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Section | Important Notes, Contents, and Definitions

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

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

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

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

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

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

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

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

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

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

(IV) Other related materials.


http://www.cninfo.com.cn/
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Term
CSRC

SZSE

Hong Kong Stock Exchange

SASAC of Yunnan Province

The Company or Yunnan Baiyao

New Huadu

State-owned Equity Management Company

Yunnan Hehe
Jiangsu Yuyue
Baiyao Holdings
YNBY International or Ban Loong Holdings

Shanghai Pharma

Mixed ownership reform

Merger and overall listing

Health Products Company
Yunnan Pharma
CEO
IP
ESG
NMPA
Al
OoTC

Reporting period

RMB, RMB’0,000, RMB’00,000,000

Definitions

Definitions
China Securities Regulatory Commission

Shenzhen Stock Exchange

The Stock Exchange of Hong Kong Limited

State-owned Assets Supervision and Administration Commission of Yunnan

Provincial People’s Government
Yunnan Baiyao Group Co., Ltd.

New Huadu Industrial Group Co., Ltd.

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

Yunnan Hehe (Group) Co., Ltd.

Jiangsu Yuyue Science & Technology Development Co., Ltd.
Yunnan Baiyao Holdings Co., Ltd.

YNBY International Limited (Formerly Ban Loong Holdings Limited)
Shanghai Pharmaceuticals Holding Co., Ltd.

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

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

Yunnan Baiyao Group Health Products Co., Ltd.
Yunnan Pharmaceutical Co., Ltd.

Chief Executive Officer

Intellectual Property

Environmental, Social and Governance

National Medical Products Administration
Artificial Intelligence

Over-the-counter drug

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

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

I. Company Profile

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

Company Name in Chinese
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Location where the Company prepares and places

its Annual Report Company Archives Room

IVV. Changes in Registration

Unified Social Credit Code 9153000021652214XX

Changes in the principal businesses of the Company

since it was listed (if any) None

1997: Yunnan Pharmaceutical Corporation

1999: Yunnan Pharmaceutical Group Co., Ltd.

2003: Yunnan Yunyao Co., Ltd.

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

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

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

V. Other Information

The accounting firm engaged by the Company

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

0O Applicable M Not applicable

V1. Key Accounting Data and Financial Indicators

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

OYes M No
50353

2024
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Diluted earnings per share (RMB/share) 2.66 2.29 16.16% 1.90
Weighted average ROE 11.99% 10,5106 | UP 148 perci}?ﬁ%‘; 7.87%

Increase/decrease

compared to the

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

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

the listed company (RMB)

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

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

going concern

OYes M No

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

OYes M No

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

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

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

Preferred share dividend paid 0.00

Perpetual bond interest paid (RMB) 0.00

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

capital (RMB/share) )

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

Accounting Standards

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

OApplicable Not applicable

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

IFRS and CAS.

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

accounting standards and CAS

OApplicable Not applicable

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

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

Unit: RMB
Q1 Q2 Q3 Q4

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

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

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

OYes “INo

IX. Non-recurring Profits and Losses and their Amounts

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

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

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

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

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

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

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

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

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

I. Industry Landscape of the Company during the Reporting Period

(1) Industry landscape and development trends

In 2024, as the reform of the pharmaceutical and healthcare system deepens and the industry undergoes
transformation and upgrading, China’s pharmaceutical and healthcare sector has entered a critical period of change
and adjustment. Due to the combined impact of many factors, the pharmaceutical and healthcare sector is experiencing
slow growth. According to the China Pharmaceutical Enterprises Association, pharmaceutical industrial enterprises
above designated size achieved flat year-on-year revenue in 2024, while profits decreased by 0.9% year on year. Driven
by policy support, technological innovation and market demand, the pharmaceutical industry faces both opportunities
and challenges. In terms of demand, on one hand, the accelerating aging of the population has led to an increased need
for the diagnosis and treatment of chronic diseases, driving the expansion of both the medical services and
pharmaceutical markets. At the same time, public recognition of traditional Chinese medicine (TCM) continues to rise,
with TCM consumption scenarios extending into daily healthcare, driving continuous market growth. On the other
hand, with the rising health consciousness, people are placing higher demands on the accessibility, safety, cost-
effectiveness, and personalization of medical resources. In terms of supply, scientific and technological innovation
continues to empower medicine and health. The application of artificial intelligence (Al), information technology, and
other fields in TCM is continuously expanding, providing new opportunities for the innovative development of TCM.
With the continued implementation of policies such as healthcare insurance and centralized procurement,
pharmaceutical products need to further focus on clinical value to better meet the demands of modern society.
Pharmaceutical companies are facing more challenges in quality management, innovation and R&D, and cost control.
In terms of channels, there have been structural changes in the online and offline sales channels for pharmaceutical
and healthcare products. Online channels continue to expand, with the exploration of “patient-centered” multi-models
and scenarios emerging as a new trend. As the trend of offline retail chain and centralization is becoming more evident,
retail channels differentiate themselves through more professional and meticulous services. With the regionally
balanced deployment of high-quality medical resources, pharmaceutical products and services are extending further
into grassroots areas, benefiting a wider range of patients.

