


SCIENCE

EXCELLENCE




EHIKH CEO X

— BROSBITHENE, HeldisrRE

SHHNEAREE. AR

2026F E¥F, 2IREZD Q)R E R 800
®REH, PEEHT L EHT—ERE
RENAERM. BER“+RRE"MUNE
Al RREZEEBEMEER, EYMEHRKT
NERERBBENHIET L., BT, &
EHelMALEBENFME, TIREFEM
BUBRESERKEFTNERERH,

FHZFHIWME, 2026 F REBENKFA X
BITR, RBIEMRKLI = E AR
MERA LR EERECIF TR, M
TERRBRATRABEEN 2RI W
RN R a7 AEBRE, NERTTlkk
kmekwel B EEH,

ATV HNESESELERERHNE
Ptk , HFEHURE BZF RB L0
£, TERPTESN, THhMEPERE,
RGBT REERER. PHBLR . K
HREES OZOSEAH, RET—H
RARER. SARRENFFEESE

Semi-Annual Report 2026

Message from the Chairman and Chief
Executive Officer (CEQ)

Staying the Course, Breaking New Ground; Sailing into Global
Waters, Powered by Innovation

Dear investors and friends:

In the first half of 2026, the global landscape of pharmaceutical
innovation continued to undergo accelerated restructuring, and China's
pharmaceutical industry is positioned at a historical turning point for
a new round of high-quality development. The national “15th Five-
Year Plan” has drawn a clear blueprint for the development of the
pharmaceutical industry, with biopharmaceuticals as a key emerging
pillar industry on the national priority development list. Meanwhile,
China's innovative drugs has entered a new stage in going global,
with industry competition intensifying on two fronts: scale-oriented
expansion and differentiated innovation.

For Gan & Lee Pharmaceuticals, 2026 marks an inflection point
in its leap forward. The company is accelerating a three-pronged
strategic transformation: upgrading from a traditional R&D model to
intelligence-driven innovation paradigm, expanding from a focus on
diabetes treatment into the broader fields of endocrine and metabolic
diseases as well as immunotherapy, and transitioning from a domestic
market leader to a global innovative pharma company.

Facing the dual challenges of fierce industry competition and corporate
self-renewal, Gan & Lee Pharmaceuticals upholds its core culture of
“Science, Exellence,” maintaining stability amidst changes and seeking
breakthroughs amidst challenges. The Company continues to practice
its core strategic principle of “stabilizing growth in the short term,
expanding boundaries in the mid-term, and building an ecosystem
in the long term,” delivering a semi-annual performance report
characterized by steady quality improvement and prominent highlights.
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Fortifying Stability to Cement the Value Bedrock

The domestic market is the bedrock of Gan & Lee. In the first half
of 2026, the Company adeptly capitalized on policy opportunities,
deepened its presence in end markets, optimized distribution
channels, and upheld rigorous quality standards. It reinforced its
domestic market leadership, extended its reach into grassroots
markets, and delivered high-quality insulin products to more chronic
disease patients—furthering its contribution to the "Healthy China"
initiative.

During the reporting period, the Company achieved operating revenue
of RMB 2.223 billion, up 7.56% year on year; net profit attributable to
shareholders of the listed company was RMB 0.610 billion, up 1.01%
year on year. Of this total, domestic revenue was RMB 1.797 billion and
international revenue was RMB 0.426 billion. Domestic and overseas
operations reinforced each other, creating a favorable dynamic of "a
stable domestic base with accelerated overseas expansion," which fully
attests to the Company's solid operating fundamentals and cross-cycle
risk resilience.

Global Reach, Faster Commercialization

During the reporting period, the Company continued to advance its
full-value-chain go-global strategy, building an internationalization
system of "market access, global licensing, technology enablement, and
local packaging." It pursued a dual-track approach in European and
emerging markets, continuously expanding its global presence.

A milestone breakthrough was achieved in the European market. Our
three core insulin products—glargine, aspart, and lispro—have become
the first Chinese insulin products in their respective categories to
receive marketing authorization from the European Commission,
with product quality and manufacturing systems meeting the highest
international standards.

The Company continued to deepen its presence in the "Belt and Road"
and African markets. Our insulin glargine received registration approval
in Egypt and Ethiopia, addressing the unmet need for Chinese-made
insulins in these markets. The insulin glargine injection pre-filled pen
secured approval in Algeria, marking the Company's first local fill-finish
partnership in Africa. For the first time, the Company obtained drug
registration approval in the UAE through its European subsidiary as the
Marketing Authorization Holder (MAH), securing its breakthrough into
the Middle East market.

Global expansion of the Company's innovative drug portfolio has
accelerated, with global BD collaborations continuing to materialize
and deliver tangible results: In April 2026, the company signed an
exclusive license agreement for Bofanglutide injection in South Korea
with a leading Korean pharmaceutical company. In August of the same
year, the company signed an exclusive license agreement with a leading
European pharmaceutical company for Bofanglutide injection for the
treatment of overweight or obesity in the European Union, the United
Kingdom, Switzerland, and 39 other European countries and regions.
Under the agreement, the company will receive an upfront payment
of €62 million and potential milestone payments totaling up to €0.664
billion. The potential total transaction value could reach up to €0.726
billion (excluding royalties).
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This collaboration has cleared a critical pathway for Bofanglutide
injection to enter the European market and also marks another
important milestone in the Company' strategic transformation--it is
steadily evolving from a global leader in insulin to a global innovator
in metabolic diseases. Building on prior partnerships with leading
pharmaceutical companies in India and Latin America, the Company
has now established a strategic partnership network covering multiple
key markets including Europe, Asia, and Latin America.

As of the end of the reporting period, the Company's products have
secured market access and achieved sales coverage in 21 countries
and regions domestically and internationally, while the overseas
business continues to unlock long-term growth potential.

A String of R&D Milestones

R&D innovation is the Company's core growth engine. In the first half
of the year, the Company ramped up investment in its core therapeutic
areas of endocrine and metabolic diseases, while actively expanding
into autoimmune diseases, oncology, and gene therapy. It is building a
multi-layered, differentiated innovation pipeline to continuously fortify
its long-term competitive moat.

In the field of innovative insulin drugs, the pivotal Phase Il clinical
studies in China for insulin ludefen (GZR4) injection, China's first
fourth-generation weekly insulin formulation, independently developed
by the Company—SUPER-1, SUPER-2, and SUPER-3—each met their
primary endpoints. The studies confirmed that the efficacy of insulin
ludefen is superior to the marketed third-generation daily basal insulin
formulations across the broad type 2 diabetes mellitus population.
This marks the entry of the Company's self-developed weekly insulin
formulation into the top tier of the global fourth-generation insulin
landscape, heralding the arrival of the weekly insulin era. In addition,
the Company's independently developed long-acting daily basal insulin
formulation, GZR33 injection, has also entered a critical stage in China,
with the first Phase Il clinical study initiated in the first half of the year.
The Company is gradually building a comprehensive insulin product
portfolio tiered around innovative basal insulin, spanning prandial and
premixed insulins.

The twice monthly GLP-1 formulation, Bofanglutide injection, has
also delivered promising progress: Its Phase Il weight-loss data from
China are impressive, with research findings on weight reduction
and glycemic control successively published in leading international
journals. Currently, Bofanglutide is undergoing seven Phase Il clinical
studies for indications including obesity or overweight, obesity
combined with obstructive sleep apnoea (OSA), and type 2 diabetes
mellitus. Against the backdrop of fierce competition in the global GLP-
1 landscape, Bofanglutide has demonstrated significant advantages in
dosing convenience and patient adherence through its differentiated
twice monthly dosing regimen. Meanwhile, an extension Phase Il
clinical study exploring once-monthly dosing of Bofanglutide for
maintaining efficacy is ongoing. Bofanglutide promises patients greater
convenience and a more patient-friendly treatment experience.

In addition, the Company has significantly accelerated R&D output
across its emerging therapeutic areas: multiple innovative product
candidates from platforms such as PROTAC have gained approval or
entered clinical trials, accelerating the Company's transformation from
a diabetes specialist to a broad-based innovator in metabolic diseases.
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The Company continues to explore Al applications in new drug R&D.
The "Beijing Key Laboratory of Al-based Peptide Delivery" has been
established at Gan & Lee. Focusing on key stages such as target
discovery, molecular design, and lead optimization, the Company is
building an Al-assisted innovative drug R&D platform. By applying
technologies including protein structure prediction, generative
molecular design, and molecular dynamics simulation, it is gradually
establishing a closed-loop R&D workflow of "Al-driven design—in silico
prediction—iterative data feedback," serving as a crucial engine to
accelerate R&D across the board.

During the reporting period, the Company released its first
sustainability report, deeply embedding its ESG strategy into
its business operations to holistically enhance its sustainability
capabilities. Adhering to the philosophy of "shareholders first, inclusive
growth," the Company continues to build a stable and sustainable
shareholder returns framework. Through the dual drivers of "delivering
returns to shareholders and motivating talent," it fosters a virtuous
cycle of mutual benefit, providing sustained momentum for the
Company's long-term development.

As we look back on the journey behind us, we turn our gaze toward
distant horizons. China's pharmaceutical industry has now fully
entered a value-driven era, with innovation and globalization as its
twin strategic pillars. Yet headwinds persist—from evolving overseas
policies and economic uncertainty to exchange rate volatility and
supply chain complexities. We fear neither stormy seas nor towering
peaks. Armed with greater depth in R&D, a broader global vision, and
stronger inherent resilience, Gan & Lee will stand shoulder to shoulder
with our shareholders and partners. We will pull ahead with all our
might in the surging tides of transformation, and sail forward as one
across the boundless waters of global markets—rising higher, growing
stronger.

Grateful for your trust, and to all who stand with us.
Let us press on toward a brighter future.

Chairman and CEO of Gan & Lee Pharmaceuticals
Wei Chen
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IMPORTANT NOTES

Vi

VII

Vil

The Board of Directors, directors and senior management
of the Company guarantee the truthfulness, accuracy and
completeness of the contents of the semi-annual report, and
that there are no false records, misleading statements or
material omissions, for which they shall be individually and
jointly liable.

All Directors of the Company have attended the board
meetings.

The present semi-annual report is unaudited.

Wei Chen (Legal Representative), Qi Wang (Chief Accountant)
and Li Zhou (Head of Accounting Department) hereby certify
that the financial report set out in the semi-annual report is
true, accurate and complete.

Proposal of profit distribution or proposal of converting
capital reserves into share capital examined and reviewed by
the Board in the reporting period

None

Disclaimer in respect of forward-looking statements

The forward-looking descriptions of plans and development
strategies contained in the report do not constitute substantial
commitments by the Company to investors. Investors and
related parties should be aware of the risks involved and should
understand the differences between plans, forecasts and
commitments. Please pay attention to inventment risks.

Whether there is any fund occupation by controlling
shareholders and their related parties for non-operational
purposes

No

Whether external guarantees have been provided in violation
of the prescribed decision-making procedures

No

2026 FFEERE
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Whether more than half of the directors are unable to
guarantee the truthfulness, accuracy and completeness of
the semi-annual report disclosed by the Company

No

Major risk warnings

During the reporting period, there were no particularly significant
risks that had material effect on the production and operation of the
Company. The Company has detailed the various risks it may face in
the course of production and operation in this report, as described
in “Section IV Management's Discussion and Analysis / IV Other
Disclosures / (I) Risks the Company May Face” for further details.






BEEEARA. FERMTTERTEA. SMBEATAZZHEENST
Accounting statements containing the signatures and seals of the legal re
in charge of accounting, and the head of the accounting organization.

IREHAREE (PEIESR) (EBIESR) AFHREIHXHFERRAS

Original documents and announcements publicly disclosed by the Compa
Journal and Shanghai Securities News during the reporting period.
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SECTION | DEFINITIONS

- X
EEABREDD, BRIEXXFZEFRE, T7
WIEABWTEX:

DEFINITIONS
In this report, unless the context otherwise requires, the following

terms have the following meanings

BRAAERNX
Definition of frequently used terms

REAZRF . HFEHFERHL

Gan & Lee, the Company

Hillhouse

STRONG LINK

5 Al IR R
Zhucheng Shunkang

HHIIHA
Gangan Jiangsu

SRR
Cinvige Shandong

BEHAD
Henggin Ganling

N R =
Hangzhou Lanjing

ADA

GMP

5

Indicates

EC]

Indicates

5

Indicates

i
Indicates

5

Indicates

5

Indicates

EC]

Indicates

i
Indicates

5

Indicates

&5

Indicates

BEE=HIREROHERRR
Gan & Lee Pharmaceuticals.

HH G&L Holdings (HK) Limited, B £ 7 HillHouse G&L
Holdings(HK) Limited , & & &

HH G&L Holdings (HK) Limited, Former name: HillHouse G&L
Holdings(HK) Limited, Company Shareholder

STRONG LINK INTERNATIONAL LIMITED , RBEI B 7R
STRONG LINK INTERNATIONAL LIMITED, Company Shareholder

mMRERINRNLEESUNEL(EREN, BAENIRIE
REELEEEBSGUEL(BEREW, AFKRRK

Nanjing Zhucheng Shunkang Venture Capital Partnership
(L.P.), formerly known as Maanshan Casting Growth Enterprise
Management Consulting Par tner ship (L .P.), Company
Shareholder

HEETHREIIRERRE, Raz2kil
Gangan Medical Technology Jiangsu Co Ltd., an equity-invested
enterprise of the Company

SHEETRZ (LA BRAB(BAA: DHEET B WK)
BRRE), FHEEFRRIAERATINEEFAH
Cinvige Medical Technology (Shandong) Co., Ltd(formerly known
as Xinruijie Medical Technology (Shandong) Co., Ltd.) , a wholly-
owned subsidiary of Gangan Medical Technology Jiangsu Co Ltd.
FAESHACLERERRTEQT

Guangdong Henggin Ganling Management and Consulting Co.,
Ltd.

MINERENEABRQT, RESKE

Hangzhou Lanjing Biopharmaceutical Co., Ltd., an equity-
invested enterprise of the Company.

= [E #E FR J& h = (American Diabetes Association)
American Diabetes Association

2y R 2 B B L SE (Good Manufacturing Practice of drugs)
Good Manufacturing Practice of drugs
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ERIEERNX
Definition of frequently used terms

x 22
European Union

ERHEBD
NMPA

ERERB
NHSA

GZR1017F 9 /&
GZR101 Injection

GZR1027 5%
GZR102 Injection

GZR33E &
GZR33 Injection

GZR4E F &
GZR4 Injection

AL & MO R

Bofanglutide Injection

EBITDA

HbAlc

i
Indicates

5

Indicates

5
Indicates

5

Indicates

5

Indicates

5

Indicates

i
Indicates

5

Indicates

]

Indicates

5
Indicates

i N BX 28 (European Union)
European Union
ERAREEEER
National Medical Products Administration

ERETRERD

National Healthcare Security Administration
NEERBIEGFEBTRAEYSI &R, B —MHETURNERES
REFGF, BRBEMAKEM RS HEGZRIZERMIL R
BREAHI, BATHTERR

The class | innovative therapeutic biological product under
research by the Company, is a new type of premixed dual insulin
analogue. It is made by mixing the long-acting basal insulin
GZR33 under development by the Company and fast acting
insulin aspart, which is intended to be used to treat diabetes
NEERNIL A BT REYHI&, AGZRAT SR BN
S BROE 5 R TR F) Bl BY £ ik BR B R /GLP-1IRABIE LE ) 2 75 B !
A, MBSRA—RRTEHNLE, AT RAT2EERRK

The Company’s Class 1 innovative therapeutic biological
product under research is a fixed-ratio combination weekly
formulation of basal insulin/GLP-1 RA, premixed from GZR4
Injection and Bofanglutide Injection. It is intended for once-
weekly subcutaneous administration for the treatment of type 2
diabetes mellitus.

NEEMWIEFERTREYH R, B—MKUEMBEIR
LMY, WA T BTERR

The company'’s innovative Class 1 therapeutic biologic currently
in development is a long-acting basal insulin analog intended for
the treatment of diabetes.
NEERBIELGIFE BT RENG M, MBAEEAR TENLH
—RBKMBESZZAGF, BT BT RERR

The class | innovative therapeutic biological product
under research by the Company is expected to be injected
subcutaneously into the human body once a week to be used to
treat diabetes.

NEERBIEQFERTREYSIS, E— MBS EAIHN—
MBI K AGLP-IRA (BB RF -1 AT 54, EHRM IR
PRBYIE R E 2R AR AN B /B &, A IEWGZRI8

The class | innovative therapeutic biological product under
research by the Company is a long-acting glucagon-like
peptide-T (GLP-1) receptor agonist which is expected to be
injected every week. The approved clinical indications are type
2 diabetes and obesity / overweight management, R&D code is
GZR18.

ERMIARMETFEGCIER: EBITDA=#F B+ S &M+
FRgiieE B+iTIHE R+ HER)

Earnings before interest, taxes, depreciation and amortization
(formula: EBITDA = net profit + interest expense + income tax
expense + depreciation expense + amortization expense)

W MAEE (HbALY) BAMMPMMAEE 5SmSR (E
BEESE) BT EERUASENTY. BEAN, BhmT
EHRE DA M RS K8~12/8 15 I 4 KT
Glycosylated hemoglobin (HbA1c) is the produc t of a
nonenzymatic reaction between hemoglobin in the red blood
cells and sugars in the serum, mainly glucose. Glycated
hemoglobin concentration is generally considered to be a valid
indicator of the average blood glucose level over the past 8 to
12 weeks.
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Definition of frequently used terms

Successive centralized
procurement

PDPIN H
PDP Project
REH . X, ARG
Reporting period, current
Period,Current reporting
period

5
Indicates

5

Indicates

=
Indicates

2024838, EREALRARBEERBVHRAERG(2ELRER
KW (GY-YD2024-1)), ERARMRBRLTIMERELEX,
R EXRNRWARE2027F12831H, XtUREXRBERA
BEMBEERVWDRAEBHELENER

2024F38, EREARARBKERMWHLRELH(2EHRESR
KM (GY-YD2024-1)), EHRARBEBRLTHMERZELERNY,
R EXN R AEARE2027TF12A31H, XUEREXRBERA
[AMBKERBDAERDEENER

In March 2024, the Office of Joint Purchasing of Medicines
of the State Organization issued the Document on National
Centralized Purchasing of Medicines (GY-YD2024-1), announcing
that it would carry out a special national procurement of insulin
for the successive rounds of procurement, and that this round
of procurement would have a procurement cycle up to 31
December 2027, which was the first time that the Office of Joint
Purchasing of Medicines of the State Organization initiated the
successive rounds of procurement of the state procurement.

EFFRNFEXRFRITLIE
Parcerias para o Desenvolvimento Produtivo

20261 H1HE202656H30H
January 1, 2026 to June 30, 2026
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SECTION Il CORPORATE INFORMATION

—. EEE I Information of the Company
NEHNHRXE Name in Chinese HEDUVKRHERASE
NE I X R Name Abbreviation in Chinese HE=H
YNGR S =R i Name in English Gan & Lee Pharmaceuticals.
NEINIXEREES Name Abbreviation in English Gan & Lee
NEWEERRA Legal representative fR 1% Wei Chen
—. BRAMBERAIR Il.  Contact person and contact Information
EExUWB Secretary to the Board
e Name EIES Rong Zou
N _ = No. 8, Nanfeng West 1st Street, Huoxian,
BX 5 3 4k Address ItRmEMK L EERRFTE RS Tongzhou District, Beijing
FBiE Tel 010-80593699 010-80593699
= Fax 010-80593678 010-80593678
BF{ERM Email IR@ganlee.com IR@ganlee.com
=. EFXRBEREN lll.  Summary of the changes in general information
FRTEMNXBEEERE—KES
N B E A ik Registered address No. 8, Nanfeng West 1st Street, Huoxian,

NEEMMANHLEEEBR

NGVl

AT I 2 M Ak RY HE B 4R 55
N E Mk
BFIEME

NEHI A HEIE

Tongzhou District, Beijing

e @ N K oh XA B 5 E KB N E & 5
Bl B S B =485

The historical change of the Company's No. 8, Jingsheng North Third Street,

registered address Jingiao Science and Technology Industrial
Base, Tongzhou Park, Zhongguancun
Science Park, Tongzhou District, Beijing

ERmEMNKHEERRE S
Business address No. 8, Nanfeng West 1st Street, Huoxian,
Tongzhou District, Beijing

Postal code of the business address 101109
Website https://www.ganlee.com.cn
Email IR@ganlee.com
Company receptionist phone number 010-56965000
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IV. Summary of the change in information disclosure
and storage location

NEIEENESRERRZ M

BEHFEERSH MLt

Storage location of the Company'’s

(EBIEFR)(PEIESKRD)
"Shanghai Securities News",
"China Securities Journal"

Name of the newspaper selected
by the company for information
disclosure

The website address of semi-annual

http://www.sse.com.cn
report

HEAHVEESDAE. LBIESFIHHA

REAFYEERSEEMS Department of Securities of Gan & Lee,
annual report Shanghai Stock Exchange
. RTEREER V. Profile of company share
I AR
[N S Type of Share A share
= 25 LRIESR B
BREELHRXZA Stock exchange Shanghai Stock Exchange
= e HEH
B& 22 & R Stock abbreviation Can & Lee
e EALHS Stock code 603087
TERREEM Stock abbreviation before variation Ngrfwe
N, NEEE. BREMEAR VL. Changes in Directors, Supervisors and Senior
TEhIE R Management
e BEMNRS T oh B T oh R A T &) R A 5t A
Name Position Scenario of change Reason of change Explanation of Changes
T BIRAE. UEHHRA BE{E B2 E
Qi Wang Vice president. CFO Appointment Appointment
NEESF. SREBARTEHNIE Explanation of changes in directors and senior management of
ot 35t B the Company

NE)TFT20206F3R6HBAFHEES
A%t}k%iﬁl A @I (R TRE
REASREEAGHNNE), AEE
Efiﬁ%iﬁ NSIERA N =]
BEE, THEAREFESRINE
BZREESIBREFEHER
ZHIE. BRIEZ 9, RIREMAAE
RBRBEEERSREEARRE
FHEENBE R

At the seventh meeting of the fifth session of the Company's
Board of Directors held on March 6, 2026, the proposal
"regarding the appointment of senior management of the
Company” was considered and approved, and it was resolved
to appoint Mr. Wang Qi as the Chief Financial Officer and Vice
president of the Company, with a term commencing from the
date of approval of the Board resolution until the expiration of
the term of the fifth session of the Board of Directors. Save as
aforesaid, there were no other appointments or resignations
of Directors or senior management of the Company during the
reporting period.

2026 FFEERE
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Environmental information of listed companies
and their major subsidiaries included in the list of
enterprises whose environmental information is
disclosed in accordance with the law

MANFREEERERBEL BRI LEHE (D)
Number of enterprises included in the list of
enterprises whose environmental information is
disclosed in accordance with the law (number)

FS 1B & #R
Serial number ~ Company Name

1 HEHIRERDERAR
Gan & Lee Pharmaceuticals.

BEEHLLABRAT
1 Gan & Lee Pharmaceutical
Shandong Co., Ltd.

HIBERKREZRBERENEIBRSI
Index of access to reports on legal disclosure of environmental
information

https://hjxxpl.bevoice.com.cn:8002/home

http://221.214.62.226:8090/EnvironmentDisclosure/enterpriseRoster/
openEnterpriseDetails?’comDetailFrom=0&id=91371300MA3QTLTC4A
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BF=ZT EEMSEGMEZERR
SECTION 11l KEY FINANCIAL INDICATIONS AND STATE OF OPERATION

—. QB EERIHHENUS

=g

(—) EE= IR

I Key accounting data and financial indicators for the
last three years

(I)  Key accounting data
B M AR®

Unit: RMB

FELHEIE Keyaccounting data AIREH (1-68) FERE IR EHALE £ R HA IR
Current reporting Same period last year Increase/decrease in the current

period(January-june) reporting period over the same

SR @N Operating revenue
FERE Total profit

JFEF L ABE Net profits attributable
to shareholders of the
RE9 R A listed company

3B FLH AR’ Net profits attributable
22 to shareholders of the
RBHIRRARE listed company after
MmN AFE deduction of non-
recurring profits or
losses

KZEERTEN Net cash flow from
Mayges OPeratingactivities

7B T EH AT R Net assets attributable
to shareholders of the
RERRF listed company

SR Total assets

Y

period last year (%)

2,223,021,840.47 2,066,795,642.77 7.56
687,102,741.41 691,021,014.97 -0.57
609,780,530.35 603,680,572.48 1.01
580,204,396.46 487,921,514.17 18.91
432,322,178.47 248,550,242.09 73.94
KR EEAR TEEX AiREBRL EFERIGH

End of the reporting End of previous year |ncrease/decrease in the current
period reporting period over the same

period last year (%)

11,709,301,616.79 11,628,469,164.23 0.70

12,762,003,427.26 12,627,043,306.54 1.07

20
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(Z) EEM S (I
FEM SR

Key financial indicators

IR EH (1-68)
Current reporting

Key financial indicators

LER 1R &80t E 4 7 B 18R (%)
Same period last year Increase/decrease in the

HEAS KW (5T Basic earnings per share
SBR) (RMB per share)

B ERWAE (Gt Diluted earnings per share
) (RMB per share)

N BRIE A & MR & Basic earnings per share

; 4 =< after deducting non-
ERREAGR K S recurring profit or loss (RMB

(7t /&) per share)

I0AY F 14 7% 3R 7= W Weighted average return on
353 (9) net assets (%)

B IEZ B 1% 7 3 Weighted average return on

8 w14 < Net assets after deducting
5 B IMALF S % 5 non-recurring profit or loss
7= U 3 K (%) (%)

period(January-

current reporting period

June) over the same period last
year (%)

1.03 1.02 0.98

1.03 1.02 0.98

0.98 0.83 18.07
5.15 5.32 BTN E D R

Decrease by 0.17 percentage
points

EMN0.S9 M E D R

Increase by 0.59 percentage
points

4.90 4.31

RBEBR MBI SETON
e

1. BUYBAZEHREA:

KIREH, ABKIWE WU N22.23
27w, B EFFHE KL%,
2026F B _FEEWWANFEEE K
53.16% , HHFE AW AL E K
61.24% , TBRBZEHRFIF~mE
S8 M E W IN= aE X K
FRRERNEREmET R BN
RERHZAKBROT:

DVDEATD: HERTIEK
KIRER, RBERGIFHE 24,968
Fsz, AEEING6.05%; BN NN
179712 55, W L F B #78 00.481Z
T, TBERARNTEAEEMRMEXR
3% N3 K -

(2) EFrH 17 /8 M N PN 8

I EH, A ERWAN 842612
7T, R EFFHAEMN2.051Z27T, R
18 K92.33% , EFriH &R AMETFR
RFAUIR SN RIRIE N . E FR
WANERKEERRTFUTRNSE:

Description of the Company’s key accounting data and financial
indicators

Reasons for changes in operating income:

The operating income for the reporting period was RMB 2.223
billion, representing an increase of 7.56% compared with the
same period of last year. In the second quarter of 2026, the
operating income increased by 53.16% quarter-on-quarter, of
which domestic revenue grew by 61.24%,, primarily attributable
to the increase in sales volume of insulin formulation products
and the gradual alleviation of the short-term impact on actual
production capacity caused by the production switching between
domestic and overseas products. The specific breakdown of
domestic and international markets is as follows:

(1) Domestic Market: Steady Growth in Sales Volume

During the reporting period, the Company's domestic
formulation sales volume reached 49.68 million units,
representing a year-on-year increase of 6.05%. Domestic revenue
amounted to RMB 1.797 billion, decreased by RMB 48 million
compared with the same period of the previous year, primarily
due to the adjustment of the applicable VAT rate from 3% to 13%.

(2) International Market: Accelerated Growth in Overseas
Revenue

During the reporting period, the Company's international
revenue amounted to RMB 426 million, an increase of RMB 205
million compared with the same period of the previous year,
representing a year-on-year growth of 92.33%. Both international
sales revenue and international licence service revenue
increased significantly. The growth in international revenue was
primarily driven by the following two aspects:

2026 FFFEHRS



OERFRHEERAN. REBA, EF
HEWANRN3.26127T, R EFF AT
m 1.08127c, AL 1E K49.35% , *
BRARNBDSEBAGHEKNFHREH
MPDPIMBE~REEEFHE, IR
SHEZMBRBRAL421Z7T .

QOHEFFFFRRSBN o REHA,
[ B 45 ¥F A2 AR 55 Wk N\ 3R £ FF (R HA 18
fn0.91125w , EBRAFRBMING
EWINRBFLENRS BN 2
) [ 58 %00 B 7 77 dm 3 42 4 #E 2 BR
BRINEF, OMEESHE. HE
NGESEXHEALAERENLES
BOE SRR RIRKIF RN, BE
ik, ENEZINERTT,

2. REEDFENRETRESFTE
RE: FAREHEEEDUE
MEFRTIR L FFRHIEINLSAZ
T, TERAKRENHEER M.

RUEFS KNI LM,

. FRREEHRmD BT

@ International sales revenue. During the reporting period,
international sales revenue amounted to RMB 326 million, up
RMB 108 million compared with the same period of the previous
year, a year-on-year growth of 49.35%. This was primarily
attributable to the orderly supply of products under the PDP
project jointly promotedd by the Company and its Brazilian
partner, which contributed RMB 142 million to revenue during
the reporting period.

@ International licence service revenue. During the reporting
period, international licence service revenue increased by RMB
91 million compared with the same period of the previous year,
primarily attributable to the licence service revenue recognized
by the Company in accordance with the terms of the relevant
agreements. The Company has been steadily advancing global
licensing partnerships centered on its core innovative products.
Over the past two years, the Company has entered into exclusive
license agreements with leading pharmaceutical companies
in regions including Latin America, India, and South Korea
for Bofanglutide Injection, covering key markets across Latin
America, Asia, and other regions.

Net cash flows from operating activities in the current reporting
period increased by RMB 184 million as compared with the previous

year, primarily due to the rise in cash receipts from the sale of goods
and provision of labor services in the current reporting period.

Non-recurring profit and loss items and amounts

B mHH: ARD

FELBEUREIE

FRMAEFAER D, §FEEI
ER TR EEEN B

TALBREHNBFFHE), B528
EsgalsaEx. SaER
WEME. ZBRAENITEZE.
XF 22 B R a7 A AR AR R T B9 A Ab
8 B b

FREABESEZEVSHEINE N
ERFRELSSH, FEREVEE
EMACHNERAGTENR AN
BEEDRaU RS ESHATNE
BRI T AR R

AERKIFRNEAZTROKR AW @

assets

Unit:RMB

: . . & & B o (303E )

Non-recurring profit and loss items ) )
Amount Notes (if applicable)

Gains and losses from the disposal of non- 534788 55
current assets, including the off-setting portion '
of impairment provisions already made for
Government subsidies included in the current g107110.53

period's profit and loss, except for those
closely related to the Company's normal
business operations, in compliance with
national policies and regulations, enjoyed
according to established standards, and having
a sustained impact on the Company's profit
and loss

Except for effective hedging business related
to the normal operation of the same company,
non-financial enterprises shall bear gains and
losses from changes in fair value of financial
assets and liabilities held by them, as well as
gains and losses from the disposal of financial
assets and liabilities

Investment income arising from the disposal of
long term equity investments

14,331,580.84

3,017,916.14
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B mH: AR™

Unit:RMB
o st . . ) ok fit S (4038
FELBUEMETE Non-recurring profit and loss items A%mzunt E\lotei (if:ppiicable)
TREHING, FRRNIZ AN Gains arising from the remeasurement of the 554116106
= H % 42 remaining equity interests at fair value after loss of ="~ '
BEHITEF~ENFE control
bR EREIMZ P EME AL SN Other non-operating income and expenses other .3 g4 354 59
2w than those mentioned above T
HMFSEEEERETE XHWMRE Other profit and loss items that meet the 1190000000
meE definition of non-recurring gains and losses B
L PSR 5 I A Subtract: Income tax impact 5002,491.54
ait Total 29,576,133.89
WNRBR(RAFARITIEFHNRBEER Any item not listed in the "Explanatory Announcement No.
FERBMEASHEIS—IFELEHHR 1 on Information Disclosure of Publicly Issued Securities
mYRFENIMBINE AIELEMER Companies - Non-recurring Gains and Losses" that is identified
FMBESMEAN, UKB(AF by the Company as a material non-recurring gains and losses,
ETESHAREERERREMLER or any item listed therein that is classified by the Company
EEIS—IELRBUHRMA)PINEN as a recurring operating gain or loss, shall be accompanied
FELEMNEZNBERENEEER by an explanation of the reasons for such identification or
mHIE, NiRBRE . classification.
Bl M AR®
Unit:RMB
mE R E ' [R &
Item Amount Reason
B HE UL 7 B 7,006,572.97 EATBERFEBAXN BRI BERENEE AT RNEE R
Deferred income amortization Our Company recognizes the amortization of deferred income from

government subsidies related to assets as recurring gains and losses.

=. TFERMER. RTHEFRIT Il Companies with equity incentive plans and

IR AT EFIR B HIPRAR (D 2 (¢ employee stock ownership plans may choose to
=AY =) b disclose net profit after deducting the effect of

share-based payments
Bt mH: ARD

Unit:RMB
FTERITHIE RIREH (1-68) LtFRHA A HR L & & [F) A 12 R (%)
Key accounting data Current reporting Same period last Increase/decrease in the current
period(January - June) year reporting period over the same period
last year (%)
RS 0 A &8 589878 625,260,540.46 642,665,171.02 -2.71
Net profit after the effect of
share-based payments
AR EREER IR 5 R Note: The above-mentioned data represent net profit
ERNPRABEFLHTRABRARNEFE - attributable to shareholders of the listed company after

deducting the impact of share-based payment.

2026FFFEHRS [/ 23



M, REHARAETELZLEBR IV. Main operating conditions during the reporting
period
(—) FEWLSES SR )} Analysis of main business
1. MEZFIRREEXB BTSSR 1. Statement of analysis of changes in the relevant accounts in the
financial statements
B ™R ARD
Unit:RMB
ER EFREBHK 5 £ 1) (%)
N Current period Prior-year Change ratio(%)
HE tem amount comparable
amount
ERI2@N Operating revenue 2,223,021,840.47 2,066,795,642.77 7.56
ERIZy%:N Cost of sales 575,193,288.63 490,877,014.62 17.18
HEZH Selling expenses 596,128,075.51 656,481,754.37 -9.19
BEEH Administrative expenses 108,193,482.32 134,027,579.04 -19.28
125 2% A Financial expenses -18,521,400.92 -48,959,387.00 & A
N/A
R 2 A Research and development 298,096,907.83 264,523,560.46 12.69
expenses
ZEFNFENIERE SR Net cash flows generated from 432,322,178.47 248,550,242.09 73.94
operating activities
BAZHNFENDERE A Net cash flows generated from -35,227,796.38 530,053,602.58 -106.65
investment activities
ERENTENNEREARE  Net cash flows generated from -444,700,679.89  -733,344,416.07 TE R
financing activities N/A

24

BUVWANERERE: AiRE
HELWANR EFEAEN, A
FRALE=T TEM SR
MEEBR/— REBEERITH
BV SER/ ABETERITHIE
MW SSHERBIR B

EWRAERARA: RS
HEL AR EFEREM, £
EREARANEIREHF - REE
B K18.47% , Bl R AFE 2 18 K
PREL o

EEFAENRARE: ARE
HREBEEARLEFRAMREL, T
BRI EIHIABR D &
FA B2 B B o

Reasons for changes in operating income: Operating income for the
reporting period increased compared with the same period of the previous
year. For details on the reasons for the change, please refer to “Section lll Key
Financial Indicators and State of Operation / I. Major Accounting Data and
Financial Indicators of the Company / Explanation of Major Accounting Data
and Finandial Indicators of the Company”.

Reasons for changes in operating cost: Operating costs for the
reporting period increased compared with the same period of
the previous year, mainly due to an 18.47% increase in sales
volume of domestic and overseas insulin preparation products,
and consequently operating costs increased accordingly.

Reasons for the changes in administrative expenses:
Administrative expenses for the reporting period decreased
compared with the same period of the previous year, mainly due
to the decrease in share-based payment expenses recognized
during the reporting period.
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HEBM. BEFSWEINIMEIEM
FT o
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Reasons for the changes in financial expenses: Financial
expenses for the reporting period increased compared with the
same period of the previous year, mainly due to the increase in
exchange losses caused by exchange rate fluctuations.

Reasons for changes in R&D expenses: R&D expenses for the
reporting period increased compared with the same period of
the previous year, mainly due to the continuous increase in the
Company's R&D investment.

Reasons for the change in net cash flows generated from operating
activities: Net cash flows generated from operating activities for the
reporting period increased compared with the same period of the
previous year, mainly due to the increase in cash received from the
sale of goods and provision of labor services during the reporting
period.

Reasons for the change in net cash flows generated from
investing activities: Net cash flows generated from investing
activities for the reporting period decreased compared with
the same period of the previous year, mainly attributable to
the decline in net inflows from wealth management product
investments in the current period and the increase in cash paid
for land acquisition in the current period.

Reasons for the change in net cash flows generated from
financing activities: The net cash flow from financing activities
during the reporting period increased compared with the same
period last year, mainly due to cash inflows of 149 million yuan
from bill discounting during this period and cash payments of
135 million yuan for share repurchases in the secondary market
during the same period last year.

(I Analysis of assets and liabilities

1. Assets and liabilities

2026 FFFEHRS
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2026528, AR SMMILRRRE
MRAEBRBTELRDHBFHEIRIL
TN R o REX TN SAD 8RR
1,000.005 7T , R EEH1£983.33% ,
EMMNLRRREDRABRIAE
RBEZXERG, REANEFRLIE
Bl BE = £938.10% , REIREE N K
HRNKREZE .

202658, REIHAMILBER N
RARSERIELQT, EMAEXE
100.0057c, NABEHFRE, P
ANRBEHBRKTEE,

DURARNETENERRE

(1)

Analysis of Investment status

Overall analysis of external equity investment

In February 2026, the company, together with Hangzhou
Hongyuan Tiansheng Biotechnology Co., Ltd., jointly invested to
establish Hangzhou Lanjing. The company initially invested 10
million yuan in Hangzhou Lanjing, holding approximately 83.33%
of the shares. After the secondary capital increase by Hangzhou
Hongyuan Tiansheng Biotechnology Co., Ltd., the company's
shareholding ratio decreased to approximately 38.10%, and the
company accounted for it as a long-term equity investment.

In May 2026, the company invested in the establishment of
Hainan Jingtai Technical Services Co., Ltd., with a registered
capital of 1 million yuan. It is a wholly-owned subsidiary of the
company and is included in the company's consolidated financial
statements.

(1) Financial assets measured at fair value
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. REAEE. MRS V. Corporate Governance, Environment and Society
(—) AR BRLAREEIEIMZE ()  Proposal for profit distribution or capitalisation of capital
reserve
YEEPENFMELEME. 2R Profit distribution proposal and capital reserve capitalisation
SRR AR proposal for the first half of the year
EBRNRHEIE B
Whether to make profit distributions or capitalisation No

of capital reserve

(Z) ATBRSEBMITE . RIHRKRIT () The company's equity incentive plans, employee stock
. . . ownership plans, or other employee incentive measures and
%38 Bt 5% T8 b 8 e RO R R thelr Impact Py
AL
1. tHXBENEmEmEEREAE 1 Equity incentive matters previously disclosed in interim
WEBEELHMETHBRAT KB announcements with no subsequent progress or changes.
= I R RS

Summary of matters

(K TR 520224 Rl M B 280 Bh it 2 85 = DR PR IR

EHRERRERERANRE)
"Announcement on the Satisfaction of Vesting
Conditions for the Third Vesting Period under the

Company's 2022 Restricted Share Incentive Plan"

(X F AE)2024F PR &M R MBIt & 8B =1
ERERRERFRMHNAE)

"Announcement on the Satisfaction of Vesting

fRFRIR

Conditions for the Second Vesting Period under the

Company's 2024 Restricted Share Incentive Plan"

(XFEMEEHEEBDRMEREHBFELDENEHOR

=)

"Announcement on the Repurchase and Cancellation

of Certain Restricted Shares and the Adjustment of the

Repurchase Price”

(XFEMEFHEIED R MR ZBNENANLD
"Announcement on the Notification to Creditors
Regarding the Repurchase and Cancellation of Certain

Restricted Shares"

=)

Reference index

2026483238 RBECLBIESFRI(PEIESRIR EBIEFTZ PR
Wik (http://www.sse.com.cn) NAEX A& . (R &R S 2026-030)

For details, please refer to the relevant announcements of the Company
published in the "Shanghai Securities News', "China Securities Journal’,
and on the Shanghai Stock Exchange website (http://www.sse.com.cn) on
April 23, 2026 (Announcement No.: 2026-030).

202648238 A ECLEIESMI(REIESRI R EBIESFZZ PR
M g (http://www.sse.com.cn) WX A& . (R ERS: 2026-031)

For details, please refer to the relevant announcements of the Company
published in the "Shanghai Securities News", "China Securities Journal,
and on the Shanghai Stock Exchange website (http://www.sse.com.cn) on
April 23, 2026 (Announcement No.: 2026-031).

F02026F 48238 2B E(LBIEFRI(REEFHRI N EBIEFRF AR
M uh (http://www.sse.com.cn) WX A& . (R SRS 2026-032)

For details, please refer to the relevant announcements of the Company
published in the "Shanghai Securities News', "China Securities Journal’,
and on the Shanghai Stock Exchange website (http://www.sse.com.cn) on
April 23, 2026 (Announcement No.: 2026-032).

FI2026F 48238 2B E(LBIEFRI(REEFHRI N EBIESFRZF AR
™ uh (http://www.sse.com.cn) IR A& . (R SRS 2026-034)

For details, please refer to the relevant announcements of the Company
published in the "Shanghai Securities News', "China Securities Journal’,
and on the Shanghai Stock Exchange website (http://www.sse.com.cn) on
April 23, 2026 (Announcement No.: 2026-034).
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= I IR HiHHRSI

Summary of matters Reference index

(026 F RRAEIMER R MBI IT X (BER) BHE A E) FI2026F681IA AR TE(EBIEFRI(REIESFRIR LBIEFZZ
"Announcement on the Summary of the 2026 W 5 (http://www.sse.com.cn) BIAE % A % o (A& 5B S 2026-044)

Restricted Share Incentive Plan (Draft)"
For details, please refer to the relevant announcements of the Company

published in the "Shanghai Securities News", "China Securities Journal",
and on the Shanghai Stock Exchange website (http://www.sse.com.cn) on
June 11, 2026 (Announcement No.: 2026-044).

§9€${E022EEBE%U‘I&EEQE%IA@1‘I'%J%E ﬁffl‘ﬁ&ﬂﬁ #2026 F6812H R B LEIES MNP EIES BRI LBIESRRZ
Egg%g%géigﬂ%gﬁ*i@gé» =T RRRRIR W ik (http://www.sse.com.cn) I X Q& ., (REHRS: 2026-046)

"Announcement on the Vesting of Restricted Shares  For details, please refer to the relevant announcements of the Company

for the Third Vesting Period of the 2022 Restricted published in the "Shanghai Securities News", "China Securities Journal",

Stock Incentive Plan and the Second Vesting Period ) )

of the 2024 Restricted Stock Incentive Plan, and the  and on the Shanghai Stock Exchange website (http://www.sse.com.cn) on

Subsequent Listing and Circulation of Such Shares" June 12, 2026 (Announcement No.: 2026-046).
(BEHFNEEZZRASXT AB20260F REIMER F120265F6823H QAR EL EBIESHBIPEESF R X EBIESKZF

/N —
ST BT RZENRARBERNZERL) Hlﬁi(http //WW\/\/ sse.com. cn) E/Jﬁaé/\/_t (/\:tgﬁq_ 2026-048)

Verification Opinion of the Remuneration and For details, please refer to the relevant announcements of the Company

Assessment Committee of the Board of Directors published in the "Shanghai Securities News", "China Securities Journal",

Regarding the List of Incentive Recipients and the and on the Shanghai Stock Exchange website (http://www.sse.com.cn) on
Publicity Process for the Company's 2026 Restricted June 23, 2026 (Announcement No.: 2026-048).

Share Incentive Plan"
(ETF2026EMRHFMEREZFMITNABEEAMBAR #12026F682THABE(EBIEHRI(TEIEH R X LBIEHEZZ T

L OEEEEVE L L BERSE) Mg (http://www.sse.com.cn) IR QA& . (R EHRS: 2026-049)
“Self-Inspection Report on the Trading of Company

Shares by Insiders and Incentive Recipients under the
2026 Restricted Stock Incentive Plan”

For details, please refer to the company's related announcements on
June 27,2026, in the Shanghai Securities Journal, China Securities Journal,
and on the Shanghai Stock Exchange website (http://www.sse.com.cn).
(Announcement No.: 2026-049)

(=) NEEERBRAKEER. ¥k (1) Details of efforts in consolidating and expanding poverty
alleviation achievements, rural revitalisation and other

\\/
{FLIERFRER related work
KARZNIRXIE HE/NE 15 /5L 35t BB
Projects for poverty alleviation and Amount/Content Statement

rural revitalisation

28N AT 12.25 IR T 75
Total investment (RMB 10,000) Please refer to the notes below
Hep: #® (FH) 12.25

Of which: funds (RMB 10,000)

M#EF R (B 7T)

Monetary equivalent of in-kind
contributions (in RMB 10,000)

EYSUNEAUN)
Number of beneficiaries (in persons)
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32

RERRIAN E R RIFRHSA
REARSE . ARBEKIKE L
ARABREHFER, BF=R
SRARLTRIITBRRNHEERE ,
LUH B H KBy 7 R4 A 18 U 6
HEQADBARE “REXE.
BMEE NER, BEEMS
NEXRIIE. RRXBHESHE
PRERFNIALELR, BER
URRXBEINZ R X BRI A
T8, RORMABHBERER .
BRITHaRERNES,

N E) KB X BN B AR N
FREFR, MHREHIMER
TE M E0.25 K e ERY), H
Rl ERIHFERABKR, BIH
FREGCEXHABLARE. HER
mRAME SN EERE, LUB
BLBEE, LEEF®HITSZ
o

REERIERBMBIPOARLTE
MEZD W, THEXKEFAR
KE. XIREH, RAIAENE
R HEFRIZBEI2E T, U
RERZIRFZED . AXRIEBEE
ARBRREEEFTRIMTE,
RHAEAHFHMEEIH, LUK
TR fTEVHZ=E, B
BP0 RBEFIERERE,

The company actively responds to the national call for rural revitalization and
agricultural support, coordinating with Inner Mongolia and Tibet to assist
agriculture-related enterprises in setting up internal temporary sales points,
and collaborating with three local rural enterprises to open domestic sales
channels for specialty products, thereby helping to increase income in the
agriculture and livestock industries through consumer support.Gan & Lee
Foundation has always upheld the philosophy of "Spreading Care, Sowing
Hope" in implementing rural assistance programmes. This exhibition not
only served as the internal debut of authentic products from the plateau
and grasslands, but also represented a public welfare initiative that supports
rural development through tangible procurement, fully demonstrating
the Company's commitment to targeted implementation and social
responsibility.

The company precisely matched the actual needs of Zhongdong
Primary School in Bijie, Guizhou, donating 2,500 yuan worth
of warm clothes to teachers and students after the flood, and
specially customized Ganli co-branded soccer uniforms to
support the school's special soccer education program.Gan
& Lee Foundation will continue to expand its rural assistance
efforts, spreading warmth through consumption and delivering

goodwill to distant rural communities.

As a local biopharmaceutical enterprise based in the Beijing
Tongzhou Sub-Center, the Company proactively contributes to
regional academic development. During the reporting period,
the Company donated RMB 120,000 to the 4th Grand Canal
Medical Forum to ensure its successful convening. The donation
is aimed at establishing a platform for medical expert exchanges
across the Beijing-Tianjin-Hebei region, facilitating collaborative
innovation among the pharmaceutical industry, academia and
research institutions, demonstrating the Company's commitment
to corporate social responsibility, and advancing the high-quality
development of the healthcare industry in the Sub-Center,
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I Industry and Principal Business for the Reporting

Period

() Company's main business

The Company is primarily dedicated to the high-tech research,
development, production, and sales of insulin analog active
pharmaceutical ingredients (APIs) and injectable, possessing
a comprehensive insulin R&D pipeline. As the first high-tech
biopharmaceutical enterprise in China to master the technology
for industrialized production of recombinant insulin analogs, the
Company has successfully and independently developed several
of China’s inaugural third-generation insulin analogs, positioning
China among the select few nations capable of industrial-scale
production of these analogs. The Company's main products
include multiple insulin analog products such as insulin glargine
injection (Basalin®), insulin lispro injection (Prandilin®),
mixed protamine zinc lispro injection (25R) (Prandilin®25),
insulin aspart injection (Raplin®), insulin aspart 30 injection
(Raplin®30), and mixed protamine human insulin injection (30R)
(Similin®30). The products cover the three functional sub-
markets of long-acting, rapid-acting, and pre-mixed insulin.

