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To the sharehol der

Dear shareholders,

Time flies. Nearly thregears have passed since | served as the Chairman of the Board of Huadong
Medicine Co., Ltd, during which | have witnessed the historic changes in the pharmagsiisiai/

of China. Like most domestic pharmaceutical companies, we are confwitkednprecedented
difficulties and dramatic challenges in this ecbianging era. The continued implementation of VBP
program and the negotiation on medical insurance pwna to the benefits of generic medicines,
moreover the resurgence of COVHD9 and the instable external environment placed more
uncertaintiewithin local pharmaceutical industry. Bearing in mind the major mission of generating
business growth, the mareagent team of the Company struggled onward amid the pains that come
withchangg,r ef or m and transformation. |t cannot be
over the past three yeatmsnot as outstanding as that in the previous time. Howallemmployees

in the Company weathered the test of time and flagging market, achieving innalratem results

that transcend financial statements by focusing on the transformation and innovation.

From 2019 to 2021, while reconsidered its positionimdj\zalue, the Company recruited more talents,
developed product pipelines faster, made greater progress in R&D capability building and achieved
more improvements in comprehensive strength than ever before, introducing tremendous changes in
and outside th€ompany. In the past three years, we implemented in nearly 20 BD transactions with
leading international pharmaceutical companies to create a gllzdoratio network and develop
diversified and differentiad innovative producpipelinein pharmaceutical and aesthetic medicine
fields, speeding up the progress of internationalization. We wasted no time in R&D, and constantly
improved our independent R&D system. At present, the Company has established an open and
sciencebased internatioh&®&D ecosystem with Zhongmei Huadong new drug R&D center as the
core platform and focused on endocrinology, oncology and immunology disease areas. Now the
Company has nearly 40 innovative drugs and biosimilars under development, and proactively created
aworld-class ADC R&D platform, laying a solid foundation for the development of pharmaceutical
industry in the future. It achieved rapid progress in core products development. For instance, we were
the first in China to submit the application of domesti@giutide injection, which are nounder

CDE review; the clinical trial of ADC produetMirvetuximab moved forward in a quick manner;

and TGFR system moved to the special review procesiitech i nadés i nnovative m
addition, we facilitatedhte development of innovative business despite pressure and created the
unigue example of the colthain, so as to foster a new business model. Implementing the
development strategy of domestic and international circulation, we constantly enriched tla¢ produ
lines of aesthetic medicine and expanded overseas business in this field. At present, we own 35 high
end global aesthetic medicine products featuring minimally invasive anthvasive approaches,

and recorded rapid growth in sategenue Moreover, he registration of domestic aesthetic medicine
products was promoted orderly, and the blockdrystoduct Ellansélaunched in domestic market
successfully. At the same time, we also proactively explored thelnblue oceah of industrial
microbiology and aw business layout, initiated and reserved more than 100 products, drawing a
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second growth curve. Relaying on our endeavors in core business over the past three years, we are
now marching forward on an innovative path with the characteristics of Huadahgmhée gradually

forming a new development pattern that is driven by innovation, ifegoes global market, and has
multiple and diversified business lines. With initial results, we have got attention and appraisal from
the industry and market.

We owe tlese progresses to the deepted concept of innovation and value. All employees in the
Company straightly faced the weaknesses, vigorously discovered new value and valorously overcame
uncertainties and difficulties. Our wanlg philosophy and thought habeen changed tremendously,

laying a solid foundation for innovatiedriven transformation.

I n the next three years, wbasadipdtiétnt emtneri eade poi L
implement high quality development strategy with R&D, wedton and international development

at the core, and aim at creating differemthtievelopment features, striving to become a leading
international medicine enterprise driven by scientific research and innovation, and ultimately
realizing the establishddng-range vision and stratg@f Huadong Medicine.

l nnovation and R&D remain the theme of the Co
will invest more in clinical valu@riented R&D of innovative drugs in endocrinology, oncology and
immunologyby adopting a model featuring independent development, lisgaresed collaboration
devel opment. We wbstEeEpOmBREPment ateffyhr@&@e be sp
step over the past three years in establishing and improving an R&l pipeline through
introduction, building a R&D management team and creating primary R&D competence. By 2025,
we will take the second step, integrating int
R&D ecosystem by learning and absorbing éldvantages of them, strengthening independent R&D
capability and improving the building of technical platferfarom 2025 to 2030, we will accomplish

the third step, achieving internal innovation on the basis of the first two steps, and establish a R&D
management system focusing on introduction and independent development, thus serving to realize
the longterm strategy and key objectives.

Aesthetic medicine is one of the core strate
Upholding the operato phi | osophy of dAfacilitating gl obal
international circulation progressing smoot hl

of product pipelines and boost the registration and launch process of domestidesnational
products. With the technological iteration and innovation in the past decade and more, industrial
microbiology is developing at a rapid pace. Seeing the promising future of industrial microbiology,
the Company endeavors to create an intlizted, largescale and international industrial cluster and
integrate into global industrial chain of industrial microbial drugs R&D. In the future, we will
transform our strategy from introduction to global operation based on products and market, and
ultimately achieve coordinated development among multiply business sectors, creating a health
industry ecosystem with Huadong Medicine characteristics.

We will adopta forwardlooking totacklewith todayds difficulties. The year 2022 remains a year of
uncertainties. Against the backdrop of rapid global changes unseen in a century and complex
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international political and economic landscape, the innovative drug industry in China ushered in a
new phase oriented to clinical value. We have set defined goaldeardstrategies, and obtained
precious experience, but we still face various challenges and risks that come from industry policies,
market competition, pandemic and other factors on the way forward as we are in the early stage of
innovation and reform.

As long as we press ahead with perseverance, a bright future will beckon and emerge. The year 2022
is also a year of possibilities. We will reap rewards by proactive planning. Having faith in the long
term pr os p emedicalinduktry, @é wilhsai®tse opportunity and strive for our best in

the path of transformation, continue to establish R&D system with a global view, adhere to the
established strategy and plan and focus on refined management and product planning, in a bid to
achieve growth agas changing environment and a more brilliant future.

Over the past three years, we worked extremely hard and forged ahead. We wish to express sincere
appreciation to all employees for their hard work, and all shareholders for their understanding and
incomparable trust. To extend our sincere gratitude, the Company has distributed nearly RMB4.6
billion dividends to shareholders in 18 times since listing.

With great ambition in mind, we will never pause our pursuit of a better future. We hope to have the
laging company of investors who looking for letgym value, constantly challenge and change
ourselves, and overcome fluctuation and downward cycle, thereby embracing the refreshing and
bright future created by Huadong Medicine.

Lv Lian
On Behalf Of Huad
April , 2
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Section |. | mportant Decl arati ol
The Board of Director s, Board of Super vi s
man agretmeof Huadong Medicine Co., Ltd. (hereina
guarantee that the information presented 1in
compl ete and free of any false recor,dsagnadnisHeae
undertake individual and joint Il egal |iabilit

Lv Liang, the Companyods | egal representativ
Qi u Renbo, head of accounting depadretcnheanrte (aan
guaranteei hnahmatci alhestfatements in this annual
compl et e.

Al | directors have attended the Board of Di

The future plans, devel opmednoto kg tnrga tset gait eesmeanl
annual report shall not be considered as”  subst
Investors and related parties should be fully
bet ween plans, forecasts and commitments.

The risks thei Compangtifaceisncl uding industr.y
risk, nR&Dr d skg exchange rate fluctuation ris|
details, please refer to Av. Potenti al risks
futueweweldopmento in ASection |11 Management

investors are kindly reminded to pay attentio

The dividend distribution scheme approved a
foll owe: basits of 1,749,809,548 ordinary share
RMB2. 90 (before tax) of cash dividends per t
sharehol ders; no bonus share will beedssoeidnc:rk
the capital stock. I n case the Compdnyosemndaot
di stribution scheme is put in place, the proyg
with the shares base durnwdhlaemdgled . buThenafsarhesnei d
approval at the Annual Gener al Meeti ng.

According to AStock Listing Rules of the Sh
have both Chinese and other | anguage vemgion
of both versions are the same. I n the case of
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ContefntRkef erence Fil e
I . Financial statements signed and stafmped by
accounting work and the head of accounting in

1. Original audit report stamped by pubtic a
accountant .

l'11. The original of all Comptamg 6pr dessudesat gn
during the reporting period and the original
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Defi nitil ons

Term refe Definition
CSRC refelChina Securities Regulatory
SSE refelShenzhen Stock Exchange
Huadong MeCdoincpianney//tohuerf r ef e| Huadong Medi cine Co., Lt d.
CGE refelChina Grand Enterprises, I nc

Huadong Medicine Grolrefe|lHangzhou Huadong Medicine Gr

Zhongmei Huadong refelHangzhou Zhongmei Huadong Ph
Jiangdong Company refelHangzhou Zhongmei Huadong Ph
Jiuyang Bio refelJiangsu Jiuyang Biopharm Co.
Xi 6an Bohua refelHuadong Medicine (Xidan) Boh
Jiuyuan Gene refelHangzhou Jiuyuan Gene Engine
Doer Biologics refelZhejiang Doer Biologics Co.,

Huadong Ningbo CompalrefelHuadong Ningbo Medicine Co.,

ChongqibBigo Peg refe|ChongqibBiigo Peeigopharm Co., Ltd

Qyuflserapeutics refe/Qyuns Therapeutics Co., Ltd.

Nuoling Bio refelNuoling Biomedical technolog

Grand Chanrong et Shanghai Grand I ndustrial an
Co. , Ltd.

