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2025 Annual Report

Section I Important Notes, Contents, and Definitions

The Board of Directors (the “Board”), the directors 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. Zhang Wenxue, 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 cash dividend to be implemented this time will be combined with the special dividend already
distributed in 2025. The total accumulated cash dividends for 2025 represent 90.09% of the net profit
attributable to shareholders of the listed company for 2025, with the total accumulated cash dividends
amounting to RMB 4,642,651,293.01 (tax inclusive). The Company completed the distribution of the
2025 special dividend profits in September 2025, distributing cash of RMB 10.19 per 10 shares (tax
inclusive), with total cash dividends amounting to RMB 1,818,163,592.46 (tax inclusive).

The Company’s 2025 annual profit distribution plan is as follows: Based on the total share capital
of the Company of 1,784,262,603 shares as at the end of 2025, the Company proposes to distribute cash
dividends of RMB 15.83 per 10 shares (tax inclusive) to all shareholders, with no bonus shares issued
and no capital reserve to increase the share capital.

This report has been prepared in Chinese and translated into English. Should there be any

discrepancies or misunderstandings between the two versions, the Chinese version shall prevail.
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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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Definitions
Term Definitions
CSRC China Securities Regulatory Commission
SZSE Shenzhen Stock Exchange

Hong Kong Stock Exchange

The Stock Exchange of Hong Kong Limited

SASAC of Yunnan Province

State-owned Assets Supervision and Administration Commission of Yunnan
Provincial People’s Government

The Company or Yunnan Baiyao

Yunnan Baiyao Group Co., Ltd.

New Huadu

New Huadu Industrial Group Co., Ltd.

State-owned Equity Management Company

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

Yunnan Hehe

Yunnan Hehe (Group) Co., Ltd.

Baiyao Holdings

Yunnan Baiyao Holdings Co., Ltd.

YNBY International

YNBY International Limited

Shanghai Pharma

Shanghai Pharmaceuticals Holding Co., Ltd.

Merger and overall listing

A transaction that Yunan Baiyao merged with Baiyao Holdings by issuing shares
to all shareholders of Baiyao Holdings, including SASAC of Yunnan Province,
New Huadu and Jiangsu Yuyue Science & Technology Development Co., Ltd.

Health Products Company

Yunnan Baiyao Group Health Products Co., Ltd.

TCM Resources Company

Yunnan Baiyao Group TCM Resources Co., Ltd.

Yunnan Pharma

Yunnan Pharmaceutical Co., Ltd.

Yunhe Pharmaceutical

Yunhe Pharmaceutical (Tianjin) Co., Ltd.

Zhengwu Technology

Yunbaiyao Zhengwu Technology (Shanghai) Co., Ltd.

Juyaotang

Anguo Juyaotang Pharmaceutical Co., Ltd.

Reporting period

The period from January 1, 2025 to December 31, 2025

RMB, RMB’0,000, RMB’00,000,000

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

I. Company Profile

Stock Abbreviation Yunnan Baiyao Stock Code 000538
S_tock Abbreviation before Change None

(if any)

Stock Exchange Shenzhen Stock Exchange

Company Name in Chinese

Company Abbreviation in Chinese

Company Name in English (if any)

YUNNAN BAIYAO GROUP CO., LTD.

Company Abbreviation in English

YUNNAN BAIYAO

(if any)

Legal Representative of the

Company Zhang Wenxue

Registered Address No. 3686 Yunnan Baiyao Street, Chenggong District, Kunming City, Yunnan Province
Postal Code of the Registered 650500

Address

Historical Changes in the
Company’s Registered Address

No. 51 Xiba Road, Kunming City, Yunnan Province, National High-tech Industrial Development
Zone, Kunming City, Yunnan Province (registered address of the Group); No. 222 Second Ring
West Road, Kunming City, Yunnan Province (registered address of the parent company of the
Group); No. 3686 Yunnan Baiyao Street, Chenggong District, Kunming City, Yunnan Province

Office Address No. 3686 Yunnan Baiyao Street, Chenggong District, Kunming City, Yunnan Province

Postal Code of the Office Address

650500

Company Website

https://www.yunnanbaiyao.com.cn

Email Address

000538@ynby.cn

I1. Contact Person and Contact Information

Secretary of the Board of Directors

Representative of Securities Affairs

Name Qian Yinghui Li Mengjue

Contact Address No. 3686 Yunnan Baiyao Street, Chenggong District, No. 3686 Yunnan Baiyao Street, Chenggong
Kunming City, Yunnan Province District, Kunming City, Yunnan Province

Tel 0871-66226106 0871-66226106

Fax 0871-66203531 0871-66203531

E-mail 000538dm@ynby.cn 000538@ynby.cn

I11. Information Disclosure and Location

Website of the stock exchange where the Company
discloses its Annual Report

http://www.cninfo.com.cn

Name and website of the media where the Company
discloses its Annual Report

Securities Times, Shanghai Securities News, China Securities Journal

Location where the Company prepares and places
its Annual Report

Company Archives Room
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IV. Changes in Registration

Unified Social Credit Code

9153000021652214XX

Changes in the principal businesses of the Company

since it was listed (if any)

Changes in the Company’s controlling shareholders

(if any)

1997: Yunnan Pharmaceutical Corporation
1999: Yunnan Pharmaceutical Group Co., Ltd.
2003: Yunnan Yunyao Co., Ltd.

