THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of the Merger, this document or as to the action to be taken, you should consult a licensed securities dealer or other registered
institution in securities, a bank manager, solicitor, professional accountant or other professional adviser (including tax adviser).

If you have sold or transferred all your Shares in the Company, you should at once hand this document and the accompanying forms of proxy to the purchaser(s) or
the transferee(s) or to the bank, licensed securities dealer or registered institution in securities, or other agent through whom the sale or the transfer was effected for
transmission to the purchaser(s) or the transferee(s).

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no responsibility for the contents of this document and the
accompanying forms of proxy, make no representation as to their accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this document and the accompanying forms of proxy.
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later than 9:30 a.m. on Sunday, 20 July 2025 in respect of the H Shareholders’ Class Meeting) or any adjournment thereof (as the case may be).

Completion and return of the forms of proxy will not preclude you from attending and voting in person at the EGM, the H Shareholders’ Class Meeting or any
adjournment thereof should you so wish and in such event, the forms of proxy shall be deemed to be revoked.
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EXPECTED TIMETABLE

The expected timetable set out below is indicative only and may be subject to changes.
Further announcement(s) will be made as and when appropriate.

Unless otherwise expressly stated, references to times and dates in this document are to
Hong Kong times and dates.

Despatch Date of this document.................. ... ... Monday, 30 June 2025

Latest time for lodging transfers of H Shares in order to
be entitled to attend and vote at the EGM and
the H Shareholders’ Class Meeting . .........cououieiiiiiiiinneeeeanannn.. 4:30 p.m. on
Thursday, 17 July 2025

Closure of registers for transfers of Shares for determination
of the Shareholders entitled to attend and vote at the EGM
and the H Shareholders’ Class Meeting...............c..oooiio. .. Friday, 18 July 2025 to
Monday, 21 July 2025
(both dates inclusive)

Latest time for lodging proxy forms in respect of the EGM...................... 9:00 a.m. on
Sunday, 20 July 2025

Latest time for lodging proxy forms in respect of
the H Shareholders’ Class Meeting ...... ...ttt 9:30 a.m. on
Sunday, 20 July 2025

Record date for Shareholders for the EGM and
the H Shareholders for the H Shareholders’ Class Meeting........... Monday, 21 July 2025

Monday, 21 July 2025

H Shareholders’ Class MeEeting. . ........uuuneeet it 9:30 a.m. on
Monday, 21 July 2025 or

immediately after the conclusion of the EGM or

any adjournment thereof on

Monday, 21 July 2025

Announcement of the results of the EGM and
the H Shareholders’ Class Meeting published
on the Stock Exchange’s website and
the Company’s website ......... ..o by 7:00 p.m. on
Monday, 21 July 2025

Expected date for all Conditions to
effectiveness to be satisfied™ . ... ... ... ... ... ... ... . ... ... Monday, 21 July 2025



EXPECTED TIMETABLE

Announcement of the satisfaction of all Conditions to
effectiveness, last day for dealings in H Shares and

expected date of withdrawal of listing of H Shares”................ Monday, 21 July 2025
Resumption of registers for transfer of Shares......................... Tuesday, 22 July 2025
Declaration Period. ...... ... the business hours from

9:00 a.m. to 4:30 p.m. on
Wednesday, 23 July 2025

Last time for dealings in H Shares .............. .. i, 4:10 p.m. on
Tuesday, 29 July 2025

Each of the Offeror and the Company notifies its creditors
and makes a public announcement of the Merger pursuant
to the PRC Company Law . ... o e within 10 days
(i.e. by Thursday, 31 July 2025)
(for notice to creditors)
and 30 days (i.e. by
Wednesday, 20 August 2025)
(for the announcement)
following the EGM and
the H Shareholders’ Class Meeting

Latest time for lodging transfers of legal title in H Shares
in order to be entitled to receive Offeror H Shares ........................... 4:30 p.m. on
Friday, 1 August 2025

Latest time for lodging transfers of H Shares in order to
be entitled to receive the Special Dividend. .............. ... . ... . L. 4:30 p.m. on
Friday, 1 August 2025

Closure of registers of members of the Company.............................. From Monday,
4 August 2025 onwards

Share Exchange Record Date............ ... ... ... ... ... Monday, 4 August 2025
Special Dividend Record Date ......... ... ... . i, Monday, 4 August 2025
Announcement on the withdrawal of listing of H Shares............. at or before 8:30 a.m. on

Tuesday, 5 August 2025

Expected date and time of withdrawal of listing of H Shares.................... 4:00 p.m. on
Tuesday, 5 August 2025

Offeror H Share certificates to be despatched on® ... ... ... ... Wednesday, 6 August 2025

Share Exchange Date™® ... ... ... . ... ... ... . ... . Thursday, 7 August 2025



EXPECTED TIMETABLE

Dealings in the Offeror H Shares on the Stock Exchange
expected to commence at'® ... 9:00 a.m. on

Thursday, 7 August 2025

Announcement that all the Conditions to implementation

are

satisfied (or waived, as applicable) ......................... Thursday, 7 August 2025

End of the period during which creditors may request

the

Offeror and the Company to pay off their respective

indebtedness or provide guarantees........................ Within 30 days after the receipt

Perio

of notice by creditors or

45 days after the issue

of announcement to creditors

if the aforesaid notice

has not been received by
creditors (whichever is the latest)
(i.e. by Saturday,

4 October 2025)

d during which Dissenting Shareholders may

file lawsuit with the People’s Court in the PRC
if an agreement cannot be reached with the Company

over the acquisition of their Shares by
Friday, 19 September 2025 ... ... ... ... ... ... .. ........ Friday, 19 September 2025

Notes:

(1)

(2)

3)

to Sunday, 19 October, 2025

The Offeror and the Company will jointly publish announcement(s) when or as soon as reasonably practicable
after all Conditions to effectiveness have been satisfied and the Conditions to implementation have been
satisfied or waived, as appropriate.

In compliance with Rule 20.1(a) of the Takeovers Code, upon the Merger becoming unconditional, the Offeror
H Shares will be issued by the Offeror to the Share Exchange Shareholders as soon as possible but in any
event within seven Business Days after the Merger becoming unconditional. The Offeror H Share certificates
are expected to be despatched to the Share Exchange Shareholders on Wednesday, 6 August 2025. The
Offeror H Share certificates will not become valid unless the formal letter of approval for the Listing is
obtained and the Listing has become effective. In the event that the approval for the Listing is not
obtained on or before Monday, 4 August 2025, the Offeror H Share certificates will not become valid,
dealings in the Offeror H Shares on the Stock Exchange will not commence on Thursday, 7 August 2025
and the listing of the H Shares will also not be withdrawn at 4:00 p.m. on Tuesday, 5 August 2025. In
such event, the Offeror and the Company will make an announcement of the above as soon as possible.
Investors who trade in the Offeror H Shares prior to the receipt of the Offeror H Share certificates or
prior to the Offeror H Share certificates becoming valid do so entirely at their own risk.

If any severe weather condition is in force in Hong Kong:
(a) at any local time before 12:00 noon but no longer in force at or after 12:00 noon on the latest date for

the despatch of the Offeror H Share certificates, the latest date for the despatch of the Offeror H Share
certificates will remain on the same Business Day; or



EXPECTED TIMETABLE

(b) at any local time at or after 12:00 noon on the latest date for the despatch of the Offeror H Share
certificates, the latest date for the despatch of the Offeror H Share certificates, the Share Exchange Date
and the date on which dealings in the Offeror H Shares on the Stock Exchange are expected to
commence will be rescheduled to the next Business Day which does not have any of those warnings in
force at 12:00 noon and/or thereafter (or another Business Day thereafter that does not have any severe
weather condition at 12:00 noon or thereafter).

For the purpose of this document, “‘severe weather” refers to the scenario where typhoon signal No. 8 or
above, a black rainstorm warning (as issued by the Hong Kong Observatory), or the “extreme conditions”
warning (as announced by the Hong Kong Government) is in force in Hong Kong.

(4)  According to the PRC Company Law, if any Dissenting Shareholder and the Company cannot reach an
agreement on the acquisition of their Shares within 60 days of the date of the resolutions relating to the
Merger are made at the EGM and the H Shareholders’ Class Meeting, the Dissenting Shareholder may file a
lawsuit with the People’s Court in the PRC within 90 days of the date of the resolutions.

Shareholders and potential investors in the securities of the Company should be
aware that the expected last day for dealings in the H Shares will be Tuesday, 29 July
2025. In order for the transferee to be entitled to receive the Offeror H Shares, the
transfer documents and the relevant share certificates must be lodged with the H Share
Registrar, Computershare Hong Kong Investor Services Limited by 4:30 p.m. on Friday,
1 August 2025.

If the transfer documents and the relevant share certificates are not lodged with the
H Share Registrar by 4:30 p.m. on Friday, 1 August 2025 as set out above, the transferee
will not be entitled to receive the Offeror H Shares.

The Shareholders and potential investors in the securities of the Company should be
aware that the Merger is subject to the Conditions set out in this document being satisfied
or waived, as applicable, and neither the Offeror nor the Company provides any
assurance that any or all of the Conditions can be satisfied, and thus the Merger
Agreement may or may not become effective or, if effective, may or may not be
implemented or completed. Shareholders and potential investors in the securities of the
Company should therefore exercise caution when dealing in the securities of the
Company.

Persons who are in doubt as to the action to take and the implications arising from
the Merger should consult their stockbroker, bank manager, solicitor or other
professional advisers (including tax adviser regarding the tax consequences of the
cancellation of the H Shares and the implementation of the Merger).



IMPORTANT NOTICES

IMPORTANT: You must read the following disclaimer before continuing. The
following disclaimer applies to this document as a whole and you are therefore advised to
read this disclaimer page carefully before accessing, reading or making any other use of
this document. In, and as a result of, accessing this document you agree, and you are
deemed to agree, to be bound by the following terms and conditions.

NOTICE TO H SHAREHOLDERS

This document is not an offer of securities for sale or the solicitation of an offer to buy
any securities in the United States or any other jurisdiction in which such offer, solicitation or
sale would be unlawful prior to registration or qualification under the securities laws of any
such jurisdiction. The Offeror H Shares to be issued in connection with the Merger have not
been, and will not be, registered under the U.S. Securities Act or under the securities law of
any state, district or other jurisdiction of the United States, and no regulatory clearance in
respect of the Merger or the distribution of the Offeror H Shares has been, or will be, applied
for in any jurisdiction other than Hong Kong and the PRC. The Offeror H Shares may not be
offered, sold, transferred or delivered, directly or indirectly, in any other jurisdiction where to
do so would violate the laws of that jurisdiction or would require registration thereof in such
jurisdiction. Certain H Shareholders may be excluded from receiving the Offeror H Shares if
such H Shareholders reside in any country, jurisdiction or territory outside Hong Kong and the
PRC where receiving the Offeror H Shares would require the Offeror to comply with any
registration or other legal requirements. Any person resident outside Hong Kong and the PRC
wishing to elect to receive the Offeror H Shares is responsible for fully observing and
complying with the laws of the relevant country, jurisdiction or territory, including obtaining
any government or other consents that may be required and observing any other formalities in
such country, jurisdiction or territory.

NOTICE TO U.S. H SHAREHOLDERS

The Merger will be implemented by way of a merger by absorption provided for under the
laws of the PRC, which will involve the exchange of securities of two companies incorporated
in the PRC with limited liability and the cancellation of the securities of a company
incorporated in the PRC with limited liability. The Merger is subject to Hong Kong disclosure
requirements, which are different from those of the United States. The financial information
included in this document has been prepared in accordance with IFRS and thus may not be
comparable to financial information of U.S. companies or companies whose financial
statements are prepared in accordance with generally accepted accounting principles in the
United States.