The Company will continue to achieve comprehensive coverage
in the field of diabetes mellitus management, further enhancing
its market competitiveness in this area. Building on this, the
Company will actively develop innovative drugs, focusing
on metabolic diseases, cardiovascular disorders, and other
therapeutic areas, striving to provide patients with more high-
quality drug therapy options.

(1 Company business model

1. Procurement model

In accordance with the Company's procurement management
system requirements, the procurement department centrally
oversees all external purchasing activities. They are tasked
with formulating the Company’s annual procurement plan
and, based on monthly requirements, guiding the completion
of procurement tasks to ensure the efficient coordination of
material supply and production operations. Through the organic
combination and process connection of core modules such
as procurement strategy preparation, supplier management,
contract management, and risk management, the company
conducts strict screening, evaluation, and dynamic maintenance
management of new suppliers; moreover, it deeply explores high-
quality suppliers to continuously optimize the supplier system.
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For different material characteristics, the company flexibly
uses strategic procurement, annual agreement procurement,
centralized procurement, and other models to ensure the
stable and efficient operation of the supply chain. To guarantee
the safety of production and the steady provision of raw
and auxiliary materials, the quality management department
conducts audits and manages the qualification of these materials
suppliers. When these materials are received into inventory,
the quality management department performs rigorous quality
checks. For engineering and equipment procurement, the
company adopts negotiation or bidding procurement methods
in accordance with procurement management systems and
national regulations to determine the final supplier, ensuring
the compliance of procurement activities. It comprehensively
plans and controls all aspects of the procurement process,
continuously improving procurement efficiency, reducing
procurement risks, and providing strong support for sustainable
development.

Production model

The Production Management Department is responsible for
overseeing the Company’'s commercial production planning,
process management, production scheduling, and organization. The
Production Management Department, based on the production and
sales plan formulated by the Supply Chain Management Department
and considering the procurement of raw and auxiliary materials
and product inventory, formulates a rolling production plan for the
production workshop. It adopts a combination of Make-to-Order
and Make-to-Stock production models to meet the needs of various
customers, while strictly managing the entire production process of
the products. During the production process, the Quality Management
Department supervises the quality of the entire process, and conducts
full-process testing and monitoring of the quality of raw and auxiliary
materials, intermediate products, products to be packaged, and
finished products.

Sales model

Domestic sales model

The Company predominantly adopts a sales approach that integrates
both commercial entities and specialized academic marketing. For
domestic product sales, the Company primarily utilizes a distributor-
based model. This entails selling and delivering medications to
hospitals via pharmaceutical distribution firms. These distributors
are not responsible for market expansion or promotional activities.
Instead, they submit orders to the Company in line with the medication
needs of hospitals or pharmacies in their designated distribution
zones. In accordance with the annual distribution agreement and
specific order details, the Company supplies medications to its
partnering pharmaceutical distributors. It is then the responsibility of
these regional distributors to manage the sales and logistical delivery
of these medications to both hospitals and retail outlets.

2026 FFFEHRS
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Considering the high technological barriers of insulin analogs,
the domestic market is primarily promoted and publicized by the
marketing system through an independent professional academic
promotion model. The promotional information includes: product-
related information (drug indications, usage methods, safety, and
related academic theories, latest clinical study results), company brand
information, etc.

Overseas sales model

The Company's overseas sales products include insulin active
pharmaceutical ingredients (APIs), insulin drug products, etc. Based
on the policies and market characteristics of various overseas
countries, the Company has built a diversified sales model, which
mainly includes: authorized distribution of insulin drug products,
technology transfer and localized cooperation, MAH self-registration
and commercialization, and global partnerships for innovative drugs
under development. Under the authorized distribution model for
insulin drug products, the Company's drug products are sold to
overseas markets by authorized international distributors. Under the
technology transfer and localized cooperation model, the Company
licenses fill-finish technology for insulin formulations and pre-filled
pen assembly capabilities to qualified partners, while supplying APIs.
Local partners leverage this licensed technology to manufacture
finished products locally, ensuring a robust and resilient supply chain.
Under the MAH-led commercialization model, the Company holds
the local marketing authorization and drives market access and
commercialization efforts. Under the innovative drug partnership
model, the Company tailors collaboration structures to the regulatory
landscape, clinical needs, and strategic strengths of partners in
each target market, flexibly adapting to diverse market conditions to
accelerate the commercialization of its pipeline assets.

Industry conditions during the reporting period

With the aging population and continuous changes in residents'
lifestyles, the overall incidence of chronic diseases such as
cerebrovascular disorders, cancer, and diabetes mellitus in China is
on the rise. The number of deaths from chronic diseases accounts
for over 80% of total resident deaths, and the demand from patients
for drugs to treat chronic diseases has also grown rapidly, driving the
continuous expansion of the chronic disease drug market.
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Industry Policy Environment

Supporting Pharmaceutical R&D and Innovation

Since the "15th Five-Year Plan," the state has continuously
increased its support for pharmaceutical innovation, constantly
improving mechanisms for innovative drug R&D, review and
approval, clinical application, and payment security. It has
accelerated the R&D of cutting-edge technologies and the
transformation of innovative achievements, promoting R&D
innovation and high-quality development in the pharmaceutical
industry. In January 2026, the State Council issued the
"Regulations for the Implementation of the Drug Administration
Law of the People's Republic of China," which formally clarified
the four expedited marketing pathways—breakthrough therapy
drugs, conditional approval, priority review and approval, and
special approval—in administrative regulations. It systematically
strengthens the protection of drug intellectual property rights,
encouraging enterprises to continue R&D and innovation. In
May of the same year, the NMPA formulated the "Measures for
the Implementation of Drug Test Data Protection," encouraging
innovations that fill clinical gaps and granting a 6-year clinical
data protection period for innovative biological products. During
the same period, the National Healthcare Security Administration
(NHSA) released the "Work Plan for the 2026 Adjustment of the
National Drug Catalog for Basic Medical Insurance, Maternity
Insurance, and Work-Related Injury Insurance, and the Innovative
Drug Catalog for Commercial Health Insurance." The plan
introduced a "pre-application" step, which means that it is
now possible to apply for inclusion as soon as an innovative
drug is approved, shortening the time lag from approval to
reimbursement listing. In July, the Center for Drug Evaluation
of the NMPA released the "Technical Guidelines on Scope and
Classification of Gene Therapy Products (2026 Edition)," clarifying
the scope and classification of gene therapy products in China,
standardizing and guiding R&D, and encouraging industry
development.

As a company deeply rooted in the field of endocrine and
metabolic diseases, the Company actively aligns with national
policy priorities, driving innovation by unmet clinical needs
while ramping up R&D investment. In the first half of 2026,
the Company's R&D investment reached RMB 0.610 billion,
accounting for 27.43% of its operating revenue. The Company
maintains a robust R&D pipeline, with several highly promising
Class 1 innovative drugs in late-stage clinical development,
including: a potential world-first twice monthly GLP-1 RA,
Bofanglutide injection; China's first ultra-long-acting weekly
insulin, GZR4 injection; China's first innovative premixed dual-
insulin formulation, GZR101 injection; and the first domestic
fixed-ratio weekly combination of basal insulin and GLP-1 RA,
GZR102 injection.

2026 FFFEHRS
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Moreover, the Company is actively expanding into therapeutic
areas such as oncology and ophthalmology. As of the disclosure
date of this report, four Class 1 innovative drugs independently
developed by the Company, GLR2037 tablets, GLR1059 injection,
GLR1062 injection, and GLR2038 tablets, have received clinical
trial approvals. These 4 innovative drugs involve cutting-edge
therapeutic modalities including PROTAC, ADC, and in vivo
gene therapy, marking the Company's expansion into oncology
and ophthalmology and broadening its R&D pipeline. These
advancements signify that China's biopharmaceutical industry is
reshaping the global competitive landscape with its independent
R&D capabilities.

Improvement of Medication for Chronic Diseases at the Primary
Level

In March 2026, the National Healthcare Security Administration
and two other departments jointly issued the "Guiding Opinions
on Medical Insurance Support for the Development of Primary
Medical and Health Services," clarifying that the proportion of
medical insurance funds used for primary medical and health
institutions will gradually increase with the improvement of
service quality and efficiency. In July, the National Health
Commission and other departments jointly issued the "National
Essential Drug List (2026 Edition)." The new list expanded from
685 to 794 drugs, with 116 new additions, including 5 new
drugs for diabetes mellitus, which provides patients with more
medication choices for treatment. Most of the newly added
drugs are available for use at the primary level. Medications for
chronic diseases such as hypertension and diabetes mellitus are
now universally available across all levels of hospitals, allowing
the public to get prescription refills directly at the primary level
after being diagnosed in large hospitals. According to estimates,
the usage of drugs on the new list accounts for 71% of the total
drug usage in public medical institutions nationwide, and the
usage of essential drugs in primary public medical institutions
accounts for 78%. During the same period, the National
Health Commission issued the "Notice on Strengthening the
Management of Continuous Medication for Residents," focusing
on monitoring medication use in disease areas such as diabetes
mellitus and hypertension. It encourages primary medical
and health institutions to provide convenient and localized
individualized medication services for patients with diseases
such as hypertension, diabetes mellitus, COPD, and common
digestive system diseases.

This series of policy combinations marks the gradual
improvement of the primary-level chronic disease service
system. Primary medical and health institutions will be better
able to meet the long-term medication needs of patients with
chronic diseases such as diabetes mellitus and hypertension.
The Company will closely monitor the development trends
of relevant policies for grassroots markets. It will continue to
strengthen its academic promotion efforts in rural areas, primary
healthcare institutions, and retail pharmacies. By enhancing
the professionalism of academic promotion and the precision
management capabilities of the market, the Company aims to
continuously improve the quality of services for grassroots
diabetes patients and increase market recognition of its
products.
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Artificial Intelligence Empowering Pharmaceutical R&D

The Third Plenary Session of the 20th Central Committee of the
Communist Party of China clearly identified artificial intelligence
as a strategic industry, promoting the digital and intelligent
transformation of various sectors. In March 2026, the NMPA
issued Implementation Guidelines on “Al + Drug Regulation” to
advance the national Al initiative. The guidelines seek to deeply
integrate Al into the full-lifecycle regulation of drugs, medical
devices, and cosmetics, build a nationally integrated smart
regulatory system, and establish a convergent innovation system
for Al-enabled drug regulation by 2030.

The Company is closely following the national digital and
intelligent development strategy, actively seizing the
opportunities for industrial transformation brought by the
new round of technological revolution, and has made a
forward-looking layout of an Al-driven innovative system for
new drug R&D. As of the disclosure date of this report, the
"Beijing Key Laboratory of Al-based Peptide Drug Design and
Delivery Systems" (the 'Al Peptide Delivery Laboratory')," jointly
established by the Company, as the lead institution, and XtalPi,
has been recognized as a "Beijing Key Laboratory" and was
officially inaugurated. The laboratory is led and constructed
with Gan & Lee Pharmaceuticals as the supporting institution,
focusing on the field of metabolic chronic diseases. The Company
independently plans the research directions, translational
pathways, and phased goals, fully leveraging its profound
experience across the entire drug R&D chain. It collaborates
with XtalPi to utilize synergistic advantages in Al-aided molecular
design (in silico experiments) and experimental validation (wet
lab experiments) to build a full-chain technology platform of
"molecular design—delivery development—clinical translation." It
is committed to promoting the deep integration and application
of Al technology in drug R&D and quality control.

Industry Governance and Corporate Compliance

In April 2026, the Supreme People's Court and the Supreme
People's Procuratorate jointly issued the "Interpretation () on
Several Issues Concerning the Application of Law in Handling
Criminal Cases of Corruption and Bribery." In May, the National
Healthcare Security Administration and other departments
jointly issued the "Administrative Measures for Medical
Representatives," raising the educational and professional entry
thresholds for medical representatives. In June, the National
Health Commission and 14 other ministries and commissions
jointly issued the "Notice on Key Points for Addressing
Malpractices in Pharmaceutical Procurement and Medical
Services in 2026," further clarifying the regulatory orientation of
sales led by academics and strengthening industry compliance.

2026 FFFEHRS
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The Company responded proactively, immediately organizing
special study and training sessions for all employees. It
conducted in-depth study of relevant policy documents with a
"stratified, categorized, and full-coverage" approach. Through
policy interpretation, risk warnings, and case studies, it guided
all employees to firmly establish a bottom-line mindset and
solidify the ideological foundation of compliant operations.
Moreover, the Company comprehensively carried out the review,
optimization, and improvement of its compliance management
system. It focused on key areas such as the management of
medical representatives, academic promotion, and expense
control. It strengthened the continuous improvement of systems,
refined control processes, clarified post responsibilities and
accountability mechanisms, strictly implemented the dual-
penalty system and full-chain risk prevention and control
requirements, and resolutely eliminated all types of violations
and disciplinary infractions.

Weight management action

In recent years, the state has elevated weight management
to a national strategic level to address the increasingly
severe problem of obesity. Data shows that in 2018, the adult
overweight rate in China reached 34.3% and the obesity rate
reached 16.4%. The combined overweight and obesity rate
for children and adolescents was 19%. Without effective
intervention, the adult overweight and obesity rate is projected
to exceed 70.5% by 2030 (Data source: NHC's “Guidelines for
Weight Management (2024 Edition)").

Since the joint launch of the "Weight Management Year"
campaign by multiple national departments in 2024, the
construction of healthy weight management clinics has been
continuously promoted nationwide. On this basis, the National
Health Commission has further explicitly required all regions to
strengthen the establishment of clinics and the development of
specialized capabilities. In February 2026, the National Health
Commission pointed out that more than 5,500 secondary and
above medical institutions across the country have established
healthy weight management clinics, and specified that by 2026,
all tertiary public general hospitals nationwide must provide
healthy weight management clinic services.

This series of policies has a profound impact on the metabolic
disease treatment sector of the pharmaceutical industry.
The weight management market is expected to achieve rapid
growth, bringing new development opportunities for related
pharmaceutical companies. In the field of obesity/overweight,
the Company is advancing at full speed the global clinical
development of its independently developed long-acting GLP-
1 RA, Bofanglutide injection. During the reporting period, both
the pivotal Phase Il weight reduction clinical study conducted
in China and the pivotal Phase Il clinical study conducted in the
United States met their primary endpoints.



(1)

NEBE0FEFEETREYH
FTRERYED, BESHARLYE,
Rt S 52710, AR E L HIE
6.15% o ZIETHA2IR AT E R,
BBBEETLERMEEH2ERE
MeES5EMES, 5T NG5
ZEMBER, W25FTEN=R
ARREEARL. KRRADEHESR
FEREREENRIED, 5I8R
IWMIBRERES, 86REALERN
HRAFHE -

TR REEE RIT I AL

MEKKSS, ORELRFRT S

EER, HEHIFARREREMRNE
REAMENZOBRER . HE
faxm T(XTemAUARET
BEMEEREREEATLERE
REBE YT AL E IE R
HEEWERBEXFTIHQENX
ReMMAEREaRBNETHRE) S
B, MRt A. Em&E#. E
RTREXT. MKERBENRTHRTE
SEALE, FT 8l 2 M & Bl i
W2 REBRRE, EREESRD
B 2% KL o

RV AR R e [ [E] 2R 6l #7 25 B T ER L
B O E, 0GR H#E 2 Q3 B £ Im R
#HizE. FNERSKEH, RAAH
= b & B9 PO R 8l T 25 GLR2037H <
GLR10597 3/ « GLR10627* §47& «
GLR2038F R B (L9 Im PR 1L L #t
EBAB), KB T RBTEPROTAC
ADC. ARG FRARATE LY
BIFTBET o

FEOREMED NG, ABBIEET
STZERWANA (1) B EMAL G, %
FaERtHE - SRR T AT
TERRESRL, FETORKT
BREANTmEN, N2ERERKBR
BERE TR AT EE,

(1)

Semi-Annual Report 2026

Since 2025, the Company has been continuously promoting
the "Healthy Gan & Lee" weight reduction series of activities.
It has conducted 4 phases, with a cumulative participation of
270 people, and an average weight loss percentage of 6.15%.
The activity, with a complete cycle of 21 days, specially invites
professional nutritionists to provide full-course guidance on
healthy diet and exercise. Combined with a check-in mechanism
and a multiple incentive system, it creates an immersive
health management experience for participants. In the future,
the Company will continue to carry out a series of health
management activities to guide employees in establishing health
concepts and creating a positive and upward organizational
atmosphere.

Industry Development Trends and Position

Responding to Policy Guidance, Continuously Expanding the
Innovation Pipeline

In recent years, promoting the development of innovative
drugs has become a core policy direction in the national
pharmaceutical field. China has successively issued policies
such as the "Opinions on Comprehensively Deepening the
Reform of Drug and Medical Device Regulation to Promote
High-Quality Development of the Pharmaceutical Industry," the
"Announcement on Optimizing Matters Concerning the Review
and Approval of Clinical Trials for Innovative Drugs," and "Several
Measures to Support the High-Quality Development of Innovative
Drugs." These policies continuously improve the support
mechanisms in areas such as clinical R&D, marketing approval,
medical insurance payment, and clinical use, clearing the entire
path for innovative drugs from R&D to commercialization and
forming a full-chain synergistic effect.

The Company actively responds to the reform of the national
innovative drug review and approval system, accelerating the
clinical progress of its innovation pipeline. From the beginning
of the year to the disclosure date of this report, the Company's
four self-developed innovative drugs, GLR2037 tablets, GLR1059
injection, GLR1062 injection, and GLR2038 tablets, have received
clinical trial approvals, reflecting the Company's innovative
capabilities on cutting-edge technology platforms such as
PROTAC, ADC, and gene therapy.

In the field of oral antidiabetic drugs, the Company's Sitagliptin
and Metformin Hydrochloride Tablets (Il) secured registration
approval. The product's approval enriches the Company's main
antidiabetic product line, broadens its oral diabetes treatment
offerings, and provides a new combination therapy option for
patients with type 2 diabetes mellitus.

2026 FFFEHRS
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Policy-Driven Penetration into Lower-Tier Markets, Centralized
Procurement Driving Continuous Sales Growth

With the in-depth promotion of the national “Project to Strengthen
the Foundation of Medical and Health Services” and the full
implementation of the “Three Entries” campaign for centralized
procurement drugs (i.e., entry into retail pharmacies, private
medical institutions, and primary medical institutions), resources
for chronic disease diagnosis, treatment, and medication are
continuously extending to the primary level. This trend requires
companies to have deeper channel penetration capabilities and
broader market service coverage, opening up new space for
product volume growth.

During this reporting period, the Company's domestic sales
of insulin drug products reached 49.68 million units, a year-
on-year increase of 6.05%. Owing to the significant increase
in the Company's agreed volume in the 2024 insulin follow-
up centralized procurement, coupled with the efficient
implementation of the centralized procurement, the sales volume
of drug products achieved steady growth.

In the field of oral antidiabetic drugs, the Company's product
Empagliflozin won the bid in the unified follow-up procurement
for products whose agreement periods for the 1st to 8th batches
of national centralized procurement had expired. It secured
a first-year procurement agreement volume of 25.87 million
tablets, with the procurement period extending to December 37,
2028. The nearly three-year procurement cycle provides a long-
term stable expectation for product sales volume.

Grasping Policy Direction, Steadily and Orderly Advancing Core
Clinical Pipelines under Development

As the state officially incorporated weight management into
the key tasks of the “Healthy China” strategy, the upgrading of
the prevention and treatment system for obesity and related
metabolic diseases has accelerated. In recent years, the
number of approvals for drugs with a weight-loss indication has
continued to grow, and medical institutions at all levels have
set up weight management clinics, leading to a rapid release
of clinical demand. Against this backdrop, obesity treatment is
gradually shifting from traditional lifestyle interventions to a
comprehensive intervention model centered on medication. The
innovative therapy of GLP-1 RA has been widely applied, driving
the expansion of endocrine and metabolic treatment from single
"glycemic control" to full-cycle comprehensive management of
"glycemic control—weight control—metabolic control."
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The Company has made a forward-looking layout in the
endocrine and metabolic field, and its core pipelines have
achieved multiple phased milestone progress during the
reporting period. The pivotal Phase Ill study of the Company's
independently developed twice monthly formulation,
Bofanglutide injection, conducted in subjects with obesity/
overweight in China, and the pivotal Phase Il study in the United
States both met their primary endpoints. The Phase Il clinical
study of Bofanglutide injection, exploring a once-monthly dosing
regimen for maintenance weight-loss treatment, is progressing
in an orderly manner. For subjects with obesity combined with
moderate to severe OSA, the first subject has been dosed in
both of the two initiated Phase Il clinical studies, which are
progressing in an orderly manner.

In the insulin field, the three pivotal Phase Il studies in China
for the Company's independently developed ultra-long-acting
weekly insulin formulation, GZR4 injection, have all met their
primary endpoints. In three major patient populations—insulin-
naive, insulin-treated, and those on intensified insulin therapy
(basal insulin combined with prandial insulin)—once-weekly
administration of GZR4 injection demonstrated significantly
and comprehensively superior glucose-lowering efficacy
compared to marketed daily-injected basal insulins; the first
subject has been dosed in the study for the innovative daily
insulin formulation, GZR33 injection, which is progressing in
an orderly manner; the Phase Il study of the pre-mixed dual
insulin combination formulation, GZR101 injection, completed in
China showed superiority over insulin degludec/insulin aspart
(Ryzodeg®) in reducing both HbAlc and postprandial glucose.

The interim results of the above core pipelines fully demonstrate
the Company's innovative capabilities in areas such as the long-
acting formulation technology platform, combination synergy
mechanisms, and the design of personalized treatment plans. By
systematically creating full-cycle solutions covering "glycemic control—
weight control—metabolic control," the Company is accelerating the
construction of its technological moat and competitive advantage
status in the endocrine and metabolic field.
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Riding the Wave of Industry Business Development to Accelerate
Integration into the Global Innovation System

The global field of metabolic disease treatment is undergoing a
profound transformation. Against the backdrop of the continuous
expansion of the weight loss and diabetes mellitus drug markets,
the rapid iteration of GLP-1 RA class drugs, and weekly formulations
gradually becoming the dominant trend in the industry, technology
competition and business cooperation among global pharmaceutical
companies centered on core assets in the metabolic field are
becoming increasingly active, with the scale and frequency of BD
transactions continuously rising. The role of Chinese innovative
pharmaceutical companies in global BD transactions is shifting
from being primarily importers to exporters. Pipeline assets with
differentiated clinical value and global potential have become
important targets for international cooperation.

Relying on its peptide technology platform, antibody technology
platform, PROTAC technology platform, and innovative formulation
technology platform, the Company's R&D pipeline is gradually forming
an innovative drug layout centered on metabolic diseases and orderly
expanding into therapeutic areas such as autoimmune diseases
and oncology. Out-licensing cooperation for innovative drugs is an
important path for the Company to connect with global innovation
resources, accelerate its international strategic layout, enhance brand
influence, and build a long-term value chain. During the reporting
period, the Company, focusing on its core innovative assets and
cutting-edge technology platforms, continued to advance multi-level,
multi-regional, and multi-modal business development and strategic
cooperation explorations, promoting a virtuous cycle between
external collaboration and internal innovation.

Bofanglutide injection is a twice monthly injectable GLP-1 RA
formulation independently developed by the Company, and it is
also an important innovative layout for the Company in the field
of overweight/obesity and related metabolic diseases. During the
reporting period, Bofanglutide injection advanced positively in China
and the U.S., with study data presented at international conferences
such as the ADA, further enhancing its global partnership potential
and industry visibility. For Bofanglutide, the Company adopts a
differentiated regional partnership strategy, fully considering the
differences in disease burden, patient affordability, drug accessibility,
registration pathways, and commercialization capabilities across
different countries and regions. It selects partners with the best
local development, registration, and commercialization capabilities
to unlock the product's global value. As of the disclosure date of
this report, building on the previously established and ongoing
collaborations with partners in Latin America and India, the company
has further reached exclusive license agreements with leading
regional pharmaceutical companies for the development and
commercialization of Bofanglutide injection in South Korea and
Europe, continuously expanding the global layout of Bofanglutide
injection.
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The fourth-generation weekly insulin formulation, GZR4 injection,
is major next-generation product in the Company's core insulin
franchise. It represents high-barrier innovation in the transition
from daily to weekly basal insulin therapy. As one of the few
weekly basal insulin formulations in the world to have advanced
to the late clinical stage, GZR4 injection reflects the Company's
long-term accumulation in insulin molecular design, clinical
development, and industrialization capabilities. During the
reporting period, GZR4's clinical development and international
scientific engagement continued to advance, further solidifying
its global development foundation and partnership potential. For
this product, the Company will continue independent investment
in global development while pursuing strategic collaborations with
multinational and leading regional pharmaceutical companies,
calibrated to local market access, reimbursement systems,
commercial infrastructure, and long-term strategic alignment. The
Company strives to restore insulin therapy to a central role in
future metabolic disease management through weekly formulation

innovation.

In terms of the early-stage research and innovation pipeline, the
Company relies on its peptide technology platform, innovative
formulation technology platform, and PROTAC technology
platform to conduct platform-based innovation exploration
focused on metabolic diseases, immune-related diseases, and
oncology. The early-stage metabolic research pipeline focuses
on multi-target, multi-mechanism of action, and innovative
delivery systems, creating synergistic effects with the Company's
mid-to-late stage assets in the fields of GLP-1 RA, insulin, and
combination formulations. The PROTAC technology platform,
on the other hand, explores oral small molecule degraders for
difficult-to-drug targets in indication areas such as immunology.
During the reporting period, the progress of the Company's
early-stage research projects and its platform technology
capabilities have gradually gained the attention and recognition
of multinational pharmaceutical companies, innovative investment
institutions, and leading regional pharmaceutical companies.
Multiple rounds of communication and cooperation exploration
have been conducted around relevant pipelines and platform
capabilities, promoting the orderly expansion of external
commercialization opportunities for the early-stage research
platform's achievements.

Overall, the Company is pursuing an innovative drug BD
strategy that simultaneously advances "global cooperation for
mid-to-late stage core assets" and "exploration of external
commercialization for the early-stage research platform". On the
one hand, through core metabolic assets such as Bofanglutide
injection and GZR4 injection, the Company is advancing regional
licensing, joint development, commercialization partnerships,
and global value release; on the other hand, through platform
capabilities such as PROTAC, peptide innovation, and innovative
formulations, it is continuously exploring diversified cooperation
opportunities such as early-stage research project collaboration,
platform cooperation, and strategic investment. This strategy
helps the Company to more efficiently link with global innovation
resources and accelerate its integration into the global
innovative drug ecosystem, while maintaining its advantages in
independent R&D and industrialization, and building a new value
engine for the Company's long-term sustainable growth.
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Industry Overview

In 2025, the Chinese Center for Disease Control and Prevention
published a study titled “Prevalence and Non-fatal Burden of
Diabetes Mellitus in China at National and Provincial Levels
from 2005 to 2023, with Projections to 2050.” The study
showed that in 2023, 233 million people in China had diabetes
mellitus, accounting for 15.88% of the total population. The
age-standardized prevalence rate (ASR) has been on a yearly
upward trend, and is projected to reach 16.15% by 2030, 21.52%
by 2040, and further increase to 29.10% by 2050. The health
burden of diabetes mellitus extends far beyond elevated blood
glucose. The International Diabetes Federation (IDF) “2025 Global
Diabetes Atlas" points out that compared to people without
diabetes mellitus, patients with type 2 diabetes mellitus have a
significantly higher risk of developing cardiovascular disorders.
Among them, the risk of cardiac failure is 84% higher, the risk of
heart attack is 72% higher, the risk of stroke is 52% higher, and
the risk of dementia is 56% higher. Furthermore, nearly 25% of
adult patients with diabetes mellitus have retinopathy.

Figure 1. Trend of Diabetes Mellitus Prevalence in the Chinese
Population, 2010-2050

29.10%

20304 20404 20504
(Year 2030) (Year 2040) (Year 2050)

Overweight and obesity are important risk factors for pre-
diabetes and type 2 diabetes mellitus (T2DM). The “Guidelines for
the Diagnosis and Treatment of Obesity (2024 Edition)" indicate
that the higher the degree of obesity, the greater the risk of
developing pre-diabetes and T2DM. In the population with obesity,
the prevalence of pre-diabetes and T2DM is 43.1% and 23.0%,
respectively. Compared with T2DM patients with normal weight,
cardiovascular risk factors in overweight and obese T2DM patients
are less likely to be well controlled, and they have a higher risk of
developing metabolic-associated fatty liver disease, cardiovascular
disorders, chronic nephropathy, etc.
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The “Report on Nutrition and Chronic Diseases of Chinese
Residents (2020)" shows that the overweight rate among people
aged 18 and above is 34.3%, and the obesity rate is 16.4%. For
children and adolescents aged 6-17, the overweight rate is 11.1%
and the obesity rate is 7.9%, and these trends are increasing year
by year. Some studies predict that if this trend is not effectively
curbed, the overweight and obesity rates among adults and
children in China will reach 70.5% and 31.8%, respectively, by
2030. The “World Obesity Atlas 2025" predicts that the number
of adults in China with a high BMI (BMI > 25kg/m?2) will climb from
273 million in 2010 to 515 million in 2030.

Obesity is one of the important risk factors for obstructive
sleep apnoea (OSA) and also one of the key factors determining
the severity of OSA. The “Guidelines for the Diagnosis and
Treatment of Obstructive Sleep Apnoea in Adults (2025)" point
out that untreated OSA is associated with multiple diseases and
adverse health outcomes, including cardiovascular disorders,
cerebrovascular disease and neurological disorders such
as cognitive impairment, metabolic diseases, and malignant
neoplasm. It also increases the incidence of traffic and
occupational accidents, reduces patients' quality of life, and
increases all-cause mortality. In addition, OSA also imposes a
heavy economic burden on society and increases patients' medical
expenses.

Facing a continuously growing patient population and a complex
and severe disease burden, the Company has long been deeply
cultivating the field of metabolic diseases such as diabetes
mellitus and obesity. Currently, the Company's marketed
products and pipeline under development can systematically
meet the multi-dimensional needs of patients in glycemic control,
weight management, and complication prevention. Based
on the technological platform advantages and deep clinical
understanding formed in the field of metabolic diseases, the
Company will continue to promote source innovation, expand
market boundaries, and commit to providing better treatment
options for patients.

Main performance drivers

The Company always adheres to the development strategy of
“R&D innovation as the core, cost leadership as the cornerstone,
global layout as the vision, and talent development as the guide,”
deeply cultivating the field of diabetes mellitus management.
During the reporting period, the Company's sales of insulin
and related products grew substantially both domestically
and internationally, and the global R&D layout of new drugs
progressed in an orderly manner. The market coverage and
clinical accessibility of core products continued to improve, laying
a solid foundation for performance growth.

2026 FFFEHRS
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In the domestic market, the Company leveraged its product
competitiveness, centralized procurement access advantages, and
mature operating system to continuously expand its coverage
of medical institutions and deepen its penetration into primary
markets, driving steady sales growth. In the international market,
expansion in countries along the “Belt and Road” and emerging
markets yielded significant results, and the European market
saw a milestone breakthrough—the three insulin injections,
glargine, lispro, and aspart, received marketing approval from the
European Commission, laying the foundation for fully opening up
the European market. In the future, the Company will accelerate
the global registration and commercialization process of its core
products, and continuously drive long-term performance growth
through innovative R&D and efficient operations.

Discussion and analysis of business conditions

Business Overview

In the first half of 2026, the Company closely followed
the national innovation and development strategy for the
pharmaceutical industry, deeply aligned policy opportunities with
its medium- and long-term corporate planning, and efficiently
transformed policy dividends into development results. Facing
the dual challenges of deepening industry-wide centralized
procurement and intensifying competition, the Company adhered
to its development strategy of R&D innovation and global layout,
continued to consolidate its leading position in the domestic
insulin field, accelerated its globalization layout, and promoted
synergistic progress in domestic and overseas business,
maintaining a steady growth trend in operating performance.
During the reporting period, the Company achieved an operating
revenue of RMB 2.223 billion, a year-on-year increase of 7.56
%; sales of insulin drug products reached 57.67 million vials,
a year-on-year increase of 18.47%; the net profit attributable
to shareholders of the listed company was RMB 0.610 billion,
a year-on-year increase of 1.01 %; the net profit attributable
to shareholders of the listed company after deducting non-
recurring gains and losses was RMB 0.580 billion, a year-on-
year increase of 18.91%; the Company achieved EBITDA of RMB
0.832 billion, a year-on-year increase of 5.88 %. In the domestic
market, the Company fully leveraged its bid-winning advantages
in the follow-up centralized procurement of insulin, adhered to its
high-quality and reliable product quality to fulfill its responsibilities
as a selected enterprise, and actively expanded its coverage and
services to medical institutions at all levels.
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During the reporting period, the sales volume of the Company's
domestic insulin drug products grew steadily, the number of
covered medical institutions continued to increase, and the
penetration rate in the primary market was further enhanced.
Benefiting from the in-depth implementation of the centralized
procurement policy, the terminal coverage network for the
Company's core products has continuously expanded, clinical
usage has grown steadily, and its market position has been further

consolidated.

In the international market, the Company's internationalization
achievements continued to materialize. During the reporting
period, the Company's international business performance was
particularly outstanding, with both overseas sales revenue and
volume achieving substantial growth. International revenue
reached RMB 0.426 billion, a year-on-year increase of 92.33 %,
mainly due to the orderly supply of products for the PDP project
jointly promoted with a Brazilian partner. This project contributed
RMB 0.142 billion in revenue during this reporting period. As of
the end of the reporting period, the Company's products have
obtained market access and sales coverage in 21 countries and
regions globally. In the European market, the Company also
achieved a milestone breakthrough, as its self-developed core
insulin injections—glargine, lispro, and aspart—successively
received marketing approval from the European Commission,
with product quality and production systems meeting the highest
international standards. The internationalization business is
gradually becoming an important growth engine for the Company,

opening up broad space for long-term sustainable development.

In terms of R&D innovation, the Company adheres to the
philosophy of innovation-driven development, continuously
increases R&D investment, optimizes the allocation of R&D
resources, and fully promotes the clinical development process
of its core pipelines under development. During the reporting
period, the Company's self-developed ultra-long-acting weekly
insulin formulation, GZR4 injection, successfully completed its
pivotal Phase Il clinical studies in China, with efficacy significantly
superior to traditional daily formulations; Bofanglutide injection,
with its differentiated advantage of a twice monthly formulation
in the global GLP-1 RA landscape, has had its weight reduction
and glucose-lowering clinical results continuously published in top
international journals, and Phase Il clinical studies for multiple
indications are being fully advanced. In the first half of 2026, the
Company's R&D investment reached RMB 0.610 billion, accounting
for 27.43% of its operating revenue. The Company has built a
robust R&D pipeline that continues to support its future growth.

In the future, the Company will always adhere to the corporate
tenet of “Quality First, Eternal Innovation,” deeply cultivate the
domestic market, accelerate its global business layout, and rely
on technological innovation to provide higher-quality diagnosis
and treatment solutions for diabetes mellitus patients worldwide,
promoting the Company's high-quality development.

2026 FFFEHRS
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During the reporting period, the Company primarily
completed and focused on the following tasks:

Focusing on Core Pipelines, Steadily Advancing the Achievement
of Milestones

Adhering to the core strategy of “Clinical Value-Oriented,
Innovation-Driven Development,” the Company actively
responds to the national call to promote the deep integration of
technological and industrial innovation. It takes R&D innovation
as its foundation, and while consolidating its advantages in the
field of diabetes mellitus management, it actively expands into
new therapeutic areas such as obesity and autoimmune diseases,
continuously enriching its R&D product pipeline. As of the end of
the reporting period, the Company's main R&D projects that have
entered the clinical stage include Bofanglutide injection, GZR4
injection, GZR33 injection, GZR101 injection, GZR102 injection,
and GLR2037 tablets.

Fourth-Generation Insulin Treatment Solutions

(D Weekly Basal Insulin Formulation GZR4 Injection

GZR4 injection (China: Phase Il clinical stage, Europe/US: Phase
| clinical stage) is a Class 1 innovative therapeutic biological
product self-developed by the Company. It is a fourth-generation
basal insulin and the first domestically developed weekly insulin
formulation to enter Phase Ill clinical trials. Compared to daily
basal insulin formulations, weekly insulin formulations have
a longer half-life and can significantly reduce the number of
injections: a once-weekly subcutaneous injection regimen is
expected to reduce the annual number of injections by over
300, a frequency reduction of more than 80%. Weekly insulin
formulations are expected to significantly improve patient
adherence and quality of life, and provide more durable,
effective, and stable, peak-less glycemic control.

GZR4 injection features a fundamentally innovative molecular
mechanism that distinguishes it from other once-weekly insulin
candidates, providing a differentiated competitive advantage and
best-in-class clinical potential. Its core advantages are as follows:

1) Innovative molecular design. GZR4 injection is a fourth-
generation basal insulin with a novel structure. Its core
mechanism of action differs from similar products, as it can
efficiently bind to and activate the insulin receptor even when
bound to albumin, representing a fundamental innovation in
molecular design;
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Figure 2: Schematic Diagram of GZR4 Molecular Structure
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2)Greatly optimized dosing frequency. Administered via
subcutaneous injection once a week, it reduces the annual
number of injections by over 80% compared to daily basal insulin
formulations. This effectively helps address patient therapeutic
inertia, alleviates fear of injection, and improves long-term
treatmen adherence;

3) Stronger drug activity and potency. Compared to marketed
insulin products, its activity is significantly enhanced. GZR4
injection can achieve equivalent glucose-lowering effects at a
lower molar dose, thereby reducing the patient's medication
burden;

4) Faster achievement of a stable and safe state. The
incidence of clinically significant hypoglycemia events is low,
providing a favorable therapeutic safety window; it approaches
the steady-state plasma concentration range after only 1 to 2
injections, helping patients quickly achieve blood glucose control
targets, and also ensuring effective early blood glucose control
during the transition from once-daily to once-weekly basal
insulin; the confirmatory Phase Il clinical studies (SUPER-1-3)
confirmed that this product, within a safe and controllable
range, has superior efficacy to daily formulations in the entire
population of type 2 diabetes mellitus patients, and the rate of
achieving targets safely (no clinically significant level 2 or level 3
hypoglycemia) is higher than that of the daily formulation group.

5) Convenient and controllable administration. When
switching treatments, patients do not need an additional “loading
dose” injection, which significantly simplifies clinical medication
management, improves convenience for both healthcare
professionals and patients, and moreover reducing the safety
risks associated with medication errors;

6) Stable blood glucose control with low variability. The
pharmacodynamic effect of GZR4 is distributed relatively
evenly across the dosing interval, with limited variation in drug
exposure, supporting stable glycemic control with a relatively flat
profile and significantly reducing within-day and between-day
glycemic variability.
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During the reporting period, the clinical progress of GZR4 injection
was rapid. As of the end of the reporting period, the three Phase IlI
clinical studies of GZR4 injection conducted in China for the treatment
of type 2 diabetes mellitus had met their primary endpoints, with
glucose-lowering efficacy significantly superior to once-daily basal
insulin. After 26 weeks of treatment in SUPER-1 (insulin-naive patients)
and SUPER-2 (patients previously treated with basal insulin), once-
weekly GZR4 demonstrated statistically significant superiority in
HbATc reduction compared with once-daily insulin glargine U100
and insulin degludec, respectively. The SUPER-3 study, conducted in
patients receiving basal-bolus insulin therapy was also completed. The
results showed that after 26 weeks of treatment in combination with
insulin aspart, once-weekly GZR4 injection demonstrated statistically
significant superiority in HbATc reduction compared with once-daily
insulin glargine U100. In addition, GZR4 injection has initiated another
Phase Illb clinical study, SUPER-8 (patients previously treated with
insulin), in China. This study is the world's first head-to-head Phase I
clinical study against Novo Nordisk's marketed weekly insulin icodec
(Awigli®), and is currently ongoing.

In January 2026, the results of a Phase | clinical study conducted in
healthy Chinese subjects, which assessed the impact of different
injection sites on the pharmacokinetic characteristics of GZR4
injection, were published in the internationally renowned academic
journal "Diabetes, Obesity and Metabolism”. In March 2026, the results
of a Phase Il clinical study conducted in Chinese subjects with type
2 diabetes mellitus, which evaluated the efficacy and safety of once-
weekly GZR4 injection versus once-daily insulin degludec (Tresiba®),
were also published in the top-tier international academic journal
“Metabolism-Clinical and Experimental’. In June 2026, the results of
a study on the pharmacokinetics (PK) and safety of GZR4 injection in
subjects with mild to moderate renal impairment were presented for
the first time in an oral poster presentation at the 86th ADA Scientific
Sessions. The study results showed that no dose adjustment is
required when using GZR4 in patients with mild to moderate renal
impairment. GZR4 was generally safe and well-tolerated.
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@ GZR33 Injection

GZR33 injection (China: Phase Il clinical stage) is a Class 1
innovative once-daily long-acting basal insulin, independently
developed by the Company with global independent intellectual
property rights, for glycemic control in patients with diabetes
mellitus. GZR33 injection significantly extends the duration
of drug action by attaching a hydrophilic oligoethylene glycol
(OEG) and a 22C fatty diacid side chain to a specific human
insulin structure, thereby enhancing its affinity for human
serum albumin. Clinical study results show that compared to
once-daily insulin degludec, GZR33 injection has a more stable
pharmacokinetic profile and a longer duration of action. It is
expected to bring more stable and lasting blood glucose control
to patients with diabetes mellitus and is a potential Best-in-class
long-acting daily basal insulin formulation.

®Dual Insulin Analog GZR101 Injection

GZR101 injection (China: Phase Il clinical stage) is another fourth-
generation insulin self-developed by the Company, comprising
the long-acting basal insulin GZR33 injection and the rapid-acting
insulin aspart. Compared to the marketed similar product insulin
degludec, GZR33 injection has a longer time to peak plasma
concentration, a lower peak-to-valley ratio, and a more stable
plasma concentration. Its duration of action is longer, enabling
better long-acting, stable blood glucose control, with prominent
clinical application advantages. With once-daily administration,
GZR101 injection can simulate the biphasic pattern of
physiological insulin secretion, controlling both fasting and
postprandial blood glucose for stable glucose lowering. GZR101
injection is expected to simplify treatment while improving the
rate of achieving blood glucose control targets, enhance patient
adherence, reduce treatment burden, and optimize long-term
diabetes mellitus management, which is conducive to reducing or
delaying the onset of complications.

As the long-acting basal component of GZR101 injection, the
clinical development of GZR33 injection has also made key
progress. In April 2026, the first trial participant was dosed in
the Phase Il clinical study of GZR33 injection in China in patients
with T2D inadequately controlled with oral antidiabetic drugs.
This progress not only validates the clinical value of this long-
acting component but also provides more sufficient technical
support for the subsequent development of GZR101 injection.

Premixed insulin remains an important part of the Chinese
insulin market. As an extension and upgrade of the Company's
premixed insulin portfolio, GZR101 injection is expected to
target the premium segment of the insulin market as a fourth-
generation insulin. By leveraging the channel advantages of the
Company's existing pre-mixed insulin products (such as, Lispro
Insulin 25 injection, Insulin Aspart 30 injection), it can rapidly
penetrate lower-tier markets and enrich patients' medication
choices.
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@Fixed-ratio Weekly Combination of Basal Insulin/GLP-1 RA:
GZR102 Injection

GZR102 injection (China: Phase Il clinical stage) is a Class 1
innovative drug, a fixed-ratio weekly combination of basal insulin
and GLP-1 RA, self-developed by the Company. It is the first
domestically developed drug of its kind to enter the clinical stage.
The pathogenesis of type 2 diabetes mellitus is complex. The
combination of GLP-1 RA and insulin can achieve complementary
mechanisms, effectively addressing multiple pathological
mechanisms of type 2 diabetes mellitus. At lower insulin doses,
the glucose-lowering effect of this combination is expected to be
superior to insulin or GLP-1 RA monotherapy, and it may reduce
the risk of weight gain and hypoglycemia compared to insulin
monotherapy. The basal insulin component of GZR4 injection
has demonstrated safety and efficacy in phase 3 clinical studies,
while two phase 3 studies in T2D of the GLP-1 RA component,
bofanglutide injection, are currently ongoing. GZR102 injection
achieves synergistic effects of its two drug components through
an innovative formulation, providing a combination therapy with
complementary mechanisms for patients with type 2 diabetes
mellitus.

Although long-acting weekly combination formulations have
advantages over daily formulations, such as lower dosing
frequency and greater convenience, which are expected to
improve patient treatmen adherence. However, clinical data
show that the marketed weekly combination formulations
have inadequate fasting plasma glucose control at the start of
treatment. In contrast, the components in the GZR102 injection
formulation are independent of each other, and the dose reaches
a stable state quickly. These characteristics support the potential
of GZR102 to achieve a best-in-class profile among once-weekly
fixed-ratio combination therapies.

As of the end of the reporting period, the Phase Il clinical study
in China is ongoing. Globally, only two once-daily fixed-ratio
combination products have been approved, and one once-weekly
fixed-ratio combination is marketed in Europe and China.
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In June 2026, the pre-clinical study results of GZR102 injection
were also selected for the 2026 Scientific Sessions of the
American Diabetes Association® (ADA) and presented as a
poster presentation. The results demonstrated that GZR4 and
bofanglutide exhibited pharmacokinetic independence within
GZR102 and that GZR102 showed favorable glucose-lowering
effects and potential for body weight reduction across different
animal models, supporting its further development as a once-
weekly fixed-ratio combination therapy. As the only domestically
developed fixed-ratio weekly combination of basal insulin/
GLP-1 RA under development, GZR102 has the potential to
provide a new treatment option for combination therapy in
diabetes mellitus, improve patient treatment adherence and
enhance overall treatment outcomes. It elevates “diabetes
mellitus management” from meeting fundamental treatment
needs toward improving patients' quality of life, benefiting
more patients with type 2 diabetes mellitus. Furthermore, in
the arena of global diabetes mellitus drug R&D, it demonstrates
to the world the hard-core strength of Chinese innovative
pharmaceutical companies and their solemn commitment to
being “patient-first”.

Bofanglutide Injection, an Innovative Long-Acting Twice Monthly
GLP-1 RA Formulation

Bofanglutide injection is a Class 1 innovative drug, a long-
acting GLP-1 RA self-developed by the Company. It has up to
94% homology with human endogenous GLP-1 and is indicated
for the treatment of type 2 diabetes mellitus and for weight
management in individuals with obesity/overweight. This
product uses a twice monthly dosing regimen. Compared to
weekly formulations such as semaglutide (Ozempic®/Wegovy®)
and tirzepatide (Mounjaro®), it reduces the annual number of
injections by 50%. It is expected to significantly improve patient
treatmen adherence and treatment accessibility, and to become
the world's first marketed twice monthly GLP-1T RA formulation.

This product has formed significant differentiated competitive
advantages over other GLP-1 RA products through innovations in
molecular structure, optimization of the production process, and
systematic layout of clinical development:

1) Natural molecular structure. The peptide backbone of
Bofanglutide does not contain unnatural amino acids. The amino
acid at position 8 of human endogenous GLP-1 is replaced with
natural glycine (Gly), resulting in lower immunogenicity compared
to similar products and further enhancing the safety of long-term
treatment;
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2) Green and efficient production process. The peptide
backbone is produced using a full fermentation process,
which greatly simplifies the production flow and offers both
environmental friendliness and industrial scalability. It ensures
stable and controllable product quality while optimizing
production costs;

3) Clear long-acting characteristics. Pharmacokinetic profile
are optimized by coupling a 22C fatty diacid side chain, resulting
in a delayed time to peak concentration, a lower peak plasma
concentration, and a prolonged duration of action, further
strengthening the clinical advantages of twice monthly dosing;

4) Good treatment tolerability. By precisely regulating the
GLP-1 receptor affinity and agonist activity, it achieves a gradual
onset and long-lasting pharmacodynamic profile, effectively
reducing the risk of gastrointestinal adverse reactions and
improving treatment tolerability and long-term treatment
adherence;

5) Diverse administration route layout. Injectable and oral
dosage forms are being developed simultaneously to cover the
diverse clinical needs of patients at different treatment stages
and with different medication preferences, thereby broadening
the product's applicable scenarios;

6) Flexible and adaptable dosing regimen. Multiple
specification dose titration schemes are established, allowing for
individualized dosing based on patient treatment response and
tolerability. This enables precise matching of the treatment needs
of different populations to maximize clinical benefits.
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In the field of type 2 diabetes mellitus management,
two Phase Il clinical studies in China for type 2 diabetes
mellitus—OPTIMUM-1 (in patients with type 2 diabetes
mellitus inadequately controlled by diet and exercise alone)
and OPTIMUM-2 (in patients with type 2 diabetes mellitus
inadequately controlled by oral antidiabetic drugs)—are both
ongoing.

