company to any
incentive participant.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

XXII.SHARE OPTIONS INCENTIVE SCHEMES (continued)
2. The 2022 Share Options Incentive Scheme (continued)
Reserved Grant

On 14 October 2022, the 2022 Share Options Incentive Scheme was considered and approved at the 2022 second
extraordinary general meeting, the 2022 second class meeting of A Shareholders and the 2022 second class meeting of H
Shareholders.

On 12 October 2023, the Company convened the fourth meeting of the eleventh session of the Board to consider and
approve:

with 30 October 2023 as the date of the Reserved Grant, granting 2,000,000 share options to 243 incentive participants
(incentive participants were not required to pay any consideration to the Company when accepting the share options) with
the exercise price of RMB36.26 per A Share. Registration of the Reserved Grant was completed on 28 November 2023.
The abbreviation of the share options: Livzon JLC4. The code of the share options: 037409.

Details of the allocation and exercise of the Reserved Grant are set out in the table below:

Unit: 0°000 share options

During the Reporting Period
Number ~ Number ~ Number ~ Number  Number
of of of of of
share share share share share

Incentive options  options options options options
participant ~ Position granted™  vested evercised  lapsed  cancelled
Du Jun Vice President 300 - - - -
Mic-level management and relevant core personnel 19700 - - - -

of the Company (242 persons)

Notes: (1) At the Beginning of the Reporting Period, the total number of share options that can be granted under the Reserved
Grant was 2,000,000. On 28 November 2023, the registration of the Reserved Grant under the 2022 Share Options
Incentive Scheme was completed.

(2) The grant date of the aforesaid share options is 30 October 2023, and the exercise price is RMB36.26 per A Share. For
details of the vesting period (namely vesting period) and exercise period of the aforesaid share options, please refer to
the relevant contents of “Vesting period (namely vesting period), exercise period and exercise date” and "Performance
target and individual performance assessment” as set out above. The total fair value of the aforesaid share options as
at the date of grant (30 October 2023) was RMB3.3436 million. For details of the fair value and accounting policies of
such share options, please refer to the relevant contents of “Fair value and accounting policies of the share options” as
set out above.

(3) On 27 October 2023 (trading day before the grant date), the closing price of the A Shares of the Company was
RMB34.27 per share.

(4) As at the End of the Reporting Period, all share options granted under the Reserved Grant have been granted but not
yet vested to the incentive participants. Therefore, the total number of share options that can be granted under the
Reserved Grant was 0 at the End of Reporting Period.

(5) The 2022 Share Options Incentive Scheme does not include Related Entity Participants (as defined in Chapter 17 of the
Hong Kong Listing Rules) or Service Providers (as defined in Chapter 17 of the Hong Kong Listing Rules). The Company
has also not granted or will grant options in excess of 1% of the total issued share capital of the Company to any
incentive participant.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

XXII.SHARE OPTIONS INCENTIVE SCHEMES (continued)
3. The shares issued for share options and awards granted under all share plans

During the Reporting Period, the number of shares issued by the Company in respect of the share options and awards
granted under all plans divided by the weighted average number of relevant class of shares (A Shares) in issue during the
year was approximately 0.32%.

XXII. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME
1. The First Phase Ownership Scheme

The Medium to Long-term Business Partner Share Ownership Scheme (Draft) (P REAEE A B AFRETHEI (B
22))) and its summary (the “Ownership Scheme") was considered and approved by the 2020 first extraordinary general
meeting of the Company on 11 February 2020. In order to further improve the Ownership Scheme, on 11 December 2020,
the Company's 2020 fifth extraordinary general meeting considered and approved the revision of some provisions under
the Ownership Scheme. On 6 May 2021, the 2021 second extraordinary general meeting of the Company considered and
approved the first phase ownership scheme under the Ownership Scheme (the “First Phase Ownership Scheme”) and
its administrative measures. Pursuant to Chapter 17 of the Hong Kong Listing Rules, the First Phase Ownership Scheme
constitutes a share scheme involving existing shares.

The holders of the First Phase Ownership Scheme (the “Holders”) include connected persons of the Company (the
“Connected Holders"), and the maximum subscription shares held by the Connected Holders were 53,375,051 shares (the
“Maximum Subscription Shares”), and the corresponding maximum subscription amount was RMB53,375,051. The grant
of the subscription shares by the Company to the Connected Holders constituted a connected transaction for the Company
under Chapter 14A of the Hong Kong Listing Rules. As the maximum applicable percentage ratio of the relevant Maximum
Subscription Shares exceeded 0.1% but was less than 5%, the grant of the subscription shares by the Company to the
Connected Holders was therefore subject to the reporting and announcement requirements, but was exempted from the
independent shareholders” approval requirement under Chapter 14A of the Hong Kong Listing Rules.

On 18 May 2021, the First Phase Ownership Scheme has completed the opening of a securities account (the “Account”)
in the Shanghai Branch of China Securities Depository and Clearing Corporation Limited. On 26 May 2021, the First Phase
Ownership Scheme purchased a total of 2,348,960 A Shares of the Company (the “Shares”) through the Account by
means of centralized bidding transactions. The average transaction price was RMB49.92 per share, and the transaction
amount was RMB117,268,338.21. As at 26 May 2021, the First Phase Ownership Scheme has completed the share
purchase, and the Shares would be locked up for 36 months as required (from 27 May 2021 to 26 May 2024). The total
number of shares involved in the First Phase Ownership Scheme was 2,348,960 A Shares, representing approximately
0.25% of the total share capital of the Company as at the disclosure date of the Report.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)
1.  The First Phase Ownership Scheme (continued)

The summary of the First Phase Ownership Scheme is as follows:

Purpose and benefits of the scheme

The First Phase Ownership Scheme has been formulated to establish an innovative long-term incentive stock ownership
mechanism for senior management and core technical teams. By attaching rights and obligations to the Holders and
establishing the business partnership mechanism of “enjoying the benefits and assuming the risk together”, it is expected
to effectively advance and promote the change from “managers” to “partners” in the Company, which will help to
optimize the compensation structure of the Company, promote the long-term stable development of the Company and
enhance the overall value of the Company.

Participation principles and target participants

The First Phase Ownership Scheme follows the principles of independent decision by the Company and voluntary
participation of employees. There will not be any such situation of forcing employees to participate in the First Phase
Ownership Scheme by way of apportionment or forced distribution.

The scope of the Holders of the First Phase Ownership Scheme shall include senior management of the Company, key R&D
and sales personnel who have made outstanding contribution to the performance in the assessment period or will have
important impact on the future performance of the Company, general managers of the business divisions of the Company,
key management personnel including general managers of the subsidiaries and heads of level 1 functional departments
at the headquarter of the Company. The total number of participants under the First Phase Ownership Scheme is 80, of
which 9 are Directors (excluding independent non-executive Directors), Supervisors and senior management. Shareholders
holding more than 5% of the shares of the Company and de facto controllers shall not participate in the First Phase
Ownership Scheme.

Source of funds and assessment indicators for Special Fund

Funds for participation of the Company’s employees in the First Phase Ownership Scheme come from the special fund
(the “Special Fund") of the First Phase Ownership Scheme set aside by the Company. There is no circumstance where the
Company provides financial assistance to employees or provides guarantees for their loans, or where third parties provide
incentives, grants and subsidies, and make up the balance to target participants. The total amount of funds to be held by
the First Phase Ownership Scheme is RMB117.46109 million, all of which are the Special Fund set aside by the Company.
The employees of the Company are not required to pay any amount for participating in the First Phase Ownership Scheme
or receiving the distribution income according to the First Phase Ownership Scheme.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)
1.  The First Phase Ownership Scheme (continued)
Source of funds and assessment indicators for Special Fund (continued)

The Special Fund shall be extracted with net profit attributable to the Shareholders of the Company after deducting
the extraordinary gains or losses in 2018 (RMB947.2163 million) as the base. During the period of assessment (2019-
2028), the Company will use the compound growth rate of net profit achieved in each year as the assessment indicator to
calculate and set aside a progressive Special Fund for each period. The ratios are set out in details as below:

Compound growth rate of net profit achieved Percentage of progressive Special Fund
in each year of assessment (X) with a compound growth rate of over 15%
X<15% 0
15%<X<20% 25%
20%<X 35%

If the amount of Special Fund to be set aside exceeds 8% of the audited net profit attributable to the Shareholders of the
Company after deducting the extraordinary gains or losses in that year, the Special Fund shall be set aside in the amount
of 8% of the audited net profit attributable to the Shareholders of the Company after deducting the extraordinary gains or
losses.

If the audited net profit attributable to the Shareholders of the Company after deducting the extraordinary gains or losses
in the current year increases less than 5% year-on-year comparing to that in the previous year due to the provision of the
Special Fund, no Special Fund shall be set aside for the year.

Source of shares

Underlying shares (the “Underlying Shares”) purchased through means as permitted by the laws and regulations, including
purchases through the secondary market (including but not limited to auction transactions and block trades). Under the
First Phase Ownership Scheme, where the Underlying Shares are purchased through the secondary market, it shall be
completed within six months after the resolution on the First Phase Ownership Scheme is reviewed and approved by the
general meeting.

Number of shares and maximum entitlement

The aggregate number of shares to be held in the First Phase Ownership Scheme shall not exceed 10% of the total share
capital of the Company, and the aggregate number of shares corresponding to the share of the First Phase Ownership
Scheme to be held by a single employee shall not exceed 1% of the total share capital of the Company.

The aggregate number of the Underlying Shares shall not include shares obtained by the Holders prior to the initial public

offering of shares by the Company, shares purchased through the secondary market and shares obtained through equity
incentives.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)
1.  The First Phase Ownership Scheme (continued)
Duration and lock-up period

The duration of the First Phase Ownership Scheme shall be 48 months, which is calculated from the time when the
Company makes an announcement on the transfer of the last tranche of the Underlying Shares in the First Phase
Ownership Scheme to the account in the name of the First Phase Ownership Scheme, namely 27 May 2021 to 26 May
2025. The remaining validity period of the First Phase Ownership Scheme as at the date of the Report is approximately
one year and two months.

Lock-up periods of the Underlying Shares obtained by the First Phase Ownership Scheme shall be 36 months, which is
calculated from the time when the Company makes an announcement on the transfer of the last tranche of the Underlying
Shares in the First Phase Ownership Scheme to the account in the name of the First Phase Ownership Scheme, namely 27
May 2021 to 26 May 2024,

Management model

The highest organ of authority responsible for the internal management of the First Phase Ownership Scheme shall be
the Holders' meeting (the “Holders’ Meeting”). The Holders" Meeting under the First Phase Ownership Scheme shall
elect a management committee (the “Management Committee”). The Management Committee shall perform the daily
management of the First Phase Ownership Scheme in accordance with the provisions of the First Phase Ownership
Scheme. The management of the First Phase Ownership Scheme has been commissioned to CITIC Securities Company
Limited with asset management qualifications.

Disposal of interests

(1) After the expiration of the duration of the First Phase Ownership Scheme, (i) the Holders' Meeting shall authorize
the Management Committee to complete clearance within 15 working days from the expiration of the duration or
termination of the First Phase Ownership Scheme. After deducting relevant taxes and fees according to the law,
the allocation of interests shall be carried out in accordance with relevant regulations under the Administrative
Measures; (ii) if any of the Underlying Shares is still included in the assets which are held by the First Phase
Ownership Scheme, the Management Committee shall determine a specific way of disposal.

(2) After the lock-up period of the First Phase Ownership Scheme expires, interests may be disposed of according to
one of the following ways:

(i) continue to hold the Underlying Shares during the duration;
(ii) sell the Underlying Shares that are purchased by the First Phase Ownership Scheme within the duration;

(iii)  transfer the ownership of the Underlying Shares to the personal accounts of Holders of the First Phase
Ownership Scheme;

(iv)  other ways as permitted by the laws, administrative regulations, rules or normative documents.

After the lock-up period of the First Phase Ownership Scheme expires, the Management Committee may seek to sell the
Underlying Shares at its option during the duration of the First Phase Ownership Scheme. Where there is distributable
income after the lockup period of the First Phase Ownership Scheme expires, the Management Committee shall allocate
the distributable income. The Management Committee shall, after deducting relevant taxes and fees according to law,
allocate the aforementioned distributable income according to the number of shares that are held by the Holders.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)

1.  The First Phase Ownership Scheme (continued)

Shares allocation of Holders

The list and shares of Holders are set out below:

Shares
Proportion to  Shares unvested Shares Shares held  unvested at
the total amount  at the Beginning  Shares held Shares  cancelled Shares lapsed asat the End of the
of the First ~ of the Reporting asat  vested during during during 31 Decemher ~ Reporting
Phase Ownership Period 1 January 2023 the Period  the Period  the Period 2023 Period
Holders Type Scheme (0000 shares)" (0000 shares) (0000 shares) ™ (0000 shares) (0000 shares) (07000 shares) (97000 shares)"
Tang Yanggang Executive Director 1.13% - 837.3502 - - - 837.3502 -
Xu Guoxiang Executive Director 5.00% - 587.305 - - - 5873055 -
The top five highest paid individuals (except for Tang 9.34% - 10975637 - - - 10975637 -
Yanggang and Xu Guoxiang)

Others (73 persons) 78.53% - 922388% - - - 9223.889% -
Notes: (1) On 6 May 2021, the First Phase Ownership Scheme was considered and approved at the 2021 second extraordinary
general meeting. On 26 May 2021, the First Phase Ownership Scheme purchased a total of 2,348,960 A Shares of the
Company by means of centralized bidding transactions with transaction amount of RMB117,268,338.21, and a total of

117,461,090 shares under the First Phase Ownership Scheme have been vested to the Holders.
(2) For the details of duration, lock-up period and appraisal indicators, please refer to relevant contents of “Duration and

lock-up period” and “Source of funds and assessment indicators for Special Fund” as set out above. The employees of
the Company are not required to pay any amount for participating in the First Phase Ownership Scheme or receiving the
distribution income according to the First Phase Ownership Scheme.

(3) On 25 May 2021 (at the trading day prior to the share being vested), the closing price of the A shares of the Company

is RMB49.16 per share.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)
1.  The First Phase Ownership Scheme (continued)
Shares allocation of Holders (continued)

Among which, the list and shares subscription of the Connected Holders are set out below:

Proportion to

the total

amount of the

Shares First Phase

Positions held with the Company/ subscribed (0000 Ownership

Holders subsidiaries of the Company shares) Scheme

Tang Yanggang Executive Director and President 837.3502 7.13%

Xu Guoxiang Vice Chairman, Executive Director and 587.3055 5.00%

Vice President

Xu Peng Vice President 334.0666 2.84%

Yang Daihong Vice President 352.3833 3.00%

Huang Yuxuan Vice President 411.1138 3.50%

Si Yanxia Vice President, Chief Financial Officer 293.6527 2.50%

Zhou Peng Vice President 234.9222 2.00%

Yang Liang Vice President, Secretary to the Board and 293.6527 2.50%
Company Secretary

Wang Maolin Chief Supervisor 117.4611 1.00%

Hou Xuemei ™ Chief Scientist of a subsidiary of the Company 161.6556 1.38%

Directors and general managers of subsidiaries of the Company 1,713.9414 14.59%

Note:  Hou Xuemei is the spouse of Tao Desheng, the vice chairman of Company, and therefore is a connected person of the Company.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)
2. The Second Phase Ownership Scheme

On 20 May 2022, the 2021 annual general meeting of the Company considered and approved the second phase
ownership scheme under the Ownership Scheme (the “Second Phase Ownership Scheme”) and its administrative measures
(the “Administrative Measures”). Pursuant to Chapter 17 of the Hong Kong Listing Rules, the Second Phase Ownership
Scheme constitutes a share scheme involving existing shares.

The holders of the Second Phase Ownership Scheme (the “Holders”) include connected persons of the Company (the
“Connected Holders”), and the maximum subscription shares held by the Connected Holders were 27,123,084 shares (the
“Maximum Subscription Shares”), and the corresponding maximum subscription amount was RMB27,123,084.

The grant of the subscription shares by the Company to the Connected Holders constituted a connected transaction for the
Company under Chapter 14A of the Hong Kong Listing Rules. As the maximum applicable percentage ratio of the relevant
Maximum Subscription Shares exceeded 0.1% but was less than 5%, the grant of the subscription shares by the Company
to the Connected Holders was therefore subject to the reporting and announcement requirements, but was exempted from
the independent shareholders’ approval requirement under Chapter 14A of the Hong Kong Listing Rules.

On 27 May 2022, the first Holders" meeting under the Second Phase Ownership Scheme considered and approved (i)
the establishment of the management committee of the Second Phase Ownership Scheme as the daily supervision and
management agency for the Second Phase Ownership Scheme; and (ii) the election of Mr. Tang Yanggang, Ms. Si Yanxia
and Mr. Yang Liang as members of the management committee of the Second Phase Ownership Scheme.

On 8 July 2022, in order to ensure the smooth implementation of the Second Phase Ownership Scheme, having
comprehensively considered external factors and the actual conditions of the Company, the 2022 first extraordinary
general meeting of the Company considered and approved the amendment to the Second Phase Ownership Scheme and
its administrative measures, which would change from being managed by commissioning the asset management agency to
being managed by the Company itself.

From 10 August 2022 to 12 August 2022, the Second Phase Ownership Scheme purchased a total of 2,057,711 A Shares
of the Company by means of centralized bidding transactions through the trading system of Shenzhen Stock Exchange.
The average transaction price was RMB31.56 per share, and the transaction amount was approximately RMB64.9514
million. As at 12 August 2022, the Second Phase Ownership Scheme has completed the share purchase, and the Shares
would be locked up for 36 months as required (from 13 August 2022 to 12 August 2025). The total number of shares
involved in the Second Phase Ownership Scheme was 2,057,711 A Shares, representing approximately 0.22% of the total
share capital of the Company as at the disclosure date of the Report.

The summary of the Second Phase Ownership Scheme is as follows:

Purpose and benefits of the scheme

The Second Phase Ownership Scheme has been formulated to establish an innovative long-term incentive stock ownership
mechanism for senior management and core technical teams. By attaching rights and obligations to the Holders and
establishing the business partnership mechanism of “enjoying the benefits and assuming the risk together”, it is expected
to effectively advance and promote the change from “managers” to “partners” in the Company, which will help to
optimize the compensation structure of the Company, promote the long-term stable development of the Company and
enhance the overall value of the Company.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)
2. The Second Phase Ownership Scheme (continued)
Participation principles and target participants

The Second Phase Ownership Scheme follows the principles of independent decision by the Company and voluntary
participation of employees. There will not be any such situation of forcing employees to participate in the Second Phase
Ownership Scheme by way of apportionment or forced distribution.

The scope of the Holders of the Second Phase Ownership Scheme shall include senior management of the Company,
key R&D and sales personnel who have made outstanding contribution to the performance in the assessment period
or will have important impact on the future performance of the Company, general managers of the business divisions
of the Company, key management personnel including general managers of the subsidiaries and heads of level 1
functional departments at the headquarter of the Company. The total number of participants under the Second Phase
Ownership Scheme is 78, of which 9 are Directors (excluding independent non-executive Directors), Supervisors and senior
management. Shareholders holding more than 5% of the shares and de facto controllers shall not participate in the
Second Phase Ownership Scheme.