The Merger will be made in the United States pursuant to the applicable U.S. tender offer
rules or certain available exemptions or exceptions therefrom and otherwise in accordance with
the requirements of the laws of Hong Kong and the PRC. Accordingly, the Merger will be
subject to Hong Kong and PRC disclosure and other procedural requirements, including with
respect to withdrawal rights, offer timetable, settlement procedures and timing of payments
that are different from those applicable under U.S. domestic tender offer procedures and law.



IMPORTANT NOTICES

This document is not an offer of securities for sale nor a solicitation of an offer to buy
securities in the United States. The Offeror H Shares to be issued in connection with the
Merger have not been, and will not be, registered under the U.S. Securities Act or under the
securities law of any state, district or other jurisdiction of the United States, and no regulatory
clearance in respect of the Merger or the distribution of the Offeror H Shares has been, or will
be, applied for in any jurisdiction other than Hong Kong and the PRC. Securities may not be
offered or sold in the United States absent registration under the U.S. Securities Act, except
pursuant to an exemption from, or in a transaction not subject to, the registration requirements
of the U.S. Securities Act. The Offeror H Shares are expected to be issued to U.S. H
Shareholders in reliance upon the exemption from the registration requirements of the U.S.
Securities Act provided by Rule 802 under the U.S. Securities Act and in reliance on available
exemptions from any state law registration requirements. The Offeror H Shares to be issued
pursuant to the Merger will be “restricted securities” within the meaning of Rule 144(a)(3)
under the U.S. Securities Act to the same extent and proportion as the Share Exchange H
Shares for which they were exchanged in the Merger.

The receipt of Offeror H Shares pursuant to the Merger by a U.S. H Shareholder or the
receipt of cash by a U.S. Dissenting Shareholder pursuant to the Merger, in each case as
consideration for the cancellation of its Shares pursuant to the Merger, may be a taxable
transaction for U.S. federal income tax purposes and under applicable state and local, as well
as foreign and other tax laws. Each U.S. H Shareholder is urged to consult his/her/its
independent professional advisor immediately regarding the tax consequences of the
implementation of the Merger.

U.S. H Shareholders may encounter difficulty enforcing their rights and any claims
arising out of the U.S. federal securities laws, as the Offeror and the Company are located in a
country outside the United States and some or all of their respective officers and directors may
be residents of a country other than the United States. U.S. H Shareholders may not be able to
sue a non-U.S. company or its officers or directors in a non-U.S. court for violations of the
U.S. securities laws. Further, U.S. H Shareholders may encounter difficulty compelling a non-
U.S. company and its affiliates to subject themselves to a U.S. court’s judgment.

In accordance with the Takeovers Code and Rule 14e-5(b) of the U.S. Exchange Act,
CICC and its affiliates may continue to act as exempt principal traders in the Shares on the
Stock Exchange. These purchases may occur either in the open market at prevailing prices or
in private transactions at negotiated prices, provided that any such purchase or arrangement
complies with applicable law, including but not limited to the Takeovers Code, and is made
outside the United States. Any information about such purchases will be reported to the SFC in
accordance with the requirements of the Takeovers Code and, to the extent made public by the
SFC, will be available on the websites of the SFC at http://www.sfc.hk and the Stock
Exchange at www.hkexnews.hk.



ACTIONS TO BE TAKEN

If you do not intend to attend the EGM and/or the H Shareholders’ Class Meeting or any
adjournment thereof (where applicable) in person, you are strongly urged to complete the
enclosed form(s) of proxy in respect of the EGM and/or the H Shareholders’ Class Meeting in
accordance with the instructions printed thereon and return them, for holders of Domestic
Shares, to the Company’s board office at Securities Department, Dongyangguang Scientific
Park, No. 368 Zhen An Zhong Road, Chang’an County, Dongguan, Guangdong Province, the
PRC, or, for holders of H shares of the Company, to the H Share Registrar, Computershare
Hong Kong Investor Services Limited at 17M Floor, Hopewell Centre, 183 Queen’s Road East,
Wan Chai, Hong Kong as soon as possible, but in any case not later than 24 hours before the
appointed time for holding the relevant meeting (i.e. not later than 9:00 a.m. on Sunday, 20
July 2025 in respect of the EGM and by 9:30 a.m. on Sunday, 20 July 2025 in respect of the H
Shareholders’ Class Meeting) or any adjournment thereof.

In the event that the relevant form of proxy has been returned to the H Share Registrar
after the abovementioned deadline (where applicable), it will be considered to be invalid and
will not be taken into account. The completion and return of a form of proxy for any of the
meetings will not preclude you from attending and voting in person at the relevant meetings or
any adjournment thereof, should you so wish. In the event that you attend and vote at any of
the meetings or any adjournment thereof after having deposited the relevant form of proxy, that
form of proxy will be deemed to have been revoked.

The latest time for lodging transfers of H Shares in order to be entitled to attend and vote
at the EGM and the H Shareholders’ Class Meeting is 4:30 p.m. on Thursday, 17 July 2025.
For the purpose of determining the entitlements of the Shareholders to attend and vote at the
EGM and the H Shareholders to attend and vote at the H Shareholders’ Class Meeting, the
Company’s registers of members will be closed from Friday, 18 July 2025 to Monday, 21 July
2025 (both dates inclusive). During such period, no transfer of Shares will be effected.

Only Shareholders whose names are on the Company’s registers of members on Monday,
21 July 2025 are entitled to vote at the relevant meetings. Each Shareholder on the Company’s
registers of members on Monday, 21 July 2025 is entitled to cast one vote per Share in respect
of the Merger at the EGM. Each Independent H Shareholder on the Company’s registers of
members on Monday, 21 July 2025 is entitled to cast one vote per H Share in respect of the
Merger at the H Shareholders’ Class Meeting.

An announcement will be made by the Company in relation to the result of EGM and the
H Shareholders’ Class Meeting. Further announcement(s) will be made as and when
appropriate in respect of the satisfaction or waiver, as appropriate, of the Conditions to
effectiveness and the Conditions to implementation.



DEFINITIONS

In this document, the following expressions have the meanings set out below, unless the
context requires otherwise:

‘“acting in concert” has the meaning given to it in the Takeovers Code and
“concert party” shall be construed accordingly

“AML” acute myeloid leukemia, a cancer caused by an over-
proliferation of myeloid blood cells, characterized by the
rapid growth of large numbers of abnormal cells in the bone
marrow and blood, which interfere with blood production

“Announcement” the joint announcement issued by the Offeror and the
Company dated 10 May 2024 in relation to, among other
things, the Merger and the Listing pursuant to Rule 3.5 of
the Takeovers Code

“API(s)” active pharmaceutical ingredient (API) (or drug substance),
any substance or mixture of substances intended to be used
in the manufacture of a drug (medicinal) product and that,
when used in the production of a drug, becomes an active
ingredient of the drug product

“Articles” the articles of association of the Company

‘“associate(s)” has the meaning given to it in the Takeovers Code

“Board” the board of Directors

“Business Day” a day on which the Stock Exchange is open for the

transaction of business

“CAR-T” chimeric antigen receptor T-cell, a type of treatment in
which a patient’s T cells (a type of immune system cell) are
changed in the laboratory so they will attack cancer cells

“CCASS” the Central Clearing and Settlement System established and
operated by Hong Kong Securities Clearing Company
Limited

“CDE” the Centre for Drug Evaluation of the PRC, a division of
the NMPA



DEFINITIONS

“CIce”

“Class I Hospital”

“Class I Innovative Drug’

“Class II Hospital”

“Class III Hospital”

’

China International Capital Corporation Hong Kong
Securities Limited, the financial adviser to the Offeror.
CICC is a licensed corporation under the SFO, licensed to
carry out Type 1 (dealing in securities), Type 2 (dealing in
futures contracts), Type 4 (advising on securities), Type 5
(advising on futures contracts) and Type 6 (advising on
corporate finance) regulated activities under the SFO

township or community hospitals designated as Class I
hospitals by the hospital classification system of the
National Health and Family Planning Commission
(currently known as National Health Commission of the
PRC (P ANRILMBIB R A EHEZ A E)) with a
primary focus on preventive care, minimal health services
and rehabilitation

innovative drug that has never been marketed worldwide,
being API and its preparation that contain new compounds
with clearly defined structure and pharmacological effects
which is defined by Reform Plan for Registration Category
of Chemical Medicine ({{b£2%2& 5 i3 it 0 Biok & TAE T E))
issued by NMPA on 4 March 2016; in other jurisdictions,
this type of drug may be classified differently, such as new
drug or other classifications, based on their respective
regulatory frameworks

regional hospitals designated as Class II hospitals by the
hospital classification system of the National Health and
Family Planning Commission (currently known as National
Health Commission of the PRC ("3 A 3l B B 5 7 A=
@ Z 5 )), typically providing multiple communities
with integrated healthcare services and undertaking certain
academic and scientific research missions

largest regional hospitals with the highest standard in the
PRC designated as Class III hospitals by the hospital
classification system of the National Health and Family
Planning Commission (currently known as National Health
Commission of the PRC (3 A [ LA 30 |30 5 1 AL fd e 2%
B 1)), typically providing high-quality professional
healthcare services covering a wide geographic area and
undertaking higher academic and scientific research
initiatives
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“Company”

“Concert Parties™

“Conditions”

“Conditions to effectiveness”

’

“Conditions to implementation’

“CSRC”

“Declaration Period”

“Delisting Date”

“Despatch Date”

“Director(s)”

“Dissenting Shareholder”

YiChang HEC Changliang Pharmaceutical Co., Ltd. (H &
RIGHERILEER A RAF]), a joint stock company
incorporated in the PRC with limited liability, whose H
Shares are listed and traded on the Stock Exchange (Stock
Code: 1558)

parties acting in concert with the Offeror, including but not
limited to CICC (except in the capacity of an exempt
principal trader or exempt fund manager for the purpose of
the Takeovers Code and excluding the Shares held on
behalf of non-discretionary investment clients)

has the meaning given to it in the section headed 3.
PRINCIPAL TERMS OF THE MERGER AGREEMENT”
in the Letter from the Board (i.e. the Conditions to
effectiveness and the Conditions to implementation)

has the meaning given to it in the section headed ‘3.
PRINCIPAL TERMS OF THE MERGER AGREEMENT”
in the Letter from the Board

has the meaning given to it in the section headed 3.
PRINCIPAL TERMS OF THE MERGER AGREEMENT”
in the Letter from the Board

the China Securities Regulatory Commission

the business hours from 9:00 a.m. to 4:30 p.m. on the
second business day after the date on which the Merger is
approved at the EGM and the H Shareholders’ Class
Meeting during which any Dissenting Shareholder may
declare to exercise its right

the date on which the listing of the Company on the Stock
Exchange has been withdrawn (i.e. 5 August 2025)

30 June 2025, being the date of despatch of this document
to the Shareholders as required by the Takeovers Code

director(s) of the Company

an H Shareholder who has validly voted against the
resolutions in respect of the Merger Agreement, the Merger
and the relevant arrangements at the EGM and the H
Shareholders’ Class Meeting

— 10 -
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“Dissenting Shareholders
Settlement Date”

“Domestic Share(s)”

’

“Domestic Shareholder’

“EGM”

“Exchange Rate”

“Executive”

“FDA”

“Frost & Sullivan”

“GF Capital”

“GMP”

the date on which the third party designated by the
Company acquires the Shares held by the Dissenting
Shareholders who have effectively declared to exercise
their right to dissent and validly exercised their right to
request their Shares to be acquired by the relevant entity at
a ““fair price”

the domestic shares of the Company, with an RMB
denominated par value of RMB1.00 each, representing
approximately 25.71% of the issued share capital of the
Company as at the Latest Practicable Date

the holder of the Domestic Shares, being the Offeror

the extraordinary general meeting of the Company to be
convened at 9:00 a.m. on Monday, 21 July 2025, or any
adjournment thereof, to consider and, if thought fit, approve
the Merger Agreement, the Merger and the relevant
arrangements

the exchange rate of HK$1:RMBO0.91250, which is the
latest available central parity rate of RMB to Hong Kong
Dollar as at 27 June 2025 as announced by the People’s
Bank of China on or before the Latest Practicable Date

the Executive Director of the Corporate Finance Division of
the SFC or any delegate of the Executive Director

the Food and Drugs Administration of the United States

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., an
independent industry consultant engaged by the Offeror in
2023 to conduct a detailed analysis and prepare an industry
report on the pharmaceutical market

