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Internal audit
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This system applies to Shanghai MicuRx Pharmaceutical Co.,Ltd and its member
companies (hereinafter "company"). Member companies refer to wholly owned
subsidiaries and direct or indirect absolute control companies.
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In order to improve the corporate governance, standardize the internal audit work
of the company and clarify the responsibility and authority of the internal audit
department, to strengthen the internal management of the company, to improve
operational efficiency and effectiveness, and to ensure the healthy development of
the company, according to the laws and criterions such as People's Republic of
China (PRC) Audit Act , Regulations of the Audit Office on Internal Audit and
Internal Audit Standards of China, IIA International Professional Practices
Framework and actual situation of the company to enact this charter.
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As mentioned in this charter, internal audit aims to strengthen the organization’s
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ability to create, protect, and sustain value by providing the board and management
with independent, risk-based, and objective assurance, advice, insight, and

foresight.
FHRBEAR T I N AR A I B e 2 BB e oE B . PR, S .
All functional departments shall accept internal audit supervision, evaluation, and

apply consultation according to this charter.

T F& P9 38 B vF TAE NGEAE LT JR )/ Internal audit shall follow the following
principles:

R IR P TR N L ZE TAERT A 82 WAE, TR S
WA, ETA R AAME R R FFE S HERR . TR0, AT EE, A
PEHI AR R B Y BRI, AR Bt s B R sk .

Principle of integrity. Internal auditors must demonstrate integrity in their work
and behavior, perform with honesty and professional courage, be truthful, accurate,
clear, open, and respectful in all professional relationships and communications,
and must not make false, misleading, or deceptive statements, nor conceal or omit
material facts.
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Principle of objectivity. Internal audit shall be carried out on the basis of objective
facts and standards, maintain an impartial, unbiased attitude, and avoid any conflict
of interest.
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Principle of competency. Internal audit shall have relevant professional knowledge,
skills and abilities, and continue to maintain and enhance professional competency
through continuing professional education. The company shall support and
guarantee the acquisition of professional qualifications of internal auditors and

related continuing professional education.
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Principle of due professional care. Internal auditors must exercise due professional
care by considering the nature, risks, complexity, and significance of the services,
maintain professional skepticism, and critically assess the reliability and
sufficiency of information.

PR VRIS o AR T N 53 B 24 TR AN ORGP AT IR SOl R TR R B A 6L
ARAE R T ANR G, REHAEAIO SR AT

Principle of confidentiality. Internal auditors shall be prudent in the use and
protection of information acquired in the course of their duties, must not use
information for personal gain, and shall not provide and disclose them to the

outside world without approval.
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Organizationally, internal audit function shall be set up separately to report directly
to Audit Committee of the Board of Directors, and oversee by the board;
Operationally, internal audit independently carries out audit supervision, evaluation
and consultation activities, and any company organizations and individuals shall
not interfere, and the scope of audit shall not be restricted. Where the internal audit
function and staff have or are expected to have roles and/or responsibilities that fall
outside of internal auditing, safeguards must be in place to limit impairments to

independence.
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The company establishes Internal Audit Department to unify the leadership and
management of the internal audit work, and be responsible for and reports to the
Audit Committee as an independent internal audit function. The internal audit head
shall report to the audit committee on a regular basis, including but not limited to:
quarterly activity reports, annual audit plan implementation reports, special reports
on significant risks and material issues, and reports on independence and resource

adequacy.
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Internal audit function is responsible to the Audit Committee. The Board of
Directors or the Audit committee is responsible for approving the company's audit
rules and regulations, the annual audit work plan, and annual budget.
Administratively, the Chairman directly oversees the internal audit function and
authorizes the General Manager’ s Office to assist in its management, evaluates
the internal audit work, and provides necessary guarantee for the independent and

objective development of internal audit work.
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The company establishes an Internal Audit Department head who is specifically
responsible for leading and managing the internal audit work. The head of the

internal audit function shall possess professional integrity, relevant work
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experience and professional competence, and must hold one or more of the
following qualifications: Certified Public Accountant (CPA), Certified Internal
Auditor (CIA). The individual shall also have corresponding experience in audit
management and be proficient in internal control, risk management, financial