Fuguang Chengdu refelFuguang Chengdu Equity Ilnves

Hangzhou Gaotou refelHangzhbeuicHiVenture Capital M

Grand Huachuang refe|Beijing Grand Huachuang I nve

Hangzhou Heda refelHangzholun dHedtar i al Fund I nves

Phar maceuti cal I ndus et Hangzhou Fuguang Hongxin Equ

Hongxin (Limited Partnership)

Huac h aTegc hH i refe|lAnhui Hu aletcahn @@ hkhir maceut i cal

MeiHeal t h refelHubei Mei qi Heal th Technol og

Takeda refe|Takeda Pharmaceuticals Compa

Sinclair refe|{Sinclair Pharma Limited

vTv refelvTv Therapeutics LLC

R2 refelR2 Technol ogies, I nc.

Medi Beacon refe Medi Beacon | nc.

I mmunoGen refe|ll mmunoGen, Il nc.
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Provention Bio efe|lProvention Bi o, I nc.

RAPT ef el RAPT Therapeutics, | nc.

Kyl ane ef el]Kylane Laboratoires SA

Hi gh Tech ef el]High Technology Products, S.

Exscientia efe|lExscientia Ltd.

Hei del berg Phar ma efe|lHei del berg Pharma AG

Kiniksa ef elKini ksa Pharmaceuticals (UK)

Ki Omed ef e|]Ki Omed Phar ma SA

Daewon ef el]Daewon Pharmaceuti cal Co. , L

AKSO ef el] AKSO Biopharmaceutical, 1Inc.

Ashvattha ef el]lAshvattha Therapeutic, Il nc.

SCOHI A ef el] SCOHI A PHARMA, I nc.

GMP ef el]Good Manufacturing Practice

c GMP efe|Current Good Manufacture Pra

GSP ef el]Good Supply Practice

BE ef e|Bioequival ence

CDE o fred Center for Drug Evaluation (
Administration)

MAH ef elMarketing Authorization Hold

FDA efel](U.S.) Food and Drug Adminis

NMPA efe|National Medi cal Products Ad

NHS A efe|Nat iWweallt hcare Security Adm

NDA ef el]New Drug Application

ANDA ef el]Abbreviated New Drug Applica

| CH o e International Council for Ha
for Phar makweman clades) f or

I ND efellnvestigational New Drug

PK/ PD ef elpharmacokinetics/ pharmacodyn

CcCMC ef el Chemistry, Manufacturing and

CMO ef elContract Manufacturing Organ

CDMO efe{Contract Devel opment and

QA efelfQuality Assurance (departmen

ADC efelAnti Dodygy Conjugates

BD ef el]Business Devel opment

EHS ef elEnvironment, Heal t h, Safety

Me d i
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MRCT efellnter Mutl-ctentér Clinical Tri a
OoTC ef efOver The Counter
) ) ef efDrugs that require medical p

Prescription Drugs

bought and used

ef e|{Catal ogue of Drugdlati dmoal

Catalogue of Dr2wis f N

I nsurance/ Empl oyment | nja0ly
Reporting Period efe|lFrom Janu®r yoek,emb®21 31, 2021

Me d i
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Section | I . Company Profile
|. Company information
Stock name (g@Huadong Medicine|Stock code 000963
Stock | isted |Shenzhen Stock Exchange
Company name [VKM M E
Compan name
p y. ! VKM

(abbreviati on
Company name ) )

Huadong Medicine Co., Lt d.
any)
Company name ) )

) . Huadong Medicine

(abbreviation
Legal represegLv Liang
Regi stered adFl oor 7, 9 and 10, Gate No. 1, Buil ding N
Zip code of t

310006
addr ess

From thlkidtaitegofo July 201No t4h3e9 rZhgd rsd selr

Xiacheng District, Hangzhouo. From July 2
Changes of r e ) )

Gate No. 1, Building No. 1, 468 Yanbed ®&d

was changed to AF7, 9 and 10, Gate No. 1,
Of fice addresiNo. 866 Moganshan Road, Hangzhou
Zip code of 310011
Of ficial webswww. eastchinapharm.com
Emai | addresshz000963@126. com
Il. Contact persons and contact information

Secretary of the Securities affa

Na me Chen Bo /
Contact address 866 Moganshan RO /
Tel 058V 903300 /
Fa x 058V 903300 /
lll. Channels of disclosure and location of preparation
Website of the Shenzhen Stoghttp://www.szse.cn

Me d i

and
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report

Yedila and webaiie ©or publisChina.S.ecurS'etciuersi tJB)buarnr?gahlmé
Securi tandist thews www. cni nfo

Location of preparation of (tOffice of the Companyds Bo

IV. Registration changes

Organi zation code 91330000143083157E

Changes of the Companyo

l'istiywg (if an None

Previous changes of conNone

V. Other information

Certified public accountants

Na me Pa@hina Certified Public Accounts (Spedg

Of fice address |[F18, Huarun Buil di ndHab,gzhd&a§ QQihanjiiaargg

Signhing accountWang Fukang and Du Jinyu

Sponsors for continuous supervision and guidance during the

I Applicable & N/A

Financial consultant for continuopersogdervision and guidance

I Applicable & N/A

VI. Key accounting data and financial indicators

Whet her the Company needs to perform a retroactive adjust men
I Yes &aNo
Percent
2 012 200 nerease) 2 091
from | ast
year
Operating reve 34,563, 3 33,683, 0 2.6 35,445, 6
Net profit attributable to
shareholders of listed companig 2,301,63 2,819, 86 -18. 3 2,813, 11
(yuan)
Net profit attributable to
shareholders of listed companig
after deducting nonecurring 2,188, 94 2,429, 76 9.9 2,574, 43
gains/losses (yuan)
Net cash flow from operating 3,169, 75 3,411, 44 7.0 2,001, 69
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activities (yuan)
Basic earnings per share
1. 31 1.6]1 -18. 3 1. 6(¢(
(yuan/share)
Diluted earnings per share
1. 31 1.6]1 -18. 3 1. 6(¢(
(yuan/share)
Weighted average return on
) 14.7 20. 9 6. 2 25. 2
equity (ROE)
Percent
increase/
End olf 1 End 26 1 End o9f 1
from | ast
year
Total assets (yuan) 26,996, 4 24,201, 3 11.5 21,463, 9
Net assets attributable to
shareholders of listed companig 16, 579, 3 14,619, 8 13.4 12,3009, 4
(yuan)

The Company6s net profirte cdwerfroirreg ogaianfs ean d eldauscste sn,g whoinchever
are all negative, and the audit report ofataatgygeng sbopwer do

I Yes &No

The company's net profi-tebefoiregagai mstleossesuichi nlgenlbast th

I Yes &No

VII. Differences in accounting data under domestic and overseas accounting standards

1. Differences in net profit and net assets disclosed in financial statements under international and Chinese
accounting standards

I Applicable & N/A

There are no differences in net profit and net assets disclosed in financial statements under intanmhtional
Chinese accounting standards.

2. Differences in net profit and net assets disclosed in financial statements under overseas and Chinese
accounting standards

I Applicable & N/A

There are no differences in net profit and net assets disclosed in firdatgalents under overseas and Chinese
accounting standards

VIII. Key financial indicators by quarter

Uni t : RMB vyua

Q1 Q2 Q3 Q4

Operating reve 8, 896, 6 3 8,282, 80 8,748, 03 8, 635, 82

Net profit att

758, 380 541, 965 595, 038 406, 246
sharehol ders o
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Net profit att

sharehol ders o
after dedecuirmn

gains/ | osses

695, 792

498,

188 568, 039

426, 926

Net cash fl ow

activities

302,314

1,

436,19 367,404

1,

063, 84

Whet her t he

guart esrenyi aannndu a |
N o

I Yes &

above

financi al

reports by

t

indicator s their

he

or

Company

IX. Items and amounts of nonrrecurring gains/losses

4 Applicable 1T

N/ A

fouasl s ar e

Unit: RMB yua

I tem

2 012

200 2 091

Not e

Gains/ |l osses -on

assets (i nclofdfi

accrasesckts | mpai

r de

npga
r me

354,

319,656 109,574

Tax refund and

examination and

of ficial approv

red

ap
al

10,101,

8,424, 4,407,

Government gran
/1 o
ed
i bu

in

ses (e
dai |
con

gains

t

S
t
t

rel a
di st

o
ed
tandar

p

r
cert
wi t h

a S

nati onal

ts
c

173,543

t

Qo 9 T

X
y
s
d
o

190, 906 112,527

/1 o
ol d
ng
ng,
i ng

Gai n s
i ng
and

s es ca

for fin
tradi
tradi
hand]l
fina
AFS
busi

fin
and in

financ

ecurities,

S »w S

ess rel ate

ci ahelld afthbad itt

use
anc
anc
ves

_ 521,
i al

e X

d t

Reversal of res

to independent

er v
. 803,
i mp

845, 896,

Ot he
expe

it ems

FOpreacmeivegue

ndi t ur emeenxtpieocnt

(O

25, 651,

500, 77,976,

32,065,

899,
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Ot her profit and |
definitq-enuofingng

Minus: Amount affected by income tax 20, 249, 92,420, 47,542,

Amount affected

interests of mi nor -4, 035, 14,912, 20, 159,

t ax)

Tot al 112, 684 390, 099 238,681 - -
Details ofgathsfl ossees méernedtihrer idred i gqaitno/nl s aodn
4 Applicable 1T N/A

[Note]: Employment resettlement fees totaled R32RB65,178.00or dismissed employees of Huadong Ningbo Medicine Co., Ltd,

drawn from due liquidation.