GF Capital (Hong Kong) Limited, a licensed corporation to
carry out Type 6 (advising on corporate finance) regulated
activity under the SFO, being the financial adviser to the
Company

good manufacturing practice, a quality system enforced by
relevant regulatory authorities to ensure that the products
produced meet specific requirements for identity, strength,
quality and purity

—11 -
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“Gram Capital” or
“Independent Financial
Adviser”

“Group”

“Guangdong HEC”

“H Share(s)”

“H Share Registrar”
“H Shareholder(s)”

“H Shareholders’ Class
Meeting”

“Healthcare Executive
Magazine”

Gram Capital Limited, a licensed corporation to carry out
Type 6 (advising on corporate finance) regulated activity
under the SFO, being the independent financial adviser
appointed by the Independent Board Committee to advise
the Independent Board Committee in respect of (among
others) the Merger

the Company and its subsidiaries and the terms ‘“Group
Company” and “member of the Group” shall be construed
accordingly

Guangdong HEC Technology Holding Co., Ltd (& R ¥
R ER A RAF), a company listed on the
Shanghai Stock Exchange (Stock Code: 600673) and an H
Shareholder holding approximately 2.48% of the issued
share capital of the Company as at the Latest Practicable
Date

the ordinary shares issued by the Company, with an RMB
denominated par value of RMBI1.00 each, which are
subscribed for and paid up in Hong Kong dollars and are
listed and traded on the Stock Exchange, representing
approximately 74.29% of the issued share capital of the
Company as at the Latest Practicable Date

Computershare Hong Kong Investor Services Limited
the holder(s) of H Shares

the class meeting of the Company to be convened for H
Shareholders, or any adjournment thereof, to consider and,
if thought fit, approve the Merger Agreement, the Merger
and the relevant arrangements

Healthcare Executive Magazine (EZEZ8 N), a reputable
business magazine for the healthcare industry in the PRC
and a professional media platform for the Chinese
pharmaceutical industry, which is sponsored by China
Pharmaceutical Enterprise Association and Hunan Science
and Technology Press. Established in 2008, its circulation
exceeds 300,000 copies per month and its new media matrix
includes platforms such as WeChat Official Accounts,
Toutiao (Jinri Toutiao), Snowball (Xueqiu), TikTok
(Douyin) and Weibo, with a total follower base exceeding
700,000)
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DEFINITIONS

“HEC (Hong Kong)”

“HK$”
“Hong Kong”
‘GIFRS 2

“Implementation Date”

“Independent Board
Committee”

“Independent H Shareholder(s)”

“Kewei (oseltamivir
phosphate)”
“KPMG”

“Last Trading Day™

“Latest Practicable Date”

“Listing”

HEC (Hong Kong) Sales Co., Limited, a company
incorporated in Hong Kong with limited liability, a wholly-
owned subsidiary of the Offeror and an immediate H
Shareholder holding approximately 25.71% of the total
issued share capital of the Company as at the Latest
Practicable Date

Hong Kong dollars, the lawful currency of Hong Kong
the Hong Kong Special Administrative Region of the PRC
IFRS Accounting Standards

the implementation date of the Merger agreed between the
Offeror and the Company upon which the Offeror will
assume all assets, liabilities, interests, businesses,
employees, contracts and all other rights and obligations of
the Company

the independent board committee established by the
Company for the purposes of considering the Merger,
which comprises Mr. TANG Jianxin, Ms. XIANG Ling and
Mr. LI Xuechen

H Shareholders other than the Offeror and its Concert
Parties

a core product of the Company

KPMG, the reporting accountants of the Offeror

1 March 2024, the last trading day on which the H Shares
were traded on the Stock Exchange prior to the first
announcement of the Company dated 8 March 2024
pursuant to Rule 3.7 of the Takeovers Code

27 June 2025, being the latest practicable date prior to the
printing of this document for the purpose of ascertaining
certain information for inclusion in this document

the listing (by way of introduction) of, and permission to
deal in, the Offeror H Shares on the Main Board of the
Stock Exchange
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DEFINITIONS

“Listing Document”

“Listing Rules”

“Long-stop Date”

“Merger”

“Merger Agreement”

“MOC”

“NDRC”

“NMPA”

“NRDL”

“Offer Period”

“Offeror”

the listing document to be published by the Offeror in
connection with the Listing

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (as revised, supplemented
or otherwise modified from time to time)

the last date the Pre-Conditions, the Conditions to
effectiveness and the Conditions to implementation can be
fulfilled or waived, as applicable, being 31 December 2025
or such other date as agreed between the Offeror and the
Company with the consent of the Executive

the proposed merger by absorption of the Company by the
Offeror in accordance with the PRC Company Law and
other applicable PRC Laws as contemplated under the
Merger Agreement

the merger agreement entered into between the Offeror and
the Company on 10 May 2024 in relation to the Merger (as
amended by the supplemental agreement entered into
between the Offeror and the Company on 18 June 2025)

the Ministry of Commerce of the PRC (or its local
authority, as applicable)

the National Development and Reform Commission of the
PRC (or its local authority, as applicable)

the National Medical Products Administration of the PRC
(120 % 4 i BB S R

the National Reimbursement Drug List of the PRC (H[= [
KB REE R H BF)

has the meaning ascribed to it under the Takeovers Code,
being the period commencing on 8§ March 2024 (being the
date of the first announcement of the Company pursuant to
Rule 3.7 of the Takeovers Code) and ending on the
Delisting Date, the date on which the Merger is not
approved or otherwise lapses or such other date determined
by the Executive, whichever is the earliest

Sunshine Lake Pharma Co., Ltd. (J& ¥ &[5t 2 2E B A R
/NH]), a company established under the laws of the PRC
with limited liability on 29 December 2003, and
subsequently converted into a joint stock company with
limited liability on 21 June 2023
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DEFINITIONS

“Offeror Group”

“Offeror H Share(s)”

“Offeror Shares”

“Post-Merger Offeror”

“PRC” or “China”

“PRC Company Law”

“PRC Laws”

“Pre-Conditions”

“R&D”

’

“Relevant Authorities’

“Relevant Period”

“RMB 2

“SAFE”

the Offeror and its subsidiaries (including the Company)

shares in the ordinary share capital of the Offeror, with a
nominal value of RMB1.00 each, which are to be traded in
HK$ and which are to be issued and listed on the Stock
Exchange pursuant to the Listing

shares in the ordinary share capital of the Offeror, with a
nominal value of RMB1.00 each

the Offeror after the completion of the Merger, as the
surviving entity following the Merger

the People’s Republic of China, which for the purposes of
this document does not include Hong Kong, the Macau
Special Administrative Region and Taiwan unless the
context otherwise specifies

the Company Law of the PRC, as amended, supplemented
or otherwise modified from time to time

any and all laws, regulations, statutes, rules, decrees,
notices, and supreme court’s judicial interpretations as may
be in force and publicly available in the PRC from time to
time

has the meaning given to it in the section headed 3.
PRINCIPAL TERMS OF THE MERGER AGREEMENT”

research and development

relevant governments, governmental and/or quasi-
governmental bodies, statutory and/or regulatory bodies,
courts or institutions

the period commencing from 8 September 2023, being the
date falling six months preceding the date of the initial
announcement of the Company regarding the Merger
pursuant to Rule 3.7 of the Takeovers Code, up to and
including the Latest Practicable Date

Renminbi, the lawful currency of the PRC

the State Administration of Foreign Exchange of the PRC
(or its local authority, as applicable)
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DEFINITIONS

“Settlement Date”

SGSFC”

“SFO”

“Share Exchange”

“Share Exchange Date”

“Share Exchange H Share(s)”

“Share Exchange Ratio”

99

“Share Exchange Record Date

“Share Exchange
Shareholder(s)”

“Shareholders™

a date during the seven (7) business days after the
fulfilment (or waiver, as applicable) of the Pre-Conditions
and all the Conditions to be confirmed by the Offeror for
the purpose of issuing the Offeror H Shares to all Share
Exchange Shareholders

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (as revised, supplemented or
otherwise modified from time to time)

exchange of the H Shares held by the Share Exchange
Shareholders into the Offeror H Shares according to the
Share Exchange Ratio and the terms of the Merger
Agreement, which would take place immediately prior to
the commencement of dealings in the Offeror H Shares on
the Stock Exchange

7 August 2025, being the date on which the Share Exchange
will take place

the H Shares held by the Share Exchange Shareholders
which will be exchanged into the Offeror H Shares
according to the Share Exchange Ratio pursuant to the
Share Exchange

1 H Share to exchange for 0.263614 Offeror H Share,
meaning that the Offeror will issue 0.263614 Offeror H
Share to exchange for 1 H Share

4 August 2025, being the trading day on which a list of the
Share Exchange Shareholders who are eligible to participate
in the Share Exchange and the number of H Shares held by
such Share Exchange Shareholders will be confirmed

the Shareholders who are registered on the register of
members of the Company on the Share Exchange Record
Date (other than the Offeror or its subsidiaries (if any))
including the Shareholders who, on the Share Exchange
Record Date, do not declare, only partially declare, are
ineligible to declare or invalidly declare to exercise the
right of the Dissenting Shareholders and any third party
designated by the Company which has acquired Shares held
by the Dissenting Shareholder(s) (if any)

collectively, H Shareholders and the Domestic Shareholder
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DEFINITIONS

“Shares”

“Shenzhen HEC Industrial”

“Special Dividend”

“Special Dividend Record
Date”

“Stock Exchange”
“subsidiary”

“Takeovers Code”

“trading day”

“United States” or “U.S.”

“U.S. Exchange Act”
“U.S. Securities Act”

“Valuation Adviser”

collectively, H Shares and Domestic Shares

Shenzhen HEC Industrial Development Co., Ltd.* (&IITT
WG E R ABR/AF), a company established in the
PRC with limited liability on 27 January 1997

subject to, (i) the passing of an ordinary resolution by
simple majority of the votes cast by the Shareholders
present and voting in person or by proxy at the EGM to
approve its distribution; and (ii) the fulfilment (or waiver,
as applicable) of all the Pre-Conditions and the Conditions,
the proposed special dividend of HK$1.50 per Share to be
declared by the Company payable in cash to the
Shareholders whose names appear on the register of
members of the Company on the Special Dividend Record
Date other than the Offeror and its subsidiaries (if
applicable)

4 August 2025 or such other appropriate date as shall have
been announced by the Company, being the record date for
determining the entitlements of Shareholders to the
proposed Special Dividend

The Stock Exchange of Hong Kong Limited
has the meaning given to it under the Listing Rules

the Code on Takeovers and Mergers published by the SFC
(as revised, supplemented or otherwise modified from time
to time)

a day on which the Stock Exchange is open for dealing or
trading in securities

the United States of America, its territories and possessions,
any State of the United States and the District of Columbia

the U.S. Securities Exchange Act of 1934, as amended
the U.S. Securities Act of 1933, as amended

China Sunrise Capital Limited, the adviser appointed by the
Offeror to value the Offeror H Shares and which is a
licensed corporation under the SFO, licensed to carry out
Type 6 (advising on corporate finance) regulated activity
under the SFO
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DEFINITIONS

“Valuation Report™

“Yaozhi.com”

“Yichang HEC Research”

“Yidu Fangwenwen”

“Yidu Yingwenfang”

“%”

*  For identification purpose only

the valuation report issued by the Valuation Adviser on the
value of the Offeror H Shares as at 31 December 2024