compliance, sustainability audit and related professional fields.
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If an internal auditor has a direct interest in the audited department or the audited

matter in the audit work, he or she shall report to his or her supervisor and take

the initiative to evade it in accordance with the relevant provisions.
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Internal audit function shall formulate performance appraisal methods for internal
auditors in accordance with the requirements of the employee appraisal system,
and take the appraisal results as the basis for personal salary adjustment and

appointment.
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The internal audit head shall establish and maintain a quality assurance and
improvement program, conduct regular internal quality assessments, and carry out
independent external assessments at prescribed intervals to ensure that internal
audit activities comply with applicable standards, policies and regulations, and

continuously improve audit quality and professional competence.
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If necessary, internal audit function may employ external professional function or

internal professional and technical personnel to carry out internal audit work.
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The internal audit function shall actively adopt artificial intelligence to improve
efficiency and establish a security control mechanism; uploading confidential or
sensitive information to public Al platforms is strictly prohibited to ensure data

compliance, security, and traceability.
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The internal audit function shall establish a regular communication mechanism to
maintain ongoing, two-way communication with all key internal and external
stakeholders. It shall proactively communicate the purpose, responsibilities and
value of internal audit, fully understand the organization's strategy, business
concerns and risk demands, build a mutually trusting and collaborative working
relationship, and ensure that internal audit work receives full support and its value

is fully recognized by all parties.
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Internal audit function and auditors are the freedom from conditions that threaten
the ability of the internal audit activity to carry out internal audit responsibilities
in an unbiased manner. No organization or individual of the company may refuse,

obstruct or interfere in internal audit work or retaliate against auditors.
$$=% W IEAF/ RESPONSIBILITIES
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The main responsibilities of the internal audit include:
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Responsible for compiling annual audit plan, establishing and improving the

internal audit policy system;
PN EE I IT R A v BRIV, SR IR 55 S5 51

Responsible for carrying out audit supervision and assessment, supplying

consultation services for various departments.
DU AR 2 B BTl S M I T A R, R H ek

Responsible for evaluating the adequacy of design and effectiveness of operation

of internal controls and make improvement recommendations.
DDt A BT AT v ARG R, T A R o s

Responsible for communicating the audit result with auditee departments,

preparing the written report.
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Responsible for reporting to the Board of Directors on the progress of internal audit,
findings, major risks, suggestions for strengthening and improving management,

following up the action plan prepared by management etc.
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Responsible for organizing the audit team construction of audit function,
promoting the continuous strengthening of internal auditors' professional ethics and

the continuous improvement of their professional ability;
WML AEE PR, D B TAR, TR RCR

Responsible for coordinating with internal and external assurance providers to

reduce duplication and enhance overall assurance effectiveness;

T AR DT
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Other duties.
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In accordance with these Regulations and relevant provisions, the internal audit
function carry out risk-oriented around strategic and management themes. They
mainly carry out financial audit, operational audit, compliance audit, information
systems audit, sustainability audit, fraud investigations, economic responsibility

audit and other special audits.
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Internal audit function are responsible for the quality of audit reports.
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When performing internal audit duties, internal auditors have the following power:
A2 BRI 5 RIS BT A B P, dsk. BdlE. RAL.
B LA BERL

Unrestricted access to all personnel, premises, records, data, systems, assets, and

documentation relevant to audit matters.

AR AL . AR A R T T RS B e MR AR, A
AREAERAE . TESIT. iS55,
Have the right to inspect, spot check, inventory the physical assets and important

documents of the auditee department, check the relevant operating procedures,

workplaces, and activity site etc.
SORM AW TN G . BUSE ., e b E B, R St

Have the right to require relevant departments and personnel to provide timely,
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truthful, and complete information, explanations, and assistance.
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Have the right to report directly to the board, audit committee significant risks,

control deficiencies, fraud, and impairments to independence.
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It has the right to conduct investigations, interviews and inquiries with employees
of the audited departments on audit matters, and obtain relevant supporting

materials.
(ON)  HEHWT N B TN U AT TN G AR .
The Board of Directors grants other powers.
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Internal auditors, with the approval of the head of the internal audit function, may
conduct extended investigations on the units or individuals outside the company
that are related to the business of the audited department with the needs. The