Ex pl anarteicoong nfiozri ng an-rietcemrli ingt gkn tnd rl prssbatni veheAmnouncement N
Di sclosure CriterildoRecuiPuibhgocPaComaptardiesrsri ng gain/ |l oss

T Applicable & N/A

Expl aandtoiro recogni zi ng ecrurirtienng lglas tn€ d passst datnhash eAmMnouncement N
Disclosure CriteriMo-RecuPuibhgdoc PaCw fmaptarhdiaesrsr i ng gain/ | oss
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Section |11 Managemeyngi Di scuss

I. The industry profile during the reporting period

Il n 20 2 1 mediCdiindustey é@xperienced profound reform and accelerating reshuffle, with
industry policies rolling out intensively and innovative results springing up. Cost control of medical
insurance remained the main focus of industry policies. In 2021, China continued to promote the VBP
Programof drugs and medical consumables, expanding both the scope and depthrogBimef
generic drugs and highalue consumables became more populas predicted that the coverage of
variety and region will be further expanded. In terms of local level, VBBBrBmby crossregion
alliances were accelerated with diversified varieties. 4ptevincial alliances have become another
backbone of VBP Pragm.

The reform of health insurance payment models was in the fast track. NHSA is promoting a
compounded medical insurance payment model with catdgpegd payment as the core, and
piloting diagnosis related group, or DRG payment and Diagnosis & Interverdiaket®? or DIP. In
November 2021, NHSA issued thkhreeYear Plan of Reform of DGR/DIP Payment Model
requiring that by the end of 2025, DRG/DIP payment model should cover all eligible medical
institutions providing inpatient services, realizing substdytitde full coverage of diseases and
medical insurance funds.

From the perspective of lortgrm developments of the industry, population aging increased the
needs for necessary medicine market to expand, and trading up in new categories promoted the
devebpment of consumer medical market, releasing more growth opportunities of the industry.
Driven by a series of policies, timedica industry is undergoing profound changes, and is gaining
speed in innovative transformation. The growth logic and prospigtaanaceutical companies are
also experiencing great changktre and more traditional pharmaceutical companies defined their
transformation direction towards innovative drugs, and kept increasing the investment in R&D, so as
to achieve higlguality deelopment.

2022 is the year of deepening reform during the periddth FiveYear Plan. hiedevelopment
plan for the pharmaceutical industry will be promulgated and implemented. The innovation iteration
cycle of the pharmaceutical industry will be faseerd the challenges and pressures confronted by
pharmaceutical companies will also be greater. Facing the opportunities and challenges arising from
deepening reform, accelerating technology upgrade, continuous emergence of professionals and

increasing capal support, Chinese pharmaceutical companies are like sailing against the current.

16
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Only through upgrade and innovation can they brave the wind and waves.

Il. Main businesses of the Company during the reporting period

Huadong Medicine Co., Ltdheadquartered in Hangzhou, Zhejiang province, was established in
1993. It was listed on the Shenzhen Stock Exchange in December 1999 (stock code: 000963). With
more than two decades endeavors, the Company has expanded its business covering the whole
industial chain of pharmaceutical industry. While centering on pharmaceutical industry, it also sets
foot in pharmaceutical commerce and aesthetic medicine and has developed into a large
comprehensive pharmaceutical listed company integrating pharmaceuticgl jr&fuction and
distribution.

In terms of pharmaceutical industry, the Company deeply rooted in the R&D, production and
sales of specialty medications, chronic disease medications, and medications for special purposes,
established a webstablished pharateutical manufacturing and quality research system, formed
core product pipelines focusing on chronic kidney diseases, transplantation immunity, endocrinology,
digestive system and other areas, and has a number-tihiérstinical drugs with market adwntages
in China. At the same time, through independent development, introduction, project cooperation and
other approaches, it focused on R&D layout of innovative drugs and generic drugs witadhigh
barrier in three core sectors including oncology,oeniciology, and autoimmunity. The Company
constantly carried out international registration, certification and consistency evaluation, and
achieved continuous results. It has formed a pharmaceutical industry system aimed at global market,
and maintained RR and product cooperation with a number of international innovative R&D
enterprises.

The Companyds pharmaceuti cal commer ce mai nl
traditional Chinese medicine and western medicine, medical devices, ginsenglandad health
industry, covering medicine wholesale, medicine retail, third party medical logistics characterized by
cold chain, medical-eommerce, valuadded service in hospitals and distinctive comprehensive
health industry. In doing so, it wentrther in product agency and mark expansion, providing
comprehensive solutions for customers.

Adhering to the strategy of facilitating global operation and layout with domestic and
international circulations progressing smoothly, the Company owns moraamimimally invasive
and nonrinvasive products of aesthetic medicine through a global view and feteahg plan,
among which 20 products are on the market inside and outside the country, and 10 are international

innovative products under research. Pheduct portfolio covers mainstream nsurgical aesthetic

17
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medicine sectors such as facial fillers, thread lift, skin management, body shaping, hair removal, and
cosmetic gynecology, forming an integrated product cluster with the number and scope dfsprodu

at the forefront of the industry. Sinclair, a whetiwned subsidiary of the Company, acts as the global
operation platform of aesthetic medicine. Headquartered in the UK, it also has manufacturing bases
in the Netherlands, France, the United Statestz8rland and Bulgaria. Sinclair promotes and sales
products such as sustairedlease microspheres for injection, hyaluronic acid (HA), and face thread

lift products worldwide, and researches and expands energy based aesthetic devices through its
wholly-owned subsidiaries High Tech and Viora in the global market. The Company also wholly
owns Sinclair (Shanghai) Co., Ltd., a subsidiary for the operation and sales in domestic market, as
well as owns the shares in R2 and Kylane, overseas technical R&D demjoaated in the America

and Switzerland, respectively.

lll. Analysis on core competitiveness

i. An open innovative drug R&D system and constant improvement of innovation capacity

The Company highly values innovation and R&D and maintains a high papatiR&D
investment. The average annual R&D investment in pharmaceutical industry in the past three years
accounted for more than 10% of the operation revenue of pharmaceutical industry. Upholding the
isci ent i-based, patiens e at € h e dhy, it ptrivés|toccieaiepclinical value, medicine
economics value and commerce value. After years of development, it has established a relatively
complete independent innovation system for drug R&D covering drug discovery, pharmaceutical
research, prelinical research, clinical research and industrialization, and established a global new
drug R&D center.

The Companyods i nnovation and R&D f ocuses
endocrinology, oncology and autoimmunity. By ways of cooperative deuglapment and equity
investment, it carried outidepth strategic cooperation with leading pharmaceutical companies both
in and outside China, and created a global pharmaceutical R&D ecosystem through introduction,
integration and innovation. In partieu| in terms of ADC field, the Company further expanded
differential layout. It invested in Qyuns Therapeutics, an antibody R&D and production company,
and Nuoling Bio, a company specialized in ADC linker and conjugate techniques, incubated Zhejiang
HuidaBiotech Co., Ltd. (Huida Biotech) which owns the whole product line of ADC payloads, and
controlled Doer Biologics, a muleintibody platform R&D company. It carried out equity investment
and product cooperation with Heidelberg Pharma, a global emerghmgpiegy company in the ADC
field, to form a uniqgue ADC global R&D ecosystem, gradually build a differentiating ADC
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independent R&D platform, and strengthen and improve antineoplastic product innovation chain and
ADC ecological chain. In the next three y®&at plans to develop at least 10 ADC innovative products
and actively promote the registration work and clinical studies.

Through independent R&D, cooperation, licemseand other measures, the Company
continuously developed and formed differentigtimnovative product pipelines covering the
lifecycle of R&D. As at the releasing of this report, the Company has nearly 40 innovative drugs and
biosimilars under research, among which 5 are in the phase III of clinical trial and 3 are in phase I,
coverirg endocrinology, oncology and autoimmunity and other areas, so as to effectively guarantee
the positive momentum of the clinical and launch progress of innovative product, thereby providing

new drivers for mediurand longterm development.
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ii. Comprehensive capabilities to develop international business

The company actively promoted the internationalization process. By acquiring 100% equity of
Sinclair, High Tech and Viora, the Company realized the global layout of the aesthetic medicine field.
Though stategic and equity cooperation with a number of American companies, including R2,
MediBeacon, ImmunoGen, Provention Bio and Kiniksa, a Swiss company Kylane, a German
company Heidelberg Pharma, etc., it supplemented and enriched the rights of commercial
dewelopment of innovative drugs and highd aesthetic medicine products both at home and abroad.
It cooperated with Daewon, a South Korean company, to realize the company's first overseas
commercialization licenseut of innovative product. It acceleratea timternational registration of

products. All online chemical APIs were obtained the market certification of FDA, EU and other
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authorities. Daptomycin for Injection, Acarbose Tablets and Pantoprazole Sodium for Injection were
all approved by FDA, and sontegh-end industrial microorganism ingredients were empowered
strong competitiveness in the international market. It also actively developed international logistics
and procurement suppliers to make its procurement capability keep in line with the iotainati
standard. It pushed CMO/CDMO business go global, and has been integrated into the global
innovative drugs R&D industrial chain.

iii. Diversified product pipelines for specialty diseases and chronic diseases, and
comprehensive competitive advantage afiabetes treatment

Over the years, the Company has been deeply engaged in specialty medications, chronic disease
medications, and medications for special purposes and built a favor brand effect and strong market
base in the treatment of chronic kidneyedises, transplantation and immunity, endocrinology,
digestive system and so on. The market share of these products continuously takes the lead in
domestic market. Focusing on the targets of mainstream clinical treatment of diabetes, the Company
has formeda comprehensive layout of product pipelines of innovative drugs and differentiating
generic drug. At present, it has more than 20 commercialized products and products under
development. In organ transplantation, it realized the full coverage of clinicstlire
immunosuppressive agents and developed riafed followup products. It developed firgt-class
drugs in all three core treatment fields, including endocrinology, oncology and autoimmunity. As for
antineoplastic ADC drugs, it has establishezllayout of multiple global innovative drug and a R&D
ecosystem, forming differentiating advantages. At present, a total of 26 core products on the market
were listed in th€atalog of Medicines Covered by National Basic Medical Insurance,-Reldted

Injury Insurance and Maternity Insurance (2021)
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iv. A leading domestic pharmaceutical care professional team and extensive market
network

In terms of pharmaceutical industry, the Company owns a professional Pharmaceutical Care (PC)
and market developmerteam consisting of 6000 employees. Centering on clinical value and
academic promotion, it promoted a marketing model integrating comprehensive hospitals, medical
institutions in primary level, retail, the third terminal and the Internet, so as to gsehcaiase the
coverage through multiple channels, thus obtaining good competitive advantages.