Source of funds and assessment indicators for Special Fund

Funds for participation of the Company's employees in the Second Phase Ownership Scheme come from the special fund
(the “Special Fund") of the Second Phase Ownership Scheme set aside by the Company. There is no circumstance where
the Company provides financial assistance to employees or provides guarantees for their loans, or where third parties
provide incentives, grants and subsidies, and make up the balance to target participants. The total amount of funds to
be held by the Second Phase Ownership Scheme is RMB64.96547 million, all of which are the Special Fund set aside by
the Company. The employees of the Company are not required to pay any amount for participating in the Second Phase
Ownership Scheme or receiving the distribution income according to the Second Phase Ownership Scheme.

The Special Fund shall be extracted with net profit attributable to the Shareholders of the Company after deducting
the extraordinary gains or losses in 2018 (RMB947.2163 million) as the base. During the period of assessment (2019-
2028), the Company will use the compound growth rate of net profit achieved in each year as the assessment indicator to
calculate and set aside a progressive Special Fund for each period. The ratios are set out in details as below:

Compound growth rate of net profit Percentage of progressive Special Fund
achieved in each year of assessment (X) with a compound growth rate of over 15%
X<15% 0
15%<X<20% 25%
20%<X 35%

If the amount of Special Fund to be set aside exceeds 8% of the audited net profit attributable to the Shareholders of the
Company after deducting the extraordinary gains or losses in that year, the Special Fund shall be set aside in the amount
of 8% of the audited net profit attributable to the Shareholders of the Company after deducting the extraordinary gains or
losses.

If the audited net profit attributable to the Shareholders of the Company after deducting the extraordinary gains or losses

in the current year increases less than 5% year-on-year comparing to that in the previous year due to the provision of the
Special Fund, no Special Fund shall be set aside for the year.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)
2. The Second Phase Ownership Scheme (continued)
Source of shares

Underlying shares (the “Underlying Shares”) purchased through means as permitted by the laws and regulations, including
purchases through the secondary market (including but not limited to auction transactions and block trades). Under the
Second Phase Ownership Scheme, where the Underlying Shares are purchased through the secondary market, it shall be
completed within six months after the resolution on the Second Phase Ownership Scheme is reviewed and approved by the
general meeting.

Number of shares and maximum entitlement

The aggregate number of shares to be held in the Second Phase Ownership Scheme shall not exceed 10% of the total
share capital of the Company, and the aggregate number of shares corresponding to the share of the Second Phase
Ownership Scheme to be held by a single employee shall not exceed 1% of the total share capital of the Company.

The aggregate number of the Underlying Shares shall not include shares obtained by the Holders prior to the initial public
offering of shares by the Company, shares purchased through the secondary market and shares obtained through equity
incentives.

Duration and lock-up period

The duration of the Second Phase Ownership Scheme shall be 48 months, which is calculated from the time when the
Company makes an announcement on the transfer of the last tranche of the Underlying Shares in the Second Phase
Ownership Scheme to the account in the name of the Second Phase Ownership Scheme, namely 13 August 2022 to
12 August 2026. The remaining validity period of the Second Phase Ownership Scheme as at the date of the Report is
approximately two years and five months.

Lock-up periods of the Underlying Shares obtained by the Second Phase Ownership Scheme shall be 36 months, which is
calculated from the time when the Company makes an announcement on the transfer of the last tranche of the Underlying
Shares in the Second Phase Ownership Scheme to the account in the name of the Second Phase Ownership Scheme,
namely 13 August 2022 to 12 August 2025.

Management model

The highest organ of authority responsible for the internal management of the Second Phase Ownership Scheme shall be
the Holders' meeting (the “Holders’ Meeting”). The Holders" Meeting under the Second Phase Ownership Scheme shall
elect a management committee (the “Management Committee”). The Management Committee shall perform the daily
management of the Second Phase Ownership Scheme in accordance with the provisions of the Second Phase Ownership
Scheme. The Second Phase Ownership Scheme will be managed by the Company.

Livzon Pharmaceutical Group Inc. | Annual Report 2023

114



118

SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)
2. The Second Phase Ownership Scheme (continued)
Disposal of interests

(1) After the expiration of the duration of the Second Phase Ownership Scheme, (i) the Holders' Meeting shall
authorize the Management Committee to complete clearance within 15 working days from the expiration of the
duration or termination of the Second Phase Ownership Scheme. After deducting relevant taxes and fees according
to the law, the allocation of interests shall be carried out in accordance with relevant regulations under the
Administrative Measures; (ii) if any of the Underlying Shares is still included in the assets which are held by the
Second Phase Ownership Scheme, the Management Committee shall determine a specific way of disposal.

(2) After the lock-up period of the Second Phase Ownership Scheme expires, interests may be disposed of according
to one of the following ways:

(i) continue to hold the Underlying Shares during the duration;
(ii) sell the Underlying Shares that are purchased by the Second Phase Ownership Scheme within the duration;

(iii)  transfer the ownership of the Underlying Shares to the personal accounts of Holders of the Second Phase
Ownership Scheme;

(iv)  other ways as permitted by the laws, administrative regulations, rules or normative documents.

After the lock-up period of the Second Phase Ownership Scheme expires, the Management Committee may seek to sell the
Underlying Shares at its option during the duration of the Second Phase Ownership Scheme. Where there is distributable
income after the lock-up period of the Second Phase Ownership Scheme expires, the Management Committee shall
allocate the distributable income. The Management Committee shall, after deducting relevant taxes and fees according to
law, allocate the aforementioned distributable income according to the number of shares that are held by the Holders.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)

2. The Second Phase Ownership Scheme (continued)

Shares allocation of Holders

The list and shares of Holders are set out below:

Shares Shares

Proportion unvested unvested

to the total at the Shares Shares Shares Shares held at the

amount of the  Beginning of Shares held vested cancelled lapsed as at End of the

Second Phase  the Reporting as at during during during 31 December Reporting

Ownership Period 1 January 2023 the Period the Period the Period 2023 Period

Holders Type Scheme (0000 shares)” (0000 shares) (07000 shares)?® (0000 shares) (0000 shares) (0000 shares)  (0°000 shares)"”

Tang Yanggang Executive Director 6.00% - 389.7928 - - - 389.7928 -

Xu Guoxiang Executive Director 5.00% - 324.8274 - - - 324.8274 -

The top five highest paid individuals (except for Tang Yanggang and Xu 14.25% - 925.7579 - - - 925.7579 -
Guoxiang)

Others (71 persons) 74.75% - 4,856.1689 - - - 4,856.1689 -

Notes: (1) On 20 May 2022, the Second Phase Ownership Scheme was considered and approved at the 2021 annual general

meeting. As at 12 August 2022, the Second Phase Ownership Scheme purchased a total of 2,057,711 A Shares of the
Company by means of centralized bidding transactions with transaction amount of RMB64.9514 million, and a total of
64,965,470 shares under the Second Phase Ownership Scheme have been vested to the Holders.

(2) For the details of duration, lock-up period and appraisal indicators, please refer to relevant contents of “Duration and
lock-up period” and “Source of funds and assessment indicators for Special Fund” as set out above. The employees of
the Company are not required to pay any amount for participating in the Second Phase Ownership Scheme or receiving
the distribution income according to the Second Phase Ownership Scheme.

(3) On 11 August 2022 (at the trading day prior to the share being vested), the closing price of the A shares of the
Company is RMB31.75 per share.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)

2. The Second Phase Ownership Scheme (continued)

Shares allocation of Holders (continued)

Among which, the list and shares subscription of the Connected Holders are set out below:

Proportion to

the total

amount

of the Second

Shares Phase

Positions held with the Company/ subscribed Ownership

Holders subsidiaries of the Company (0°000 shares) Scheme

Tang Yanggang Executive Director and President 389.7928 6.00%

Xu Guoxiang Vice Chairman, Executive Director and Vice 324.8274 5.00%

President

Xu Peng Vice President 178.6550 2.75%

Yang Daihong Vice President 194.8964 3.00%

Huang Yuxuan Vice President 227.3791 3.50%

Si Yanxia Vice President, Chief Financial Officer 162.4137 2.50%

Zhou Peng Vice President 97.4482 1.50%

Yang Liang Vice President, Secretary to the Board and 162.4137 2.50%
Company Secretary

Wang Maolin Chief Supervisor 64.9655 1.00%

Hou Xuemei ™ Chief Scientist of a subsidiary of the Company 64.9655 1.00%

Directors and general managers of subsidiaries of the Company 844.5511 13.00%

Note:  Hou Xuemei is the spouse of Tao Desheng, the vice chairman of Company, and therefore is a connected person of the Company.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)
3.  The Third Phase Ownership Scheme

On 7 November 2023, the 2023 second extraordinary general meeting of the Company considered and approved the third
phase ownership scheme under the Ownership Scheme (the “Third Phase Ownership Scheme”) and its administrative
measures (the “Administrative Measures”). Pursuant to Chapter 17 of the Hong Kong Listing Rules, the Third Phase
Ownership Scheme constitutes a share scheme involving existing shares.

The holders of the Third Phase Ownership Scheme (the “Holders") include connected persons of the Company (the
“Connected Holders”), and the maximum subscription shares held by the Connected Holders were 32,499,841 shares (the
“Maximum Subscription Shares”), and the corresponding maximum subscription amount was RMB32,499,841.

The grant of the subscription shares by the Company to the Connected Holders constituted a connected transaction for the
Company under Chapter 14A of the Hong Kong Listing Rules. As the maximum applicable percentage ratio of the relevant
Maximum Subscription Shares exceeded 0.1% but was less than 5%, the grant of the subscription shares by the Company
to the Connected Holders was therefore subject to the reporting and announcement requirements, but was exempted from
the independent shareholders’ approval requirement under Chapter 14A of the Hong Kong Listing Rules.

On 17 November 2023, the first Holders' meeting under the Third Phase Ownership Scheme considered and approved
(i) the establishment of the management committee of the Third Phase Ownership Scheme as the daily supervision and
management agency for the Third Phase Ownership Scheme; and (ii) the election of Mr. Tang Yanggang, Ms. Si Yanxia
and Mr. Yang Liang as members of the management committee of the Third Phase Ownership Scheme.

From 22 November 2023 to 22 December 2023, the Third Phase Ownership Scheme purchased a total of 2,077,100
A Shares of the Company by means of centralized bidding transactions through the trading system of Shenzhen Stock
Exchange. The average transaction price was RMB34.20 per share, and the transaction amount was approximately
RMB71.0403 million. As at 22 December 2023, the Third Phase Ownership Scheme has completed the share purchase,
and the Shares would be locked up for 36 months as required (from 23 December 2023 to 22 December 2026). The total
number of shares involved in the Third Phase Ownership Scheme was 2,077,100 A Shares, representing approximately
0.22% of the total share capital of the Company as at the disclosure date of the Report.

Livzon Pharmaceutical Group Inc. | Annual Report 2023

121



22

SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)
3. The Third Phase Ownership Scheme (continued)

The summary of the Third Phase Ownership Scheme is as follows:

Purpose and benefits of the scheme

The Third Phase Ownership Scheme has been formulated to establish an innovative long-term incentive stock ownership
mechanism for senior management and core technical teams. By attaching rights and obligations to the Holders and
establishing the business partnership mechanism of “enjoying the benefits and assuming the risk together”, it is expected
to effectively advance and promote the change from “managers” to “partners” in the Company, which will help to
optimize the compensation structure of the Company, promote the long-term stable development of the Company and
enhance the overall value of the Company.

Participation principles and target participants

The Third Phase Ownership Scheme follows the principles of independent decision by the Company and voluntary
participation of employees. There will not be any such situation of forcing employees to participate in the Third Phase
Ownership Scheme by way of apportionment or forced distribution.

The scope of the Holders of the Third Phase Ownership Scheme shall include senior management of the Company, key R&D
and sales personnel who have made outstanding contribution to the performance in the assessment period or will have
important impact on the future performance of the Company, general managers of the business divisions of the Company,
key management personnel including general managers of the subsidiaries and heads of level 1 functional departments
at the headquarter of the Company. The total number of participants under the Third Phase Ownership Scheme is 84, of
which 8 are Directors (excluding independent non-executive Directors), Supervisors and senior management. Shareholders
holding more than 5% of the shares of the Company and de facto controllers shall not participate in the Third Phase
Ownership Scheme.

Source of funds and assessment indicators for Special Fund

Funds for participation of the Company's employees in the Third Phase Ownership Scheme come from the special fund
(the “Special Fund”) of the Third Phase Ownership Scheme set aside by the Company. There is no circumstance where the
Company provides financial assistance to employees or provides guarantees for their loans, or where third parties provide
incentives, grants and subsidies, and make up the balance to target participants. The total amount of funds to be held by
the Third Phase Ownership Scheme is RMB71.037901 million, all of which are the Special Fund set aside by the Company.
The employees of the Company are not required to pay any amount for participating in the Third Phase Ownership Scheme
or receiving the distribution income according to the Third Phase Ownership Scheme.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)
3.  The Third Phase Ownership Scheme (continued)
Source of funds and assessment indicators for Special Fund (continued)

The Special Fund shall be extracted with net profit attributable to the Shareholders of the Company after deducting
the extraordinary gains or losses in 2018 (RMB947.2163 million) as the base. During the period of assessment (2019-
2028), the Company will use the compound growth rate of net profit achieved in each year as the assessment indicator to
calculate and set aside a progressive Special Fund for each period. The ratios are set out in details as below:

Compound growth rate of net profit Percentage of progressive Special Fund
achieved in each year of assessment (X) with a compound growth rate of over 15%
X<15% 0
15%<X<20% 25%
20%<X 35%

If the amount of Special Fund to be set aside exceeds 8% of the audited net profit attributable to the Shareholders of the
Company after deducting the extraordinary gains or losses in that year, the Special Fund shall be set aside in the amount
of 8% of the audited net profit attributable to the Shareholders of the Company after deducting the extraordinary gains or
losses.

If the audited net profit attributable to the Shareholders of the Company after deducting the extraordinary gains or losses
in the current year increases less than 5% year-on-year comparing to that in the previous year due to the provision of the
Special Fund, no Special Fund shall be set aside for the year.

Source of shares

Underlying shares (the “Underlying Shares”) purchased through means as permitted by the laws and regulations (excluding
subscription of newly issued shares of the Company), including purchases through the secondary market (including but not
limited to auction transactions and block trades). Under the Third Phase Ownership Scheme, where the Underlying Shares
are purchased through the secondary market, it shall be completed within six months after the resolution on the Third
Phase Ownership Scheme is reviewed and approved by the general meeting.

Number of shares and maximum entitlement

The aggregate number of shares to be held in the Third Phase Ownership Scheme shall not exceed 10% of the total share
capital of the Company, and the aggregate number of shares corresponding to the share of the Third Phase Ownership
Scheme to be held by a single employee shall not exceed 1% of the total share capital of the Company.

The aggregate number of the Underlying Shares shall not include shares obtained by the Holders prior to the initial public

offering of shares by the Company, shares purchased through the secondary market and shares obtained through equity
incentives.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)
3. The Third Phase Ownership Scheme (continued)
Duration and lock-up period

The duration of the Third Phase Ownership Scheme shall be 48 months, which is calculated from the time when the
Company makes an announcement on the transfer of the last tranche of the Underlying Shares in the Third Phase
Ownership Scheme to the account in the name of the Third Phase Ownership Scheme, namely 23 December 2023 to
22 December 2027. The remaining validity period of the Third Phase Ownership Scheme as at the date of the Report is
approximately three years and nine months.

Lock-up periods of the Underlying Shares obtained by the Third Phase Ownership Scheme shall be 36 months, which is
calculated from the time when the Company makes an announcement on the transfer of the last tranche of the Underlying
Shares in the Third Phase Ownership Scheme to the account in the name of the Third Phase Ownership Scheme, namely
23 December 2023 to 22 December 2026.

Management model

The highest organ of authority responsible for the internal management of the Third Phase Ownership Scheme shall be
the Holders" meeting (the “Holders’ Meeting”). The Holders' Meeting under the Third Phase Ownership Scheme shall
elect a management committee (the “Management Committee”). The Management Committee shall perform the daily
management of the Third Phase Ownership Scheme in accordance with the provisions of the Third Phase Ownership
Scheme. The Third Phase Ownership Scheme will be managed by the Company.

Disposal of interests

(1) After the expiration of the duration of the Third Phase Ownership Scheme, (i) the Holders" Meeting shall authorize
the Management Committee to complete clearance within 15 working days from the expiration of the duration or
termination of the Third Phase Ownership Scheme. After deducting relevant taxes and fees according to the law,
the allocation of interests shall be carried out in accordance with relevant regulations under the Administrative
Measures; (ii) if any of the Underlying Shares is still included in the assets which are held by the Third Phase
Ownership Scheme, the Management Committee shall determine a specific way of disposal.

(2) After the lock-up period of the Third Phase Ownership Scheme expires, interests may be disposed of according to
one of the following ways:

(i) continue to hold the Underlying Shares during the duration;
(if) sell the Underlying Shares that are purchased by the Third Phase Ownership Scheme within the duration;

(iii)  transfer the ownership of the Underlying Shares to the personal accounts of Holders of the Third Phase
Ownership Scheme;

(iv) other ways as permitted by the laws, administrative regulations, rules or normative documents.
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SECTION I1I. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)
3.  The Third Phase Ownership Scheme (continued)
Disposal of interests (continued)

After the lock-up period of the Third Phase Ownership Scheme expires, the Management Committee may seek to sell the
Underlying Shares at its option during the duration of the Third Phase Ownership Scheme. Where there is distributable
income after the lockup period of the Third Phase Ownership Scheme expires, the Management Committee shall allocate
the distributable income. The Management Committee shall, after deducting relevant taxes and fees according to law,
allocate the aforementioned distributable income according to the number of shares that are held by the Holders.

Shares allocation of Holders

The list and shares of Holders are set out below:

Shares

Proportion unvested Shares

to the total atthe  Shares held Shares Shares held  unvested at

amount of the  Beginning of as at Shares  cancelled Shares asat  the End of

Third Phase ~ the Reporting 1 January  vested during during lapsed during 31 December the Reporting

Ownership Period 2023 (0000 the Period  the Period the Period 2023 Period

Holders Type Scheme (0000 shares) " shares)  (0°000 shares) ™ (0°000 shares) (0000 shares) (07000 shares) (0000 shares)”
Tang Yanggang Executive Director 6.00% = - 426.2274 N - 426.2274 -
Xu Guoxiang Executive Director 5.00% = = 355.1895 S - 355.1895 -
The top five highest paid individuals (except for Tang 15.00% - - 1,065.5687 - - 1,065.5687 -

Yanggang and Xu Guoxiang)

Others (71 persons) 74.00% - - 5,256.8045 - - 5256.8045 -

Notes: (1) On 7 November 2023, the Third Phase Ownership Scheme was considered and approved at the 2023 second
extraordinary general meeting. As at 22 December 2023, the Third Phase Ownership Scheme purchased a total
of 2,077,100 A Shares of the Company by means of centralized bidding transactions with transaction amount of
RMB71.0403 million, and a total of 71,037,901 shares under the Third Phase Ownership Scheme have been vested to
the Holders.