audited department must provide help and support.
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Internal audit function have the right to participate in their own strategic planning,
business operations and management meetings, and to participate in the study and

discussion of relevant system provisions.
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Internal auditors have the right to stop the illegal acts, loss and waste, and
infringement on the economic interests of the company, after the approval of the
head; to stop the transfer, concealment, tampering with and destruction of
financial and business data by the audited department; and, if necessary, with the

approval of the head, seal up relevant information.
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Internal auditors have the right to make suggestions to the Board of Directors
when they find that they shall be punished, penalized or investigated for criminal

responsibility.

BT RA NEH T RAER RIS OU T, R E R SIE S, AT AG IEIE A R AT
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Under special circumstances, internal auditors may audit or inspect the relevant

departments without prior notice.

BHE FE IR IF) S X%/ RIGHTS and OBLIGATIONS
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The audited department shall actively support and cooperate with internal audit
function and auditors in carrying out audit work in accordance with this charter,
faithfully reflect relevant information, provide all kinds of data, information and
relevant certificates required for audit in a comprehensive, timely and complete

manner, and shall not refuse, delay, lie, forge or conceal them for any reason.
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The audited department and its responsible person are responsible for provide the

authenticity, compliance and integrity of the information.
BB A )\GE A BT R N E TR T SR A B T AR S
The audited department shall provide necessary working conditions for audit.
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The Audited department shall actively take effective action plans to rectify the
problems found in internal audit, implement the action plans, audit opinions or
suggestions, investigate the responsibility of relevant staff, and report the
rectification situation in time. The responsibility and risk arising from the failure

to rectify the problems found in the audit shall be undertook by the auditees.

BE5% BRI o L ILE T A, AT A SR VLR AT A
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If the audited Department has any objection to the audit report and its audit
conclusion, it may submit an application to the head of the relevant audit

function for coordination or to the chairman.
HBNE LR/ PROCEDURES
Bt AT PV OSIRRRE, KRR R L SR

The implementation procedures of the company's internal audit shall be carried

out in accordance with the professional norms of IPPF.

BT AT ARH SIS LA R E TR R TR
DU S, MRAE T T AR SE Bl 2 AT T A 2

Internal Audit Department of the Company is responsible for the overall

arrangement of the annual audit plan of the company. Adjustments can be made

11
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during implementation subject to the approval of the Chairman and filing with

the Audit Committee, based on actual audit needs.

B4 WS BURALSU G I i, RS AU T AL B
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Before organizing and implementing audit projects, internal audit function shall
form audit project teams, conduct pre-audit investigations, formulate audit plans,

clarify audit objectives, scope, methods, schedule, division of labor and program.
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When an audit project team carries out an audit, it shall generally serve a written
audit notice to the auditee 5 working days in advance; in case of special

circumstances, it may organize the audit directly with the audit notice.
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Internal auditors shall fully understand the relevant situation of the audited
departments, obtain authentic, reliable and complete relevant audit evidence,
prepare corresponding audit working papers through standardized audit programs,
and appropriate audit methods and communication skills in accordance with

relevant provisions.
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After the audit project team finishes the on-site audit work, it shall communicate
and exchange fully with the head of the audited department, initially solicit and
exchange opinions, and then distribute the draft audit report. Before formally

submitting audit reports to internal audit function, the auditees shall be consulted.
12
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After receiving the draft audit report for comments, the auditee department shall
give written feedback to the auditing function within 5 working days; if it fails to

give feedback within the time limit, it shall be deemed as having no objection.
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Upon receipt of the audit report submitted by the audit project team, the internal
audit function shall review the audit report, issue the formal audit report and

report it to the top management.
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Internal audit function shall timely deliver audit reports to the auditees,
continuously follow up the auditees to implement action plans, and carry out

regular follow-up audits.
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For the major risks discovered by internal auditing, internal auditing function

shall promptly put forward suggestions or suggestions to deal with.
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Internal audit function at all levels shall establish systematic and standardized
guidance, inspection and review system and audit quality evaluation system, and
implement effective quality control and inspection in the whole process. Its
quality inspection shall be included in the annual performance evaluation of

internal audit function and auditors.
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After the completion of the audit, the audit project team shall accordance to the
relevant rules and regulations of the internal audit archives, sort out and file all

kinds of data and storage media.