Having developed in Zhejiang province for
commerce owns complete business activities and diversified products, and emjogrehensive
competitive advantages in market access and network coverage. It constantly improves its four core
capabilities including logistics, information, finance and operation, offering-dmghvalueadded
services such as policy affairs. In aduht it has established cooperative ties with 90% of mainstream
pharmaceutical enterprises at home and abroad, and realized the full coverage of public medical
institutions, major private health care and retail pharmacies in Zhejiang province. Its rharket s
takes the lead in Zhejiang province, and industry ranking stands at the forefront for many years in a
row. In recent years, the Company has witnessed rapid development of its innovative businesses such
as product agency and market expansion, charstatecomprehensive health industry, thpdrty
pharmaceutical logistics featured by cold chain, and pharmaceutioatmerce. It has built a sound
service system and professional ability of cold chain logistics distribution, which takes the lead in
China.
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v. High-end international aesthetic medicine product pipelines covering main minimally
invasive and nonrinvasive nonsurgeries

The Companyos strategic plan in aesthetic m
Britain-based company. As 18ilair acquired High Tech and Viora that are specialized in energy
based aesthetic devices in 2021 and 2022, respectively, the Company achieved the full coverage of
nonsurgical aesthetic medicine injection products and energy based devices in mediugh-&mnd h
market. It owns the global rights in a number of patented products in the fields of facial filler, body
shaping, thread lift, energy based device, etc., and has an international operation and BD team of
aesthetic medicine. Focusing on the globghtend aesthetic medicine market, the Company has
formed an international aesthetic medicine business network covering R&D, manufacturing and
marketing, and built a global aesthetic medicine marketing network by further integrating R&D
resources and capdébes, and relying on four global R&D centers, including Sinclair (UK), High
Tech (Spain), R2 (USA) and Kylane (Switzerland), as well as Sinclair's five global production bases
in the Netherlands, France, the United States, Switzerland and Bulgarig &teemt , t he Cor
products were sold in more than 80 countries and regions around the world. The Company owns 35
high-end minimally invasive and neinvasive products of aesthetic medicine, among which 21 are
on the market inside and outside China, dfdire international innovative products under research.
The product portfolio covers mainstream rgmgical aesthetic medicine sectors such as facial fillers,
thread lift, skin management, body shaping, hair removal, and cosmetic gynecology, forming an
integrated product cluster with the number and scope of products at the forefront of the industry.

vi. Rooted in the strong R&D and industry base and systematically explored the new blue
sea of industrial microbiology

The Company has been engaged in thle ©f industrial microorganisms for more than 40 years
with a profound industrial foundation. It has successfully developed and manufactured a variety of
microbial drugs and built a system of key technology of microbial products R&D and production.
The sale and technology of existing microorganism fermented products are at the forefront of the
industry. It established two microorganism R&D base: Zhongmei Huadong and Huida Biotech, five
industrial bases including Hangzhou Xiangfu Qiao, Qiantang New Argand) Bio, Meiqi Health
and Huachang HTech, the largest ferment singleton workshop in Zhejiang province as well as the
leading microbial drugs production capability. Its R&D capability covering the whole stage of
microbial engineering, such as bactergmstruction, metabolic control, separation and purification,
enzyme catalysis and synthesis and modification. It has formed a complete manufacturing system
covering microbiology R&D, pilot test, commercial production, engineering and utility system

guaramee. At present, the Company has a total of 45 R&D projects of industrial microbiology,
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including 7 special functional chemicals projects, 23 APl and-&igh medicine intermediate
projects, 12 mega health and aesthetic medicine ingredients projectsbamta?erials projects.
Among them, 5 out of special functional chemicals projects are series projects divided in more than
50 subprojects, and 2 out of API and higimd medicine intermediate projects are series projects
divided in more than 10 sytrojecs. The total number of all projects exceeded 100. The Company
established an industrial microbiology department that has organized structure and operates
independently. The department is equipped with adiests industrial microbiology technical team
including 363 researchers, among which 15 hold Ph.D. degrees, and 21% of the researchers have
masterd6s degrees or doctordos degrees. Up to n
review.

vii. Prudent and pragmatic business style and stablghareholder returns

The Company pays attention to management innovation and strives to meet the demand arising
from market competition by improving management quality. Hjghlity products, excellent
commercialization ability, compliance and efficient rketing services, differentiating market
positioning, innovative R&D | ayout, out standi
long-term stable development. Over the 21 years since it was listed, the Company distributes
dividends for 18 times wh a total amount of RMB4,577 million, far exceeding the RMB250 million

raised in IPO, and was able to bring sustained and stable investment returns to shareholders.

IV. Analysis on main businesses
1. General information

The year 2021 was a year fraughth challenges from volatile global economic situation, and
the resurging COVIBEL9 pandemic. The reform of national medical insurance went deeper, the VBP
program became the mainstream, and market competition was intensified. The year 2021 also
presentednany opportunities. The 14th Fixeear plan was kicked off, bring the development of
phar maceuti cal i ndustry 1into a ne¥YwaphakleanoFo
accomplished in 2021, and its innovative transformation and reform came teial time. The
impact caused by policy changes in domestic medical industry and market competition was ongoing,
and the Companyds operation was also faced b
reporting period, confronted by complex intermald external environment, the Company fully
implemented the principle of annual work meeting and struggled forward by innovation. It was

committed to promoting the strategic decision of innovatidmen transformation, took solid steps
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to implement all opration and management measures, and constantly deepened the reform of
organizational structure. Besides, it continued to strengthened cooperation on overseas projects,
accelerated the international industrial layout, proactively explored new busineaBooperodel,

and expanded to new market sectors. Thanks to the joint efforts of all employees, the Company
overcame multiple difficulties and challenges and achieved steady progresses in the overall operation.
The business objectives of the year were agtisimed, and new breakthroughs were made in all key
work.

I n 2021, the CompanyO0s oper at i ngomyeamMneraasee r e
of 2.61%. Net profit attributable to the shareholders of the Company stood at RMB2,302 million,
down by 1838% year on year, and net profit attributable to shareholders of the Company after
deducting nofrecurring profits and losses stood at RMB2,189 million, down by 9.91% year on year.

If calculated according to the same statistic scope (excluding Huadormgpd\ia controlled
subsidiary entered liquidation), the operating revenue of the Company in 2021 increased by 3.10%
year on year, and net profit attributable to shareholders of the Company after deductiecunong

profits and losses decreased by 7.64%r on year. During the reporting period, net cash flows from
operating activities registered RMB3.17 billion, matching with operating revenue and net profit level.
CFOI/NI stood at 1.36, an increase from 1.17 in the previous reporting period.

In the fourh quarter of 2021, its operating revenue registered RMB8,636 million, up by 5.54%
year on year, and the net profit attributable to shareholders of the Company after dedueting non
recurring profits and losses registered RMB427 million, up by 7.04% ye&aoiiquarteon-quarter
indicator in the year has been positive growth).

As at the end of 2021, the Companyébs total e
attributable to shareholders of the Company stood at RMB16,579 million. The ranbiliti¢s to
assets was 37.25% and return on equity (ROE) was 14.75%.

i. Pharmaceutical industry

During the reporting period, since some products lost bid in VBP program or slashed prices in
negation, Zhongmei Huadong, rmhaceutic@landusty,megcaided c o r
operating revenue of RMB10,109 million, a yearyear decrease of 8.43%, and the net profit of
RMB2,092 million, a yeapnyear decrease of 10.32%. Its ROE stood at 28.63%, remaining above
25% for 15 consecutive years.

Athough t he Companydés annual operating indi
temporary decline, the overall operation maintained good momentum despite challenges and shocks.
While the sales of main products kept growing, the Company improved the t&ymutovative

product pipeline through independent R&D and introduction, and took a strategic way to plan and
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integrate industrial mi crobiology sector, dr
pharmaceutical manufacturing sector. It seized thekebhawpportunity, made efforts to provide
overseas CDMO services, and actively expanded retail and online market, showing strong resilience
and potential of its pharmaceutical manufacturing business.