In June 2026, the Company presented positive clinical
results from multiple clinical pharmacology studies in poster
presentation at the 86th Scientific Sessions of ADA. A Phase
| clinical study conducted in subjects with renal impairment
and normal renal function showed that renal impairment has
no clinically significant effect on the pharmacokinetics (PK)
and safety of Bofanglutide. The study results suggest that no
dose adjustment is required when bofanglutide injection is
administered to patients with renal impairment. Another Phase
| clinical study evaluating the effect of multiple subcutaneous
injections of Bofanglutide injection on the PK of multiple
oral doses of metformin hydrochloride tablets showed that
Bofanglutide has no clinically significant effect on the PK
characteristics of metformin. This suggests that the combination
of Bofanglutide and metformin has favorable safety profile,
supporting the clinical use of Bofanglutide in combination
with metformin. Moreover, the Company is accelerating the
advancement of multiple large-scale Phase Ill studies of
Bofanglutide injection in China for obesity/overweight, type 2
diabetes mellitus, and OSA, aiming to further improve patient
treatment adherence while ensuring efficacy and safety. In June
2026, the results of the Phase Ib/lla and the Phase Ilb studies of
Bofanglutide in T2D were successively published in the leading
international journals "Cell Reports Medicine" and "Annals of
Internal Medicine". Against the backdrop of intense competition
in the global GLP-1 track, Bofanglutide has demonstrated
significant advantages in dosing convenience and patient
compliance with its differentiated twice monthly dosing regimen,
and shows promising future potential.

In the field of obesity/overweight weight management, in May
2026, a pivotal Phase Il clinical study (GRADUAL-1) conducted
in China to evaluate the efficacy and safety of Bofanglutide
injection in adult subjects with obesity/overweight achieved
positive topline results. Based on the efficacy estimand, the
study results showed that after 52 weeks of treatment, the mean
weight of subjects in the Bofanglutide 24 mg and 48 mg groups
decreased from baseline by 15.12 % and 18.54%, respectively,
while the placebo group decreased by 1.11 %; the proportions of
subjects in the Bofanglutide 24 mg and 48 mg groups achieving a
weight loss of >5% were 91.8% and 98.1%, respectively.
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In addition, Bofanglutide treatment comprehensively improved
cardiovascular metabolic indicators such as waist circumference,
blood pressure, triglycerides, and blood uric acid. Moreover,
a Phase Il clinical study evaluating the efficacy and safety of
Bofanglutide injection in overweight/obese subjects in the United
States also met its primary endpoint. The study results showed
that after 36 weeks of treatment,among participants with obesity
or overweight without type 2 diabetes mellitus, the mean body
weight decreased by 15.18% in the 48 mg Bofanglutide injection
group, and no weight loss plateau was observed; the mean
weight loss in the 15 mg tirzepatide injection treatment group
was 16.93%. Bofanglutide also showed significant improvements
in cardiovascular and metabolic indicators, including blood
pressure, waist circumference, and uric acid levels. The most
common adverse events were gastrointestinal, including nausea,
vomiting, and diarrhea. These events were mostly mild and
transient, and no new safety signals were indentified. In addition,
a Phase Il clinical study in China (GRADUAL-3) exploring the
potential of once-monthly dosing of Bofanglutide injection for
weight control and maintenance is ongoing.

In February 2026, the results of the Phase IIb weight reduction
study of Bofanglutide injection were published in the top Nature
journal “Signal Transduction and Targeted Therapy”. The latest
impact factor for this journal, released in June 2026, is 81.2, and
it enjoys a significant academic reputation in the biomedical field.
This research achievement reflects the high recognition of the
drug's clinical value by the academic community and also marks
another major breakthrough for China in the field of new drug
R&D for chronic metabolic diseases. Bofanglutide is expected to
become the world's first twice monthly GLP-1 RA.

In the field of managing obesity/overweight combined with
obstructive sleep apnoea (OSA), in April 2026, the first subject
was dosed in two Phase Il clinical studies of Bofanglutide
injection indicated for obesity combined with moderate to severe
OSA (in populations with and without concomitant Positive
Airway Pressure (PAP) therapy).
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Deepening the Domestic Market, Dual-Wheel Drive of Centralized
Procurement and Academics for Growth

Policy-Driven Penetration into Lower-Tier Markets, Centralized
Procurement Driving Continuous Product Volume Growth

With the in-depth promotion of the national “Project to
Strengthen the Foundation of Medical and Health Services”
and the continued implementation of the “Three Entries”
campaign for centralized procurement drugs (i.e., entry into retail
pharmacies, private medical institutions, and primary medical
institutions), resources for chronic disease diagnosis, treatment,
and medication are continuously extending to the primary
level. This trend places higher demands on companies' channel
penetration capabilities and market service coverage, and also
opens up new space for product volume growth.

During the reporting period, the Company's domestic sales of
insulin drug products reached 49.68 million units, a year-on-
year increase of 6.05 %, maintaining a steady growth trend. In
the follow-up centralized procurement for insulin, the Company's
third-generation insulin products accounted for 30% of the
agreed volume, providing a solid foundation for the Company
to expand its market. After entering the implementation
phase of centralized procurement, the Company seized policy
opportunities, fully leveraged its advantages in product portfolio
and channel coverage, significantly increased its penetration in
the primary market, and drove the continuous increase of its
market share in domestic third-generation insulin sales, which
continued to rise compared to 2025, maintaining its position
as the second largest in the industry. The Company is gradually
narrowing the gap with the industry leader, and its industry
status is continuously being consolidated.

In addition, the company's product Empagliflozin tablets won
the bid in the unified follow-up procurement for varieties
whose agreement periods for national centralized procurement
batches 1-8 had expired. It secured a first-year procurement
agreement volume of 25.87 million tablets, with the procurement
period extending to December 31, 2028. The nearly three-year
procurement cycle provides a long-term stable expectation for
product sales.

Strengthening Academic Promotion and Brand Building to
Support In-depth Advancement in the Domestic Market

On the basis of centralized procurement policies driving product
volume and market penetration, the Company is simultaneously
focusing on academic promotion and brand building to further
support the in-depth advancement of its domestic market layout and
the implementation of its sales strategy. In the first half of 2026, the
Company closely followed the academic frontiers and clinical needs in
the domestic diabetes mellitus management field, and systematically
promoted its marketing and brand building work. During the reporting
period, the Company actively participated in three major domestic
academic conferences: the Xiangya International Diabetes Immunology
Forum (the 21st Xiangya Forum), the 22nd Peking University Diabetes
Forum, and the 2026 East China Endocrinology and Metabolism
Forum.
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At these forums, the Company held academic symposiums
to systematically present the R&D progress and clinical value
of its innovative twice monthly GLP-1 RA drug, Bofanglutide,
which is currently under development, effectively enhancing the
Company's brand voice. Moreover, it set up a corporate booth
to comprehensively display the Company's image and core
products, and engaged in in-depth academic exchanges and
interactions with attending experts, scholars, and clinicians. This
series of academic promotion activities further consolidated
the Company's professional brand image in the domestic insulin
therapy field, laid a solid academic foundation for the market
introduction of its products under development, and strongly
supported the in-depth advancement of the Company's domestic
market layout and the effective implementation of its sales
strategy. Leveraging the policy opportunities of two rounds of
centralized procurement, the Company has steadily achieved its
strategic goals for domestic market expansion, and the market
competitiveness of its core products continues to strengthen.

Deepening Global Presence, Scaling Commercial Operations
Worldwide

With the vision of "Expanding our impact worldwide in becoming
a leading global pharmaceutical company," the Company is
accelerating its international market expansion and diversified
commercial cooperation. Relying on the global partnerships and
business activities carried out over the past decade in more than 20
countries and regions along the “Belt and Road,” including Pakistan,
Kazakhstan, Argentina, and Malaysia, the Company has accumulated
rich experience in the localization of insulin fill-finish. As of the end of
the reporting period, the Company's insulin products have obtained
market access and sales coverage in 21 countries and regions at home
and abroad, and the Company's international revenue increased by
92.33% year-on-year during the reporting period.

Breakthrough in European Market Access

During this reporting period, the Company's internationalization
business made milestone progress in European market access and
global footprint expansion. The Company's self-developed insulin
glargine injection (EU trade name: Ondibta®, China trade name:
Basalin®), insulin aspart injection (EU trade name: Dazparda®, China
trade name: Rapilin®), and insulin lispro injection (EU trade name:
Bysumlog®, China trade name: Prandilin®) successively received
approval from the European Commission. These achievements signify
that the Company's R&D system, production quality management,
and registration submission capabilities have met strict international
regulatory standards, laying a solid foundation for the subsequent
deepening of the European market layout for its innovative drugs.
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Accelerated Expansion in Emerging Markets

In emerging markets, the Company continues to broaden its
overseas market layout, optimize its international business
models, deepen diversified cooperation models such as
technology transfer and localized joint construction, and enrich
its overseas commercialization pathways. The PDP project
contract jointly promoted by the Company and its Brazilian
partner was executed smoothly. This project was signed in 2025,
has a performance period of 10 years, and a cumulative order
amount of no less than RMB 3 billion. The steady progress of the
project has laid a solid foundation for further in-depth expansion
into the Latin American market. In January 2026, the Company's
self-developed insulin glargine product was approved in Ethiopia,
with the Company as the Marketing Authorization Holder (MAH).
This is the first time the Company's product has entered the sub-
Saharan African market, laying a foundation for the Company
to further expand the diabetes mellitus management market in
the region. In the same month, the Company's insulin glargine
injection pre-filled pen was approved in Algeria, which is the
Company's first local fill-finish partnership in Africa. As of the
reporting disclosure date, the Company's self-developed insulin
glargine injection and pre-filled pen were officially granted drug
registration certificates by the Honduran Health Regulatory
Agency. This approval marks the successful landing of the
Company's first self-held MAH project in the Central American
region, achieving a "zero breakthrough" for the Company
in Central America and laying a solid foundation for further
expanding the Latin American market and deepening regional
health cooperation. In July 2026, the insulin aspart 30 injection
developed and produced by the Company was officially granted
import marketing authorization by the Central Drugs Standard
Control Organisation of India, becoming the first approved
biosimilar of insulin aspart 30 injection in India.

Continuous Advancement of International Cooperation for
Innovative Drugs

Regarding international cooperation and business development
for innovative drugs, the Company, relying on its existing overseas
commercialization system and registration compliance experience,
actively promoted international cooperation for its innovative pipeline
under development, established differentiated overseas expansion
strategies for different market characteristics, and continued to
implement international licensing collaborations. Previously, the
Company successfully entered into commercialization agreements
for Bofanglutide injection in India and Latin America. In April 2026,
the Company further deepened its partnership with a leading South
Korean pharmaceutical company, securing an in-depth regional
licensing and commercialization collaboration for the product. In
August of the same year, the Company signed an exclusive license
agreement with a leading European pharmaceutical company
for Bofanglutide injection indicated for overweight or obesity in
the European Union, the United Kingdom, Switzerland, and 39
other European countries and regions. This collaboration opened
a key pathway for Bofanglutide injection to enter the European
market and also marks another important milestone in Gan & Lee
Pharmaceuticals' transformation and upgrading—the Company is
steadily evolving from a global leader in the insulin field to a global
innovator in the field of metabolic diseases.
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Overseas Subsidiary Network and Regulatory Milestones

The Company continues to advance its global strategic layout,
actively promoting MAH registration applications and local
compliance capability building for its overseas subsidiaries,
to enhance its autonomy in global brand operations and core
competitiveness. During the reporting period, the Company
obtained the Good Manufacturing Practice (GMP) certification of
the Brazilian Health Regulatory Agency (ANVISA), achieving dual
compliance certification in Brazil for the active pharmaceutical
ingredients (APIs) and drug products of insulin glargine,
insulin lispro, and insulin aspart. The certificate holder is the
Company's Brazilian subsidiary (Gan & Lee Pharmaceuticals
of Brazil Commercial and Importer for Medicines Ltd.). In June
2026, the Company's insulin glargine pre-filled pen (strength:
1-pen pack/5-pen pack) was approved by the UAE Ministry of
Health and Prevention. The UAE became the first country in the
Gulf Cooperation Council (GCC) region where the product was
approved for marketing. The certificate holder is the Company's
European subsidiary (Gan & Lee Pharmaceuticals Europe GmbH).

The Company continues to promote the upgrade from product
"going global" to industry "joint construction." On the basis of
the steady progress of its existing overseas market product
layout, through high-standard market access in Europe,
registration breakthroughs in emerging markets, platform-based
operations of overseas subsidiaries, and global partnerships
for innovative drugs, the Company continuously enhances its
global commercialization capabilities and international market
influence, contributing Gan & Lee's strength to global diabetes
mellitus management.

Multi-party Synergistic Cooperation to Empower Sustainable
Business Growth

Focusing on the three pillars of "ensuring supply, strengthening
capacity, and stabilizing safety," the Company has systematically built
an efficient, synergistic, and resilient global operational system to
support the volume increase in the centralized procurement market
and the advancement of its internationalization strategy, continuously
consolidating its comprehensive advantages in the field of diabetes
mellitus management.

Continuously Enhancing Supply Chain Resilience and Securing
Full-Chain Stable Delivery Capabilities

The Company continues to optimize its closed-loop management and
control system covering the entire process from procurement and
production to the end-user, achieving precise matching of centralized
procurement demand and production scheduling through integrated
operations of production and sales. Relying on an integrated digital
supply chain information platform, the Company connects the entire
chain of sales, production, procurement, warehousing, and logistics,
enabling data exchange both within and outside the supply chain and
real-time business linkage, thereby comprehensively enhancing chain
visibility and collaborative efficiency.
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At the supplier management level, the Company, focusing on the
implementation of multiple rounds of centralized procurement,
has deepened strategic cooperation with upstream and
downstream suppliers, built a long-term mechanism of mutual
trust and cooperation, clarified unified quality and delivery
standards, and improved the full-process responsibility traceability
system; simultaneously, it has expanded diverse alternative supply
resources to mitigate the risk of supply disruption and shortage
at the source. The Company continues to advance the localization
layout of key materials and simultaneously carries out tough
negotiations on the prices of core raw materials. While ensuring
product quality and performance meet standards, the Company is
steadily implementing the domestic substitution of key materials,
breaking down overseas supply barriers, effectively reducing
procurement costs, decreasing capital tied up in inventory, and
improving inventory turnover efficiency, thereby comprehensively
consolidating the core competitiveness of an autonomous and
controllable supply chain.

Deepening the Dual-Wheel Drive for Production Capacity to Solidify the
Foundation for Global Market Expansion

The Company adheres to the dual-wheel drive development strategy for
production capacity of "expanding capacity and improving quality at the
new Shandong base, and tapping potential and increasing efficiency at
the old Beijing base," continuously solidifying its capacity foundation to
provide a solid guarantee for global market business expansion.

In terms of new base construction, the Company has efficiently
promoted the operational launch of its Shandong production base. The
bio-pharmaceutical plant at the base was officially put into operation in
the fourth quarter of 2025, achieving commercial production. Moreover,
the Company is accelerating the approval process for pharmaceutical
manufacturing qualifications. As of the disclosure date of this report,
three bio-pharmaceutical products—insulin glargine injection, insulin
lispro injection, and mixed protamine zinc lispro injection (25R)—
have all obtained GMP certification approvals for the Shandong base,
achieving stable commercial production and regular market supply. To
meet the supply demand for innovative drugs after their market launch,
the Company is expanding its production workshops for GLP-1 RA and
weekly insulin preparations. After the new workshops are completed
and put into operation, they will significantly enhance overall production
efficiency, achieve lean and flexible production processes, and greatly
improve the production system's responsiveness to market changes.
As a key capacity pillar in the Company's global supply chain layout, the
Shandong base will provide stable, reliable, and high-level manufacturing
assurance for the large-scale commercial supply of products, strongly
supporting the Company's continuous expansion and competition in
domestic and international markets.
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In terms of optimizing existing capacity, the Company has carried
out intelligent production line upgrades and lean transformations of
production processes at its Beijing production base, and has established
a dynamic efficiency management and monitoring system to fully tap the
potential of existing capacity. While strictly adhering to drug quality control
standards and ensuring stable product quality, the Company has achieved
a steady and efficient increase in the base's production capacity.

Solidifying the Safety Defense Line to Empower Stable
Development

The Company has always regarded production safety as the lifeline of
its development. In the first half of 2026, the Company continued to
improve its safety management system, with various safety measures
being promoted in an orderly manner. The safety management
system operated smoothly, providing a strong guarantee for the
Company's continuous and stable operation.

In terms of safety training, the Company has continuously
conducted specialized education covering topics such as the
criteria for identifying major accident hazards, established a regular
mechanism for evaluating training effectiveness and making dynamic
improvements, and effectively enhanced the safety awareness and
responsibility fulfillment capabilities of all employees. In terms of
system construction, the Company has systematically promoted
the compilation and revision of safety management regulations and
continuously improved the repository of materials for regulation
dissemination, promoting a more standardized and orderly operation
of the safety management system. In terms of risk management
and control, the Company adheres to regular hazard investigation
and tiered management, focuses on conducting special inspections
in key risk areas, and has established a closed-loop management
mechanism for hazards to ensure that all types of risks are timely and
effectively controlled. In terms of occupational health management,
the Company strictly implements full-process occupational health
monitoring, systematically promotes employee health monitoring
and risk prevention and control, and effectively protects the
occupational health rights and interests of employees. In terms of
emergency management, the Company continuously improves its
emergency response plans for sudden incidents, clarifies the tiered
response mechanism and action procedures, regularly conducts
practical emergency drills, and constantly enhances its emergency
response and disposal efficiency.

During the reporting period, the Company's overall safety
management work operated smoothly, and all safety indicators were
within a controllable range. The Company will continue to adhere
to the principle of "Safety First, Prevention Foremost," deepen the
construction of its safety management system with higher standards,
and build a solid safety foundation for the high-quality development of
the enterprise.
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Strengthening Quality Assurance to Support Business Expansion

During the reporting period, the Company continued to closely follow
the core principle of "quality solidifies the foundation of production,
and capacity supports the implementation of strategy." Guided by
compliance bench-marking and driven by risk management, the
Company comprehensively advanced the in-depth development of
its full-chain quality management system, providing a solid quality
guarantee for its international expansion and commercial delivery.

Deepening Compliance Bench-marking to Solidify the
Foundation of Global Quality

As of the disclosure date of this report, the Company has made a
major breakthrough in international quality compliance. In April
2026, the Company's two active pharmaceutical ingredients,
insulin aspart and insulin lispro, successfully obtained the GMP
certification of ANVISA. In May of the same year, the Company's
two core preparation products, insulin aspart and insulin lispro,
also obtained ANVISA certification. Thus far, the Company's three
insulin products—glargine, lispro, and aspart—have achieved dual
compliance certification in Brazil for both their active pharmaceutical
ingredients and preparation products. The production quality system
fully complies with local pharmaceutical regulatory standards, laying
a solid foundation for the official launch of the Company's own
insulin brand in the Brazilian market and for deeply cultivating the
blue ocean of the Latin American pharmaceutical market. In July of
the same year, the Company received an official notification from the
European Medicines Agency (EMA), confirming that its production
facilities meet the requirements of EU GMP regulations and are now
equipped for the commercial production of insulin glargine injection,
insulin lispro injection, insulin aspart injection, and pre-filled pens.
This marks, following the Company's first successful European
Medicines Agency GMP inspection in 2024, another successful review
by the stringent standards of the European Medicines Agency. In
addition, the Company systematically tracks international regulatory
dynamics, has completed gap analysis and implementation for
multiple new global regulations, and continues to improve its multi-
standard integrated management system, strongly supporting the
deep layout of the Company's overseas markets.

Strengthening Process Control to Ensure Supply Chain Security
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(3)

66

NEFTHLIMSR G R DTS &4t b
%, RURERNSEMRN2ER
FH, EERAREEERRSH
EREMN;, ARBEGMPARKRASLH
THEWR, RAHFETRENK, &
SHRNRREEARESENR, BES
RELRE, REXRBRAULKF
B . Tt EME, RFEI
SR RATEZ . sTEEMER RN
UHENEEESFREERTR,
cHFREFRENRENSE, B
MERETERIMNMTIBENRE. 8K

=

Bt

RAMAERR & , 1P 0l 3 & LR &

N TN R AR BB B F AR
HAENEMNAE, BERATRR
B ENRIERS, NEFARE
MRARHEAZE. AREERE
FELEOIMBREEER, BINZ
TEIMAME W, RIARE
RESHEARENNDIER—-

2026 E¥F, RERFA LXK
MIXEHERIHE, UIRAEITELE
2R, UEARCIMREAEIZE
%, TEHPFPRLDREZLRES
B, NERNEXRTHINBRIEKS
TEIME S B SE M S IR (R SLRE 6
RE, REBBELERUREERS
Efrb g AERS, LEHEERA
FIFEERERE, IeHE/HTILE
BEMELZNE,

MEBEATES,
HARE

ZHUBAFE

AT RV 2KURESFS5QMAE
WZORFH. REBA, RIHFHF
LERANA M, BRALR.

2RE” . BRIB LI SER
TEATURR, FRARLER
B,

NEFTEARNMIEET . HESIE. B
BESEHRNATHAERENL, X2
RIUNEFEAT SLB/\K, &
SIRAKBRITNRERES . &8
KWMEREE, 2023-2026@RIE A

TEERREAE6C0%,

(3)

The Company completed the upgrade of its Laboratory Information
Management System (LIMS) and the launch of its Data Traceability System
(DTS), achieving full digitalization of quality testing and traceability, which
significantly improved the efficiency of quality control and data reliability; It
conducted special self-inspections covering the six major systems of GMP,
systematically investigating quality risks. During the reporting period, no
major quality accidents occurred, official inspections found no hazards,
and the transparency of the quality system continued to improve. Building
on this, the Company has ensured the stable and reliable supply of
products throughout the entire chain by strengthening quality control
measures such as release review, improving the traceability system, and
optimizing material supplier management, effectively guaranteeing the
stable, high-quality delivery of domestic and international orders.

Technology Empowering R&D to Accelerate the Advancement of
the Innovation Pipeline

The Company promotes the compliant application of advanced
testing methods such as liquid chromatography-mass spectrometry,
continuously enhancing its ability to establish product quality
standards and providing technical support for quality research on
innovative drugs. The R&D quality management system implements
phased and precise control, helping to efficiently advance multiple
innovative drug projects and achieving a coordinated unity of quality
assurance and R&D speed.

In the first half of 2026, the quality system, driven by risk foresight
for proactive prevention, supported global expansion through
standards alignment, and enhanced control levels through
technological innovation, comprehensively solidified the Company's
core competitiveness in quality, providing a solid guarantee for the
steady growth of the domestic centralized procurement market
and the implementation of overseas strategies. In the future, the
Company will continue to promote the deep integration of quality
control and its internationalization strategy, safeguard patient health
with excellent quality, and contribute more to the development of
the global pharmaceutical industry.

Building a Talent Ecosystem, Developing Talent on All Fronts to Fortify
Organizational Foundations

Talent is the core competitiveness for a company's global competition
and innovative development. During the reporting period, the
Company continued to implement its talent-first strategy, building a
comprehensive talent system around R&D, global production, and
domestic and overseas commercialization businesses to solidify the
foundation for organizational development.

The Company has created a synergistic talent supply model of internal
cultivation, external recruitment, and campus hiring. The proportion
of internally grown reserve talent for key posts exceeds 80%. It
continuously attracts recent master's and doctoral graduates in
medicine, economics, and management from top universities at home
and abroad, with the retention rate for campus recruits from the
2023-2026 classes increasing to 60%.
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The Company continues to enrich its stratified and categorized talent
cultivation matrix. In the first half of the year, various cultivation projects
covered over 600 person-times. Focusing on the Leadership Program
and Elite Talent Project, the Company directionally cultivates mid-to-
high-level reserve and technical leading talents in three major tracks:
R&D, production quality, and marketing. It reserves talent for core
management posts through job rotation, executive mentoring, and
experience in major projects. This is supplemented by a special program
for young key employees, which combines practical training on business
pain points to address the comprehensive capability gaps of the new
generation. Moreover, it has built an annual empowerment system for
domestic marketing, focusing on three capability dimensions: business
management, self-management, and team management. It cultivates
nearly a hundred high-potential key marketing employees through
practical training on real front-line topics.

The Company has implemented a standardized and quantitative
talent assessment system. Relying on the "Heart, Mind, and Hand"
three-dimensional leadership framework and a five-pillar competency
evaluation model, it conducts regular talent reviews and performance
debriefings, aligning individuals with tailored development pathways.

Delivering Steady Returns, Honoring Your Trust

In terms of value return, the Company has always prioritized
shareholder interests, grounding its commitment in solid operating
performance to deliver sustainable returns for investors. In the
first half of 2026, the Company implemented the 2025 annual profit
distribution plan, distributing a cash dividend of RMB 1 per share (tax
included) to all shareholders, with a total distribution amount of RMB
0.597 billion (tax included), accounting for 52.19% of the net profit
attributable to shareholders of the listed company for the 2025 fiscal
year. Through practical actions, the Company shares its operating
results with all shareholders and co-creates long-term value.

While rewarding shareholders, the Company also focuses on building
a long-term talent mechanism. To further stimulate the creativity
and potential of core talent, the Company launched a new round of
restricted stock incentive plan. This incentive plan grants 630,000
restricted shares to 20 incentive recipients at a grant price of 27.80
RMB/share, with the number of granted shares accounting for
0.1055% of the Company's total share capital. The Company firmly
believes that fully stimulating the innovative vitality of core talent is
the fundamental path to achieving win-win development for both the
enterprise and its employees, and will also inject lasting momentum
into the Company's leapfrog development.

ESG Management and Governance Practices

As an innovative bio-pharmaceutical enterprise focusing on the
treatment of endocrine, metabolic, and immune diseases, the
Company has always adhered to the sustainable development
philosophy of "Patients First, Medicine for Good," continuously
improving its corporate governance, actively fulfilling its social
responsibilities, and striving to achieve synergistic development of
corporate and social value.
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During the reporting period, the Company officially released its first
"Environmental, Social, and Governance Report" and also launched an
illustrated ESG report to further enhance the readability of information
disclosure and the efficiency of communication with stakeholders. This
report discloses the practical achievements of Gan & Lee Pharmaceuticals
in areas such as corporate governance, innovative R&D, product quality,
health accessibility, employee development, and green operations,
marking that the Company's ESG management and information
disclosure work has entered a systematic and standardized development
stage.

In terms of sustainable development governance, the Company
continuously improves its ESG governance system, building and
implementing a three-tiered ESG organizational structure of "decision-
making—management—execution." It delineates the boundaries of
authority and responsibility at each level, promoting the comprehensive
integration of the ESG philosophy into the Company's business
management and production R&D.

During the reporting period, the Company received honors such as the
CPHI (Chemical Pharmaceutical Ingredient) Corporate Social Responsibility
Award and the "520 Social Responsibility Day" Excellent Case award,
reflecting that the Company's practical achievements in the field of
sustainable development have been widely recognized by the industry
and professional institutions.

In the future, the Company will continue to deepen the organic integration
of the ESG philosophy with its operations and business development,
supporting the Company's long-term, stable value creation and high-
quality development.

Significant changes in the Company's operations during the
reporting period and major events that occurred during the
reporting period that have had, or are expected to have, a
significant impact on the Company's operations
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Analysis of core competitiveness during the
reporting period
Technological Innovation and R&D Advantages

As the first company in China to master the technology
of industrialized production of insulin analogs, Gan & Lee
Pharmaceuticals has been adhering to the corporate motto
of "Quality First, Innovation Forever," and the corporate
culture of "Science, Exellence," since its establishment. It has
successfully researched and developed a number of third-
generation insulin analog products, covering the three functional
segments of insulin: long-acting, rapid-acting, and premixed.
While continuously pushing the boundaries of insulin drugs for
diabetes mellitus management, the Company carries the mission
of "Delivering high-quality medicines and services to improve
lives worldwide," and forges ahead, actively engaging in R&D of
drugs for diabetes-related endocrine and metabolic diseases,
such as obesity/overweight and lipid-lowering, with the aim of
providing patients with diabetes mellitus with more and higher-
quality treatment options. Moreover, the Company continues to
efficiently advance the drug R&D process, constantly developing
innovative chemical drugs and biopharmaceuticals, with a
key focus on metabolic diseases, cardiovascular disorders,
and other therapeutic areas, injecting new vitality into the
Company's sustainable long-term development. In addition, by
integrating diverse resources and actively engaging in domestic
and international exchanges and cooperation, the Company
further enhances its R&D capabilities, injecting more vitality
into its sustainable development. During the reporting period,
the Company's R&D investment amounted to RMB 0.610 billion,
accounting for 27.43% of its operating revenue, providing a
solid guarantee for exploring the boundaries of science and
technology.

Platform Foundation: Cutting-Edge Technology Driving Innovation at the
Source

With R&D as its bedrock, the Company systematically reinforces its innovation
capabilities at the source through two pillars: "top-tier talent and academic

"

ecosystem" and "platform-based, integrated technology matrix.
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In terms of scientific research and innovation capabilities,
the Company has deeply collaborated with top academic
institutions such as Tsinghua University, Peking University,
and the Chinese Academy of Sciences to jointly establish a
postdoctoral research station. It focuses on key cutting-edge
technologies and jointly cultivates high-level R&D talent capable
of overcoming fundamental challenges, allowing academic
wisdom and industrial needs to resonate at the source. At the
talent cultivation level, the Company actively promotes joint
professional master's degree programs with key pharmaceutical
universities in the Beijing area and nationwide. It jointly develops
curriculum systems and offers customized corporate courses,
transforming frontline R&D topics from the industry into teaching
cases, thereby moving talent reservation to an earlier cultivation
stage. Moreover, by co-establishing practical training bases and
industry-university-research collaborative education projects,
it provides students with a complete growth path from theory
to practice, pre-emptively identifying and shaping young key
employees with innovative potential. Through the ecological
closed loop of "co-building top scientific research platforms—
co-cultivating professional talent—co-integrating innovative
practices," the Company has not only strengthened its talent
pool but also activated the endogenous driving force for
continuous innovation from the source, providing solid support
for key technological breakthroughs and product iteration.

In terms of technology platform construction, the Company focuses
on the global frontier of drug R&D, building core platforms that cover
diverse technology fields such as peptides, proteins, PROTAC, and small
nucleic acids, forming a full-chain R&D capability from foundational
innovation to industrialization. Building on this, the company actively
expands external collaborations and continues to deepen its presence
in emerging technology platforms such as Al-powered drug R&D. In July
2026, the "Al Peptide Delivery Laboratory", applied for by the company
as the lead and jointly established with XtalPi, was recognized as a
"Beijing Key Laboratory" and was officially inaugurated. The peptide
drug technology platform, as a leading platform in the field of metabolic
diseases, has successfully brought 6 insulin products to market,
with 4 Class 1 new drugs entering late-stage clinical trials. It has also
established significant industry advantages in long-acting modification,
oral delivery, and intelligent sustained-release technologies.

The PROTAC technology platform represents a focused strategic
exploration by the Company into more cutting-edge therapeutic
modalities, based on its core R&D capabilities in chemistry
and biology. Supported by advanced technology platforms, the
Company's foundational innovation achievements continue
to emerge. During the reporting period, the first subject was
successfully dosed in a Phase | study of GLR2037 tablets, and
the progress is currently smooth. In addition, the innovative
molecules independently developed by the Company that have
entered the pre-clinical study (Pre-IND) or Investigational New
Drug (IND) application stage cover multiple drug types such
as PROTAC, antibodies, and peptides, with therapeutic areas
expanding to metabolism, autoimmune diseases, neoplasm, and
other directions.
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Since 2026, the Company has submitted IND applications for a total of
5 R&D projects and obtained clinical trial approvals for 4 R&D projects.
To efficiently empower the R&D process of its technology platforms,
the Company has built a supporting full-chain translational system from
structural biology, druggability assessment, process development, and
pharmacology/toxicology research. This includes a biology technology
platform, an analytical technology platform, a process development
technology platform, an in vitro evaluation technology platform, and an
in vivo efficacy, pharmacokinetic, and toxicology technology platform.
Through the matrix-based construction of these focused platforms,
the Company has effectively ensured the efficient aggregation of R&D
resources towards core advantages and strategic frontiers. This has
formed a benign innovation pattern of "maintaining leadership in mature
fields and achieving key breakthroughs in emerging fields," providing a
solid engine for building a globally competitive product pipeline.

Accelerating Core Pipeline Development, Driving Key Milestones

From an overall system perspective, a clear and stable synergistic structure
has been formed between the Company's existing mature business and
its innovative pipeline: in the therapeutic pathway, it achieves continuous
coverage from early intervention to long-term control; in clinical value, it
balances efficacy improvement with patient experience optimization; in
application scenarios, it supports broad expansion from primary care to
specialist diagnosis and treatment, and even multidisciplinary collaboration.
As innovative achievements are gradually realized, this synergistic effect is
expected to be continuously released, further enhancing the Company's
long-term competitive advantage.

Accelerating Core Pipeline Development, Driving Key Milestones

The Company focuses on developing differentiated products with
global competitiveness. While consolidating the foundation of its
mature business, the Company continues to advance its strategically
forward-looking innovative R&D layout, focusing on the long-term
development trends of diabetes mellitus and metabolic diseases.

In terms of domestic clinical development:
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Bofanglutide injection, a twice monthly GLP-1 receptor agonist (GLP-
1 RA) innovative drug, is smoothly progressing with its two pivotal
Phase Il registration studies (OPTIMUM studies) for type 2 diabetes
mellitus, three Phase Ill series studies (GRADUAL studies) for the obesity/
overweight indication, and the Phase Il study for the obstructive sleep
apnoea (OSA) indication, marking the full rollout of the registration
pathway for multiple indications of this product. The Company is also
synchronously exploring the potential of once-monthly Bofanglutide
injection for weight control and maintenance, aiming to improve patient
treatment adherence through a lower injection frequency and a more
convenient treatment method, and to address the issues of weight
regain and suboptimal efficacy after long-term treatment with GLP-1 RA
drugs.

GZR4 injection is the first domestically produced fourth-
generation weekly basal insulin formulation to enter Phase
1l clinical trials. During the reporting period, the Company
continued to advance four Phase IIl clinical studies (SUPER
series) for type 2 diabetes mellitus, comprehensively covering
patients with type 2 diabetes mellitus from different treatment
backgrounds. This includes a breakthrough study design with
a head-to-head comparison against the world's first marketed
once-weekly insulin, reflecting the Company's research strategy
of benchmarking against first-class international treatment
standards. Currently, three Phase Il studies for type 2 diabetes
mellitus (SUPER-1, SUPER-2, and SUPER-3 studies) have all
met their primary endpoints, while another study, SUPER-8, is
ongoing.

GZR102 injection is the first domestically developed, and second
globally, once-weekly fixed-ratio combination of basal insulin and
GLP-1 RA to enter clinical development. With its "dual-target,
dual-mechanism synergy, once-weekly" dosing regimen, it is
expected to provide a more convenient and effective treatment
option for patients with diabetes mellitus. During the reporting
period, GZR102 injection is undergoing a Phase Il clinical study.

GZR33 injection is a Class 1 innovative long-acting daily basal
insulin formulation, independently developed by the Company
with global independent intellectual property rights, used to
control fasting blood glucose in patients with diabetes mellitus.
Clinical study results show that compared to once-daily insulin
degludec, GZR33 injection has a later peak plasma concentration,
smaller fluctuations, and a longer duration of action. It is
expected to bring more stable and lasting glycemic control to
patients with diabetes mellitus and is a potential Best-in-class
long-acting daily basal insulin formulation.
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GZR101 injection is the first domestically developed, and second globally,
dual insulin analog innovative drug, to enter the clinical stage, indicated for
diabetes mellitus. Formulated as a fixed-ratio combination of the long-acting
basal insulin GZR33 and the rapid-acting insulin aspart, GZR101 better
simulates the biphasic pattern of physiological insulin secretion, controlling
both fasting and postprandial blood glucose with once-daily administration
to achieve stable glucose lowering. During the reporting period, GZR101
injection is undergoing a Phase Il clinical studly.

In terms of international clinical development:

During the reporting period, Bofanglutide injection indicated for
obesity/overweight weight management successfully completed its
Phase Il clinical study in the US; GZR33 injection and GZR4 injection
indicated for type 2 diabetes mellitus completed a first-in-human (FIH)
Phase | glucose clamp study (GZR33) and an interim analysis (GZR4),
respectively, in European and American participants in Germany. The
glucose clamp study is an important research method for evaluating
the pharmacokinetics and pharmacodynamics of insulin-class drugs.
The relevant study results provide support for further evaluating
the safety, pharmacological, and pharmacodynamic characteristics
of the above products, and have laid a foundation for subsequent
global development and regulatory communication. Among them,
Bofanglutide injection and GZR4 injection are actively preparing for
communication with European and American regulatory agencies
to support the steady advancement of subsequent global Phase IlI
studies. The Company will continue to rely on its parallel development
strategy in China and overseas and prudently advance the
development process of its innovative drugs in major global markets.

Against the backdrop of the global innovative drug industry
accelerating towards high-quality innovation and international
collaborative development, the Company has always adhered to
the principles of being scientific, prudent, and open. It steadily
advances the global R&D and registration layout of its innovative
drugs, continuously deepens international cooperation, and strives
to enhance the global accessibility and influence of its innovative
achievements.

Overall Efficient Advancement of the R&D Pipeline and Output of
Results

While advancing its cutting-edge pipeline, the Company is deeply
exploring the potential of its marketed products. During the reporting
period, the market penetration rate and brand influence of the
Company's core insulin products were further enhanced, continuously
driving the expansion of its overall market share.
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Moreover, the oral antidiabetic drug Sitagliptin and Metformin
Hydrochloride Tablets (1) has obtained a product registration
certificate issued by the NMPA. It complements the existing
injectable formulations, building a treatment portfolio that connects
"oral-injectable" therapies, helping to advance towards the "Gan &
Lee One-Stop Solution" for patients with diabetes mellitus. It achieves
full-course coverage of diabetes mellitus from early intervention
to late-stage management, providing more flexible and tiered
treatment options for clinical practice. In the fields of metabolism
and nephropathy, the Company continues to expand its pipeline
boundaries, with several products achieving phased registration
progress. The marketing application for Finerenone tablets has been
accepted by the NMPA; the registration materials for Difelikefalin
injection APl have been submitted, and the drug product application
work is proceeding in an orderly manner. The steady progress of
the above products will further enrich the Company's product
matrix in the field of chronic diseases and lay a solid foundation for
subsequent commercialization layout.

Research Excellence, Global Acclaim: Recognized by Academia and
Industry

Based in China and facing the world, the Company continuously
enhanced its international influence through academic exchanges
during the reporting period, with its innovative research results being
widely presented and recognized on the international academic stage.
At the 2026 Scientific Sessions of ADA, 4 studies on 3 of the Company's
innovative drugs in the diabetes mellitus field were selected, with 4
poster presentations. Since 2026, the Company has published a total
of 2 research papers on its investigational products in internationally
renowned academic journals. Among them, the Phase lIb clinical trial
data of Bofanglutide injection for the treatment of type 2 diabetes
mellitus were published in the top international journal "Annals of
Internal Medicine". This study is the first published clinical research
data worldwide on a twice monthly GLP-1 RA in the field of type 2
diabetes mellitus management, providing a key evidence-based
medicine foundation for a more convenient dosing regimen for type
2 diabetes mellitus management. In addition, the results of two Phase
Ib/lla clinical studies of Bofanglutide injection for the treatment of type
2 diabetes mellitus and overweight/obesity were both published in
the Cell sub-journal "Cell Reports Medicine," reflecting the Company's
continuous and solid scientific research accumulation and innovation
capabilities in the field of metabolic diseases.

In July 2026, the "Al Peptide Delivery Laboratory," applied for by
Gan & Lee Pharmaceuticals as the lead and jointly constructed with
XtalPi, was recognized as a "Beijing Key Laboratory" and was officially
inaugurated. This recognition signifies that Gan & Lee Pharmaceuticals
has received municipal-level authoritative approval for its corporate
innovation capabilities and laboratory infrastructure construction. It
also means that the collaboration between Gan & Lee Pharmaceuticals
and XtalPi in the field of Al-empowered peptide drug R&D has entered
a stage of comprehensive deepening.
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Moving forward, the Company will continue to uphold the spirit of
innovation, deepen technological research and development, and
drive ongoing progress in the pharmaceutical industry, providing
safer and more efficient “China solutions” for the global diabetes
treatment field and contributing further to the advancement of
human health.

Advantages of a Full Product Line Layout

As an industry leader in recombinant insulin technology in China,
the Company not only has a complete insulin R&D pipeline but has
also gradually laid out R&D pipelines for various oral endocrine and
metabolic disease drugs. Among them, five insulin analog products,
one human insulin product, and four oral antidiabetic drug products
have been approved for marketing. The insulin products cover the
three functional sub-markets of long-acting, rapid-acting, and pre-
mixed insulin. While second- and third-generation insulins continue to
contribute stable revenue, the Company is also actively laying out and
advancing fourth-generation insulin and more cutting-edge drugs and
therapies related to diabetes mellitus management.

To continuously break through the boundaries of diabetes mellitus
management, the Company actively invests in the R&D of innovative
biopharmaceuticals. Among them, the self-developed new GLP-1 RA
class drug, Bofanglutide injection, has initiated Phase Il clinical studies
in China for three major indications: obesity/overweight, obesity
combined with obstructive sleep apnoea, and type 2 diabetes mellitus.
With its "head-to-head" design, this product is expected to obtain a
differentiated advantage in the huge GLP-1 market and become a
core engine driving future growth.

In terms of oral drugs, the Company is laying out its pipeline around
cardiovascular, metabolic, and immune system disorders, aiming to
create synergy with injectable formulations and provide patients with
more flexible and convenient tiered treatment options. Currently,
the Company has several oral antidiabetic drugs, including sitagliptin
phosphate tablets, empagliflozin tablets, linagliptin tablets, and
Sitagliptin and Metformin Hydrochloride Tablets (II).

This product line layout, covering "insulin and GLP-1, injectable and
oral, glycemic control and comorbidity management," has built a broad
competitive moat for the Company, continuously driving intrinsic value
growth.

2026 FFFEHRS



Gan & Lee Pharmaceuticals.

KL RBAFmEHB

Table 1: Company's Product Line Layout
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Cost Leadership Advantage

The Company has a highly experienced R&D and industrialization
team, well-equipped to the rapid translate laboratory results into
industrialization. Drawing on years of R&D and manufacturing
experience, the Company has established a technologically advanced
and scientifically driven production facility. Continuous process
optimization ensures the highest standards of product quality and
cost control, in line with our ongoing commitment to a cost-leading
strategy. While providing more accessible and affordable medicines for
diabetic patients worldwide, the Company is continuously advancing
the process of substituting key materials with domestic alternatives
to ensure the medication needs of domestic diabetic patients at
reasonable prices and reduce their medication burden. Moreover,
through the continuous advancement of domestic substitution,
the Company's supply chain autonomy and control have been
continuously enhanced, achieving breakthroughs in cost reduction
and efficiency improvement, shortening supply cycles, and optimizing
inventory management.

The company adopts a strategy of comprehensive process control,
integrating cost management into all aspects of its operational
activities. We have implemented an effective cost control system
across the entire value chain - from product R&D, material
procurement, and manufacturing to sales and after-sale services.
Simultaneously, the Company continuously refines its full-chain lean
management and control system, which strengthens the integration
across the value chains, contributing to the Company's goals of cost
reduction and efficiency improvement.

The Company continuously increases product sales, thereby
improving capacity utilization, leveraging economies of scale, diluting
production costs, and further maintaining and enhancing its cost
leadership advantage. Moreover, through effective measures such as
expanding production scale, strengthening production management,
and optimizing resource allocation, the Company further ensures drug
quality, improves production efficiency, and takes multiple measures
to ensure the supply for centralized procurement volumes. As
production volume grow, the fixed cost per unit will decrease, further
accentuating the benefits of economies of scale. The Company will
continue to leverage its cost and scale advantages to support ongoing
investments in marketing and R&D, ensuring sustainable growth.

2026FFFEHRS [ 77



(73)

78

[ BR 16 &% B8 L %5

H2005F MR EFR ALK, &
BERIEBSEMA. M. £
Bl eXEzEERR. B, 2
BB RA T MBI BIE R LR
BERMA ., FINMEH R TR
TAENEF, BfftEBRER IR
AL mEeRTH, MAHRN
RWEHEW"BROZOERD T,
EX—HEEESIT, QB FaHE#H
EfRKHE, BAOTFRREHEN
MR mER2HEHT

MAENERS: BIEFWRERT
“hnE "

BEIZEmmAERT . TR, AIE.
FENFZOMAKERBEM T
RNBEEFLYSELE S ERAFLL
Rt 2026 EHXF, RERLHE
MELEAALR, SarmfSEN
dMmER, BIZTURLS
R, RUESXKEALHENGE,
AGMBEBIBFHRITEANRE,
MEBSAEMAKDEERRDEEIF,
MmE2KHHEE, HREAIMK
MAREMNEREEELRR

RERENMBENL TS EH PR
WREEEGKR, A~ REBEIIT
HREFHAUER, REDRHOMH
MEREMEERR, ARRKEERS
FIZikel, il RERE EH,
BINHEWNREIEK . SIHEEA,
NEFERNS H BN A
afF, AMXTREETREARE
HRAMEETEETLF. RSB
N, BREMZMRABEINE, K&
HBERSER. NLRHFR30. HHE
BREERFZOTm. BKEXRE. B
MER HNEFEREATNEZRAT
FaERAREME, BREERSY
WHHFR, AREeXBFALKHD
BRFRLRE

(IV)

Internationalization strategy advantage

Since establishing its internationalization strategy in 2005, the
Company has built a global operational system covering R&D,
registration, production, and commercialization. Currently, the
categories of the Company's overseas approved products include
various types of insulin active pharmaceutical ingredients, cartridge
injections, and pre-filled pens. The internationalization strategy has
become the core driving force for the Company to achieve its vision
of "Expanding our impact worldwide in becoming a leading global
pharmaceutical company,". Under the guidance of this strategy, the
Company continues to advance its international layout, committed to
bringing high-quality medicines made in China to the global market.

From Access to Deeper Market Presence: Overseas Commercialization
Accelerates

As the registration of major products is completed in key emerging
countries in Eurasia, Asia-Pacific, Latin America, and Africa, the focus
of the Company'’s international business is gradually shifting to
deep commercial cultivation. In the first half of 2026, the Company
continued to promote the upgrading of its business models. By
combining product characteristics with local market features,
it deepened cooperation with leading regional pharmaceutical
companies through diversified business models, systematically laid
out overseas government bidding and access channels, strengthened
collaborative cooperation with local public health systems, accelerated
global market penetration, and built a more resilient and sustainable
international marketing system.

Relying on stable large-scale production capacity and an internationally
advanced quality management system, the competitiveness of the
Company's products in overseas markets is continuously increasing.
With reliable supply assurance and excellent quality, the Company
has gained wide recognition from international customers, leading to
a continuous increase in order volume and rapid growth in overseas
sales revenue. Moreover, the Company continued to deepen its
localized cooperation with strategic partners, advancing product
technology transfer and localization production preparations in
emerging markets. During the reporting period, multiple technology
transfer projects have been completed, covering core products such
as insulin glargine, insulin aspart 30, and insulin lispro. The "joint
implementation, mutual benefit, and win-win" cooperation model
not only significantly improves the efficiency of product technology
transfer but also more accurately meets local market needs, building a
solid foundation for the Company's global commercialization layout.
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While deeply cultivating emerging markets, the Company has also
achieved important breakthroughs in developed European markets.
In January 2026, the Company's core product, insulin glargine injection
(Ondibta®), was approved for marketing by the European Commission
for the treatment of diabetes mellitus in adults, adolescents, and
children aged 2 years and older. Subsequently, the Company's insulin
lispro injection (Bysumlog®) and insulin aspart injection (Dazparda®)
received a positive opinion from the Committee for Medicinal
Products for Human Use (CHMP) in February 2026 and were officially
granted marketing approval by the European Commission in May
2026. Thus far, in the first half of 2026, the Company has achieved
marketing approval from the European Commission for all three of
its core insulin products—glargine, lispro, and aspart. This further
perfects the Company's product layout in developed markets and
lays a solid foundation for the in-depth advancement of its global
commercialization strategy.

Two-Pronged Strategy: Expanding the Global Partnership Footprint

The Company is driven by the dual engines of its innovative drug and
insulin businesses, comprehensively advancing its internationalization
strategy layout.