Yaozhi.com (2%/4), a well-known healthcare industry
data provider in the PRC and one of the earliest data
application service providers in the pharmaceutical field in
the PRC, which has created over 200 professional databases
covering the entire life cycle of the pharmaceutical
industry, including R&D, production, marketing, rational
drug use and investment decision-making. Its number of
users has exceeded 1.5 million, and the number of
institutional members has surpassed 30,000 since its
establishment in 2009

Yichang HEC Research Co., Ltd.* (‘H B H 5 GEEmt 884 R
/vHl), a company established in the PRC with limited
liability on 12 December 2014

Yidu Fangwenwen Equity Investment Limited (Limited
Partnership)* (CH#ERIT XXM E S B EEREE)), a
limited liability partnership established in the PRC on 5
February 2021 of which Dr. ZHANG Yingjun is the sole
general partner, and one of the Offeror’s employee
incentive platforms

Yidu Yingwenfang Equity Investment Limited (Limited
Partnership)* (EL#P# SO IRERE A B EEAREE)), a
limited liability partnership established in the PRC on 9
February 2021 of which Dr. ZHANG Yingjun is the sole
general partner, and one of the Offeror’s employee
incentive platforms

per cent.
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LETTER FROM THE BOARD

@

YiChang HEC ChangJiang Pharmaceutical Co., Ltd.
HERBARIEXRKRHDBR QT

(4 joint stock company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 01558)

Executive Directors:
Mr. JIANG Juncai
Mr. WANG Danjin
Mr. CHEN Hao

Mr. LI Shuang

Non-executive Director:
Mr. TANG Xinfa

Independent non-executive Directors:

Mr. TANG Jianxin
Ms. XIANG Ling
Mr. LI Xuechen

To the Shareholders,

Dear Sir or Madam,

Registered Office:
No. 38 Binjiang Road
Yidu

Yichang

Hubei Province

The PRC

Principal office in the PRC:
No. 38 Binjiang Road

Yidu

Yichang

Hubei Province

The PRC

Principal place of business in Hong Kong:
40th Floor

Dah Sing Finance Centre

No. 248 Queen’s Road East

Wanchai

Hong Kong

30 June 2025

(1) PROPOSED CONDITIONAL PRIVATISATION OF YICHANG HEC
CHANGJIANG PHARMACEUTICAL CO., LTD. BY SUNSHINE LAKE
PHARMA CO., LTD. BY WAY OF MERGER BY ABSORPTION OF
YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD.
(2) PROPOSED SPECIAL DIVIDEND
(3) PROPOSED WITHDRAWAL OF LISTING



LETTER FROM THE BOARD

1. INTRODUCTION

Reference is made to the joint announcement dated 10 May 2024 pursuant to which the
Offeror and the Company jointly announced that the Offeror and the Company have entered
into the Merger Agreement, pursuant to which the Offeror and the Company will implement
the Merger subject to the terms and conditions of the Merger Agreement, including the Pre-
Conditions and the Conditions. After completion of the Merger, the Company will be merged
into and absorbed by the Offeror in accordance with the PRC Company Law and other
applicable PRC Laws.

2. PROPOSED TRANSACTION

Pursuant to the Merger Agreement, conditional upon the fulfilment (or waiver, as
applicable) of the Pre-Conditions and the Conditions set out in the section headed 3.
PRINCIPAL TERMS OF THE MERGER AGREEMENT” below, the Share Exchange
Shareholders will be entitled to receive from the Offeror:

For every Share Exchange H Share cancelled......... 0.263614 new Offeror H Share

The Offeror proposes to issue 112,712,832 Offeror H shares in exchange for all of the
issued H Shares held by the Share Exchange Shareholders at the Share Exchange Ratio.

The Listing and the issuance of the Offeror H Shares to the Share Exchange
Shareholders will only take place if all of the Pre-Conditions and the Conditions (being
the Conditions to effectiveness and the Conditions to implementation) have been fulfilled
or waived (as applicable).

Following the fulfilment (or waiver, as applicable) of the Pre-Conditions and the
Conditions and the completion of the Share Exchange, (i) the Offeror H Shares will be listed
on the Main Board of the Stock Exchange by way of introduction; and (ii) the Share Exchange
Shareholders will become shareholders of the Offeror. The Offeror will assume all assets,
liabilities, interests, businesses, employees, contracts and all other rights and obligations of the
Company from the Implementation Date; and the Company will be eventually deregistered in
the PRC.

The Share Exchange Ratio will not be adjusted and the Offeror does not reserve the
right to do so.

Neither the Offeror nor the Company has declared but not yet paid, or intends to declare
and/or pay, any dividend (save for the Special Dividend, the details of which are set out in the
section headed “5. PROPOSED SPECIAL DIVIDEND” below) before the Delisting Date or
the date on which the Merger is not approved or otherwise lapses (as the case may be).
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LETTER FROM THE BOARD

PRINCIPAL TERMS OF THE MERGER AGREEMENT

The principal terms and conditions of the Merger Agreement include:

Parties

Overview of the Merger

(1) The Offeror; and
(2) the Company.

Subject to the terms and conditions of the Merger
Agreement and the requirements of the PRC Company
Law, the Takeovers Code, the Listing Rules, the
Articles and the articles of association of the Offeror,
the Merger will be implemented by the Offeror
merging the Company by way of merger by
absorption, namely:

i.  The Offeror will issue the Offeror H Shares as
consideration to acquire the Share Exchange H
Shares held by the Share Exchange Shareholders;

ii.  The Offeror will apply to the Stock Exchange for
the listing of, and permission to deal in, the
Offeror H Shares by way of introduction;

iii. The Company will be delisted from the Stock
Exchange; and

iv. The Share Exchange Shareholders will become
shareholders of the Offeror.

After completion of the Merger, the Offeror will
assume all assets, liabilities, interests, businesses,
employees, contracts and all other rights and
obligations of the Company and the Company will be
eventually deregistered in the PRC.
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LETTER FROM THE BOARD

Consideration

Treatment of fractions of
shares

Pursuant to the Merger Agreement, conditional upon
the fulfilment (or waiver, as applicable) of the Pre-
Conditions, the Conditions to effectiveness and the
Conditions to implementation set out in the paragraphs
headed ‘‘Pre-Conditions to the Merger Agreement
becoming effective”, “Conditions to effectiveness”
and “Conditions to implementation” below, the Share
Exchange Shareholders will be entitled to receive from
the Offeror:

For every Share Exchange
H Share cancelled . ................ 0.263614
new Offeror H Share

Application will be made to the Stock Exchange for
the Offeror H Shares to be listed and traded on the
Stock Exchange by way of introduction.

All rights attaching to all H Shares held by the Share
Exchange Shareholders shall cease to have effect from
and including the Settlement Date and the relevant H
Shares shall be cancelled. The share certificates for all
H Shares held by the Share Exchange Shareholders
will cease to have effect as documents or evidence of
title from and including the Settlement Date.

Under the Share Exchange, the number of the Offeror
H Shares obtained by Share Exchange Shareholders
will be in whole numbers. If the number of the Offeror
H Shares to be obtained by a Share Exchange
Shareholder (calculated by the number of Shares held
multiplied by the Share Exchange Ratio) will not
result in a whole number, such Share Exchange
Shareholders concerned will be ranked according to
the fractional value after the decimal point from
highest to lowest. One additional Offeror H Share will
be given to each such Share Exchange Shareholder in
such order until the aggregate number of the Offeror H
Shares actually exchanged is equal to the total number
of the Offeror H Shares proposed to be issued. If the
number of Share Exchange Shareholders with the same
fractional value after the decimal point is more than
the number of remaining Offeror H Shares to be
issued, the Offeror H Shares will be allocated
randomly by a computerised system until the
aggregate number of the Offeror H Shares actually
exchanged is equal to the total number of the Offeror
H Shares proposed to be issued.
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LETTER FROM THE BOARD

Pre-Conditions to the Merger = The Merger Agreement is subject to the fulfilment of
Agreement becoming the following pre-conditions, namely,

effective

(D

)

(3)

the approval, filing or registration (if applicable)
with or by (a) NDRC (if applicable); (b) MoC (if
applicable) and (c) SAFE (if applicable), and
such other applicable governmental approvals in
respect of the Merger having been obtained.
Subject to confirmation from SAFE, the approval,
filing or registration with or by SAFE in (c)
above may be applicable to the Merger and/or if
any Shares held by a Dissenting Shareholder (if
any) will be acquired by the Offeror with funds
remitted from the PRC to Hong Kong. Save for
the governmental approvals as mentioned in (a),
(b) and (c) above, the Offeror is not currently
aware of any other applicable governmental
approvals which are required in respect of the
Merger;

the approval or filing by or with the Listing
Committee of the Stock Exchange, the
Department of International Cooperation of the
CSRC and such other competent authorities which
are necessary for the listing (by way of
introduction) of, and permission to deal in, the
Offeror H Shares on the Stock Exchange pursuant
to the Listing; and

approval by the shareholders meeting of the
Offeror of the Merger in accordance with the
PRC Laws and the articles of association of the
Offeror (the “Pre-Conditions’).

The above Pre-Conditions are not waivable. If any of
the Pre-Conditions is not fulfilled by the Long-stop
Date, the Merger Agreement will not become effective
and will be automatically terminated.

As at the Latest Practicable Date, the Pre-Conditions
had been fulfilled (as stated in the joint announcement
dated 27 June 2025 made by the Offeror and the
Company).
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LETTER FROM THE BOARD

Conditions to effectiveness

Conditions to implementation

After the Pre-Conditions are fulfilled, the Merger
Agreement shall become effective upon fulfilment of
all of the following conditions (none of which is
capable of being waived) (the ‘“Conditions to
effectiveness™):

(1) the passing of special resolution(s) by a majority
of not less than two-thirds of the votes cast by
way of poll by the Shareholders present and
voting in person or by proxy at the EGM to
approve the Merger under the Merger Agreement
in accordance with the Articles and PRC Laws;
and

(2) the passing of special resolution(s) by way of poll
approving the Merger under the Merger
Agreement at the H Shareholders’ Class Meeting
to be convened for this purpose, provided that: (a)
approval is given by at least 75% of the votes
attaching to the H Shares held by the Independent
H Shareholders that are cast either in person or
by proxy; and (b) the number of votes cast
against the resolution is not more than 10% of the
votes attaching to all H Shares held by the
Independent H Shareholders.

If the above Conditions to effectiveness are not
fulfilled by the Long-stop Date, the Merger Agreement
may be terminated by either party. Please also refer to
the paragraph headed “Termination” in this section.

After the Merger Agreement becomes effective upon
fulfilment of the Pre-Conditions and all the Conditions
to effectiveness, the implementation of the Merger
shall be subject to the following conditions being
fulfilled (the ‘“Conditions to implementation”,
together with the Conditions to effectiveness,
collectively, the “Conditions”):

(1) there being no material breach of the
representations, warranties or undertakings given
by the Offeror in the Merger Agreement on the
Delisting Date which has a material adverse
impact on the Merger;
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Payment of consideration

(2) there being no material breach of the
representations, warranties or undertakings given
by the Company in the Merger Agreement on the
Delisting Date which has a material adverse
impact on the Merger;

(3) there being no law, restriction or prohibition of
any governmental authority or any judgment,
decision or adjudication of any court on the
Delisting Date which restricts, prohibits or
terminates the Merger; and

(4) the necessary approval or filing for the listing (by
way of introduction) of, and permission to deal
in, the Offeror H Shares on the Stock Exchange
pursuant to the Listing under Pre-Condition (2)
not having been withdrawn and remain valid.

The Company shall be entitled to waive Condition (1)
above and the Offeror shall be entitled to waive
Condition (2) above. Conditions (3) and (4) above are
not capable of being waived. If the above Conditions
to implementation are not fulfilled or if applicable,
waived, by the Long-stop Date, the Merger Agreement
may be terminated by the relevant party as detailed in
the paragraph headed “Termination™ in this section.

As at the Latest Practicable Date, the Pre-Conditions
had been fulfilled (as stated in the joint announcement
dated 27 June 2025 made by the Offeror and the
Company) and none of the Conditions had been
fulfilled or waived.