2010: Yunnan Baiyao Holdings Co., Ltd (“Baiyao Holdings™)

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

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

V. Other Information

The accounting firm engaged by the Company

Name of the accounting firm

Pan-China Certified Public Accountants LLP (SGP)

Office address of the accounting firm

No. 128, Xixi Road, Lingyin Subdistrict, Xihu District, Hangzhou City,
Zhejiang Province

Name of signing accountants

Huang Yuanxi, Zhao Li

The sponsor engaged by the Company to perform continuous supervision duties during the reporting period

O Applicable R Not applicable

The financial advisor engaged by the Company to perform continuous supervision duties during the reporting period

O Applicable R 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 R No
Increase/decrease
2025 2024 compared to the 2023
previous year
Operating revenue (RMB) 41,186,999,090.31 40,033,300,814.72 2.88% |39,111,292,156.00
Net profit attributable to shareholders of 5,153,486,838.91 4,749,415,499.55 8.51% | 4,093,782,074.02
the listed company (RMB)
Net profit attributable to shareholders of
the listed company after deducting non- 4,864,568,403.16 4,523,057,538.23 7.55% | 3,763,605,361.07
recurring profits and losses (RMB)
?‘F;t/l‘g‘;h flows from operating activities | 4 5qq 693 880.44 | 4,207,003,142.27 7.04% | 3,502,742,348.02
Basic earnings per share (RMB/share) 2.89 2.66 8.65% 2.29
Diluted earnings per share (RMB/share) 2.89 2.66 8.65% 2.29
Weighted average ROE 13.02% 11.99% | Up 1.03 percentage points 10.51%

6
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Increase/decrease
End of 2025 End of 2024 compared to the end of End of 2023
the previous year

Total assets (RMB) 54,268,581,131.82 52,914,181,333.05 2.56% |53,784,293,183.93

Net gssets attributable to shareholders of 40,044,058,844.44 38,831.046,424.51 3.12% |39.879 122 031 51
the listed company (RMB) 879,122,

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 R No

During the reporting period, the lower of the Company’s audited total profit, net profit, and net profit after deducting non-recurring
gains and losses was negative

dYes R No

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

T_otal share capital of the Company as of the trading day prior to the 1,784.262,603.00
disclosure (shares)

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 2 8883
capital (RMB/share) )

VI1I. 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

CApplicable RNot 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 RNot 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

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

O Yes RNo
IX. Non-recurring Profits and Losses and their Amounts

RApplicable ONot applicable

Unit: RMB

Item Amount in 2025 Amount in 2024

Amount in 2023

Remarks

Profits and losses from disposal of non-current assets
(including the write-offs for the accrued impairment of 7,198,923.23 2,5627,905.42
assets)

110,477,911.97

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 96,333,463.99 84,203,749.10
policies and received by a determined standard, with a
continuous impact on the Company’s profits and losses)

75,375,220.16
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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

CApplicable RNot 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. Principal business of the Company during the Reporting Period

() Industry landscape and development trends

1. Growing demand in the healthcare industry

10
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Implementation Plan for High-Quality Development of the TCM Industry (2026—2030), serving as a roadmap for
the industry over the next five years, proposes the establishment of 60 high-standard production bases for TCM raw
materials, 5 centers for inheritance and innovation, and 20 smart factories, and the cultivation of 10 major Chinese
patent medicines and 10 green factories, thereby directing industry resources toward high-quality production
capacity, innovative products, and green manufacturing. In terms of industrial chain collaboration, leading
enterprises are encouraged to establish a full-chain presence to drive integrated development across upstream and
downstream sectors. Regarding product innovation, efforts will be made to facilitate the transition of hospital-
prepared formulations into innovative drugs, focusing on major chronic and intractable diseases. And in terms of
internationalization, support will be provided for the international registration and market expansion of Chinese
patent medicines to help promote the “global outreach” of TCM. These policies work in concert, ranging from short-
term regulations to long-term planning, to form a comprehensive policy framework that supports the high-quality
development of the TCM industry. At the same time, health insurance policies continue to be refined, significantly
improving access to medications. As centralized procurement policies continue to be implemented on a regular basis,
the 10th round of centralized procurement covers 62 varieties, putting pressure on the prices of some products and
accelerating industry consolidation. Companies with strengths in cost control and quality will gain significant
competitive edge. The implementation of regulatory policies for online pharmaceutical sales has driven the
standardized development of online channels and opened up new opportunities for the retail sale of TCM.

It should also be noted that the TCM industry as a whole is currently still undergoing a period of adjustment
marked by multiple intertwined pressures. Due to factors such as centralized drug procurement, healthcare cost
containment, frequent fluctuations in the prices of upstream TCM materials, rising production costs, and declining
foot traffic at pharmacies, the industry is facing increasing pressure regarding revenue growth and profit realization,
resulting in a slowdown in overall growth and heightened polarization. According to the 2025 Economic
Performance of the Pharmaceutical Industry report released by the China Pharmaceutical Enterprises Association,
the revenue and profit growth rates of the Chinese patent medicine industry were -6% and -2.9%, respectively, in
2025.

3. The health products industry facing both challenges and opportunities

In the consumer goods market, driven by consumption recovery, growing health awareness, and policy support,
the total retail sales of consumer goods exceeded RMB 50 trillion for the first time in 2025, representing a year-on-
year increase of 3.7%. The consumption contributed 52% to economic growth, up 5 percentage points from the

previous year. (Source: 2026 State Council Government Work Report)
11
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Although the consumer goods sector as a whole continued to grow, the oral health industry experienced a
structural slowdown in growth due to persistently high costs associated with online channels. In 2025, the toothpaste
sector exhibited the following characteristics: First, growth in omnichannel sales slowed down, with online and
offline trends diverging. Online sales accounted for over 45% of total sales (Source: Nielsen 1Q), with the market
expanding rapidly; and live-streaming e-commerce and social media-driven growth became key strategies for
emerging brands to gain a foothold in the market. The sales structure of offline channels changed. Traditional
channels such as hypermarkets and convenience stores saw their market share contract, while emerging channels,
including warehouse membership stores, snack specialty chains, and discount stores, defied the downward trend to
become new growth drivers for the offline sector. Second, consumer demand shifted toward more targeted needs,
with a growing emphasis on functional benefits such as skin whitening, gum care, and sensitivity relief. Segments
focused on efficacy, high-end products, and children’s products have become key drivers of growth.

(1) Industry position

The Central Committee of the Communist Party of China (“CPC”) and the State Council attach great
importance to the development of TCM. The 2026 Government Work Report of the State Council explicitly states
that we must “advance the inheritance and innovation of TCM and strengthen the integration of Chinese and Western
medical practices.” It places the revitalization and development of TCM at the forefront of the healthcare sector’s
development, aiming to continuously strengthen top-level design, policy support, and resource allocation. This will
accelerate the modernization and industrialization of TCM by preserving its essence and upholding its inheritance
and innovation, enabling it to better integrate into the coordinated governance of medical care, health insurance,
and pharmaceuticals, and better serve the construction of a Healthy China and the health needs of the people.