In insulin, the Company is actively promoting cooperation with leading
regional pharmaceutical companies overseas. On the one hand, the
Company is collaborating with laboratories affiliated with the Brazilian
Ministry of Health and Brazilian biopharmaceutical companies to
advance the PDP pharmaceutical project, making it the first Chinese
pharmaceutical company included in Brazil's PDP project and the
first Chinese company to participate in the localization of the insulin
supply chain in a South American country. During the reporting
period, the Company continued to steadily implement various tasks
under this cooperation framework, strictly adhering to the established
cooperation plan to accelerate project implementation, local
production, and supply chain construction.

While continuing to deepen its overseas insulin partnerships,
the Company has also made significant progress in the global
commercialization of its innovative drugs. In April 2026, the Company
signed an exclusive partnership agreement for Bofanglutide injection,
its independently developed twice monthly GLP-1 RA, with a leading
South Korean pharmaceutical company, further expanding the
innovative product's commercial footprint.

2026 FFFEHRS
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Other disclosure matters

Risks the Company may face

Gan & Lee Pharmaceuticals is consistently committed to its corporate
mission of "Delivering high-quality medicines and services to improve
lives worldwide," dedicating itself to advancing human health. Adhering
to the corporate tenet of "Quality First, Innovation Forever," the
company deeply addresses the urgent needs of patients and clinical
practice. With a corporate culture centered on "Science, Excellence,"
Gan & Lee pursues continuous innovation in academic exploration
and clinical application. Guided by the corporate vision of "Expanding
our impact worldwide in becoming a leading global pharmaceutical
company," Gan & Lee strives to deliver high-quality diagnostic and
therapeutic products and medical services to patients worldwide.

Risk of Industry Policy Changes

As a key national regulatory area, the development of the
pharmaceutical industry is deeply influenced by policy direction.
Since 2026, with the continuous deepening of the reform of the
medical and health system, the state has successively issued
several regulatory documents such as the "Notice on Key Points for
Addressing Malpractices in Pharmaceutical Procurement and Medical
Services in 2026," the "Several Opinions on Improving the Drug
Price Formation Mechanism," and the "Administrative Measures for
Medical Representatives," which have placed higher requirements on
corporate compliance management, marketing models, etc. Against
this backdrop, the Company faces multiple challenges, including rising
compliance costs and the restructuring of the marketing system.

Countermeasures:

(1) Deepen primary-level channel layout: Actively respond to the
national policy direction of promoting centralized procurement drugs
to "enter retail pharmacies, private medical institutions, and primary
medical institutions," and accelerate product access and coverage
in primary medical terminals; (2) Accelerate the launch of innovative
products: Seize the policy window, promote priority review and rapid
launch of new drugs with high clinical value, and cultivate new profit
growth points; (3) Explore diverse cooperation models: Engage in
cross-industry cooperation with other health industries (such as
commercial insurance) to explore new profit models; (4) Expand
international markets: Actively expand into emerging markets to
open up new profit growth points for the Company; (5) Dynamically
monitor policy trends: Closely monitor the changing trends of
national and local policies and adjust the corporate development
strategy in a timely manner. Moreover, through platforms such as
industry associations, actively express the reasonable demands of the
enterprise and provide reference opinions for policy-making.
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Risk of New Drug R&D Not Meeting Expectations

New drug R&D is characterized by high investment, long cycles,
and a high failure rate, and is affected by changes in the external
environment. Even if a project progresses smoothly to the marketing
stage, factors such as changes in the disease spectrum, accelerated
iteration of competing products, and adjustments in medical insurance
payment policies may still lead to the product's commercialization
falling short of expectations, thereby affecting the company's long-
term profitability and growth momentum.

Countermeasures:

(1) Dual-track R&D strategy: On one hand, develop Best-in-class
drugs based on cutting-edge international targets to quickly respond
to clinical needs; on the other hand, rely on proprietary technology
platforms to steadily advance the layout of First-in-class original drugs;
(2) Improve scientific decision-making mechanism: Integrate internal
and external expert resources, combined with cutting-edge technology
trends and market prospects, to enhance the scientific and forward-
looking nature of project initiation and phase reviews; (3) Strengthen
full-cycle risk management: Establish technical assessment and exit
mechanisms at key R&D nodes, dynamically monitor project progress,
and optimize resource allocation in a timely manner; (4) Deepen
external collaborative innovation: Engage in strategic cooperation
with biotechnology companies that have technological advantages
and complementary pipelines to enrich the product matrix through
methods such as introducing Al-powered drug R&D systems and joint
development; (5) Optimize R&D operational efficiency: Evaluate the
input-output ratio of each R&D link, outsource low-value-added R&D
links, and make corresponding organizational structure adjustments
to accelerate the new drug launch process.

Risk of Intensified Market Competition

The field of endocrine and metabolic disease treatment, which
the Company focuses on, is experiencing unprecedented market
expansion. The number of patients with diabetes mellitus and
overweight/obesity worldwide continues to climb, attracting numerous
domestic and international pharmaceutical companies to make
intensive layouts. Current market competition has extended from
traditional generic drugs to multi-target innovative drugs like GLP-
1 RA. Coupled with the price pressure on homogeneous products
from national centralized procurement, the Company faces greater
pressure in market access, channel expansion, and pricing strategies.

Countermeasures:
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(1)

(1) Implement precise and differentiated marketing: Formulate
customized promotion strategies for different product characteristics
and target populations, and use digital tools to enhance brand
influence and patient outreach efficiency; (2) Accelerate penetration
of overseas emerging markets: Develop localized market access and
commercialization pathways based on in-depth analysis of regional
policies, payment capabilities, and competitive landscapes; (3)
Strengthen foundational innovation capabilities: Continuously increase
R&D investment, prioritizing pipeline assets in diabetes mellitus and
metabolic diseases with new mechanisms of action or new targets
to build competitive moats; (4) Build an agile, efficient supply chain:
Optimize full-chain synergy from raw material procurement to
terminal distribution, improve supply stability, reduce operating costs,
and enhance overall profit resilience.

Other disclosure matters

Improving Quality and Efficiency: In early 2026, the Company released
the "2026 Action Plan for Improving Quality, Increasing Efficiency, and
Emphasizing Returns" and has been actively implementing it item by
item. The Company has always adhered to its corporate development
vision, implemented its corporate development strategy, and put into
practice the core development philosophy of "stabilizing growth and
promoting innovation." In the first half of 2026, the Company achieved
an operating revenue of RMB 2.223 billion, a year-on-year increase
of 7.56%; the net profit attributable to shareholders of the listed
company was RMB 0.610 billion, a year-on-year increase of 1.01%.
During the reporting period, relying on its product competitiveness,
centralized procurement access advantages, and mature operating
system, the Company continued to expand its coverage of medical
institutions and deepen its primary-level penetration, driving a steady
increase in sales volume. Domestic sales of drug products reached
49.68 million vials, a year-on-year increase of 6.05%; domestic revenue
was RMB 1.797 billion, a decrease of RMB 48 million compared to the
same period last year, mainly due to the adjustment of the Company's
applicable value-added tax rate from 3% to 13%; moreover, the
Company accelerated the development of the international market,
with international revenue reaching RMB 0.426 billion, an increase
of RMB 0.205 billion over the same period last year, representing
a year-on-year increase of 92.33%. The Company will continue to
place equal emphasis on both domestic and international markets,
comprehensively enhancing the market share of its products in the
domestic insulin market while accelerating the development of the
international market, contributing to the synchronous growth of both
domestic and international markets.
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The Company is focusing on advancing key projects in the diabetes
field, such as Bofanglutide and GZR4. As a potential world's first twice
monthly GLP-1 RA formulation, Bofanglutide has a differentiated
advantage in the global GLP-1 RA landscape. Its weight-loss and
glucose-lowering clinical results have been continuously published in
top international journals, and Phase Il clinical studies for multiple
indications are being fully advanced; the three pivotal Phase Ill studies
of once-weekly GZR4 injection in China, have all met their primary
endpoints, with glucose-lowering efficacy significantly superior to
once-daily basal insulin; A Phase Il study of the premixed dual insulin ,
GZR101 injection, completed in China showed superiority over insulin
degludec/insulin aspart (Ryzodeg®) in reducing both HbATc and
postprandial glucose. By systematically creating full-cycle solutions
covering “glycemic control—weight control—metabolic control,”
the Company is accelerating the development of its technological
advantages and market leadership in the endocrine and metabolic
field.

In terms of value return, the Company has always prioritized
shareholder interests, grounding its commitment in solid operating
performance to deliver sustainable returns for investors. In the first
half of 2026, the Company implemented the 2025 annual profit
distribution plan, distributing a cash dividend of RMB 1 per share (tax
included) to all shareholders, with a total distribution amount of RMB
0.597 billion (tax included), accounting for 52.19% of the net profit
attributable to shareholders of the listed company for the 2025 fiscal
year. Through practical actions, the Company shares its operating
results with all shareholders and co-creates long-term value.

While rewarding shareholders, the Company also focuses on building
a long-term talent mechanism. To further stimulate the creativity
and potential of core talent, the Company launched a new round of
restricted stock incentive plan. This incentive plan grants 630,000
restricted shares to 20 incentive recipients at a grant price of 27.8
RMB/share, with the number of granted shares accounting for 0.1055%
of the Company's total share capital. The Company firmly believes that
fully stimulating the innovative vitality of core talent is the fundamental
path to achieving win-win development for both the enterprise and its
employees, and will also inject lasting momentum into the Company's
leapfrog development.

During the reporting period, the Company continued to monitor
changes in regulatory policies, optimize its efficient governance model,
strictly adhere to the compliance defense line, and safeguard the
legitimate rights and interests of all shareholders, especially minority
shareholders. Moreover, the Company places great importance on
the standardized performance of duties by the Board of Directors
and senior management, actively organizes regulatory training, and
sorts through and disseminates policy updates and typical cases to
promote the Company's standardized operations. This "Improving
Quality, Increasing Efficiency, and Emphasizing Returns" action plan is
based on the Company's current operating conditions and external
environment and does not constitute a performance commitment to
investors. It may be affected by factors such as macroeconomic policy
adjustments and changes in industry competition in the future, and
thus contains uncertainties. Investors are advised to be aware of the
relevant risks.
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Other Information on the Use of Raised Funds during the
Reporting Period

o
B BT
Unit: RMB 10,000
EF-HWNHE EBSEXEATHEEERN e H A R B REPRNEE HEASESRAZ
Date of Board ERENGE Date of Date of ERE BB HENETE
Approval Approved Limit for the Use  commencement termination Balance of Cash  Whether
of Raised Funds for Cash Management the Highest
Management as of the End of  Balance during
the Reporting the Reporting
Period Period
Exceeded the
Authorized
Limit
2025 7H21H 25,000.00 2025 7H21H 2026%7H20H 25,000.00 £
July 21, 2025 July 21, 2025 July 20, 2026 No

90

2026548210, RAIELERBRESE =
BNREZWNENBILI T(XTFHBIE
RMEERNINE), EaRAEE
RERAMB B EIRIE R R AR KL
SEBROML, FETZEHIY
WIE, AERELHM MRS E ™0
SEVEM EHIE R R E A A
REEHETESH. BFERBEFER
NEF2026F48238 IR EHI(K F
REBABERMETERANREN A E
RS 2026-026) o

On April 21, 2026, the eighth meeting of the fifth board of
directors of the company reviewed and approved the "Proposal
on the Postponement of Certain Fundraising Investment
Projects." Considering the actual situation of the company's
fundraising investment projects and the planning of future
business development, and after careful research and
demonstration, it was decided to postpone the scheduled
available date of the restructured recombinant insulin product
for registration and listing in the United States. For detailed
information, please refer to "the company's announcement on
the postponement of certain fundraising investment projects
disclosed on April 23, 2026 "(Announcement No.: 2026-026).
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BT ROTHREFRER
SECTION VI Changes in Shareholdings and Shareholder Information

—. BREBER
(—) RHTHERR
1. RBEHEIR

I Changes in share capital
h Statement of changes in shares

1. Statement of changes in shares N
B B
Unit:Share

— . BFRE Shares Subject 39,446,389 6.60

A2 M AR to Restrictions
* IR A on Transfer

1LERFEK Shares held by

state
2.E B AFF Shares Held by
B State-Owned
Legal Entities
3. HMAFEF Other 35,150,357 5.88
Ag Domestic
Shareholdings
Hoh: W IE Of which: 259,327 0.04

S Shares Held by
EBEAN Domestic Non-

liie State-Owned
Legal Entities

BWHESA A Shares Held 34,891,030 5.84

by Domestic
fik Individuals
4 9h R Foreign 4,296,032 0.72
Shareholdings
Hr: g 4ME Of which: 4,296,032 0.72
o Shares Held by
AR Overseas Legal
Entities
BINEA A Shares Held
a by Overseas
BB Individuals

— . £RE Unrestricted 557,858,580 93.40

PN Circulating
/T{#/JILIEHQ ShareS
7%

1.ARMEE RMB Common 557,858,580 93.40
Az Stock

2. ®BA L™ Foreign

. Shares Listed
B b % B2 Domestically

3. #EHh L Foreign shares
B 5135 B8 listed oversea

-3,298,680 -3,298,680 36,147,709 6.05

-3,298,680 -3,298,680 31,851,677 5.33

259,327 0.04

-3,298,680 -3,298,680 31,592,350 5.29

4,296,032 0.72

4,296,032 0.72

3,298,680 3,298,680 561,157,260 93.95

3,298,680 3,298,680 561,157,260 93.95

92
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4. Hfb Others

=. BfHmE Total 597,304,969 100.00 597,304,969 100.00
5 number of
= shares
2. B 19 T sh 15 )7 i B 2. Explanation of Changes in Shareholdings
202656A17TH, RBTEFEIEHFF On June 17, 2026, the Company completed the lifting of
BEBERTAERBD LB RIAD restrictions on the third vesting period of the 2022 Restricted
18 52 A 2022 48 BR 1l M A% 22 8 it X Stock Incentive Plan at the Shanghai Branch of China Securities
E=TEMIEEHREREESE, Depository and Clearing Corporation Limited, with 1,398,480
R B BR & B 19 #1 21,398,4808%; 7 shares having their restrictions lifted; The Company also
I 52 502024 5 IR &1 M4 Az 32800 1t X completed the lifting of restrictions for the second vesting
E_NRSRIEEHERIEESH, period of the 2024 Restricted Stock Incentive Plan, with
RBRIEE I 9 # =1,900,200R% ; & 1,900,200 shares released from restrictions; for a total of
113,298,680f% . ¥ B EEH QB T 3,298,680 shares. For details, please refer to the Company’s
2026 FE6B12HFIBEE LBIEER S "Reminder Announcement Regarding the Lifting of Restrictions
Ffr B 35 (www.sse.com.cn) BI{x F and Listing for Trading for the Third Unlocking Period of the 2022
202 REIEBREHMITE=N Restricted Stock Incentive Plan and the Second Unlocking Period
2 B3 R & HA 2[5 PR & M 2024 F PR ) of the 2024 Restricted Stock Incentive Plan” (Announcement No.
MRERZEHMITXNE ZNDESGIREH 2026-046), published on June 12, 2026, on the Shanghai Stock
MRIREEE PR REMNIRTIEASE) Exchange website (www.sse.com.cn).
(RERS: 2026-046)
(Z) RERGZEHER (I)  Changes in shares with trading limited conditions
B R
Unit:Share
HARER IRSHMBRIE RSBPEMN RSBRREE RERE fi B5 PR & B H3
E5'e =R PR £ B ¥4 BB K Reason for Release date
Number Number Increase in  Number restricted
of shares of shares the number of shares sales
B& 7R & #R with trading released from of restricted with trading
Shareholder limited restricted shares limited
name condition sale during during condition at
at the reporting reporting the end of
beginning period period reporting
of reporting period
period
2022F PREIMERE 1,496,480 1,398,480 98,000 FR I MRS Z29% 20266 817H
= N R = June 17,2026
The 2022 )
restricted stock Restricted
incentive plan stock grant
recipients

2026 £ FEIRE




HURER HREHMBHRR REMEN RSPRRE RERR fRFRIR & B

* €® R PR £ B2 %1 e % Reason for Release date
Number Number Increase in  Number restricted
of shares of shares the number of shares sales
BAREZM with trading released from of restricted with trading
Shareholder limited restricted shares limited
name condition sale during during condition at
at the reporting reporting the end of
beginning period period reporting
of reporting period
period
2024 FBRFIM R ZE 4,886,000 1,900,200 2,985,800 FR &4 B Z 4% 2026568 17H
b 4IRS % June 17,2026
The 2024 Restricted

restricted stock
incentive plan
recipients

a1t 6,382,480 3,298,680
Total

stock grant

3,083,800 / /

—. RETEDER I

Shareholders

(—) BER: ()  Total number of shareholders

BERSHFREERRARIH(F)

BERSHRKIANMENRERRASH(P)

Total number of ordinary shareholders by
the end of the reporting period(households)

Total number of preferred shareholders
with voting rights restored by the end of the
reporting period(households)

75,587

(Z) &EHRSBRA+BERER. 71 (I
TR2AERER (HEREFHK
F) HREAR

94

I)  Shareholdings of the top ten shareholders and the top ten
circulating shareholders (or shareholders with unlimited
rights to sell) as at the end of the reporting period
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AR HE=AUVROHBERLAT @R
ENRETREED, AEE5HRE
WEE T & HE MRS NG T
W) R (B 5% 14 2= 22 B9 B& 19 A 8 11 X
2RI MINLE: KR KT
STHE, £ RINBHKHEX
METERZHEINARAERE
it e RREITHIER DS TIREH
mﬁFMA RS HEELBIES
%Fﬁi*&tFﬁm BRS, W%
TREAZKEH, WREEHF
E’\J%—/\“%Elo

ERE2: 2024 F E R &% AR BB 1T
WERFHREEREFTREXAE
HITORES, REAIHNNEER
FTERTHZAELDNA . 241A .
36MA.

AR3: BIBABK RHillhouse . ¥
BRINES ABIERKRKRAR. LhREH
AHBUDANEEBEN(RFTELKRD
eI NAE: () EHBW
BEENEBEFEATARGFAET
HUFHEERR BEAS5%MEMIR T, &
EKPERABERDIBEESEH
BIFTRE AT AR H® E’]l6 91% (LAF &
MRS ELEEHEHERE
PR EK B RE S EIHFSW%EL
HEREEHAERHIBE D ING
ENEMAXILEMENBER. LK
EfAGE, ERXRBRERBFATAR
MIMEEBTEEEN . MEEXH
NMIESRGYSAMUNER, (2)
T’Eﬂjkt’t%ﬂﬁﬁﬁ’]mﬁﬁiﬁ A 3 <
fDL'IEHXiFE/2 /:EHHE/W”:J?_E?X
BIEFBRNMZ BE?LJK{AEE’HTE’J
B, WEERAGES —ERF
ENMZRTFEKHENFHED
T8 maI50% I FHEM, EX
FhIE R T BRI R R4 AR XY Bl RE T
WHER. QEKIERARAMIRN
BROMEENRANMAZ RN,
FREVBR D P ST R IR AN « ROR .

PDEANERANF, AZEKBE
BRARMIBEHBTITE,

EREA 2022F E R E R BB IT
WERFHREMEREFTREXAE
HIT OB, REAIINNER
FTERTHZAELDNA . 241A .
361 A

Notes:

Note 1: Gan & Lee Pharmaceuticals. issued shares to specific
recipients, and as part of this process, the Company and Zhongru
Gan signed the "Conditionally Effective Share Subscription
Agreement" and the "Supplemental Agreement to Conditionally
Effective Share Subscription Agreement". The agreements
stipulate that the share subscribed by the issuance targets
cannot be transferred for 36 months after the offering's closing
date. The newly issued shares will be listed and available for
trading on the Shanghai Stock Exchange's Main Board starting on
the next trading day after the restriction period ends. If there are
any statutory holidays or rest days, the restriction period will be
extended to the following trading day.

Note 2: Restricted shares granted under the FY2024 Restricted
Stock Incentive Plan will be unlocked in batches according to
relevant regulations. The restriction periods are 12, 24, and
36 months from the date of grant registration completion,
respectively.

Note 3: According to the "Agreement on Extension of Share Lock-
up Period" signed by the Company's shareholders Hillhouse,
Zhucheng Shunkang, and the Company's controlling shareholder
as well as the actual controller Zhongru Gan: (1) Under the
premise that Zhongru Gan directly and indirectly holds no less
than 55% of the issuer's total current holdings, each extended
lock-up shareholder is willing to extend the lock-up of 16.91% of
the issuer's shares (hereinafter referred to as the "underlying
shares") held by him after the expiration of the statutory lock-
up period. Until Zhongru Gan's written notice releases the
extended lock or other circumstances of locking termination
agreed upon in the locking agreement. After the extension lock is
lifted, the above-mentioned shareholders shall still comply with
the requirements of laws, regulations, normative documents,
and business rules of the stock exchange when they reduce
their holdings of the issuer's shares. (2) As a guarantee for
the execution of the extended lock-up, if the extended lock-
up shareholder elects to reduce his holdings of the underlying
shares that are still subject to the extended lock-up at that time
after the expiration of the statutory lock-up period, the reducing
shareholder shall pay 50% of the proceeds from each reduction
of his holdings of the underlying shares that are still subject
to the extended lock-up at that time to Zhongru Gan (among
which, the proceeds of such divestment of STRONG LINK shall
be paid by MING HUA TECHNOLOGY to Zhongru Gan), and the
divestment in such circumstances shall not constitute a breach
of the lock-up agreement. (3) The shareholders' rights enjoyed by
the extended locked-in shareholders in respect of the underlying
shares shall not be affected, and the shareholders' rights such
as the right to know, the right to vote, and the right to dividend
corresponding to the underlying shares shall be independently
owned and exercised by each extended locked-in shareholder.

Note 4: Restricted shares granted under the FY2022 Restricted
Stock Incentive Plan will be unlocked in batches according to
relevant regulations. The restriction periods are 12, 24, and
36 months from the date of grant registration completion,
respectively.
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SECTION VIl FINANCIAL REPORTS

—. WEHkE I Financial reports

BHAFAGER

Consolidated balance sheet

2026 6430H
30 June, 2026

WA B EFHIWERNERLST

B MHARD

Prepared by: Gan & Lee Pharmaceuticals. Unit: RMB
B S 2025412H31H
e ltem Notes 31 December, 2025
Mo AR Current Assets:
"hAE Cash and Cash equivalents 1 2,088,313,116.28
R MEERAE™ Financial assets held for 2 1,401,114,684.93
trading
[ Wg 3R Notes receivable 4 6,078,174.99
N U T =0 Accounts receivable 5 593,231,015.05
07 U 0 0 B 2R Financing receivables 7 561,084.73
AT F I Prepayments 8 55,480,540.46
EHAth Ry U 7 Other receivables 9 3,759,148.34
F5 Inventories 10 1,008,687,851.59
—FARAEBNIEREDE Non-current assets 12 324,456,250.00
maturing within one year
HM R A Other current assets 13 2,387,272.78
Mo A= &1 Total current assets 5,484,069,139.15
ERBDEF: Non-current Assets:
GG Debt investment 14 187,438,589.23
KHERNE R Long-term equity 17 264,150,000.00
investment
HMERshEmAET Other non-current financial 19 68,937,018.25
assets
& E & Fixed assets 21 3,180,567,912.45
TRETIRE Construction in progress 22 393,466,750.17
£ B E = Right-of-use assets 25 3,412,247.56
T &= Intangible assets 26 265,113,204.04
FAkZEH Development expenditures 1,611,487,766.42
KHEHER Long-term prepaid 28 10,504.33
expenses
& ME P 1S R R T Deferred tax assets 29 213,669,657.49
HttERh A= Other non-current assets 30 954,720,517.45
FERBIAHIT Total non-current assets 7,142,974,167.39
A2t Total assets 12,627,043,306.54

100




Semi-Annual Report 2026

AHAEEAGRR (B Consolidated balance sheet (Continued)
e tem e 31 berember 3058
= ARG Current Liabilities
VARELEA Accounts payable 36 134,407,798.36
& E R Contract liabilities 38 67,880,818.01
R BR T 5 B Payroll and employee benefits payable 39 187,264,485.58
R 32 1 2% Taxes payable 40 50,873,900.40
H A [ 4 3 Other payables 41 360,327,524.24
—F R EI BBV IE R h A R Current portion of non-current 43 8,990,459.93
liabilities
Hmsh ks Other current liabilities 44 6,041,815.11
mEp R A it Total current liabilities 815,786,801.63
ERmBN AR Non-current Liabilities:
HERAMR Lease liabilities 47 2,539,557.29
BN EIVARER Long-term payables 48 9,501,468.09
i IE W Deferred income 51 170,746,315.30
B JIE FT 49 A% A 5 Deferred tax liabilities 29
EmpARE It Total non-current liabilities 182,787,340.68
AR & it Total liabilities 998,574,142.31
FrBEENE (KRR ) Owners' (or Shareholders’) Equity:
SR A (3 g A Paid-in capital (or share capital) 53 597,304,969.00
BARRNIR Capital reserve 55 3,533,621,701.64
TR R Less: Treasury share 56 111,168,980.00
Hih R & W@ Other comprehensive income 57 3,063,071.24
BRAR Surplus reserve 59 300,532,645.00
R 5 BoFE Retained earnings 60 7,305,115,757.35
BETFHBRBMEE NG (S Equity attributable to owners of the 11,628,469,164.23
Riz) &1t parent
DB R AN & Non-controlling interests

FraENm (ARANTG) &1t Total owners’ (or shareholders’) equity 11,628,469,164.23

=3

AMRAMFFEENE (R ARMNE)  Total Liabilities and Shareholders’ Equity

AT

12,627,043,306.54

=+

v

NEHEA: W% FESUWIMEATA: G UMW AT A Sl
Legal representative: Wei Chen Chief accountant: Qi Wang Head of accounting Li Zhou

department:

2026 FFEERE /101
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2026F6830H
30 June, 2026

Balance sheet of the parent company

AR HERHILRDBERAE
Prepared by: Gan & Lee Pharmaceuticals.

B mHARM
Unit: RMB

I
MEN R

KhAEE
RBMEEMES

Nz Uy R 4=

57 U2 T 3R

Sz SR T ot %

TS SR
A R R

753

—F AR R R
HAth 7% 5 & 7=
MEEFT G
FERBEF
A 3

KH RN & &

Htt e meh R A~

& E &
TRIRE
ERANE
Popi
F&R S H
BIEFRE M A
HA AR w5 &
FERED A A I
wrE et
P AR A
IVENES

[z 5 K 7R

& R R

8z < BR T 5 Bl
[z 32 7t 2%
HAth M A 7R
—FREHHIER B AR
HoAth 7% 5 9 15

moh e it

3
=)

Iltem

Current Assets:
Cash and cash equivalents

Financial assets held for trading

Notes receivable
Accounts receivable
Financing receivables
Prepayments

Other receivables
Inventories

Non-current assets maturing within one
year

Other current assets

Total current assets
Non-Current Assets:

Debt investments

Long-term equity investments
Other non-current financial assets

Fixed assets
Construction in progress
Right-of-use assets
Intangible assets
Development expenditures
Deferred tax assets
Other non-current assets
Total non-current assets
Total assets
Current Liabilities:
Notes Payable
Accounts payable
Contract liabilities
Payroll and employee benefits payable
Taxes payable
Other payables
Current portion of non-current liabilities
Other current liabilities

Total Current Liabilities

B &

Notes

20254%12H31H
31 December, 2025

2,066,837,764.06
1,401,114,684.93

6,078,174.99
RPN 601,738,094.33
561,084.73
45,463,176.71
+I. 2 3,872,120,164.14
491,253,708.62

324,456,250.00

1,255,209.09
8,810,878,311.60

187,438,589.23

+J. 3 980,445,145.96

68,937,018.25

1,388,114,633.84
40,424,489.36
688,103.98
136,535,478.08
1,077,025,365.83
1,853,154.52
852,955,810.73
4,734,417,789.78
13,545,296,101.38

104,126,617.38
66,328,086.00
168,752,703.39
45,370,824.31
483,782,457.72
1,015,057.25
5,999,275.57
875,375,021.62
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Balance sheet of the parent company (Continued)

=]

JEm Bh i
B & 7 f
ENEIVANEA
5T UL 25
B JE PR 1S B 1R
FEREy AR AT

A=Ay

FREENE (R AN :
S U 7 (B8 AR A9)
BARNR
W EEFER
BRAR
Ko EHE

FrEE NG (XK AN D) & it

AERMAAEENE (HRANE) &

ltem
Non-current Liabilities:
Lease liability
Long-term payable
Deferred income
Deferred tax liabilities
Total non-current liabilities
Total liabilities
Owners' (or Shareholders’) Equity:
Paid-in capital (or share capital)
Capital reserve
Less: Treasury shares
Surplus reserve
Retained earnings

Total owners' (or shareholders’)
equity

Total Liabilities and Shareholders’

[Sp=3
Notes

it Equity
NBHEAN: PR 5 FESWIMERTEA: T
Legal representative: Wei Chen Chief accountant: Qi Wang

2025%12H31H

31 December, 2025

191,134.42
2,632,381.24
43,019,619.97

45,843,135.63
921,218,157.25

597,304,969.00

3,533,620,941.47
111,168,980.00

300,532,645.00
8,303,788,368.66
12,624,077,944.13

13,545,296,101.38

UM HAZTE A A i

Head of accounting
department:

Li Zhou

2026 FFFERE /103
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2026F1—-68
From January to June 2026

Consolidated income statement

FRIBMHZTAHURNDERLET
Prepared by: Gan & Lee Pharmaceuticals.

mE

Dt

NIFSY PN
Heop: Bk A
Ak = B A
Ho: Zdlpl A
Bt K M0
BERA
EEEA

~

il

~

& %
e T
e Ef
8 7 i (R DL
S 5))
ARPHEZHIRE R
5L~ S )

ERRER K (RKLL
=" SIET)

EFRER S (BRL
=" SIRT)

BB W E (RKLL
=" SIRT)

=, BUFE(GHRU TS
=)
m: Edk SN

V= ]
HGEEE (SR EH U
‘=" SIET)

B PR B 8R A
. AFEGESHRUS
E=F)

(DEZEFSEDE

LEaggsME(asiHR
L= S 1A 51)

222 EHFECESH
L S 5))

Iltem

|. Total Operating Revenue

Including: Operating revenue

II. Operating cost

Including: Operating cost
Taxes and surcharges
Selling expenses

General and administrative
expenses

R&D expenses
Financial expenses
Add: Other income

Income from investments (loss
expressed with "-")

Income from changes in fair value
(loss expressed with "=")

Credit impairment losses (loss
expressed with "-")

Asset impairment losses (loss
expressed with "-")

Income from disposal of assets (loss
expressed with "-")

IIl. Operating profit (loss expressed with
"

Add: Non-operating revenue
Less: Non-operating expenses

IV. Total Profit (loss expressed with "-")

Less: Income tax expense

V. Net profit (net loss expressed with "-")

(I) Classification by business continuity

1. Net profit from continuing operations
(loss expressed with "=")

2.Net profit from discontinued
operations (loss expressed with "-")

M E

Notes

61

61

62
63
64

65
66
67
68

70

71

72

73

74
75

104

B MM ARM
Unit: RMB

2025F FFE

2025 semi-annual
2,066,795,642.77

2,066,795,642.77
1,515,608,273.35
490,877,014.62
18,657,751.86
656,481,754.37
134,027,579.04

264,523,560.46
-48,959,387.00
9,513,575.34
7,078,197.36

64,965,330.59

-1,157,683.72

18,215.12

631,605,004.11

61,996,279.54
2,580,268.68
691,021,014.97

87,340,442.49
603,680,572.48

603,680,572.48
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Consolidated income statement (Continued)

i
(D) ZAmENAR D %
LABTHRBRANA
A CES ML =" S1EF)

08B ARBRE (FTIRIU
=" S1E )

N HMEEWRENRER
i

(DRAEBRIMBEEN
Hth s 5 W m i /5 % 3

1. TREEDLEHRTEHE
e =l

2. RENXHAMmAVHEM
SZalm

DTS /REFTEER

(DVNPRABFLEHBRARNE
s a W mIBEE R

t. SakEE;

(DHAETERAMEBEE
& E IR S

(D)VRABT L HBRARB LR
B E S

. BRWE:
(D EEXERKE(T/K)

(D) mBEsKRY=m(T/K)

Iltem

(I) Classification by ownership

1. Net profits attributable to
shareholders of the parent (net loss
expressed with "-")

2. Minority profits and losses (net
loss expressed with "=")

VI. Net amount after tax of other
comprehensive income

() Net amount after tax of other
comprehensive income attributable
to owners of the parent Company

1. Other comprehensive income
that cannot be reclassified into
profits/losses

2.0ther comprehensive income
to be reclassified into gains/losses

(1) Exchange differences from
translation of foreign currency
financial statements

(II) Net amount after tax of other
comprehensive income attributable
to minority shareholders

VII. Total Comprehensive Income

() Total comprehensive income
attributable to owners of the parent
Company

(I) Total comprehensive
income attributable to minority
shareholders

VIIl. Earnings Per Share:

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

(I) Diluted earnings per share
(RMB per share)

Mt 2025F FFE
Notes 2025 semi-annual

603,680,572.48

-21,049.12

-21,049.12

-21,049.12

-21,049.12

603,659,523.36

603,659,523.36

1.02

1.02

FARER—IZH TRV EHB, ®
BHATEEHIEWNAFE R 0
70, EEREH AR AFE A

_ was RMB 0.
07T o
NEATE A 5 FERWTIERT A
Legal representative: Wei Chen Chief accountant:

As for business merger under the same control in the current
period, the net profit generated by the merged party before the
merge was RMB 0, and that generated during the previous period

T SIHBERE A GG
. Head of accounting '
Qi Wang department: Li Zhou
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2026 1—-68
From January to June 2026

Income statement of the parent company

FEHRUHFHULRDBERELRT

Bl MHART

Prepared by: Gan & Lee Pharmaceuticals. Unit: RMB
A tem l\llﬁgtlfs 202222?;??
—. BlEA I. Operating Revenue +Ju. 4 1,978,659,222.90
= AN Less: Operating cost +J. 4 434,530,798.28
T K& Mm Taxes and surcharges 12,227,893.36
HEHH Selling expenses 625,562,475.86
EIERA General and administrative 98,644,038.52
expenses

ot & 2% A R&D expense 204,467,457.39
%5 2 Financial expense 47,899,146.49
o HAb s Add: Other income 7,342,251.54
R Rk L= Investment income (loss +J.5 7,078,197.36

=41 51)) expressed with "-")

NN EEDE (R
KLL="SHT)

ERRER K (FRKLL
=7 SIET))

BB ER R (BRL
T S1ETl)

AP E W (BR L
“7S1E5)

L BURE GRS
E=F)
m: gk NN

V=2 ]

S HMBEEIGEREFU
‘=" SIHF)
PRS2 A
M. &#FECGESRL S
E=51)
(D) BoagsiE (5
B =" ST
. HGEaRaEnfiES

i
N EEREEH

Income from changes in fair
value (loss expressed with "-")

Credit impairment losses (loss
expressed with "-")

Assets impairment losses (loss
expressed with "-")

Income from disposal of assets
(loss expressed with "-")

II. Operating profit (loss expressed with
"

Add: Non-operating revenue

Less: Non-operating expenses

IIl. Total profit (Total loss expressed
with "=")

Less: Income tax expense

IV. Net profit (Net loss expressed with
n_n

(I) Net profit from continuing
operations (Net loss expressed with
"y
V. Net amount after tax of other
comprehensive income

VI. Total comprehensive income

64,965,330.59

-1,409,522.63

729,101,962.84

61,860,923.92
2,566,760.64

788,396,126.12

101,173,120.56
687,223,005.56

687,223,005.56

687,223,005.56

RNBHTEA: W FERUIMFRTA. B =B AT A B

Head of accounting

department: Li Zhou

Legal representative: Wei Chen Chief accountant: Qi Wang
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Consolidated cash flow statement
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Prepared by: Gan & Lee Pharmaceuticals.
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I. Cash flows from operating
activities:

Cash received from the sale
of goods and the rendering of
services

Receipts of tax refund

Other cash receipts in relation
to operating activities

Subtotal of cash inflows from
operating activities

Cash paid for purchase of
goods and services

Cash paid to and for employees

Cash paid for taxes

Cash paid relating to other
operating activities

Subtotal of cash outflows from
operating activities

Net cash flow from operating
activities

IIl. Cash flows from investing
activities:

Cash received from disposal of
investment

Cash received from investment
income

Net proceeds from disposal of
fixed assets, intangible assets,
and other long-term assets

Subtotal of cash inflows from
investing activities

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

Cash paid for investment

Subtotal of cash outflows from
investment activities

Net cash flow from investing
activities

B F
Notes

78

78

Semi-Annual Report 2026

BT mHARD
Unit: RMB

2005F ¥ FE
2025 semi-annual

1,844,216,752.72

44,572,971.90
70,666,424.64

1,959,456,149.26

528,571,696.50

529,804,354.61

187,711,333.93
464,818,522.13

1,710,905,907.17

248,550,242.09

3,100,430,270.00

55,644,592.68

18,056.00

3,156,092,918.68

366,970,304.43

2,259,069,011.67
2,626,039,316.10

530,053,602.58
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) Consolidated cash flow statement (Continued)

b £
=i Item Notes
= ERBFHEEMMER NI Cash flows from financing
2 activities:

I U 5 2% W 5 89 TR <& Cash received from 78
absorbing investment
WEHMSEREDNEX Received other cash related 78
B % to financing activities
FER G oI E |/ NNIT Subtotal of cash inflows
from financing activities
D ECREF o FE SR AT A Cash paid for dividend and
. profit distribution or interest
B E payment
TNEMEFHEDE X Other cash payments 78
B S related to financing activities
FEHREI T ML /NI Subtotal of cash outflows
from financing activities
ERENTFENNERE Net cash flow from financing
& R activities
CLCETHMUMERME IV Effect of exchange rate
= oA changes on cash and cash
equivalents
. MERAESENYEE V. Netincrease in cash and
ik cash equivalents
m: BN RREEN Add: Opening balance of
p g
)% 5 cash and cash equivalents
A HERAESKUWEENY VI Closing balance of cash and
B cash equivalents
NEHRTEAN: W 45 FESUHIEATRA: £
Legal representative: Wei Chen Chief accountant: Qi Wang

108

2005F ¥ FE
2025 semi-annual

597,525,269.00

135,819,147.07

733,344,416.07

-733,344,416.07

3,302,350.07

48,561,778.67

260,055,136.76

308,616,915.43

=MW RTEA:

Head of accounting
department:

B0

Li Zhou
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Cash flow statement of the parent company

FHl R BFEAHUVROHBRATE
Prepared by: Gan & Lee Pharmaceuticals.
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BRI RANRIZN
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B =
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ekl
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I. Cash flows from operating
activities:

Cash received from the sale
of goods and the rendering of
services

Cash received relating to
other operating activities

Subtotal of cash inflows
from operating activities

Cash paid for purchase of
goods and services

Cash paid to and for
employees

Cash paid for taxes

Cash paid relating to other
operating activities

Subtotal of cash outflows
from operating activities

Net cash flow from
operating activities

II. Cash flows from investing
activities:

Cash received from disposal
of investment

Cash received from
investment income

Net proceeds from disposal
of fixed assets, intangible
assets and other long-term
assets

Cash received relating to
other investing activities

Subtotal of cash inflows
from investing activities

Unit: RMB
Mt 2025F FFE
Notes 2025 semi-annual

1,751,637,692.04

66,424,934.07

1,818,062,626.11

337,881,202.35

420,566,285.99

179,538,816.02

458,396,692.62

1,396,382,996.98

421,679,629.13

3,100,430,270.00

55,644,592.68

18,056.00

171,587,125.96

3,327,680,044.64
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BREPERER (B)

ip=d
mA Item ngtes
BMREEHE™. TER Cash paid for purchase and
= 1¢ HE 2 —+ 4 7 construction of fixed assets,
ARMKBRTZAORNE intangible assets, and other
long-term assets
REZMAHIME Cash paid for investment
N FABIRHEME LS Net cash received from
GBI S e AR subsidiaries and other
EEA R 2okl business units
THHEMEEREDEX Cash paid relating to other
H I % investing activities
®HEEDIE ML /NI Subtotal of cash outflows
from investing activities
BRGHTFENNERE Net cash flow from investing
a5 activities
= ERFHEENMER 1L Cash flows from financing
82 activities:
WEIHEMSERENEX Other cash receipts related
R to financing activities
FERE I T |MNNIT Subtotal of cash inflows
from financing activities
DEERF . FIEIE N F Cash paid for dividend and
p
o+ 1 T profit distribution or interest
BN E payment
TNHEMESFHEIA X Other cash payments
I % related to financing activities
FERGHIE ME NIt Subtotal of cash outflows
from financing activities
ERFoIEENIERE Net cash flow from financing
3 activities
CCERTHMERIME V. Effect of foreign exchange
LA rate changes on cash and cash
equivalents
E.HERAEENY S V. Netincrease in cash and
N &5 cash equivalents
m: BMYRERREEN Add: Opening balance of
) % 5 cash and cash equivalents
N, BXRBMEREENY VI Closing balance of cash and
B cash equivalents
AN s 5 FESHIERTEA: £
Legal representative:  Wei Chen Chief accountant: Qi Wang
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Cash flow statement of the parent company (Continued)

20205F ¥ FE
2025 semi-annual

82,532,371.37

2,319,734,868.12

557,049,000.00

2,959,316,239.49

368,363,805.15

597,525,269.00

135,276,701.55

732,801,970.55

-732,801,970.55

2,503,015.41

59,744,479.14

226,440,829.54

286,185,308.68

=MW RZTE AL

Head of accounting
department:

Am

Li Zhou
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Basic information of the company
Company overview

Registered address, organizational form and headquarter
address of the Company

Gan & Lee Pharmaceuticals. (hereinafter referred to as the
"Company" or "the Company") formerly known as Beijing Gan
& Lee Biotechnology Co., Ltd., established on June 17, 1998. It
is a limited liability company registered in Beijing, China. It was
jointly funded by Zhongru Gan, Yiru Gan, and Xiru Gan, and was
restructured as a joint stock limited company on September 13,
2012. The Company was listed in Shanghai Stock Exchange on
June 29, 2020, and now holds a business license with Unified
Social Credit Identifier of 91110000102382249M.

After all the years of bonus shares, placing of new shares,
conversion of capital and issuance of new shares,up to Jun 30,
2026, the Company has issued a total number of 597,304,969
shares of capital stock, with a registered capital of RMB
597,304,969. Registered address is No. 8 Nanfeng West 1st
Street, Huoxian, Tongzhou District, Beijing. Headquarter address
is No. 8 Nanfeng West 1st Street, Huoxian, Tongzhou District,
Beijing. The actual controller is Zhongru Gan.

Business type and main business activities of the Company

The Company belongs to the pharmaceutical manufacturing
industry, principally engages in R&D, production and sales of
insulin analogue APIs and preparations. The main products of
the Company include several insulin analogues and human
insulin, namely Long-acting Glargine Injection (Basalin®), Fast-
acting Lispro Injection (Prandilin®), Mixed Protamine Zinc Lispro
Injection (25R) (Prandilin®25), Fast-acting Aspart Injection
(Raplin®), Aspart 30 injection (Raplin®30), Mixed Protamine
Human Insulin Injection (30R) (Similin®30).

Approval of the financial statements

This financial statements have been approved for disclosure by
the Board of Directors of the Company on August 24, 2026.
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Basis of preparation of financial statements
Basis of preparation

The financial statements of the Company are prepared on a going
concern basis.

Going concern

The financial statements of the Company are prepared on a
going concern basis. The Company prepares financial statements
on the basis of transactions and events that have actually
occurred and are recognized and measured in accordance
with the "Accounting Standards for Business Enterprises -
Basic Standards", specific accounting standards for business
enterprises, application guidelines for accounting standards
for business enterprises, interpretations of accounting
standards for business enterprises and other related provisions
(collectively referred to as "Accounting Standards for Business
Enterprises") issued by the Ministry of Finance, and on this
basis, in conjunction with the provisions of the China Securities
Regulatory Commission's "General Provisions on Financial
Reporting, No. 15 of the Rules Governing Disclosure of
Information by Companies Issuing Public Securities" (revised in
2023).
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Principal accounting policies and accounting
estimates

Reminders on specific accounting policies and accounting
estimates:

The Company determines specific accounting policies and
accounting estimates based on actual production and operating
characteristics, which are mainly reflected in the methods of
accruing expected credit losses on accounts receivable amounts
(see Note (I1V)/ (13) Accounts receivable), the valuation methods
of inventories (see Note (1V)/ (15) Inventory), depreciation of fixed
assets and amortization of intangible assets (see Note (1V)/ (17)
Fixed Assets and Note (1V)/ (19) Intangible Assets), and the timing
of revenue recognition (Note (I1V)/ (26) Revenue).

The Company evaluates the critical accounting estimates and
key assumptions used on an ongoing basis, based on historical
experience and other factors, including reasonable expectations
of future events. Significant changes in the following critical
accounting estimates and key assumptions could result in a
material impact on the carrying amounts of assets and liabilities
in subsequent fiscal years:

Expected credit losses on accounts receivable

The Company calculates expected credit losses on accounts
receivable by using the exposure to default on accounts
receivable and the expected credit loss rate, and determines
the expected credit loss rate based on the probability of default
and the default loss rate. In determining the expected credit
loss rate, the Company uses data such as internal historical
credit loss experience and adjusts historical data by taking into
account current conditions and forward-looking information,
and in considering forward-looking information adjusts historical
data. In considering forward-looking information, the Company
uses indicators such as the risk of economic downturns, changes
in external market conditions and customer situations. The
Company regularly monitors and reviews assumptions related to
the calculation of expected credit losses.

Estimation of inventory impairment

In accordance with the Company's inventory accounting policy,
inventories are measured at the lower of cost or net realizable value,
and a provision for inventory write-downs is made for inventories
with cost higher than net realizable value and for obsolete, near-
expired and expired inventories. The impairment of inventories to
net realizable value is based on an assessment of the marketability
of inventories and their net realizable value. The identification of
inventory impairment requires management to make judgments and
estimates based on obtaining conclusive evidence and considering
factors such as the purpose for which the inventory is held and
the impact of post-balance sheet events. Differences between
actual results and original estimates will affect the carrying value of
inventories and the provision for impairment or reversal of inventories
in the period in which the estimates are changed.
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Depreciation and amortization

The Company depreciates and amortizes fixed assets and
intangible assets on a straight-line basis over their useful
lives, taking into account their residual values. The Company
periodically reviews useful lives to determine the amount of
depreciation and amortization expense to be charged to each
year, and useful lives are determined based on the Company's
historical experience with similar assets and in conjunction with
anticipated technological updates. Depreciation and amortization
expense is adjusted in future periods if there are significant
changes in previous estimates.

Deferred income tax assets and deferred income tax liabilities

The Company recognizes deferred tax assets for all unused tax
losses to the extent that it is probable that sufficient taxable
profit will be available to offset the losses. This requires
the Company's management to use significant judgment in
estimating the timing and amount of future taxable profit,
combined with tax planning strategies, to determine the amount
of deferred tax assets to be recognized.

Statement of compliance of ASBES

The financial statements have been prepared in accordance
with the requirements of Accounting Standards for Business
Enterprises, which truly and completely reflect the Company's
financial status, operating results, changes in shareholders'
equity, cash flow and other relevant information during the
reporting period.

Accounting period

The Company's accounting year is from January 1st to December
31st of each calendar year.

Operating cycle

The Company's operating cycle is from January 1st to December
31st of each calendar year.

Recording currency

The Company's recording currency is RMB. The recording
currencies of the Company’s overseas subsidiaries are
determined based on the currency of the primary economic
environment in which they operate. The currency used in the
preparation of these financial statements is RMB.
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5. BEEMREWESENZEREKIE 5 Methodology for determining materiality criteria and basis
for selection

B Item EE%TE Materiality criteria
KEBEZEWNMWF  Significant receivable write- BEIZE A SN WK Individual write-offs amounting to more than
A% 5 offs during the period S£TM5% L FASEH AT 5% of the accounts receivable balance and
HA SR & 72 2 EAY0.1% amounting to more than 0.1% of total assets

at the end of the period

MKiS BT 1ER$  Prepayments aged over BN S B 1EMTR{T R Prepayments individually aged over 1 year
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1 year and significant in
amount

Accounts payable aged
over one year and
significant in amount

Other payables aged over
one year and significant in
amount

Significant construction in
progress

Significant capitalised R&D
projects

Significant joint ventures or
associates
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#90.1%
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B ETE AR R ED
R BEA0.5%
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represent more than 5% of the balance of
prepayments and are greater than 0.1% of
total assets at the end of the period

Accounts payable with an age of more than
1 year account for more than 5% of the
balance of accounts payable and the amount
is greater than 0.1% of the total assets at the
end of the period.

Other accounts payable with an age of more
than one year accounted for more than 5% of
the balance of other accounts payable, and
the amount is greater than 0.1% of the total
assets at the end of the period.