(2) For the details of duration, lock-up period and appraisal indicators, please refer to relevant contents of “Duration and
lock-up period” and “Source of funds and assessment indicators for Special Fund” as set out above. The employees of
the Company are not required to pay any amount for participating in the Third Phase Ownership Scheme or receiving
the distribution income according to the Third Phase Ownership Scheme.

(3) On 21 December 2023 (at the trading day prior to the share being vested), the closing price of the A shares of the
Company is RMB34.91 per share.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXIll. MEDIUM TO LONG-TERM BUSINESS PARTNER SHARE OWNERSHIP SCHEME

(continued)
3. The Third Phase Ownership Scheme (continued)
Shares allocation of Holders (continued)

Among which, the list and shares subscription of the Connected Holders are set out below:

Proportion

to the total

amount of the

Shares Third Phase

Positions held with the Company/ subscribed Ownership

Holders subsidiaries of the Company (0000 shares) Scheme
Tang Yanggang Executive Director and President 426.2274 6.00%
Xu Guoxiang Vice Chairman and Vice President 355.1895 5.00%
Yang Daihong Vice President 213.1137 3.00%
Huang Yuxuan Vice President 248.6327 3.50%
Si Yanxia Vice President, Chief Financial Officer 177.5948 2.50%
Du Jun Vice President 248.6327 3.50%
Yang Liang Vice President, Secretary to the Board 177.5948 2.50%
Wang Maolin Chief Supervisor 71.0379 1.00%
Hou Xuemei ™ Chief Scientist of a subsidiary of the Company 71.0379 1.00%
Directors and general managers of subsidiaries of the Company 1,260.9227 17.75%

Note:  Hou Xuemei is the spouse of Tao Desheng, the vice chairman of Company, and therefore is a connected person of the Company.

XXIV. PROFIT DISTRIBUTION PLAN

For 2023 profit distribution plan, please refer to “XVII. PROFIT DISTRIBUTION AND CONVERSION OF CAPITAL RESERVES
INTO SHARE CAPITAL OF THE COMPANY" in Section IV of the Report for relevant information.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXV. AUDITORS

During the Year, the financial statements of the Company were audited by Grant Thornton (Special General Partnership),
which issued a standard unqualified audit report.

For explanation of changes in accounting policies, accounting estimates and accounting methods as compared with
the financial report of the Previous Year, please refer to "EXPLANATION ON CHANGES IN ACCOUNTING POLICIES
AND ACCOUNTING ESTIMATES OR CORRECTION OF SIGNIFICANT ACCOUNTING ERRORS IN COMPARISON WITH THE
FINANCIAL REPORT FOR THE LAST YEAR" in Section Il of the Report for relevant information.

On 21 June 2023, the 2022 annual general meeting of the Company considered and approved to renew the appointment
of Grant Thornton (Special General Partnership) as the auditor of the Company for the year 2023. The Company has not
changed its auditors in the past three years.

XXVI. TAXATION AND TAX RELIEF

Shareholders of the Company are taxed in accordance with the following tax regulations and the amendments thereof
from time to time. They shall enjoy possible tax relief according to the actual situation. The following cited laws,
regulations and stipulations are all relevant provisions which were in issue during the year ended 31 December 2023.
Shareholders, if necessary, shall seek professional advice from their tax and legal advisors for advices relating to tax
payment or its impacts:

A Shareholders

Pursuant to the requirements of the Notice on Issues Concerning the Differential Individual Income Tax Policies on
Dividends and Bonuses of Listed Companies (Cai Shui [2015] No. 101) ((BER £ A A% B ALF Z RI{L1E A BT
SBHBEREBEMENEE) (B #[2015]10157 ) ) (hereinafter as the 2015 Notice No. 101")), where an individual
acquires the stocks of a listed company from public offering or through transfer in the stock market, if the stock holding
period is over 1 year, income from dividends and bonuses are temporarily exempted from individual income tax; where
an individual acquires the stocks of a listed company from public offering or through transfer in the stock market, if the
stock holding period is 1 month or less (1 month inclusive), income from dividends and bonuses shall be included in the
taxable income in full amount; if the stock holding period is more than 1 month up to 1 year (1 year inclusive), income
from dividends and bonuses shall be included in the taxable income at the reduced rate of 50% temporarily; individual
income tax on the aforesaid income shall be collected at the uniform rate of 20%. In respect of the issues concerning the
implementation of differential individual income tax policies on dividends and bonuses of listed companies, the Notice on
Issues Concerning the Implementation of Differential Individual Income Tax Policies on Dividends and Bonuses of Listed
Companies (Cai Shui [2012] No. 85) (KEARX B it L A AR BALANZ ML EAPMEHEK A BRE BRI BN
(B7 %:[2012]85%% ) ) shall apply. The 2015 Notice No. 101 has been implemented since 8 September 2015. For dividends
and bonuses distributed by listed companies for which the registration date of shareholding falls after 8 September 2015,
such income from dividends and bonuses shall be treated according to the 2015 Notice No. 101. For shares of the listed
companies held by individual investors through his/her securities account as at the implementation date of the 2015
Notice No. 101, the stock holding period shall be calculated from the date of acquisition of such shares.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXVI. TAXATION AND TAX RELIEF (continued)
A Shareholders (continued)

According to Article 26 of Chapter IV of the Corporate Income Tax Law of the People's Republic of China ({(#F #E A K
HAE TS H)%)) amended by the Presidential Decree No. 64, dividends, bonus and other equity investment
income between qualified resident enterprises obtained by enterprises are tax-free income, and the aforementioned
enterprises are Chinese resident enterprises.

Companies are required to withhold and pay corporate income tax at a rate of 10% pursuant to the requirements of the
Notice of the State Administration of Taxation Concerning the Relevant Questions on the Withholding and Payment of
Corporate Income Tax Relating to the Payment of Dividends, Bonus and Interest by PRC Resident Enterprises to QFIl” (Guo
Shui Han [2009] No. 47) KBIRF 542 RN F B E R (P ERQFIX MR & ~ AL M ERIMKBEEME
i 8 A 5 78 A9 38 40 (B %4 K[2009]475% ) ) for shareholders who are Qualified Foreign Institutional Investors (QFll).
Shareholders who wish to enjoy tax concessions under tax treaties (arrangements) shall apply to the competent taxation
authority for tax rebates according to the relevant rules and regulations after they received the dividends and bonuses.

In accordance with the Notice of the Ministry of Finance, the State Administration of Taxation, and the China Securities
Regulatory Commission on Taxation Policies Concerning the Pilot Program of an Interconnection Mechanism for
Transactions in the Shenzhen and Hong Kong Stock Markets (Cai Shui [2016] No. 127) (BA 6 - BRI FIEE R -
BESHUNRBREN SRS LM E @S U8 A B Wk R a0 @ &) (81 5:[2016]1275% ) ), for dividends
received by investors (including enterprise and individual investors) in the Hong Kong market from investing in A shares
listed on the Shenzhen Stock Exchange, and before Hong Kong Securities Clearing Company Limited is able to furnish
China Securities Depository and Clearing Corporation Limited (“CSDCC") with the identity, holding period and other
detailed data of the investors in the Hong Kong market, the differentiated tax treatment based on the holding period
of shares will not be implemented temporarily. The Company shall withhold income tax at the rate of 10% and make
withholding filings with the relevant tax authorities. For those investors who are tax residents of other countries and
the tax rate applicable to dividends is lower than 10% under the tax treaty between China and the relevant countries,
such investors may, by themselves or request the withholding agent to act on their behalf to, apply to the relevant tax
authorities in respect of the Company for the refund of the overpaid taxes under the relevant tax treaty treatments. Once
verified by the relevant tax authorities, the amount being the difference between the tax withheld and the tax calculated
at the rate as prescribed under the corresponding tax treaty shall be refunded.

H Shareholders

In accordance with the Corporate Income Tax Law of the People’s Republic of China ({1 A R H A TSR
7A)) (the “CIT Law”) and the Rules for the Implementation of the Corporate Income Tax Law of the People’s Republic of
China ({FR# A R L FNE > ZEFTS 55 B M 1551 )) (the “Implementation Rules of CIT Law"), both became effective
on 1 January 2008, and the Notice on Issues Relevant to the Withholding of Corporate Income Tax on Dividends Paid by
PRC Resident Enterprises to Offshore Non-resident Enterprise Holders of H Shares (Guo Shui Han [2008] No. 897) (<8 7
FEEREZERIFEIIMRIEEREZERRIRER SRR B EREH A /R a8 &) (B 4[2008]897
%)) promulgated by the State Administration of Taxation on 6 November 2008, the Company is obliged to withhold
and pay the PRC corporate income tax on behalf of non-resident enterprise(s) at a tax rate of 10% when the Company
distributes any dividends to non-resident enterprise shareholder(s) whose names appear on the register of members for
H Shares of the Company. Accordingly, any H Shares which are not registered under the name(s) of individual(s) (which,
for this purpose, include H Shares registered under the name of HKSCC Nominees Limited, other nominees, trustees, or
other organizations or groups) shall be deemed to be H Shares held by non-resident enterprise shareholder(s), and the
PRC corporate income tax shall be withheld from dividends payable thereon. Non-resident enterprise shareholder(s) may
apply for a tax refund for the difference (if any) in accordance to relevant tax laws such as tax treaty (arrangement), upon
receipt of any dividends.
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XXVI. TAXATION AND TAX RELIEF (continued)
H Shareholders (continued)

In accordance with the Circular on Certain Issues Concerning the Policies of Individual Income Tax (Cai Shui Zi [1994]
No. 020) (K8 5 A P15 B & T BUER 8 89 38 &) (Bf 3% 5F[1994]0205% ) ) promulgated by the Ministry of
Finance and the State Administration of Taxation on 13 May 1994, overseas individuals are temporarily exempted from
the PRC individual income tax for dividends or bonuses received from foreign invested enterprises. As the Company is a
foreign-invested enterprise, the Company will not withhold and pay the PRC individual income tax on behalf of overseas
individual shareholders whose names appear on the register of members for H Shares of the Company when the Company
distributes dividends to those shareholders.

In accordance with the Notice of the Ministry of Finance, the State Administration of Taxation, and the China Securities
Regulatory Commission on Taxation Policies Concerning the Pilot Program of an Interconnection Mechanism for
Transactions in the Shenzhen and Hong Kong Stock Markets (Cai Shui [2016] No. 127) ({BA B 36 ~ IR ISR H ~ &5
B RO R 15 2 5 E R 4 DB 5 B R 038 40) (81 B4(2016]12758)), (1) for dividends
received by domestic individual investor from investing in the Company’s H shares listed on the Hong Kong Stock
Exchange through Shenzhen-Hong Kong Stock Connect, the Company is obliged to withhold individual income tax at a tax
rate of 20% when the Company shall apply to China Securities Depository and Clearing Corporation Limited (“CSDCC")
for the registrar of domestic individual investors. For dividends of the shares listed on the Hong Kong Stock Exchange
received by mainland securities investment funds through the Shenzhen-Hong Kong Stock Connect, individual income tax
shall be calculated in accordance with the above requirements; (2) for dividends received by domestic enterprise investors
from investing in Shares listed on the Hong Kong Stock Exchange through Shenzhen-Hong Kong Stock Connect, such
amount shall be reckoned in their gross revenue and subject to corporate income tax pursuant to laws. In particular,
for the dividends obtained by mainland resident enterprises from holding relevant H Shares for consecutive 12 months,
the corporate income taxes shall be exempted pursuant to laws. The Company shall apply to CSDCC for the registrar of
domestic enterprise investors. The Company will not withhold the income tax on dividends for the domestic enterprise
investors, and the tax payable shall be declared and paid by the domestic enterprise investors.

XXVI.SERVICE CONTRACTS OF DIRECTORS AND SUPERVISORS AND THEIR
INTERESTS IN THE CONTRACTS

Each of the Directors and Supervisors has entered into a respective Director and Supervisor service contract with the
Company. Contents of such contracts are the same in all material respects. The service contracts of the Directors and
Supervisors will expire upon the expiry of the term of the eleventh session of the Board in place (i.e. 30 June 2026). Save
for the aforesaid service contracts, no service contract that cannot be terminated within one year without payment of
compensation (other than statutory compensation) has been or proposed to be entered into between the Company and
the Directors or the Supervisors.

Save for the aforesaid service contracts and matters disclosed in the Report, none of the Directors or Supervisors (or any
entities connected with them) of the Company had a material interest, whether direct or indirect, in any other transactions,
arrangements or contacts of significance which had been entered into by the Company, any of its subsidiaries, or its
holding company or the holding company’s subsidiaries for the year ended 31 December 2023.

XXVIILARRANGEMENT OF PURCHASING SHARES OR BONDS BY DIRECTORS

Save for the 2018 Share Options Incentive Scheme and the 2022 Share Options Incentive Scheme, the Company or its
subsidiaries or the holding company of the Company or its subsidiaries did not enter into any arrangement at any time
during the Year that enabled the Directors, Supervisors and senior management of the Company to acquire benefits by
means of purchasing shares or bonds of the Company or any other corporation.
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SECTION IIl. MANAGEMENT DISCUSSION AND ANALYSIS

XXIX. PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of Association of the Company and the laws applicable in
China where the Company was incorporated.

XXX. CHARITABLE DONATION

During the Year, the expenditure of charitable donation of the Group amounted to RMB16.98 million (2022: RMB9.98
million).

XXXI. LIST OF DIRECTORS AND SUPERVISORS OF THE COMPANY DURING THE
YEAR AND UP TO THE DATE OF THE REPORT

The Board of the Company consists of eleven Directors, including two executive Directors, four non-executive Directors
and five independent non-executive Directors.

Executive Directors

Mr. Tang Yanggang (/=[5 [l & 4 ) (President)
Mr. Xu Guoxiang (1 B¥ % % 4 ) (Vice Chairman and Vice President)

Non-executive Directors

Mr. Zhu Baoguo (7K & B %¢ 4 ) (Chairman)

Mr. Tao Desheng (12 5 %t 4 ) (Vice Chairman)
Mr. Qiu Qingfeng (B B & 5 4 )

Mr. Yu Xiong (i % 55 4 )

Independent non-executive Directors

Mr. Bai Hua (2 5¢ &)

Mr. Tian Qiusheng ( FH Fk 4 52 4 )
Mr. Wong Kam Wa (& $8 £ 58 4 )
Mr. Luo Huiyuan (B €= %4 )
Ms. Cui Lijie (EBEZ +)

The Supervisory Committee of the Company comprises three Supervisors. As at the disclosure date of the Report, the
Supervisors of the Company are as follows:

Mr. Wang Maolin (S G0 #K % 4 ) (Chief Supervisor)
Mr. Huang Huamin (& ZE & % 4£)
Mr. Tang Yin (5 &l 56 4 )

By order of the Board
Zhu Baoguo
Chairman

28 March 2024
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

l. BASIC CORPORATE GOVERNANCE

During the year ended 31 December 2023, in strict accordance with the Company Law, the Securities Law, the Guidelines
for Corporate Governance of Listed Companies ({_ET1 A B A2 ZERI)), the Shenzhen Listing Rules, the Guideline
No. 1 on Self-Discipline Supervision of Companies Listed on the Shenzhen Stock Exchange — Standardized Operation of
Companies Listed on the Main Board of the Shenzhen Stock Exchange (ORYIFEAX FFT AR B EEE IS
F1E—F R M AR R EE(E)), the Hong Kong Listing Rules and other requirements of normative documents
relating to the governance of listed companies announced by the CSRC, the Shenzhen Stock Exchange and the Hong Kong
Stock Exchange, the Company constantly enhances the corporate governance structure and strengthens the internal control
systems of the Company to achieve higher corporate governance standards. The Board believed that the actual conditions
of corporate governance of the Company are compliant with the rules and requirements of normative documents including
the Guidelines for Corporate Governance of Listed Companies without deviation.

During the Year, the decision-making and supervisory organs of the Company including the general meetings, the Board,
and the Supervisory Committee, have all carried out management, decision-making and supervision strictly pursuant to
the requirements of normative operation rules and internal control, with standardized and effective operation. The special
committees of the Board have all performed their corresponding duties.

Any significant difference between the actual conditions of corporate governance of the
Company and the standards of normative documents regarding corporate governance of listed
companies issued by CSRC

J Yes v No

II. INDEPENDENCE OF THE COMPANY FROM ITS CONTROLLING
SHAREHOLDERS AND DE FACTO CONTROLLERS IN RESPECT OF ASSET,
PERSONNEL, FINANCE, ORGANIZATION AND BUSINESS

The Company is completely independent from its controlling shareholders in respect of business, personnel, asset,
organization and finance.

1. In respect of asset, the ownership of property between the Company and controlling shareholders is clear. The
Company has the ownership of property completely and independently;

2 In respect of personnel, the Company’s labor, personnel and salary management are completely separated from its
controlling shareholders;

3. In respect of finance, the Company has independent financial management department and financial accounting
system, which are strictly separated from controlling shareholders;

4. In respect of organization, the Company has independent and complete organization, which is strictly separated
from controlling shareholders;

5. In respect of business, the Company has independent and complete business and self-management ability, and

owns independent production, procurement and sales system, which is strictly separated from its controlling
shareholders.
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SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

lll. COMPETING BUSINESS
v Applicable [ Not applicable

On 10 January 2014, for the purposes of advancing the implementation of the Company’s B-to-H Share Conversion,
Mr. Zhu Baoguo (the de facto controller of the Company), Ms. Liu Guangxia and Joincare (the controlling Shareholder
of the Company) and its controlling shareholder, namely Baiyeyuan (collectively the “Covenantors”) entered into
the non-competition undertakings letter, the details of which are set out in the section headed "FULFILLMENT OF
UNDERTAKINGS" of this Report. The Covenantors have provided confirmations concerning their compliance with the terms
of the “non-competition undertaking letter”, details are as follows:

Each of the Covenantors hereby confirmed that since the date of the “non-competition undertaking letter” (i.e. 10 January
2014) and up to 31 December 2023, each of the Covenantors and the companies under his/her/its control (other than
the Company and its subsidiaries) have strictly complied with and enforced the terms of the non-competition undertaking
without breaching any terms of the “non-competition undertaking letter” under any circumstances.