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
12
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products with oral care products, we have successfully created a group of oral care products, with the flagship
product of Yunnan Baiyao Toothpaste, and continued to develop and launch other functional oral care products,
such as those for whitening and sensitivity relief. 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, holistic wellness-oriented entity.

Yunnan Baiyao’s full-industry-chain strategy, strengths in authentic medicinal herbs, investment in
technological innovation, and established brand reputation are highly aligned with the market trends driven by
current policy guidance in the pharmaceutical and healthcare industry. First, market demand aligns closely with the
Company’s product portfolio: the demand for chronic disease treatment and rehabilitation driven by an aging
population, as well as the rapidly growing demand in the sports and wellness sector, directly correspond to Yunnan
Baiyao’s core pharmaceuticals, branded TCMs, and health-tonic products. Meanwhile, the demand for injury
recovery and functional health supplements spurred by the growth in sports participation is highly compatible with
the Company’s Baiyao aerosols and sports protection product lines. Second, we will advance our full-industry-chain

strategy by expanding upstream into high-quality TCM materials, implementing a “flagship product” strategy in the

13
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Sinohealth CHIS). In 2025, Yunnan Baiyao Toothpaste continues to maintain the No.1 market share in the Chinese
full-channel market (Source: Nielsen Retail Data). In 2025, Yunnan Baiyao was listed on the Fortune China 500
List published by Fortune China for the 16th consecutive year, ranking 357th; and ranked 33rd in the List of Top 50

Global Pharmaceutical Companies by Pharmaceutical Executive in US.

I1. Industry status during the Reporting Period

(1) Product and business

The Company has four business groups, namely Pharmaceutical Business Group, Health Products Business
Group, TCM Resources Business Group and Yunnan Pharmaceutical Co., Ltd (“Yunnan Pharma™). These business
groups serve as the foundation for the Company’s production and operations.

Pharmaceutical Business Group, embodying the Company’s strategic positioning as the “leading brand of pain
management in the field of traumatology,” focused on the Yunnan Baiyao product line, which includes hemostatic,
analgesic, anti-inflammatory, and bruise-dissolving products such as Yunnan Baiyao Aerosol, Yunnan Baiyao
Ointment, Yunnan Baiyao Woundplast as its core. At the same time, it prioritized the development of branded TCMs
in areas such as cardiovascular and cerebrovascular, respiratory, digestive, urological, and gynecological systems,
while also building long-term reserves and incubating related pharmaceuticals in the fields of oncology and
autoimmune diseases.

Health Products Business Group, embodying the Company’s strategic positioning at “the leading tier of high-
quality health lifestyle products,” leveraged the brand infrastructure including people, products, and consumer
scenarios to drive marketing initiatives, with oral health as its core business. Embracing a user-centric approach to
explore new consumption scenarios, the BG not only solidified its market position in oral health but also expanded
into multi-domain solutions such as scalp care and body care, thereby becoming the benchmark of the new concept

of Chinese healthy lifestyle.

Embodying the Company’s strategic positioning as the “chain leader with high-quality development of Yunan
TCM resources,” TCM Resources Business Group makes full use of the province’s distinctive medicinal plant
resources to ensure a high-quality, efficient, and low-cost supply of TCM raw materials. The BG has also 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

14
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materials at the origin + multi-dimensional synergies,” so as to support “excellent TCM products” by *“excellent
Yunnan TCM resources.”

Yunnan Pharma, embodying the Company’s the strategic positioning as the “leading enterprise in
pharmaceutical distribution and innovative services,” remained 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, extending its reach to all types of medical facilities from tertiary hospitals
to community and township clinics and all types of retail outlets ranging from retail chains to independent
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,

15



2025 Annual Report of Yunnan Baiyao Group Co., Ltd.

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 growth”
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In terms of TCM resources, we will fully 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
strength and influence in production, technology, channel and brand, 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.

(11) Continuous innovation capability

Yunnan Baiyao consistently meets the rapidly evolving and upgrading consumer demand through continuous
innovation, and is committed to integrating TCM into modern life. We have evolved from a single hemostatic
product to a vast Yunnan Baiyao industrial group, covering various sectors 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 is dedicated to integrating cross-regional resources to build a modern R&D
system, driving the inheritance and innovation of TCM alongside advancements in biopharmaceutical technology,
and leveraging digital and intelligent transformation to continuously enhance our innovation efficiency. Currently,
the Group’s Central Research Institute has established 5 major R&D centers and more than 10 national and
provincial-level research platforms, building a cross-regional R&D capability that spans TCM and ethnic medicine,
innovative radiopharmaceuticals, biopharmaceuticals, transdermal formulations, medical devices, and skin care.
Through collaboration with numerous leading domestic research institutions and universities, the Company has
integrated industry-academia-research resources and attracted top-tier R&D talents. Leveraging a dual-track

mechanism of “external recruitment and internal development,” we have established a high-caliber talent team led
17
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by members of the Chinese Academy of Engineering, recipients of the National “Ten Thousand Talents Program”
and recipients of the National Science Fund for Distinguished Young Scholars, with over 60% of the team holding
master’s or doctoral degrees. Leveraging the strengths of its R&D system, which focuses on “building platforms,
establishing mechanisms, and attracting talent,” the Company adheres to a market-driven approach to R&D and
innovation. We deeply explore the clinical value of existing products and are fully committed to promoting the
synergistic development of the industrial and innovation chains, thereby achieving the effective commercialization
of research outcomes, cross-disciplinary integration, and innovative breakthroughs. In addition, the Company has
identified “Al+Medicine” as the core focus of its strategic transformation, deeply integrating technologies such as
artificial intelligence, big data, and cloud computing to empower drug discovery and clinical research, thereby
continuously improving R&D efficiency.