1. Building a new pattern of organizational structure tof u e | the Companyo:
development

In 2021, the Company set up Mega Health Business Department, Strategic Marketing
Department, Operation Management Department, Industrial Microbiology Business Department and
Medical Device Business Department, dangly improving the structural layout. It further adjusted
the structure of production system to achieve integrated management, made the allocation of
production resources more smoothly, and steadily enhanced the average labor efficiency per capita.
Furthermore, it continued to deepen the reform of the organizational structure of R&D system and
restructured CMC Center, further improved the Company's generic drug R&D capacity and CMC
strength. Through talent review and introduction, innovative drug R&DeCgnadually established
a professional team versed in the whole process of innovative drug R&D to promote the development
of the Companydés innovation cause on all front
drug R&D center, CMC R&D centemnd scientific research project management center at the core,
further improving the efficiency of R&D project.

2. Building R&D ecosystem with Huadong Medicine characteristics to boost the
internationalization of innovation-driven development

During thes i xt h -YfeTalhrr eRl an o, the Company intensif
platform and integrate resources, and invested in, controlled and incubated many biotechnology
companies with cuttingdge technologies, including Chongging f8g, a company owng
polypeptide technology platform, Qyuns Therapeutics, a company focusing on the antibody
technology platform against immune diseases, Nuoling Bio, who owns ADC conjugate techniques,
Doer Biologics, who owns mufantibody technology platform, and Ashtret, an American
company specialized in HD technology platform. Gradually, it established an open and-basette
R&D ecosystem with Zhongmei Huadong as the core actor and main focus on endocrinology,
oncology and autoimmunity. In doing so, it built a B&nd operation model emphasizing sharing
and winwin results, significantly enhancing its capabilities in technical platform, product pipelines,
R&D team and other aspects and facilitating the implementation of its innowhiveam
transformation stratggy

The Company vigorously expanded the scope and coverage of the products, introduced a number

of innovative biologic drugs, and kept in line with advanced technologies and productivity at home
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and abroad. By cooperating with leading companies, such a&srfdian Bio (US), AKSO (US),
Kiniksa (US), SCOHIA (Japan), Takeda (Japan), Heidelberg Pharmalt (Germany), and Shenogen
Pharma Group (China), it acquired the relevant rights of products. It authorized Daewon the exclusive
rights to develop, produce and coemtialize TTP273, a product in phase Il of clinical test. This
move mar ked t he C-ounpfangoing prodiict, and was also @ enifestame in the
Companyds integration into gl obal phar maceuti
upbo | d t he fAscibasedtpatietmtent esedbdbciphil osophy, and
development of innovative drug industry.

3. Exploring the new blue ocean of industrial microbiology to take a forwardooking
layout of new business sector

In 2021, the Company formulated the strategic plan of industrial microbial sector based on a key
technol ogy system of microbi al product R&D an
endeavors, as well as a strong technology foundation and leadirggrial edges in this field. As the
l eadi ng R&D Company in domestic i ndustri al
controlled subsidiary, focuses on the development of microbial products with high technical barriers
and high added value. Based synthetic biology and mulscale microbial metabolic regulation
technology, it built system platforms of microorganism construction, metabolite expression and
purification and modification, and developed fickhss R&D pipelines coveringayloadsof ADCs,
modified nucleosides for mRNA drugs, pharmaceuticals of marine biological origin, health and
personal care and other fields. At the same time, it realized the commercialized development of
payloadsand modified nucleosides, becoming one of the mairufaaturers of modified nucleosides
for mRNA drugs in the world. It is also the core technology base and R&D innovation platform
facilitating the Companyds industri al mi cr obi
Huida Biotech has shown the mentum of rapid growth. It has established business relations with
a number of welknown domestic and foreign pharmaceutical enterprises, and over 90% of its
businesses are operated in overseas market. It has scored results in both technological iandvation
business expansion, laying a solid foundation for the sustainable development of its business.

In November 2021, Zhongmei Huadong, together with Huida Biotech and Hubei Angel Biology
Group Co. , Ltd (AAngel Bi o 0 pstaplishiafointlventureHulee st e d
Meiqi Health Technology Co., Ltd. which is under construction in 2022 and is expected to be put into
operation i n 2023. Serving as t he Companyo6s
microbiology other than theharmaceutical field, Meiqi Health integrated the R&D, production and
sales of comprehensive health products. This move represents a milestone of the company's horizontal

layout in the field of industrial microbiology.
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In December 2021, Zhongmei Huadong &aho Asset Management Co., Ltd, the manager of
Anhui Huachang HiTech Pharmaceutical Co., Ltd. signed tAgreement on Restructuring
Investmentwith conditions, agreed that Zhongmei Huadong will acquire 100% of Huachang Hi
Techos equity @&dtracmining. bluach&ng uHethc will become another
industrialization platform of the Company in the field of industrial microbiology, which focuses on
the industrialization of nucleoside pharmaceuticals, sgmihetic antiparasitic drug of microbial
origin and other drugs.

On the basis of international development, the Company will closely follow the trend of global
industrial microbiology and new synthetic biology technology, and strive to become the industry
leader in the field of industrial microbiolygg by cr eati ng an-scdieiamdlustr
international 0 industri al mi crobiology indust

Il n 2021, the Companyds tot al revenue of I n
increased by 69.2% year on year. It established thethmludicrobiology Business Department that
has complete organizational structure and operates independently. The department was equipped with
a firstclass industrial microbiology technical team including 363 researchers, and 21% of them have
master@esdoeg doctordos degrees, among which 1
authorized patents and 59 patents are under review.

4. Innovating production and operation model and promoting international registration
progress

During the reporting perth the Company continued to innovate operation model, promoted an
agile production and operation system, and built an open production and manufacturing system. All
employees of the Company followed the principle of refined production ancostlimanagenm in
their daily work. It coordinated and integrated various resources including production, procurement,
energy, warehousing, engineering and human resource, and focused on and explored technical
innovation, so as to effectively reduce the production and enhance production efficiency and
economic benefits.

It foll owed the guideline of WAcompliance, [
system, vigorously strengthened the management of quality compliance and GMP implementation in
line with international quality management standard, and promoted international registration progress.
In 2021, a total of 6 generic drugs passed consistency evaluation, and 4 varieties of preparations of
chemical generic drugs obtained approval letters. Pantopraadlam for injection (40mg) and
daptomycin for injection (500mg) were approved by FDA and obtained the certification for the
American market.

5. Strengthening the development of primarylevel, outsidehospital and OTC market, and

27



The2l2@nRalpor tdmrfg HMeadi ci ne Co

constantly improving marketing capability

During the reporting period, Hangzhou Zhongmei Huadong Pharmaceutical Co., Ltd. actively
responded to the operation and market pressure brought by the reform of the domestic medical
industry, closely followed the policy guidance of the¢ior@al and provincial health commission to
implement various work, and timely adjusted market strategy and marketing team structure. It
stabilized the team performance, put intensified efforts in marketing, and vigorously expanded the
market. Committedt6¢ he str ategic policy of -léve marketragd e q u
bi gger citieso, It continued to extend i1its ma
development of primarievel, outsidehospital and OTC retail market, focdseore on the building
of outsidehospital team and the coverage of drug stores, intensified patients education and products
clinical pharmaceutical care. During the reporting period, the sales of Corbrin products kept growing,
sales of Acarbose remainethlsle, the sales income of Kashuangping (Pioglitazone Hydrochloride
and Metformin Hydrochloride) and cardiovascular drugs grew rapidly, and immune products
continued to take the lead of the targeted market.

In 2021, positive results were achieved in cdizied procurement and medical insurance assess.
Pantoprazole Sodium for Injectionand Decitabine for Injection (Xiangke) won the bids in the fourth
and fifth national VBP program, respectively. Corbrin Tablets won the bid of Chinese patent medicine
VBP progam organized by intgprovincial alliance of 19 provinces with Hubei province taking the
lead. The bidding prices meet expectations, and it is expected that a sales increase will ensue.
Metformin Hydrochloride and Empagliflozin Tablets (1), a drug fobdigs approved to market in
June 2021, was listed in tl@@atalog of Medicines Covered by National Basic Medical Insurance
(2021)in the negotiation of medical insurance payment standard, for the first time. As a compound
drug, itis also a key productihte Companyods differentiating | ay

6 . Making steady progress in key construct
business network

During the reporting period, the phase Il production base of Jiangdong Company,yates 4
of construction, went in to operation after Corbrin Capsule and Corbrin Tablets was granted
production certification license, fulfilling its strategic goal of product transfer. The domestic and
international registrations of other APIs are also eeding with plan. Jiangdong Company owns the
domestic firstc | ass drug production equi pment, and I ¢
production base of ingredients and preparations.

During the reporting period, dehce IndustrialsPerk uct i
based in Gongshu District, Hangzhou, Zhejiang province was carried out as planned. The main

earthwork construction was completed, and the main building structure is predicted to be roofed in
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December, 2022. The industrial park inasdharmaceutical industry incubation district, aesthetic
medicine business district, health center and other supporting commercial projects, and will become
a futureoriented higktech life science industrial park that ensures energy conservation arstbamis
reduction, facilitates innovative development, integrates the industry into the city, and keeps in line
with international standards

7. Taking solid steps to promote internal management and consolidating the foundation of
innovation-driven developmert

In 2021, the Company launched high potentials training project, management trainee project,
R&D personal review project, R&D core PM special training project, sailing plan project and other
training projects, gradually improving tiered employee traiygtem based on different fields. To
be specific, it established special training systems for employees in different tiers, urged that targeted
employee development projects should be created in marketing, production, R&D, technology and
other fields, andadjusted training method according to business changes, making training system
more forwardlooking and flexible. At the same time, it established and improved a collectivize
management model, in which the parent company sets standards, defines orianththmtures
core employees, and all subsidiaries control the cost, refine project and focus on efficiency.