Independent Directors of the Company also conducted review on the performance of the non-competition undertaking by
the Covenantors, and concluded that the Covenantors had complied with the “non-competition undertaking letter”. Save
as disclosed in this Report, none of the Directors has interests in any business which competes or is likely to compete,
either directly or indirectly, with the business of the Group.
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

IV. ANNUAL GENERAL MEETINGS AND EXTRAORDINARY GENERAL
MEETINGS CONVENED DURING THE YEAR

1.  General meetings during the Reporting Period
Participation Disclosure
Type of percentage of  Date of date
Meeting sessions meeting investors  meeting of A Shares Meeting resolutions
2023 First Extraordinary Extraordinary general 7.0095% 10 January 2023 11 January 2023 Consideration and approval of the
General Meeting meeting Resolution on the Establishment of

the Joint Venture with Joincare, the
Controlling Shareholder, and the
Connected Transaction

2022 Annual General Meeting ~ Annual general meeting 52.6711%  21June 2023 22 June 2023 Consideration and approval of the

2023 First Class Meeting of ~ Class meeting 44.9546% resolutions including the Work Report
A Shareholders of the Board for the Year 2022,

2023 First Class Meeting of ~ Class meeting 68.2544% the Work Report of the Supervisory
H Shareholders Committee for the Year 2022,

the 2022 Annual Report of Livzon
Pharmaceutical Group Inc. (full text
and summary), the 2022 Annual Profit
Distribution Plan, the Resolution on
the Election of the Non-independent
Directors for the Eleventh Session

of the Board of the Company, the
Resolution on the Election of the
Independent Directors for the Eleventh
Session of the Board of the Company,
and the Resolution on the Election of
the Non-employee Supervisors of the
Eleventh Session of the Supervisory
Committee of the Company, etc.
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SECTION |IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

IV. ANNUAL GENERAL MEETINGS AND EXTRAORDINARY GENERAL
MEETINGS CONVENED DURING THE YEAR (continued)

1.  General meetings during the Reporting Period (continued)
Participation Disclosure
Type of percentage of  Date of date
Meeting sessions meeting investors  meeting of A Shares Meeting resolutions
2023 Second Extraordinary Extraordinary general 48.8726% 7 November 2023 8 November 2023 Consideration and approval of the
General Meeting meeting Resolution on the Third Phase
Ownership Scheme and its Summary
under the Medium to Long term
Business Partner Share Ownership
Scheme of the Company, and the
Resolution on the Administrative
Measures of the Third Phase
Ownership Scheme under the Medium
to Long term Business Partner Share
Ownership Scheme of the Company,
etc.
2023 Third Extraordinary Extraordinary general 55.9267% 19 December 2023 20 December 2023 Consideration and approval of the
General Meeting meeting Resolution on Capital Contribution to
2023 Second Class Meeting of ~ Class meeting 51.1254% LivzonBio, the Controlling Subsidiary,
A Shareholders and the Connected Transaction, the
2023 Second Class Meeting of ~ Class meeting 65.4403% Resolution on the Repurchase of Part
H Shareholders of the Company's A Shares Scheme
and the Grant of General Mandate to
the Board to Repurchase H Shares of
the Company
2. Shareholders of preference shares with resumed voting rights requesting to

hold extraordinary general meeting

[ Applicable v Not applicable
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

V. CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES

1.  Corporate governance culture

The Company is committed to ensuring that its business is conducted with high standards of business ethics, reflecting
the Company's belief in integrity, transparency and accountability for accomplishing its long-term business objectives.
The Company believes that this approach will maximize the return to its shareholders in the long run and benefit its
employees, business partners and the communities in which the Company operates.

Corporate governance involves the processes by which the Board guides the management of the Group on how to operate
its business to achieve its business objectives. The Board is committed to maintaining and establishing sound corporate
governance practices to ensure:

(1) sustainable returns to all shareholders of the Company;

(2) protection of the interests of institutions/individuals that have business dealings with the Company;
(3) understanding and appropriate management of the operating risks within each business segment;
(4) provision of high-quality products and services to the satisfaction of patients; and

(5) maintenance of high business ethics standards.

2. Compliance with the corporate governance code

The Board of the Company regularly monitored and reviewed the progress of the Group’s corporate governance practices
to ensure compliance with the relevant codes. The Company adopts the Corporate Governance Code as set out in
Appendix C1 of the Hong Kong Listing Rules as its corporate governance code.

The Company confirmed that during the period from 1 January 2023 to 31 December 2023, the Company strictly and
fully complied with the governance principles and the code provisions (the “Code Provisions”) as set out in Part 2 of the
Corporate Governance Code of Appendix C1 of the Hong Kong Listing Rules.

3. Securities transactions of Directors and Supervisors

The Company has adopted the Model Code as set out in Appendix C3 of the Hong Kong Listing Rules as its own Model
Code regarding the securities transactions in the H Shares of the Company by the Company’s Directors, Supervisors
and the “Relevant Employees” as defined in the Corporate Governance Code as set out in Appendix C1 of the Hong
Kong Listing Rules. After making due and specific enquiries to all of the Directors and Supervisors of the Company, the
Company was not aware of any information which has reasonably revealed that each of the Directors and Supervisors has
not complied with the standards required by the above-mentioned code regarding securities transactions during the period
from 1 January 2023 to the disclosure date of this Report. All Directors and Supervisors have confirmed that they have
complied with the standards as set out in the above codes during the period from 1 January 2023 to the disclosure date of
this Report. The Company has also made specific enquiry to all of the employees in respect of compliance to the standards
set out in the above-mentioned code by the employees, and noted that there has been no incident of non-compliance with
the standards as set out in the above-mentioned code.

Livzon Pharmaceutical Group Inc. | Annual Report 2023

135



136

SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

V. CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES (continued)

4. Duties of the Board and management

The Board is responsible for leading and monitoring the Company, and is wholly responsible for the administration and
supervision of the Company'’s businesses to facilitate its success. Executive Directors or senior executives and management
in charge of each division and function are authorized to be responsible for the daily operation and administrative
management of the Company. Directors of the Company shall act objectively and make decisions in the interests of the
Company. The management and senior management of the Company hold regular meetings with the Board to discuss
the ordinary business operations and performance of the Company, and carry out the relevant decisions of the Board.
The Company will arrange independent professional advice upon the request from the Directors or any committees of the
Board, if the Board or any committees of the Board consider it is necessary to seek for independent professional advice.

The members of the Board of the Company are elected at and accountable to the general meetings, and shall exercise
the following authority and powers: (1) to convene general meetings and report to the meetings; (2) to implement the
resolutions passed at general meetings; (3) to determine the Company's business plans and investment schemes; (4) to
prepare the Company’s annual financial budget and final accounts; (5) to formulate the Company’s profit distribution plan
and loss recovery plan; (6) to formulate proposals for increases or reductions of the Company’'s registered capital and
for the issuance and listing of corporate bonds or other securities; (7) to draft plans for material acquisition, acquisition
of the shares of the Company under the circumstances as required in (i) and (ii) of the first paragraph of Article 28 of
the Articles of Association, merger, division, dissolution or change in corporate form; (8) to determine the acquisition of
the shares of the Company under the circumstances as required in (iii) to (vii) of the first paragraph of Article 28 of the
Articles of Association within the authorization of the general meeting; (9) save as otherwise provided by the securities
regulatory authorities and the stock exchanges where the shares of the Company are listed, to determine matters relating
to the Company’s external investment, asset acquisition and disposal, asset mortgage, external guarantee, entrusted
wealth management, connected transaction and external donation within the authorization of the general meeting; (10)
to determine the establishment of the Company’s internal management structure; (11) to decide to appoint or dismiss the
Company'’s president, the secretary of the Board and other senior officers, and to determine their remunerations, rewards
and penalties; and pursuant to the president’s nominations, to determine the appointment or dismissal of senior officers
including vice presidents and chief financial officer of the Company and to decide on their remunerations, rewards and
penalties; (12) to formulate the Company’s basic management system; (13) to formulate the proposed amendments to the
Articles of Association; (14) to deal within formation disclosures of the Company; (15) to propose to the general meeting
for appointment or replacement of the accounting firms serving as the auditors of the Company; (16) to receive work
report submitted by the president and to review his performance; (17) to exercise other duties and powers specified in the
laws, regulations or the Articles of Association and authorized by the general meetings.
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

V. CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES (continued)

4. Duties of the Board and management (continued)

The Board is responsible for performing the functions set out in the code provision A.2.1 of the Corporate Governance
Code to ensure that the Company establishes good corporate governance policies, practices and procedures. During the
Year, the Board:

(1) formulated and reviewed the Company’s policies and practices on corporate governance, and made
recommendations;

(2) reviewed and monitored the training and continuous professional development of Directors and senior
management;

(3) reviewed and monitored the Company’s policies and practices on compliance with legal and regulatory
requirements;

(4) formulated, reviewed and monitored the code of conduct and compliance manual of Directors and employees; and

(5) reviewed the Company’s compliance with the Corporate Governance Code and disclosure in the Corporate
Governance Report.

As at the disclosure date of this Report, the Board of the Company has a total of eleven members, of which two executive
Directors are Tang Yanggang (President) and Xu Guoxiang (Vice Chairman and Vice President); four non-executive
Directors are Zhu Baoguo (Chairman), Tao Desheng (Vice Chairman), Qiu Qingfeng and Yu Xiong; and five independent
non-executive Directors are Bai Hua, Tian Qiusheng, Wong Kam Wa, Luo Huiyuan and Cui Lijie. For details of the
biographies of the above Directors, please refer to “XIll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT" of Section IV of this Report.
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SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

V. CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES (continued)

4. Duties of the Board and management (continued)

During the Year, the Company convened a total of seventeen Board meetings and eight general meetings. Attendance of
the Directors of the Company is as follows:

Attendance of relevant meetings
during their term of office/Number
of relevant meetings held during
their term of office

General
meetings
(including
Name Position Board meetings  class meetings)
I. Executive Directors
Tang Yanggang Director and President 17117 7/8
Xu Guoxiang Vice Chairman and Vice President 17117 7/8
Il. Non-executive Directors
Zhu Baoguo Chairman 17117 5/8
Tao Desheng Vice Chairman 17117 8/8
Qiu Qingfeng Director 17117 8/8
Yu Xiong Director 17117 8/8
Ill. Independent Non-executive
Directors
Bai Hua Independent Director 17117 8/8
Tian Qiusheng Independent Director 17117 8/8
Wong Kam Wa Independent Director 17117 8/8
Luo Huiyuan Independent Director 17117 7/8
Cui Lijie Independent Director 17117 8/8

In addition to the above seventeen Board meetings, the chairman also held one meeting with independent non-executive
Directors of the Company during the Year.

Save as disclosed in biographies of Directors of the Company set out in this Report, there is no financial, business or
family relationship or material/relevant relationship between the members of the Board.

Prior notices are given for meetings convened during the Year in accordance with relevant requirements to ensure all
Directors have the opportunity to attend meetings and propose matters for discussion to be incorporated into agenda.
All of the Directors may obtain opinions and services from the secretary to the Board to ensure compliance with Board
procedures and all applicable rules and requlations. The Company has purchased liability insurances for Directors,
Supervisors and senior management.

The Board possesses the skills, experience and diversity of views and perspectives appropriate to and required by the
Company’s business and regularly reviews the performance of the Directors to ensure that every Director is able to devote
sufficient time and contribution to the Company in accordance with his/her role and Board responsibilities. The Board
has a balanced composition of executive Directors and non-executive Directors (including independent non-executive
Directors), so the Board is highly independent and able to make effective independent judgements.
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

V. CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES (continued)

4. Duties of the Board and management (continued)

Training and professional development: Every newly appointed director will receive a formal, comprehensive and tailored
induction on the first occasion of his/her appointment to ensure that he has a proper understanding of the Company's
operations and business and is fully aware of his duties and responsibilities under the Hong Kong Listing Rules and
relevant statutory provisions. The Company arranged for Directors to participate in professional training organized by the
CSRC and the Shenzhen Stock Exchange from time to time for obtaining training qualification certificates or qualification
certificates recognized by relevant authority, and reqularly provided all Directors with relevant updates on regulations,
industry information and Directors’ duties. Meanwhile, Directors are encouraged to participate in courses and lectures
organized by professional institutions to enhance the Directors’ continuous professional development and further
education and update their knowledge and skills. All Directors have provided records of training they have taken during
the year ended 31 December 2023 and attended trainings rendered by professional groups and/or learned materials about
their duties and responsibilities.

Continuous professional
development of Directors

Attending
professional
training/ Reading books

courses/lectures and materials

Executive Directors

Tang Yanggang v v

Xu Guoxiang v v
Non-executive Directors

Zhu Baoguo v v

Tao Desheng v v

Qiu Qingfeng v v

Yu Xiong v v
Independent Non-executive Directors

Bai Hua v v

Tian Qiusheng v 4

Wong Kam Wa v v

Luo Huiyuan v v

Cui Lijie v v
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SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

V. CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES (continued)

5. Chairman and president

The positions of the chairman (the chairman of the Board) and the president (the chief executive officer) of the Company
are held by different persons and there is a clear division of work between the two roles. The chairman of the Company is
Mr. Zhu Baoguo and the president of the Company is Mr. Tang Yanggang.

The chairman of the Board mainly exercises the following duties and powers: to preside over general meetings and to
convene and preside over Board meetings; to supervise and monitor the implementation of resolutions of Board meetings;
to sign share certificates, debentures and other quoted securities of the Company; to sign important documents of the
Board and other documents which should be signed by the Company’s legal representative; to exercise the authority and
powers of a legal representative; to exercise special discretionary power on corporate affairs in accordance with laws and
in the Company's interests in case of emergency situations such as the occurrence of natural disasters of an exceptional
scale and other force majeure events, and provide aftermath reports to the Board and general meetings; and to perform
other duties and powers authorized by the Board.

The president, i.e. the chief executive officer (CEQ), shall be accountable to the Board and exercises the following duties
and powers: to be in charge of the production, operation and management of the Company, to organize and implement
the resolutions adopted by the Board, and to report his work to the Board; to organize and implement the annual
business plans and investment plans of the Company; to draft schemes for the establishment of the Company’s internal
management departments; to formulate the basic management system of the Company; to formulate the detailed rules
and regulations of the Company; to make proposals regarding the appointment or removal of the vice president and chief
financial officers of the Company; to appoint or remove managerial officers other than those to be appointed or removed
by the Board; and to perform other duties and powers authorized by the Articles of Association or the Board.

6. Independent non-executive Directors

The Board comprises of five independent non-executive Directors, in compliance with the minimum requirement under the
Hong Kong Listing Rules in relation to the number of independent non-executive Directors. Mr. Bai Hua, an independent
non-executive Director of the Company, has appropriate accounting and financial management expertise, which is in
compliance with the requirements under Rule 3.10 of the Hong Kong Listing Rules. For the biography of Mr. Bai Hua,
please refer to “XIIl. Positions Held by Directors, Supervisors and Senior Management” of Section IV of this Report. The
Company has received from each of the independent non-executive Directors an annual confirmation of independence
pursuant to independence guidelines set out in Rule 3.13 of the Hong Kong Listing Rules. The Company considers that all
independent non-executive Directors are independent.

7. Directors’ term of office

According to the Articles of Association, all Directors of the eleventh session of the Board (including non-executive
Directors) are elected at general meetings with a term of three years from 30 June 2023 to 30 June 2026. Directors can
be re-elected upon expiration of the term, provided that no term of office of independent non-executive Directors shall
last for more than six years.
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

V. CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES (continued)

8. Directors’ responsibility for the financial statements

The Directors acknowledged their responsibility to prepare financial statements for each financial year which give a true
and fair view of the state of affairs of the Company. The Directors believed that the Company had adopted and applied
consistently appropriate accounting policies in preparing the financial statements in compliance with all related accounting
standards.

9. Special committees of the Board

Pursuant to the Corporate Governance Code, three committees are set up under the Board, namely the Audit Committee,
the Remuneration and Assessment Committee, and the Nomination Committee, so as to oversee specific scopes
concerning the state of affairs of the Company. Each of the Board committees has specific term of reference in writing.
The written term of reference for each of the Board committees are published on HKEXnews and Company's website.
Apart from the requirements under the Hong Kong Listing Rules and the Corporate Governance Code, the Company has
also established the Strategy Committee in order to monitor the Company's long-term development strategic plan, conduct
research and give recommendations thereon, and has established the Environmental, Social and Governance (“ESG")
Committee (the "ESG Committee”) to promote the development and implementation of ESG affairs of the Group.

Audit Committee

The Audit Committee under the eleventh session of the Board comprises three independent non-executive Directors of
the Company. The chairman of the committee is Mr. Bai Hua and other committee members are Mr. Tian Qiusheng and
Mr. Luo Huiyuan. Mr. Bai Hua has appropriate accounting and financial management expertise as required under Rule 3.10
of the Hong Kong Listing Rules. The key responsibilities of the Audit Committee are to review the Company’s financial
reports; to review the Company’s financial control system, risk management system and internal control system; to study
the Company's relationships with external auditors and consider the annual audit plans submitted by external auditors;
and to review the Company’s arrangements for its employees to raise concerns in confidence about possible improprieties
in financial reporting, internal control or other aspects.

During the Year, the Audit Committee had discussed the Group’s annual, interim and quarterly financial statements,
reviewed the accounting principles and practices, internal supervision system adopted by the Group and considered audit
conducted and fees charged by auditor. On 27 March 2024, the Committee reviewed the 2023 Self-Evaluation Report on
Risk Management and Internal Control of the Company.

Livzon Pharmaceutical Group Inc. | Annual Report 2023

141



142

SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

V.

9.

CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES (continued)

Special committees of the Board (continued)

Audit Committee (continued)

During the Year, six meetings were convened by the Audit Committee, details were as follows:

(1

On 11 January 2023, the sixteenth meeting of the Audit Committee of the tenth session of the Board was held by
way of telecommunication, during which the Resolution on the 2022 Financial Audit Plan of Livzon Pharmaceutical
Group Inc. was considered and approved.

On 28 March 2023, the seventeenth meeting of the Audit Committee of the tenth session of the Board was held
by way of telecommunication, during which the 2022 Audit Report of the Company, the 2022 Final Financial
Report of the Company, the 2022 Annual Results Announcement and Annual Report of the Company, the
Resolution on the 2022 Continuing Connected Transactions of the Company, the 2022 Self-Evaluation Report
on Risk Management and Internal Control of the Company, the Resolution on Reviewing the Arrangements for
Concerned by Employees for Inappropriate Acts, the Resolution on Consideration of the Evaluation Report on the
Audit Work Carried Out by Grant Thornton (Special General Partnership) for the year 2022 and the Resolution on
Considering the Re-appointment of Grant Thornton (Special General Partnership) as the Audit Firm of the Company
for the year 2023 were considered and approved.

On 20 April 2023, the eighteenth meeting of the Audit Committee of the tenth session of the Board was held
by way of telecommunication, during which the Resolution on the Unaudited Consolidated Financial Statements
and the Quarterly Results Announcement for the Three Months Ended 31 March 2023 of the Company and its
Subsidiaries was considered and approved.

On 23 August 2023, the first meeting of the Audit Committee of the eleventh session of the Board was held
by way of telecommunication, during which the Unaudited Interim Report, Interim Results Announcement and
Financial Report for the Six Months Ended 30 June 2023 of the Company, the Resolution on Continuing Connected
Transactions of the Company for the First Six Months of 2023 and the Special Report on Deposit and the Actual
Use of the Fund Raised by the Company for the First Six Months of 2023 were considered and approved.

On 25 September 2023, the second meeting of the Audit Committee of the eleventh session of the Board was
held by way of telecommunication, during which the Resolution on Amendment to the Anti-corruption and
Anti-commercial Bribery System was considered and approved.