(111) Channel advantages

In terms of pharmaceuticals, the Company has built a marketing network covering medical institutions and
retail pharmacies across various provinces, regions, counties, and towns in China, and simultaneously expanded its
presence in the online market. We have developed the “Yunding Jingwei” ecosystem cooperation model,
establishing a streamlined, flat-structured, data- and intelligence-driven direct-supply model from primary
distributors. This enables point-to-point delivery of products from manufacturers to pharmacies, facilitates a more
effective “brand + channel + service” integrated ecosystem management model, and continuously strengthens
traceability management and sales performance monitoring, thereby setting a new industry benchmark for channel
management in the pharmaceutical sector. In the advantageous over-the-counter (“OTC”) channels, we have
nationwide coverage, serving 5,000 top-tier chains and reaching over 400,000 retail stores. In terms of healthcare
facilities, our network covers more than 12,000 hospitals nationwide (including primary care facilities). In the online
marketplace, we have precisely targeted the “immediacy” trend in O20 channels, establishing a comprehensive
“on-site + off-site” collaborative matrix, and engaging in extensive partnerships with major e-commerce platforms
to effectively reach modern consumers through customized digital marketing.

Regarding health products, Yunnan Baiyao has established a comprehensive nationwide sales team dedicated
to holistic wellness products, covering all terminals. Yunnan Baiyao Toothpaste continues to maintain a leading
market share in China with a high brand penetration in the oral product category. Through ongoing optimization of
its full chain channels, the Company has not only strengthened its position in traditional offline channels but also
experienced significant growth in emerging business models such as on-demand retail, community group purchases,

and interest-based e-commerce. This demonstrates the Company’s willingness to experiment and adapt, taking
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measured steps forward and learning from any mistakes along the way, all of which enhance its ability to quickly
respond to evolving business trends. Such channel advantages have driven significantly enhancement to Yunnan
Baiyao’s market competitiveness, laying the foundation for the Company to continuously commercialize new
products.

(1V) Talent team strengths

The Company continues to strengthen the development of a specialized workforce aligned with the Group’s
strategic development, while collaboratively advancing the development of talent pipelines across all fields. First,
we have established a long-term mechanism for talent development, opening up career pathways across
management, technical, and professional tracks, and implement targeted recruitment based on specific needs,
promoting the recruitment of highly skilled, highly technical, and high-level talent in core professional fields
essential for our development. Second, to advance the development of our talent pool in the new era, we have
established a career grading system and training mechanisms, and implemented a lifelong vocational skills training
system, leveraging the “mentorship and guidance” provided by professionals in various fields to build a high-quality,
specialized workforce. Third, we keep refining our incentive mechanisms, using a variety of approaches to stimulate
the creativity of all types of talent. We have further aligned our compensation system with areas such as industrial
transformation and upgrading, technological innovation, reform and development, value creation, new product
development, and the development of flagship products, prioritizing those working in frontline positions that are
arduous, dirty, dangerous, or physically demanding. This ensures employees genuinely feel the benefits of the
Company’s growth, helps to maximize the enthusiasm and creativity of cadres and employees, promote the
Company towards high-quality development, and lay a strong foundation for achieving win-win cooperation among
all stakeholders.

(V) Brand strength

Yunnan Baiyao is a well-established Chinese heritage brand with a history of over 124 years. Centered around
the Yunnan Baiyao brand, the Company has expanded from a pharmaceutical brand into a multi-brand ecosystem
covering personal healthcare products, crude drugs, and holistic wellness 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 ranked 33rd in the List of Top 50 Global Pharmaceutical Companies by
Pharmaceutical Executive in US again, and was included in the List of China’s Best Brands published by Interbrand,

and the Kantar BrandZ Top 100 Most Valuable Chinese Brands list.
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IV. Analysis on Principal Businesses

1. Overview

(1) Overview of business data

In 2025, the Company remained firmly committed to its strategic plan, continued to refine its principal
businesses, and leveraged its ever-improving operational management capabilities to navigate external market
uncertainties. As a result, its operating performance grew against the trend, achieving the established goals of
“growth, efficiency enhancement, and value creation.”

During the reporting period, the Company achieved an operating revenue of RMB 41.187 billion, a 2.88%
increase compared to the same period last year; net profit attributable to the parent company was RMB 5.153 billion,
an 8.51% year-on-year increase from RMB 4.749 billion; and net profit attributable to the parent company after
deducting non-recurring profits and losses was RMB 4.865 billion, a 7.55% increase compared to RMB 4.523 billion
last year, setting a new historical high. Basic earnings per share were RMB 2.89, an increase of 8.65% year-on-year.
The Company’s business structure continued to optimize. The industrial revenue amounted to RMB 16.016 billion,
accounting for 38.89% of the total operating revenue, up 2.75 percentage points year-on-year, with the growth rate
of industrial revenue reaching 10.7%. Since 2023, the proportion of industrial revenue to total operating revenue
has achieved consecutive growth.

In terms of growth quality, the Company’s net operating cash flow for the reporting period was RMB 4.60
billion, representing a year-on-year increase of 7.04%; the weighted average return on equity was 13.02%, up 1.03
percentage points year-on-year, marking the highest level in the past five years; and administrative expenses
decreased by 1.68%. The Company invested RMB 423 million in R&D, representing a significant year-on-year
increase of 21.51%. R&D expenditure accounted for 2.64% of industrial revenue, and the Company’s R&D
capabilities continued to improve.

The Company continued to maintain a healthy asset structure. At the end of the reporting period, the Company
had total assets of RMB 54.269 billion, net assets attributable to the shareholders of the listed company amounted
to RMB 40.044 billion, the asset-liability ratio was 26.02%, and the cash and bank balance stood at RMB 9.108
billion.

While pursuing high-quality development, we promoted the co-creation and sharing of value between the
Company and its employees, and established an employee-centered incentive system that aligns with business
growth. In terms of compensation distribution, we prioritized core technical and key positions, frontline and
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challenging roles, as well as high-level and highly skilled talent in critical and in-demand fields, thereby further
raising employee compensations and fully stimulating organizational vitality. During the reporting period, the

overall compensation for the Company’s entry-level employees increased by double digits year-on-year.