The closing balance of a single construction-
in-progress project exceeds 0.5% of total
assets at the end of the period

Closing balance of individual R&D projects
exceeds 0.5% of total assets

Carrying amount of an individual long-
term equity investment in a joint venture or
associate exceeds 5% of total assets at the
end of the period
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Accounting treatment of mergers of enterprises under or
not under common control

Multiple transactions are accounted for as a package when the
terms, conditions and economic effects of each transaction in the
course of a step-by-step realization of a business combination
meet one or more of the following conditions.

The transactions are made simultaneously or with

consideration of each other's influence.

Only when the transactions are as a whole can they achieve a

The occurrence of a transaction depends on the occurrence of

(D
(2)
complete business outcome.
3)
at least one of others.
4)

A transaction considered alone is uneconomic, but it is

economic when considered together with others.
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Mergers of enterprises under common control

In a business combination, assets and liabilities are valued at
the carrying value of the party being acquired, including any
resulting goodwill, as reported in the consolidated financial
statements at the date of the combination. The book value of
net assets acquired in a merger is compared to the book value
of the merger consideration paid (or the total par value of the
shares issued). Any difference is adjusted to the equity premium
in capital surplus. If the equity premium in capital surplus is
not enough to offset the difference, the retained earnings are
adjusted accordingly.

If there is a contingent consideration that requires recognition
of a projected liability or asset, adjust the difference between
the projected liability or asset and the subsequent settlement of
the contingent consideration to capital surplus (capital premium
or equity premium), or to retained earnings if capital surplus is

insufficient.

For business combinations achieved through multiple
transactions, each transaction is accounted for as a single
transaction for the acquisition of control if they are part of a
package deal. If they are not part of a package deal, on the
date of the acquisition of control, the difference between the
initial investment cost of the long-term equity investment and
the sum of the book value of the long-term equity investment
before reaching the merger plus the book value of the new
consideration paid for the further acquisition of shares on the
date of the merger adjusts the capital surplus. If the capital
surplus is insufficient to cover the difference, retained earnings
are adjusted. For equity investments held before consolidation,
any other comprehensive income resulting from adopting
the equity method of accounting or financial instrument
recognition and measurement guidelines is not accounted for
until the investment is disposed of using the same basis as the
investee unit's direct disposal of related assets or liabilities.
Other comprehensive income recognized in the net assets of
the investee unit due to the adoption of the equity method
of accounting, excluding net gain or loss, changes in equity
other than net profit or loss, other comprehensive income, and
profit distribution, are not accounted for until the investment
is disposed of and transferred to profit or loss for the current
period.

Mergers of enterprises not under common control

The acquisition date is the date on which the Company actually
obtains control of the acquire, i.e., the date on which control of
the acquiree's net assets or production and operating decisions
is transferred to the Company. The Company generally considers
that the transfer of control is achieved when all the following
conditions are met:

(1) The business combination contract or agreement has been
approved by the Company's internal authority.
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(2)  If the matter of business combination requires the approval
of the relevant state authorities, such approval has been
obtained.

(3)  The necessary procedures for the transfer of property rights
have been carried out.

(4)  The Company has paid the majority of the consideration for
acquisition and has the ability and plan to pay the remaining
amount.

(5)  The Company has effectively controlled the financial
and operating policies of the acquiree, and enjoys the
corresponding benefits and bears the corresponding risks.

The Company measures assets given and liabilities incurred or
assumed as consideration for a business combination at fair value,
The difference between the fair value and the carrying amount is
recognized in profit or loss for the current period.

The difference between the combination cost and the fair value
of the identifiable net assets of the acquiree obtained in the
combination is recognized as goodwill. The difference between
the combination cost less than the fair value of the identifiable
net assets of the acquiree obtained in the combination is
included in the profit or loss upon review for the current
reporting period.

For mergers of enterprises not under common control realised
by multiple exchange transactions, if the transaction is a package
deal, each transaction is accounted for as a transaction to obtain
control. If it is not a package deal, and the equity investment
held before the acquisition date is accounted for using the
equity method, the sum of the carrying amount of the equity
investment held in the acquiree before the purchase date and
the new investment cost on the acquisition date is taken as the
initial investment cost of the investment. Other comprehensive
income recognized by the equity method for equity investment
held before the merger date is accounted for on the same basis
as the investee directly disposes of related assets or liabilities.
If the equity investment held before the acquisition date is
accounted for using the financial instrument recognition and
measurement criteria, the sum of the fair value of the equity
investment on the combination date plus the new investment
cost is taken as the initial investment cost on the acquisition
date. The difference between the fair value of the original equity
interest and the carrying amount and the accumulative changes
in fair value originally included in other comprehensive income
shall be transferred to the current investment income on the
acquisition date.
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Related expenses incurred for the combination

The audit fee, legal service fee, assessment and consulting
expenses and other directly related expenses incurred for
the business combination are recognized in current profit or
loss during the period incurred. Transaction costs for equity
securities issued for the business combination are deducted
from equity if they are directly attributable to the equity
transaction.

Criteria for determining control and presentation of
the consolidated financial statements

Criteria for determining control

The scope of consolidation for the consolidated financial
statements is determined based on control. Control refers to the
Company's power over the investee. From the participation in
the activities of the investee, variable returns can be obtained,
of which the Company is able to use its power to affect the level
of those returns. The Company reviews its assessment of control
when changes in relevant facts and circumstances affect the
elements that define control.

In determining whether to include a structured entity in the
consolidated financial statements, the Company evaluates
whether it controls the structured entity based on a combination
of all the facts and circumstances, including an assessment of
the purpose and design for which the structured entity was
established, the identification of the types of variable returns,
and whether the Company assumes some or all of the variability
of returns through its participation in the related activities, etc.

Preparation of consolidated financial statements
(1) Scope of consolidation

The scope of combination of the Company's consolidated
financial statements is determined based on control, and
all subsidiaries (including separate entities controlled by the
Company) are included in the combined financial statements.

(2)  Consolidation procedure

The Company prepares consolidated financial statements based on
the financial statements of the Company and its subsidiaries, and
other relevant information. The Company prepares the consolidated
financial statements to reflect the financial position, operating results
and cash flows of the enterprise group as a whole by considering the
entire enterprise group as a single accounting entity in accordance
with the recognition, measurement and presentation requirements of
the Accounting Standards for Business Enterprises and in accordance
with unified accounting policies.
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The accounting policies and accounting periods adopted by
all subsidiaries included in the scope of consolidation of the
consolidated financial statements are consistent with the
Company. If the accounting policies and accounting periods
adopted by the subsidiaries are inconsistent with the Company,
the Company will make necessary adjustments to the accounting
policies and accounting periods of subsidiaries in preparing the
consolidated financial statements.

When the financial statements are consolidated, the impact of
internal transactions between the Company and its subsidiaries,
and between subsidiaries on the consolidated statement of
financial position, consolidated income statement, consolidated
cash flow statement and consolidated statement of changes in
shareholders' equity is offset. If the judgment of the consolidated
financial statements of the enterprise group is different from
the recognition of the same transaction by the Company or the
subsidiary as the accounting entity, the transaction is adjusted
from the perspective of the enterprise group.

The share of owner's equity, net profit and loss, and
comprehensive income of the current period attributable to
minority shareholders of a subsidiary are separately listed under
the owner's equity in the consolidated statement of financial
position, the net profit under the consolidated income statement
and under the total comprehensive income. The difference
between the current loss shared by the minority shareholders

of the subsidiary and the minority shareholder's share of the
owner's equity of the subsidiary at the beginning of the period is
eliminated to reduce the minority shareholders' equity.

For a subsidiary acquired under merger of enterprises under
common control, the financial statements are adjusted based
on the carrying amount of its assets and liabilities (including
goodwill resulting from the acquisition of the subsidiary by the
ultimate controlling party) in the financial statements of the
ultimate controlling part.

For subsidiaries acquired from mergers of enterprises not under
common control, the financial statements are adjusted based
on the fair value of the identifiable net assets at the acquisition
date.

1) Increase in subsidiaries or business

During the report period, if the Company increased subsidiaries
or business from mergers of enterprises under common control,
then the opening balance of the consolidated statement of
financial position should be adjusted. The revenue, expense and
profit from the combinations of the subsidiaries and business
from the beginning of the current year to the end of the
reporting period shall be included in the consolidated income
statement. Cash flows from the combinations of the subsidiaries
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and business from the beginning of the current year to the end
of the reporting period shall be included in the consolidated cash
flow statement. At the same time, the Company should adjust the
relevant items of the comparative statements and deem that the
reporting entity already exists when the ultimate controller starts
its control.

Where the company can control the investee under common
control from additional investments, it should deem that
parties involved in the combination have adjust at the current
state when the ultimate controller starts its control. Equity
investments held before the company controls the cquire, the
relevant profit and loss recognized during the period from
the later of the date when the company obtains the original
equity and the date when the acquirer and the cquire are under
common control, other comprehensive income and changes in
other net assets shall be used to offset the retained earnings
at the beginning of the year or the current profit and loss in the
period of the comparative statements.

During the report period, if the Company increased subsidiaries
or business from mergers of enterprises not under common
control, then the beginning amount of the consolidated
statement of financial position should not be adjusted. The
revenue, expense and profit from the subsidiaries and business
from the acquisition date to the end of the report period shall be
included in the consolidated income statement. Cash flows from
the subsidiaries and business from the acquisition date to the
end of the reporting period shall be included in the consolidated
cash flow statement.

Where the Company can control the investee not under common
control from additional investments, it shall remeasure equity

of the acquiree held before the acquisition date at the fair

value of such equity on the acquisition date and include the
difference of the fair value and book value in the investment
income in the current year. Where equity of the acquiree held
before the acquisition date involves in other comprehensive
income accounted for under equity method and other

changes in owner's equity other than net profit and loss, other
comprehensive income and profit distribution, the relevant other
comprehensive income and other changes in owner's equity shall
be transferred to investment income in the current year when
the acquisition date falls in, except for other comprehensive
income from changes arising from remeasurement of net
liabilities or net assets of defined benefit plan.
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2) Disposal of subsidiaries or businesses

@ General treatment

During the reporting period, if the Company disposed
subsidiaries or business, the revenue, expenses and profits from
the subsidiaries or from the beginning of operating period to
date of disposal shall be included in the consolidated income
statement. Cash flows from the combinations of the subsidiaries
and business from the beginning of the year to the disposal date

shall be included in the consolidated cash flow statement.

When the Company losses the control over the original
subsidiary due to disposal of partial equity investments or other
reasons, the remaining equity investments after the disposal will
be remeasured at the fair value at the date of loss of the control.
The difference of total amount of the consideration from disposal
of equities plus the fair value of the remaining equities less the
shares calculated at the original shareholding ratio in net assets
of the original subsidiary which are continuously calculated as
of the acquisition date is included in the investment income of
the period at the loss of control. Other comprehensive income
associated with the original equity investments of the subsidiary
and other changes in owner's equity other than net profit and
loss, other comprehensive income and profit distribution are
transferred into investment income in the current year when
the control is lost, except for other comprehensive income from
changes arising from remeasurement of net liabilities or net

assets of defined benefit plan.
@ Step-by-step disposal of subsidiaries

If the equity investment in a subsidiary is disposed of step by
step through multiple transactions until the loss of control, the
terms, conditions, and economic effects of each transaction to
dispose of the equity investment in the subsidiary satisfy one or
more of the following conditions, which generally indicate that
the multiple transactions should be accounted for as a package
deal:

A. These transactions are concluded simultaneously or under the
consideration of mutual effects.

B. Only when the transactions are as a whole can they achieve a
complete business outcome.

C The occurrence of a transaction depends on the occurrence of
at least one of others.

D. A single transaction is uneconomical, but it is economical when
considered together with others.

If all transactions of the disposal of an equity investment in a
subsidiary until the loss of control is a package transaction,
the Company accounts for each transaction as one transaction
to dispose of a subsidiary and to lose control. However, the
difference between the disposal price and the corresponding
share of the net assets of the subsidiary corresponding to the
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investment disposed of in each case prior to the loss of control
should be recognized in the consolidated financial statements as
other comprehensive income, and should be transferred to the
current profit or loss at the loss of the control.

If the various transactions for the disposal of equity investments
in subsidiaries until the loss of control are not a package
transaction, prior to the loss of control, the accounting treatment
shall be made according to the relevant policies for partial
disposal of equity investments in the subsidiary without losing
control. Upon the loss of the control, accounting treatment shall
be made according to general treatment methods for disposal of

subsidiaries.
3) Purchase of minority interest of subsidiaries

The difference between long-term equity investments newly
acquired by the Company through purchase of minority interest
and the subsidiary's identifiable net assets attributable to the
Company calculated continuously from the acquisition date (or
the combination date) in accordance with the newly increased
shareholding ratio shall be charged against stock premium
within capital reserves in the consolidated statement of
financial position, when stock premium within capital reserves is
insufficient to offset, the retained earnings shall be adjusted.

4) Partial disposal of equity investments in subsidiaries without
losing control

The difference between the proceeds from partial disposal of
equity investments in the subsidiary and the share of identifiable
net assets of the subsidiary attributable to the Company which
are calculated continuously from the acquisition date or the
combination date and which are corresponding to the disposal
of long-term equity investments without losing control shall
be charged against stock premium within capital reserves in
the consolidated statement of financial position. When stock
premium within capital reserves is insufficient to offset, the
retained earnings shall be adjusted.

Classification of Joint Arrangements and Accounting
Treatment for Joint Operations

A joint arrangement is an arrangement of which two or more
parties have joint control. The Company's joint arrangements are
classified into joint operations and joint ventures.

()] Joint Operations

A joint operation is a joint arrangement whereby the Company
has rights to the assets and obligations for the liabilities relating
to the arrangement.

The Company recognizes the following items in relation to its
interest in a joint operation and accounts for them in accordance

with the relevant Accounting Standards for Business Enterprises:

A. Its assets held individually and its share of assets held jointly;
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B. Its liabilities incurred individually and its share of liabilities

incurred jointly;

C. Revenue from the sale of its share of the output arising from
the joint operation;

D. Its share of revenue from the sale of output by the joint
operation;

E. Expenses incurred individually and its share of expenses
incurred by the joint operation.

(2)  Joint Ventures in proportion to its share

A joint venture is a joint arrangement whereby the Company has
rights to the net assets of the arrangement.

The Company accounts for investments in joint ventures
in accordance with the provisions on the equity method of
accounting for long-term equity investments.

Criteria for determining cash and cash equivalents

Cash equivalents are short-term(generally maturing within three
months from the date of purchase), highly liquid investments that
are readily convertible into known amounts of cash and subject
to insignificant risk of changes in value.

Foreign currency transactions and translation of foreign
currency statements

Foreign currency transactions

When the foreign currency business transaction is initially
recognized, it is converted into RMB at the spot exchange rate on
the transaction date.

On the balance sheet date, monetary foreign currency items are
translated at the spot exchange rate on the balance sheet date.
The resulting exchange differences, except for those from foreign
currency special borrowings related to the acquisition and
construction of assets eligible for capitalization that are treated
based on the principle of capitalization of borrowing costs, are
included in the current profit and loss. Non-monetary foreign
currency items measured at historical cost are still translated at
the spot exchange rate on the transaction date without changing
the amount of the book keeping currency.

Non-monetary foreign currency items measured at fair value
are translated using the spot exchange rates at the date when
the fair value is determined. The resulting exchange differences
are recognized in profit or loss as change in fair value. In the
case of non-monetary items that are available for sale in foreign
currencies, the resulting exchange differences are included in
other comprehensive income.
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Translation of Foreign Currency Financial Statements

Assets and liabilities in the balance sheet are translated at the
spot exchange rate prevailing at the balance sheet date. Equity
items other than "retained earnings" are translated at the spot
exchange rates prevailing at the dates when they were initially
recognized. Income and expense items in the income statement
are translated at the spot exchange rates prevailing at the
dates of the transactions. Exchange differences arising from the
translation of foreign currency financial statements as described
above are recognized in other comprehensive income.

Upon disposal of a foreign operation, the cumulative exchange
differences relating to that foreign operation, which are
presented in the other comprehensive income section of the
balance sheet, are reclassified from other comprehensive income
to profit or loss for the period in which the disposal occurs.
In the case of a partial disposal of equity investment or other
events that result in a reduction of the Group's equity interest
in a foreign operation without loss of control over that foreign
operation, the proportionate share of the cumulative exchange
differences relating to the portion disposed of shall be attributed
to non-controlling interests and shall not be reclassified to profit
or loss for the period. In the case of a partial disposal of equity
investment in a foreign operation that is an associate or a joint
venture, the proportionate share of the cumulative exchange
differences relating to that foreign operation shall be reclassified
to profit or loss for the period in proportion to the interest
disposed of.

Financial instruments

A financial asset or a financial liability is recognized when the
Company becomes a party to the contractual provisions of
financial instrument.

The effective interest method is a method of calculating the
amortized cost of a financial asset or financial liability and
of allocating interest income or interest expense to each
accounting period.

The effective interest rate is the rate used to discount the
estimated future cash flows of a financial asset or financial
liability through its expected life to the carrying amount of the
financial asset or the amortized cost of the financial liability. In
determining the effective interest rate, the expected cash flows
are estimated taking into account all contractual terms of the
financial asset or financial liability (such as early repayment,
rollover, call option or other similar options, etc.) without
considering the expected credit losses.

The amortized cost of a financial asset or financial liability is the
cumulative amortization resulting from the initial recognized
amount of the financial asset or financial liability, less the
principal repaid, plus or minus the difference between that
initial recognized amount and the amount due using the
effective interest rate method, then less accumulated provision
for losses (applicable only to financial assets).
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Classification, recognition and measurement of financial assets

The Company classifies its financial assets into the following
three categories based on the business model of the financial
assets under management and the contractual cash flow
characteristics of the financial assets:

(1) Financial assets measured at amortized cost.

(2)  Financial assets measured at fair value and will have their
changes accounted for in other comprehensive income.

(3) Financial assets measured at fair value and will have their
changes accounted for in profit or loss.

Financial assets are measured at fair value at initial recognition,
except for accounts receivable or notes receivable arising from
the sale of goods or provision of services that do not contain a
significant financing component or do not consider a financing
component of less than one year, which are initially measured at
transaction price.

For financial assets measured at fair value and will have their
changes accounted for in profit or loss, the related transaction
costs are recognized directly in profit or loss, and for other
categories of financial assets, the related transaction costs are
recognized in their initial recognition amounts.

The subsequent measurement of a financial asset depends
on its classification, and all related financial assets affected
are reclassified when and only when the Company changes its
business model for managing financial assets.

(1) Financial assets classified as measured at amortized cost

If the contractual terms of a financial asset provide that the cash
flows arising on a specific date are solely payments of principal
and interest based on the outstanding principal amount, and the
business model for managing the financial asset is to collect the
contractual cash flows, the Company classifies the financial asset
as financial assets carried at amortized cost. The Company's
financial assets classified as financial assets carried at amortized
cost include monetary funds, accounts receivable, other
receivables, long-term receivables, debt investments, etc.

The Company recognizes interest income on such financial
assets using the effective interest method, which is subsequently
measured at amortized cost, and any gain or loss arising from
impairment, derecognition or modification of such financial
assets is recognized in profit or loss for the current period. The
Company determines interest income by multiplying the carrying
amount of the financial assets by the effective interest rate,
except for the following situations:

1) For financial assets acquired or originated that are credit
impaired, the Company determines the interest income from
the initial recognition on the basis of the amortized cost of
the financial assets and the effective interest rate adjusted for
credit.
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2) For financial assets acquired or originated that are not credit
impaired but become credit impaired in a subsequent period,
the Company determines interest income in the subsequent
period based on the amortized cost of the financial asset
and the effective interest rate. If the financial instrument is
no longer credit impaired in a subsequent period because
its credit risk has improved, the Company shifts to determine
interest income by multiplying the effective interest rate by the
carrying amount of the financial asset.

2) Financial assets classified as measured at fair value and will
have their changes accounted for in other comprehensive
income

If the contractual terms of a financial asset provide that the only cash
flows arising on a specific date are payments of principal and interest
based on the principal amount outstanding, and the business model
for managing the financial asset is to both collect the contractual cash
flows and sell the financial asset, the Company classifies the financial
asset as a financial asset measured at fair value and will have their
changes accounted for in other comprehensive income.

The Company uses the effective interest rate method to
recognize interest income on such financial assets. Except for
interest income, impairment loss and exchange differences
recognized in profit or loss, the remaining changes in fair
value are recognized in other comprehensive income. When
the financial asset is derecognized, the cumulative gain or
loss previously recognized in other comprehensive income is
transferred from other comprehensive income and recognized in
profit or loss for the period.

Notes receivable and accounts receivable measured at fair
value and will have their changes accounted for in other
comprehensive income are reported as financing receivables,
and other such financial assets are reported as other debt
investments, of which other debt investments maturing within
one year from the balance sheet date are reported as Non-
current assets maturing within one year,and other debt
investments with original maturity of less than one year are
reported as other current assets.

(3)  Financial assets designated as measured at fair value and will
have their changes accounted for in other comprehensive
income

On initial recognition, the Company may irrevocably designate
investments in non-trading equity instruments as financial assets
as measured at fair value and will have their changes accounted
for in other comprehensive income on an individual financial
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asset basis.

Changes in the fair value of such financial assets are
recognized in other comprehensive income and no impairment
allowance is required. Upon derecognition of such financial
assets, the cumulative gain or loss previously recognized
in other comprehensive income is transferred from other
comprehensive income and included in retained earnings.
Dividend income is recognized in profit or loss over the period,
in which the Company holds the investment in this equity
instrument, when the Company's right to receive dividends has
been established, it is probable that the economic benefits
associated with the dividends will flow to the Company, and
the amount of the dividends can be measured reliably. The
Company reports such financial assets under the item of
investment in other equity instruments.

An investment in equity instruments is a financial asset
measured at fair value and will have their changes accounted
for in profit or loss, if it meets one of the following conditions:
it is acquired principally for the purpose of selling in the near
term, it is part of a portfolio of centrally managed identifiable
financial asset instruments at initial recognition and there is
objective evidence of a recent actual pattern of short-term
profit-taking, or it is a derivative (other than meeting the
definition of a financial guarantee contract and derivatives that
are designated as effective hedging instruments).

(4) Financial assets classified as measured at fair value and will
have their changes accounted for in profit or loss

Financial assets that do not qualify for classification as financial
assets at amortized cost, or measured at fair value and will have
their changes accounted for in other comprehensive income
and are not designated as measured at fair value and will have
their changes accounted for other comprehensive income, are
classified as financial assets measured at fair value and will
have their changes accounted for in profit or loss.

The Company uses fair value for the subsequent measurement
of such financial assets and recognizes gains or losses resulting
from changes in fair value, as well as dividend and interest
income related to such financial assets, in profit or loss for the
current period.

The Company presents such financial assets in the items of
financial assets held for trading and other non-current financial
assets according to their liquidity.

(5)  Financial assets designated as financial assets measured at
fair value and will have their changes accounted for in profit
or loss

At initial recognition, the Company may irrevocably designate
a financial asset as a financial asset measured at fair value
and will have their changes accounted for in profit or loss o
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an individual basis in order to eliminate or significantly reduce
accounting mismatches.

If a hybrid contract contains one or more embedded derivatives
and its host contract is not one of the above financial assets, the
Company may designate the whole of it as a financial instrument
measured at fair value and will have their changes accounted for
in profit or loss. The exceptions are as follows:

1) The embedded derivatives do not materially change the
cash flows of the hybrid contract.

2) When firstly determining whether a similar hybrid contract
requires a spin-off, little analysis is required to clarify that
the embedded derivatives it contain s should not be spun
off. If an embedded loan has an early repayment right that
allows the holder to repay the loan early at an amount
close to amortized cost, the early repayment right does
not require a spin-off.

The Company uses fair value for the subsequent measurement
of such financial assets and recognizes gains or losses resulting
from changes in fair value, as well as dividend and interest
income related to such financial assets, in profit or loss for the
current period.

The Company presents such financial assets under the line
items of financial assets held for trading and other non-current
financial assets according to their liquidity.

Classification, recognition and measurement of financial
liabilities

The Company classifies a financial instrument or its components
as financial liabilities or equity instruments at initial recognition
based on the contractual terms of the financial instrument
issued and the economic substance reflected therein, rather
than solely in legal form, in conjunction with the definitions of
financial liabilities and equity instruments. Financial liabilities
are classified at initial recognition as follows: financial liabilities
measured at fair value and will have their changes accounted
for in profit or loss, other financial liabilities, and derivatives
designated as effective hedging instruments.

Financial liabilities are measured at fair value at initial
recognition. For financial liabilities measured at fair value and
will have their changes accounted for in profit or loss, the related
transaction costs are recognized directly in profit or loss. For
other categories of financial liabilities, the related transaction
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costs are recognized in the initial recognition amount.

The subsequent measurement of a financial liability depends on
its classification:

(1) Financial liabilities measured at fair value and will have their
changes accounted for in profit or loss

Such financial liabilities include financial liabilities held for trading
(including derivatives that are financial liabilities) and financial
liabilities designated as measured at fair value and will have their
changes accounted for in profit or loss on initial recognition.

A financial liability is classified as a financial liability held for
trading if one of the following conditions is met: the financial
liability is assumed primarily for the purpose of selling or
repurchasing in the near future, it is part of a portfolio of
centrally managed identifiable financial instruments and there
is objective evidence that the enterprise has recently adopted
a pattern of short-term profit-taking, or it is a derivative
instrument, except for derivatives that are designated and
are effective hedging instruments, derivatives that qualify as
financial guarantee contracts exceptions. Financial liabilities for
trading (including derivatives that are financial liabilities) are
subsequently measured at fair value, with all changes in fair
value recognized in profit or loss, except those related to hedge
accounting.

At initial recognition, for the purpose of providing more relevant
accounting information, the Company irrevocably designates
financial liabilities measured at fair value and will have their
changes accounted for in profit or loss if they meet one of the
following conditions:

1) Be able to eliminate or significantly reduce accounting
mismatches.

2) The management and performance evaluation of a portfolio of
financial liabilities or a portfolio of financial assets and financial
liabilities is performed on a fair value basis in accordance
with the enterprise risk management or investment strategy
set forth in formal written documents and reported to key
management personnel on this basis within the enterprise.

The Company uses fair value for the subsequent measurement
of such financial liabilities and recognizes changes in fair value
in profit or loss, except for those arising from changes in the
Company's own credit risk, which are recognized in other
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comprehensive income. The Company recognizes all changes in
fair value (including the amount of the effect of changes in its
own credit risk) in profit or loss unless the inclusion of changes in
fair value in other comprehensive income would create or enlarge
an accounting mismatch in profit or loss.

(2)  Other financial liabilities

Except for the following items, the Company classifies financial
liabilities as financial liabilities measured at amortized cost,
and applies the effective interest rate method to such financial
liabilities, which are subsequently measured at amortized cost,
with gains or losses arising from derecognition or amortization

recognized in profit or loss for the current period:

1) Financial liabilities measured at fair value and will have their
changes accounted for in profit or loss.

2) Financial liabilities arising from the transfer of financial assets
that do not qualify for derecognition or continue to be involved
in the transferred financial assets.

3) Financial guarantee contracts that do not fall into the first two
categories of this article, and loan commitments to lend at
below-market interest rates that do not fall into category 1) of
this article.

A financial guarantee contract is a contract that requires the
issuer to pay a specified amount to the contract holder who
has suffered a loss when a specified debtor is unable to pay its
debt when due in accordance with the terms of the original Ol
modified debt instrument. Financial guarantee contracts that
are not financial liabilities designated as at fair value through
profit or loss are measured after initial recognition at the higher
of the amount of the allowance for loss and the amount initially
recognized, less accumulated amortization over the guarantee
period.

Derecognition of financial assets and financial liabilities

(1) A financial asset is written off from its accounts and balance
sheet when it meets one of the following conditions:

1) The contractual rights to receive cash flows from the
financial asset are terminated.

2) The financial asset is transferred and the transfer satisfies
the requirements for derecognition of financial assets.
(2)  Conditions for derecognition of financial liabilities

A financial liability (or a portion thereof) is derecognized when
the present obligation of the financial liability (or a portion
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thereof) is discharged.

If an agreement is entered into between the Company and the
lender to replace an original financial liability by assuming a new
financial liability, and the contractual terms of the new financial
liability are materially different from those of the original financial
liability, or if the contractual terms of the original financial
liability (or part thereof) are materially modified, the original
financial liability is derecognized and a new financial liability is
recognized at the same time, and the difference between the
carrying amount and the consideration paid (including the non-
cash assets transferred or the difference between the carrying
amount and the consideration paid (including the non-cash
assets transferred or liabilities assumed) is recognized in profit
or loss for the current period.

If the Company repurchases a portion of a financial liability, the
carrying amount of the financial liability as a whole is allocated
according to the proportion of the respective fair values of the
continuing recognized portion and the derecognized portion
to the fair value of the whole at the date of repurchase. The
difference between the carrying amount allocated to the
derecognized portion and the consideration paid (including the
non-cash assets transferred or liabilities assumed) should be
recognized in profit or loss for the current period.

Recognition basis and measurement method for transfer of
financial assets

When a transfer of financial assets occurs, the Company
assesses the extent to which it retains the risks and rewards of
ownership of the financial assets and treats them separately as
follows:

(1) If all the risks and rewards of ownership of a financial asset are
substantially transferred, the financial asset is derecognized,
and the rights and obligations arising from or retained in the
transfer are recognized separately as assets or liabilities.

(2)  If all the risks and rewards of ownership of a financial asset
are substantially retained, the financial asset continues to be
recognized.

(3)  If all the risks and rewards of ownership of a financial asset
are neither substantially transferred nor retained (i.e, in cases
other than those in (1) and (2) of this Article), the financial asset
is treated as follows, depending on whether control over the
financial asset is retained:

1) If control over the financial asset is not retained, the financial

asset is derecognized, and the rights and obligations arising
from or retained in the transfer are recognized separately as
assets or liabilities.

2) If control over the financial asset is retained, the financial

asset is recognized to the extent of its continuing involvement
in the transferred financial asset and the related liability i
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recognized accordingly. The degree of continuing involvement
in the transferred financial asset is the extent to which the
Company bears the risk or reward of changes in the value of
the transferred financial asset.

In determining whether a transfer of financial assets meets
the above conditions for derecognition of financial assets,
the principle of substance over form is applied, The Company
distinguishes between transfers of financial assets as a whole
and partial transfers of financial assets.

(D

)

2)

)

)

2)

If a transfer of a financial asset as a whole meets the
derecognition condition, the difference between the following
two amounts is recognized in profit or loss:

The carrying amount of the transferred financial asset at
the date of derecognition.

The sum of the consideration received for the transfer
of the financial asset and the amount of the cumulative
amount of changes in fair value recognized directly in
other comprehensive income (the transferred financial
asset is a financial asset measured at fair value through
other comprehensive income).

If a portion of a financial asset is transferred and the
transferred portion as a whole meets the derecognition
condition, the carrying amount of the financial asset as a whole
before the transfer is apportioned between the derecognized
portion and the continuing recognized portion (in which
case the retained service asset shall be treated as part of
the contimuing recognized financial asset) according to their
respective relative fair values at the date of transfer, and the
difference between the following two amounts is recognized in
current period's profit or loss:

The carrying amount of the derecognized portion at the
date of derecognition.

The sum of the consideration received for the
derecognition portion and the amount corresponding
to the derecognition portion of the cumulative amount
of changes in fair value previously recognized in other
comprehensive income (financial assets involved in the
transfer are financial assets at fair value through other
comprehensive income).

If the transfer of a financial asset does not meet the
derecognition condition, the financial asset continues
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to be recognized and the consideration received is
recognized as a financial liability

Methods for determining the fair value of financial assets and
financial liabilities

The fair value of a financial asset or financial liability for which
there is an active market is determined using quoted prices
in an active market, unless there is a restricted period for the
financial asset itself. The fair value of a financial asset or financial
liability for which there is a restricted period for the asset itself is
determined on the basis of quoted prices in active markets, less
the amount of compensation required by market participants
for assuming the risk of not being able to sell the financial asset
on the open market within a specified period, Quoted prices in
active markets include quoted prices for the relevant assets or
liabilities that are readily and regularly available from exchanges,
dealers, brokers, industry groups, pricing agencies or regulators,
etc., and are representative of actual and regularly occurring
market transactions on an arm's length basis.

The fair value of financial assets initially acquired or derived or
financial liabilities assumed is determined on the basis of quoted
market prices.

Financial assets or financial liabilities for which no active market
exists are valued using valuation techniques to determine
their fair value. In the valuation, the company uses valuation
techniques that are applicable in the current circumstances and
supported by sufficient available data and other information,
selects inputs that are consistent with the characteristics
of the asset or liability considered by market participants
in transactions for the relevant asset or liability, and gives
preference to relevant observable inputs whenever possible.
Where relevant observable inputs are not available or not
practicable to obtain, unobservable inputs are used.

Impairment of financial instruments

The Company conducts impairment accounting for financial
assets measured at amortized cost on the basis of expected
credit losses and recognizes loss reserves.

Expected credit losses, which are the weighted average of credit
losses on financial instruments weighted by the risk of default,
are recognized. Credit losses, which are the present value of the
difference between all contractual cash flows receivable under
the contract and all cash flows expected to be collected by the
company discounted at the original effective interest rate, i.e,
the present value of the entire cash shortfall. In particular, for
financial assets purchased or originated by the company that are
credit impaired, they should be discounted at the credit-adjusted
effective interest rate of the financial assets.
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For receivables resulting from transactions governed by the
accounting standards of revenue recognition, the company
applies the simplified measurement method and measures the
allowance for losses at an amount equal to the expected credit
losses over the entire life of the receivables.

For financial assets that are purchased or originated with
credit impairment, only the cumulative changes in expected
credit losses throughout their lives since initial recognition are
recognized as a provision for losses at the balance sheet date. At
each balance sheet date, the amount of the change in expected
credit losses over the entire life of the asset is recognized as an
impairment loss or gain in profit or loss. Favorable changes in
expected credit losses are recognized as impairment gains even
if the expected credit losses determined at that balance sheet
date for the entire life of the asset are less than the amount of
expected credit losses reflected in the estimated cash flows at
the time of initial recognition.

For financial assets other than those for which simplified
measurement methods and purchased or originated credit
impairment have been applied as described above, the Company
assesses at each balance sheet date whether the credit risk of
the relevant financial instruments has increased significantly
since initial recognition and measures the allowance for
losses, recognizes expected credit losses and changes therein,
respectively, in accordance with the following circumstances:

(1) If the credit risk of the financial instrument has not increased
significantly since initial recognition and is in the first stage,
the allowance for losses is measured at an amount equal to
the expected credit loss over the next 12 months and interest
income is calculated based on the carrying amount and
effective interest rate.

(2)  If the credit risk of the financial instrument has increased
significantly since initial recognition but no credit impairment
has occurred, and is in the second stage, the allowance for
losses is measured at an amount equal to the expected credit
loss over the entire life of the financial instrument, and interest
income is calculated based on the carrying amount and
effective interest rate.

(3)  Ifthe financial instrument has been credit impaired since initial
recognition and is in the third stage, the Company measures its
loss allowance at an amount equal to the expected credit loss
over the entire life of the financial instrument and calculates
interest income based on the amortized cost and effective
interest rate.
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The amount of increase or reversal of the allowance for credit
losses on financial instruments is recognized as impairment
loss or gain in profit or loss. Except for financial assets classified
as financial assets at fair value through other comprehensive
income, the allowance for credit losses is offset against the
carrying amount of the financial assets. For financial assets
classified as at fair value through other comprehensive income,
the Company recognizes a provision for credit losses in other
comprehensive income without reducing the carrying amount
of the financial assets presented in the balance sheet.

If the Company has measured the allowance for losses in the previous
accounting period at an amount equal to the expected credit losses
over the entire life of the financial instrument, but at the balance
sheet date of the current period, the financial instrument is no longer
subject to a significant increase in credit risk since initial recognition,
the Company measures the allowance for losses on the financial
instrument at the balance sheet date of the current period at an
amount equal to the expected credit losses over the next 12 months,
and the resulting reversal of the allowance for losses is recognized as
an impairment gain in profit or loss for the current period.

(1) Significant increase in credit risk

The Company determines whether the credit risk of a financial
instrument has increased significantly since initial recognition
by comparing the risk of default of the financial instrument
at the balance sheet date with the risk of default at the
initial recognition date using reasonable and substantiated
forwardlooking information that is available. For financial
guarantee contracts, the Company uses the date on which the
Company becomes a party to an irrevocable commitment as
the initial recognition date when applying the provisions for
impairment of financial instruments.

The Company considers the following factors when assessing
whether there has been a significant increase in credit risk:

1) Whether there is a significant change in the actual or expected
results of operations of the debtor.

2) Whether there has been a significant adverse change in the
regulatory, economic or technological environment in which
the debtor operates.

3) Whether there have been significant changes in the value of
collateral pledged as security for the debt or in the quality of
guarantees or credit enhancements provided by third parties
that are expected to reduce the debtor's economic incentive
to repay the debt by the contractual deadline or to affect the
probability of default.

4) Whether there is a significant change in the expected
performance and repayment behavior of the debtor.
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5) Whether there are any changes in the Company's approach to
credit management of financial instruments, etc.

On the balance sheet date, if the company determines that
a financial instrument has only low credit risk, the company
assumes that the credit risk of the financial instrument has
not increased significantly since initial recognition. A financial
instrument is considered to have low credit risk if the risk of
default is low, the borrower’s ability to meet its contractual cash
flow obligations in the short term is strong, and the borrower’s
ability to meet its contractual cash flow obligations may not
necessarily be reduced even if there are adverse changes in
economic conditions and business environment in the longer
term.

(2)  Financial assets that are credit impaired

A financial asset becomes credit impaired when one or more
events occur that have an adverse effect on the expected future
cash flows of the financial asset. Evidence that a financial asset is
credit impaired includes the following observable information:

1) Significant financial difficulties on the part of the issuer or the
debtor;

2) Breach of contract by the debtor, such as default or
delinquency in the payment of interest or principal;

3) Creditors granting concessions to the debtor that the debtor

would not otherwise make, due to economic or contractual
considerations related to the debtor’s financial difficulties;

4) A high probability of bankruptcy or other financial
reorganization of the debtor;

5) The disappearance of an active market for the financial asset as
a result of the financial difficulties of the issuer or the debtor;

6) The purchase or origin of a financial asset at a significant
discount that reflects the fact that a credit loss has occurred.

Credit impairment of a financial asset may be the result of a
combination of events and may not necessarily be the result of
separately identifiable events.

(3)  Determination of expected credit losses

The Company evaluates expected credit losses on financial
instruments on an individual and portfolio basis, and considers
reasonable and substantiated information regarding past
events, current conditions, and projections of future economic
conditions when evaluating expected credit losses.

The Company classifies financial instruments into different
portfolios based on common credit risk characteristics. The
common credit risk characteristics used by the Company include:
type of financial instrument, credit risk rating, aging portfolio,
overdue aging portfolio, etc. The individual evaluation criteria
and portfolio credit risk characteristics of the relevant financial
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instruments are detailed in the accounting policies of the
relevant financial instruments.

The Company determines the expected credit losses on the
related financial instruments in accordance with the following
methods:

1) For financial assets, credit losses are the present value of the
difference between the contractual cash flows receivable by
the Company and the cash flows expected to be received.

2) For lease receivables, the credit loss is the present value of
the difference between the contractual cash flow that the
Company should receive and the cash flow that is expected to
be received.

3) For financial guarantee contracts, the credit loss is the present
value of the difference between the expected payment to be
made by the Company to the holder of the contract for credit
losses incurred by the holder of the contract, less the amount
expected to be collected by the company from the holder of
the contract, the debtor or any other party.

4) For financial assets that are credit impaired at the balance
sheet date but not purchased or originated with credit
impairment, the credit loss is the difference between the
carrying amount of the financial asset and the present value
of the estimated future cash flows discounted at the original
effective interest rate.

The Company's method of measuring expected credit
losses on financial instruments reflects factors such as: the
weightedaverage amount of unbiased probability determined
by evaluating a range of possible outcomes, the time value of
money, and reasonable and substantiated information about
past events, current conditions and projections of future
economic conditions that is available at the balance sheet date
without unnecessary additional cost or effort.

(4)  Write-down of financial assets

When the Company no longer has a reasonable expectation that
the contractual cash flows from a financial asset will be fully or
partially recovered, the carrying amount of the financial asset is
written down directly. Such write-down constitutes derecognition
of the related financial assets.

Offsetting of financial assets and financial liabilities

Financial assets and financial liabilities are presented separately
in the balance sheet and are not offset against each other.
However, if the following conditions are also met, they are
presented in the balance sheet as the net amount after offsetting
each other:
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(1) The Company has a legal right to offset the recognized amounts

F), BzfhiiENF 2 S A e and such legal right is currently enforceable.
178
2) EREWTVUATEE, EANE (2)  The Company plans to settle on a net basis, or to realize the
HzeMmATNBRZEMAR financial asset and settle the financial liability simultaneously.
12. MIWERIE 12.  Notes receivable
ERERNKRFTEHAGITRAK) Categories of portfolios for which allowances are established
EHAS LR RHEMRE based on a combination of credit risk characteristics and the
basis for determining them.
RKABNAESMITIEREAENUGE The Company determines its credit losses separately for notes
AT E T ERE AR KN T D IR receivable that are sufficiently evidenced to assess expected
W ERER SR EEGEHIREK. credit losses at a reasonable cost at a single instrument level.
SEREMIERELEUGENE When it is not possible to assess sufficient evidence of expected
WA ERRARNTDIEEN, credit loss at reasonable cost at single instrument level, the
ERBEEREERRKER, & Company, taking into account the experience of historical credit
LIRSS B F = A loss, combines the current situation and judgment of future
F BT, IR S R XL AR R R W R economic conditions, divides the notes receivable into several
BUDANETAHEG, THEEM L combinations according to the credit risk characteristics, and
HEMBERREL. BEAGHK calculates the expected credit loss on a combination basis. The
BUWH: combination is based on the following:
HEBW Combination i E HE BRI Basis for determining iR 5% Method for accrual
name the combination
TR FRITHA Risk-free bank HEABBRSHWEM The issuer has a high 2EHEERIRAL Refer to the experience
=44 o acceptance Ny sz Credit rating, no paper g 4 A R o of historical credit
REEEE o portfolio ﬁf&’ }%E\EJ:;EZ{ET default in history, the o 'D':’éﬁ:"Jh\Ru loss, combined with
BEY, EAMKANK risk of credit loss is RIFEREKZF IR current conditions and
WAk, fiSEE BT e Vvery low, meeting the smuast g g s expectations of future
e e A2 obligation to pay the economic conditions
I EEREME XS contract cash flow in to measure bad debt
B8 1R 8 the short term is very provisions
strong
KREEAE L& Not overdue HEAEBERSMWER The issuer has a BEHLEAMAKE Refer to the experience
g e COmmercial N 4= high credit rating, no ga 4 awasypeoy Of historical credit
RLRAR acceptance bill W %EL?EH&ET default on the note 2 ’E'Déﬁ"ukﬂu‘ loss, combined with
portfolio BEELN, BREEBAR in history, and no RXEKRZFIKRE current conditions and
overdue acceptance SEA I E AW s expectations of future
economic conditions
to measure bad debt
provisions
13, RZURTKER 13.  Accounts receivable

BRRBEBNXNRFLEAGITRERAKA
EAG K K ERE

AT TR T EEEEUESER
AEEFIERERAMEN T DIEIEDN
MW KkZBRmEEERARL,

HEENTIAERELEUAGENAE
FAETARERRANTDIEEN, &

Categories of portfolios for which allowances are established
based on a combination of credit risk characteristics and the
basis for determining them

The Company separately determines credit losses on accounts
receivable for which sufficient evidence of expected credit
losses can be assessed at the individual instrument level at a
reasonable cost.

When it is impossible to assess the sufficient evidence of
expected credit loss at a reasonable cost at the level of a single
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tool, the Company refers to historical credit loss experience,
combines the current situation and the judgment of the
future economic situation, and divides the receivables into
several combinations based on the characteristics of credit

MELASHNKIBUT: risk, and calculate expected credit losses on a combined
basis. The basis for determining the combination is as
follows:

HEBM Combination name HWEAEMMKIE  Basis for determining  itHig A& Method for accrual
the combination
FKEEAMU  Accounts 5&XEF2ZE  Accounts receivable ZZHEFEMAMKL  Refer to the experience
M = receivable from bR M = with various related SRS 4 At e of historical credit
e =X related parties Y I K 70 parties fIL’ ’E”:'é'ﬁu% loss, combined with
MR IR KL F  current conditions and
KRBT+ Bk expectations of future
N economic conditions
KO & to measure bad debt
provisions
JEETITIRE  Non-separate ZeENR ks External accounts RIKWS5EANEL  Provision is based on the
=y s provision for o = receivable from gpsmunmiosa 2 ageing of the accounts
TRARIE 35 expected TEE’J\\ L’(&%ﬁ unrelated parties "H%)"‘HTD%}Q%+ against the expected credit
KBYSMNEEL.  credit losses of B389 3EX that have not been XRFRITIE loss rate for the entire
W g 2 external accounts  gessisgryugpg  Individually tested for duration
receivable o : impairment and that
A are not subject to
separate testing
14. Other receivables
14. HMNIHR

RBERBNMRFEAHS ITRAK
BHVA S B R E K IR

FABNERNTARHEENGEMN
I EMEERIRKRB T D ILER
Htt R B EHERR K.

HSESNTRERALAUEGERA
FETNEERRABN T D ILERN,
ERBEBEREGERRKER, &
B HETROR U R xR KL 5T IR R B
F U, K HE S KB A R R H M
BRI D AEFHEEG, EAHSEM
FHEMBMERARKL. BMEASH

Categories of portfolios for which allowances are established
based on a combination of credit risk characteristics and the
basis for determining them.

The Company separately determines credit losses on other
receivables for which sufficient evidence of expected credit
losses can be assessed at the individual instrument level for a
reasonable cost.

When sufficient evidence of expected credit losses cannot
be evaluated at a reasonable cost at the level of a individual
instrument, the Company refers to historical credit loss
experience, combines current situations and judgments on
future economic situations and divides other receivables into
several combinations based on credit risk characteristics, and
calculate expected credit losses on a combined basis. The basis
for determining the combination is as follows:

RIEW T
HEBM Portofolioname M EHLHEHMKIE  Basis for determining iR A& Method of accrual
portofolio
*EBA R LK Related parties 5&xB A2 EA Other receivables with & EFH$EH M Refer to the experience
o Ry ez and other R U s various related parties, mue  sxaw Of historical credit
P BL{th 7 0% receivables RO RHGER . RIE guarantee deposits, %’IL’ e loss, combined with
without risk . FAEMEN.  standby loans, and export AT EL KR IT K  current conditions and
HOBRE tax refunds SEZF R ORm I expectations of future
) e s €CONOMIC conditions
T ERKESR o measure bad debt
provisions

JES IR Non-separate Zeih it kB External other receivables MK 52 N7F  Provision is made on the
HA (= @ 42 n provision for 5 = from unrelated parties s wgsmugs= @4z Dasis of ageing against
A 15 R K B expected \E/J:\u&%ﬁiﬁ that have not been ”E“H%J"‘H{D\ﬁﬁh the expected credit
ShBB Bt Y WX credit losses of  MIABIAFXREX TSI individually tested for KEXWHREITIE loss rate for the entire
= external other = A impairment and that are duration of the accounts

receivables

not subject to separate
testing

/
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15.

Inventory

Inventory category, issue valuation method, inventory system,
depreciation method for low-value consumables and packaging

Classification of inventories

Inventories refers to finished products or merchandise
possessed by the Company for sale in the daily of business, or
work in progress in the process of production, or materials and
supplies to be consumed in the process of production or offering
labor service. Mainly includes raw materials, revolving materials,
packaging materials, goods in progress, self-made semi-finished
products, finished goods (commodity stocks), goods in transit,
etc.

Measurement method of inventory

Inventories are initially measured in light of the cost when they
are obtained, including preparation costs, processing costs and
other costs. Inventories are priced by the weighted average
method at the end of the month.

Inventory count system

Perpetual inventory system is adopted.

Amortization method of low-value consumables and packaging
materials

(1) One-off write-off method is amortized using for low-value
consumables.

(2)  One-off write-off method is amortized using for packaging
materials.

(3)  Other revolving materials are amortised using one-off write-off
method.

Criteria for recognizing and accounting method for inventory
impairment

At the end of the period, the provision for inventory decline is
made or adjusted at the lower of cost or net realizable value. The
net realizable value of finished goods, inventory and materials
for sale, which are directly used for sale, is determined in the
normal course of production and operation as the estimated
selling price of the inventory less estimated selling expenses and
related taxes. The net realizable value of materials for processing
is determined in the normal course of production and operation



16.