On 24 October 2023, the third meeting of the Audit Committee of the eleventh session of the Board was held
by way of telecommunication, during which the Resolution on the Unaudited Consolidated Financial Statements
and the Quarterly Results Announcement for the Nine Months Ended 30 September 2023 of the Company and its
Subsidiaries was considered and approved.
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

V. CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES (continued)

9. Special committees of the Board (continued)
Remuneration and Assessment Committee

The Remuneration and Assessment Committee under the eleventh session of the Board is comprised of three independent
non-executive Directors. The chairman of the committee is Mr. Tian Qiusheng and other committee members are Ms. Cui
Lijie and Mr. Bai Hua. The member composition is in compliance with the requirements under Rule 3.25 of the Hong
Kong Listing Rules. The key responsibilities of the Remuneration and Assessment Committee are to assess and review and
advise the Board on the remuneration packages for and the performance of the chairman of the Board, executive Directors
and senior management of the Company, and to make recommendations to the Board on the policy and structure for all
Directors’ and senior management’s remuneration and on the establishment of a formal and transparent procedure for
developing remuneration policy, so as to ensure that any Director or any of their associates shall not be involved in fixing
their remuneration and related matters.

During the Year, the Remuneration and Assessment Committee held two meetings to consider matters on assessing,
reviewing and making recommendations to the Board on remuneration, remuneration policy and framework of the
Directors and senior management of the Company (including president and vice president) and the interests of the
Company as a whole and the cancellation of part of share options under the 2022 Share Options Incentive Scheme, the
fulfillment of exercise conditions for the first exercise period under the first grant as well as the Reserved Grant. The
share options incentive scheme of the Company does not grant options or awards to Directors and senior management
as specified in Rule 17.06B(7) and (8) of the Hong Kong Listing Rules (vesting period of less than 12 months or without
performance targets and/or claw-back mechanism).

Details in relation to remuneration of the senior management are disclosed in “Note X. 5. Related Transactions” of the
financial report in this Report.

Nomination Committee

The Nomination Committee under the eleventh session of the Board is comprised of three Directors. The chairman of
the committee is Mr. Luo Huiyuan (independent non-executive Director) and other committee members are Mr. Tian
Qiusheng (independent non-executive Director) and Mr. Tao Desheng (non-executive Director). The member composition
is in compliance with the requirements under Rule 3.27A of the Hong Kong Listing Rules. The key responsibilities of the
Nomination Committee are to review the structure, number of members and composition of the Board (in respect of
various areas including gender, ages, cultural and education background, skills, knowledge and experience); to study the
criteria and procedures for selection and appointment of Directors and senior management, and to make recommendations
thereon to the Board; to advise the Board on the appointment or re-appointment of Directors and succession plan for
Directors (particularly the chairman and the president); and to evaluate the independence of independent non-executive
Directors.

During the Year, the Nomination Committee held a meeting to review the Board Diversity Policy and monitoring its

implementation, assess independence of the independent non-executive Directors, review the structure, number of
members and composition of the Board and make recommendations on its size and composition.
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SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

V. CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES (continued)

9. Special committees of the Board (continued)
Nomination Committee (continued)

The Nomination Committee has adopted a set of nomination procedures and adopted the Director Nomination Policy
on 19 November 2018. The Nomination Committee may search extensively for candidates for Directors and senior
management from the Company, its subsidiaries or participating stock companies and the job market, and in accordance
with the relevant laws and regulations, the Director Nomination Policy and the relevant provisions of the Articles of
Association, coupled with the Company’s actual circumstances, the Nomination Committee shall study the election criteria,
selection procedures and term of service for Directors and senior management of the Company, and submit the resolution
to the Board for approval. The Nomination Committee may select candidates for Directors and senior management of the
Company according to their occupations, education, job titles, detailed work experience, their part-time jobs, character
and integrity, professional qualifications, independence, diversity, the time which they are willing and able to devote and
the potential contributions which they can bring to the Board, the Company’s needs and the statutory requirements, laws
and regulations. For any person that is nominated by a Shareholder for election as a Director at the general meeting of
the Company, the Nomination Committee and/or the Board should evaluate such candidate based on the criteria as set
out above. For re-election of Directors, the Nomination Committee and/or the Board should review the overall contribution
and service to the Company and the level of participation and performance on the Board of the retiring Director as well as
whether the retiring Director to be re-elected continues to meet the criteria as set out above, and make recommendation
to shareholders.

According to the Director Nomination Policy, the Nomination Committee and/or the Board should, upon receipt of the
proposal on appointment of new Director and the biographical information (or relevant details) of the candidate, evaluate
such candidate based on the criteria as set out above to determine whether such candidate is qualified for directorship.

Strategy Committee

The Strategy Committee under the eleventh session of the Board is comprised of three Directors. The chairman of the
committee is Mr. Zhu Baoguo (non-executive Director) and other committee members are Mr. Tang Yanggang (executive
Director) and Mr. Tao Desheng (non-executive Director). The key responsibilities of the Strategy Committee are to conduct
research on the Company's long-term development strategy and major investment decisions, and to give recommendations
thereon. During the Year, the Strategy Committee did not hold any meetings.

ESG Committee

The ESG Committee under the eleventh session of the Board is comprised of five Directors. The chairman of the committee
is Mr. Zhu Baoguo (non-executive Director), and other committee members are Mr. Tang Yanggang (executive Director),
Mr. Bai Hua, Mr. Tian Qiusheng and Mr. Wong Kam Wa (independent non-executive Directors). The key responsibilities of
the ESG Committee are to review the ESG affairs of the Group and report to the Board on such matters, and to perform
other responsibilities prescribed from time to time by Shenzhen Listing Rules and Hong Kong Listing Rules.

During the Year, the ESG Committee held four meetings to revise and improve the Company’s ESG-related systems,
review the 2022 ESG report, the achievement of the 2022 environmental management goals and carbon emission
reduction goals, the energy conservation, emission reduction and carbon emission reduction in the first half of 2023, ESG
management improvement suggestions for 2023, as well as review and evaluate employee diversity, human rights due
diligence, gender salary gap, data security, privacy protection and other management works.
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE

GOVERNANCE REPORT

V. CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG

KONG LISTING RULES (continued)
9. Special committees of the Board (continued)
Attendance of the meetings of special committees of the Board
During the Year, attendance of the meetings of special committees of the Board was as follows:

Attendance of relevant meetings during their term of office/
Number of relevant meetings held during their term of office

Meetings of
Remuneration
Meetings Meetings of and Meetings Meetings
of Audit Nomination Assessment of Strategy of ESG
Name Position Committee Committee Committee Committee Committee
Zhu Baoguo Non-executive Director and N/A N/A N/A 0/0 474
Chairman
Tang Yanggang Executive Director N/A N/A N/A 0/0 4/4
Tao Desheng Non-executive Director and N/A 11 N/A 0/0 N/A
Vice Chairman
Bai Hua Independent Non-executive Director 6/6 N/A iy N/A 414
Wong Kam Wa Independent Non-executive Director N/A N/A N/A N/A 474
Tian Qiusheng Independent Non-executive Director 6/6 "N 22 N/A 414
Luo Huiyuan Independent Non-executive Director 6/6 11 N/A N/A N/A
Cui Lijie Independent Non-executive Director N/A N/A 22 N/A N/A
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SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

V. CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES (continued)

10. Shareholders’ engagement

The Company attaches high importance to its effective communication with shareholders through which the shareholders
can conduct clear assessment on the results of the Group, and make inquiries to the Board. Major ways of communication
between the Company and shareholders are as follows:

Information disclosure on the Company’s website

The Company will use the most comprehensive and timely manner for disclosure of all significant information related to
the Group to those who are interested in receiving the Company’s information. The Company's website (www.livzon.com.
cn) may provide important information related to the Group's activities and corporate issues (such as annual reports and
interim reports to Shareholders, announcements, ESG reports, business development and operation, corporate governance
practice and other information etc.) available for inspection by Shareholders and other stakeholders. In addition,
announcements issued through the Hong Kong Stock Exchange are also available on the Company's website.

Telephone number and email

The Company provides its telephone number (86-756-8135888, 86-756-8135990, 86-756-8135992) and email address
(LIVZON_GROUP@livzon.com.cn) to Shareholders for communicating with the Company.

Convening of general meetings

General meetings serve as a useful platform for the Board's direct communication with shareholders. The Company shall
submit separate resolutions at the general meeting on substantially different topics for discussion, reserve sufficient time
for direct communication and exchange between senior management of the Company and Shareholders who attend the
meeting, and answer various inquiries made by Shareholders.

Easy Interactive Platform of the Shenzhen Stock Exchange

The Company collects valuable suggestions about the Company from the general investors through the Easy Interactive
Platform of the Shenzhen Stock Exchange, and gives replies in detail to the questions raised by the general investors to
the Company on the Easy Interactive Platform.

WeChat official account

The WeChat official account "BE ¥k B8 " registered by the Company is a convenient gateway for investors to follow the
information about the Company. By means of subscribing to the Company’s WeChat official account, investors can receive
wechat-push released by the account at any time, so as to get relevant information on the Company’s daily operation
more conveniently and quickly, as well as understand the Company’s corporate culture publicity campaign, team building
activities, party, work union and youth league organizations and other activities.

Investor relations activities

The Company has established a proper communication mechanism with investors, investors can get knowledge of the
Company’s operation through, among others, specific target research, performance briefings, on-site visits, roadshows and
media interviews, and maintain full communication with the Company’'s management and core technical personnel. For
the investor relations activities mentioned above, the Company has maintained written research minutes and made public
disclosure through the information disclosure websites designated by the CSRC and the stock exchange.
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

V. CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES (continued)

11. Shareholders’ rights and shareholders communication policy
Procedure for convening general meetings by shareholders

Pursuant to Article 73 of the Articles of Association: “In compliance with the Article 78 herein, shareholders, individually
or jointly, holding 10% or more of the Company’s shares may request the Board to convene an extraordinary general
meeting or a class meeting of Shareholders and to add resolutions to the agenda of the meeting, and such proposals shall
be made to the Board in writing. For such proposal, the Board shall, in accordance with laws, administrative regulations
and these Articles of Association, make a written response as to whether or not it agrees to convene an extraordinary
general meeting or a class meeting of Shareholders, within 10 days upon receipt of such proposal.

If the Board agrees to convene the extraordinary general meeting or class meeting of Shareholders, a notice of such
meeting shall be issued within 5 days after the resolution of the Board is passed. Changes made to the original proposal
in the notice shall be approved by the relevant Shareholder.

If the Board disagrees to convene the extraordinary general meeting or class meeting of Shareholders, or fails to give a
relevant notice within 10 days after the receipt of the request, shareholders, individually or jointly, holding 10% or more
of the Company’s shares may request the Supervisory Committee to convene an extraordinary general meeting or a class
meeting of Shareholders, and such proposals shall be made to the Supervisory Committee in writing.

If the Supervisory Committee agrees to convene the extraordinary general meeting or class meeting of Shareholders, a
notice of such meeting shall be issued within 5 days after the receipt of the request. Changes made to the original request
in the notice shall be approved by the relevant Shareholder.

If the Supervisory Committee fails to give a relevant notice within the designated period, it shall be deemed that the
Supervisory Committee fails to convene and preside over the general meeting. The shareholder(s) continuously holding for
90 days individually or collectively 10% or more of the shares of the Company may convene and preside over the meeting
by himself/themselves.”

Pursuant to Articles 74, 75 and 76 of the Articles of Association: “If the Supervisory Committee or Shareholder(s) decide(s)
to convene the general meeting by itself/themselves, it/they shall issue a written notice to the Board and file with the
stock exchange.

Shareholding proportion of the convening Shareholders who intend to convene a general meeting shall not be less than
10% prior to announcement of the resolution of the general meeting.

The convening Shareholders shall submit the corresponding supporting materials to the stock exchange when issuing the
notice of convening a general meeting and declaring the resolution of general meeting.

For general meetings convened by the Supervisory Committee or the Shareholders, the Board and the secretary to
the Board shall coordinate accordingly. The Board shall provide the register of members as at the registered date for

entitlements of shares.

All necessary expenses incurred by the Supervisory Committee or the Shareholders to convene a general meeting shall be
assumed by the Company.”
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V. CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES (continued)

11. Shareholders’ rights and shareholders communication policy (continued)
Procedure for delivering Shareholders’ inquiries to the Board

Shareholders may, at any time through the Secretary to the Board (Company Secretary), forward their inquiries and matters
of concern to the Board of the Company in writing. For contact details of the Secretary to the Board (Company Secretary),
please refer to relevant content as set out in “CONTACT PERSONS AND CONTACT DETAILS" of Section Il of this Report.
The Secretary to the Board (Company Secretary) shall forward Shareholders' inquiries and matters of concern to the Board
of the Company and/or relevant committees under the Board (if appropriate), in order to respond to Shareholders’ queries.

Procedure for submission of Shareholders’ proposals to general meetings

Pursuant to Article 78 of the Articles of Association: “The Board, the Supervisory Committee, and Shareholder(s)
individually or jointly holding more than 3% of the Company's shares shall have the right to submit proposed resolutions
to the Company for a general meeting of the Company.

The Shareholder(s) individually or jointly holding more than 3% of the Company’s Shares may submit extra proposed
resolutions in writing to the convener of a general meeting in writing 10 days prior to the meeting. The convener shall
issue a supplementary notice of the general meeting and announce the contents of such extra proposed resolutions within
2 days after receipt thereof.

Except as provided by the preceding clause, the convener of a general meeting shall not amend the proposed resolutions
set out in the notice of the meeting or add any new proposed resolutions subsequent to the issue of the notice of the
general meeting.

Proposals which are not specified in the notice of the general meeting or which do not comply with Article 77 of these
Articles of Association shall not be voted and resolved at the general meeting.”

Investor relations

The Company serves and visits investors to introduce the business of the Group in a timely manner. In addition, the
Company shall promptly answer questions raised by the public and individual Shareholders through calls, Easy Interactive
Platform of the Shenzhen Stock Exchange, etc. Meanwhile, the Company makes timely disclosure of these information on
designated websites of the Shenzhen Stock Exchange and Hong Kong Stock Exchange and the website of the Company
in strict accordance with the Shenzhen Listing Rules, the Hong Kong Listing Rules and relevant laws and regulations.
Under any circumstances, the Company shall adopt prudent attitude to ensure it shall not make selective disclosure of any
information that affects share prices.

Management system for the investor relations

The Board has formulated the Management System for the Investor Relations, which standardizes the Company’s investor
relations management, facilitates effective communication between the Company and shareholders and potential
investors. Investors can further understand the Company’s production, operation and performance through multiple
channels, platforms and methods such as stock exchanges and other regulatory and open interactive communication
platforms, which fully protects the right to know and vital interests of all investors.

The Company's shareholders communication policy above can provide a variety of communication channels for
shareholders of the Company to express their opinions. During the Year, the Company reviewed the implementation of
the shareholders communication policy and confirmed that it was effective. During the Year, the Company held 8 general
meetings, 66 investor exchanges and 6 periodic report performance briefings.
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V.

12.

CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES (continued)

Articles of Association

During the Year, pursuant to the latest provisions of the Administration Measures for Independent Directors of
Listed Companies, Shenzhen Listing Rules, Hong Kong Listing Rules and other laws and regulations, and taking into
consideration of the actual conditions of the Company, the Company made an amendment to the Articles of Association.
For the details of the amendment, please refer to the announcements dated 18 December 2023, 19 December 2023, 5
March 2024 and 6 March 2024 published on the Company’s website, HKEXnews and Cninfo.

13.

The Company’s profit distribution policy

The profit distribution policy as required in the Articles of Association is set out as follows:

(1

The profit distribution of the Company shall focus on providing Shareholders with reasonable investment return as
well as the Company's sustainable development, and the Company shall maintain the continuity and stability of
the profit distribution policy as much as possible.

The Company may distribute its profit in the form of cash, shares or a combination of cash and shares or in other
ways as permitted by the laws and regulations.

The Company distributes its profit annually in principle. Nevertheless, interim profit distribution in cash may be
made by the Company subject to conditions.

Subject to the condition that the Company’s cash flow could satisfy normal operation and long-term development
need, the Company shall implement proactively the cash dividends distribution and shall guarantee that the
accumulated profit to be distributed in cash for the latest three years shall not be less than 30% of the average
annual distributable profit realized in the latest three years. Particulars of the proportion of profit distributed in
cash annually are proposed by the Board in accordance with relevant requirements and the Company’s operation
of the year, which shall be submitted to the general meeting for approval.

The Company shall, after considering various factors such as the characteristics of the industry where it operates,
stage of development, business model, profitability and investment expenses, propose different cash dividend
policy based on the following situation according to statutory procedures: (i) If the Company is at a mature
stage of development with no significant capital expenditure arrangement at the time of profit distribution, cash
dividend payout ratio of such profit distribution shall be at least 80%; (i) If the Company is at a mature stage
of development with significant capital expenditure arrangement at the time of profit distribution, cash dividend
payout ratio of such profit distribution shall be at least 40%; and (iii) If the Company is in a growing stage of
development with significant capital expenditure arrangement at the time of profit distribution, cash dividend
payout ratio of such profit distribution shall be at least 20%.

The Company may distribute cash dividend, provided that the following conditions are fulfilled: (i) Positive figures
are recorded for the distributable profits of the Company (i.e. post-tax profit left after the loss recovery and
accrual of the reserves) during the year; and (i) A standard unqualified audit report is issued by an auditor for the
financial report of the Company during the year;
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V. CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES (continued)

13. The Company’s profit distribution policy (continued)

(6) Conditions for the Company to declare script dividend: subject to the fulfillment of the conditions for declaring
cash dividend, if the operating income and net profit of the Company show rapid growth, in addition to propose a
cash dividend proposal, the Board of the Company can propose a script dividend proposal if it considers the scale
of the share capital and shareholding structure of the Company are reasonable.

14. Diversity

The Company is of the view that the diversity of the Board is one of the essential factors in sustaining the competitive
edge of the Company and facilitating the sustainable development of the Company. The Company formulated the
Board Diversity Policy (the “Policy”). Under the Policy, when considering the composition of the Board, the Company
shall consider various aspects for the Board diversity, including but not limited to gender, age, cultural and educational
background, professional qualifications, skills and knowledge etc. On top of the above basis, the Company shall make
decisions in accordance with objective conditions such as comprehensive values that the candidates can bring to the
business and development of the Company, contributions that the candidates can make to the Board whilst ensuring
the diversity of the Board. The Company is committed to ensuring that it has at least one female director on our board
in achieving the diversity of the Board in the aspect of gender. In order to ensure the effectiveness of the Policy, the
Nomination Committee of the Company will periodically monitor and review the Policy. The Company is of the view that
the current composition of the Board is a balanced and diversified mix with ages ranged between 48 and 68. The Board
comprises one female director and directors with professional backgrounds including accountants, domestic or overseas
lawyers, and individuals with extensive experience in the field of corporate management. The structure of their knowledge
and their professional field bring expertise to and complements the Board, and are suitable for the Company’s business
development.

During the Year, the Company set a diversity target of “having no less than 49% female employees by 2032",
continuously optimized the organizational structure of our workforce, guaranteed equal opportunities for women in
employment, and promoted diversity and inclusiveness in our business.