It continued to strengthened EHS risk control and emergency management, organized EHS
comprehensive examination on a regular basis and carriezspeadial emergency drills in various
ways to i mprove emergency response capacity. \
established the dual system of tiered risk control and potential risk investigation, ensuring that risks
are controllake. At the same time, it introduced Automated External Defibrillator (AED) to enhance
the Companydés capability in handling emergenc:
and improved training coverage and efficiency through online phatfdhe investment in safety
(facilities, equipment and fire emergency) in the whole year totaled RMB&@énillion, increased
by 5.8% year on year, and the investment in occupational health totaled RMB12.804 million,
increased by 15.5% year on year.

ii. Pharmaceutical commerce

In 2021, the Company actively innovated business and service model of pharmaceutical
commerce, recorded sales income of RMB23,115 million, increased by 5.94% year on year. In the
face of multiple influences of intensiveVBP Prograotdl medical alliance centralized procurement
at a lowered price, the implementation of DRGs, and high market demand driven by the stubborn
COVID-19 pandemic, the Company strived to change itself in four aspects, consolidated traditional
businesses, stalzikd its cooperation with hospitals, made the plan of outsidpital market, and

expanded «eommerce. Rooted deeply in Zhejiang market to develop its traditional businesses, it
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pl aced equal emphasi s on i ntr odu csfadtign, increasedpr o d
market share by improving production companies in upstream and providing better services for end
users in downstream. By focusing on innovative business including agecayneerce and high

end third party logistics, it cultivated ngwofit growth points, built brand reputation in cold chain,

and reshaping its core business competitiveness. As a result, its performance in all sectors returned to
preCOVID level, and maintained the position in the industry as the best pharmaceutica ser
provider in Zhejiang province and the forefront ranking in domestic market.

1. Building a provincial market expansion network and cultivating new profit model

The Company transformed its operation philosophy from pursuing sales volume to pursuing
opeaation efficiency, and adhered to improving its value through profitability. Leveraging on the
advantage of Apl atform + product + I nterneto
commerce, built market development network in Zhejiang provincerefmed traditional business
through various channels such as public institutions, private institutions and retail. Centering on
innovative drug introduction, it constantly enriched product lines. It also adjusted procurement
strategy in time, optimizegroduct structure, and increased the share of products with high net profit.

It integrated procurement and sales, strengthened the expansion of key products, introduced new
products through coordination and cooperation, and optimizedospital product sticture
dynamically. Through professional project management, it provided customers with the whole
process supply chain services and market access solutions. In addition, it continued to strengthen the
strategic cooperation and special cooperation withumber of international pharmaceutical
companies such as Pfizer, AstraZeneca, Roche, Eli Lilly, Sanofi, Novartis and MSD, to extent the
layout of their chronic disease drugs in the prirdarel of Zhejiang province. In addition, it also
enhanced the conttcooperation regarding new launched drugs with domestic emerging innovative
drug companies. It cooperated with customers to improve hospital access rate, and put into place
cooperation projects at a rapid pace, winning the general recognition of cust@werthe year, the
number of cooperation projects with new added suppliers exceeded 40, and the number of new
contract products exceeded 200, generating sales income of RMB1.8 billion.

The Company created a new retailing model by reaching into outssiédl market. Its self
management retail focuses on opening drug stores in and near hospitals as well as DTP pharmacies,
upgrading community pharmacies, and improving the function of introducing more varieties and
providing safe prescription drugs. Based the channels and network of traditional business, it
increased productivity to expanded market coverage and share, so as to maintain high growth rate.
Relaying on the network of subsidiaries within Zhejiang, it expanded the sales of medical devices,

ginseng and antler, and other high margin products across the province. It promoted centralized and

30



The2l2@nRalpor tdmrfg HMeadi ci ne Co

unified management, optimized organizational structure, and improved operation efficiency. In
addition, it strengthened the establishment of tiered talemsteamphasized on both internal talent
training and talent introduction of innovative sectors, cultivated versatile talents through high
potentials planning, job dispatching and field training, and accelerated job rotation of young officials
and experienak officials. By applying differentiating quantitative assessment in a comprehensive
manner, it optimized informatiebased management methods, and put human resources into good
use, so as to raise the average labor efficiency per capita.

2. Promoting busness innovation and building a technical service platform of
pharmaceutical commerce

Focusing on specialty diseases drugs and special medical devices, the Company started its
business innovation with regional agent and expanded to national agent, built an academic promotion
team and increased the profitability of agent products. It wasnitbed to innovatiordriven
transformation, developed rehabilitation and nursing services as the main task, established academic
platforms specialized in rehabilitation, repairing and nursing by cooperating with colleges and
medical associations, so as haild academic sciended mega health industry with Huadong
Medicine characteristics. The Company explored creative products based on the homology of
medicine and food to increase the added value of products. Aiming at serving customers, it improved
information technology capability and developedoenmerce business. Targeting on B2B and B2C
customers, the Company revised and upgraded il
AHuadong Pharmacyo fl agship st olatrmdondkvelopimgr ov e
market outside hospitals. The website was thus elected in the List of-Keyninerce Platforms in
Zhejiang Province of 2022 0 2 2 . It strengthened Al nternet pl
with offline medical institutions t@rovide online services and undertook prescription drugs online
sales business. It integrated pharmaceutical industry and pharmaceutical commerce to build Internet
hospital, to put more efforts in products R&D and update, connected with more Internttifosp
prescription outflow routes, and undertook prescriptions dispensing that were paid by online medical
insurance. It built an independent B2B platformmulti-tiered digital pharmaceutical wholesale
platform covering the whole channels, which wasrafed and managed based on big data. It paid
attention to the key process of operation and management, constantly optimized the system and
improved operation performance, thereby realizing the connection of the whole channels of
pharmaceutical wholesal@iginess and digital customer management.

3. Building an advanced and efficient supply chain distribution system and forming a
logistics network covering the whole Zhejiang province

During the reporting period, the Jinhua pharmaceutical logistics cantessted by the
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Company with a total amount of nearly RMB200 million, was put into operation. This professional
and modern logistics center initiated more than two years ago and covering an area of more than
60,000 square meters, has an annual througbfpoore than 10 million pieces and is one of the
Companyo06s core |l ogistics bases of the centrald]
province. Jinhua | ogistics center undertakes
Quzhou, Lishui, Taizhou, Shaoxing and other areas, and its delivery scope covers as far as township
(districtl e v e | health centers and phar maci es, S0 8
pharmaceutical distribution, significantly improving #istribution support to surrounding areas. A
provinci al |l ogistics service system relaying
companies located in Hangzhou, Jinhua, and Wenzhou was thus established. In doing so, the
Company realized the futloverage of pharmaceutical logistics distribution throughout the province,
and played an important role in improving the capability of ensuring medical supplies guarantee
capacity of Zhejiang province.

As a national pilot institution of service standaadian, the Company strived to promote high
quality development of digital and intelligent pharmaceutical supply chain, expanded the scale of
third-party logistics service, improved the provincial logistics system featured by cold chain, and
increased the arket share of higlend cold chain, so as to consolidate the brand advantage of the
No.1 pharmaceutical cold chain in Zhejiang. Huadong Pharmaceutical Supply Chain Management
Co. , Lt d. (AHuadong -@voed gubsidiarg bf ahie ICoMpany, tseswm o | | y
professional drug distribution characterized by cold chain logistics aneehmjlvaccine delivery.
Through actively exploring the scientific and technological innovation of cold chain logistics, it won
the third prize of Science and Technologydress Award of Zhejiang Province, obtained 2 patents
for utility model and 2 software copyrights. In addition to daily delivery tasks of the Company, it also
recorded rapid growth in thirgarty logistics service business every year. It owns the quabficat
vaccine distribution and was the first in Zhejiang province to pass the special unannounced inspection
of vaccine by Zhejiang Medical Products Administration, thus becoming one of the vaccine hubs in
Zhejiang province. In 2021, it obtained the fegpress business license of pharmaceutical cold chain
company in Zhejiang province, gaining more incentives to Internet distribution business to individual
customers. It became the exclusive COMI® vaccine distribution partner of Zhejiang Provincial
Certer for Disease Control and Prevention, and realized the integration of vaccine warehousing and
distribution across the province, effectively completing the annual €®idccine distribution task
in the province.

iii. Aesthetic medicine

Aesthetic medicine is a core strategic sect
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With global vision and forwartboking layout, it constantly strengthened international industry
expansion with Sinclair, a whoHgwned subsidiary of the Compabgsed in Britain, as the global
aesthetic medicine operating center, and promoted R&D and innovation through five R&D centers
across the world. It also improved product layout through diversified business model integrating
external cooperation and equitwestment. As a result, its commercial network has covered main
aesthetic medicine market in the world and the products were sold to more than 80 countries and
regions. At present, overseas employees accou
aesthetic medicine sector. It owns 35 hegid minimally invasive and neinvasive aesthetic
medicine products, among which 21 are on the market inside and outside the country, and 14 are
international innovative products under research. The producblmrtfovers mainstream nen
surgical aesthetic medicine sectors such as facial fillers, thread lift, skin management, body shaping,
hair removal, and cosmetic gynecology, forming an integrated product cluster with the number and
scope of products at the &ront of the industry. Several products with great potential are expected
to be sold in domestic and international markets since 2022, which will bring new growth engine for
the Companyds international aesthetic medicin
The year 2021 alsomarke t he Companyds breakthrough 1 n
of aesthetic medicine business, and in accelerating domestic registration and launch process of its
own aesthetic medicine products. During the reporting period, by acquiring 100% egditghof
Tech, a Spanish company specialized in energy based aesthetic devices, Sinclair extended the produc
pipeline to energy based aesthetic devices. In February 2022, Sinclair acquired 100% equity of Viora,
an international company focusing on energyeldasesthetic devices, forming effective synergy with
the Companyb6s existing pipeline of the produc
of energy based aesthetic device varieties, but will also create an independent business segment of
Sinclair EBD. High Tech will also relay on the channels and resources of Viora to expand the US

mar ket . Based on this acquisition, t he Compa
professional care for women through leading aesthetic medicinete¢ho gy, and cr eat i
Techoo.