Changes in proportion of industrial sales revenue and ROE over the past three years

50.00%
0,

40.00% 35.13% 36.14% 38.89%

30.00%

20008 10.51% 11.99% 13.02%

I i N

0.00%

2023 2024 2025

Proportion of industrial sales
" revenue = ROE

(11) Review of the main work and prospects

1. Party building as the driving force behind high-quality development

Under the leadership of the Yunnan Provincial Party Committee of CPC and Provincial Government, as well
as the Party Committee of the Provincial State-owned Assets Supervision and Administration Commission, the
Company has earnestly studied and implemented the spirit of the 20th National Congress of the Communist Party
of China and its subsequent plenary sessions, as well as the spirit of the 11th Provincial Party Congress of Yunnan.
We have proactively embraced Yunnan’s “3815" strategic development goals, striving to transform our political and
organizational strengths into competitive advantages that drive the Company’s high-quality development. We have
persistently worked to strengthen grassroots Party organizations and promoted the deep integration of Party building
with production and operations. During the reporting period, the Communist Party of China Committee (“Party
Committee”) of Yunnan Baiyao Group elected a new leadership team for both the Party Committee and the
Discipline Inspection Commission. Party-building efforts continued to deepen and gain momentum, further
strengthening confidence in driving high-quality development.

2. Efficient and coordinated governance system

During the reporting period, the Company incorporated Party building into its Articles of Association, ensuring
that the Party’s leadership is effectively integrated throughout the entire corporate governance process. The Board
of Directors successfully completed its leadership transition on schedule. With members possessing diverse
professional backgrounds and strong complementary skills, the quality of decision-making and the operational

efficiency of the specialized committees have been further enhanced, providing robust support for the
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implementation of the Company’s strategy. We refined the decision-making mechanism for “major decisions, key
personnel appointments/dismissals, major project arrangements, and large-sum fund utilization,” clarified the
boundaries of authority and responsibility among various governance bodies, and further improved corporate
governance mechanisms. This will enable the Party Committee to “set the direction, oversee the overall situation,
and ensure implementation,” the Board of Directors to “formulate strategies, make decisions, and mitigate risks”
and the executive management to “plan operations, ensure implementation, and strengthen management,” thereby
fostering a clearer and more efficient collaborative relationship among the three.

3. Effective implementation of strategic plans

During the reporting period, the Company transitioned from the “strategic design phase” to the “strategic
execution and capability realization phase.” In terms of endogenous growth, the Company focused on managing the
entire industrial chain, value chain, and all production factors, while continuously advancing specialized programs
to reduce costs and improve efficiency, thereby steadily enhancing the effectiveness of its management system.
Through a series of initiatives including strategic procurement, ensuring a stable supply of TCM materials,
warehousing and logistics, lean manufacturing, and production-sales coordination, the Company achieved sustained
cost reductions and efficiency gains throughout the year, with labor productivity per employee significantly
exceeding the industry average. External mergers and acquisitions have also opened up new opportunities. The
Company’s acquisition of Anguo Juyaotang Pharmaceutical Co., Ltd (“Juyaotang”) has boosted synergies and
efficiency across the TCM materials supply chain, driving resource integration within the province and expanding
its national footprint. This has laid a solid foundation for the expansion of its sliced herbal medicine and granulated
herbal formula businesses. The Company is now executing its extensive growth strategy, anchoring on deeper
industrial synergy and targeted capability enhancement.

4. Significant progress achieved in focusing on principal businesses, with business structure continuing
to improve

(1) Pharmaceutical Business Group

During the reporting period, the Pharmaceutical Business Group achieved an operating revenue of RMB 8.318
billion, representing a year-on-year growth of 12.53%. There were 10 products with sales exceeding RMB 100
million, including 2 products with sales exceeding RMB 1 billion. Total sales revenue for the core product line
exceeded RMB 5.5 billion, representing an increase of more than 18% compared to the same period last year. In
particular, sales revenue for Yunnan Baiyao Aerosol exceeded RMB 2.5 billion, representing a growth of over 22%;

sales revenue for Yunnan Baiyao Plaster exceeded RMB 1.2 billion, representing a growth of over 26%; and Yunnan
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Baiyao Capsule, Yunnan Baiyao (Powder), and Yunnan Baiyao Woundplast all achieved significant growth in sales
revenue compared to the previous year. Sales revenue for Qixuekang Oral Liquid, a plant-based tonic product,
continued to grow rapidly, increasing by approximately 68% year-on-year. Other TCM products from various brands
posted impressive growth, with products such as Ginseng and Tuckahoe Spleen and Stomach Strengthening Granule,
Pudilan Anti-inflammatory Tablets, and Xuesaitong Capsule generating over RMB 100 million in sales revenue.
Among these, sales revenue for Ginseng and Tuckahoe Spleen and Stomach Strengthening Granule rose by more
than 53% year-on-year.

In 2025, guided by its strategies, the Pharmaceutical Business Group leveraged its brand strengths and clinical
research capabilities, with a focus on developing flagship products as a key breakthrough. By fully tapping into
channel potential, the BG maintained substantial growth for its core product series in the orthopedic pain
management sector even from a high baseline while continuously expanding its product pipelines in high-potential
segments such as cardiovascular, respiratory, gastrointestinal, and urological diseases. Additionally, it continued to
build a pipeline of second-tier flagship products. First, guided by clinical value and driven by clinical research, the
Company accelerated the redevelopment and post-marketing re-evaluation of key products. Evidence-based
research on key products such as Yunnan Baiyao Capsule, Yunnan Baiyao Aerosol, Yunnan Baiyao Ointment,
Qixuekang Oral Liquid, Gongxuening Capsule, and Tong Shu Capsule progressed steadily, opening up broader
application scenarios for these products and driving significant growth in the Company’s core pharmaceutical
portfolio. Second, we developed the “Yunding Jingwei” ecosystem cooperation model, establishing a streamlined,
flat-structured, data- and intelligence-driven direct-supply model from primary distributors. This enables point-to-
point delivery of products from manufacturers to pharmacies, facilitates a more effective “brand + channel + service”
integrated ecosystem management model, continuously strengthens traceability management and sales performance
monitoring, and advances the “flagship product” strategy, thereby setting a new industry benchmark for channel
management in the pharmaceutical sector. Third, we actively expanded our online market presence, precisely
targeting the “immediacy” trend in O20 channels, and building a comprehensive “on-platform + off-platform”
collaborative matrix to strengthen Yunnan Baiyao’s brand recognition and market competitiveness in immediate
health consumption scenarios. During the 2025 “618” shopping festival, Yunnan Baiyao’s line of over-the-counter
medicines saw a significant rise in rankings. During the reporting period, the brand’s GMV on pharmaceutical e-
commerce platforms reached RMB 500 million, representing a year-on-year increase of 139%. Fourth, with the
implementation of a large-scale, systematic “mass campaign” strategy, the Pharmaceutical Business Group pooled

its personnel and resources to launch province-wide promotional campaigns under a unified policy, with a total of
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27 chain stores participating, which directly drove sales growth. Fifth, we implemented a scenario-based, specialized,
and youth-oriented content marketing system. Focusing on scenarios such as “orthopedic pain,” “sports partners,”

“nourishing the spleen during the long summer,” “Qi, blood, voice, life, and vitality” and “essential household
medicines,” we leveraged various platforms to conduct omnichannel integrated marketing that deeply integrates
brand building, effectiveness, and sales, thereby effectively driving sales growth.