As at 31 December 2023, the Board of the Company had a total of 11 members, of which female director accounted for
9%; the executive management of the Company had a total of 8 members, of which 2 were women, representing 25%;
female employees and male employees of the Group accounted for 47.35% and 52.65%, respectively. The Company
continues to consider diversity and meritocracy in the Board and employees selection process, monitors the diversity
degree of members of the Board and employees and makes proper adjustments timely.

15. Board independence evaluation mechanism

The Company has established a Board independence evaluation mechanism, which provides for the Board to have strong
independent elements so as to enable the Board to exercise independent judgement effectively to better protect the
interests of Shareholders.

The objectives of the evaluation are to improve the effectiveness of the Board, maximize its strengths and identify areas
for improvement or further development. The evaluation process also clearly states that the Company needs to take
actions to maintain and improve the performance of the Board, such as the individual training and development needs of
each Director.
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V. CORPORATE GOVERNANCE DISCLOSURE MADE PURSUANT TO HONG
KONG LISTING RULES (continued)

15. Board independence evaluation mechanism (continued)

According to the Board independence evaluation mechanism, the Board will conduct an annual review of its independence.
A Board independence evaluation report will be submitted to the Board, and the Board will discuss the results and plan
for improvement together as appropriate.

During the year ended 31 December 2023, each of the Directors has completed the independence evaluation through a
separate questionnaire survey. The Company has submitted a Board independence evaluation report to the Board and the
results of the evaluation are satisfactory.

During the year ended 31 December 2023, the Board has reviewed the implementation and effectiveness of the Board
independence evaluation mechanism, the results of which are satisfactory.

16. Whistleblowing policy

The Company has established a whistleblowing policy and system to allow employees and those who have dealings with
the issuer to raise any concern regarding any possible improprieties in matters relating to the Company to the Audit
Committee in a confidential and anonymous manner. The whistleblowing policy is available on the Company's website.

17. Anti-corruption policy

The Company has established an anti-corruption policy to prevent improper or fraudulent practices within the Company.
The Company has internal reporting channels for employees of the Company to report any improper or fraudulent
practices. Employees can also report anonymously to the internal anti-corruption supervision and management department,
which is responsible for investigating the reported incidents and taking appropriate measures. The Company will
implement anti-bribery and anti-corruption activities continuously to cultivate a culture of integrity and actively provide
anti-corruption training and review to ensure the effectiveness of its policies. The anti-corruption policy is available on the
Company's website.

VI. AUDITORS' REMUNERATION

As at the End of the Year, Grant Thornton (Special General Partnership) provided to the Group (i) non-annual audit
services for the year 2023 at the remuneration of RMB1.5885 million (tax inclusive), which included review of half-yearly
financial statements, capital verification report, etc., and (ii) annual audit services for the year 2023 at the remuneration
of RMB2.15 million (tax inclusive), which included remuneration for auditing the financial statements for the year

2023 and remuneration for internal control audit. Other disclosure of the auditors’ remuneration is set out in the “IX.
APPOINTMENT AND DISMISSAL OF ACCOUNTING FIRM" in Section VI of this Report.

Vil. COMPANY SECRETARY

The company secretary of the Company is Mr. Yang Liang. Mr. Yang Liang took no less than 15 hours of relevant
professional training during the Year.
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VilIl. PERFORMANCE OF DUTIES BY THE DIRECTORS DURING THE REPORTING

PERIOD

1. Board meetings during the Reporting Period

Meeting sessions

Date of meeting

Disclosure date

Meeting resolutions

Forty-third meeting of the

tenth session

Forty-fourth meeting of the

tenth session

Forty-fifth meeting of the

tenth session

Forty-sixth meeting of the

tenth session

Forty-seventh meeting of the

tenth session

Forty-eighth meeting of the

tenth session

Forty-ninth meeting of the

tenth session

First meeting of the eleventh

session

Second meeting of the

eleventh session

Third meeting of the

eleventh session

Fourth meeting of the

eleventh session

Fifth meeting of the eleventh

session
Sixth meeting of the
eleventh session

Seventh meeting of the

eleventh session

Eighth meeting of the

eleventh session

Ninth meeting of the

eleventh session

Tenth meeting of the

eleventh session

11 January 2023

16 January 2023

17 February 2023

30 March 2023

20 April 2023
28 April 2023

15 May 2023

30 June 2023

23 August 2023

27 September 2023

12 October 2023

24 October 2023

30 October 2023

10 November 2023

17 November 2023

18 December 2023

29 December 2023

12 January 2023

17 January 2023

18 February 2023

31 March 2023

N/A
29 April 2023

16 May 2023

1 July 2023

24 August 2023

28 September 2023

13 October 2023

N/A

31 October 2023

11 November 2023

18 November 2023

19 December 2023

30 December 2023

Consideration and approval of, among others, the Resolution
on the Projected Daily Related Transactions for 2023 of the
Company

Consideration and approval of the Resolution on Joint
Investment and Establishment of the Joint Venture with
Joincare, the Controlling Shareholder, and the Connected
Transaction

Consideration and approval of, among others, the Resolution
relating to Cancellation of Share Options under the 2018
Share Option Incentive Scheme

Consideration and approval of, among others, the 2022
Annual Report of Livzon Pharmaceutical Group Inc. (full text
and summary)

Consideration and approval of the 2023 First Quarterly Report
of Livzon Pharmaceutical Group Inc.

Consideration and approval of the 2022 Environment, Social
and Governance Report of the Company

Consideration and approval of, among others, the Resolution
on the Nomination of the Non-independent Director of the
Eleventh Session of the Board of the Company

Consideration and approval of, among others, the Resolution
on the Election of Chairman and Vice Chairman of the
Eleventh Session of the Board of the Company

Consideration and approval of, among others, the 2023
Interim Report of Livzon Pharmaceutical Group Inc. (full text
and summary)

Consideration and approval of the Resolution on the
Appointment of Vice President of the Company

Consideration and approval of, among others, the Resolution
on the Related Matters of the Proposed Reserved Grant of
2022 Share Options Incentive Scheme

Consideration and approval of the 2023 Third Quarterly Report
of Livzon Pharmaceutical Group Inc.

Consideration and approval of, among others, the Resolution
on the Repurchase of Part of the Company's A Shares
Scheme

Consideration and approval of, among others, the Resolution
on the Application for Listing on the NEEQ by Livzon
Diagnostics, the Controlling Subsidiary

Consideration and approval of, among others, the Resolution
on Capital Contribution to LivzonBio, the Controlling
Subsidiary, and the Connected Transaction

Consideration and approval of, among others, the Resolution
on the Fulfillment of Exercise Conditions for the First
Exercise Period under the First Grant of the 2022 Share
Option Incentive Scheme of the Company

Consideration and approval of the Resolution on the Projected
Daily Related Transactions for 2024 of the Company
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

VIilIl. PERFORMANCE OF DUTIES BY THE DIRECTORS DURING THE REPORTING

PERIOD (continued)

2. Directors’ attendance at board meetings and general meetings

Directors' Attendance at Board Meetings and General Meetings

Number

of Board Unable to

Meetings attend in

required to Attendance Attendance Attendance person
be attended at Board at Board at Board Absence for two Attendance
during Meeting(s) Meetings by Meeting(s) from Board consecutive at general
Name of Director the Year in person  telecommunication by proxy Meeting(s) Board Meetings meeting(s)
Zhu Baoguo 17 0 17 0 0 No 5
Tao Desheng 17 2 15 0 0 No 8
Xu Guoxiang 17 1 16 0 0 No 1
Tang Yanggang 17 2 15 0 0 No ]
Yu Xiong 17 0 17 0 0 No 8
Qiu Qingfeng 17 0 17 0 0 No 8
Bai Hua 17 0 17 0 0 No 8
Tian Qusheng 17 0 17 0 0 No 8
Wong Kam Wa 17 0 17 0 0 No 8
Luo Huiyuan 17 0 17 0 0 No 1
Cui Lijie 17 0 17 0 0 No 8

Explanation on the absence from the Board meeting twice in succession

[ Applicable v Not applicable

3. Directors’ objection to any matters related to the Company

Whether there is any objection to the matters related to the Company from the Directors

[ Yes v No

All Directors had no objection to any matters related to the Company during the Reporting Period.

4. Other explanations about performance of duties by Directors

Whether the opinions from the Directors of the Company are adopted

[0 Yes [0 No v Not applicable
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SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE

GOVERNANCE REPORT

IX. SPECIAL COMMITTEES OF THE BOARD DURING THE REPORTING PERIOD

[mportant
Number of opinions and Other Detailed
meetings recommendations  performance  objections
Name of committee ~ Members convened Date of meeting Meeting details proposed of duties (if any)
Audit Committee Bai Hua, Luo Huiyuan and 6 11 January 2023, 28 March 2023, For detals, please No N/A NIA
Tian Qiusheng 20 April 203, 23 August 2023, refer to the relevant
25 September 2023 and contentin "9,
24 October 203 Special Committees
Remuneration and Bai Hug,Tian Qiusheng and 118 December 2023 and of the Board" under No /A NIA
Assessment Committee ~ Cui Lijie 29 December 2013 "V CORPORATE
Nomination Committee ~ Tao Desheng, Luo Huiyuan 129 December 2023 GOVERNANCE No NIA N/A
and Tian Qiusheng DISCLOSURE MADE
Strategy Committee Thu Baoguo,Tang Yanggang 0 NA PURSUANT T0 HONG No NIA NIA
and Tao Desheng KONG LISTING
£SG Comittee Zhu Baoguo, Tang Yanggang, 4 23 March 2023, 27 April 203, RULES" in Section IV o NIA NI
Bai Hua, Tian Qiusheng 25 September 2023 and of this Report.
and Wong Kam Wa 1 November 2023
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

X. WORK OF THE SUPERVISORY COMMITTEE

The Supervisory Committee of the Company is accountable to all Shareholders, responsible for overseeing the legal
compliance of financial matters of the Company as well as performance of responsibilities by Directors, the president and
other senior management of the Company, and safeguarding the legal interests of the Company and Shareholders. The
Supervisory Committee consists of two Shareholders’ representatives and one employee representative of the Company.
The positions of Supervisors held by Shareholder’ representatives are subject to election and removal at general meetings,
and the position of Supervisor held by an employee representative is subject to democratic election and removal by the
employees of the Company.

Whether the Supervisory Committee of the Company discovered risks in its supervisory
activities during the Year

[JYes v No
The Supervisory Committee had no objection of the supervisory matters during the Year.

XIl. RISK MANAGEMENT AND INTERNAL CONTROL

In 2023, the risk management and internal control of the Company mainly focus on internal environment, risk assessment,
control, information and communication and internal supervision. Its scope includes financial control, operational control,
compliance control, ESG and other risks control, as well as principal business and major events of the Company and its
subsidiaries with a focus on risk management and internal control for high risk areas including fund management, R&D,
quality control, asset management, sales, related transactions. It focuses on Group's daily requlated operations, integrity
building, prevention and handling of internal and external risk in the operations.

Responsible persons of each department of the Company and its subsidiaries have performed self-assessments and
evaluation regarding the specific operating procedures and risk management and internal control within their scope of
business in order to ensure compliance of control policies and prepare for the business instruction and inspection from the
management departments of the Company. The management of the Company collaborated with department supervisors to
assess possibilities of risks so as to provide solutions and oversee the progress of risk management. The management is
responsible for monitoring the risk management and internal control and reporting to the Audit Committee and the Board
on results and effects in relation to the risk management and internal control system during the Year.

The Company has established the department of audit and integrity, which is responsible for the internal audit and
integrity building of each department of the Group. The department of audit and integrity carries out audit work in
accordance with the audit plan established by the Company, performs audit annually on the risk management, internal
control system and financial position of each subsidiary, confirms and assesses the completeness and effectiveness of risk
management and internal control system of each subsidiary and continues to supervise and review. In accordance with the
audit needs, the Company established an audit team comprising the department of audit and integrity (as the leader) and
staff from departments of laws, human resources, finance, engineering center and production technology, in order to carry
out a comprehensive internal control and special audit on subsidiaries of the Company, the off office audit and economic
responsibility audit for the management staff and recommend remedies for existing problems, organize and complete
internal audit correction and self-inspection of the subsidiaries. In 2023, the department of audit and integrity continued
to strengthen the special audit of key businesses while fulfilling the Company’s comprehensive audit plan, to achieve a
full coverage of audit projects and audit matters. The department of audit and integrity shall prepare the comprehensive
and special audit reports in accordance with specific audit contents, supervise the remedies of audited departments
simultaneously, report to the management of the Company, and the management of the Company shall regularly report to
the Audit Committee and the Board on effectiveness of the risk management and internal control system.
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SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

Xl. RISK MANAGEMENT AND INTERNAL CONTROL (continued)

According to the requirement of optimizing corporate governance structure and internal control system of the Company,
the Company was devoted to strengthening and optimizing risk management and internal control system, and internal
audit work was gradually professionalized, formulated and standardized. The Company continued to strengthen the
system establishment, build internal audit system which is aligned with the development of the Company, establish risk
management procedure and guidance of various terms of reference, amend and optimize relevant audit system, code of
conduct for audit personnel, audit standards, audit guidelines, complaints reporting management system and audit files
management system. As at 31 December 2023, the department of audit and integrity has completed 41 comprehensive
internal control audits, 20 special audits and 5 economic responsibility audits of each subsidiary of the Group. The audit
period spanned from 2013 to 2023.

During the Year, the Company has completed the special audit and comprehensive audit of the whole year according to
the audit plan, put forward 112 audit recommendations and followed up the formulation and implementation of the audit
rectification plan of each secondary company according to the audit recommendations. Through audits and supervision,
problems in the internal environment can be understood timely, corporate risks are prevented, corruption in key operations
is prevented and organizational goals are promoted.

The Group strengthened integrity building, continued to improve internal control and compliance system building and
established a sound supervisory system and reporting mechanism. The Group established an anti-corruption control and
supervision mechanism and provided for their corresponding responsibilities. The Company encouraged its employees to
report violations of law and discipline, improved the reporting and complaint system, refined the complaint and report
handling process and set up complaint files. The Company conducted regular internal inspections on, including but not
limited to, corporate managers, employees and business partners, to see if there was any non-compliance with law and
discipline. The Company formulated an employee code of conduct, which emphasized internal and external anti-corruption
awareness and multi-channel promotion of the concept of integrity, accepted the promotion and education of integrity
and anti-corruption as a normal practice and enhanced employees’ awareness of integrity.

The Board has acknowledged that it is responsible for the risk management and internal control systems and reviewing
their effectiveness and adequacy, and that such risk management and internal control systems are designed to manage
rather than eliminate the risk of failure to achieve business objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss. After review, the Board considered that the risk management and
internal control of the Company were effective and sufficient, and has obtained confirmation from the management in
respect of the effectiveness and adequacy of risk management and internal control system of the Company.

The inside information of the Group should normally be limited to circulation in relevant departments only. For necessary
inside information circulation among the departments of the Company and its subsidiaries, necessary approval procedures
are required to be performed by departments of the Company and its subsidiaries and approval from department
supervisors are required before the inside information circulates to other departments. The Company should make a
truthful and complete record of all relevant insiders involved with reporting, circulation, compiling, review and disclosure
of inside information before public disclosure and time for such inside information available to insiders, for enquiry from
the Company and regulatory bodies.
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

Xl. RISK MANAGEMENT AND INTERNAL CONTROL (continued)

The insiders of inside information of the Company shall be obligated to keep inside information confidential. The Directors,
Supervisors, the senior management of the Company and relevant insiders shall minimize the number of insiders of inside
information before public disclosure through obligatory measures. The Company shall inspect and make penalty decisions
to any insider dealer or any suggestion from insiders to utilize inside information in a timely manner, and also file such
inspection and penalty results to Guangdong Securities Regulatory Bureau of CSRC and Shenzhen Stock Exchange.

For environmental, social and governance risk management and monitoring, the ESG working group of the Company
(comprised of senior management and the general managers of various departments, business units and secondary
enterprises) has formulated ESG-related objectives and corresponding implementation initiatives, which are reviewed by
the ESG Committee and submitted to the Board for approval, covering key ESG performance indicators such as pollutant
emissions, greenhouse gas emissions, resource consumption, safe production, and quality management. The Board
reqularly reviews the progress towards achieving ESG objectives and recommends actions to be taken on items that
require improvement. In order to achieve the objectives, the Company has also formulated and issued an ESG performance
appraisal plan to effectively link management remuneration with ESG performance. At the same time, the Board actively
participates in stakeholder communication to assess, analyze and prioritize the importance of ESG issues, identify ESG-
related issues that have a significant impact on the Group's operations and/or the interests of other key stakeholders, and
clarify the focus of ESG risk management efforts. For details, please refer to the Company’s 2023 Environmental, Social
and Governance Report.
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

Xil. DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT (continued)

2.  Whether there is resignation of Directors and Supervisors and dismissal of senior
management during their terms of office during the Reporting Period

[ Yes v No

3. Changes in Directors, Supervisors and senior management of the Company

v Applicable [ Not applicable

Name Position Type Date Reason
Du Jun Vice President Appointed 27 September 2023 Not applicable
Liu Daping Vice President Appointed 30 January 2024 Not applicable
Zhou Peng Vice President Resigned 25 September 2023 Reaching of the statutory
retirement age
Xu Peng Vice President Resigned due to expiration 29 June 2023 Resigned due to expiration of
of term of office term of office

Xlll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT

Professional background, main working experience and current position in the Company of the current Directors,
Supervisors and senior management of the Company are summarized as follows:

1. Brief biographies of executive Directors

Mr. Tang Yanggang (fFEF5I|), aged 54, is currently our executive Director, the president, a member of the Strategy
Committee and the Environmental, Social and Governance Committee and the authorized representative of the Company
under Rule 3.05 of the Hong Kong Listing Rules and also serves as a director in other subsidiaries of the Group.
Mr. Tang graduated from Sichuan University (P9 JI| X &2) with a bachelor degree in microbiology in 1992 and is a
senior pharmaceutical engineer. In 2008, he joined Xinbeijiang Pharma, where he served as technical director, general
manager, chairman of the board and secretary to the party committee. Since July 2015, he has been the chairman of the
board of director of Xinbeijiang Pharma. From July 2015 to October 2020, he served as the general manager of the API
business department of the Company. He is also a vice president of Qingyuan Federation of Industry and Commerce, a
member of the Zhuhai Municipal Political Consultative Conference, vice chairman of Qingyuan Entrepreneur Association,
vice chairman of Guangdong Pharmaceutical Association and vice chairman of China Association of Traditional Chinese
Medicine. Since March 2023, he has been a member of the Standing Committee of the Executive Committee of Zhuhai
Federation of Industry and Commerce (Ek/& T L& B #0772 B € ) and an executive member of the Council of Zhuhai
General Chamber of Commerce (Ex/8 T A2 232 == ). Mr. Tang was the executive vice president of the Company
from July to December 2018, and has been the president of the Company since December 2018. Mr. Tang has been the
executive Director of the Company since February 2019.