The Offeror shall, as soon as possible and in any event
no later than seven (7) business days after fulfilment
(or waiver, as applicable) of the Pre-Conditions and all
the Conditions (being the Conditions to effectiveness
and the Conditions to implementation), issue the
Offeror H Shares to all Share Exchange Shareholders
as the consideration of the Share Exchange.

All rights attaching to all H Shares held by the Share
Exchange Shareholders shall cease to have effect from
and including the Settlement Date and the relevant H
Shares shall be cancelled. The share certificates for all
H Shares held by the Share Exchange Shareholders
will cease to have effect as documents or evidence of
title from and including the Settlement Date.
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Issuance of Shares,
Discloseable Transactions,
Frustrating Actions and
Dividend

Unless with the prior written consent of the Offeror,
the Company shall not: (i) issue any Shares; (ii) carry
out any material acquisition or disposal which may
constitute a “discloseable transaction” under Chapter
14 of the Listing Rules; (iii) declare, make or pay any
dividend or other distribution (whether in cash or in
kind) to the Shareholders (save for the Special
Dividend); or (iv) carry out any other action that may
constitute a frustrating action pursuant to Rule 4 of the
Takeovers Code, in each case from the date of the
Merger Agreement to the date of termination of the
Merger Agreement or the Delisting Date (whichever is
earlier), provided that this shall not apply to (1) any
profit distribution plan (pending approval by
Shareholders’ meeting) which has been announced by
the Company prior to the date of the Merger
Agreement but has not yet been implemented; or (2)
any transaction which has been announced by the
Company prior to the date of the Merger Agreement
but has not yet been completed.

Neither the Offeror nor the Company intends to
declare and/or pay any dividend (save for the Special
Dividend, the details of which are set out in the
section headed ‘5. PROPOSED SPECIAL
DIVIDEND” below) before the Delisting Date or the
date on which the Merger is not approved or otherwise
lapses (as the case may be). Neither the Offeror nor
the Company has declared but not yet paid any
dividend and/or distributions with a record date falling
before the Delisting Date or the date on which the
Merger is not approved or otherwise lapses (as the
case may be) and not yet paid.
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Right of a Dissenting
Shareholder

According to the PRC Company Law and the Articles,
any Dissenting Shareholder may by written notice
request the Company to acquire its Shares at a ‘“‘fair
price”.

If any Dissenting Shareholder exercises its right, a
third party designated by the Company which is not
acting in concert with the Offeror will acquire the
Shares held by that Dissenting Shareholder at a “fair
price”’. The requirements regarding the right of
Dissenting Shareholders to have their Shares being
acquired at a ““fair price” are pursuant to the PRC
Company Law and the Articles. There is no
administrative guidance on the substantive as well as
the procedural rules as to how the “fair price” will be
determined. Thus no assurance can be given as to any
favourable results to the Dissenting Shareholders who
have validly exercised such right and the cost may be
incurred by the Dissenting Shareholders in the process
of exercising such right and determining the “fair
price”.

Any Shares so acquired by the designated third party
will be exchanged into the Offeror H Shares according
to the Share Exchange Ratio on the Share Exchange
Date, which will be held by the designated third party
after the Share Exchange. Upon completion of the
acquisition of such Shares by the designated third
party from the Dissenting Shareholder, the Dissenting
Shareholder shall not be entitled to make any further
request to the Offeror, the Company and/or any other
Shareholders who voted in favour of the Shareholders’
resolutions in respect of the Merger Agreement, the
Merger and the relevant arrangements, nor shall such
Dissenting Shareholder have the right to exchange its
Shares into the Offeror H Shares.
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The exercise of its right by a Dissenting Shareholder is
subject to the following criteria:

(1) such Dissenting Shareholder having validly voted
against the resolutions in respect of the Merger
Agreement, the Merger and the relevant
arrangements at the EGM and the H
Shareholders’ Class Meeting;

(2) such Dissenting Shareholder having been validly
registered as a Shareholder on the register of
members of the Company since the record date
for the EGM and the H Shareholders’ Class
Meeting, and having held such Share(s) in respect
of which it intends to exercise its right until the
Dissenting Shareholders Settlement Date; and

(3) such Dissenting Shareholder having exercised its
right during the Declaration Period in any event.

A Shareholder is not entitled to exercise its right in
respect of such Share(s) held by it if:

(1) such Shareholder has undertaken to the Company
to waive its right; or

(2) such Shareholder is prohibited from exercising its
right in accordance with applicable laws; or

(3) any Share held by such Shareholder is subject to
pledge, other third-party rights or judicial
moratorium, without having legally obtained
written consent or approval obtained from the
relevant pledgee, third party or competent
authority.

As at the Latest Practicable Date, to the best of the
Company’s knowledge after having made reasonable
enquiries, no such Shareholder not entitled to exercise
its right for any of the reasons above exists.
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Termination

If a Dissenting Shareholder exercises its right, it shall
return the Offeror H Shares received (if any) to the
Offeror or its designated entity in an appropriate
manner before the Dissenting Shareholders Settlement
Date, otherwise such Dissenting Shareholder shall be
deemed to have waived, and will no longer be able to
exercise, its right in respect of the Shares held by it.
For the avoidance of doubt, regardless of when the
Dissenting Shareholder exercises its right, the
Dissenting Shareholder will be deemed to have ceased
to have any right in respect of the Shares (other than
the right to request for a ‘fair price” pursuant to
exercise of its right) as from the Dissenting
Shareholders Settlement Date.

Further announcement(s) will be made by the Offeror
and the Company in the event of any the exercise of
the right of Dissenting Shareholders.

Subject to the requirements of the Takeovers Code and
the regulatory requirements of the SFC and the Stock
Exchange, the Merger Agreement may be terminated
before the implementation of the Merger in any of the
following circumstances:

(1) by either the Offeror or the Company, if

(i) any competent governmental authority issues
any order, decree, ruling or take any other
actions which permanently restricts, impedes
or otherwise prohibits the Merger and which
is final, binding and not capable of being
appealed (both the Offeror and the Company
shall use reasonable endeavours to procure
the withdrawal of such order, decree, ruling
or action); or

(i) the Conditions to effectiveness not having
been fulfilled on or before the Long-stop
Date;
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(2)

3)

by the Offeror, if the Company commits a
material breach of the representations, warranties
and undertakings under the Merger Agreement or
any other agreement related to the Merger which
has a material adverse impact on the Merger and
such breach is not remedied by the Company
within 30 days following written notice from the
Offeror; or

by the Company, if the Offeror commits a
material breach of the representations, warranties
and undertakings under the Merger Agreement or
any other agreement related to the Merger which
has a material adverse impact on the Merger and
such breach is not remedied by the Offeror within
30 days following written notice from the
Company.

Pursuant to Note 2 to Rule 30.1 of the Takeovers Code, the Offeror and the Company
may only invoke any or all of the Conditions (1) to (4) set out in the paragraph headed
“Conditions to implementation” in this section or terminate the Merger Agreement in
accordance with the paragraph headed “Termination” in this section as a basis for not
proceeding with the Merger only if the circumstances which give rise to the right to invoke any

such condition or termination right are of material significance to the Offeror in the context of
the Merger.

4.

SHARE EXCHANGE RATIO AND COMPARISON OF VALUE

Basis for determining the Share Exchange Ratio

The Share Exchange Ratio of 0.263614 new Offeror H Share for every Share
Exchange H Share cancelled was determined on commercial basis on arm’s length terms
after taking into account, among other things:

(a)

(b)
(©)

the theoretical value of the Offeror H Shares under the Merger for each Share
Exchange H Share, which is attractive for the Share Exchange Shareholders and
represents a higher premium rate compared to the value of shares being offered
as consideration in previous transactions involving privatisation and listing by
way of introduction in Hong Kong;

the historical performance of the Offeror and the Company;

the prevailing and historical market price levels of the Company and the
historical and current trading multiples of certain of the respective comparable
companies of the Company;
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(d) the business potential of the Offeror Group after the Merger takes effect and the
potential benefits of the Listing and the Merger for the Share Exchange
Shareholders; and

(e) the fact that the Offeror H Shares are being offered as consideration under the
Merger, and that following completion of the Listing and the Merger, the
Company will be merged into the Offeror and thus, the Share Exchange
Shareholders will be able to continue to participate in the performance of the
Company directly.

Valuation and comparisons of value

The Valuation Adviser appointed by the Offeror to value the Offeror H Shares has
estimated that the value of each Offeror H Share as at 31 December 2024 is in the range
of approximately RMB61.18 to RMB74.32 (equivalent to approximately HK$67.04 to
HK$81.44 based on the Exchange Rate) and is approximately RMB67.02 (equivalent to
approximately HK$73.45 based on the Exchange Rate) based on the methodology detailed
in Appendix II to this document. On the basis of such valuation and that the Share
Exchange Shareholders will receive 0.263614 Offeror H Share for every Share Exchange
H Share cancelled, the theoretical value of the Offeror H Shares under the Merger for
each Share Exchange H Share will be HK$19.36 and in the range of approximately
HK$17.67 to HK$21.47.

The foregoing paragraph is subject to and should be read in conjunction with the
bases, limitations and assumptions set out in the Valuation Report set out in Appendix II
to this document (pages II-1 to II-49 of this document), which has been reported on by
CICC in accordance with Rules 10.3(b), 11.1(a) and 11.1(b) of the Takeovers Code. In
particular, Shareholders, investors and potential investors should note that the value
of the Offeror H Shares estimated by the Valuation Adviser does not represent the
trading price of the Offeror H Shares immediately following completion of the
Listing or at any time. The trading price of the Offeror H Shares may fluctuate
subject to prevailing market conditions and may materially differ from the value
estimated by the Valuation Adviser. The trading price of the Offeror H Shares may
fluctuate subject to prevailing market conditions and may materially differ from the
value estimated by the Valuation Adviser. Accordingly, Shareholders, investors and
potential investors should not rely on the Valuation Adviser’s estimated value of the
Offeror H Shares as the basis for the trading price of the Offeror H Shares upon
completion of the Listing.
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On the basis of (1) the Share Exchange Ratio of 0.263614 Offeror H Share for every
Share Exchange H Share cancelled and (2) the value estimated by the Valuation Adviser
as at 31 December 2024 of HK$73.45 per Offeror H Share, the theoretical value of the
Offeror H Shares under the Merger is equivalent to approximately HK$19.36 for each
Share Exchange H Share and represents:

(a)

(b)

(©

(d)

(e)

()

(2)

(h)

a premium of approximately 72.24% over the closing price of HK$11.24 per
Share as quoted on the Stock Exchange as at the Last Trading Day;

a premium of approximately 98.77% over the closing price of HK$11.24 per
Share as quoted on the Stock Exchange on the Last Trading Day less the
Special Dividend resulting in a net price of HK$9.74 per Share;

a premium of approximately 115.83% over the average closing price of
approximately HK$8.97 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 30 trading days up to and including the Last
Trading Day;

a premium of approximately 159.17% over the average closing price of
approximately HK$8.97 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 30 trading days up to and including the Last
Trading Day less the Special Dividend resulting in a net price of HK$7.47 per
Share;

a premium of approximately 116.07% over the average closing price of
approximately HK$8.96 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 90 trading days up to and including the Last
Trading Day;

a premium of approximately 159.52% over the average closing price of
approximately HK$8.96 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 90 trading days up to and including the Last
Trading Day less the Special Dividend resulting in a net price of HK$7.46 per
Share;

a premium of approximately 130.48% over the average closing price of
approximately HK$8.40 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 120 trading days up to and including the Last
Trading Day;

a premium of approximately 180.58% over the average closing price of
approximately HK$8.40 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 120 trading days up to and including the Last
Trading Day less the Special Dividend resulting in a net price of HK$6.90 per
Share;
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(1)

G

(k)

@

(m)

(n)

(0)

(p)