Looking ahead, the Pharmaceutical Business Group will follow the “1+4+N” industrial portfolio and
development strategy. Focusing on the “1” core area, pain management, we will continuously strengthen our leading
position in the hospital market through professional management of our product pipeline, drive steady growth in
the non-hospital market through specialized brand management, and identify high-potential, high-quality, and high-
value pain management products to expand and refine our product portfolio. Focusing on “4” key areas:
cardiovascular, respiratory, digestive, and urological systems, we will target promising products, leverage our
strengths in the industrial chain and distribution channels, and consolidate and cultivate flagship TCM products. We
will also continue to incubate and monitor multiple (“N”) promising sectors, including oncology, autoimmune
diseases, and gynecology. In terms of development path, we will leverage the “Yunding Jingwei” model to further
deepen our “flagship product” strategy, driving growth across multiple channels, including clinical, OTC, and 020,
and promoting sustainable business development through a dual-engine approach of endogenous and extensive
growth.

(2) Health Products Business Group

During the reporting period, the Health Products Business Group generated revenue of RMB 6.745 billion. In
the oral care sector, Yunnan Baiyao toothpaste maintained its position as the top-ranked brand in terms of omni-
channel market share in China in 2025 (Source: Nielsen Retail Data). At the same time, the Company actively
expanded into new areas of oral care and made rapid progress. In the hair loss prevention and care sector, backed
by a special cosmetic license for hair growth products and a national invention patent for hair loss prevention and
hair growth, Yangyuanging hair care products generated sales revenue of RMB 460 million, representing a year-on-
year increase of nearly 10%. During the 2025 “618” shopping festival, Yangyuanging retained its position as the
top domestic anti-hair loss shampoo brand on Tmall (Source: shangzhizhen.com). While maintaining its competitive
edge in offline channels, the Company has expanded its reach across all channels including traditional e-commerce,
on-demand retail, and content-driven e-commerce. Through scenario-based marketing, educational content
promoting product benefits, and integrated short-video and live-streaming campaigns, the Company drove a

significant 27% year-on-year increase in online sales for its health products segment.
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In 2025, the Health Products Business Group consolidated its foothold in the offline market while
simultaneously advancing the expansion of online channels and the promotion of new products, achieving
significant progress. In terms of category development, we focused on deepening our presence in functional
segments in the oral care sector; maintained a stable foundation in the gum care segment, as a core functional
category, while achieving rapid growth in segments such as sensitivity relief and whitening. Niche functional
segments, such as children’s oral care, have seen steady growth, and Yangyuanging has achieved sustained growth
driven by digital retail. The Company continued to strengthen its brand-building efforts and enhance its brand

influence through marketing campaigns at key milestones. In terms of R&D, the Company actively explored
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comprehensively implemented the “Six Unifications” operational model—unified planting planning, unified seed
source R&D and supply, unified cultivation standards, unified origin processing, unified procurement and sales, and

unified management—to build a TCM material industry cluster and
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attracting over 23,000 farmers to register online. Fifth, building the brand from a strategic perspective: We
established the “Rapid Testing Stations” and built the “Yunjian Bencao” brand; developed 26 corporate standards,
two of which were ranked first on the provincial “Leaders” list; led the revision of pharmacopoeia standards; set up
two provincial-level key laboratories; and increased shipment volumes by 31% year-on-year despite market
challenges, while continuing to build a quality assurance system and enhance brand credibility. In addition, we have
made significant strides in cross-border business, pioneering an innovative “initial processing overseas + further
processing domestically” model, which has led to a comprehensive enhancement of our brand influence. Sixth,
making steady progress in other business areas: The natural plant extracts business accelerated its transformation;
projects such as flavor and fragrance ingredients and co-branded products achieved breakthroughs; the market
competitiveness of our core product, andrographolide, significantly improved; and sales of our flavor and fragrance
product series increased by 234% year-on-year. In terms of pharmaceutical services, we operate Yunnan’s largest
decoction center, serving more than 20 medical institutions during the reporting period and preparing over 9 million
bags of decoctions. In terms of internal order fulfillment, by optimizing production lines to boost efficiency, annual
production of Qixuekang reached 260 million units, effectively meeting market demand.

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 in Yunnan Province, and tap into the province’s inherent advantages in TCM resources. In terms of branded
herbal medicines, we will leverage Yunnan TCM resources to strengthen the foundation of the Yunnan TCM supply
chain. Regarding Digital Intelligence of Yunnan TCM, we will create new business models and build new service
platforms. In the natural plant extracts sector, we will adjust our business operations to fully empower our products
through a combination of technology and branding. In terms of pharmaceutical services, we will deepen our
engagement with the provincial healthcare system, establishing a three-tier service model that integrates “products,
medical institutions, and services” and building the Yunnan Baiyao TCM Clinic brand. Through the coordinated
advancement of these businesses, we will help transform Yunnan’s natural endowment of TCM materials into a
competitive industrial advantage, thereby achieving the strategic goal of supporting “excellent TCM products” by
“excellent Yunnan TCM resources,” contributing to the industry’s in-depth development.

(4) Yunnan Pharmaceutical Co., Ltd.

During the reporting period, Yunnan Pharma realized revenue of RMB 23.804 billion. In terms of products,
non-pharmaceutical businesses such as medical devices, cosmeceuticals, and specialized medical foods have begun

to yield results, with sales growing 11.7% year-on-year. Under the hospital-adjacent store model, specialized
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pharmacies actively capturing prescription outflow from hospitals have seen significant growth in new specialty
drug business, with sales increasing 38.5% year-on-year.