During the reporting period, Sinclair also signed an agreement with KiOmed, a Belgian company,
to obtain the exclusive license of four ongoing innovative KiOmé&didkl-Chitosan products in
global skin aesthetic medi@mmarket (excluding the U.S.). By carrying out technology storage and
product layout with forwardiooking, it actively expanded its business into upstream field of new
biological materials, so as to gain the finsbver advantage, enhancing its competitess in novel
aesthetic medicine materials.

| n 2021, although the overseas pandemic S|
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international aesthetic medicine business, recovery growth was achieved in Europe, the America and
other major markets as the@yadually eased their control measures. Among them, Europe, Latin
America and Asigacific markets were performed better than expectation, showing a rapid growth,
and promoted the overall revenue to maintain fast growth. Sinclair (including the newisedcqu
Spanish company High Tech) recorded an annual operating revenue of about RMB665 million (or
GBP76. 07 million), increased by 108.51% year
79.24%, with EBITDA reached GBP6.66 million (on consolidatedshatie best performance in its
history (net profit loss in its statement were mainly caused byoperating factors such as
acquisition expenses, financial expenses and amortization of assets). The income of its core products
Ellansé& in the global markiewas increased by 99%. Two fillers newly launched in European market,
MaiLi® novel highend HA and Lanlunfapoly-L-lactic acid collagen stimulants, also contributed to

the rapid growth of overseas revenue. After acquisition, High Tech maintained fash gnow
cryolipolysis, laser and radio frequency products, and has the faith to achieve sustained growth and
overall profitability of the international aesthetic medicine business in 2022.

As the operation body of t he Ouwimgssa Biyclais d o
(Shanghai) Co., Ltd. completed the building of the whole group within a year since the establishment.
It now has nearly 200 employees, increased from only 10 at the very beginning. It also formulated
sales, market and brand strategiesl developed systems and institutions concerning supply chain,
quality, information, human resources, finance, legal affairs, etc., within a short period of time.
Adhering to the devel ospenreeknetr sattr aftiergsyt apefativéitp ustt
institutions in the Chinese market, and actively carried out and strengthens the training and
certification of doctors, striving to provide safer services with better quality for those seeking beauty.
As at the end of 2021, the number of conwdatooperative hospitals reached 280, and the number
of doctors received training and certification exceeded 500. In 2021, the operating revenue recorded
RMB185 million, and it achieved profits in the first year of operation, overfulfilled annual operating
targets, laying a solid foundation for the goal of rapid development in 2022.

The domestic aesthetic medicine industry was constantly reformed and innovated, with rapid
product upgrade and intensified customers division. In this context, Eljate first imported
regenerative aesthetic medicine products in China that obtained type Ill medical equipment
certification by NMPA, drew great attention from domestic aesthetic medicine industry since it went
on the Chinese market in August 2021. Relaying orath@ntages including instant filling, long
term maintenance and natural metabolism, it meets the higher demand of customers of pursuing
beauty, and is well recognized by experts and welcomed by professional physicians and the beauty

seekers. It has beconttee first choice of many weknown domestic aesthetics institutions, set up
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the new standard of domestic industry, and touted as the leader in regenerative aesthetic medicine
products for injection. With the increase of market coverage and the impravefirbesind promotion,

the market penetration rate of Ellafisé expected to be further enhanced, which will drive the
constantly growth of the Companyds aesthetic

During the reporting period, the Company continued to promote the tlinicek and
registration of core aesthetic medicine products at home and abroad. The cooling treatment beauty
device Glacial Spa (FO, the lifebeauty version of a frozen frecklemoving medical device)
introduced from an American company R2, has obtalicedse to launch it to Korean and Taiwan
(China) markets. Born in Silicon Valley, Glacial Sg&0) was invented by a technical team led by
Rox Anderson, M.D., the founder of modern laser medicine, and director of Wellman Center for
Photomedicine at Masslusetts General Hospital (an affiliated teaching hospital of Harvard Medical
School located in Boston). It is the latest treatment of brightening skin of R2, and also a "rising star"
of cryo-technology skin care. Cooltech Define, a cryoadipolysis dewioe,Perfectiy a biphase
HA filler containing lidocaine, have obtained CE certification of EU. Cooltech Define and Primelase,

a laser hair removal device, have obtained TGA certification of Australia, and are about to initiate
sample inspection for thegistration in China. Laser hair removal device Elysion has obtained TGA
certification of Australia. Thread lift product Silhouette Inst&lifassed the record of Human Genetic
Resources Administration of China in Ministry of Science and Technology ca@hirebruary 2021,

and is currently undergoing the subject enroliment of clinical trial. Maili Extreme, aehigiHA
product, received registration inspection report in December 2021. Glacial Rx (F1), a frozen freckle
removing device, was classified asetType Il medical device by Zhejiang Medical Products
Administration in July 2021 and is currently undergoing the registration preparation in China. In the
other part of the Asiacific region, Glacial Rx (F1) has obtained market license of Korea and
Singapore and has submitted the market application of Indonesia and Malaysia. In addition, the
Company is actively selecting suitable products to accelerate its application for the franchise in
Hainan Boao Lecheng Pilot Zone of International Medical Tourism.

As the country place stricter supervision on the aesthetic medicine industry, the Company will
continue to uphold t he o p eseekers fioshandosarving thenowthh y o
professional and rigor ous utienstopranbting the sténdaodizexig y 0
and health development of the market. Benefiting from the standardized development of the industry,
Sinclair (Shanghai) will continue to lead the development of domestic regenerative aesthetic medicine
product amid th@ew regulatory and marketing environment, and will have more space to release its

potentials.
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The Companyds aesthetic medicine

iv. Major BD projects of the Company
1. Innovative drugs

(1) In February 2021, Zhgnme i Huadong,
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exclusive clinical development and commercialization agreement with an American company
Provention Bio, Inc., and obtained the rights of exclusive clinical development and commercialization
in the Greater China of two clinical indications (treat SLE and prevent or reduce the immunogenicity
of gene therapy) of bispecific antibody PR¥79, a product under research of Provention Bio.

(2) I'n April 2021, Zhong mewnedsubsidiagy,ragd,Fuguamge Co
Hongxin jointly invested RMB35 million to hold the equity in Nuoling Bio, a company focusing on
high moleculedrug conjugates R&D platform, allowing the former to enjoy the priority of the right
of assignee of Nwdudtsbefae 2BA6 astagreed.n goi n g

(3) In April 2021, Zhongmewnedbsubaidianynagquired 7% Co
of the shares of Doer Biologics in RMB487.50 million, to become its controlling shareholder. Doer
Biologics is a Chinese company foaugion the R&D platform of innovative biologic drugs and owns
independent intellectual property rights.

(4) I n June 2021, Z h o n g me i-ownéd sulbsidiary introduted Co
SCO094, a product in Phase I clinical trial of SCOHIA PHARMA, |rec.Japanese company. The
product is a global innovative dual agonist targeting at-GRRand GIPR, for treating diseases such
as type 2 diabetes, obesity and NASH.

(5) I'n September 2021, Zh on goweedsubsdiary] grantgd t h
the exclusive rights of development, production and commercialization in South Korea of TTP273,
an oral, small molecule, GLP receptor agonist (for the treatment of type 2 diabetes) that is
innovative in the world, to Daewon Pharmaceutical Co., Ltd., a SGu#an company, marking the
first licenseout of innovative products of the Company.

(6) In October 2021, the Company entered into a strategic cooperation with Takeda
Phar maceuticals Company Ltd. (ATakedaNesindon t h
(Alogliptin Benzoate Tablets), a DBD#®inhibitor that has went into the Chinese market. This move
further enr i ch e-dabdtes prod@oporgotionandfermea a symergistic effect with
the Companyds exi stlidn g ckoenys oplrioddautcitnsg iann d heen hf a e
competitiveness and industry leading position in domestiedgaibetes drugs. The alliance between
the two big companies also demonstrated the i
capabilty in the field.

(7) In October 2021, Zhongmei Huadong and Huadong Medicine Investment Holding (Hong
Kong) Limited, t hownedCsubmigiariesy énteredwritoo dn lequity investment
agreement and an exclusive product license agreement with AghVattrapeutic, Inc. an American
company, obtaining the exclusive license of eight products under research in 20 Asian countries and

regions, including China, Singapore and Malaysia. One of the produtOOB undergoing phase
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Il clinical trial in America for the treatment of hyperinflammation in hospitalized adults with severe
COVID-19.