$B-LE HiFEE M/ AUDIT RESULTS
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Audit results refer to the audit reports, conclusions and recommendations formed
by internal auditors through the implementation of audit procedures, research and

analysis of problems, and summary of audit results.

BI+=4 HoE R — Y T LUT 55550/ The results are generally applied to the
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following items:
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Help improve development strategies and business plans;

B AL P T A28 TR DR 3L

Supervise and strengthen internal control and risk management;

WAL TS 1 SR AL A A A E R AT A 5

Punishment of acts that violate national laws, regulations and values of integrity;
B T LA, nom AT

Supervise the establishment of rules and regulations and strengthen internal

control;

PRERPRCT SZ L B 7 ORAR A

Promote income and expenditure savings, asset value preservation and
appreciation;

FRZAVEM 2 ENL G A TRIAT

Assessment and evaluation of business performance and contract execution;

14
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As an important basis for company management, assessment, appointment and

removal of managers;
O\ B UPOr s AT A LA R
Assessment and evaluation of the implementation of the strategy and its results;
L) RS A FSFEE IR S 48 E
Service companies lead decision-making and management;
() M55 R R
Adjustment of financial information and resource allocation;
() FF S LN TP ST N IE & I H AR 3%

For any other purposes deemed appropriate by the Board of Directors and the

person in charge of the internal audit function.
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If an internal audit function finds that the auditee violates state laws and
regulations, the rules and regulations of the company, and refuses to adopt audit
recommendations, resulting in economic losses and serious consequences, the

Board of Directors shall investigate and deal with them.
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Internal audit function may recommend commendation and reward to the Board
of Directors for those units and individuals who have outstanding performances

in business activities, such as abiding by corporate culture, innovating

15
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management practices, realizing value creation and excellence in business

performance.
#I\E YH5%E5/ REWARDS and PUNISHMENTS
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The internal audit function, project companys and auditors with outstanding
achievements shall give appropriate commendation and reward, when they are
conscientiously performing audit duties, daring to adhere to the principles,
finding clues to major cases or exposing potential risks, and recovering or

avoiding major economic losses.
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Where a staff fails to perform its auditing duties, violates professional ethics,
abuses its power, favoritism, malpractice, neglect of duty and reveals secrets,
thereby causing significant losses to the company or seriously damaging its
interests and reputation, the Board of Directors shall investigate and punish the

company in accordance with the relevant provisions.
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Internal audit function may recommend commendation and reward to the Board
of Directors for units or individuals who disclose and report violations of laws
and regulations, provide important audit clues and achieve significant audit
results in the course of auditing.
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If the auditees refuse to provide information, provide false information or obstruct
the internal audit work in the course of auditing, the internal audit function shall
order them to make corrections within a time limit; if they refuse to make
corrections or if the circumstances are serious, they shall report to the audit

committee for serious treatment in accordance with the relevant provisions.
PR I RS TR R RS . Bk B, SIS MRS AETRL
s RS TR S KT SO E 45 T R AL B

If the auditees transfer, conceal, tamper with or destroy financial and business

information in the course of auditing, the audit committee shall seriously handle.
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Where the internal audit function finds individuals directly committing or
instigating others to commit acts of retaliation or framing against internal audit
personnel, it may propose that the Audit Committee handle the matter strictly in

accordance with relevant regulations.

BE N/ SUPPLEMENTARY PROVISIONS
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This charter is formulated and updated periodically by Internal Audit

Department, and the Board of Directors is responsible for the approval and

interpretation of the policy.

BHH=4 A AE Sz HAEK.

This charter shall take effect on the date of approval by the Board of Directors.

BRAYSF WAL 5 R DA w) TR HE B E AR PP 5, H i AT
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If there is some conflicts between this charter and the local laws of the member
company, the company, shall of course, comply with these local laws and

regulations.

18



	OLE_LINK1
	OLE_LINK2
	OLE_LINK3