MINMBEFER, TEEETEE
T2, DUPR &£ 7 B AR am BY {4 11
ENREERTINMGEHRELEN
PR . fEITBYTH & 2R A A AR R 2R
EREE, BEANZIAFAE; IR
THEGRRESSERMBEN
7R, HRZWAEUNGRNER
BEMtE, EFEFEENHNES T
HEGRIUMBHEN, BHHEOH
FENATZNAEBUA—RBEENS
NEMITE

HAARERENEFEIE T RF R
MEE;, BYTHREESZ . BNKRIE
WERE, BRERLIITRERK
S, SER—MXKEFMHEER
FmARIEX. BEEHARNEMNS
LARIEWN, BXUSHMIME D
FIHENER, WEHitREREK
NMES.

BRI FEENENEMERESR
HER, BRICHEMFURE, H
ERETRNEEERNEEZTN
¥, ROMSHITANEHRE

KRR g &
#4512 25 FE 25 B9 1 7€

(1) A& HP R KERNEKR
#, BRI BERELEE
/6. B —EHTHMIFE—
ZH TRl EHNRITAE
F3E o

) HMrnXABMEIKBERNEK

>R
A8

U 75 TS BY K HA IR A8
B, MR KER A B AN FRAE
MR ERAE . F1BKRAMAE A
SR RKARNERERMBEXNE
B. e hHAMBES L,

LR AT A & 14 IE 55 BX 1S AU K HA AR A
BE, BRRETNEMIEFHNQR
MEFRNBRABRAE; RITHE
FESNETIARNRENIZER,

16.

Semi-Annual Report 2026

as the estimated selling price of the finished goods produced
less estimated costs to be incurred to completion, estimated
selling expenses and related taxes. The net realizable value
of inventory held for the execution of sales contracts or labor
contracts is calculated on the basis of the contract price. If the
quantity of inventory held exceeds the quantity ordered in the
sales contract, the net realizable value of the excess inventory is
calculated on the basis of the general sales price.

At the end of the period, the provision for inventory impairment
are accrued according to a single inventory item. However, for
the inventory with large quantity and low unit price, the provision
for inventory impairment are accrued according to the inventory
category. For the inventory related to the product series
produced and sold in the same region, with the same or similar
end use or purpose, and difficult to be measured separately from
other items, the provision for inventory impairment are accrued
in combination.

If the influencing factors of the previously written down inventory
value have disappeared, the written down amount shall be
recovered and reversed within the amount of the originally
accrued provision for inventory impairment, and the provision
amount shall be included in the current profit and loss.

Long-term equity investment

Determination of initial investment cost

(1) For the long-term equity investment formed by the business
combination, the specific accounting policies are detailed in the
accounting treatment of business combination under common
control and not under common control as set out in this
chapter/ 6.

2) Long-term equity investments acquired by other means

For a long-term equity investment acquired by cash, its initial
cost is the actually paid purchase cost. The initial cost includes
expenses directly related to the acquisition of long-term equity
investments, taxes and other expenses.

For a long-term equity investment acquired from issuance of
equity securities, its initial cost is the fair value of the issued
equity securities. The transaction cost incurred in the issuance or
acquisition of equity instruments is deducted from equity if it is
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attributable to equity transactions.

Under the premise that the exchange of non-monetary asset
has the commercial substance and the fair value of the assets
received or surrendered can be reliably measured, the initial
investment cost of the long-term equity investment acquired in
exchange for non-monetary assets is determined based on the
fair value of the assets exchanged, unless there is conclusive
evidence that the fair value of the assets transferred is more
reliable. For the exchange of non-monetary asset that do not
meet the above premise, the initial investment cost of long-
term equity investment is the carrying amount of the assets
exchanged and the related taxes and fees payable.

For a long-term equity investment acquired from debt
restructuring, its initial cost is determined based on the fair
value.

Subsequent measurement and recognition of profit and losses
(1) Cost method

The long-term equity investment that the Company can control
over the investee is accounted for using the cost method, and
the cost of the long-term equity investment is adjusted by adding
or recovering the investment according to the initial investment
cost.

Except for the actual payment or the cash dividends or profits
included in the consideration that have been announced but
not yet paid, the Company recognizes the current investment
income according to the cash dividends or profits declared to be
distributed by the investee.

2) Equity method

The Company's long-term equity investments in associates
and joint ventures are accounted for using the equity method,
and some of the equity investments in associates that are
indirectly held by venture capital institutions, mutual funds,
trust companies or similar entities including investment-linked
insurance funds are measured at fair value through profit or loss.

If the cost of initial investment is in excess of the proportion of
the fair value of the net identifiable assets in the investee when
the investment is made, the difference will not be adjusted to
the initial cost of the long-term equity investments. If the cost of
initial investment is in short of the proportion of the fair value of
the net identifiable assets in the investee when the investment
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is made, the difference will be included in the current profit and
loss.

After obtaining the long-term equity investment, the Company
shall recognize the investment income and other comprehensive
income according to the share of net profit and loss and other
comprehensive income realized by the investee that is entitled
or should be shared, and adjust the carrying amount of the long-
term equity investment. Reducing the carrying amount of the
long-term equity investment based on portion of the profit or
cash dividend declared to be distributed by the investee. And for
other changes in the owner's equity other than the net profit or
loss, other comprehensive income and profit distribution of the
investee, the carrying amount of the long-term equity investment
is adjusted and included in the owner's equity.

When recognising the share of the net profit or loss of the
investee, the Company shall adjust and recognize the net profit
of the investee based on the fair value of the identifiable assets
of the investee at the time of obtaining the investment. The
unrealized internal transaction gains and losses between the
Company and the associates and joint ventures shall be offset
against the portion attributable to the Company in accordance
with the proportion to be enjoyed, on the basis of which the
investment gains and losses are recognized.

When the Company recognizes the losses incurred by the
investee that it should share, the Company shall deal with it in
the following order: First, offset the carrying amount of the long-
term equity investment. Secondly, if the carrying amount of
the long-term equity investment is not enough to be offset, the
investment loss will continue to be recognized to the extent of
carrying amount of other long-term equity that constitutes a net
investment in the investee, and the carrying amount of the long-
term receivables is offset. Finally, after the above-mentioned
treatment, if the enterprise still bears additional obligations
in accordance with the investment contract or agreement, the
estimated liabilities are recognized according to the estimated
obligations and included in the current investment losses

If the investee becomes profitable in a subsequent period, the
Company proceeds in the reverse order of the above, after the
reduction of book balance of the recognized estimated liabilities
and recovery of the other long-term interest that constitute the
net investment of the investee and carrying amount of long-term
equity investment, the Company shall restore the investment
income.
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Conversion of accounting methods of long-term equity

investment

(1) Fair value measurement to equity method accounting

The equity investment originally held by the Company that does
not have control, joint control or significant influence on the
investee, which is accounted as financial instrument under the
recognition and measurement criteria, can exert significant
influence on the investee or jointly control but does not
constitute control due to additional investment and otherwise, its
initial investment cost shall be the fair value of the original equity
investment held in accordance with the "Accounting Standards
for Business Enterprises No.22-Recognition and Measurement of
Financial Instruments" plus the sum of new investment cost.

If the initial investment cost calculated by the equity method
is less than the fair value share of the identifiable net assets of
the investee on the additional investment date determined by
the new shareholding ratio after the additional investment, the
carrying amount of the long-term equity investment is adjusted
and included in the current non-operating revenue.

(2)  Conversion method of fair value measurement or equity
method measurement to cost method measurement

If the equity investment originally held by the Company that does
not have control, joint control or significant influence on the
investee and which is accounted as financial instrument under
the financial instrument recognition and measurement criteria,
or the long-term equity investment originally held in associates
or joint venture, can exercise control over the investee not under
common control due to additional investment or otherwise, in
the preparation of individual financial statements, the sum of the
carrying amount of the equity investment originally held and the
new investment cost shall be regarded as the initial investment
cost under cost method.

For the other comprehensive income recognized in respect of
the equity investment held before the acquisition date under the
equity method, upon disposal of that investment, the accounting
treatment shall be based on the same basis as that applied by
the investee when it directly disposes of the related assets or
liabilities.

If equity investments were held before the purchase date and
accounted for according to "Accounting Standards for Business
Enterprises No.22-Recognition and Measurement of Financial
Instruments”, any previously recognized cumulative change
in fair value in other comprehensive income is transferred to
current profit or loss when changing to the cost method.
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(3) Equity method measurement to fair value measurement

If the Company loses joint control or significant influence over
an investee for reasons such as disposal of a portion of its
equity investment, the remaining equity interest after disposal
is accounted for in accordance with "Accounting Standards for
Business Enterprises No.22-Recognition and Measurement of
Financial Instruments", and the difference between its fair value
and carrying amount at the date when joint control or significant
influence is lost, is recognized in the current profit or loss.

The other comprehensive income recognized in respect of the
original equity investment using the equity method is accounted
for on the same basis as the investee directly disposes of
the relevant assets or liabilities when the equity method is
terminated.

(4) Cost method to equity method

If the Company loses control over the investee due to the
disposal of part of the equity investment,etc,, in the preparation
of individual financial statements, if the remaining equity after
disposal can exercise joint control or exert significant influence
on the investee, equity method is adopted for accounting, and
the remaining equity is treated as an adjustment to the equity
method when it is acquired.

(5) Cost method to fair value measurement

If the Company loses control over the investee due to the
disposal of part of the equity investment,etc., in the preparation
of individual financial statements,the remaining equity after
disposal cannot jointly control or exert significant influence
on the investee, the relevant provisions of the "Accounting
Standards for Business Enterprises No.22-Recognition and
Measurement of Financial Instruments" are adopted. The
difference between the fair value and the carrying amount when
joint control or significant influence is lost, is recognized in the
current profit or loss.

Disposal of long-term equity investments

For the disposal of long-term equity investment, the difference
between the carrying amount and the actual purchase price
shall be included in the current profit and loss. For the long-term
equity investment accounted for using the equity method, when
the investment is disposed, the part that is originally included in
the other comprehensive income is accounted for in the same
proportion based on the same basis as the investee directly
disposes of the relevant assets or liabilities.
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If the terms, conditions and economic impact of each transaction
dealing with the equity investment of the subsidiary satisfy one
or more of the following cases, the multiple transactions are
treated as a package transaction:

(D

)

3)

(4)

The transactions are simultaneously made or with
consideration of each other's influence.

Only when the transactions are as a whole, can they achieve a
complete business outcome.

The occurrence of a transaction depends on the occurrence of
at least one of others.

A transaction is not economical on its own, but it is economical
when considered together with others.

Where the loss of control over the original subsidiary due to
disposal of part of the equity investment or otherwise, which
does not belong to a package transaction, the individual financial
statements and combined financial statements shall be classified
for relevant accounting treatment:

(D

)

In the individual financial statements, the difference between
the carrying amount of the disposed equity and the actual
purchase price is included in the current profit and loss. If
the remaining equity after disposal can exert joint control or
significant influence on the investee, it shall be accounted for
under the equity method, and the residual equity shall be
deemed to be adjusted by equity method when it is acquired. If
the remaining equity after disposal shall not exert joint control
or significant influence over the investee, it shall be measured
by the relevant provisions of the "Accounting Standards for
Business Enterprises No.22-Recognition and Measurement
of Financial Instruments", and the difference between the fair
value and the carrying amount on the date of loss of control is
included in the current profit and loss.

In the consolidated financial statements, for each transaction
before the loss of control over the subsidiary, capital reserve
(share premium) is adjusted for the difference between
the disposal price and the share of the net assets that
the subsidiary has continuously calculated from the date
of purchase or the merger date; if the capital reserve is
insufficient to offset, the retained earnings shall be adjusted;
when the control of the subsidiary is lost, the remaining equity
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shall be re-measured according to its fair value on the date of
loss of control. The sum of the consideration for the disposal
of the equity and the fair value of the remaining equity, less
the share of the net assets that have been continuously
calculated from the date of purchase calculated based on the
original shareholding, are included in the investment income
for the period of loss of control, while reducing goodwill.Other
comprehensive income related to the original subsidiary's
equity investment will be converted into current investment
income when control is lost.

If per transaction on disposal of the equity investment
in a subsidiary until the loss of control, belongs to a
package transaction, each transaction is accounting for
as a transaction to dispose of the equity investment
of the subsidiary with loss of control, and should be
distinguished between individual financial statements and
combined financial statements:

(1) In individual financial statements, the difference between the
disposal price and the carrying amount of the long-term equity
investment corresponding to the disposed equity before the
loss of control is recognized as other comprehensive income,
and when the control is lost, it is transferred to profit or loss for
the period of the loss of control.

(2) Inthe consolidated financial statements, the difference between
each disposal price and the disposal investment that has the
share of the net assets of the subsidiary before the loss of
control is recognized as other comprehensive income, and
transferred to profit or loss for the period of the loss of control.

Judging criteria for joint control and significant impact

If the Company collectively controls an arrangement in
accordance with the relevant agreement, and the activity
decision that has a significant impact on the return of the
arrangement needs to be agreed upon by the parties sharing
the control, it is considered that the Company and other parties
jointly control the arrangement, and therefore constitutes a joint
venture arrangement.
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17.

If the joint venture arrangement is reached through a separate
entity and it determines that the Company has rights to the net
assets of the separate entity in accordance with the relevant
agreement, the separate entity is regarded as a joint venture
and is accounted for using the equity method. If it is judged
according to the relevant agreement that the Company does not
have rights to the net assets of the separate entity, the separate
entity acts as a joint operation, and the Company recognizes the
items related to the share of the common operating interests and
conducts accounting treatment in accordance with the relevant
Accounting Standards for Business Enterprises.

Significant influence refers to the investor's power to participate
in the decision-making of the financial and operating policies
of the investee, but it cannot control or jointly control the
preparation of these policies. Taking into account all facts and
circumstances, the Company has a significant influence on the
investee under one or more of the following situations:

(1) Representation on the Board of Directors or similar authority
of the investee.

(2)Participation in the preparation of financial and business
policy of the investee.

(3)Significant transactions with investees.

(4) Assignment of management personnel to investees.

Fixed Asset

Recognition of fixed assets

Fixed assets refer to tangible assets held for the purpose of
producing goods, providing labor services, renting or operating
management, and having a useful life of more than one fiscal
year. Fixed assets are recognized when they meet the following
conditions:

(1) It is probable that the economic benefits associated with the
fixed asset will flow to the enterprise.
(2)  The cost of the fixed asset can be measured reliably.

Depreciation method

Depreciation on fixed assets is provided over their estimated
useful life based on their recorded value less estimated net
salvage value. For fixed assets that provision for impairment has
been made, depreciation is determined in future periods on the
basis of the carrying amount net of provision for impairment
and the remaining useful life. Fixed assets that have been fully
depreciated and continue to be used are not depreciated.

The Company determines the useful life and estimated net
salvage values of fixed assets based on the nature and use of
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the fixed assets. The useful life, estimated net salvage values and
depreciation methods of fixed assets are reviewed at the end of
the year, and adjustments are made accordingly if there are any
difference from the original estimates.

The depreciation methods, useful life, and annual depreciation
rates for various types of fixed assets are as follows:

Bf =

AERTIREMERBEZNET AL
MERERARSHFIREN 2B
H, (FENBEERTBINIKNE. Fr
BENETERIEEAIMETFER
RE, BEFMBRIREN, BiX
AMEREBARSZAE, RET
BME . ENHETLELFAEF,
BRETHNERANBEER, HiK
KATEEATHIBBRITREE
BENFIH, SHERTIRAEE, B
BRI ABEERRKNEENE,
BRREEREIHENFTIE

£5 Category Eiill=psr IR E R () HER FFE=X
Method of depreciation Useful Life (year)  Residual ratio (%)  Annual Depreciation
Rate (%)
BENEZEHY  Buildings and ERF% 20-30 5.00% 3.17%-4.75%
constructions Straight-line method
M 8RIE & Machinery and FRFEHE 5-10 5.00% 9.50%-19.00%
equipment Straight-line method
THIA Carriers F R FIg % 5 5.00% 19.00%
Straight-line method
HMig & Others equipment R F17% 5 5.00% 19.00%
Straight-line method
18. #ERERTE 18. Construction in progress
1 HERTENLIHE 1. Initial measurement of construction in process
ANATEFTESNER TIEE T The actual construction cost of the construction in progress
B A4, SoRR AL S BB N % TR is determined by the actual expenses incurred before the
AR AE BN AR S £ 1 construction of the asset reaches the intended usable condition,
NBEL M, OETREEYER including the cost of project materials, labor costs, relevant taxes
& NTHZ . 3340 H 48 57 2 payable, capitalized borrowing costs, and indirect costs that
B2 F 214 89 12 30 28 FB B 12 53 should be apportioned.
iEEEAF.
2. HETREZENETEX~HIREM 2 Criteria for and time point of construction in progress to convert

into fixed asset

The total expenditure incurred before the construction projects
reaching the intended usable condition shall be recorded as
the value of the fixed assets. The construction of fixed assets
under construction has reached the intended usable condition,
but has not yet completed the final accounts, will be transferred
into fixed assets according to the estimated value based on the
project budget, cost or actual project cost, since the date of
reaching the intended usable condition. Meanwhile, depreciation
of fixed assets starts in accordance with the depreciation policy
of the Company's fixed assets. After the completion of the
final accounts, the original estimated value shall be adjusted
according to the actual cost, but the original depreciation
amount shall not be adjusted.
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19.

Intangible assets

Useful life and the basis for its determination, estimation,

amortisation method, or review procedure

Intangible assets refer to identifiable non-monetary assets
owned or controlled by the Company without physical form,
including land use right, software license, exclusive license, non-
patented technology, etc..

(1) Initial measurement of intangible assets

The costs of external purchase of intangible assets comprise the
purchase price, related tax and surcharges and any other directly
attributable expenditure incurred to prepare the asset for its
intended use. If payments for the purchase of intangible assets
are extended beyond the normal credit terms with financing
nature, the costs of intangible assets are determined on the
basis of present values of the purchase prices.

For intangible assets obtained from debtors in settlement of
liabilities in case of debt restructuring, they should be initially
stated at their fair value. Differences between the book value and
the fair value of the intangible assets are charged to profit or loss
for the current period.

If the exchange of non-monetary assets has commercial
substance, and the fair value of these assets can be measured
reliably, the book-entry value of intangible assets traded-in
are based on the fair value of the intangible assets traded-out
unless there is any conclusive evidence that the fair value of
the assets traded-in are more reliable. If the exchange of non-
monetary assets does not meet the above criteria, the cost of
the intangible assets traded-in should be the book value of the
assets traded-out and relevant taxe and surcharges paid, and no

profit or loss shall be recognized.

For intangible assets obtained through business absorption
or mergers of entities under common control, the entry value
is determined by the carrying amount of the combined party.
For intangible assets obtained through business absorption
or mergers not under common control, the entry value is
determined by the fair value of the intangible assets..

The cost of an internally developed intangible asset include:
the materials consumed in developing the intangible asset,
labor costs, registration fees, amortization of other patents and
licenses used in the development process, interest expenses
meeting capitalization conditions, and other direct costs for
bringing the intangible asset to the intended usable condition.
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(2) Subsequent measurement of intangible assets

The Company determines the useful life of intangible assets on
acquisition, which are classified as intangible assets with finite
useful life and those with indefinite useful life.

1) Intangible asset with a limited life

Intangible asset with a finite useful life is depreciated using
straight-line method over the term when it brings economic
benefit to the Company. The estimated useful life and basis for
the intangible assets with a limited life are as follows:

Hon KB T

ltem Wit fEAEe Estimated useful RiE Basis
life

LT HifE A Land use right 20-50 & 20 to 50 years 1RIE M BAUEEME B ER The legal useful life
according to the land
use right
WE#E AN Software license 54 5 years TR IE T 15 FB HA PR & 1t The legal useful life
according to the land
use right
B B Exclusive license 5-10 & 5to 10 years R IR 3t 155 BB HA PR 1 it Estimated based on
expected useful life
FEEZEFEAR  Non-patent 10 £ 10 years WRIEFN T B EAR T Estimated based on
technology expected useful life

BHX, WEBEHERNELHE
FRERFmAEE R EAEITER,
MEREGTBEEERD, #H1T
GERVAESRIEE:- 38

S8, FBPRETERTER
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The useful life and depreciation method of intangible assets with
finite useful life are reassessed at the end of each period. If the
original estimate varies, corresponding adjustments are made.

Upon reassessment, at the end of the period there was no
difference in the useful life and depreciation method of
intangible assets from the previous estimates.

2) Intangible assets with indefinite useful life

If the term of economic benefit the intangible asset can bring
to the Company cannot be estimated, it is deemed to be an
intangible asset with indefinite useful life.

Intangible assets with indefinite useful life are not amortized
during the holding period. The useful life of intangible assets
with indefinite life is reassessed at the end of each period. If
it is reassessed to remain indefinite at the end of the period,
impairment tests shall be conducted during each accounting
period.
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Scope of attribution of R&D expenditures and related accounting
treatment

(1) Specific criteria in dividing the research stage and development
stage of internal research and development projects of the
Company

Research stage: the stage of original and planned investigation
and research activities to acquire and understand new scientific or
technological knowledge.

Development stage: the stage of applying research results or other
knowledge to a plan or design to produce new or substantially
improved materials, devices, products and other activities before

commercial production or use.
Expenses for the research stage of internal research and development
projects are charged to current profit or loss as incurred.

(2) Specific criteria of expenses met for capitalization during
development stage

Expenditure on the development stage is capitalized only when the
Company can demonstrate all of the following:

1) The technical feasibility of completing the intangible asset so
that it will be available for use or sale.

2) Intention to complete the intangible asset and either use or
sell it.
3) The way in which the intangible asset produces economic

benefits includes demonstrating the existence of a market for
the product that will be created using the intangible asset or
for the intangible asset itself. Additionally, it is important to
demonstrate the usefulness of the intangible asset if it is to be
used internally.

4) The availability of adequate technical, financial and other re-
sources to complete the development and the ability to use or
sell the intangible asset.

5) The expenditure attributable to the development stage of the
intangible assets can be reliably measured.

Taking into account the R&D process in the pharmaceutical industry
and the Company's own R&D characteristics, the Company's R&D
expenditure after the key time node or key stage of the R&D project
(In accordance with the "Measures for the Administration of Drug
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Registration" issued by National Medical Products Administration
(NMPA) , the review deadline stipulated by other countries to be
declared, the approved "Clinical Trial Approval", or the approval
granted by the regulatory authorities in regulated markets, after which
the relevant clinical research can be carried out) can be considered as
capitalized R&D expenditure. Other R&D expenses are included in the
profit or loss of the current period when incurred. On each balance
sheet date, the Company assesses projects under development for
capitalization as described above. For the project no longer meet the
conditions of capitalization, the carrying amount shall be written off,
and included in the current profit and loss.

Expenditures incurred in the development stage that do not meet the
above conditions shall be included in the current profit and loss in the
event of occurrence. The development expenditures which has been
included in the profit and loss shall not be reconfirmed as an asset
in the future. Capitalized expenditures in the development phase are
shown on the balance sheet as development expenditures and are
converted into intangible assets from the date when the item realizes
its intended use.

Impairment of long-term assets

On the balance sheet date, the Company determines whether
there may be a sign of a reduction in long-term assets. If there
are signs of impairment in long-term assets, the recoverable
amount is estimated on the basis of a single asset. If it is difficult
to estimate the recoverable amount of a single asset, then
determine the recoverable amount of the asset group on the
basis of the asset group that the asset belongs to.

The estimation the recoverable amount of assets is the larger
amount between the fair value deducting net cost when disposal,
and the expected value of future cash flow.

The measurement results show that when the recoverable
amount of long-term assets is lower than its book value, the
book value of long-term assets is reduced to its recoverable
amount. The reduced amount is recognized as impairment loss,
at the same time, make the corresponding provision for asset
impairment. As soon as the loss of assets is confirmed, it shall
not be returned in the subsequent accounting period.

After the asset impairment loss is confirmed, the depreciation
or amortization expenses of the impaired assets will be adjusted
accordingly in the future period so that the book value of
adjusted assets will be allocated in the remaining useful life
(deducting the estimated net residual value).
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Goodwill and intangible assets with indefinite useful lives arising
from business combinations are tested annually for impairment,
regardless of whether there are any indication of impairment.

In performing the impairment test for goodwill, the book value
of goodwill would be amortized to the asset group or portfolio
group that is expected to benefit from the synergies of the
business combination. When performing the impairment test
for the relevant asset group or portfolio group containing
goodwill, if there is an indication of impairment for the asset
group or portfolio group related to goodwill, the asset group or
portfolio group that does not contain goodwill is first tested for
impairment, the recoverable amount is calculated and compared
with the relevant carrying amount, and a corresponding
impairment loss is recognized. An impairment test is then
performed on the asset group or portfolio group containing
goodwill by comparing the carrying amount of the relevant asset
group or portfolio group (including the portion of the carrying
amount of the goodwill apportioned to it) with its recoverable
amount, and an impairment loss on goodwill is recognized if
the recoverable amount of the relevant asset group or portfolio
group is less than its carrying amount.

21, KHSHER 21. Long-term prepaid expenses

1 5 7% 1. Amortization method
KEE®ERE, 284050848 % Long-term prepaid expenses refer to all expenses that have been
HENEABRUEZEAEHNS incurred but should be borne by the Company in the current and
BEHAPRE I PR IER ., KA future periods and are apportioned over a period of more than
EMERATSSANRES ESE one year. Long-term prepaid expenses is amortized on a straight-
B line basis over the benefit period.

2. PEHFER 2. Amortization years

Bl Category P 5 IR Amortization period

[T BB RI& I Plant decoration and design 10 & 10 years

fee
NREEEER Office renovation fee 54 5 years
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Contract liabilities

The Company recognizes the portion of the obligation to transfer
goods to customers for consideration received or receivable from
customers as a contract liability.

Employee compensation

Accounting treatment of short-term remuneration

Employee remuneration refers to various forms of remuneration
or compensation given by the Company for services rendered by
employees or for the termination of employment relationships.
Employee remuneration includes short-term remuneration, post-
employment benefits, termination benefits, and other long-term
employee benefits.

Short-term remuneration is employee remuneration, other than
post-employment benefits and termination benefits, that is
payable in full within twelve months after the end of the annual
reporting period in which the employee rendered the related
service. The Company recognizes short-term remuneration
payable as a liability in the accounting period in which the
employee provides the service and includes it in the cost and
expense of the related assets based on the beneficiary of the
service provided by the employee.

Accounting treatment of post-employment benefits

Post-employment benefits are all forms of compensation and
benefits, except short-term remuneration and termination
benefits, provided by the Company to obtain services
rendered by employees after their retirement or termination of
employment with the Company.

The Company's post-employment benefit plans are classified as
defined contribution plans and defined benefit plans.

Defined contribution plan of post-employment benefits refers to
the basic endowment insurance and unemployment insurance
paid for the employees organized and implemented by local
labor and social security institutions. During the accounting
period when employees render services to the group, amount
payable calculated by the base and ratio in conformity with local
regulation is recognized as liability and accounted for current
profit and loss or related cost of assets.

The Company will no longer have any other obligation to pay
after making the above-mentioned payments on a regular basis
in accordance with the standards prescribed by the State.
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Accounting treatment of termination benefits

Termination benefits refer to the compensation paid when the
Company terminates the employment relationship with employee
before the expiry of the employment contracts or provides
compensation as an offer to encourage employee to accept
voluntary redundancy. The group recognizes a liability into the
current profit or loss relative to the payment of termination
benefits, at the earlier of the date that the Company is unable to
unilaterally withdraw the plan for termination of the employment
relationship or the proposal for layoffs, and the date that the
Company recognizes a cost related to the restructuring that
involves the payment of the termination benefits.

Accounting treatment of other long-term employee benefits

Other long-term employee benefits refer to all employee
benefits, except short-term employee benefits, post-employment
benefits, and termination benefits.

Provisions

Recognition criteria for provisions

A provision is recognized for an obligation related to a
contingency if all the fllowing conditions are satisfied:

(1) The obligation is a present obligation of the Company.
(2) It is probable that the fulfillment of this obligation will result in
an outflow of economic benefits from the Company.

(3) The amount of the obligation can be measured reliably.

Measurement method of provisions

A provision is initially measured at the best estimate of the
expenditure required to settle the related present obligation.

When determining the best estimates, the Company considers
the risks, uncertainties and time value of the currency. If the time
value of money has a great influence, the Company determines
the best estimate by discounting the related future cash
outflows.

The best estimates are measured in different situation as follow:
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If there is a continuous range (or interval) of the required
expenditure and the probability of the occurrence of all the
results in the range is the same, the best estimate is determined
according to the median value of the range, which is the average
of the upper and lower limit.

Where there is no continuous range (or interval) of expenditure
requirements, or where there is a continuous range but the
probabilities of the various outcomes within the range are
not the same, the best estimate is determined on the basis of
the most probable amount to be incurred. If the contingency
relates to more than one item, the best estimate is determined
on the basis of a range of possible outcomes and associated
probabilities.

If all or part of the expenditure necessary for settling the
provision is expected to be compensated by a third party, the
amount of compensation is separately recognized as an asset
when it is basically certain to be received. The recognized
compensation amount shall not exceed the carrying amount of
the provision.

Share-based payment
Types of share-based payments

The Company's share-based payment is divided into equity-
settled share-based payment and cash-settled share-based
payment.

Determination of the fair value of equity instruments

For granted equity instruments such as options in an active
market, the fair value is determined according to the quoted
price in the active market. For the granted options and other
equity instruments that do not have an active market, the option
pricing model is used to determine their fair value. The option
pricing model is selected considering the following factors: (1) the
exercise price of the option, (2) the validity period of the option,
(3) the current price of the underlying shares, (4) the expected
volatility of the stock price, (5) the expected dividends of the
shares, (6) the risk-free interest rate during the validity period of
the option.

When determining the fair value of the equity instrument on
the grant date, the effects of market conditions and non-viable
conditions in the viability conditions set out in the share-based
payment agreement are taken into account. If there are non-
viable conditions for share-based payment, as long as employees
or other parties satisfy all non-market conditions (e.g. service
period etc.) in all viability conditions, the corresponding costs
and expenses of the services have been confirmed.

Basis for determining the best estimate of vested equity
instruments

2026 FFFERS /161
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On each balance sheet date during the waiting period, make the
best estimate based on the latest obtained follow-up information
such as changes in the number of exercisable employees, and
revise the estimated number of exercisable equity instruments.
On the exercise date, the final estimated number of exercisable
equity instruments is consistent with the number of those
actually exercisable.

Accounting treatment

Equity-settled share-based payments are measured at the fair
value of equity instruments granted to employees. If the right
can be exercised immediately after the grant, the fair value of
the equity instrument shall be included in the relevant costs
or expenses on the grant date, and the capital reserve shall be
increased accordingly. If the option is not exercisable until the
services during the waiting period have been completed or the
required performance conditions have been met, at each balance
sheet date during the waiting period, the services acquired in
the period are recognized in the relevant costs or expenses
and capital surplus at the fair value of the equity instrument at
the date of grant, based on the best estimate of the number of
equity instruments that will become exercisable. After the viable
date, no further adjustments are made to the related costs or
expenses recognized and to total owners' equity.

The cash-settled share-based payment shall be measured at
the fair value of the liabilities calculated and determined on the
basis of shares or other equity instruments undertaken by the
Company. If the right can be exercised immediately after the
grant, the fair value of the liabilities assumed by the Company
shall be included in the relevant costs or expenses on the grant
date, and the liabilities shall be increased accordingly. For cash-
settled share-based payments that become exercisable only
after the completion of services within the waiting period or
the fulfillment of specified performance conditions, at each
balance sheet date during the waiting period, the services
acquired in the period are recognized as a cost or expense and
the corresponding liability at the amount of the fair value of the
liabilities assumed by the Company, based on the best estimate
of the circumstances under which they will become exercisable.
On each balance sheet date and settlement date before the
settlement of the relevant liabilities, the fair value of the liabilities
is remeasured, and the changes are included in the current profit
and loss.

If the granted equity instruments are cancelled during the
waiting period, the Company treats the cancellation of the
granted equity instruments as an acceleration of the exercise
of options, and recognizes the amount to be recognized during
the remaining waiting period immediately in profit or loss and
recognizes capital surplus. If the employees or other parties can
choose to meet the non-viable conditions but not within the
waiting period, the Company will treat it as the cancellation of the
grant of equity instruments.
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Revenue

Accounting policies used for revenue recognition and
measurement

The Company's revenue mainly comes from the following
business types:

(1) Revenue from sales of commodities such as biological products
(APIs and preparations), medical devices, etc.
(2) Revenue from franchise services

1) General principles of revenue recognition

The Company has fulfilled the performance obligations in the
contract, that is, when the customer obtains control of the
relevant goods or services, the revenue is recognized at the
transaction price allocated to the performance obligation.

The performance obligation refers to the commitment of the
Company to transfer the goods or services that can be clearly
distinguished to the customer in the contract.

Obtaining control of related commodities means being able to
lead the use of the commodities and obtain almost all economic
benefits from them.

The Company evaluates the contract on the contract start date,
identifies the individual performance obligations contained in the
contract, and determines whether the individual performance
obligations are performed within a certain period of time or at a
certain point in time. If one of the following conditions is met, it
is a performance obligation performed within a certain period of
time. The Company recognizes revenue within a period of time
according to the progress of the performance: (1) The customer
acquires and consumes the economic benefits of the Company's
performance at the same time as the Company's performance.
(2) The customer can control the goods under construction of
the Company during the performance of the contract. (3) The
goods produced by the Company during the performance of the
contract have irreplaceable uses, and the Company has the right
to receiving money for the accumulated performance part that
has been completed so far. Otherwise, the Company recognizes
revenue when the customer obtains control of the relevant goods
or services.

For performance obligation fulfilled during a certain period
of time, the Company uses input method to determine the
appropriate performance schedule based on the nature of the
goods and services. The output method determines the progress
of performance on the basis of the value to the customer of the
goods that have been transferred to the customer (the input
method determines the progress of performance on the basis
of the inputs that the Company has made in order to fulfill its
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performance obligations). When the performance of the contract
cannot be reasonably determined, and the Company is expected
to be reimbursed for the cost incurred, the revenue shall be
recognized according to the cost amount incurred until the
performance schedule can be reasonably determined.

2) Specific methods of revenue recognition

® Revenue from sales of commodities such as biological products
(APIs and preparations), medical devices, etc.

Contracts for the sale of goods between the Company and its
customers usually contain only performance obligations for the
transfer of goods. The Company usually recognizes revenue at
the point when revenue is recognized at the point of receipt of
goods by the customer for domestic sales and at the point of
receipt of customs declaration for foreign sales after shipment
based on a combination of the following factors: acquisition of
the present right to receive the merchandise, transfer of the
principal risks and rewards of ownership of the merchandise,
transfer of legal title to the merchandise, transfer of the physical
assets of the merchandise, and acceptance of the merchandise
by the customer.

Some of the Company's contracts with customers have sales
rebate arrangements that result in variable consideration. The
Company determines the best estimate of variable consideration
based on the expected or most probable amount, provided that
the transaction price that includes variable consideration does
not exceed the amount, for which it is highly probable that there
will be no material reversal of cumulative recognized revenue,
when the related uncertainty is removed.

@ Revenue from franchise services

Contracts between the Company and its customers for the
provision of services generally contain certain performance
obligations. Since the Company's performance is simultaneous
with the customer's acquisition and consumption of the
economic benefits resulting from the Company's performance,
the Company recognizes revenue as a performance obligation
to be performed over a period of time in accordance with
the progress of performance, except where the progress of
performance cannot be reasonably determined. The Company
determines the progress of performance of services rendered
under the input method based on the proportion of costs
already incurred to the estimated total costs. When the progress
of performance cannot be reasonably determined, the Company
recognizes revenue in the amount of costs already incurred until
the progress of performance can be reasonably determined, if
the costs already incurred are expected to be reimbursed.
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Contract costs

Contract performance costs

The Company recognizes an asset as contract performance costs
if the costs incurred to perform the contract do not fall within
the scope of Accounting Standards for Business Enterprises
other than the Revenue Guidelines and the following conditions
are simultaneously met:

(1) The cost is directly related to a current or expected contract,
including direct labor, direct materials, manufacturing expenses
(or similar expenses), clear costs borne by the customer, and
other costs incurred solely for the contract.

(2) The cost increases the resources that the Company will use to
fulfill its performance obligations in the future.
(3) The cost is expected to be recovered.

The asset is presented in inventory or other non-current assets
based on whether the amortization period at the time of initial
recognition exceeds a normal business cycle.

Contract obtainment costs

If the incremental cost of the Company is expected to be
recovered, the contract obtainment cost is recognized as an
asset. Incremental cost refers to the cost that the Company
will not occur without obtaining a contract, such as sales
commission. For the amortisation period not exceeding one year,
it is included in the current profit and loss when it occurs.

Amortization of contract costs

The Company recognizes the above-mentioned asset related to
contract costs on the same basis as the commodity or service
income related to the asset, and amortizes it at the time when
the performance obligation is performed or in accordance with
the performance schedule of the performance obligation, and is
included in the current profit and loss.

Impairment of contract costs

For assets related to contract costs, the book value is higher
than the difference between the remaining consideration that
the Company expects to receive from transferring the goods
associated with such assets and the estimated costs that will
be incurred to transfer such goods, the excess portion shall
be recognized as impairment loss and shall be provided as
impairment provision.
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After the impairment provision is accrued, if the factors of
impairment in the previous period change, so that the above
two differences are higher than the book value of the assets,
the asset impairment provision previously accrued is transferred
back to the current profit and loss, but the transferred book
value of the asset after the return does not exceed the book
value of the asset on the date of reversal under the assumption
that no impairment provision is made.

Government grants

Classification

Government grants refer to monetary and non-monetary assets
received from the government without compensation. According
to the subsidy object stipulated in the documents of relevant
government, government subsidies are divided into subsidies
related to assets and subsidies related to revenue.

Government grants related to assets is obtained by the Company
for the purposes of constructing or forming long-term assets.
Government grants related to revenue refer to the government
grants other than those related to assets.

Recognition of government grants

Government grants are recognized at the receivable amount if
there is evidence at the end of the period that the Company is
able to meet the relevant conditions stipulated in the financial
support policy and that the Company expects to receive the
financial support funds. Other than that, government grants are
recognized when they are actually received.

Government grants in the form of monetary assets are stated
at the amount received or receivable. Government grants in the
form of non-monetary assets are measured at fair value. If fair
value cannot be obtained, a nominal amount (RMB 1) is used.
Government grants that are measured at nominal amount shall
be recognized directly in current profit or loss.

Accounting treatment

The Company determines whether a particular type of
government grant operation should be accounted for using the
gross or net method based on the substance of the economic
operation. Under normal circumstances, the Company only
chooses one method for same type of or similar government-
subsidized businesses, and uses that method consistently for
that business.
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Government grants related to assets should be offset from the
book value of related assets or recognized as deferred income. If
government grants related to assets are recognized as deferred
income, they shall be included in profit and loss in installments in
accordance with a reasonable and systematic method during the
useful life of the constructed or purchased assets.

Government grants related to income that are used to
compensate the related expenses or losses of the enterprise in
the subsequent period are recognized as deferred income, and
are included in the current profit and loss during the period
when the related expenses or losses are recognized or used to
offset related costs. If they are used to compensate the related
incurred expenses or losses of the enterprise, they shall be
directly included in the current profit and loss or use to offset
the related costs.

Government grants related to the daily activities of the
enterprise are included in other income or to offset related
costs. Those not related to the daily activities of the enterprise
are included in the non-operating income and expenditure.

Government grants related to the subsidized interest received
from policy preferential loans offset the relevant borrowing
costs. If a loan is obtained from a lending bank with a policy
preferential interest rate, the actual amount of the loan received
is used as the recorded value of the loan, and the related
borrowing costs are calculated on the basis of the principal
amount of the loan and such policy preferential interest rate.

When a recognized government grant is to be returned, the
carrying amount of the asset is adjusted if the initial recognition
reduces the carrying amount of the related asset. If there is
a related deferred revenue balance, the carrying amount of
the deferred revenue balance is reduced, and the excess is
recognized in profit or loss for the current period. If there is no
related deferred revenue, it is recognized directly in profit or loss
for the current period.

Deferred tax assets and deferred tax liabilities

Deferred tax assets and deferred tax liabilities are recognized
for differences (temporary differences) between the tax bases of
assets and liabilities and their carrying amounts. At the balance
sheet date, deferred tax assets and deferred tax liabilities are
measured at the tax rates that are expected to apply in the
period in which the asset is recovered or the liability is settled.
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Criteria for recognition of deferred tax assets

The Company recognizes deferred income tax assets arising
from deductible temporary difference to the extent it is probably
that future taxable amount will be available against which the
deductible temporary difference can be utilized. However, the
deferred tax assets arising from the initial recognition of assets
or liabilities in transactions with the following features are not
recognized: (1) the transaction is not a business combination, (2)
transactions that do not affect accounting profit, taxable income,
or deductible losses at the time of occurrence.

For deductible temporary difference in relation to investment in
the associates, corresponding deferred tax assets are recognized
in the following conditions: the temporary difference is probably
reversed in a foreseeable future, and it is likely that taxable
income is obtained for deduction of the deductible temporary
difference in the future.

Criteria for recognition of deferred tax liabilities

The Company recognizes deferred income tax liabilities for
taxable temporary differences between current and prior
periods that are due and owing, excluding:

(1) Temporary difference arising from the initial recognition of
goodwill.

(2) Temporary differences arising from transactions or events that
are not part of a business combination and that, at the time
they occur, affect neither accounting profit nor taxable income
(or deductible losses).

3) For taxable temporary difference in relation to investment
in subsidiaries or associates, the time for reversal of the
difference can be controlled and the difference is probably not
to be reversed in a foreseeable future.

When the following conditions are satisfied, deferred tax assets
and deferred tax liabilities shall be presented on a net basis

(1) An enterprise has the statutory right to settle the current tax
assets and current income tax liabilities at their net amounts.
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(2) Deferred tax assets and deferred tax liabilities relate to income
taxes levied by the same tax authority on the same taxable
entity or on different taxable entities, but in each future period
in which deferred tax assets and deferred tax liabilities are
reversed in a material way, the taxable entities involved intend
to either settle the current income tax assets and current
income tax liabilities on a net basis or to realize the assets and
settle the liabilities simultaneously.

Leasing

Judgemental basis and accounting treatment of short-term
leases and leases of low-value assets as a simplified treatment
for lessees

Short-term leases are leases that do not include a purchase
option and that have a lease term of not more than 12 months.
Low-value asset leases refer to leases with a low value when a
single leased asset is a brand-new asset, mainly office equipment
leases.

The Company does not recognize right-of-use assets and lease
liabilities for the following short-term leases and low-value asset
leases, and the relevant lease payments are included in the
relevant asset costs or current profits and losses on a straight-
line method or other systematic and reasonable basis during
each period of the lease term.

mE

SHIER
KiNEAE-HEE

[tems

Short-term rental

Leasing of low-value assets

KABULENEEE™ LR

Classes of leased assets for which simplified
treatment has been adopted

EHER. BEHERE Vehicle rental, dormitory rental

VAW S =8 Office equipment rental

1€y 7 75 B9 7 5% 57 2K #n )l = it
L 22 75

SPsES

1 MEE

ZIK \EEEEABERBEED N

REBRMNAEERE. MABAERE
*ﬁt%%?'—ﬁ%ﬂ%ﬁ#ﬁﬁﬁﬂﬁ
KXBYJLF 2 XL A0 B A9 AE B
HFFENSATRERL, Bt
BE. AEHEEERBRIEBERLL
SN E MR R -

Criteria for classification and accounting treatment of leases as
lessors

(1) Classification of leases

The Company classifies leases into finance leases and operating
leases on the lease commencement date. A financial lease is a
lease that substantially transfers almost all the risks and rewards
associated with the ownership of the leased asset, and its
ownership may or may not be transferred eventually. Operating
leases refer to leases other than finance leases.
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If a lease has one or more of the following circumstances, the
Company usually classifies it as a finance lease:

1)

2)

At the end of the lease term, ownership of the leased asset is
transferred to the lessee.

The lessee has the option to purchase the leased asset, and the
purchase price entered into is sufficiently low compared with
the fair value of the leased asset when the option is expected
to be exercised, so it can be reasonably determined that the
lessee will exercise the option on the lease commencement
date.

Although the ownership of the asset is not transferred, the
lease term accounts for most of the useful life of the leased
asset.

On the lease commencement date, the present value of the
lease receipts is almost equal to the fair value of the leased

asset.

The leased assets are of a special nature, and only the lessee
can use them if no major transformation is made.

If a lease has one or more of the following signs, the Company
may also classify it as a finance lease:

If the lessee revokes the lease, the lessee shall bear the loss
caused by the revocation of the lease to the lessor.

Gains or losses arising from fluctuations in the fair value of the
residual value of assets are attributed to the lessee.

The lessee has the ability to continue the lease to the next
period at a rent far below the market level.

Accounting treatment of financial leases

On the commencement date of the lease period, the Company
recognizes the finance lease receivables for the finance lease and
derecognizes the finance lease assets.

When the finance lease receivables are initially measured,
the finance lease receivable is recorded at the sum of the
unguaranteed residual value and the present value of the
lease receipts not yet received on the start date of the lease
term, discounted at the interest rate implicit in the lease. Lease
receipts include:
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1) Fixed payments net of amounts related to lease incentives
and substantive fixed payments.

2) Variable lease payments that depend on an index or ratio.

3) When it is reasonably determined that the lessee will exercise
the purchase option, the lease receipts include the exercise
price of the purchase option.

4) When the lease period reflects that the lessee will exercise
the option to terminate the lease, the lease receipts include
the amount payable by the lessee for exercising the option to
terminate the lease.

5) The residual value of the guarantee provided to the lessor by
the lessee, a party related to the lessee, and an independent
third party that has the economic ability to perform the
guarantee obligation.

The Company calculates and recognizes interest income for each
period during the lease term based on a fixed lease implicit
rate, and variable lease payments acquired that are not included
in the measurement of the net investment in the lease are
recognized in profit or loss when they are actually incurred.

(3)  Accounting treatment of operating leases

The Company recognizes lease receipts under operating leases
as rental income using the straight-line method or other
systematic and reasonable methods in each period of the lease
term. Capitalized initial direct costs incurred in connection with
operating leases are amortized over the lease term on the same
basis as rental income recognition and are recognized in profit
or loss by installments. The variable lease payments relating to
operating leases that are not recognized as lease receipts are
recognized in profit or loss when they are actually incurred.
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V. Taxation

1. Main taxes and tax rates

FTEHFGHEIE R Information on main taxes and tax rates
i A Tax types i+ i 18 Taxable basis
BEH Value-added tax (VAT) #&#BUEMEITENHEE The output tax is calculated
= R 4 on the basis of income from
”\Wfﬂmﬁj”ﬂ&)\jj the sale of goods and taxable
BRI BB E , 7E services in accordance with the
B2 24 HA 4 ¥ 35 40 w9 3 Provisions of the tax law, and
’ ., after deducting the input tax
MABEE, ZEMEBHI A allowable for deduction in the
7 3% 1 (R current period, the difference
will be the value-added tax
payable.
I T A AP R IR R Urban construction and 52 447 %% B FR &R Payment of the actual turnover
maintenance tax tax
Bl AT S At Income tax 57 48 i PR S & Taxable income
BB EM M Education surcharge SCE B 5 B AR Payment of the actual turnover
tax
75 208 2R 0 Local education 52 BOM ¥ Bl B AR Payment of the actual turnover

surcharge

tax

7 7£ T A 1 Ak P 13 B B S 49 1 £ 14

HY , #E 187w

Details of income tax rates for different taxpayers are set
out below

PNIREEZM

HEHIBROHBERAS
ETRHEREBERAS

R TELERKBRAF
HEHWIFBERAA
HEHUWLWARBRAT

Gan&Lee Pharmaceuticals USA Corporation
HEERERLQE

G&L HOLDINGS NEW JERSEY INC

G&L MANUFACTURING NEW JERSEY INC

HEEYHE (LB BERAT

Gan&Lee Pharmaceuticals of Brazil Commercial Gan&Lee Pharmaceuticals of Brazil Commercial and

and Importer for Medicines Ltda
Gan&Lee Pharmaceuticals Europe GmbH

HEEYHRR(EBES)BRAS

BESARARSERIELH

Name of taxpayer

Gan & Lee Pharmaceuticals.

Beijing Gangan Technology Co., Ltd.

Bejing Dingye Haoda Technology Co., Ltd.
Gan & Lee Pharmaceutical Jiangsu Co., Ltd.
Gan & Lee Pharmaceutical Shandong Co., Ltd.
Gan&Lee Pharmaceuticals USA Corporation
Gan & Lee Holdings Limited

G&L HOLDINGS NEW JERSEY INC

G&L MANUFACTURING NEW JERSEY INC

Gan & Lee Biotechnology (Shanghai) Co., Ltd.