In 2025, Yunnan Pharma fully demonstrated the leading role of Party building. It adhered to a development
strategy that balances “risk management” with “growth promotion,” consolidating its existing market share and
expanding innovative business lines in its operations, while implementing measures to reduce costs and improve
efficiency in its management. First, our principal businesses maintained a solid foundation, and our efforts to drive
growth yielded results. Yunnan Pharma continued to strengthen its two principal businesses, hospital pharmaceutical
distribution and commercial distribution, while focusing on developing growth areas such as medical device
distribution and specialty pharmacies. Sales on the “Yun Zhaoyao” platform have seen significant year-on-year
growth. Second, we continued to optimize the closed-loop management system for controlled substances, thereby
enhancing both supply chain resilience and operational efficiency. Third, digital transformation was accelerated.
Using pharmaceutical traceability codes and the Unique Device ldentification (UDI) system as data links, we
established a traceability system characterized by “end-to-end coverage, multi-stakeholder collaboration, and
intelligent monitoring and control.” This empowered downstream medical institutions and enhanced the quality and
efficiency of supply chain management. Fourth, risk management capabilities improved significantly. Through a
comprehensive approach that includes strict credit controls, data-driven and intelligent monitoring, and
collaborative debt collection, we achieved sound management of accounts receivable.

Looking ahead, Yunnan Pharma will adhere to the overall strategy of “consolidating and improving existing
operations while innovating to drive new growth.” Leveraging our accumulated strengths in digital and intelligent
operations and Al tools, we will consolidate our pharmaceutical sales and chain distribution businesses in the tiered

healthcare market. Building on our SPD projects, we will expand our medical device distribution operations and
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innovation of TCM and conducted research on ethnic medicine, achieving significant progress in TCM R&D. On

the other hand, we strive to make differentiated deployment in innovative drugs. Based on the criteria of technology

frontier, clinical demand and resource endowment, we seize 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.

For short-term projects, we will dedicate our efforts to the innovative redevelopment of marketed varieties

and the development of drugs and medical devices. Eighteen major TCM varieties involving redevelopment

are currently under research, and 37 projects are in progress. The progress of several key projects during the

reporting period is as follows:

Project
Cycle

Project Name

Therapeutic
Area

Progress Overview

Short-
term

Redevelopment
Project for
Baiyao  Series
Products

Orthopedics

The evidence-based medical research project on the use of Yunnan Baiyao
Aerosol for the treatment of pain associated with closed rib fractures has had
its pilot study and received the statistical analysis report completed; an expert
workshop on the formal trial protocol has been held; and the selection of a
contract research organization (CRO) and the confirmation of the list of sub-
centers have been finalized.

Orthopedics

The multi-center clinical trial on Yunnan Baiyao Capsules for treating limb
swelling in patients with ankle fractures has had 36 subjects enrolled.

Orthopedics,
Rheumatology

The Yunnan Baiyao Ointment project, or specifically the new rubber patch
project, has had the validation of the finished product quality analysis methods,
pre-validation of the manufacturing process, and safety evaluations regarding
skin irritation and allergic reactions completed. The evidence-based medical
research project on the treatment of joint pain caused by rheumatoid arthritis
has had the selection of a contract research organization (CRO), the
preparation of investigational drugs, and the blinding process completed, and
has obtained more than 10 ethics approvals from the lead hospital and sub-
centers.

Qixuekang
project

Cardiovascular

A clinical research paper titled Effectiveness and Safety of Qixuekang Oral
Liquid on Vascular Health has been published in the Journal of Translational
Internal Medicine.

The redevelopment and research project for Qixuekang Oral Liquid under the
major TCM varieties has been successfully approved as a major provincial
science and technology program by the Yunnan Provincial Department of
Science and Technology.

Redevelopment

A paper on post-abortion bleeding has been published in a core journal; a
clinical trial summary report on the treatment of abnormal uterine bleeding has
been completed; a clinical trial summary report on reducing vaginal bleeding

pGr(())rJ1ecxtuenin of | Gynecology after medical abortion has been completed; a pharmacoeconomic study on
g g post-abortion bleeding has been completed; and a network pharmacology trial
has been completed.
Post-marketing
gxﬁ:;ﬁgﬁn of Urology The clinical trial summary report has been received.
Capsules
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For medium-term projects, we have made every effort to promote the development of innovative TCMs

and continued to build star products of Yunnan Baiyao transdermal preparations. The progress of several key

projects during the reporting period is as follows:

Pl Project Name VB Progress Overview
Cycle Area
Pan-Panax Data collection for 704 cases in the Phase Il clinical trial has been
notoginseng Cardiovascular completed, generating a summary report. Pharmaceutical-related research
Tablet project has been completed, with the production process finalized.
FL.’q' Guben Phase 111 clinical trials have been initiated at 17 research centers, with 486
Ointment Urology L
. participants enrolled.
project
. Production validation for Qingxin Lotus Seed Granules has been
Ancient . e . .
classical famous Urollogy, completed; pre-NDA communication mgterlals have peen submitted and
rescriotion respirology, feedback received, and the NDA dossier is currently being drafted; process
. pro'ectp gastroenterology | research for commercial-scale production of Ophiopogon Decoction
M‘fd'um' proj Granules is currently underway.
erm
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proactive business portfolio management system, and promote effective synergy between our principal
businesses and emerging growth businesses. Third, we will accelerate the development of new-quality
productive forces, actively coordinate the planning of key industries and infrastructure projects, fully leverage
the benchmarking advantages of our “Lighthouse Factories,” and promote the expansion and enhancement of
digital and intelligent manufacturing. Fourth, we will strategically target high-potential sectors and accelerate
the development of new sectors, new pathways, and new business models that align with our operational and
developmental needs. Fifth, we will actively foster a positive environment that encourages innovation, firmly
establish the mindset of “revitalizing the enterprise through technology, and strengthening the enterprise
through talent,” and effectively build a team of scientific and technological innovation talent, so that a culture

of “wanting to innovate, daring to innovate, and being able to innovate” becomes the norm within the enterprise.
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Others 50,674,784.56 0.12% 49,364,719.47 0.12% 2.65%
By region