)]

a premium of approximately 146.94% over the average closing price of
approximately HK$7.84 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 180 trading days up to and including the Last
Trading Day;

a premium of approximately 205.36% over the average closing price of
approximately HK$7.84 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 180 trading days up to and including the Last
Trading Day less the Special Dividend resulting in a net price of HK$6.34 per
Share;

a premium of approximately 29.93% over the closing price of HK$14.90 per
Share as quoted on the Stock Exchange on the Latest Practicable Date;

a premium of approximately 44.48% over the closing price of HK$14.90 per
Share as quoted on the Stock Exchange on the Latest Practicable Date less the
Special Dividend resulting in a net price of HK$13.40 per Share;

a premium of approximately 36.82% over the average closing price of
approximately HK$14.15 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 30 trading days up to and including the Latest
Practicable Date;

a premium of approximately 53.04% over the average closing price of
approximately HK$14.15 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 30 trading days up to and including the Latest
Practicable Date less the Special Dividend resulting in a net price of HK$12.65
per Share;

a premium of approximately 62.42% over the average closing price of
approximately HK$11.92 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 90 trading days up to and including the Latest
Practicable Date;

a premium of approximately 85.80% over the average closing price of
approximately HK$11.92 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 90 trading days up to and including the Latest
Practicable Date less the Special Dividend resulting in a net price of HK$10.42
per Share;

a premium of approximately 71.18% over the average closing price of
approximately HK$11.31 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 120 trading days up to and including the Latest
Practicable Date;
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(r) a premium of approximately 97.35% over the average closing price of
approximately HK$11.31 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 120 trading days up to and including the Latest
Practicable Date less the Special Dividend resulting in a net price of HK$9.81
per Share;

(s) a premium of approximately 82.13% over the average closing price of
approximately HK$10.63 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 180 trading days up to and including the Latest
Practicable Date;

(t) a premium of approximately 112.05% over the average closing price of
approximately HK$10.63 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 180 trading days up to and including the Latest
Practicable Date less the Special Dividend resulting in a net price of HK$9.13
per Share;

(u) a premium of approximately 164.12% over the consolidated net asset value per
Share as at 31 December 2022 of approximately HK$7.33 (based on a total of
879,967,700 Shares in issue as at the Latest Practicable Date and the equity
attributable to owners of the Company of RMBS5,884,884,000 (equivalent to
approximately HK$6,449,187,945 based on the Exchange Rate) as at 31
December 2022) derived from the audited consolidated financial statements for
the year ended 31 December 2022, as disclosed in the annual report of the
Company published on 23 April 2023;

(v) a premium of approximately 95.95% over the consolidated net asset value per
Share as at 31 December 2023 of approximately HK$9.88 (based on a total of
879,967,700 Shares in issue as at the Latest Practicable Date and the equity
attributable to owners of the Company of RMB7,935,513,000 (equivalent to
approximately HK$8,696,452,603 based on the Exchange Rate) as at 31
December 2023) derived from the audited consolidated financial statements for
the year ended 31 December 2023, as disclosed in the annual report of the
Company published on 26 April 2024; and

(w) a premium of approximately 82.64% over the consolidated net asset value per
Share as at 31 December 2024 of approximately HK$10.60 (based on a total of
879,967,700 Shares in issue as at the Latest Practicable Date and the equity
attributable to owners of the Company of RMBS&,508,196,000 (equivalent to
approximately HK$9,324,050,411 based on the Exchange Rate) as at 31
December 2024) derived from the audited consolidated financial statements for
the year ended 31 December 2024, as disclosed in the annual report of the
Company published on 28 April 2025.

The Merger will be implemented at the Share Exchange Ratio. The comparisons
above are provided solely for the convenience of investors. They are illustrations only.
Shareholders should use the comparisons with care and take into account other disclosures
in this document, including the reasons and benefits of the Merger.
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The Share Exchange Ratio will not be adjusted and the Offeror does not reserve
the right to do so.

Highest and lowest prices

During the Relevant Period, the highest closing price of the H Shares as quoted on
the Stock Exchange was HK$15.26 on 12 June 2025 and the lowest closing price of the H
Shares as quoted on the Stock Exchange was HK$6.27 on 9 October 2023.

Value of the Merger

As at the Latest Practicable Date, there are 879,967,700 Shares in issue, comprising
653,767,700 H Shares and 226,200,000 Domestic Shares. The Offeror holds
approximately 51.41% of the Shares, comprising (a) a direct shareholding of 226,200,000
Domestic Shares (representing all of the Domestic Shares in issue and approximately
25.71% of the total issued share capital of the Company) and (b) an indirect shareholding
of 226,200,000 H Shares through its wholly-owned subsidiary HEC (Hong Kong)
(representing approximately 34.60% of the total number of H Shares in issue and
approximately 25.71% of the total issued share capital of the Company).

On the basis of the theoretical value of the Offeror H Shares per Share Exchange H
Share (being the theoretical value of the Offeror H Shares determined on the basis of the
estimated value of each Offeror H Share being approximately HK$73.45 as at 31
December 2024 as estimated by the Valuation Adviser), assuming (i) there will be no
change in the number of Shares in issue prior to the Share Exchange Record Date; (ii) the
Merger Agreement becomes effective and (iii) there will be no Dissenting Shareholder
whose H Shares will not form part of the Share Exchange, the Merger values all of the
Share Exchange H Shares at approximately HK$8,278.76 million, and the entire issued
share capital of the Company at approximately HK$17,038.33 million.

On the basis of such number of Share Exchange H Shares and the Share Exchange
Ratio, upon the fulfilment (or waiver, as applicable) of the Pre-Conditions and the
Conditions, an aggregate of 112,712,832 Offeror H Shares (representing approximately
24.29% of the entire issued share capital of the Offeror as at the Latest Practicable Date,
or approximately 19.55% of the entire issued share capital of the Offeror as enlarged by
the issuance of such Offeror H Shares), will be issued by the Offeror.

All of the Offeror H Shares to be issued as consideration to the Share Exchange
Shareholders will be free from all liens, charges and encumbrances and together with all
rights attaching to them, including the right to receive all dividends and other
distributions and the issuance of the Offeror H Shares to the Share Exchange
Shareholders will be implemented in full in accordance with the terms of the Merger
without regard to any lien, right of set-off, counterclaim or other analogous right to which
the Offeror may otherwise be, or claim to be, entitled against such Share Exchange
Shareholders.
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5. PROPOSED SPECIAL DIVIDEND

Considering (1) the Company’s intention to return value to the Shareholders in the hope
of the Shareholders’ continuous support of the Offeror’s listing by introduction and future
development and (2) the Company’s intention to provide Shareholders with good cash returns
despite the underperformance of the stock market, subject to the fulfilment (or waiver, as
applicable) of all the Pre-Conditions and the Conditions, the Company will pay a special
dividend to the Shareholders whose names appear on the register of members of the Company
on the Special Dividend Record Date other than the Offeror and its subsidiaries (if applicable).
The Offeror and its subsidiaries (if applicable) will waive their entitlements to the Special
Dividend.

The Special Dividend will only be paid to the Shareholders if (1) the payment of the
Special Dividend has been approved by an ordinary resolution by simple majority of votes
cast by the Shareholders present and voting in person or by proxy at the EGM; and (2)
all of the Pre-Conditions and the Conditions have been fulfilled or waived (as applicable),
and thus the Special Dividend may or may not materialise. Shareholders, investors and
potential investors in the securities of the Company should therefore exercise caution
when dealing in the securities of the Company. Persons who are in doubt as to the action
to take should consult their stockbroker, bank manager, solicitor or other professional
advisers.

The payment of the Special Dividend will not result in any adjustment to the Share
Exchange Ratio.

6. REASONS AND BENEFITS OF THE MERGER AND THE LISTING
Benefits of the Merger and the Listing to the Company

The Offeror plans to further integrate with the Company to become a comprehensive
pharmaceutical company driven by independent R&D with integrated capacities in R&D,
production and commercialisation, further capitalising on the economies of scale and
synergies to unleash greater growth potential.

(1) Through the Merger, the Post-Merger Offeror will become an integrated
pharmaceutical company engaging in R&D, production and commercialisation of
pharmaceutical products, and consolidate its position as a comprehensive
pharmaceutical company

Before the completion of the Merger, as a result of the non-compete agreement
between the Company and the Offeror, there is a clear division of business between the
Company and the Offeror. The Offeror is responsible for the pharmaceutical R&D and
overseas sales, while the Company is responsible for the domestic commercialisation of
pharmaceutical products. The Company currently does not have a strong in-house R&D
system, and its revenue and profits are mainly generated from the sales of its major
product, Kewei (oseltamivir phosphate). Its product structure is relatively simple and its
channels for acquiring new products are limited. Through the full integration of the
Offeror’s and the Company’s businesses, the Post-Merger Offeror will promote the
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vertically integrated operation and management of pharmaceutical R&D, production and
commercialisation. By combining the Offeror’s R&D capability and robust drug pipeline
and the Company’s strong nationwide sales network, the Post-Merger Offeror will benefit
from the synergy of the Merger. The Offeror will reduce its dependence on its major
products with the Post-Merger Offeror’s diverse and robust drug pipeline, achieve long-
term sustainable growth, expand its market value, and consolidate its position as a
comprehensive pharmaceutical company.

(2) Integrating domestic and overseas sales channels to build an extensive sales
network

Before the completion of the Merger, as a result of the non-compete agreement and
to avoid competition between the Company and the Offeror, the Company was solely
responsible for the commercialisation of pharmaceutical products in China, while the
Offeror was solely responsible for the pharmaceutical R&D and overseas sales. After
years of development, the Company has formed a large domestic sales network in the
PRC, while the Offeror has built an extensive sales network which covers eight
jurisdictions and regions including but not limited to the United States, Germany, and the
United Kingdom. The Offeror has established an independent brand with good reputation
and formed certain sales capabilities. By combining the sales channels of the Company
and the Offeror, the Post-Merger Offeror will form a fully-integrated extensive sales
network. As a result, the Post-Merger Offeror can carry out its business operations with
more flexibility and respond to the unmet medical demands for different pharmaceutical
products without being subject to the constraints of the non-compete agreement and
provide its diverse and robust pipeline of pharmaceutical products to both domestic and
overseas markets in the future, which the board of the Offeror believe is essential for the
creation of a global pharmaceutical company and the enhancement of our market position
and influence.

(3) Improving overall corporate efficiency for long-term sustainable and resilient
growth

Under the current management arrangement, the review chain of major business
decision-making processes is long and requires the approval from both the Company and
the Offeror. It also takes a long time to complete the approval process for connected
transactions of the Company. As a result, strategic opportunities for product development
may be missed. After completion of the Merger, the businesses of the Company and the
Offeror will be integrated to optimise the management structure, shorten the business
decision-making process, improve the management operation efficiency and integrate the
R&D systems, production facilities and sales networks, thus achieving long-term
sustainable and resilient growth.
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Benefits of the Merger and the Listing to the Share Exchange Shareholders

The board of the Offeror believes that the Post-Merger Offeror will be an attractive
investment opportunity for the Share Exchange Shareholders. Upon completion of the
Merger, the Share Exchange Shareholders may continue to invest in the Company (as part
of the Post-Merger Offeror) which will be equipped with excellent commercialisation
capabilities; they may also benefit from the potential synergy that may be achieved as a
result of the Merger. Apart from the greater capital market potential of the investment
target, the Share Exchange Shareholders will also directly receive immediate cash benefits
by way of Special Dividend of HK$1.50 per Share to be distributed by the Company, thus
enabling the Share Exchange Shareholders to realise a certain level of capital return from
their investment. As the Offeror does not need to raise capital in connection with the
Listing, the proposed transaction will be less exposed to capital market volatility. In
summary, the board of the Offeror believes that the overall transaction structure is in the
interests of the Share Exchange Shareholders and that the long-term benefits to the Share
Exchange Shareholders include the following:

(1) The Offeror’s integrated in-house R&D system and its R&D platform that covers
the complete drug development cycle enabling the Offeror to achieve long-term
value creation

In order to drive the long-term sustainable development of the Company, in addition
to maintaining the revenue growth from the existing pharmaceutical products, the
Company also needs to build a robust product pipeline and continue to introduce new
products to ensure long-term growth. The Offeror has strong pharmaceutical R&D
capabilities in the PRC, and has established an integrated in-house R&D system and an
R&D platform that covers the complete development cycle of chemical drugs and
biologics. It has in-house and systematic R&D capabilities, enabling rapid
commercialisation of the Offeror’s drugs under development.