Importer for Medicines Ltda
Gan&Lee Pharmaceuticals Europe GmbH

Gan & Lee Biotechnology (Zhuhai Henggin) Co., Ltd.

Hainan Jingtai Technology Services Co., Ltd.
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Note:

(1)The corporate income tax rate of Gan&Lee Pharmaceuticals
Europe GmbH is 15%, and the statutory tax rate after adding a
solidarity surcharge of 5.5% to the income tax rate is 15.825%;
The corporate income tax rate of Gan&Lee Pharmaceuticals of
Brazil Commercial and Importer for Medicines Ltda is 15% and
the net profit social sponsorship fee is 9%.

(2)On June 22, 2026, G&L MANUFACTURING NEW JERSEY INC, a
subsidiary of the Company, completed its deregistration.

Tax incentives

Since January 1, 2008, according to the "Enterprise Income Tax Law
of the People's Republic of China", high-tech enterprises that need
to be supported by the state are subject to a reduced enterprise
income tax rate of 15%. The Company obtained the Certificate of
the High and New Technology Enterprise in 2011, and has reapplied
and qualified for the recognition of the High and New Technology
Enterprise every three years since 2011, therefore, it is entitled to
the tax benefits of high-tech enterprise from 2011 to October 2026.
The certificate number of the "Certificate of the High and New Technology
Enterprise" of the Company is GR202311000039, which was issued on
October 16, 2023 and is valid for three years.

In accordance with the "Announcement of the Ministry of Finance
and the State Administration of Taxation on Relevant Tax and Fee
Policies for Further Supporting the Development of Small and Micro
Enterprises and Individual Industrial and Commercial Households"
(Announcement No. 12 of 2023 of the Ministry of Finance and
the State Taxation Administration), the policy whereby the taxable
income of small and micro enterprises is reduced by 25% and
enterprise income tax is payable at a rate of 20% shall be extended
for implementation until December 31, 2027. During the reporting
period, Gan & Lee Biotechnology (Shanghai) Co., Ltd. and Beijing
Dingye Haoda Technology Co., Ltd., subsidiaries of the Company,
were subject to the small and micro-enterprise tax reduction policy.

According to the Hong Kong Profits Tax - Inland Revenue Ordinance,
the two-tiered profits tax regime is applicable to tax years beginning
on or after April 1, 2018. The profits tax rate is reduced to 8.25% for
the first HKD 2 million of profits of an enterprise, and continues to be
taxed at 16.5% for profits thereafter. For non-corporate entities, such
as partnerships, the profits tax rates for the two tiers are 7.5% and
15%, respectively.
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Notes to items in consolidated financial statements

Monetary funds

VA NS

1. HmHES 1.

me Item

EED & Cash on hand

RITFER Bank balance

Hih B m A Other monetary funds

3 B8R M7 W) 2 Unexpired interest receivable
&It Total

Hr: & 107 1R 5 B9 5ROUE B

Of which: total proceeds

deposited abroad

H A

HAOZREINEMASHEANT:

Other notes

Financial assets held for trading

mE ltem

H Others

&t Total

2. RS EREF 2.
me ltem

LARMETEBHETEITAY Financial assets measured at fair value
and will have their changes accounted for
in the current profit and loss

R EN SRR
Heh:
EHHEER
120 7 G

&t

Of Which:

Structured de-posit

Financial product

Total

174

BT MM ARM
Unit: RMB

AR

Opening balance

2,010,639,127.84
243,603.19
77,430,385.25
2,088,313,116.28
18,260,918.37

The details of restricted monetary funds are as follows:

Bi:or ™M ARM
Unit: RMB

HAR) R AR
Opening balance

813,688.35

813,688.35

Bfi:oc mM: ARM
Unit: RMB

BRI

Opening balance
1,401,114,684.93

1,401,114,684.93

1,401,114,684.93
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3. MKEE 3.  Notess receivable
(1) W EESET (1)  Classification and presentation of notes receivable

mA Item ) AR R W

Opening balance
RITEADRIE Banker's acceptance 6,078,174.99
a1t Total 6,078,174.99

(2) HEALNTEEFPHBHEFEZ~% (2) Notes receivable that have been endorsed or discounted by the
155 26 B 151 K B BF B9 17 4 E 1 Company at the end of the period and are not yet due at the
balance sheet date.

HRKRZRIEHRINED
me ltem Amounts not derecognized at
the end of the period
RITAREIE Banker's acceptance 5,808,223.92
&ait Total 5,808,223.92
WER: BTFEPAMAMHRIT AR Note: Bankers' acceptances used for endorsement or discounting
LCERERSELAREMETER, are derecognised. This is because they are accepted by banks
E AR EBR AR RN, H with high credit ratings, the credit risk and risk of delayed
BEREREXNANENKREEBAR payment are minimal, and the interest rate risk associated with
17, I EREFREN ENEER the notes has been transferred to the banks. Therefore, it can
RAKMEZRER, HEILEHIA be judged that the major risks and rewards of ownership of the
KRB U ERYI NBITHAE R C notes have been transferred. The Company's notes receivable
E, HFRITAZLCELZ LK are all bankers' acceptances, and no provision for bad debts has
R ERAR , BARITRIFMK - been made as the risk of bad debts on bankers' acceptances is
low.
4. 7KK TR 4.  Accounts receivable
(1) BIKES IR E (1)  Disclosed by aging
BT M ARD
Unit: RMB
T Aging H ) K & R
Opening balance
1FUA(BL1F) Within 1 year (Including 1 year) 595,280,568.33
HA: IF LA Of which: Sub-item within 1 year
6 MALLA Within 6 months 595,221,143.24
=128 7 to 12 months 59,425.09
&1t Total 595,280,568.33
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BASITHERKES: Provision for bad debts by portfolio:
AEIHRIME: FRTUTRTEER Combined provision items:External Accounts receivable subject
2K B9 9h BB B2 U K R to expected credit losses provided on non-separate provision

B MM ARM
Unit: RMB

E=% Item
6B LA Within 6 months
=128 7 to 12 months
it Total
(3) HFHMESHER (3)  Provision for bad debts
B ™M AR™
Unit: RMB
KT HE
Changes in the current period
B S ges wrrentper
Epl] Categor Openin N W » _
=7 e e iR WENBE BHSEE S
Accrual Recovery or Write-off ~ Others
reversal
LU K FR IR MK & Provision for 2,049,553.28 596,049.05 20,815.45 -1,111.58
bad debts
on accounts
receivable
&1t Total 2,049,553.28 596,049.05 20,815.45 -1,111.58

(4) Top five accounts receivable and contract
assets with closing balance based on debtors

(4) BRHFITEBIH K F G FE S B
7 4 JiK 7% 1 & [B] 25 7= 16 210

BT MM ART
Unit: RMB

REIKFRBRRT GRAARRO WK RMNEEE™ SZRKRMNEER~AR FKESHRRH

Closing balance  Closing balance AR REVEITEHBLLHI (%) Closing balance of
B ZR Entity of accounts of contract assets Closing balance of  Percentage of combined  provision for bad
receivable accounts receivable closing balance of debts

and contract assets  accounts receivable and
contract assets(%)

=1 Customer 1 115,491,168.50 115,491,168.50 15.19 400,666.96
%P2 Customer 2 26,374,978.68 26,374,978.68 3.47 91,501.21
%P3 Customer 3 23,843,927.92 23,843,927.92 314 82,463.45
P4 Customer 4 21,618,315.89 21,618,315.89 2.84 74,977.75
Z/F5  Customer 5 18,357,924.45 18,357,924.45 2.41 63,683.81
&it Total 205,686,315.44 205,686,315.44 27.06 713,293.18
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5. MIHRTIEE 5.

Financing receivables

(1) YT G R 5 2K 5 (1) Presentation of financing receivables classifications
BT MM AR®
Unit: RMB
=] Item BV REN
Opening balance
I U 2 HE Notes receivable 561,084.73
=l Total 561,084.73
6. F{t=hm 6. Prepayments
ot 2 v = (1) By agin,
Unit: RMB
LRI
Opening balance
T % Aging
1 tt 151 (%)
Amount Proportion (%)
1F R Within 1 year 55,218,532.78 99.53
1E26F 1to 2 years 262,007.68 0.47
= Total 55,480,540.46 100.00

T 9 4833 14 B 5 81 88 22 A9 T R I
RN E B RER R

B E2026F68308 , M IKRKEN
PREEKKES -—FESTIEE
BY IS R o

2) #AMSHRALHHFRTIEE (D
BYFAT 7% 18 7
51U & R Entity

L Supplier 1

R 2 Supplier 2

CIVEEK] Supplier 3

L7 4 Supplier 4

VRS Supplier 5

&It Total
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A description of the reasons why prepayments aged more than
one year and of significant amounts have not been settled in a
timely manner:

As of June 30, 2026, there were no prepayments in the
prepayment balance that were more than one-year-old and
significant in amount.

Top five closing balances of prepayment, grouped by prepayment
recipients

BT mH: AR™

Unit: RMB

S AT FRIUER R R A T B B 51 (%)

Percentage of total closing balance of prepayments
(%)

14.65
7.46
6.18
5.51
4.91

38.72




7. Htt MR

7.

Other receivables

ltem presentation

m B 5 7w
m e ltem
Hth i W ik Other receivables
it Total

H fth i W=

(1) BIKE R E

(1)

Other receivables

Disclosed by aging

Details of classification by nature

T 18 Age of accounts

1F LR (B1HF) Within 1 year (Including 1 year)
1F LRIt Subtotal: Less than 1 year
1E24 1to 2 years

2E3F 2 to 3 years

3E4EF 3 to 4 years

45 4 to 5 years

5E& E More than 5 years

N Subtotal

BRI OE & Less: provision for bad debts
a1t Total

(2) BHIIMEDXEER )
I R Nature

WERIEE
RBER
EREEMHEAM
Wit
RO

&it

Deposit guarantee

Advance of funds

Provisions and others

Subtotal

Less: provision for bad debts

Total

Semi-Annual Report 2026

Bt ™M AR®
Unit: RMB

R
Opening balance

3,759,148.34
3,759,148.34

BT M AR™
Unit: RMB

HA 90 K T R B

Opening balance
3,614,701.10

3,614,701.10
253,567.50
281,727.60

157,200.38
4,307,196.58
548,048.24
3,759,148.34

B or M ARM
Unit: RMB

HA A0 K R R

Opening balance
4,033,051.37

269,789.24
4,355.97
4,307,196.58
548,048.24
3,759,148.34
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(3) HFIKEFIHIEBAR (3)

Provision for bad debts

B M AR™

Unit: RMB

E—ME&
Stage 1

RS

Provision for bad debts

KRB ERMR
K Expected credit losses
for the next 12 months

2026 F1B1HF®
Balance as of January 1,
2026

20261 A1B R EUE A HA
Balance as of January 1,
2026 in the current period
~EANEZNE
Transferred to Stage 2

548,048.24

-HENE=ZNE
Transferred to Stage 3

-EOE MR
Revert to Stage 2

-BOE-NER
Revert to Stage 1

AERITIR

Accrued in the current
period

K ERFR [0

Reversed in the current
period

KNERFR 5

Write-offs in the current
period

NERIZ 5

Write-offs in the current
period

Hh T 5p

Others

268,257.87

178,926.99

-6,493.15

20266 B30H &M
Balance as of June 30,
2026

630,885.97

B
Stage 2

EZMER
Stage 3

BIFLEMBERRE BN FLRTHAEARKE

(RREERREE)
Expected credit losses
for the entire duration

REERBE)
Expected credit losses for
the entire duration (credit

(no credit impairment) impairment)

& it
Total

548,048.24

268,257.87

178,926.99

-6,493.15

630,885.97

W AIREHR, AR EFHE
WHTFEMEME=ZMERNEMN
W o

180

Note: At the end of the reporting period, the Company had no

other receivables in stage 2 or stage 3.
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Bt MM ARD
Unit: RMB

(4) HFHMESHIER (4)  Provision for bad debts

HR ¥ R &N AW AR 2 <6 R

Opening Changes in the current period
Bl balance T Il B A (A A R A HAth Az 5l
Category Accrual Recovery or  Write-off Others

reversal

Hth &7 W 308F K O & 548,048.24 268,257.87 178,926.99 -6,493.15
Allowance for Doubtful Accounts
on Other Receivables
&1t 548,048.24 268,257.87 178,926.99 -6,493.15
Total

(5) BRAFVALIHKARBEHESHE (5)

Top five other receivables with closing balance based on debtors

Bt i #1872
Bt ™ ARD
Unit: RMB
BB Entity o B AR U R AR I M BT K W&
kS H 4t Nature Aging AR R
A EE 1 (%) Closing
Percentage of balance of bad
total closing debt provision
balance
of other
receivables (%)
FAMIBREE Sigma- 43.22 W& RIEE 2FE LA 265,500.00
= 5 Aldrich(Shanghai) ) o
z;;:/iﬁj)m% Trading Co.,Ltd Deposit guarantee Within 2 year
NE
FESCO FESCO 3525 HERIEE 1E AW 108,280.46
(Australia) (Australia) Deposit guarantee Within 1 year
International  |nternational
Business Business
Centre Pty Ltd Centre Pty Ltd
LRI A /3 Beijing Foreign 3.05 HERIEE 1FE A 9,375.76
[ P Enterprise Human . L
i%ﬁﬁﬁwﬁﬁﬁ Resource Service Deposit guarantee Within 1 year
N Co.
A [EE % &g China Securities 2.92 BN 1EMRW 8,970.48
Depository I
o =
FHHEER=RME and Clearing Advance of funds Within 1 year
AT LB DA Corporation
= Limited Shanghai
Branch
LRI B FF L Real Estate 263 WERIER 1E R 8,087.46
= Operations . o
EHBR=EE Branch of Deposit guarantee Within 1 year
NEEH L Beijing Urban
AN Development
S Group Co., Ltd.
=1 Total 87.07 / / 400,214.16
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8. #H 8.
(1) HFEH%E (1)
mE ltem

Inventory

Classification of inventories

B i ARD
Unit: RMB
HRET
Opening balance
TKERE FRBENES/ BR TKE fHE
Carrying amount B4R AREES Book value

Provision for
decline in value

of inventories/
impairment

of contractual
performance costs

R K Raw materials 146,106,497.23 1,744,641.97 144,361,855.26
M  Packing 132,457,107.31 1,455,361.24  131,001,746.07
materials
B &l 3 Self- 626,830,736.10 231,990.56 626,598,745.54
B R manufactured
782 semi-finished
£~ & products and
in-process
products
E & ™ Merchandise 68,809,642.79 1,716,726.98 67,092,915.81
=l in stock
& 1 B Goods in 113,810.97 113,810.97
o transit
[u]s}
JB ¥ # Revolving 39,518,777.94 39,518,777.94
Kl materials
= Total 1,013,836,572.34 5,148,720.75 1,008,687,851.59
(2) GZEENESKRSEHELREHE (2)  Provision for decline in value of inventories and impairment of
BE contractual performance costs
Bi:oc MM ARM
Unit: RMB
B R 5 H9 38 PN % B KER L W
Opening  |ncrease during the Decrease during the period
balance period
mBE Item . 5
TR Hth ¥ [ol o 5 Hth
Provision Others  Reversal or write- Others
off
B Raw materials 1,744,641.97 2,043,669.02 714,424.65
& Packing materials 1,455,361.24 3,833,830.84 327,807.64
BE ¥ RESS  Self-manufactured 231,990.56 4,938.19 3,594.14
semi-finished
products and in-
process products
EFEEm Merchandise in 1,716,726.98 1,481,522.20 727,321.92
stock
a1t Total 5148,720.75 7,363,960.25 1,773,148.35
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AR RSN RN SN E Reasons for reversal or write-off of provision for decline in value
of inventories during the period.
TEAARSHBECITEEEEHEN Mainly due to the disposal of inventories for which inventory
HEEWNEEHETLAE, impairment provisions had been recognized during the reporting
period.
9. —FREIPMIERMEF 9.  Non-current assets maturing within one year

BT MM ARM

Unit: RMB
= Item LRI
Opening balance
—FRNIBENENER Debt investments due within one 324,456,250.00
year
=h1 Total 324,456,250.00
(1) — BB B AB 1SR (1) Debt investments due within one year
BT mH: ARM
Unit: RMB
HYRE
Opening balance
mE - lem WE SR RIS TKE 8
Carrying amount Provision for Book value
impairment
= & #f Three-year 324,456,250.00 324,456,250.00
certificate of
R deposit (CD)
L2l
=h1 Total 324,456,250.00 324,456,250.00
(2) HIFEER—ER T BB ER G E 2) Significant debt investments due within one year at the end of
the period
BT MM ARD
Unit: RMB
R
Opening balance
M - N
7 EE BEAE REAE HME  alise
em Par value  Coupon Effective Maturity Overdue
rate interest date principal
rate
—ERKGFR 300,000,000.00 3.25% 2026/7/13
3-year large
certificate of
deposit
—FHARTGFE
3-year large
certificate of
deposit
&1t 300,000,000.00 / / /
Total
WEE: B E2026FE6830H, FRKEF Note: As at June 30, 2026, the accumulated accrued but not
PENEARRITITROKRBBALKRFE R yet due interest receivable on the above certificates of deposi

& 935,011,111.11 5T o (classified as debt investments) is RMB 35,011,111.11.
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10. HtRzh&E~ 10. Other current assets
Bt M ARD
Unit: RMB
mA Item H R
Opening balance
RIORGHRRLARE Withholding of social security and 1,999,839.28
provident Fund
b A= A VAT credit 387,433.50
I 44 PR 1S B Bt &R Prepaid income tax
&t Total 2,387,272.78
11. EHENEHE 11. Debt investment
(1) GRRZER (1)  Status of debt investments
BT B ARD
Unit: RMB
R
Opening balance
mA Item KERTM REES T & 1 &
Carrying  Provision Book value
amount for
impairment

LIPS B A1t & Large-denomina-

— tion cer-tificates of
BERA_AH; deposit classified

187,438,589.23

187,438,589.23

Fe as finan-cial assets
measured at amor-
tized cost
a1t Total 187,438,589.23 187,438,589.23
(2) HiF EBRENG S 2) Significant debt investments at the end of the period
B M ARD
Unit: RMB
B RAN
Opening balance
m I N
ne EE REMNE SGHNE HEE aNis
€ Parvalue Coupon Effective Maturity Overdue
rate interest date principal
rate
—FHRKRITGEFEE 30,000,000.00 2.70% 2027/7/9
3-year large
certificate of
deposit
—FHAMER 50,000,000.00 2.73% 2027/7/31
3-year large
certificate of
deposit
ZSFHAMEER 100,000,000.00 2.75% 2027/6/21
3-year large
certificate of
deposit
a1t 180,000,000.00 / / /
Total
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WER: B E2026F6H300, LXK
BT 2R BRI IT R B9 R B A7
Rz W #) /2 5~ 8 9 4,256,413.257T o

12, KHEIR U ER 12.

(1) KEHEKZIER (1)

mE Item

B % fH 55 F Finance lease
payments

Hr: k£ Of which:
fm%ﬂﬁ”&%ﬁ Unrealized

financing
gains
B 1N Less: Long-
. yg term receiv-
] S
EI B KA ables due
7 Ug #R within one
year
‘it Total

Semi-Annual Report 2026

Note:As at June 30, 2026, the balance of accrued but not yet
due interest receivable on the above-mentioned certificates of
deposit classified as debt investments, for which impairment
provisions have been recognized on a cumulative basis, is RMB
4,256,413.25.

long-term receivables,

Status of long-term receivables

B ™M ARM

Unit: RMB
HAR) R AR 7 0 =X HA
Opening balance ia]
Discount
rate range
I T & AR RS
Carrying Provision for bad e 1 8
Book
amount debts
value
13,943,590.12  13,943,590.12
415,133.68 415,133.68
4,378,648.61 4,378,648.61
9,564,941.51 9,564,941.51 /
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14, HftiERsh = A~ 14.

Other non-current financial assets

BT MM AR™
Unit: RMB

TE

DELN DM EITE B ET I Classification of financial

Iltem

RO
Opening balance

68,937,018.25

A= assets at fair value through
ANEBREZBAS profits or losses
Hp: Nam TAL R Of which: Investments in equity 68,937,018.25
instruments
&t Total 68,937,018.25
HAthigtBe Other Notes:

B E20266H308, xRFAFHAFIL
FHXF MR BRAF6851125
B BE R T HMIARR s & /A
=, BRamEItE.

As at June 30, 2026, the Company held 685,112 shares of Jiangsu
Hanbon Science&Technology Co., Ltd., which are classified as
other non-current financial assets and measured at fair value.

15. BEE&E™ 15. Fixed assets
m A5 R Item presentation
Bi:oc M ARM
Unit: RMB
mHE ltem BRI 31
Opening balance
Bl € # 7 Fixed assets 3,180,567,912.45
= Total

3,180,567,912.45
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Fixed assets
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(1) BElEZE~ER (1)  Status of fixed assets
B w M ARD
Unit: RMB
FEERERY 88 ig & EWMIR Hithig & At
m B ltem Houses and buildings Machinery and Carriers Other Total

equipmnt equipment
—. KERE: . Original book value:

LEA#D R &N 1. Opening balance 2,192,364,778.25 2,076,223,144.84 13,402,946.44 228,340,681.22 4,510,331,550.75

2R I AN

OWE

QurEEIEER

() I RIREA
E&

SAHALE]
(D) B EHIRE
QEENERT

4 HIRRE

—. RitiA

LB RE
2R I = AN

(1) 112
() SpmIRF

e

E|

SAEHALE;M
(DR EHIRE

4 HIRRE
=, HEEE
LB RS

2 A HRE I & B
SEHALE]M

4 HIR R

M. K E T E
LERIKE N E
2.E K E N B

2. Increase during the
period
Acquisition
Transfer from

construction in progress
Translation

differences on foreign

currency statements
3. Decrease during the

period
Disposal or

scrapping
Transferred to

construction in progress
4. Closing balance

Il. Accumulated
depreciation
1. Opening balance
2. Increase during the
period
Accrual
Translation
differences on foreign

currency statements
3. Decrease during the

period
Disposal or

scrapping
4. Closing balance

lll. Provision for
impairment
1. Opening balance
2. Increase during the

period
3. Decrease during the

period
4. Closing balance

IV. Book value
1. Closing book value

2. Opening book value

52,985,919.76

52,985,919.76

33,639,655.06

33,639,655.06

2,211,711,042.95

451,842,290.87

52,119,264.70

52,119,264.70

503,961,555.57

19,701,181.74

19,701,181.74

1,688,048,305.64

1,720,821,305.64

48,148,712.68

48,148,712.68

52,772,242.46

316,032.64

52,456,209.82

2,071,599,615.06

703,867,062.53

96,568,719.94

96,568,719.94

243,871.37

243,871.37

800,191,911.10

32,368,542.82

32,368,542.82

1,239,039,161.14

1,339,987,539.49

168,853.10

25,663.72

143,189.38

13,571,799.54

9,371,993.95

847,838.04

847,838.04

10,219,831.99

3,351,967.55

4,030,952.49

14,238,082.26

140,643.80

14,143,472.15

242,474,948.24

112,612,566.39

14,540,913.46

14,570,767.99

127,104,401.44

115,370,546.80

115,728,114.83

115,541,567.80

166,307.52

115,421,293.97

-46,033.69 -46,033.69
103,815.24 86,515,712.76
103,815.24 419,847.88

86,095,864.88

4,539,357,405.79

1,277,693,913.74

164,076,736.14

164,106,590.67

-29,854.53 -29,854.53
49,078.41 292,949.78
49,078.41 292,949.78

1,441,477,700.10

52,069,724.56

52,069,724.56

3,045,809,981.13

3,180,567,912.45
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(2) FDEZFHREBEIEEZ~IER 2

mAe ltem
B4 & 14 The B4 R&D building
=has Total

16. EEIE

16. Construction in progress

ltem presentation

Fixed assets of which certificates of title have not been obtained

Bf:w mA: ART
Unit: RMB

RDZFRIEBHNRE

Reasons for non-obtainment of certificates of title

=AY IE 70 38

Title deeds in process

/

B M AR™
Unit: RMB

YR
Opening balance

393,466,750.17
393,466,750.17

8 5w
mA Item
TRIRE Construction in progress
&t Total

EEIRE

(1) #TEEBIEER

190

Construction in progress

(1)  Status of construction in progress
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17. FERANER™

17. Right-of-use assets

Bi:r mMMARM
Unit: RMB

THE

—. kKERE:
LB &M
2. HB I N & AR
(1) %718 8 55
QFRRITEEZD
JARER D £
(I)FEER AR EL
4HAR RN
—. 2itHA
LB R
2.Z< BB 1% BN & AN
1)it12
QFmRERITEED
ARER LB
(DA FEHAR L
4R R
=, REEE
LB R
2. A HA 4% hN & AR
ARV 2
4HAR R
M. E N E
LEARKE N E
2B KENE

Iltem

I. Original book value:
1. Opening balance
2. Increase for the period
New leases entered into during the period

Translation differences on foreign currency
statements

3. Decrease for the period
Lease expiry or termination
4. Closing balance
II. Accumulated depreciation
1. Opening balance
2. Increase for the period
Accrual

Translation differences on foreign currency
statements

3. Decrease for the period
Lease expiry or termination
4. Closing balance
IIl. Provision for impairment
1. Opening balance
2. Increase for the period
3. Decrease for the period
4. Closing balance
IV. Book value
1. Closing book value

2. Opeaning book value

BEERERY
Houses and
buildings

7,717,160.31
415,073.98
614,686.10
-199,612.12

779,143.69
779,143.69
7,353,090.60

4,304,912.75
572,607.91
693,045.01
-120,437.10

676,113.56
676,113.56
4,201,407.10

3,151,683.50
3,412,247.56
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18. EWHF 18. Intangible assets
B MHARD
Unit: RMB
mA Item =+ #h fF A4 EEZFEA R A Y
Land use rights Non-patented  Software license
technology
—. KERE: I. Original book value:
LAY R &N 1. Opening balance 285,409,744.00 46,315,420.07 40,672,284.33
2.7 HR 1B 0 & AR 2. Increase for the 111,320,599.56 261,480,086.83 415,796.38
period
LOmeE Acquisition 111,320,599.56 415,796.38
(2) NEB A & Internally 261,480,086.83
developed
I D RN o Tl 3. Decrease for the 289,039.68
period
=z Disposals 125,226.00
(2) shmIRFIT Translation 163,813.68
differences on foreign
BED currency statements
4HAR RN 4. Closing balance 396,730,343.56 307,795,506.90 40,799,041.03
Z. Rtk Il. Accumulated
amortization
1LEBFI R &N 1. Opening balance 54,691,639.25 25,429,905.71 27,162,699.40
2.2 HB 12 N & AN 2. Increase for the 6,100,948.22 11,858,196.01 2,396,364.90
period
(1) 1+12 Accrual 6,100,948.22 11,858,196.01 2,396,364.90
3. ERR D & E 3. Decrease for the 229,881.22
period
(e Disposals 66,067.54
() Sh IR TR Translation 163,813.68
differences on foreign
-
SEM currency statements
A FAER R 4. Closing balance 60,792,587.47 37,288,101.72 29,329,183.08
=, BEE®E lII. Provision for
impairment
LEAF REN 1. Opening balance
2.7 HRIE I & &N 2. Increase for the
period
JAKEBLEE 3. Decrease for the
period
4 HARREN 4. Closing balance
KENE IV. Book value
LXK ENE 1. Closing book 335,937,756.09 270,507,405.18 11,469,857.95
value
2K EmMNE 2. Opeaning book 230,718,104.75 20,885,514.36 13,509,584.93
value
KERBI RS AIMAL AT As at the end of the current period, the proportion of intangible
FHE P S HE = REAILLBI43.78% assets internally developed by the Company to the total balance

of intangible assets was 43.78%.As at the end of the current
period, the proportion of intangible assets internally developed
by the Company to the total balance of intangible assets was
43.78%.
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B MM AR®
Unit: RMB

19. KHEFHZER 19. Long-term prepaid expenses
MY RTM FHEMEEM EABE 3H = A
Opening balance Increase during ~ Amortisation for
A tem the current the current period
period
AANEREEBE Leased-in home 10,504.33 10,379.53
improvement
costs
a1t Total 10,504.33 10,379.53

H M3 eA

HLXTHSHOEMB DTN
124.807%

200 BEFRSRAS/ BEFRFHRA

51

(1) KEZHE 5 B9 1% I 13 8 5

Other notes:

RMB 124.80.

20.

(1) Deferred tax assets not offset

oA

RFERBEESE

ltem

Asset Impairment

Provisions

R E6 32 5 R LI F) 78 Unrealized Profit

FIEI0 S M

I U 45 1F 42 B A BT HA Advances Received

AR 55 R

I IR i
R
B A
A3 B
mRME

&it

from Internal
Transactions

Tax Losses

for Franchise

Preliminary Services

Deferred Income
Lease Liabilities

Equity Incentives

Charitable
Donations

Accrued Projects

Total

194

Deferred tax assets/deferred tax liabilities

Other decreases due to exchange rate fluctuations amounted to

BfI: T ™M ARM

73,759,636.95

150,999,230.12

451,911,020.60

23,845,263.14

162,318,142.19
3,741,743.26
190,104,557.67

20,000.00

111,397,853.06

1,168,097,446.99

Unit: RMB
H R
Opening balance
AN ENSEESR & I P 1§ 5
Deductible B
temporary differences Deferred
tax assets

15,403,052.75

37,734,239.65

112,977,755.15

3,576,789.47

37,120,390.86
661,067.39
28,972,213.65

5,000.00

23,550,599.39

260,001,108.31




K LZHT 5 091 FL 13 5 15

2

2)

me Item

EEZ -~ Depreciation of

fixed assets
fFERNE™ Right-of-use assets
ERMEAT QAN EZ Gains and losses on

— 45 e changes in fair value
o] I Tm . .
h iR 5 of financial assets
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Unoffset deferred tax liabilities

Bt M AR®
Unit: RMB

MAHENEESR
Taxable temporary
differences

276,007,424.80

3,412,247.56

28,367,009.00

R
Opening balance

6 JE BT S M fA R
Deferred tax
liabilitie
41,401,113.72

675,285.75

4,255,051.35

a1t Total 307,786,681.36 46,331,450.82
(3) LUMHEERTITHEREFEHZE (3) Deferred tax assets or liabilities presented as net of offsets
R
Bt A ARM
Unit: RMB
BEFEHACFNAREEREMEHRE BEFMEHAFMARIKEEELEMERE
FERBIREHM FRAGRHARKRI HEREST FHROGEHIDEDM
Amount of deferred Balance of deferred  Amount of deferred Opening balance of
e Item tax assets and tax assets or tax assets and deferred tax assets
liabilities offset at liabilities after liabilities offset at or liabilities after
the end of the period offsetting the beginning of the offsetting
period
BIEFRIS R AT  Deferred tax assets  25,882,534.45 196,878,431.59 46,331,450.82 213,669,657.49
AL F 18 M (R Deferred tax liabilities 25,882,534.45 20,611,784.53 46,331,450.82
(4) KBINBERFERZ A (4)  Breakdown of unrecognized deferred tax assets
Bt M ARD
Unit: RMB
B =
m 5 Item Opening balance
EEi iR Deductible losses 648,560,653.74
a1t Total 648,560,653.74
(5) XN FEEFEHZZHAROS (5 The deductible losses for which no deferred tax assets have been

B FUTFEZR

recognized will expire in the following years
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B c mM: ARM

Unit: RMB
R &x
i vear Opening balance Note
20264 2026 3,761,168.06
20274 2027
20284 2028 6,151,542.61
20294 2029 752,336.42
2030 2030 34,522.04
20314 2031
2035-20464 2035 to 2046 637,861,084.61
a1t Total 648,560,653.74 /
21, HthIERmhaEr= 21.  Other non-current assets
Bt M ARD
Unit: RMB
H R
Opening balance
mE tem KERST REEE W 41 18
Carrying amount Provision for Book value
impairment
— &L EE Time deposits 825,671,506.85 825,671,506.85
A 75 with a
1 = duration of
over one year.
T 1% & F Prepayments 82,765,262.29 82,765,262.29
for equipment
LI H I Input tax to be 22,314,548.31 22,314,548.31
*ﬁ.g}ﬁ offset
AT 2R Prepayments 2,349,200.00 2,349,200.00
N for software
o purchases
M{J T Prepayments 21,620,000.00 21,620,000.00
for
Construction
&t Total 954,720,517.45 954,720,517.45
22. FRENSERANZSRE™ Assets with Restricted Ownership or Use Rights
BT M ART
Unit: RMB
IR
Opening balance
M8 ltem KERT KENE BREAY  BRER
Carrying Book value Type Restriction
amount
# £ Monetary 813,688.35 813,688.35 Hi FEHAZER
funds Others Restricted
access
ait Total 813,688.35 813,688.35 / /
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23. [T 23. Accounts payable
(1) Tz 5 T (1) Presentation of accounts payable

BT M AR

Unit: RMB
=] Item BV REN
Opening balance
[ 5 Raw materials 53,968,571.35
M Consumables 44,487,679.81
A R&D 8,193,288.44
Hi Others 27,758,258.76
&1t Total 134,407,798.36
24, ARKH 24. Contract liabilities
(1) &BREREER (1)  Presentation of contractual liabilities
Bt MR ARM
Unit: RMB
I E Item AR
Opening balance
P UL BT R Payments received in advance 44,035,554.87
U I AN AT HA AR 55 Advance receipts for pre- 23,845,263.14
license services
&t Total 67,880,818.01

2026 FFFERE /197



Bfi:ow M ARM
Unit: RMB

Bl M ARD
Unit: RMB

25. R {3 ER T Fr M 25. Remuneration payable to employees
(1) TERIFHMI T (1) Presentation of remuneration payable to employees
H R 7S B 1B A0 7S HR R D
Opening  Increase during Decrease during
M
mHE tem balance the current the current
period period
— . EHF N |. Short-term 179,872,679.03  510,308,684.61 545,709,482.42
remuneration
Z. BREEA-EERFEITL I Post-employment 5,475,364.75 37,123,883.18  38,437,485.75
benefits defined
contribution plans
=. HR@EH lIl. Termination benefits 1,916,441.80 4,625,017.85 6,541,459.65
&t Total 187,264,485.58  552,057,585.64 590,688,427.82
(2) *EHFMIIT (2)  Presentation of short-term remuneration
YR < HA 12 0 7 HR R D
e ltem Opening balance Increase during Decrease during

—I&.RKE. EZMN

FAN
— . BRIERNE

|. Salaries, bonuses, allowances
andsubsidies

II. Employee benefits

144,773192.74

the current
period

461,923,074.42

11,151,283.14

the current
period

492,079,393.85

11,151,283.14

B MM ARM
Unit: RMB

=\ e RKER . Social security contributions 3,431,669.55 20,416,850.08 21,082,661.16
Hep: BT R 2% Of which: Health insurance 3,110,912.22  18,563,640.59  19,162,251.99
premiums
ERVEN v Employment injury 288,546.06 1,789,796.17  1,836,693.89
insurance premiums
LERK 2 Maternity insurance 32,211.27 63,413.32 83,715.28
premiums
. FELARE IV. Housing provident fund 2,554,911.30 15,314,328.20  17,351,674.90
A, IS8 BMETHE V. Funds for trade unions and staff ~ 29,112,905.44 1,503,148.77  4,044,469.37
Zg education
&t Total 179,872,679.03 510,308,684.61 545,709,482.42
(3) BERHFITLIIT (3)  Presentation of the defined contribution plan
H R & 75 HR 18 A0 7 B R 2
me Item Opening balance Increase during the Decrease during the

LEXFERK
2.5k R B 2%

&1t

1.Basic pension insurance

2.Unemployment insurance
premiums

Total

5,298,694.63

5,475,364.75

current period

176,670.12

36,003,810.97

1,120,072.21

37,123,883.18

current period
37,275,285.39

1,162,200.36

38,437,485.75
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26. Taxe payable

BT ™M AR®

Unit: RMB
mE ltem ¥R EN
Opening balance
ER Value-added Tax 23,067,860.21
WNGIEET individual income tax 7,121,821.50
B property tax 2,211,222.05
WP RIS Urban maintenance and 1,080,532.06
construction tax
HEEM I R A HEEM M  Education surcharge and local 1,080,532.07
education sur-charge
TR Land use tax 927,973.20
ENTE stamp duty 792,078.64
A FriE corporate income tax 14,533,814.45
Hth Others 58,066.22
= Total 50,873,900.40
27, Hfth 4= 27. Other payables
(1) T (1) Item presentation
Bt MM ARM
Unit: RMB
=] Item R
Opening balance
=R VENEA Other payables 360,327,524.24
a1t Total 360,327,524.24

2) RHthzftsx

BRI 7 5 7 B MR 977

2) Other payables

e

Rz T2 iR & K

[z 3 B & AR 55 7K
RHMERERE NS
IVENRON /Sl

MR TH=ERERRR

Bz 5 1R IIE £
HAt

&t

Item

Accounts payable for
engineering equipment
Payable R&D service fee

Restricted stock re-purchase
obligation

Personal Accounts Payable

Payable employee social
insurance and housing fund

Payable margin

Others

Total

Presentation of other payables by nature of amount

Bt MM AR™T
Unit: RMB

BRI
Opening balance

121,011,679.24

70,183,309.12
111,164,980.00

49,525,836.58
404,057.25

1,280,000.00
6,757,662.05

360,327,524.24

2026 FFFERE /199



28. —E NI IERThAE 28. Non-current liabilities due within 1 year

BRIt ™M ARM

Unit: RMB
bg=| Item By R
Opening balance
1ERNBHMIEEFEFRSES  Warranty foron equipment due within one 7,788,273.96
year
1FERNE WA R Lease liabilities due within one year 1,202,185.97
a1t Total 8,990,459.93
29. HihEohhia 29. Other current liabilities
BT ™A AR®
Unit: RMB
=] Item BV REN
Opening balance
FEEARIEHINMERIT AR ZE Bankers' acceptances that 5,932,598.99
cannot be derecognised.
TREAR WA EL A RLCZE Unconfirmed trade ac-ceptance
bill
FRR M Output tax to be transferred 109,216.12
=1 Total 6,041,815.11
30. HEMARK 30. Lease liabilities
Bt M ARD
Unit: RMB
=] ltem MR
Opening balance
FEE AT A Lease Payments 4,119,242.00
B RN R 2 A Less: Unrecognized finance 377,498.74
costs
B —ERBEANEE AR Less: Lease liabilities due 1,202,185.97
within one year
it Total 2,539,557.29
31. KEHEAR {2k 31. Long-term payables
=l Itern presentation BT B AR™
Unit: RMB
mA Item R
Opening balance
BE:EIVESEN Long term accounts payable 9,501,468.09
&t Total 9,501,468.09

KHEI T 5% Long term accounts payable

B MM ARM
Unit: RMB

mA Item IR

Opening balance
NS R&R & Warranty payables 9,501,468.09
a1t Total 9,501,468.09
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32, BiEWE 32. Deferred income
36 E I = 1B O Overview of deferred income
B MM ARM
Unit: RMB
= ltem B REN 75 H#A 38 A0 7 R D
Opening balance Increase in this Decrease in
period this period
5Z=HXBHF Government 165,746,315.30 11,604,000.00 7,006,572.97
N Bfy grants related to
asset
S5l @mAEXWE Government 5,000,000.00 1,558,691.74
i % B subsidies
related to
income
a1t Total 170,746,315.30 11,604,000.00 8,565,264.71
33. E= 33. Share capital
Bt MM AR™
Unit: RMB
HA R AR Lo IG R (+. -)
Opening balance Increase/decrease in current changes ("+" and "-")
RITHE =B NRMEER HAty Nt
Issuance of Bonus  Transfer from Others Subtotal
new shares shares provident fund
B 1n B 597,304,969.00

Number of shares

34, BEXAHM 34. Capital reserve
B M ARD
Unit: RMB
e Item BRI R A HALE N 7R D
Opening balance Increase in this Decrease in this
period period

AAH N (A& M) Capital premium
(share premium)

HMREARAR

Other capital reserves

a1t Total

3,325,655,391.45

3,533,621,701.64

81,703,106.16

207,966,310.19 11,166,835.77 81,703,106.16

92,869,941.93 81,703,106.16

Hti R, AR ER .
T REWER:

(1) B st 45 #1503 PR &1 1% AR
ERE Y H MR A QIR I E
BN

(2 EMERAREMBIMAERS
A P9 97 55 R ASURUR 2 A R IR U 1 R
EI R KEE RO B S
FHF A HIAR B A 25 B HIARI PR
BREMITNEMBELEQIR H
TR 2D 2 B A8 B R BB o0 4B I B H
EERRRENRAEEN -

Other notes, including changes in the current period and reasons
for the changes.

(1) The increase in share premium in this period is due to the
transfer of the impact of unlocking restricted stocks on other
capital reserves.

(2) The increase in other capital reserves during the reporting
period is due to the amortization of equity incentive expenses
and the expected deductible amount of restricted stocks in
future periods exceeding the recognized cost expenses during
the waiting period. The impact of income tax is recognized in
other capital reserves. The reduction in this period is due to the
unlocking of equity incentives and the corresponding transfer of
other capital reserves to share premium.
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35. EEFR 35. Treasury shares
BT mM ART
Unit: RMB
e Item BRI R A HFHE AN 7 HR R D
Opening balance Increase in this Decrease in this

PR 14 B& Z [ Restricted share
X%

&t Total

111,168,980.00

repurchase obligation

111,168,980.00

period period

58,199,158.00

58,199,158.00

Hinel , SEAIEAZEEER .
T E) R 5 B

PR 1) M B 10 32 AT A J Rk 2D & BR 1 1%
A% 22 B b 2= B A% BR IR & R 2D [ X

£z

Other notes, including changes in the current period and
reasons for the changes.

The reduction in restricted stock payments in this period is due
to the lifting of restrictions on restricted stock incentives and

%o the reduction of repurchase obligations in this period.
36. Hihaugs 36. Other comprehensive income
BT R AR®
Unit: RMB
B R KK E 2T
Opening Current Period Occurrence
balance AEAPRERLET B BIAAITANE B BBt AR B FE BENRAETFEHREARTL
s EEaRa S MmEaladl MER NE MR R
Amount BARE HABEFRE Less:  Attributable Attributable
incurred Less: previously Less:pre-  Income o the parent  to minority
before income included viously in- tax company after shareholders
me ltem tax in other cluded in other expenses tax after tax
) comprehensive comprehensive
income, income, trans-
transferred to ferred to re-
profit or loss tained earnings
in the current  in the current
period period
—. FBE | Other
< 4o 2e  CcOmprehensive
73R8 5 income that
HEMLZEEW cannot be
o reclassified to
profits or losses
Z.B&E%® Il Other 3,063,071.24 -1,511,902.56 -1,511,902.56
S s e 2c po gy COMpPrehensive
;éﬁf*mmﬂiﬁ income that can
ML EWE  be reclassified
to profits or
losses
ShHF 53R 2 Exchange 3,063,071.24 -1,511,902.56 -1,511,902.56
differences on
R translation of
foreign currency
Hfthzr & Wzt Total other 3,063,071.24 -1,511,902.56 -1,511,902.56

it

comprehensive
income
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3. BRRM 37. Surplus reserve
BT B ARD
Unit: RMB
o Item HORE A HEAIE N 7 2R OR D

Opening balance Increase in this period Decrease in this period

EEBS AT Statutory surplus reserve  300,532,645.00
a1t Total 300,532,645.00
38. KR4 ECHIE 38. Retained earnings
Pt M ARD
Unit: RMB
mA Item !

Previous period

VA 51 k8K K 59 B A E Retained earnings at the end 6,758,720,973.07
of the previous period before

adjustment

WEBPNRDEFEEITEHGE Total amount of adjustment
W4, - for retained earnings at the
=R beginning of the period ("+" for
increase and "-" for decrease)
Retained earnings at the
beginning of the period afer
adjustment

Add: Net profit attributable
to owners of parent
company for the period

Less: Dividends payable
on ordinary shares

VR FHER D BRI 6,758,720,973.07

m: xBEAETFEBRBREEN
AR
R R A R B A

1,143,583,603.28

597,188,819.00

HRARDECFE

Retained earnings at the end of
the period

7,305,115,757.35

Adjustments to the allocation of retained earnings at the
beginning of the period:

BEBRARDEFEAA:

HFSUTBRZEE, W
AR D EFIBOTT o

HMFEARRIITERELE, ¥
AR 2 EEAIE0TT o

HTRE—EHSHENEGHEE
ZE, £MBAYRDEFEO

7T o

HMAES T EWMBIRD
FCFE0TT o

(1) BT (2 M) & E AR % m Retroactive adjustments due to "Accounting Standards for
HMEHTEMAZE, =W BusinessEnterprises" and its related new provisions affect
HAX Rk o BEFHOTT o retained earnings at the beginning of the period by RMB 0.

Due to the change in accounting policy, the retained
earnings at the beginning of the period were impacted by
RMB 0.

Due to the correction of significant accounting errors,
the retained earnings at the beginning of the period were
impacted by RMB 0.

Change in scope of consolidation due to common control,
the retained earnings at the beginning of the period were

impacted by RMB 0.

Total other adjustments affect retained earnings at the
beginning of the period by RMB 0.
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39. BWHMAMELR A
(1) EBEAWBEANFEILEEIER

39. Operating revenue and operating costs
(1)  Overview of operating revenue and operating costs

Bt MM ARM

Unit: RMB
EHR £
Amount incurred in the previous period
m It
e e B e
Revenue Cost
FEUSE Principal operating 2,062,478,934.59 490,860,372.60
activities
Hihll 55 Other business 4,316,708.18 16,642.02
activities
ait Total 2,066,795,642.77 490,877,014.62
(2) Bl B KIS HEEE (2) Decomposition information for operating revenues
and operating costs
B M ARD
Unit: RMB
2026 1-68 =
January - June 2026 Total
aRE D% Classification of contract RGN DR ERTON ER R
Operating  Operating costs Operating  Operating costs
revenues revenues
BlEEE Commodity type

L6 & (R $H25 X %l Biological products (APIs
57 82) and formulated products)

= Fr- 45 AR 5 W\ Interna-tional franchise
service revenue

Hith Others

& it Total

REEMX DK Classification by business
area

N @N Domestic - sales revenue

International - sales
revenue

= BR- 45 A BR 55 W N\ International-franchise
R E A service revenue and others

&t

ESfie - ON

Total

2,046,928,639.74

93,835,357.39

82,257,843.34

2,223,021,840.47

1,796,848,559.36
326,063,684.83

100,109,596.28

2,223,021,840.47

519,582,849.17

122,670.65

55,487,768.81

575,193,288.63

395,351,471.10
177,085,822.59

2,755,994.94

575,193,288.63

2,046,928,639.74

93,835,357.39

82,257,843.34

2,223,021,840.47

1,796,848,559.36
326,063,684.83

100,109,596.28

2,223,021,840.47

519,582,849.17

122,670.65

55,487,768.81

575,193,288.63

395,351,471.10
177,085,822.59

2,755,994.94

575,193,288.63
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40. Taxes and surcharges

BT MM ARM

Unit: RMB
bg=! Item THERR EA
Amount incurred in the
previous period
B Property tax 9,674,218.82
1o T 4R IS AR City construction and 2,807,091.78
maintenance tax
BB MM Education surcharges 1,686,065.98
A BB EMNM Local education surcharges 1,124,043.99
T AR Land use tax 2,031,224.83
ENTER Stamp duty 1,202,733.45
Hith Otners 132,373.01
&t Total 18,657,751.86
41. WHEEH 41. Selling expenses
Bt i ARD
Unit: RMB
A Item THEED
Amount incurred
in the previous period
R R AN ER R Marketing and consulting servicefees 338,155,791.14
ER T 57 M Employee remuneration 247,334,509.42
% ik 28 Traveling expenses 53,942,664.10
Hth Others 17,048,789.71
a1t Total 656,481,754.37
H #1785 : Other notes:
REAHEEA-HMWESUNEE T/ Selling expenses for the current period - others include equity
B& 9 2 1 %% F31,386,699.997T settled share-based payment expenses of RMB 1,386,699.99.
42. EE#HEHR 42. General and administrative expenses
B M AR™
Unit: RMB
I § Item THR &
Amount incurred
in the previous period
ER T %M Employee remuneration 41,980,460.65
718 K E 58 Depreciation and amortization 31,625,597.41
BHER S & Consulting and service fees 21,438,629.98
VIWNISE Y& Office and travel expenses 6,297,671.69
Hih Others 32,685,219.31
& it Total 134,027,579.04
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Hhi B .

AREEFA-AMESUNTEEEN
& 1 37 {7 2% F3.8,194,059.867T o

Other notes:

General and administrative expenses for the current period -
others include equity-settled share-based payment expenses of
RMB 8,194,059.86.