Mr. Xu Guoxiang (4R B%£), aged 61, is currently our executive Director, vice chairman and vice president, and also
serves as a director in other subsidiaries of the Group. From November 2010 to November 2011, Mr. Xu attended an
advanced EMBA course in the PRC's pharmaceutical industry organized by the Medical School of Peking University (1t
RO EE) and obtained a completion certificate. From 2000 to 2005, Mr. Xu was a director of Yangtze River
Pharmaceutical Co., Ltd. (35 F TR Z AR D AR A A)) . In March 2007, he was the chief sale supervisor of the
Company and the general manager of our branch company in Henan Province. Mr. Xu has been the vice president of
the Company since December 2007. He has been a director of Zhuhai Sanmed Gene Diagnostics Ltd. since April 2020.
He has been a director of Tianjin Tongrentang Group Co., Ltd. (K32 E1Z = % B 5 A R A 7)) since May 2021.
He is currently the vice chairman of China Association of Pharmaceutical Commerce, the standing council member of
the Chinese Hospital Association, the council member of the Bethune Charitable Foundation and the vice chairman of
Guangdong Pharmaceutical Price Association (R & 2 ZE &1 2 ). Since June 2017, he has been the executive
Director of the Company.
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SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

XIll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT (continued)

2. Brief biographies of non-executive Directors

Mr. Zhu Baoguo (&R ), aged 61, is currently the chairman, non-executive Director, the chairman of the Strategy
Committee and the Environmental, Social and Governance Committee of the Company, and also serves as a director in
other subsidiaries of the Group. Mr. Zhu obtained his bachelor’s degree from the school of chemistry of Henan Normal
University (7] & B &3 A2 ) in 1985. Since 2002, Mr. Zhu has been the chairman of the Board and from April 2006
to September 2013, he also served as the president of the Company. Mr. Zhu Baoguo is the founder of Joincare, and
is currently the chairman of Joincare. Since November 2014, he has been honorary vice president of Shenzhen General
Chamber of Commerce (I T T g B (4875 )). Since December 2012, Mr. Zhu has been a council member and
the executive secretary-general of the Nature Conservancy (TNC) Great China Council (K B AR 17 & (TNC) K AR
FEIBE ). Since April 2015, he has been the chairman of the Federation of Shenzhen Commerce under Shenzhen
General Chamber of Commerce CFRYITT 2 A @ R4 & ). Since April 2015, Mr. Zhu has been the chairman
of the Paradise International Foundation (B fEJR 4E RE{REE & = ). Since May 2021, he has been the independent
non-executive director of Central China Management Company Limited (09982.HK). Mr. Zhu Baoguo is the spouse of
Ms. Liu Guangxia (2 & & Z £ ), one of our controlling shareholders.

Mr. Tao Desheng (F&{=f% ), aged 59, joined the Company in 1985 and is currently the non-executive Director, vice
chairman and a member of the Strategy Committee and the Nomination Committee of the Company, and also serves as
a director in other subsidiaries of the Group. Mr. Tao graduated from the school of pharmaceutical chemistry of China
Pharmaceutical University (& 5 #2227 ) with a bachelor’s degree in science. From 2000 to 2002, Mr. Tao attended a
graduate course in enterprise management organized by the School of Business of Sun Yat-sen University (|1 X 2 &
IEEPT ). Mr. Tao obtained his license in pharmacist qualification in October 2002 and the title of senior engineer in
pharmaceutical manufacturing (professor) in 2013. Mr. Tao was the vice president and president of the Company from
June 2005 to March 2014 and from March 2014 to December 2018, respectively. He was our executive Director from July
2009 to December 2018. Mr. Tao has been the vice chairman of the Company since August 2014,

Mr. Qiu Qingfeng (EfEE 2 ), aged 52, is currently the non-executive Director of the Company. Mr. Qiu obtained his
EMBA from China Europe International Business School (F [&1 B B T p 225 ) in September 2007. He is a non-practicing
member of the Chinese Institute of Certified Public Accountants. Mr. Qiu joined Shenzhen Taitai Pharmaceutical Co.,
Ltd. ORI AR K EEZEAFR A E])in 1996. Mr. Qiu has been a director of Joincare since August 2009 and has been a
vice president and the chief financial officer of Joincare since November 2020. Mr. Qiu was the Supervisor and the chief
Supervisor of the Company from June 2005 to April 2007. Mr. Qiu has been the non-executive Director of the Company
since April 2007.
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

XIll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT (continued)

2. Brief biographies of non-executive Directors (continued)

Mr. Yu Xiong (8% ), aged 63, is currently the non-executive Director of the Company. He is a researcher, Bachelor
of Science from Fudan University (18 B K 2) . In 2004, Mr. Yu completed a short program on modern business
management at the Catholic University of Leuven (& X A& ) in Belgium; from July 2005 to January 2006, he had been a
senior visiting scholar at California State University, Northridge (3€ B in/M M 37 K 24k 5853 4% ) . He was a director and
deputy dean of the Chemistry Department of Shanghai Pharmaceutical Industry Research Institute, deputy dean of China
National Pharmaceutical Industry Research Institute. He served as a director of Shanghai Shyndec Pharmaceutical Co., Ltd.
(EERARRER D BR A A])(600420.5H), an independent director of Shandong Lukang Pharmaceutical Co., Ltd.
(lUF B2 BT D AR Q) (600789.5H), Guangdong Taiantang Pharmaceutical Co., Ltd. (J& 5 A & & %5 2 f%
AR A A)) (002433.5Z), the Company, Shandong Xinhua Pharmaceutical Co., Ltd. ([ R FTE R ERZ () B R A 7))
(000756.5Z) and Jinyao Pharmaceutical Co., Ltd. (3 %5 % 2 i {5 5 R 2 A] ) (600488.SH). He was a general manager
and the chairman of Sinopharm Group Yangzhou Weike Biological Engineering Co., Ltd. (Bl ZEEHME = £ T
2B BR A F]). He was a visiting professor at Shanghai Jiao Tong University ( /832 38K £ ), East China University of
Science and Technology (% 52 I8 T A £2) and East China Normal University ( £ 52 £ &5 A 22 ) . Since May 2018, he has
been the director of Shanghai Huatai Investment and Development Co., Ltd. ( - /&% KK EZEE AR A F]). He has
been an independent director of Sichuan Biokin Pharmaceutical Co., Ltd. (PO)I| & FI KB 22 % %5 AR A 7)) (688506.
SH) since September 2019. He also serves concurrently as an honorary director of the Chinese Pharmaceutical Association,
an honorary chairman of the Pharmaceutical Engineering Professional Committee, an honorary director of Shanghai
Society of Chemistry and Chemical Industry and an adjunct professor of East China University of Science (2532 T X
). He was a vice president of Joincare from October 2016 to November 2020. He has been the president of Joincare
since November 2020. Since August 2021, he has been the director of Joincare. Since November 2021, he has been the
chairman of Shenzhen Haibin Pharmaceutical Co., Ltd.. Mr. Yu has been the non-executive Director of the Company since
June 2020.
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SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

XIll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT (continued)

3. Brief biographies of independent non-executive Directors

Mr. Bai Hua (H #£), aged 54, is currently the independent non-executive Director, the chairman of the Audit Committee,
a member of the Remuneration and Assessment Committee and the Environmental, Social and Governance Committee
of the Company. Mr. Bai Hua is a Chinese Certified Public Accountant (non-practicing). He graduated from the Business
School of Wuhan University in 2003 with a doctorate degree in management. He has extensive experience in research and
practices of corporate governance, risk management and internal control. He is currently a professor and doctoral tutor of
the Accounting Department of the School of Management of Jinan University (& X&) . He is also a director of the
Guangdong Auditing Society and a member of the Publicity Committee of the Guangdong Certified Public Accountants
Association. He was an independent director of Shenzhen Expressway Corporation Limited (R 3| & 3R A B &= B f 1D
APR A a])(600548.5H, 00548.HK) from February 2018 to December 2023. From November 2018 to December 2023,
he was an independent director of Guangdong Hongxing Industrial Co., Ltd. (/& 3 7t B & 2 i% ) AR A 7)) (001209.
7). Since June 2020, he has been an independent director of Improve Medical Instruments Co., Ltd. (B5 & & BRI A%
AR A 7)) (300030.57). Since April 2021, he has been an independent director of Skyworth Digital Co., Ltd. (£l 4
I B PR A F))(000810.5Z). Mr. Bai has been the independent non-executive Director, the chairman of the Audit
Committee, a member of the Remuneration and Assessment Committee and a member of the Environmental, Social and
Governance Committee of the Company since June 2020.

Mr. Luo Huiyuan (Z2 &3 ), aged 57, is currently the independent non-executive Director, a member of the Audit
Committee and the chairman of the Nomination Committee of the Company. Mr. Luo graduated from the Law School
of Anhui University (ZZ #I X228 ) and obtained a bachelor's degree in law in 1989. He graduated from the Renmin Law
School (AR B A R K 27K E %) and obtained a master's degree in law in 2000. He is the senior partner of Beijing
Hai Run Law Firm (4t 5B XS 2RI TS AT) . He concurrently serves a vice president of Beijing Chaoyang District
Lawyers Association (4t R T #AF5 & 2 Al 177 = ) . He was a member of the sixth session of Listed Company Merger and
Reorganization Examination Committee of China Securities Regulatory Commission (R ElzF 5 EEE B L B @ H N
B ETAFHEELEFEZZ 82)from July 2016 to June 2019. He was an independent director of Suzhou Yangtze
New Materials Co., Ltd. (RN ¥& T /T ¥ A o1 B9 B BR A &) (002652.57) from January 2018 to January 2021. He
was a principal of Beijing Hai Run Law Firm (4t 5% B K & 2 A Z= 7 F7) from May 2018 to December 2021. He was
an independent director of Tibet Tianlu Co., Ltd. (755 X & M 19 B R A 7) (600326.SH) from January 2016 to January
2022, an independent director of Shanghai Challenge Textile Co., Ltd. ( I /& 3= B 6t 45 45 & A% (7 B BR 2 7)) (002486.
SZ) from January 2017 to June 2023, an independent director of CNPC Capital Company Limited (/P B 5 ) £2 [ & A<
R 17 A BR A &) ) (000617.5Z) from April 2017 to June 2023, an independent director of Xianheng International Science
& Technology Co., Ltd. (5= BB BRI AR (7 B BR A 7)) (605056.5H) from September 2017 to September 2023, and
has been an independent director of Rosefinch Fund Management Co., Ltd. (R E & E IR HGPR A 7)) since September
2020. He has been an independent director of China TX IIOT Corporation Limited (32 E X Z 5 e W H IR D BR A 7))
since December 2021. He has been an independent director of Nanjing IASO Biotechnology Co., Ltd (5 & 8l &2 4 ¥ 2
T A1 78 PR /A &) ) since March 2023. Mr. Luo has been the independent non-executive Director, a member of the Audit
Committee and the chairman of the Nomination Committee of the Company since July 2021.
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

XIll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT (continued)

3. Brief biographies of independent non-executive Directors (continued)

Ms. Cui Lijie (ZE BB #E ), aged 48, is currently the independent non-executive Director and a member of the Remuneration
and Assessment Committee of the Company. Ms. Cui holds a postgraduate degree. She was a director and the secretary
to the board of Zhuhai Ebang Pharmaceutical Co., Ltd. (Bk/B B FBELEEN (D B R A 7)) . She is a member of the
Zhuhai Committee of Jiusan Society, a member of Zhuhai Committee (Jinwan District) of the Chinese Peoples’ Political
Consultative Conference (Bk/8 T £ & & 17 Z& & € ) and an executive member of Zhuhai Women Federation (Jinwan
District) (BR)8 M & E R 17 Bt 5 <) . Ms. Cui has experience of over thirteen years in areas of operation and
management of pharmaceutical companies and operation in capital markets, as well as experience of over six years in the
field of risk management. She has been an executive director and the general manager of Zhuhai Longmen Healthcare
Investment and Management Co., Ltd. (Bx/BEFIEEILEE IR MR A 7)) since April 2016, an executive director
and the general manager of Zhuhai Henggin New Area Longmen Asset Management Co., Ltd. (3R /B EZFREFTE
EEIBAM AR since August 2016, the chairman of Zhuhai Longmen Capital Management Co., Ltd. (Ex/&[&EFT&E
RETEA MR AT since December 2016, a supervisor of Suzhou Iron Technology Co., Ltd. (&R 32 f& B £ AR (D B R
A a])(688329.SH) from May 2017 to May 2021, a director of Suzhou Yusen New Medicine Co., Ltd. (M T Fx ¥ &%
AR A 7)) since April 2018, a director of Deyi Sunshine (Beijing) Co., Ltd. (=55 ¢ (3L ) BIR A &) since June
2020, an non-independent director of Suzhou Iron Technology Co., Ltd. (688329.SH) since May 2021, and a director of
Shenzhen Qianhai Longgishi Information Technology Co., Ltd. GRIIFI/EBE & £ BRI AR A A])since February
2023. She has been an independent director of Taichuan Corporation (28 A )I| &t [& B AMTA% 15 B PR A 7)) since
November 2023. Ms. Cui has been the independent non-executive Director of the Company since July 2021 and a member
of the Remuneration and Assessment Committee of the Company since December 2021.

Mr. Tian Qiusheng (FHFX 4 ), aged 68, is currently the independent non-executive Director, a member of the Audit
Committee, the chairman of the Remuneration and Assessment Committee, a member of the Nomination Committee
and the Environmental, Social and Governance Committee of the Company. Mr. Tian is a doctor of economics, professor
and doctoral tutor. He had studied at Lanzhou University (B& M < 28), Nankai University (f5 B8 A 2) and Northwest
University (F54E K E8) . From July 1982 to July 2005, he taught at Lanzhou University and served as deputy director of
the Department of Economics and deputy head of the School of Economics and Management of Lanzhou University. Since
July 2005, he has taught at South China University of Technology (ZE 32 T K 28) . From October 2005 to June 2017,
he served as deputy head of the School of Economics and Trade of South China University of Technology. He is currently
a guest economist of China Economic Monitoring Center of National Bureau of Statistics of China, a member of the
Academic Committee under the Guangdong Financial Institute, the vice president of the Guangdong Financial Think-tank
Federation and a counselor of the Advisory Office of the Guangdong People’s Government. He was an independent
director of Zhuhai Port Co., Ltd. (BK)& B BIE A &) (000507.5Z) from December 2014 to December 2020. He
has been an independent director of Audiowell Electronics (Guangdong) Co., Ltd. (5 B8 g E R EIRD E R
/N A]) (Beijing Stock Exchange: 832491) from December 2019 to May 2023. He has been an independent director of
Guangzhou Lingnan Group Holdings Company Limited (& 1 £& 5 5= [ 42 B 1% 19 & BR /A &) (000524.5Z) from August
2017 to November 2023, and an independent non-executive director of Fineland Living Services Group Limited (9978.
HK) since October 2017. He has been an independent director of Hucai Printing Co., Ltd.* (R ENE XD BR A 7))
since April 2021. Mr. Tian has been the independent non-executive Director of the Company since October 2019. He has
been a member of the Audit Committee, the chairman of the Remuneration and Assessment Committee, a member of the
Nomination Committee and the Environmental, Social and Governance Committee of the Company since July 2021.

Mr. Wong Kam Wa (& $%%£), aged 52, is currently our independent non-executive Director and a member of the
Environmental, Social and Governance Committee. Mr. Wong is a lawyer who graduated from the University of Hong
Kong with a bachelor degree in engineering and a certificate in law. From May 2011 to March 2016, he worked for Loeb
& Loeb LLP. From April 2016 to July 2019, he worked for Anthony Siu & Co.. Since July 2019, he has been a partner of
Huang Liang LLP* (& 2212 A= #5F7). Mr. Wong has been the independent non-executive Director of the Company
since October 2019. He has been a member of the Environmental, Social and Governance Committee of the Company
since June 2020.
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SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

XIll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT (continued)

4. Brief biographies of Supervisors of the Company

Mr. Wang Maolin GEJP#K), aged 58, graduated from the Law School of Anhui University (Z2 & X &) and obtained
a bachelor's degree in law. Since January 2001, Mr. Wang has been the general manager of the legal and compliance
head department of the Company. Mr. Wang has been the chairman of the labor union of the Company and the employee
representative supervisor since January 2010. Since January 2012, Mr. Wang was re-elected as a representative of the 8th,
the 9th and the 10th Zhuhai Municipal People’s Congress. He has been the chief Supervisor of the Supervisory Committee
of the Company since June 2014.

Mr. Huang Huamin (&), aged 52, an accountant, is currently a Supervisor of the Company and graduated from
Shanghai University of Finance and Economics ( /& Bf &8 KX &) with a bachelor's degree in economics in 1993.
Mr. Huang served as the financial manager of the Company; the chief financial officer, the secretary to the board of
directors and vice president of Gree Real Estate Co., Ltd. (%% 7730 Z& B {7 B BR A &) (600185.5H); deputy general
manager of Guangzhou Golden Eagle Asset Management Co., Ltd. (EM & EEEE IR AR A 7)) and the chief
financial officer of Golden Eagle Fund Management Co., Ltd. (£ EE S E IR AR 2 A)). Mr. Huang was an assistant
to the chairman of the board of directors of China Agriculture Industrial Development Group Co., Ltd. (fF BEZE X
RSB AR AR from March 2019 to August 2020. From October 2020 to November 2021, he has been a director
and the general manager of Sichuan Danzhuer Equity Investment Fund Management Co., Ltd. (P9 )I| £+ 25 BB IR i 18 &
HE BB HMRAF). From November 2020 to October 2022, he was an investment advisor to Zhuhai Security Group
Co., ltd. (R B LZREEAHR 2 a]). From December 2020 to December 2022, he has been an independent director of
Xuzhou Handler Special Vehicle Company Ltd. (% MN)8 fmE ZE R E @A (D G R 2 7)) (300201.52). Since April 2020,
he has been a managing partner of Zhuhai Guanjing Enterprise Management Center (LLP) (3R /BB i b2 EIE R (B
R4 %£)). Since August 2020, he has been the executive director of Kuangshi Investment (Zhuhai) Co., Ltd. (E & &
(¥K)8) AR /A 7]). Since December 2020, he has been the director of Henggin Jingzhun Wisdom Medical Technology
Co., Ltd. (EEHEDSZRERI B AR A a]). Since July 2021, he has been the director of Shenzhen Huachuang Life
Co., Ltd. GEINTEAI 4 ;E XD B R A 7)) (873207.NEEQ). Since October 2021, he has been the director (external
affairs) of Yuanxin (Zhuhai) Private Equity Fund Management Co., ltd. GE{E GR/B) A EEESEEBPR A 7). Since
November 2021, he has been the Secretary-General of Zhuhai Association for Listed Companies (¥5)8 T F A RIHE) .
Since February 2022, he has been an arbitrator of Zhuhai Court of International Arbitration (Ek /& B FR £ b7 ) . Since
October 2022, he has been an executive director of Zhuhai Listed Development Fund Co., Ltd. (38 F T3 REE S H
FR A &]). Since December 2023, he has been the independent director of Youngy Health Technology Co., Ltd. (¥ &
R B BR A 7)) (300247.57). Mr. Huang has been a Supervisor of the Company since June 2013.