Leveraging its R&D platforms, the Offeror has established a diverse and robust
product pipeline in three major therapeutic areas with huge unmet clinical needs, and has
formed differentiated development paths in each R&D field: (1) its pipeline of anti-
infective drugs covers indications such as hepatitis B, hepatitis C, influenza and acute
respiratory infection; (2) in the field of chronic diseases, the Offeror has built a strong
diabetes drug portfolio and is continuing to expand product lines to cover respiratory
diseases such as pulmonary fibrosis, pulmonary hypertension, chronic obstructive
pulmonary disease and asthma, and is gradually expanding to metabolic disorders such as
gout and obesity and neuropsychiatric disorders; (3) its oncology pipeline focuses on the
treatment of solid tumour and blood cancers (hematological malignancy) utilising
technologies such as precise targeting.
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Through this integration, the Share Exchange Shareholders will become the
shareholders of the Post-Merger Offeror, and benefit from the R&D results produced by
its R&D platforms focusing on the three key therapeutic areas. The Post-Merger Offeror
will achieve a virtuous cycle in respect of its business model of integrated R&D,
production and commercialisation focusing on innovative new drugs, while continue to be
involved in modified new drugs, generic drugs and biosimilars. The Post-Merger Offeror’s
major products will continuously generate strong cash flow to support R&D investment,
and its strong R&D capabilities will further strengthen its product portfolio and expand its
market shares, which will be conducive to sustainable business growth and long-term
value creation.

(2) Eliminating connected transactions; improving operational efficiency and
expanding economies of scale

Under the current shareholding structure, the Offeror and the Company are required
to comply with their non-compete agreement and the connected transaction requirements
under the Listing Rules.

After the completion of the Merger, the Post-Merger Offeror will be able to complete
the integration of R&D, manufacturing and commercialisation, resulting in a more
streamlined and efficient decision-making process, which enables it to respond to market
demands more rapidly and with more reasonable commercial arrangements. In addition,
after the Merger, the Post-Merger Offeror will be able to utilise the combined supply
chain system and manufacturing bases, which will significantly reduce the number of
continuing connected transactions between the Offeror and the Company, as well as the
restrictions from non-compete agreement. This is expected to further reduce procurement
and manufacturing costs, thereby enhancing management efficiency, lowering overall
operating expenses, maximising cooperation synergies, and achieving economies of scale.

(3) Competitive exchange premium and cash return level

The theoretical value of the Offeror H Shares under the Merger will present the
Share Exchange Shareholders with an attractive premium over the market value of the
Company, with an implied value of the Share Exchange H Shares that is significantly
higher than recent historical trading prices of the Shares. In addition, the Share Exchange
Shareholders will be able to realise a level of capital return on their investment by
receiving immediate cash value directly through the Special Dividend. At the same time,
the Share Exchange Shareholders will also be able to share the revenue and profits to be
realised by the Offeror in the future and obtain a long-term return on their capital
investment.
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(4) Enhancing overall performance in the capital market

Firstly, prior to the implementation of the Merger, the Company did not have an
independent R&D system, and its capital market valuation was at a low level. After
completion of the Merger, the Post-Merger Offeror will become a comprehensive
pharmaceutical enterprise integrating R&D production and commercialisation, as well as a
listed entity with a complete business chain, which will enhance investors’ market
confidence in the Post-Merger Offeror.

Secondly, the Company will significantly reduce the number of continuing connected
transactions that it involves, and the restrictions from non-compete agreement, which will
be beneficial in reducing its administrative and compliance costs, thus boosting overall
business performance.

Thirdly, prior to the implementation of the Merger, the Company’s sources of
business revenue and profits were relatively concentrated. After completion of the
Merger, the Post-Merger Offeror will have stronger R&D capabilities and a more diverse
drug pipeline to respond to changing market competition, which will increase its long-
term investment value. The above changes will also make the Post-Merger Offeror more
attractive to investors.

In summary, after the Merger becomes unconditional and upon completion of the
Listing, the Post-Merger Offeror will become a comprehensive pharmaceutical enterprise
integrating R&D, production and sales, with reduced management and compliance costs,
and a steady and continuous growth in its revenue and profits, all of which will enhance
the Post-Merger Offeror’s overall performance in the capital market.

Strategic Plans of the Offeror Group

The Offeror is committed to becoming a vertically integrated world-class
pharmaceutical company under the dual driving forces of innovation and
internationalisation, supported by its excellent commercialisation capabilities. By
adhering to the corporate mission of “scientific innovation of new drugs for high-quality
of healthy life”’, and focusing on research and development, production and
commercialisation of innovative drugs, modified new drugs, generic drugs and
biosimilars, the Offeror is dedicated to developing products with breakthrough potential
in both domestic and overseas markets. Through this, the Offeror intends to achieve
structural optimisation and business integration. The Merger and the Listing will enable
the Offeror to reap further synergies from the integration of “research, production and
marketing” and enhance its market competitiveness, which will in turn maximise returns
for the Company’s and the Offeror’s shareholders.

—40 -



LETTER FROM THE BOARD

(1) Clarify the direction of future development and enhance the ability to give back to
shareholders

Prior to the completion of the Merger, the Company is still at the stage of
continuously exploring further development opportunities. Although the Company has
achieved profitability in recent years, the Company’s dividend policy is relatively
conservative due to the need to respond to the opportunities and challenges brought about
by rapid changes in the market. Upon completion of the Merger, the Post-Merger Offeror
group will have a clear development direction to become a comprehensive pharmaceutical
enterprise integrating research, production and sales. The overall improvement in
competitiveness of the Post-Merger Offeror will enhance its ability to give back to
shareholders.

(2) Increase capital efficiency and expedite product innovation, continuously
upgrading product technology to enhance market dominance

Upon completion of the Merger, the Post-Merger Offeror will be able to invest its
strong operating cash flow into its research and development activities, thus significantly
improving the efficiency of its use of funds and providing sufficient support to its
research and development pipeline. With ample funds available, the Post-Merger Offeror
will continue to invest in the enhancement of its own research and development platform
to provide patients with better healthcare solutions and high-quality and affordable
pharmaceutical products, with a focus on drugs for fields of indications with huge market
potential. Such strong research and development capabilities will also continue to enrich
its range of long-term commercialised products in the future, allowing it to build a strong
foundation for sustainable business growth and long-term value creation.

(3) Reduce the competition and connected transactions between the Company and the
Offeror as well as enhance operational efficiency

After completion of the Share Exchange, the Post-Merger Offeror will be able to
benefit from a more streamlined decision-making process and reduced business decision-
making time since restrictions arising from the non-compete agreement between the
Company and the Offeror will no longer be applicable and transactions between both
parties will no longer constitute connected transactions under the Listing Rules. Upon
completion of the Merger, the Post-Merger Offeror will be able to promptly respond to
market changes and various challenges, and flexibly adapt its various drug sales channels
to facilitate the dual globalised development of market and technology, creating a Chinese
brand that is set to become a world-class pharmaceutical company.
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(4) Establish presence in the global capital market and enhance its corporate image

Upon completion of the Listing, the Post-Merger Offeror will be able to tap into the
international capital market as a listed company. After Listing, the Post-Merger Offeror
can further enhance its business agility through flexible financing. Upon the Merger
becoming unconditional and the Listing being completed, the Post-Merger Offeror will be
listed on the Main Board of the Stock Exchange with a view to becoming a leading listed
pharmaceutical company, which will help enhance its image and market presence among
its customers, suppliers and other business partners. At the same time, following the
completion of the Listing, the Post-Merger Offeror can take advantage of its new status as
a listed company to widely attract talents through potential and diverse equity incentive
schemes, which in turn will also benefit all the Share Exchange Shareholders.

Future Development and Integration Initiatives

(1) Facilitate the integration and development of research and development platforms
and product pipelines to consistently strengthen competitiveness

The Post-Merger Offeror will remain devoted to building an all-round and
comprehensive independent research and development system and research and
development platform that covers the complete life cycle of drugs, while continuing to
invest in the upgrading of its research and development platform and technology, so as to
facilitate the continuous commercial development of products such as innovative drugs,
modified new drugs, generic drugs and biosimilars, with an aim to continuously enhance
its competitive advantage by creating a stable, sustainable and tiered product pipeline.

(2) Enhance its renowned brand image and establish an efficient distribution network

The Post-Merger Offeror will continue to promote the presence of its brand in the
market. Leveraging the leading market position, brand awareness of Kewei and its rich
product pipelines, the Post-Merger Offeror will be able to not only enhance its brand
image as a leading vertically integrated pharmaceutical company that integrates drug
research and development, production and commercialisation, as well as continue to foster
its brand image as a PRC pharmaceutical company in the overseas market and boost its
international reputation through cooperation with overseas partners.

To facilitate the commercial development of the Post-Merger Offeror’s product
pipelines, the Post-Merger Offeror will continue its efforts to develop a more transparent
and efficient international distribution network, strengthen the digitalisation of its
marketing network and data analysis capabilities, enhance the efficiency of its sales
process, and optimise its branding and marketing strategies.
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(3) Optimise its overall production system and enhance systematic operational
efficiency

The Post-Merger Offeror will focus on upgrading all aspects of its production
system, accelerating the integration of production facilities and capacity planning,
strengthening the deployment of production automation and information technology,
coordinating supply chain resources and improving procurement and logistics planning.
These would further optimise its cost structure, and the quality of its product pipelines,
reduce costs and help deliver high-quality pharmaceutical products to its customers, which
in turn would enhance its systematic production operational efficiency.

(4) Consolidate structure and reduce governance costs

The Post-Merger Offeror will accelerate the integration of its mid-to-back office
structure and promote a smart mid-to-back office system that integrates all processes,
incorporating finance, research and development, sales, purchasing, inventory,
administrative office systems and digital infrastructure. Moreover, the Post-Merger
Offeror will optimise and adjust the previous arrangement for connected transactions to
improve decision-making and capital allocation efficiency, as well as reduce governance
costs.

The Board (other than members of the Independent Board Committee, whose views
are given in the section headed “LETTER FROM THE INDEPENDENT BOARD
COMMITTEE” of this document (pages IBC-1 to IBC-2 of this document)) is of the view
that the terms of the Merger are fair and reasonable and in the interests of the Company
and its Shareholders as a whole. Having considered the terms of the Merger Agreement
and taken into account the advice from Gram Capital, the Independent Board Committee
is of the view that the terms of the Merger Agreement and the proposed Merger are fair
and reasonable so far as the Independent H Shareholders are concerned.

7. FUTURE INTENTION OF THE OFFEROR

After the Merger, the Company will merge into the Offeror, with the Post-Merger Offeror
as the surviving entity, and will cease to exist as a separate legal entity. It is the intention of
the Offeror that it will continue to carry on its business as stated in the paragraph headed “(1)
Information on the Offeror” in the section headed “8. INFORMATION ON THE OFFEROR
AND THE COMPANY” below. It is also the intention of the Offeror that it will continue to
carry on the business of the Company as stated in the paragraph headed *“(2) Information on
the Company” in the section headed “8. INFORMATION ON THE OFFEROR AND THE
COMPANY” below following the Merger. The Post-Merger Offeror also plans to implement
strategies to achieve its business goals. Please refer to “Business — Our Strategies™ section of
the Appendix V — Listing Document (pages V-326 to V-329 of the Listing Document) to this
document for details.
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In view of the Merger, the Offeror will expect to review the holding structure of certain
business, assets, properties and operation units within the Offeror Group with a view to
streamlining and rationalising the holding structure. Accordingly, the Offeror expressly
reserves the right to make any changes in relation to such holding structure that it deems
necessary, appropriate or convenient in light of its review of the Offeror Group, in light of
future developments or in order to better integrate, generate maximum synergy or exploit full
economies of scale with other operations within the Offeror group.