China attaches great importance to the development of TCM, continuously improving the mechanism for both

the inheritance and innovation of TCM, and promoting the high-quality development of the TCM industry. In 2024,
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several national ministries and commissions jointly issued the Opinions on Further Strengthening the Construction of

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

Yunnan Baiyao has always been committed to the inheritance and innovation of TCM, continuously exploring
the intrinsic potential of traditional medicinal products, and promoting the integration of TCM into modern life. The
Company continuously injects new vitality into its brand and products, forming a product portfolio with 40 categories
and 416 varieties. In the pharmaceutical products domain, Yunnan Baiyao holds 567 drug approval numbers and 316
product varieties, including 222 types of Chinese patent medicines, 43 of which are exclusive varieties. The Company
started with the century-old Yunnan Baiyao powder as its foundation and has gradually created a series of core
pharmaceutical products in the field of musculoskeletal and minor wound care, covering all kinds of product forms
such as aerosols, plasters, tinctures and woundplast, and has formed a competitive matrix of branded TCM in the areas
of cold and anti-inflammatory, gastrointestinal digestion, cardiovascular medicines, and gynecological and pediatric
medicines. In the field of health products, combining traditional Yunnan Baiyao products with oral care products, we
have successfully created a group of oral care products, with the flagship product of Yunnan Baiyao Toothpaste, which
has become a classic case of cross-sector innovation and reshaping of consumption by TCM enterprises. Based on the
pharmaceutical science and technology, and drawing on the essence of natural plants, we have successfully created
the scalp health care brand “Yangyuanging.” Leveraging its successful development in pharmaceutical and health
product sectors, the Company has expanded its business footprint into various domains, including natural medicine,
TCM decoction pieces, special medicines, medical devices, personal care products, and healthcare food. This move
enables the Company’s evolution from a TCM manufacturing enterprise to a modern, Big Health-oriented entity. In
2024, Yunnan Baiyao continued to maintain its market leadership in multiple business sectors. The Company’s core
product, Yunnan Baiyao Aerosol, holds a 91.8% market share in the retail market for topical aerosols of Chinese patent
medicine used for joint and muscle pain in the musculoskeletal system, ranking first in the market. Yunnan Baiyao

Woundplast account for 72.4% of the retail market share in the external hemostatic (including medicated) woundplast
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segment, also ranking first in the market. Yunnan Baiyao (Powder) holds a 14.9% retail market share in the full-body
Chinese patent medicine for bone injuries in the musculoskeletal system, ranking first in the market (Source:
Sinohealth CHIS). Yunnan Baiyao Toothpaste continues to maintain the No.1 market share in the Chinese full-channel
market in 2024 (Source: Nielsen Retail Data 1Q 202412).

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

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

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

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

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

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

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

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

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

talents”

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

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

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

decision-making system “based on facts.”

I11. Analysis on Core Competitiveness

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

the Yunnan Baiyao brand, the Company has expanded from a pharmaceutical brand into a multi-brand ecosystem
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covering personal healthcare products, crude drugs, and “Big Health” products. We have built a diverse portfolio of
brands and continuously expanded our reach to target audiences, enhancing our brand value over the long term. The
Company has been consistently listed in the brand value rankings of internationally authoritative organizations. During
the reporting period, it was selected as one of the top 25 companies in the Healthcare - The World’s Most Valuable
and Strongest Pharmaceutical, Medical Device and Healthcare Service Brand Value Rankings published by Brand
Finance, ranked 33" in the List of Top 50 Global Pharmaceutical Companies by Pharmaceutical Executive in US,
ranked 45" in the List of China’s Best Brands published by Interbrand, and ranked 715t in the Kantar BrandZ Top 100
Most Valuable Chinese Brands list and 1t in the healthcare industry, etc.