2. Aesthetic medicine

(1) I n February 2021, -BSwnedcsubaidiary,in Btitdne acqlicechp a n

100% equity of High Technology Products, S.L.U., a Sgfarénergy based aesthetic devices
company, with equity consideration of EUR65 million and milestone payment that does not exceed
EUR20 million, expanding the Companyo0s aest he
aesthetic devicesand openinganee r a of fAmi ni malinlvya sii wweas iawees t ehred

(2) In September 2021, Sinclair cooperated with KiOmed Pharma SA, a Belgian company, to
obtain the exclusive license of four innovative KiOme8ir@M-Chitosan aesthetic medicine
products uder development and all chitoseslated aesthetic medicine products developed
subsequently, in global skin aesthetic medicine market (excluding the U.S.), including the rights of
using Ki Omedds intell ectual pr oper tiglizatibng r d e
representing another important global strategic layout of the Company iaunginal aesthetic
medicine.

3. Industrial Microbiology

(1) I n November 2021, Zhongrenn ehllu asdudonsg ,d italrey
controlled subsidiaryHuida Biotech, signed a joint venture agreement with Hubei Angel Biology
Group Co., Ltd. to jointly establish Hubei Meigi Health Technology Co., Ltd., promoting the R&D,
production and sales of health and nutritional ingredients and personal care flinugicataents.

(2) I n December 2021, Zhon gmwenedstbsidiadypacquited t h e
100% equity of Huachang Hiech after it claimed bankruptcy and restructuring, and invested
RMB108 million as capital increase to repay and clear theresgs for bankruptcy proceedings, the
debts incurred for the common good of creditors and claims in bankruptcyReqaaistructing Plan
of Huachang HiTech. Huachang HTIech will become another industrialization platform of the
Company in the field of iustrial microbiology, which focuses on the industrialization of nucleoside

pharmaceuticals, sersinthetic antiparasitic drug of microbial origin and other drugs.

For detailed BD transaction of the Company in the first quarter of 2022, please reéeFisth

Quarterly Report 2022 of Huadong Medicine Co., Ltd. which was released on the same day as this

report.
v. Awards
During the reporting period, as the Compan)

operation and governance, and value creatlility were recognized by the market, it won a number
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of awards and honors:

Ranked 314th ifrortune Chinalop 500 Companieshe tenth consecutive year for being listed.

Listed in Top 100 of Chinese Pharmaceutical Companies in 2020 of Mevahtainiry its
ranking as Top 10.

Top 500 Chinese Private Enterprises in 2@2tiTop 100 Chinese Pharmaceutical Businesses
in 202Q All-China Federation of Industry and Commerce

Top 100 Chinese Large Enterprises for Innovation in 2&28dTop 500 Chinese Enterges in
Service Industry in 202hina Enterprise Confederation

Top 10 Chinese Biomedical Enterprises of Business DevelopRiermcube

Evergreen Awardo of Annual Phdiemaacmut i cal

/'Gol denWi s o0 Awa rPerfomnaincedruGhiaeiseaPhatmanegtical and Biological
Industry SegmentgRJ. Com

In terms of investor relations management:

The Best Board of DirectorsheBest Investor Relations, and the Best Secretary of the Board
the 12th Tianma AwarthvestorRelations of Chinese Companies Listed on the Main Board

Investor Relations Management Award of the Year 2020 and Secretary of the Board Award of
the Year 2020Jinniu Award

The Most Valuable Company in Investor Relatjoine Most Favored Listed Company by
Insurance Funds and Annual Elite Secretary of the Board TORR§lun Award

In terms of ESG management:

Top 100 A Share Companies in ES8curities Times

Outstanding Social Responsibility Awaf@uanjing Net

2. Income and cost

(1) Composition of operaing revenue

Uni t : RMB vyua
2021 2020 Ye.a)nryear
Proport Proport percent
Amount ) Amount ) .
operatin operatin I NCrease
Tot al ope
34,563, 3 10 33,683,0 100 2.6
revenue
By sector
Busi ness 24,203, 7 70.( 23,010, 8 66 . 1 5.1
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Manufactul 10,519, 1 30. ¢ 11,398, 3 32. 7.7
Aest hetic 448,771

o 1,002, 0] 2.9 1.3 123.
medi blothe] [ Nt2
I n cil nugd:
I nternati 665, 51( 1.9 319, 161 0.9 108.

aesthetic

Domestic

o 366, 56 1.0 129, 60¢ 0.3 182.
medi cine
Of f setse(it

971,513 -1, 045, 3

of fset)
By product
By egi on
Domestic 33,883, 4 98.( 33,321, 9 98. 1.6
Overseas 679, 82¢ 1.9 361, 0914 1.0 88.

By sales model

[NotFhe domestic aesthetic medicine-olpegianeds pirmdlucd ess otf h eSiinr
income from the aesthetic medicine products of the Company?o:
wei-gbpsoducts of the Company, and excluding the income from
Huadong Ningbo Company. The data scope in 2021 is the same a
[ Nt2efhe revenue of the Compa(iydsl adishnpetHuazdoregi Ni mgbbuGimpeparsy
mi |l lion.

(2) The operating revenue or profit accounts for more than 10% of the total by industry, product, region or
sales model

4 Applicable T N/A
Uni t : RMB yua
Yeamny e a Yeamy e a
Ye ®my e a
percen percen
Oper at _ ) percenj.
Operati|Gross plincreasg. i ncreas g
reveny ) increas¢€ .
in opet. in gros
in oper
revenly rat e
By sector
) 24,203, 122,451,
Busi nes§g 7.2 5.1 5.5 0.2
8 0
10,519,
Manuf act 62,233,3 78. ] 7.7 1.3 1.9
By product
By region
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33,883, 1{23, 721,
Domesti g . 8 29. 1.6 5.7 2.7

Overseag 679,82 235, 927 65. 88. 1 85. 0.5

By sales model

I f the statistical specifications of the Companybspmaydsbusi
main business data of theamostdregend ybarspboufidchei adguat e

I Applicable & N/A

(3) Whet her the Co mbkmaeajedisgreatarthanrthat fronrlabon services

(4) Performance of major sales contracts and major procurementantracts signed by the Company as at the
reporting period

I Applicable & N/A
(5) Composition of operating cost

I Applicable & N/A
Uni t: RMB yua

2021 2020 Yewn:yea
Secto I tem Propor Propor{ Percen
Amount / Amount 1.

oper at i operatill ncreasé

Busi nesgOperatin22, 451, 2 90. 121, 279, 8 90. 5.5

ManufactOperatin 2, 233, 3 8.9 2,203,0 9. 3 1.3
I nternat

aesthetilOperatin 234, 27 4 0.9 104, 35(¢( 0. 4 124.
medi ci ne€g

Oof fset ( )
Operatin 961, 54¢ 1,036, 7

sectoral

(6) Whether the scope of consolidation has changed during the reporting period

4 Yes I No
For details, please refer to AVIII. Change of consol

(7) Significant changes or adjustments to the Compal
period

I Applicable & N/A
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(8) Major customersand major suppliers

The Company6s major customer s
Total sales amount of t 6,621, 07
Proportion of the total
_ 19.1
customers in the total
Proportion odalred adrmau pt
five customersd sal es aj 0.0
amount
I nformation of the Companyédés top five customers
Proportion in th
No . Cust omer nameg Sal es amoun
amount
1 Customer al 2,864, 96 8.2
2 Customer a2 1,155, 70 3.3
3 Customer a3 965, 022 2.7
4 Customer a4 870, 068 2.5
5 Customer ab 765, 314 2.2
Tot a - - 6,621, 07 19.1
Ot her information of major customers
I Applicable & N/A
Informéatitbe Companyds major suppliers
Tot al purchase amount 0] 2,896, 60
Proportion of the total
. . 12.0
suppliers in the total
Proportion of r ednadtuendt pg
top five customersdé pur | 0.0
purchase amount
Information of the Companyds top five suppliers
) Proportion in the
No . Supplier nam Purchase amg
amount
1 Supplier bl 773,982 3.2
2 Supplier b2 757,701 3.1
3 Supplier b3 567, 845 2.3
4 Supplier b4 400, 190 1.6
5 Supplier bb 396, 884 1.6
Tot al - - 2,896, 60 12.0
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Ot her information of major suppliers

I Applicable & N/A

3. Expenses
Uni t : RMB yua
Ye oy e ar
2 012 200 percent Note on charn
increase
Sal es expe 5,424,055 5,970, 61 9. 1/No significant ¢

Admi ni str a . .
1,166, 94 998, 746 16. 8 No sigoahéngast
expenses

Mainly due to th

Financi al 22,075, 34,200, -35.4income and the d
|l oss
R&D expens 979,644 926, 725 5.7]|No significant c

4. R&D investment

dApplicable T N/A

(1) Overall situation of R&D

Adhering to the <corpobaded,t-chegemttféseomdedn tp hiilco
Company constantly increased the investment i
R&D pipeline, At prefRé&Dt t ealme oCompa®y kapl oye
have masterds degrees or doctordéds degrees. I n

the team. As at the release of the reporagh, t he

including nearly 40 innovative drugs and biosi
trial and 3 are in phase 1|1. During the repor
phar maceuti cal i ndustry oR&D,n idnicrleucdi nRy& DR MBaSh6i 3
4. 87% compared with that of 2020 (RMB918 mil |l

1) Committed to the new drug R&D model i nt
commi ssioned devalngpdsdcaiyrgaenrdt | wictemstehe | at est
and targets, as well as clinical appliceati on
i nnovative drugs and the introducti oni mift iiatne
seeral innovative drug projects with potenti a

2) Aimed at clinical val ue, phar macoeconomi
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