43. HRREH 43. Research and development expenses
BT M AR™
Unit: RMB
mE ltem FHRE LR
Amount incurred
in the previous period
LU0 R R B e M R R Experimental research fee 86,361,818.33
ER T % B Employee remuneration 105,304,563.72
AR EEA Depreciation and amortization 21,595,238.17
Hth Others 51,261,940.24
it Total 264,523,560.46
HAhigg8e Other notes:
KRR ER-HMEUNGmE TR R&D expenses for the current period - others include
17 2 19 2% F34,316,712.637T o equity-settled share-based payment expenses of
RMB 4,316,712.63.
44, MSEH 44. Financial expenses
B M AR™
Unit: RMB
e ltem EHRE £
Amount incurred
in the previous period
FE X H Interest expense 122,525.98
VoM PN N Less: Interest income 49,294,928.22
L5 (W as) /4R 2k Exchange gain or loss -111,691.35
SR G F LR Financial institution charges 324,706.59
&t Total -48,959,387.00
45. Hfttlrz= 45. Other income
B g M ARD
Unit: RMB
R NS Classification by Nature THAR &
Amount incurred
in the previous period
5 H % 7Eoh B % BB+ B Government grants related to 8,735,133.41
ordinary activities
RILDRBRMEBEFELBIRAE Reimbursement of withholding 628,068.62
tax and fees paid
Hi Others 150,373.31
&t Total 9,513,575.34
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46. AW

46. Investment income

mE

et # 2 BEHN KRG B R T

LERKPRNEAEAFENR AR
i

TEREHNG, MRBERRZAN
NMEEHITE~ENFF

551 B E A I S
B9 48 3 W

Efth I o 5 2 B P R K HA
BR 18 048 7 U5 3

AL TR B I S 0 R B
TON

2 B H A3 A & B P B
1 7 I 3

TR AR A

HAith

&t
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By M AR™
Unit: RMB

Item

Long term equity investment
income accounted for by equity
method
Investment income generated
from disposal of long-term equity
investments
Gains arising from the
remeasurement of the remaining
equity interests at fair value after
loss of control
Investment income on financial
assets held for trading

Investment income earned on
other non-current financial
assets during the holding period
Interest income from holding
debt investments

Investment income from the
disposal of other non-current
financial assets

Investment income recognized on
termination of the note

Others

Total

47. ARMEZTHKE

LTHR LG
Amount incurred
in the previous period

111,166.50

7,372,685.13

-405,654.27

7,078,197.36

47. Gains from changes in fair value

B M ARS
Unit: RMB

LHR LD
Amount incurred
in the previous period

17,536,168.27
47,429,162.32

64,965,330.59

BT MM ARM
Unit: RMB

FEAANETSHIREMNRIRE  Sources that generate gains from
changes in fair value
TAMEERA Financial assets held for trading
H R 5h & B R Other non-current financial
assets
a1t Total
48. =R BEMH X 48. Credit impairment losses
=i Item

57 ST I 3R EF K 453 2%
HAth N YRR K 45 2R

KWW RF WK (E—FER
Z| 89)

ait

Accounts receivable loss on bad
debts

Bad debt losses on other
receivables

Bad debt losses on long-term
receivables(Within 1year)

Total

LTHRE
Amount incurred
in the previous period

-1,895,871.06
772,533.72

-34,346.38

-1,157,683.72
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49. APEREEHK

49. Asset impairment losses

=
Im

. ERENRAENEGRELIM

ltem

II. Impairment of inventories and
contract performance cost

e RIEEAES

& it Total

50. EELEWE 50. Gains from asset disposal
e ltem

BEEAFLEFFHBEK

it

Profits or losses on disposal of
fixed assets

Total

51. EASPIEAN

51. Non-operating revenue

BT B ARD
Unit: RMB

THRED
Amount incurred
in the previous period

18,215.12

18,215.12

Bfi:w M AR™
Unit: RMB

EHRERD
Amount incurred
in the previous period

Bt MM AR™

Unit: RMB
FHEER T\ 2 H
Amount incurred EREMRENDSE
M ltem in the previous Amounts included in non-
period  recurring profits and losses for
the period
oAU BEFNIESEIT otal gains from 934.51 863.94
disposal of non
current assets
Hoh: BEXRTLHEFE Among them: Gains 863.94
from disposal of fixed
assets
HtKHAER=LEFNE Gains from disposal 934.51
of other long-term
assets
Hi Others 61,995,345.03 1,376,049.53
=has Total 61,996,279.54 1,376,913.47
52. Bz 52. Non-operating expenses
Byt M ARD
Unit: RMB
THRED PPN L
Amount incurred R EMIREWS T
mA ltem in the previous period Amounts included in non-
recurring gains and losses
for the period
ERAFTAER ST  Total loss on disposal of 108,285.52 181,497.57
non current assets
H: BEARA-AERSL  Of which: fixed assets 108,285.52 122,339.11
disposal loss
EERFERER KL Losses from disposal of 59,158.46
intangible assets
X 418 B Donations 50,000.00 122,453.10
Hih Others 2,421,983.16 5,237,764.56
\i‘l‘ Total 2,580,268.68 5,541,715.23
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LIPS T 5 A
i 3 P 15 i 28 A

WEE/EBRRERITENREMRER  Income tax expenses calculated at statutory/
FRENEBRREHENR W
8 2 LU A # 8) T 15 At B9 22 0

TEIRINMIAL A . BRAMM K FM  Effect of non-deductible costs, expenses, and

bR 2R AR IN T30 R B9 52 0

ERETHA RN BIERS M AT Effect of utilization of deductible losses on
I M I

S RBINBIEFRER AT K  Effect of deductible temporary differences
HE M E RIS RO

53. Income tax expenses
(1) Income tax expenses table
B:p mH: ARD
Unit: RMB
Item FHAR £
Amount incurred
in the previous period
Current income tax expenses 107,731,100.86
Deferred income tax expenses -20,390,658.37
Total 87,340,442.49
S FE S B 13 # 25 5 1 BT 7 (2) Adjustment process for accounting profit and income tax
expense
Bt MM ARM
Unit: RMB
ltem
Total profit

applicable tax rate

Effect of different tax rates applicable to
subsidiaries

Effect of adjustments to previous
periods'income taxes

losses

Impact of additional deduction for R&D
expenses

deferred tax assets not recognized in prior
periods

or deductible losses on deferred income tax
assets not recognized in the period

Others

Income tax expenses

Hith 42 & W

MERERME

S5Z5ENEXNYE

54. Other comprehensive income
FRAZT/ B6)HME s W Please refer to this section/ (36) Other comprehensive income,
for further details.
55. Cash flow statement items
(1) Cash related to operating activities
WEINEMSEEEE XNINE Other cash received related to operating activities

2026 £ FEIRE




Bt M ARM
Unit: RMB

mHE

B # B & &

RITEFERHMBUN

RINREIE B K PR1SBE T 42 28

HAith

LTHR LG
Amount incurred
in the previous period

Iltem

Government subsidy funds 6,803,049.43
Bank deposit interest income 1,078,539.76
Withholding and paying value- 628,068.62

added tax and income tax

handling fee
Others 62,156,766.83
Total 70,666,424.64

SINBEMSEERNE RN E

Other cash payments related to operating activities

B MM ARM
Unit: RMB

THE

I & 2

NINEEER

3 IEF & 28 F

RITF L 28

HAith

LTHR LG

Amount incurred

in the previous period
345,276,819.53

Iltem

Cash sales expenses
Cash management ex-penses 34,989,307.69

Cash payment for research and
develop-ment expenses

79,312,152.65

bank charges 324,706.59
Others 4,915,535.67
Total 464,818,522.13

(2) SREZFHEXHAZ
WEINERARFENE XN E

(2) Cash related to investment activities

Cash related to important investment activities received

Bt MM AR™

Unit: RMB

=] Item TR Em

Amount incurred

in the previous period

EBUFaRELRERKa Principal and income of financial 3,156,074,862.68
products

a1t Total 3,156,074,862.68
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e Cash related to important investment activities for
TRNNEENBREHEENNS P
payment

BfI:oc MM ARM

Unit: RMB

b=t Item THR &

Amount incurred

in the previous period

B mE Wealth management products,etc. 2,259,069,011.67

MEBEARS. TEAFMEM Cash paid for the purchase and

< HA = B con-struction of fixed assets,
KA ZANAE intangible assets, and other long-

term assets

366,970,304.43

ait Total 2,626,039,316.10
(3) LGEZEIHEXHTE (3)  Cash related to fundraising activities
WEINEMSZER S8 X E Other Cash Received Related to Financing Activities
BT M AR™
Unit: RMB
oA Item LHR LD
Amount incurred
in the previous period
ZIRMM Bill Discounting
&1t Total
SEMSERENE XN E Other cash payments related to financing activities
BT mAH: AR™
Unit: RMB
oA Item LTHRED
Amount incurred
in the previous period
Eal: &R N Cash Paid for Share Repurchases 134,957,872.05
HEZH Rental fee 861,275.02
&t Total 135,819,147.07
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56. HERERITEH

(1) HEREXHIFTEHN

56. Cash flow statement supplementary information

(1)  Cash flow statement supplementary information

Bt MM AR™

AR

1. BeFRRATAELEEM
ERE:

& FE

m: B REES
ERBER %

BERFHIA. HRAS
F.EFHEMASTAE

2 AR 28 7 B 3

T it 5

HA 5 B 2R B 5E

REBEER™. TEAFTNH

fto ¢ HA 2 7= 9 4R 5% (Mg B~
S#m71)

[E] E 7 7 4 R R Ok (Wi L=
S1R)

RANEEH K Wbl =7
SIE 7))
Mg R Mm Il “—" SR F)

BAMK W= —"SET)

B RE PR S B 2 R D (B8 90 L

“—" S5

5% 3 FF 19 1% 90 5% 18 0 G0 L
“—" S5

77 5B (B0~ SR
5)

£2 85 M I RO L R (48 P L
“—" SiE 7))

2 5 M I 791 9 69 4 0 (2 L
“—" S5

Hih

KEFDTENRETREFD

Unit: RMB

Supplementary information

1.Reconciliation of net profit to cash
flow from operating activities:

Net profit

Add: Provision for impairment
losses of assets

Credit impairment losses

Depreciation of fixed assets,
depletion of oil and gas assets,
and depreciation of productive
biological assets

Amortization of right-of-use assets
Amortization of intangible assets

Amortization of long-term prepaid
expenses

Losses on disposal of fixed assets,
intangible assets, and other long-
term assets (gains are expressed
with "-")

Losses from scrapping of fixed
assets (gains are expressed with
oy

Losses on changes in fair values
(gains are expressed with "-")

Financial expenses (income is
expressed with "-")

Investment losses (income is
expressed with "-")

Decrease in deferred tax assets
(increase is expressed with "-")

Increase in deferred tax liabilities
(decrease is expressed with "-")

Decrease in inventories (increase is
expressed with "-")

Decrease in operating receivables
(increase is expressed with "-")

Increase in operating payables
(decrease is expressed with "-")

Others

Net cash flow from operating
activities

212

THEm
Amount of
previous period

603,680,572.48
-18,215.12

1,157,683.72

132,680,148.88

683,075.65
9,269,121.11

884,377.08

107,351.01

-64,965,330.59

-48,205,553.83
-7,356,114.57

-13,330,978.70

-7,059,679.67

-121,169,652.02

-506,000,735.90

229,370,078.69

38,824,093.87

248,550,242.09




AR

2. FERNBREMNERKRE
MEREDD:

HEREm. BREFSKINERE
TARRLCEEREIL

3. MERMEENW2ToHE
W

MEHBEERRM

B MENHEIRM

m: NEENMHIBRRT

B I E N Y B BB R AR

N RIEENWAEE M

Supplementary information

2.Significant investing and
financing activities not involve cash
receipts and payments:

Endorsement transfer of bank
acceptance bills received from
sales of goods and provision of
labor services

3.Net changes in cash and
equivalents:

Closing balance of cash
Less: Opening balance of cash
Add: Closing balance of cash

equivalents

Less: Opening balance of cash
equivalents

Net increase in cash and cash
equivalents

Semi-Annuai Report 2026

THEm
Amount of
previous period

5,081,623.23

308,616,915.43

260,055,136.76

48,561,778.67

B MM ARS
Unit: RMB

2) HELHHEZENYEIHIAE (2)  Composition of cash and cash equivalents
b= Item H R

Opening balance
—. W& [. Cash 293,296,967.85

Hep: FEOE
AN A T ARG ER

AN ATFZANEMERA

e
Z.AEENY

= HERUAERNESEN R

Of which: Cash on hand

Bank deposits that are
readily available for payment

Other monetary fundsthat
are readily available for payment

II. Cash equivalents

IIl.Closing balance of cash and cash
equivalents

Hrh: §REHEFRNT AT EASZ Among them: restricted cash and

RENNEMNRNEENY

cash equivalents used by the parent
company or subsidiaries within the

group

293,222,431.34

74,536.51

293,296,967.85
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3) FEFHEERAZFNYHEZHHE

£

3)

Monetary funds not classified as cash and cash equivalents

B MM ARM

Unit: RMB
=i Item LHIE® HH
Amount of the Reason
previous period
TEH 17 N N U R B Time deposits and interest 1,743,791,985.25 A B BB T X1
receivable Not readily
available for
payment
TRBEAMERRWMEHFE  7-day call deposits and interest Fal By B F =
receivable Not readily
available for
payment
Hith Others 813,688.35 FoJbERS B F XA
Not readily
available for
payment
=1 Total 1,744,605,673.60 /
57. 4SpmEBEHMEDTE 57. Monetary items denominated in foreign currencies
(1) srBEmlETmE (1) Monetary items denominated in foreign currencies
BT
Unit: RMB
HARIITRE wEILE
me ltem Closing balances of Exchange rates for
foreign currencies translation
EmEE Monetary funds
equivalents
He: =57t Of which: USD 111,516,824.65 6.8109
¥R 7T EUR 243,993.88 7.7671
BEAEITR BRL 352,329.20 1.3142
57 452 T =R Accounts receivable
Heh: =51 Of which: USD 27,215,005.64 6.8109
HAth [ WK Other receivablese
He: =57t Of which: USD 340,327.29 6.8109
H K7 11 3R Accounts payable
Hr: &5t Of which: USD 168,970.38 6.8109
KR 7T EUR 10,110.95 7.7671
EEEILR BRL 100.00 1.3142
HERAGE—FRNIH) Lease liabilities (including
due within one year)
Heh: £57 Of which: USD 430,031.10 6.8109
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(2) BHIZELIFHBE, BIEWNFEE (2) A description of the foreign operating entity, including, in the

BIIENZEE L, WRKEFEREFIE case of a significant foreign operating entity, a disclosure of the
BEEEMW, DKL TFREFERK principal place of business outside the country, the local currency
E, 1IDZEZGTFLELEZT WAL of account and the basis for its selection, and the reasons for any
Z IR H change in the local currency of account.
ACIE=R BEOh A 12 M s i 12 K 7S L T % 4% R 4
Company name Principal place of business  Local currency Basis for choosing the local currency of accounts
located outside the
country
Gan&Lee Pharmaceuticals 3 E #% Fa M E7T AP E 55 9 ig KA ir
USA Corporation New Jersey, USA usD Expressed in the currency of the host country
G&L HOLDINGS NEW & #FAEIMN ETT PP 72 E 35 938 M A i
JERSEY INC New Jersey, USA usD Expressed in the currency of the host country
G&L MANUFACTURING = E#F N E MUPREE S g AL m
NEW JERSEY INC New Jersey, USA usD Expressed in the currency of the host country
HAE A PR o Ay A ETT FTEZFENNES
Gan & Lee Holdings Hong Kong, China usD Currency of the main economic activities
Limited
Gan&Lee Pharmaceuticals 12 E b 3% & - & 87 55 % € N ¥R 7T UPFrEE M A m
Europe GmbH North Rhine-Westphalia, E Expressed in the currency of the host country
Germany
Gan&Lee Pharmaceuticals B 75 Z R B M B 7 & LR PAPR7E E 55 ™ 79 ic e As (i1
of Brazil Commercial and State of Sdo Paulo, Brazil BRL Expressed in the currency of the host country
Importer for Medicines
Ltda
BRI 20266 B 22 H, AREZ Note: On June 22, 2026, the Company's subsidiary, G&L
v 2 B) G&L MANUFACTURING NEW MANUFACTURING NEW JERSEY INC, completed its deregistration.
JERSEY INC FEREHEE IR,
58. & 58. Leasing
(1) f(ERAEEA (1)  Asalessee
BN IENSHEESERENESRT Simplifies the processing of lease costs for short-term leases or
B9 FE & 28 A low-value assets
BT M ARM
Unit: RMB
=i Item KERR LA LHR L
Amount incurred in the current| Amount incurred in the previous
period period
TEAFRE A Short-term rental fees 303,046.56 1,187,910.20
ENER-EHE Leasing of low-value assets 1,006,565.11 1,120,864.90
=it Total 1,309,611.67 2,308,775.10
S58HEHExNITERAE DS Total cash outflow related to leases 929,221.56 (Unit: RMB)

92922156(%& 7T i AR™)

2026FFFEHRS /215



(2) fERHHFEA

EREBEANEEER

2) As a lessor

As an operating lease for the lessor

B M ARM
Unit: RMB

S| Item Hors AR TEACHLBE WO AR 9 R AR AL A AR
LR EEL N
Revenues income related to variable
lease payments not included in the
lease receivable
TERE&BERA Plant and equipment
rental income
=1 Total
EREMH AN ARR Financial leasing as a lessor
B M ARM
Unit: RMB
me Item A YN FH BF 15 0% 8 AR ) AR FH BT AL R
O PPN
Revenues related to variable lease
payments not included in the net lease
investment
AR Finance leases
=1 Total
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t. MAxXH
1. BERAMERIFR
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Research and development expenses

Presentation by nature of costs

mE Item

SC U8 B 5 B Te A KL 2R
B T % B
IR e E 2R A

Experimental research and materials fees
Employee remuneration

Depreciation and amortization

H Others

=h1 Total
Hep: gt AU AT H
R & = H

Of which: Expensed R&D expenditure

Capitalised R&D expenditure

2. NEAFURZFHNHLAIEFER 2.

BT MM ARM
Unit: RMB

LR &EE
Amount incurred in the
previous period

351,441,894.87
113,914,867.36
21,932,169.05
64,639,168.22
551,928,099.50
264,523,560.46

287,404,539.04

Development expenditure on R&D projects is eligible

Bt MM ART
Unit: RMB

X for capitalisation
b= BRI R 7 B HE 0 & B A ERR D B
Item Opening balance Increase during the period Decrease during the period
MERFF A WINAER &
Internal development Recognized as intangible
expenditure asset
EXEMBREBBRBEKRE 619,814,824.71 19,107,190.02 147,163,817.00

X A I BR B 5

Clinical research of major
biological drug Insulin
Glargine registered in EU and
the US

HALE & BOE SR
Bofanglutide (GZR18)
Injection

GZR4 X 59

GZR4 Injection

EXEYERBERED R E
T At I PR B 5T
Clinical research of major

biological drug Insulin Lispro
registered in EU and the US

EREYMARIILEHRIE
A I PR B 5

Clinical research of major
biological drug Insulin Aspart
registered in EU and the US

DIME LKL
Cardiovascular drug
HAtb

Others

a1t

Total

459,226,471.95

228,788,682.70

159,496,967.77

109,340,983.96

22,458,890.11
12,360,945.22

1,611,487,766.42

166,337,253.77

70,879,287.88

23,913,71717

10,846,927.83

6,310,796.86
14,326,573.01

311,721,746.54

52,659,440.77

57,815,182.67

3,841,646.39

261,480,086.83
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3. EENHAFUHMAIAE

3. Significant capitalised R&D projects

W& ot B
R&D progress

e

Item Projected manner

FitafMaEmEh X FREFLHNNR

B iE

Point of Specific basis

of generation of commencement of

economic benefits

HREE
Pharmaceutical sales

Eﬁi#@?ﬁﬁ:ﬁ*ﬁ MBERMBZRARME LT
E%i@%&ﬂﬂllm Approved for marketing by the
Clinical research  European Commission in the
of major EU

biological drug,
Insulin Glargine
registered in EU
and the US

EEHBRK LT
Marketing application
submitted in the United States

EREYHRBENECRMBEZRHELT

E%;%%W%E i Approved for marketing by the

Clinical research  European Commission in the
of major biological g

drug, Insulin

Lispro registered

in EU and the US £ E®HK £

Marketing application
submitted in the United States

NmEE
Pharmaceutical sales

%ﬁif@?ﬂﬁ:ﬂ% MBEERMBER=HAE LT
g%i&%&ﬂﬁllm Approved for marketing by the
Clinical research  European Commission in the
of major biological g
drug Insulin
Aspart registered
in EU and the US EE®HK £
Marketing application
submitted in the United
States

HREE
Pharmaceutical sales

BRAE &K
(GZR18) X 51 &
Bofanglutide
(GZR18) Injection

A E AR IR PR
Phase Il clinical trials in China

NmEE
Pharmaceutical sales

EE I IE R
Phase Il clinical trials in the
United States

GZR4E 51 &
GZR4 injection

FRENER IR R
Phase Il clinical trials in China

HREE
Pharmaceutical sales

capitalisation

2017FT7H
July 2017

& PR 5% 38 4t ¢4 R 5% M 7 47 [ B
HRmEBNWEIR A

The clinical trial approval and
regulatory market approval
from international drug
regulatory agencies

2019448
April 2019

I PR 320 36 31t 4 e 7% AL 7 17) L B

ZmE RN HE

The clinical trial approval and
regulatory market approval
from international drug
regulatory agencies

2020418
January 2020

& PR 15t 38 #4t ¢ R 5% M 7 47 [ B
BHRmEBEN AR AE

The clinical trial approval and
regulatory market approval
from international drug
regulatory agencies

2024F128
December 2024

I PR 3t 38 #E 4 Ko 5 ML T 17 [ PR 25

m & A B &

The clinical trial approval and
regulatory market approval from
international drug regulatory
agencies

2025%1H4
January 2025

Il PR S 38 #t 4 K2 7% ML 75 17 E B
BHRmEBEN AR A

The clinical trial approval and
regulatory market approval
from international drug
regulatory agencies
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N, EEHMEEFEPONE

1. EFRDHPHINE
(1) EAEFEI1E

IX. Interests in other subjects

1.

Interests in subsidiaries

(1) Composition of enterprise groups

B Ay MM AR™
Unit: RMB 10,000

FRE FTEZEM
E= i Principal

Subsidiary place of
Name business
Gan&Llee =E
Pharmaceuticals USA ~ AMerica
Corporation
HEHUIARERAE REKE
Gan & Lee Mainland
Pharmaceutical Jiangsu China
Co., Ltd.
HFEAWVLUARBRAST REKFE
Gan & Lee Mainland
Pharmaceutical China
Shandong Co., Ltd.
G&L MANUFACTURING E=H
NEW JERSEY INC America
G&L HOLDINGS NEW  %=H
JERSEY INC America
HEEYRZ (LB E REKXKE
— Mainland
N :
Gan & Lee China
Biotechnology
(Shanghai) Co., Ltd.
HEERBERAT REEE
Gan & Lee Holdings Hong
Limited Kong,China
FtREEHMZBRAS REKKE
Beijing Gangan Mainland
Technology Co., Ltd. China
FRBAUEEARZBR REKE
NE] g/lﬁlmland
Bejing Dingye Haoda ina
Technology Co., Ltd.
HELYRE (GKEE REKRMKE
E)ERRAE Mainland
Gan & Lee China
Biotechnology (Zhuhai
Hengqgin) Co., Ltd.
Gan&lee mE
Pharmaceuticals German
Europe GmbH
Gan&Lee i}
Pharmaceuticals of ’
Brazil Commercial and Brazil
Importer for Medicines
Ltda
BEREARANRSER AEKME
= N = Mainland
REAR China

Hainan Jingtai
Technology Services
Co., Ltd.

e g N
registered
capital

11,2007 £ 70
$112 million

3,000 AER™
RMB 30
million

50008 ARM
RMB 50
million

6,286.87 3% 7T
$62.8687
million
2075 % 7T
$200,000

10 AERM
RMB 100000

1h#&m
HK10,000

1,500 AE™
RMB 15 million

10 ARM
RMB 100000

60,0008 A BB
il

RMB 60
million

55075 B 7T
Euro 5.5
million

200R =70
$2 million

100 AE™
RMB 1 million

7 i it NIZE=R:Pon #5 R EE 11 (%) BiEAR
registered Nature of business Shareholding (%) Get method
office iz iz
Direct Indirect
0 P 2 iy 2 4 H 100 v
New Jersey, Import and export Establishment
US state of pharmaceuticals
JL 75 2= T #l& 100 ®I
Taizhou, Industrial Establishment
Jiangsu manufacturing
7R 5 Tk &hE 100 "I
Linyi, Industrial Establishmen
Shandong manufacturing
T T M T &hE 100 "I
New Jersey, Industrial Establishment
US state manufacturing
PN T &hE 100 v
New Jersey, Industrial Establishment
US state manufacturing
s AR 55 Ml 100 %L
Shanghai The service Establishment
industry
ol ESlig ] 100 WL
Hong Kong  International trade Establishment
= AR 55 Ak 100 FE—ZH TR EH
Beijing The service Business
industry combinations not
under the common
control
e[ R 25 100 B—EH TR a st
Beijing The service Business
industry combinations under
the common control
wis Ak 55 Al 100 WAr
Zhuhai The service Establishental
industry
tRE-FHE HRAMAREE 100 v
S AN Research and Establishmentl
¢N§o/r£t:1lsR“hline— experimental
Westphalia development
EAEZERTIMN 4 mE L0 1 99 , v
State of S3o Import and export Establishment|
Paulo, Brazil of pharmaceuticals
BE R KER R RS 100 v
EPEE=] The service Establishment
Lingshui Li  industry
Autonomous
County,
Hainan

YR 2026 F6 522 H, ARBZINAE
G&L MANUFACTURING NEW JERSEY INC 525
EHEIC.

Note: On June 22, 2026, the Company's subsidiary, G&L
MANUFACTURING NEW JERSEY INC, completed its deregistration.
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oo WEBEE RS 2.  Equity in joint ventures or associates
FEENSEPWABES W TSI E =8 (1)  Aggregate financial information of individually immaterial joint
ventures and associates
B AT MM ARM
Unit: RMB10,000
= Item B/ LBRERM
Opening balance / Amount
incurred in the previous
period
BRE Associates
BEAKENESIT Total Book Value of Investments 26,415.00

T RMEFRLEGITHE
=gk
-5

-HiEE W

-EAEWEST

The total of the following items,
calculated based on shareholding
percentages

Net profit
Other comprehensive income

Total comprehensive income

+. KAF+Bh

W B BT A Bh B9 1 B I B 1.

Government grants

Liability items involving government grants
BT M ARM

Unit: RMB
e T EITI= BRI NEAFTIE A B &N AN ER T NE WL o ARERF N E K 45 BA H th & 5 S5& M/ WaEEX
ltems in Opening Amount of new g A\ £ R % Other changes Related to
financial balance grants during the Amount Transfer to during the assets/revenue
statements period included in other gains current period
non-operating during the
income for the period
period
B HE UR 165,746,315.30 11,604,000.00 7,006,572.97 5&XHE*x
Deferred Related to
income
assets
3 FE W 5,000,000.00 1,558,691.74 5k 5 48 %
Deferred Related to
income revenue
=1 170,746,315.30 11,604,000.00 8,565,264.71
Total
2. I\ EHA 5 = A B AT 0 B

et
Category

5% ~EXx
Asset-related
5= 8 x
Revenue-related
a1t

Total

Government grants recognized in current profit and
loss

B M ARM
Unit: RMB

EBRRED

Amount incurred in the previous period

4,632,083.98

4,103,049.43

8,735,133.41
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XI.

Risks Related to Financial Instrument

Risks Arising from Financial Instruments

The Company's principal financial instruments include cash and
bank balances, notes receivable, accounts receivable, receivables
financing, other receivables, non-current assets due within one
year, other current assets, financial assets held for trading,
debt investments, other non-current financial assets, long-
term receivables, accounts payable, other payables, short-term
borrowings, lease liabilities and long-term payables. Details of
these financial instruments are disclosed in the relevant notes.
The risks associated with these financial instruments and the
risk management policies adopted by the Company to mitigate
such risks are described below. The Company’s management
manages and monitors these risk exposures to ensure that they

are controlled within prescribed limits.

1. Risk Management Objectives and Policies

The principal risks arising from the Company’s financial
instruments are credit risk, liquidity risk and market risk
(including foreign exchange risk, interest rate risk and commodity
price risk).

The Board of Directors is responsible for planning and
establishing the Company’s risk management framework,
formulating its risk management policies and related guidelines,
and overseeing the implementation of risk management
measures. The Company has established risk management
policies to identify and analyse the risks to which it is exposed
These policies set out specific provisions for particular risks and
cover various areas, including the management of market risk,
credit risk and liquidity risk. The Company regularly assesses
changes in the market environment and its operating activities
to determine whether its risk management policies and systems
need to be updated. The Risk Management Committee carries
out the Company’s risk management activities in accordance with
the policies approved by the Board of Directors. It works closely
with the Company’s other business departments to identify,
assess and mitigate relevant risks. The Company'’s internal audit
department periodically reviews its risk management controls
and procedures and reports the results of such reviews to the
Audit Committee.

The Company diversifies the risks arising from financial
instruments through an appropriately diversified portfolio
of investments and business activities. It also reduces
the concentration of risk in any single industry, particular
geographical region or specific counterparty by establishing
corresponding risk management policies.
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(1) Credit risk

The Credit risk is the risk of financial loss to the Company arising

from a counterparty’s failure to fulfil its contractual obligations.

The Company manages credit risk by portfolio category. Credit
risk mainly arises from bank deposits, notes receivable, accounts
receivable, other receivables, long-term receivables and debt
investments.

The Company's bank deposits are mainly held with state-owned
banks and other large and medium-sized listed banks. The
counterparties to the Company’s bank deposits and derivative
financial instruments are reputable banks with high credit
ratings. Accordingly, the Company does not expect any significant
credit risk arising from its bank deposits and derivative financial
instruments.

For notes receivable, accounts receivable, other receivables
and long-term receivables, the Company has established
relevant policies to control its exposure to credit risk. The
Company assesses customers’ creditworthiness and establishes
appropriate credit periods based on their financial condition,
credit history and other factors, such as prevailing market
conditions. The Company regularly monitors customers’ credit
records. For customers with poor credit records, the Company
takes measures such as issuing written payment demands,
shortening credit periods or withdrawing credit terms to ensure
that its overall credit risk remains within a controllable range.

The debtors of the Company’s accounts receivable comprise
customers operating in different industries and geographical
regions. The Company continuously assesses their financial
condition for credit purposes and purchases credit insurance
where appropriate.

The Company’s maximum exposure to credit risk is represented
by the carrying amount of each financial asset presented in
the balance sheet. The Company has not provided any other
guarantees that may expose it to credit risk.

For the proportion of accounts receivable due from the five
largest customers to the Company’s total accounts receivable,
please refer to Note VI.4. For the proportion of other receivables
due from the five largest debtors to the Company’s total other
receivables, please refer to Note VI.7.

2026 FFFERE (223
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mE Item

Rl b Financial liabilities
VAR Accounts payable
Hh 7 11 3% Other payables

—FEWEHAIER Non-current liabilities due

o within one year
TR AR Lease liabilities

BN EIVARER Long-term payables
a1t Total

ERPFENERMABTEMAERER
OWEENERE, AMAJESHE
FRAREKPFNKEEIMEMRE .
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(2) Liquidity Risk

Liquidity risk is the risk that the Company may encounter a
shortage of funds in meeting its obligations that are settled by

delivering cash or another financial asset.

In managing liquidity risk, the Company maintains and monitors cash
and cash equivalents at a level considered adequate by management
to meet its operational requirements and mitigate the effects of
fluctuations in cash flows. Each member enterprise of the Group is
responsible for preparing its own cash flow forecasts. Based on these
forecasts, the Group's finance company monitors short-term and long-
term funding requirements at the Group level.

At the end of the reporting period, the maturity analysis of the fi-
nancial liabilities and off-balance-sheet guarantee items held by the
Company, based on their undiscounted remaining contractual cash
flows, is as follows:

B A mM ARD
Unit:RMB 10,000

The amounts of financial liabilities disclosed in the table above
represent undiscounted contractual cash flows and may
therefore differ from the carrying amounts presented in the
balance sheet.
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(3) Market Risk

Market risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate due to changes in market prices.
Market risk comprises interest rate risk, foreign exchange risk and

other price risk.

Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows
of a financial instrument will fluctuate due to changes in market
interest rates. Interest rate risk may arise from recognized
interest-bearing financial instruments and unrecognized financial
instruments, such as certain loan commitments.

The Company had no long-term liabilities bearing interest at
floating rates during the current period and was therefore not
exposed to any significant interest rate risk.

Foreign Exchange Risk

Foreign exchange risk is the risk that the fair value or future cash
flows of a financial instrument will fluctuate due to changes in
foreign exchange rates. Foreign exchange risk may arise from
financial instruments denominated in currencies other than the
functional currency.

The Company'’s principal operations are located in China, and its
principal business activities are settled in Renminbi. However,
the Company remains exposed to foreign exchange risk arising
from its recognized foreign-currency-denominated assets and
liabilities and future foreign currency transactions, which are
primarily denominated in US dollars and euros.

For details of the Company’s foreign-currency-denominated
financial assets and liabilities translated into Renminbi at the
end of the reporting period, please refer to Item (57), “Foreign
Currency Monetary Items,” in this section.

The Company closely monitors the impact of changes in foreign
exchange rates on its foreign exchange risk exposure. The
Company currently does not take any measures to mitigate such
risk. However, management is responsible for monitoring foreign
exchange risk and will consider hedging significant foreign
exchange risk when necessary.

2. Capital Management

The objectives of the Company’s capital management policies are
to safeguard the Company’s ability to continue as a going concern,
thereby providing returns to shareholders and benefits to other
stakeholders, while maintaining an optimal capital structure to reduce
the cost of capital.

2026 FFFERE /225
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To maintain or adjust its capital structure, the Company may adjust
its financing arrangements or the amount of dividends paid to
shareholders, return capital to shareholders, issue new shares or
other equity instruments, or dispose of assets to reduce debt.

[ AR R OR T &

:leF:L/(/UZ'TEé )'_‘\7:' o

RLA LR
uﬁF)ﬁ§%ﬁ§$

BB, RATWES A HE

798.25% (LEFFEXR: 791%) -

W,

The Company monitors its capital structure based on the debt-to-
asset ratio, which is calculated by dividing total liabilities by total
assets. At the end of the reporting period, the Company's debt-to-
asset ratio was 8.25% (at the end of the previous year: 7.91%).

$ (ED TSN J\ %'3/%
& A AT

+=. AANENIES Xll. Disclosure of fair value
L HUAagfETENRESMAGRE Closing fair value of assets and liabilities measured at
HRQRNE fair value
B M ARM
Unit: RMB
e Item

—. Lo
BEitg
(D RBEERES

LURnthETER

TRt NHH IR EN

FRE
(D EMETER

(2) B = &

() 2 4o 3% T g 28
(ZDHEMIFRD =
B

BEUARNEITE
B&E 28

I. Continuous fair value
measurement

(1) Financial assets held for
trading

1.Financial assets
measured at fair value
through profit or loss

structured deposit

Wealth management
products

(I) Receivables financing

(I11) Other non-current
financial assets

Total assets continuously
measured at fair value

2. HEMFEHRE—
i EBE ™ B9 E 6K

F—ER: R

BORM o
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EitEHREBESRE
BHRFHAGEZRT T EREP

Basis for determining the market value of continuous
and non-continuous first level fair value measurement
items

BRASKME 2

First Level: Unadjusted quoted prices for the same assets or
liabilities that can be obtained on the measurement date in the
active market.
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Qualitative and quantitative information on valuation
techniques and important parameters used for continu-
ous and non-continuous second level fair value measure-
ment items

Second Level: Refers to the observable input values of related
assets or liabilities, either directly or indirectly, in addition to the
first level input values.

The second level input values include: 1) Quotations for
similar assets or liabilities in active markets, 2) Quotations for
identical or similar assets or liabilities in inactive markets, 3)
Other observable input values other than quotation, including
observable interest rate and yield curve, implied volatility, and
credit spread during normal quotation interval, 4) Input values
for market validation, etc.

Qualitative and quantitative information on valuation
techniques and important parameters used for
continuous and non-continuous third level fair value
measurement items

Third Level: It is the unobservable input value of related assets or
liabilities.

Fair value of financial assets and financial liabilities not
measured at fair value

Financial assets and liabilities not measured at fair value mainly
include: accounts receivable, debt investment, accounts payable,
non-current and lease liabilities due within one year.

The difference between the book value and fair value of above
financial assets and liabilities not measured at fair value is
insignificant.

Related Parties and Related-Party Transactions

Subsidiaries of the Company

Details of the Company’s subsidiaries are set out in the notes to
the financial statements
For details, see Section X, “Interests in Other Entities”
Interests in Subsidiaries.”

— (N
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1. FAEUEEMEKERLER 1. Joint Ventures and Associates of the Company
KSR NTREXBEARS, = Other joint ventures and associates that entered into related-party
ABESRRBRERKAFRBEMN transactions with the Company during the current period, or for which
itﬁ"ﬁﬂ’ﬂ A S ERERE R FR outstanding balances arose from related-party transactions with the
' Company in prior periods, are as follows:
2. AABE 2. Capital Management
KABBAEERENBNRENT The objectives of the Company's capital management policies are
RERANTEBFZELE, MmN to safeguard the Company's ability to continue as a going concern,
eIt EIR, FHEE RS E % thereby providing returns to shareholders and benefits to other
EGE, ANESEEENSAREGH stakeholders, while maintaining an optimal capital structure to reduce
MERERKE the cost of capital.
BEXAKERWEN Name of the joint venture or S5l x®
associate Relationship with the Company
HHIIA Gangan Jiangsu BREdW
Joint Venture
R LR Cinvige Shandong BRERULHHEIANFAR
A subsidiary of the associate Gan & Lee Jiangsu
AR Hangzhou Lanjing B b
Joint Venture
3. HtXBEABR 3. Other Related Parties
Hith B AR Name of other related party HMXBEASHAEBLXR

EF.oREBAR. MSRK

Directors, senior management and
the chief financial officer

Relationship between the other related party
and the Company

XREEBAR

Key management personnel

4, XX EIEBER 4, Related-Party Transactions
(1) MEES. IEHENES S SAEE (1)  Related-party transactions involving the purchase and sale of
x5 goods and the provision and receipt of services
XKMBEm/ERFHSERE Statement of Purchases of Goods and Services
8. B mM: ARM
Unit: RMB 10,000
KEA Related party XBER5AR KEELEG RN ZOE BETEBIXRZOE LHAR L
Nature of the Amount (%niE A) (3nEA) Amountincurred
related-party incurred in the Approved Whether the in the previous
transaction current period transaction approved period
limit (if transaction limit
applicable) was exceeded (if
applicable)
HHEIA Gangan Jiangsu YR K 8,960.75
Material Procurement )
m4ERE AR Cinvige Shandong MEXRMN 935.87 41,600.00 NO

Material Procurement

22
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HEBR/IREFTSBEREK Statement of Goods Sold/Services Provided

B Ay MM AR™T
Unit: RMB 10,000

XEBH Related party XEZZNE ERR £ 5 LTHRED
Nature of the related- Amountincurred in the Amountincurred in the
party transaction current period previous period
HHIIA Gangan Jiangsu HE MK 34.32
Sale of materials
SR LR Cinvige Shandong 55 & MK 14.80
Sale of materials
HERS 631.40
Provision of services
R 8 Hangzhou Lanjing & K 0.30

Sale of materials

(2) XEMERER (2)  Related-party leases
2 /.
. The Company as lessor
AAEER HF S peny
B AT M ARD
Unit: RMB 10,000
AT EW Name of lessee HERFME NEHINOEZTERA EERHIAM AT
Type of leased asset Lease income Lease income recognized in
recognized in the the prior period
current period
S E LR Cinvige Shandong BB 395.20
House
(3) X@pEEASIRH (3)  Compensation of key management personnel
Bl A ™ ARD
Unit: RMB 10,000
= Item AERR LT LTHER LS
Amount incurred in the current  Amount incurred in the previous
period period
*HEEBARKRM Key Management Personnel 396.91 390.48

Compensation

5. U, MdXRBHZREER O Outstanding Receivables from and Payables to Related

BB R Parties
(1) mEmE (1)  Receivables

B M ARD
Unit: RMB

M E & Project name X B% J5Related party

N7 W T 3k Accounts receivable HHIH
Gangan Jiangsu

N7 U T =R Accounts receivable 45 ILR
Cinvige Shandong

N U T 3% Accounts receivable # E =
Hangzhou Lanjing
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(2) [EftmAE (2)  Payables
Bt A ARM

Unit: RMB

B & Project name *BAH 2 TR S HA 4] K @ &= ER

Related party Closing balance Opening balance

IVESRE Accounts payable HHIIA 34,059,927.44 2,184,055.54
Gangan Jiangsu

B2 15 T 3% Accounts payable S HE LR 4,042,654.12 808,862.32

Cinvige Shandong

+Mm. B XIlll. Share-based Payment
1. |BONHEIAR 1. Equity Instruments
(1) HBHER (1) Details

B MM ARS
Unit: RMB

BIXNRES

Category of recipients

FE. GREEARREZD
BEAROLS)BF

Directors, senior
management personnel
and core technical
(business) experts

& it

Total

(2) HBEARTENIMNREHANFIEMN (2) Share options or other equity instruments issued and
mITH outstanding at the end of the period

Bfi:c mM: ARM
Unit: RMB

BF IR L5 Category of recipients

2024 REIMRZE 2024 Restricted Shares
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Other notes:

On May 24, 2024, Gan & Lee registered the grant of the
Company's 2024 Restricted Share Incentive Plan at the Shanghai
Branch of China Securities Depository and Clearing Company
Limited. The validity period of the Incentive Plan is a maximum of
48 months. It starts from the completion date of the registration
of the grant of the Restricted Shares and ends on the date when
the Restricted Shares granted to the Incentive Participants are
released from sale restriction or repurchased for cancellation in
full. The restricted shares granted under the Incentive Scheme
will be subject to a restriction period of 12, 24, or 36 months
from the date of registration of the grant.

On April 21, 2026, the eighth meeting of the fifth session of
the Board of Directors considered and approved the “Proposal
on Adjusting the Repurchase Prices and Repurchasing and
Cancelling Certain Restricted Shares,” pursuant to which the
repurchase prices for the restricted shares granted under the
2022 and 2024 Restricted Share Incentive Plans were adjusted to
RMB14.65 per share and RMB17.09 per share, respectively. For
details, please refer to Announcement No. 2025-038.

Equity settled share-based payments
2022 Restricted Share Incentive Plan

BT HHAH: AR™
Unit: RMB

DI a5 BB R D 2 A 3 R
BYEN@m ITEQRANENRE S
BYANmz IEARNENEEZSH

AITAN &= T RS E R ERIE

KRGS LA BEERERNR

DUR@ZEBRO XA ITANEERR
By R it £ 8

Recipients of equity-settled share-
based payments

Method for determining the fair
value of equity instruments on the
grant date

Significant parameters of fair value
of equity instruments at grant date

Basis for determining the number of
exercisable equity instruments

Reasons for significant differences
between the current estimate and
the previous estimate

Accumulated amount of equity
settled share-based payments
recognized in capital reserve

20224 PR Y M A& 2= 8 A 3t X
2022 Restricted Share Incentive Plan

BY¥HBNEETNE

Market price at grant date less grant price

T & A
N/A

B RBIRERW SHEZTRIE R
Resignation rate and performance evaluation
completion of incentive recipients

T
None

71,018,357.31

2026 FFEERE



(2) 2024 [RFI1E AR 5 2 b it %

2) 2024 Restricted Share Incentive Plan

BT MR ARM
Unit: RMB

DR m B ER M SZAT R

BRYEANGE TERANEOHE S

BEFANGZIAEAANENEESH

AT TRMENHERE

FPEHS ERGETEERERNR

MR % 45 B R 9 TSI N B RAR
Rt &M

Recipients of equity-settled share-
based payments

Method for determining the fair
value of equity instruments on the
grant date

Significant parameters of fair value
of equity instruments at grant date

Basis for determining the number of
exercisable equity instruments

Reasons for significant differences
between the current estimate and
the previous estimate

Accumulated amount of equity
settled share-based payments
recognized in capital reserve

2024 4 BR &1 M B Z2 8 b 1T X
2024Restricted Share Incentive Plan

BFETNRET NS

Market price at grant date less grant price

& B
N/A

BN RBRERISGEZTRIER
Resignation rate and performance evaluation
completion of incentive recipients

T
None

152,749,784.90

3. THARMZfTER

3. Share-based payment expenses for the period

BRI RER

2R, aREEAR R Directors, senior
management and core
technical (business)

ZOEROLSE) 85 F
backbone
=0 Total

Category of recipients

ThH. RERNBEEFEDN

Bfi:w M ARM
Unit: RMB

XV. Commitments and Contingencies

1. HBEZIM 1.  Contingency
(1) HFEGGRAGFENEEXEFR (1)
date
mA Item
BEEYERKEERAKIE  Signed but not prov isioned
capital commitment
=iy Total

23

Significant external contingency existing on the balance sheet

Bt MM AR™
Unit: RMB

2025%12H31H
December 31, 2025

332,237,421.55

332,237,421.55
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XVI. Additional information

1. Breakdown of Non-Recurring Income and Expenses for the
Current Period

B MM ARM

Unit: RMB
=] Item &8 3t BR
Amount in the current Others
period notes
ERBERABERT , BEBITIEAZSA  Profit or loss from disposal of non-current -234,788.55
oA R DN assets, including the write-off portion of the
B & HE asset impairment provision that has been
made
ARV EAE), E5R/BEES Government grants recognized in the profit 6,107,110.53

o A

EUSEPAX. FEERBEMNE. ER
MENTEZE. WARRESERERMN
BY BT Ab B B Sh

BRERBESEELSHAINAERNERRE
s, FEREUFEERAFTNEHA
RFENRAANEZ R U ML E A
FHERAGTENT T

B KRN A TR R R RS

TRERNGE, MRBRNZAANEERIT
BFENNE
B bR E I Z ShBIEME A SR ANF 2

y

HittFEFEBMEREE XV R & E

pslil

L PR AS T 5 I A

or loss for the current period, except for
those government grants that are closely
related to the Company's normal business
operations, in line with national policies and in
accordance with defined criteria, and that have
a sustained impact on the Company's profit or
loss

Gains and losses from changes in fair value 14,331,580.84
of financial assets and liabilities held by

non-financial corporations and gains and

losses from the disposal of financial assets

and liabilities, except for effective hedging

activities related to the Company's normal

business operations

Investment income arising from the disposal of 3,017,916.14
long-term equity investments

Gain arising from the remeasurement of the 2,541,161.06
remaining equity interest at fair value following

the loss of control

Other non-operating revenue or expenses -3,084,354.59

than above items

Other profit and loss items that meet the 11,900,000.00

definition of non-recurring profit and loss

Subtract: Income tax impact 5,002,491.54

a1t Total 29,576,133.89
AT EAAFEITIELENATEEA Explanations shall be made for the non-recurring items
WERBUNSS1S RSt identified by the company according the "Explanator y
HYRBIEPTMEINENELRS R Announcement No. 1 on Information Disclosure by Companies
ZTEEBESME AN, UEELF Publicly Offering Securities - Non-recurring Items", and for the
BT TAENATEERERELEA company identifying the non-recurring items enumerated in the
1S RS MIR ) T E "Explanatory Announcement No. 1 on Information Disclosure by
EREMIRETERT HE SR Companies Publicly Offering Securities - Non-recurring ltems" as
HWIME, ViREER ., recurring items.
e Item B R E ] REA
Amount Reason
33 3IE U 5 B B Amortization of 7,006,572.97 ARBDRFHESEXNVBFHNBLERENHEFEINENEE MR T

deferred income

The Company recognizes the amortization of deferred income from
asset-related government grants as recurring gains and losses

2026FFFEHRS /233



2. BRAFWREIERSRWE 2. Return on net assets and earnings per share

= 2
DAL 5 Eami?ﬂsﬁu&e;mshare
Profitin the reportin A A 7= W = (%) or
& & B F) E A P 5 Weighted average se % i ac
period EAgRkE=E wmEekRkE
return on net asseots Basic earnings Diluted earnings
(%) per share per share
IIB T ABEERK L Net profit attributable to 5.15 1.03 1.03
s | ordinary shareholders of
By AL the Company
MRELEHEREET  Net profits attributable 4.90 0.98 0.98

NS n -+ L0 Ordinary shareholders
BT AR EERRR of the Company after

)= RalpE| deduction of non-
recurring profits or losses

EERERAN RS

Legal representative: Wei Chen
EESHERIXEE: 202688241

Date of approval by the Board: August 24, 2026
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