(1) Full industrial chain advantage

In terms of TCM resources, we will further uphold our responsibilities as a chain leader, based on the strategic
positioning of “the *chain leader’ with high-quality development of Yunnan TCM resources.” Relying on the authentic
medicinal resources and location advantages of Yunnan Province, we will leverage Yunnan Baiyao’s accumulated
expertise in in technology, brand, channel, capital and talent, as well as the demonstration, leading and driving role of
the leading enterprise in industrial development. We have built a digitalized industrial chain ecosystem for TCM
materials with the model of “1+1+N,” which consists of “1 TCM production, research and marketing integrated digital
intelligence platform + 1 new specialized market for TCM materials at the origin + multi-dimensional synergies,” to
promote the standardization, scaling, branding and digitalization of the TCM industry and transform resource
advantages into industrial competitive advantages and long-term sustainable development advantages, so as to support
“excellent TCM products” by “excellent Yunnan TCM resources.”

Driven by its long-term and continuous investment in key strategic varieties of TCM materials, the Company has
achieved a complete and closed-loop industrial chain from seed selection and cultivation to production and processing.
This has established a robust supply system for strategic medicinal materials, effectively ensuring the quality stability
of TCM raw materials and controlling the price fluctuations of strategic TCM raw materials. This system has laid the
groundwork for the long-term and sustainable development of Yunnan Baiyao.

(111) Continuous innovation capability

Yunnan Baiyao consistently meets the rapidly evolving and upgrading consumer demand through continuous
innovation. The Company is committed to integrating TCM into modern life through the consumer-centered
“customer-oriented innovation,” “social innovation” based on government-industry-academia-research-medicine
collaboration and *“digital innovation” powered by advanced technologies such as Al, big data, and cloud computing.”

We have evolved from a single hemostatic product to a vast Yunnan Baiyao industrial group, covering various sectors
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of the health industry, and created classic examples of innovation and the integration of TCM products into daily life,
such as “Yunnan Baiyao Woundplast” and “Yunnan Baiyao Toothpaste.”

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

(1V) Talent team strengths

The Company has established a long-term mechanism for talent security to deepen the market-oriented selection
and employment mechanism, improve the mechanisms for talent introduction, training, and selection, and foster an

environment conducive to the growth of its talent pool. By focusing on both internal team development and the
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industrial revenue in total operating revenue has further increased to 36.14%, with the growth rate of industrial revenue
reaching 5.30%. The gross margin of the industrial business is 65.93%, which is 1.69 percentage points higher than
the same period of the previous year. The Company’s efforts to improve quality and efficiency were effective, with

sales expenses decreasing by 2.26% and management expenses decreasing by 1.98% compared to the previous year.
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Directors considered and approved the Strategic Plan for 2024-2028 as the guiding document for Yunnan Baiyao’s
work in the next five years. The Company will follow the guidelines set out in the Plan, embrace inheritance and
innovation, surpass ourselves to embark on a new journey, and drive the century-old Baiyao toward becoming a
Chinese leading and world-class modern pharmaceutical industry group, achieving synergistic growth in scale, quality,
and structure. Also, the Company continues to strengthen the implementation of its strategy, and responds to external
uncertainties with the certainty of its strategic direction and the effectiveness of its execution. The Company has
continuously enhanced its strategic leadership capability, and the focus on principal business execution has yielded
significant results. On one hand, the Company has solidified its principal business market, and on the other hand, new
growth areas have achieved breakthroughs.

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

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

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

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

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

channel segmentation, the in-hospital channel was expanded steadily thanks to continuous cultivation, our dominance



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

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

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

2) Health Products Business Group

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

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

22 patent authorizations, submitted 6 applications, and published 2 papers in top international SCI journals during the
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reporting period. In terms of content marketing, we carried out special programs in key nodes, focusing on the
keywords of the brand, such as “gum protection” for Yunnan Baiyao Toothpaste, and “anti-hair loss” for hair care and
anti-hair loss series. On World Oral Health Day, we launched the “Healthy Oral 123 Plan.” Upholding the concept of
“integrating TCM into modern life,” we enhanced the brand’s influence and empowered the brand’s business growth

across the region through the “Amazing Chinese Heritage” project and high-quality cultural content. We co-branded
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than 7 million bags of decoction.

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

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

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

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

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

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

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

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

The Company focuses on TCM and innovative drugs. On the one hand, we uphold inheritance and innovation,

and develop the TCM business. We solidified the development of germplasm resources by establishing a seed industry
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make differentiated deployment in innovative drugs. Based on the criteria of technology frontier, clinical demand and
resource endowment, we take the initiative to integrate into the national and local biomedical strategies, and deploy
and develop innovative drugs with more competitiveness and market prospects. During the reporting period, upholding
the innovation-driven strategy, the Company has promoted the transformation of results, continuously improved the
development momentum, and promoted scientific planning of short -, medium - and long-term projects in an orderly

manner.
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