Domestic 41,077,877,616.54 99.74% 39,674,627,530.94 99.10% 3.54%
Overseas 109,121,473.77 0.26% 358,673,283.78 0.90% -69.58%
By sales model

Industrial model 16,016,322,668.77 38.89% 14,468,250,214.38 36.14% 10.70%
Commercial model 25,083,383,908.90 60.90% 25,472,886,013.94 63.63% -1.53%
Others 87,292,512.64 0.21% 92,164,586.40 0.23% -5.29%

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

profit

RApplicable

ONot applicable

Operating revenue

Operating cost

Gross
margin

Increase/Decrease

Unit: RMB
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Industry sales income

Sales

RMB

16,016,322,668.77

14,468,250,214.38

10.70%

Commercial sales income

Sales

RMB

25,083,383,908.90

25,472,886,013.94

-1.53%

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

period

OApplicable RNot applicable

(5) Operating cost structure

Industry Classification

Unit: RMB
2025 2024
Industry ltem Year-on-year
Classification AT Percentage in AT Percentage in increase/decrease
operating cost operating cost
Industry sales | Direct materials 4,736,697,896.70 16.31% 4,173,980,104.81 14.46% 13.48%
Industry sales | Direct salary 265,396,298.02 0.91% |  202,255370.65 0.70% 31.20%
v
Industry sales | Ouner direct 74,896.36 0.00% 35,793.11 0.00% 109.25%
expenses
Industry sales xi?s“facwr'”g 572,575,214.43 197% | 553,067,302.27 1.92% 3.53%
ial
scac;er:mercua Purchase cost 23,406,298,006.60 80.62% | 23,891,275,361.45 82.77% -2.03%
Technical Technology 22.293,927.42 0.08% 20,496,861.16 0.07% 8.77%
services development

33




2025 Annual Report of Yunnan Baiyao Group Co., Ltd.

No. Customer name Sales amount (RMB) PercenstZ?eeS Z]n?:::fl total
1 Customer A 3,723,323,240.67 9.04%
2 Customer B 1,727,751,080.65 4.19%
3 Customer C 1,414,814,072.72 3.44%
4 Customer D 954,326,542.07 2.32%
5 Customer E 698,720,213.83 1.70%
Total — 8,518,935,149.94 20.68%

Other information of the major customers
OApplicable RNot applicable

Major suppliers

Total purchase amount of top 5 Suppliers (RMB)

2,124,275,850.16

Percentage of total purchase amount of top 5 Suppliers in annual

amount

7.20%
total purchase amount
Among the purchase amount of top 5 suppliers, percentage of
the purchase from the related parties in the annual purchase 2.28%

Information of top 5 suppliers

No. Supplier name Purchase amount (RMB) Percentage in annual total
purchase amount
1 Supplier A 673,226,493.06 2.28%
2 Supplier B 447,351,330.25 1.52%
3 Supplier C 359,249,313.75 1.22%
4 Supplier D 322,607,069.59 1.09%
5 Supplier E 321,841,643.51 1.09%
Total — 2,124,275,850.16 7.20%
Other information of major suppliers
OApplicable RNot applicable
Top five suppliers with whom the trade business accounted for more than 10% of total revenue
OApplicable RNot applicable
3. Expenses
Unit: RMB
2025 2024 _ Year-on-year Explanations on significant changes
increase/decrease
Primarily due to an increase in online sales
Sales expenses 5,619,465,376.89 4,879,502,036.91 15.16% expenses and a rise in the proportion of
revenue generated online.
During this period, the Company continued
Administrative 1.020,080.152.22 1,037,553.483.87 1.68% to |mplfament cost-cutting a.nd gﬂlClency-
expenses enhancing measures, resulting in a decrease
in administrative expenses.
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Primarily due to a decrease in interest income

:)I(nizts:::lsl -46,890,322.70 -155,555,109.85 69.86% for the current period compared to the same
P period last year.
R&D expenses 350,545,386.25 337,413,301.03 3.89% R&D investment increased during this

period.
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4. R&D investment

RApplicable

ONot applicable

R&D project name

Redevelopment
Projects for Major
TCM Varieties

Objective of the project

To conduct in-depth research on
existing major products in areas such
as pharmacology, preclinical studies,
clinical trials, and economics to refine
the evaluation systems for efficacy
and safety, expand and clarify product
indications and target patient
populations, guide clinical prescribing
practices, and introduce new
technologies to improve existing
products.

Project progress

Currently, 18 major TCM varieties are undergoing redevelopment.
Key projects include: Qixuekang: A clinical research paper titled
Effectiveness and Safety of Qixuekang Oral Liquid on Vascular
Health, which examines the effects of Qixuekang Oral Liquid on
improving heart and vascular health, has been published in the
Journal of Translational Internal Medicine; Gongxuening
Redevelopment Project: A paper on post-abortion bleeding has
been published in a core journal; a clinical trial summary report on
the treatment of abnormal uterine bleeding has been completed; a
clinical trial summary report on reducing vaginal bleeding after
medical abortion has been completed; a pharmacoeconomic study
on post-abortion bleeding has been completed; and a network
pharmacology trial has been completed; Shulie’an: The clinical
trial summary report for the Prostatitis Treatment with Shulie’an
Capsules has been received.

Expected impact on the future

Goals to be achieved
oais fobe achieve development of the Company

Taking the three projects as
examples: We plan to investigate
the therapeutic effects of Qixuekang
Oral Liquid in cardiovascular
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R&D project name

Objective of the project

Project progress

Goals to be achieved

Expected impact on the future
development of the Company

INR102 Project

To develop innovative
radiopharmaceuticals for the
treatment of prostate cancer.

Three subjects in the low-dose group and one subject in the
medium-dose group have been enrolled and dosed in the Phase
I/11a clinical trial, and two subjects have completed screening for
INR101.

To receive marketing approval from
the National Medical Products
Administration.

This project is the first innovative
radiopharmaceutical product of the
Company, with the indication of
prostate cancer. This project will add a
brand-new, innovative
radiopharmaceutical product to the
Company’s portfolio, open up new
markets, drive the growth of the
Company’s innovative drug segment,
and strengthen the Company’s strategic
footprint in cutting-edge technologies.

INB301
Monoclonal
Antibody Project
for the Treatment of
Cancer Cach