Mr. Tang Yin (35 J8l), aged 49, is currently a Supervisor of the Company. He graduated from the South China University
of Technology (£ & 32 T K28 ) with a double degree in mechanics and mathematics in 1996, a master degree of science
in applied mathematics in 1999, and a doctor degree from the Intelligent Calculation Team of the School of Computer
Science in 2004. Since 2004, he has successively served as a deputy professor and a professor, and a master tutor of
School of Management of Jinan University (2% 5 X B2 % 38 82657 ) . From January 2012 to October 2020, he has been
an assistant to the dean of School of Entrepreneurship of Jinan University (22 &g K E2 8l % 207 ) and since 2012, he
has been the director of Internet Innovation Institute. Since March 2020, he has been the deputy director of Experimental
Education Center of Economics and Management (National) of Jinan University (B A2&BEEE (HRK) B
HEREH (). He is also the deputy secretary-general of Guangzhou Internet Association, the vice president of the
Hong Kong & Guang Zhou Innovation and Technology Association (Z& 7 & I &% & £l 5= ), a member of the
Expert Committee of Guangdong Electronic Commerce Association, vice chairman of Guangzhou Electronic Commerce
and Internet Economy Association and a council member of Guangdong Mobile Economy Association. Since April 2023 to
present, he has been an independent director of GRG Metrology & Test Group Co., Ltd. (& & 5t = #2081 &£ B & (9 B R
AN 7])(002967.57). He has been a Supervisor of the Company since February 2016.
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

XIll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT (continued)

5. Brief biographies of other senior management of the Company

Mr. Yang Daihong (#5X 72 ), aged 57, joined the Company in 1997 and is currently the vice president of the Company,
has a title of senior engineer and is a licensed pharmacist. He studied at China Pharmaceutical University ( Ff B 25 %} K
) from 1984 to 1988 and obtained a bachelor's degree of science. From 2000 to 2002, Mr. Yang attended a course
in enterprise management organized by the School of Business of Sun Yat-Sen University (Ff || K E2& I8 267 ) . From
1999 to 2009, Mr. Yang was the deputy factory manager and factory manager of Livzon Group Livzon Pharmaceutical
Factory. Mr. Yang was an executive Director of the Company from October 2014 to June 2017, and he has been the vice
president of the Company since May 2006.

Ms. Si Yanxia (A]7E &8 ), aged 55, is currently the vice president and chief financial officer of the Company. She
graduated from the Department of Accounting at Shanxi University of Finance and Economics (|1 75 87 4% E2F5% ) with a
bachelor degree in July 1990. She is an accountant. Ms. Si finished part-time CFO study at China Europe International
Business School (A B B BR T g 2263 ) from July 2005 to November 2005. She joined the Company in April 1993 and
was the manager of the capital settlement center and the manager of the accounting center of the accounting head
department of the Group. She was the director of the accounting head department of the Company from April 2004 to
June 2014 and has been the vice president and chief financial officer of the Company since June 2014.

Mr. Du Jun (£ E ), aged 47, is currently the vice president of the Company. He graduated from Shanxi Medical
University (Ll PR B8R} K ) in 1997, majoring in Integrated Traditional and Western Medicine Physician. From 2000 to
June 2007, he successively served as senior representative, manager of new product sector and regional sales manager of
Tasly Pharmaceutical Group Co., Ltd.* (KT H B &EE B K {H AR A &) . From August 2008 to July 2011, he was the
regional manager of Guangdong Branch of Buchang Pharmaceuticals Co., Ltd.* (F R B ZEJ 5 H R A 7). He joined
the Company in August 2011 as the sales director of the prescription drug business division. He was the general manager
of the southern region of the prescription drug business division from January 2013 to May 2019, and the assistant to the
president from June 2019 to September 2023. He has been the general manager of the prescription drug business division
since June 2019. Since March 2023, he has been the council member of Journal of China Pharmaceutical University ({#
BRI KEZE3R)). He has been the vice president of the Company since September 2023,

Ms. Huang Yuxuan (Z ¥i3iE) , aged 57, is currently the vice president of the Company. Ms. Huang graduated from Fujian
Agricultural and Forestry University (18 2 /2 AR A 2 ) with a bachelor degree in 1989. From 2000 to 2002, she studied
a program of post-graduate course in business administration at the University of International Business and Economics
(oM E 5 KE) . In 2004, she was qualified as a senior economist. In 2005, she joined the Group and was the
deputy general manager of Fuzhou Fuxing. Since July 2015 and June 2016, she has been the deputy general manager of
APIs business department of the Group and the general manager of Zhuhai Livzon Pharmaceutical Trading Co., Ltd. (¥x/&
TREREEE 5 HMR A a]), respectively. She was an assistant to the president of the Group from December 2016 to
October 2018. Ms. Huang has been the vice president of the Company since October 2018.
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SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

XIll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT (continued)

5. Brief biographies of other senior management of the Company (continued)

Mr. Yang Liang (%552 ), aged 40, is currently the vice president of the Company, the secretary to the Board, company
secretary and authorized representative of the Company. In 2006, he graduated from Jinan University (& F K 22)
with a bachelor degree in management. In 2008, he graduated from the School of Business Administration, South China
University of Technology (£ & 3 T K £2) with a master degree in management. He obtained the Fund Qualification
Certificate, and is eligible to be an independent director. From May 2008 to June 2010, Mr. Yang worked successively as
strategic development director and investment and acquisition manager in Zhuhai Wiseman Co., Ltd. (¥k/& & 44 £ ik
S B BR A A)) . From July 2010 to July 2011, he served as the strategic performance director in the department of
enterprises management of China International Marine Containers (Group) Ltd. (P Bl B R /B EE 46 (£ F) i
APR A a])(CIMC, 000039.5Z, 02039. HK). He joined the Secretariat of the Board of the Company as senior investment
project manager in August 2011. He obtained the Certificate of Secretary to the Board issued by Shenzhen Stock Exchange
in December 2012 and the Certificate of Affiliated Person of the Hong Kong Institute of Chartered Secretaries in December
2014. He has been a fellow of the Chartered Governance Institute and a fellow of The Hong Kong Chartered Governance
Institute since March 2022. He has been the secretary to the Board, the company secretary and authorized representative
of the Company since June 2014 and the vice president of the Company since June 2020.

Mr. Liu Daping (2 X ), aged 36, is currently the vice president of the Company. He graduated from China
Pharmaceutical University (FP B 225} K 22 ) with a bachelor's degree in pharmaceutical preparations. From September
2010 to July 2019, he served as the technician, head of workshop and production director of Shenzhen Haibin
Pharmaceutical Co., Ltd. CEII T /B BERZEHF R A F]). From July 2019 to June 2021, he served as the executive
deputy general manager of Shenzhen Taitai Pharmaceutical Co., Ltd. ORI AN ZEZEHF R A 7). From July 2021 to
January 2024, he served as the deputy director of production management centre of Joincare Pharmaceutical Industry
Group Co., Ltd. (R &2 £ E IR H B R A 5) and was in charge of Shenzhen Taitai Pharmaceutical Co., Ltd. (&
YK K 2% % 5 R A 7)) (general manager from October 2021 to January 2024) and Joincare Haibin Pharmaceutical Co.,
Ltd. (B2 FE T /8B B3 A R /2 A]) . He has been the vice president of the Company since January 2024,

6. Positions held in shareholders’ company
v Applicable [ Not applicable

Receive
compensation
Name of and allowance
shareholders' Commencement Expiration of from shareholders’
Name company Position of term of office  term of office company
Zhu Baoguo Joincare Chairman of the board of ~ August 2021 August 2024 Yes
directors
Qiu Qingfeng Joincare Director, Vice president,  August 2021 August 2024 Yes
Chief financial officer
Yu Xiong Joincare Director and President August 2021 August 2024 Yes
Note to the position held The above terms of office are tenures of the directors or senior management who are appointed at the eighth session of

in shareholder's company the board of directors of Joincare.
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

Xlll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR

MANAGEMENT (continued)

7. Positions held in other entities

v Applicable

[J Not applicable

Expiration

Commencement  of term

Receive
compensation
and allowance

Name Name of entity Position of term of office  of office from entity
Zhu Baoguo Shenzhen Federation of Industry & Commerce Honorary vice November 2014 No
(RImImEsee(Fmese)) president
The Nature Conservancy (TNC) Great China Council member, December 2012 No
Councll (X B AfRE H &INOR P £ Executive
Bzeg) secretary-general
Paradise International Foundation Chairman April 2015 No
(MERERREEL®)
Central China Management Company Limited Independent May 2021 Yes
(09982.HK) non-executive
director
Tang Yanggang Qingyuan Entrepreneur Association Vice chairman August 2012 No
(FROEZRNE)
Qingyuan Federation of Industry and Vice president November 2016 No
Commerce (BET LH¥HAE)
Qingyuan Municipal Political Consultative Member January 2017 June 2022 No
Conference (5 & M EL )
Zhuhai Municipal Political Consultative Conference  Member June 2022 No
(R H)
Guangdong Pharmaceutical Association Vice chairman August 2019 No
(EREEZ28)
China Assaciation of Traditional Chinese Vice chairman November 2019 No
Medicine (1 Bl 223 &)
Xu Guoxiang Chinese Hospital Association Standing council January 2012 No
(FEERGE) member
China Association of Pharmaceutical Vice chairman November 2012 No
Commerce (PRI BB £ K E)
Bethune Charitable Foundation Council member October 2016 No
(BRBRHELE)
Guangdong Pharmaceutical Price Assaciation Vice chairman November 2018 No
(EREBEERTE)
Tianjin Tongrentang Group Co., Ltd. Director May 2021 No
(RRACEZSERHERLA)
Zhuhai Sanmed Gene Diagnostics Ltd. Director April 2020 No

(REMEXERBANRERAA)

Livzon Pharmaceutical Group Inc. | Annual Report 2023

167



SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

XIll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT (continued)

7. Positions held in other entities (continued)
Receive
Expiration compensation
Commencement  of term and allowance
Name Name of entity Position of term of office of office from entity
Yu Xiong Shanghai Huatai Investment and Development Director May 2018 No
Co, ltd (EBEXRREERARAF)
Shanghai Fangyu Health Pharmaceutical Chairman November 2018 No
Technology Co., Ltd. (/877 T 62 Fr B 2
HEERAR)
Xinling Pharmaceutical Technology (Shenzhen) Chairman July 2020 January 2022 No
Co, Ld. (BB &R ORI BRAT)
Guangzhou Joincare Respiratory Drugs Executive director December 2020 No
Engineering Technology Co., Ltd.
(BMBRTHRED TREMERAF)
Jinyao Pharmaceuticals Co., Ltd. Independent director ~ December 2016 Yes
(REEZRAER D F)(600488.5H)
Sichuan Biokin Pharmaceutical Co., Ltd. Independent director ~ September 2019 Yes
(mNBHMXEEXRHPERAR)
(688506.5H)
Shenzhen Haibin Pharmaceutical Co., Ltd. Chairman November 2021 No
Chinese Pharmaceutical Association Standing director August 2012 January 2022 No
(hRZEES) Honorary director January 2022 No
Pharmaceutical Engineering Professional Honorary chairman ~ November 2019 No
Committee (BB TIREXZE &)
Shanghai Society of Chemistry and Chemical Honorary director October 2016 No
Industry (£ &ML B TES)
East China University of Science and Technology ~ Adjunct professor July 2019 No
(BREIKRE)
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

XIll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT (continued)

7. Positions held in other entities (continued)
Receive
Expiration compensation
Commencement  of term and allowance
Name Name of entity Position of term of office of office from entity
Bai Hua Accounting Department of the School of Professor October 2014 Yes
Management of Jinan University Doctoral tutor September 2015 Yes
(BEEAREREREHER)
Guangdong Auditing Society Director September 2009 No
(EREZEH28)
Guangdong Certified Public Accountants Member of the October 2010 No
Association (BR & M &t hhine) Publicity Committee
Shenzhen Expressway Corporation Limited Independent director ~ February 2018 December 2023 Yes
(RYBRABEERNBBRRF)
(600548.5H, 00548.HK)
Improve Medical Instruments Co., Ltd. Independent director ~ June 2020 Yes
(FEBERERRNERAF)
(300030.52)
Guangdong Hongxing Industrial Co., Ltd. Independent director ~ November 2018 December 2023 Ves
(BERAREERNDARAA)
(001209.52)
Skyworth Digital Co., Ltd. (&4 & F & {3 Independent director ~ April 2021 Yes
AR 2 8])(000810.57)
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SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

XIll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT (continued)

7. Positions held in other entities (continued)
Receive
Expiration compensation
Commencement  of term and allowance
Name Name of entity Position of term of office of office from entity
Luo Huiyuan Beijing Hai Run Law Firm Chief officer May 2018 December 2021 Yes
(tRBEREEMELM) Senior Partner December 2017 Yes
Beijing Chaoyang District Lawyers Association Council member and ~ September 2018 January 2023 No
(Erm@GREMHE) vice chairman of
Finance & Taxation
Committee
Vice president January 2023 No
Suzhou Yangtze New Materials Co., Ltd. Independent director ~ January 2018 January 2021 Yes
(BEMHFIHEAHROERAF)
(002652.52)
Tibet Tianlu Co., Ltd. Independent director  January 2016 January 2022 Yes
(B KB R ARAA)(600326.5H)
Shanghai Challenge Textile Co., Ltd. Independent director  January 2017 June 2023 Yes
(LEEBASBaRHERAR)
(002486.52)
CNPC Capital Company Limited Independent director ~ April 2017 June 2023 Yes
(PEAREBEARNBERRA)
(000617.52)
Xianheng International Science & Technology Independent director ~ September 2017 September 2023 Yes
Co, Ltd. (B F BRMERHERAF)
(605056.5H)
Rosefinch Fund Management Co., Ltd. Independent director ~ September 2020 Yes
(REESERARAR)
China TX 10T Corporation Limited Independent director ~ December 2021 Yes
(EERGERENERHERAA)
Nanjing 1ASO Biotechnology Co., Ltd Director March 2023 Yes

(ARHIEENEmERERAR)
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

XIll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT (continued)

7. Positions held in other entities (continued)
Receive
Expiration compensation
Commencement  of term and allowance
Name Name of entity Position of term of office of office from entity
Cui Lijie Zhuhai Committee of Jiusan Society Committee member ~July 2016 No
(W=BHKEMWZE®)
Zhuhai Committee (Jinwan District) of the Standing committee  January 2016 No
Chinese Peoples' Political Consultative member
Conference (BT 2 EERHZEE)
Zhuhai Women Federation (Jinwan District) Executive committee ~ March 2013 No
(KETeERRAEAE) member
Zhuhai Longmen Healthcare Investment and Executive director and  April 2016 No
Management Co., Ltd. (k82 FIBERE general manager
ERERRA)
Zhuhai Henggin New Area Longmen Asset Executive director and  August 2016 No
Management Co., Ltd. (B EZEHE general manager
BFREEEEERAA)
Zhuhai Longmen Capital Management Co., Ltd. Chairman December 2016 No
(hBRFEAERERAR)
Suzhou Iron Technology Co., Ltd. Supervisor May 2017 May 2021 No
(BEMLERERDERAF)
(688329.5H)
Suzhou Yusen New Medicine Co., Ltd. Director April 2018 No
(BEMERFERRRA)
Deyi Sunshine (Beijing) Co., Ltd. Director June 2020 No
(EHBF (LR)FRAE)
Suzhou Iron Technology Co., Ltd. Non-independent May 2021 No
(ML EMBERPERAR) director
(688329.5H)
Shenzhen Qianhai Longgishi Information Director February 2023 No
Technology Co., Ltd.
(RIFBES LERMRAERRA)
Taichuan Corporation (38 A /|4t @ £ fiTAX  Independent director ~ November 2023 No

AR AH)
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SECTION 1V. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

XIll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT (continued)

7. Positions held in other entities (continued)
Receive
Expiration compensation
Commencement  of term and allowance
Name Name of entity Position of term of office of office from entity
Tian Qiusheng China Economic Monitoring Center of National Guest economist October 2002 No
Bureau of Statistics of China
(ARG RTELSESREATL)
Advisory Office of the Guangdong People’s Counselor February 2014 No
Government (BR & ARBIF2 2 %)
Academic Committee under the Guangdong Member September 2016 No

Financial Institute
(ERecREeENEEY)

Guangdong Financial Think-tank Federation Vice president February 2018 No
(EREeREERAE)

Zhuhai Port Co., Ltd. (35 /8B ER2A)  Independent director  December 2014 December 2020 Yes

(000507.52)

Guangzhou Lingnan Group Holdings Company Independent director ~ August 2017 November 2023 Yes
Limited (BN 2R £ EERRIDERAT)
(000524.52)

Fineland Living Services Group Limited Independent October 2017 Yes
(9978.HK) non-executive

director

Audiowell Electronics (Guangdong) Co., Ltd. Independent director ~ December 2019 May 2023 Yes
(ERBABBRHMRRNERAF)
(832491.8))

Hucai Printing Co., Ltd. Independent director ~ April 2021 Yes
(REHNERMERRAR)

Wang Maolin Zhuhai Committee of Jiusan Society Deputy chairman July 2016 July 2021 No

(W=BHKENZEE)

9th Zhuhai Municipal People” s Congress Representative January 2017 January 2022 No
(RETENEARREAS)

10th Zhuhai Municipal People" s Congress Representative January 2022 No

(REMETEARKEAE)
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SECTION IV. CORPORATE GOVERNANCE AND CORPORATE
GOVERNANCE REPORT

XIll. POSITIONS HELD BY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT (continued)

7. Positions held in other entities (continued)
Receive
Expiration compensation
Commencement  of term and allowance
Name Name of entity Position of term of office of office from entity
Huang Huamin Guangzhou Golden Eagle Asset Management Co.,  Deputy general August 2017 March 2019 Yes
ltd. (BMEBEEERBRAA) manager
Golden Eagle Fund Management Co., Ltd. Chief financial officer ~ August 2017 March 2019 Yes
(CEESERERDA)
China Agriculture Industrial Development Group  Assistant to the March 2019 August 2020 Yes
Co., Ltd. chairman of the
(FREZEXEREEFRAA) board of directors
Zhuhai Guanjing Enterprise Management Center ~ Managing partner April 2020 No
(Limited Partnership)
(GEEBELEEERL(BRAE))
Kuangshi Investment (Zhuhai) Co., Ltd. Executive director August 2020 No
(ER&RE (KB FRRA)
Kuangshi Investment (Zhuhai) Co., Ltd. General Manager August 2020 October 2021 Yes
(ERKRE (KB FRAA)
Sichuan Danzhuer Equity Investment Fund Director, general October 2020 November 2021 No
Management Co., Ltd. manager
(m)IFRAREREESERBRAA)
Zhuhai Security Group Co., Ltd. Investment advisor ~ November 2020 October 2022 Yes
(HKEZREERRRA)
Henggin Jingzhun Wisdom Medical Technology Chairman December 2020 September 2021 No
Co., Ltd. (EEHRERZREREARNF) Director December 2020 No
Xuzhou Handler Special Vehicle Company Ltd. Independent director ~ December 2020 December 2022 Ves

(N EREZRERRN AR LRF)
(300201.52)
Shenzhen Huachuang Life Co., Ltd. Director July 2021 Yes
(RImELEERNERAF)
(87