The Offeror intends to continue the business of the Company, and does not intend to
make any significant changes to the business, the continued employment of the employees of
the Group and the deployment of fixed assets of the Company, other than in the ordinary
course of business.

It is expected that the integration will reduce the costs incurred as a result of the current
shareholding structure of the Offeror Group. In the future, the structure of the board of
directors of the Post-Merger Offeror will comply with the applicable regulatory requirements
of the Stock Exchange for the listing of the Offeror H Shares (assuming the Listing is
completed).

The Offeror anticipates that, the Merger will be conducive to: (i) facilitate the integration
and development of R&D platforms and product pipelines of the Offeror and the Company to
consistently strengthen competitiveness; (ii) enhance the Offeror and the Company’s renowned
brand image and establish an efficient distribution network; (iii) optimise the overall
production system and enhance systematic operation efficiency of the Offeror and the
Company; (iv) consolidating the structure and reduce governance costs of the Offeror and the
Company.

8. INFORMATION ON THE OFFEROR AND THE COMPANY
(1) Information on the Offeror
Overview of the Offeror

The Offeror was established on 29 December 2003. It is an integrated
pharmaceutical company driven by independent R&D, rooted in China and facing to
the world. It has full capabilities integrating R&D, production and sales. The Offeror
focuses on the three key areas of infection, chronic diseases and oncology. In
particular, according to the industry data collected by Frost & Sullivan, in 2024, the
sales of the Offeror’s oseltamivir phosphate products, including its top-selling
product, Kewei, accounted for 38.5% of the anti-influenza drug market in China.
With its extensive pipeline of anti-infective drugs, it has been approved by the
Ministry of Science and Technology of the PRC to establish a State Key Laboratory
of Anti-Infective Drug Development. The Offeror focuses on innovative drugs and is
also involved in modified new drugs, generic drugs and biosimilars. It currently has
a diverse and robust product portfolio. After over 20 years of experience, the Offeror
has established advanced R&D platform, facilities that meet international standards
and an extensive sales network. The Offeror has been named in the Top 20 of
“China Drug Research and Development Comprehensive Strength Ranking”
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published by Yaozhi.com, for seven consecutive years from 2017 to 2023. In 2023, it
was successfully selected as one of the “Top 100 Competitive Enterprises in Chinese
Pharmaceutical Industry” and ranked among the tier-one group of the “Top 100
Chinese Pharmaceutical Innovators for 2023 released by Healthcare Executive
Magazine.

The Offeror is committed to developing products with breakthrough potential. It
has built strong R&D capabilities and created a diverse and robust pipeline portfolio
with broad and deep indication coverage through differentiated molecular design and
comprehensive technology platforms. The Offeror has formed a large-scale,
professional and comprehensive R&D team with more than 1,100 personnels as of
31 December 2024, and has established a comprehensive and integrated independent
R&D system and a R&D platform covering the complete development cycle of
chemical drugs and biologics. Its R&D capabilities are independent and systematic,
which enables the Offeror to efficiently advance its drugs under development to
commercialisation. As of the Latest Practicable Date, the Offeror has 150 approved
drugs in the world, including in China, the United States and Europe, more than 100
drugs in the pipeline, including 49 Class I innovative drug candidates in China,
among which one innovative drug candidate was under the NMPA’s review for
launching and ten innovative drug candidates were in Phases II or III clinical trials.
The Offeror has successfully developed and launched three Class I innovative drugs
and applied for launching one Class I innovative drug through its in-house research
and development in China. The Offeror attaches great importance to the protection of
core technologies. Its patents cover new drug compounds, protein molecular
structures, manufacturing processes, usage and preparation formulation, providing a
solid and long-life patent protection strategy for the Offeror’s technologies, drugs
and drugs under development. As of 31 December 2024, the Offeror had applied for
a total of 2,446 invention patents, including 382 Patent Cooperation Treaty (PCT)
applications, 1,131 PRC domestic invention patents, and 933 overseas invention
patents; among which, a total of 1,401 invention patents have been granted by the
relevant patent authorities, including 746 PRC domestic invention patents and 655
overseas invention patents. According to Frost & Sullivan, the Offeror ranked first
among PRC pharmaceutical companies in the terms of the number of patents
published and the number of authorised patent announcements in China from 1
January 2014 to 31 December 2023, and the Offeror ranked 79th in the world and
10th in China in terms of the number of public invention patent applications for the
global biomedical industry in 2023.

As of 31 December 2024, the Offeror has two production bases in Songshan
Lake, Dongguan, Guangdong province and Yidu, Hubei province, the PRC, with a
total area of over 1,300 mu, covering the entire pharmaceutical production process in
respect of the formulation. It has production capabilities for tablets, capsules,
granules and dry suspensions. The Offeror has also formed a pharmaceutical
production and quality management system with international standards, aiming to
provide high-quality medicines and laying the foundation for the subsequent sales of
the Offeror’s products in overseas jurisdictions.
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The Offeror has an extensive sales network, covering China, Europe, North
America and other regions. In the domestic market, as of 31 December 2024, the
Offeror has a nationwide sales and distribution network and more than 1,884
professional sales personnels, covering 32 provincial-level regions and nearly 300
prefecture-level cities. The Offeror extensively covers more than 2,500 Class III
Hospitals, more than 9,600 Class II Hospitals and more than 89,000 Class I Hospitals
in the PRC as well as many large-scale national or regional pharmacy chains.

As at the Latest Practicable Date, the Offeror has a total issued share capital of
463,943,215 ordinary shares. The Offeror has no other relevant securities (as defined
in Note 4 to Rule 22 of the Takeovers Code) as at the Latest Practicable Date. The
ultimate controlling shareholders of the Offeror are Ms. Guo Meilan and her son Mr.
Zhang Yushuai controlling approximately 62.12% equity interests in the Offeror as
at the Latest Practicable Date. Please refer to the paragraph headed ‘““Shareholding in
the Company” in this section for further details. Please also refer to the Appendix V
— Listing Document to this document (including without limitation the sections
headed “Summary” (pages V-7 to V-38 of the Listing Document), “Business”
(pages V-310 to V-475 of the Listing Document) and “Future Plans and Prospects™)
(pages V-615 to V-617 of the Listing Document) for further information about the
Offeror and its financial and trading prospects.

Advantages of the Offeror

(i) The Offeror is a pharmaceutical company with vertically integrated capabilities
in research and development, production and commercialisation of
pharmaceuticals, ranking first in the PRC in terms of the sales revenue of
antiviral drugs for the past five years.

After over 20 years of development, the Offeror has managed to create a
virtuous circle in respect of its business model through its integrated capabilities in
R&D, production and commercialisation, and is one of the domestic pharmaceutical
companies with the ability to carry out international R&D and sales. The Offeror
continues to make forward-looking plans around drug innovation, focusing on the
three major fields of infectious diseases, chronic diseases and oncology. With its
excellent commercialisation capabilities, it continues to cultivate a large variety of
drugs, gradually growing into a company with comprehensive capabilities in R&D,
production and sales. Such competitive advantage can enhance the Offeror’s position
in the fast-growing pharmaceutical industry in China and around the world.

(a) The Offeror is one of the top PRC pharmaceutical companies in clinical
development of innovative drugs

The Offeror has one of the largest in-house R&D teams among PRC
pharmaceutical companies. It has formed a large-scale, professional and
comprehensive R&D team of more than 1,100 personnels. The core members of
the team have profound industry insights and rich drug R&D experience. The
Offeror has its own R&D platform and is one of the first companies in China to
get involved in the development of innovative drugs. It has created a series of
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innovative drug pipelines, with three Class I Innovative Drugs launched, one
Class I Innovative Drug under application for the NMPA’s review for launching
in China, and 10 Class I Innovative Drugs in Phases II or III clinical trials. The
Offeror’s pipeline assets and core technologies are also protected by a
comprehensive patent portfolio. As of 31 December 2024, the Offeror had
applied for a total of 2,446 invention patents, including 382 Patent Cooperation
Treaty (PCT) applications, 1,131 PRC domestic invention patents, and 933
overseas invention patents; among which, a total of 1,401 invention patents
have been granted by the relevant patent authorities, including 746 PRC
domestic invention patents and 655 overseas invention patents. Based on its
fruitful R&D results, the Offeror has won a number of national platform titles,
including the State Key Laboratory of Anti-Infective Drug Development (as
approved by the Ministry of Science and Technology of the PRC), the National
Intellectual Property Model Enterprise (as designated by the China National
Intellectual Property Administration) and a postdoctoral research workstation.
According to Frost & Sullivan, the Offeror is among the top PRC
pharmaceutical companies in terms of the number of innovative drugs under
clinical development.

International layout is also an important strategy for the sustainable
development of the Offeror. According to the report prepared by Frost &
Sullivan, the Offeror has commercialised pharmaceutical formulation overseas
and one of the PRC pharmaceutical companies with the largest number of
overseas approvals. With its Fingolimod capsule, a U.S. FDA approved first
generic drug, the Offeror has become the first PRC pharmaceutical company
that successfully challenged the patent of a novel drug in the U.S.. The Offeror
has also been conducting overseas clinical trials and have completed Phase I
clinical trials for four new drugs in the United States and Australia, two of
which have obtained FDA Orphan Drug Designation. The Offeror received FDA
clearance of IND application in respect of HEC88473 in February 2024 and
entered into an exclusive license and commercialisation agreement for
HEC88473 with Apollo Therapeutics Group Limited in November 2024.
According to the report prepared by Frost & Sullivan, the Offeror was one of
the only two PRC pharmaceutical companies to develop insulin products for the
U.S. market as of the Latest Practicable Date. According to the report prepared
by Frost & Sullivan, the Offeror ranked 16th among the top 30 pharmaceutical
companies in the world and 1st among PRC pharmaceutical companies in terms
of approved generic drugs from May 2018 to May 2019.
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(if)

(b) The Offeror is China’s No. 1 domestic company in sales of antiviral drugs
in the last five years and is steadily increasing its overseas market size

As of 31 December 2024, the Offeror had promoted and sold 48 drugs in
the PRC and 21 of which had been the winning bids in connection with the
centralised tender with respect to medicine procurement by the PRC authorities
including 5 insulin products which have become a reliable source of revenue for
the Offeror. Specifically, Kewei (oseltamivir phosphate), the Offeror’s sales
network covers more than 2,500 Class III Hospitals, more than 9,600 Class II
Hospitals and more than 89,000 Class I Hospitals in the PRC as well as many
large-scale national or regional pharmacy chains.

As one of the pioneers in preparation export, the Offeror has 70 approved
drugs abroad, including 36 in the United States and 31 in Europe. With the
Fingolimod capsule, an FDA approved first generic drug, the Offeror has
become the first PRC pharmaceutical company that successfully challenged the
patent of a novel drug in the US. The large number of overseas approvals the
Offeror has obtained can help the Offeror further improve its overseas market
position, strengthen its product supply chain, and expand its market size.

The Offeror has excellent R&D capabilities. It focuses on the fields of infectious
diseases, chronic diseases and oncology, and has established a differentiated
and high commercial potential drug pipeline:

(a) The Offeror has a clear-cut drug pipeline blueprint with leading positions
in key areas

The Offeror focuses on the three major fields of infectious diseases,
chronic diseases and oncology, focusing on the R&D of drugs for fields of
indications with huge market potential and clinical demand gaps. With its
independent R&D capabilities, the Offeror has a huge product cluster, including
150 approved drugs in various countries and regions and more than 100
products in the pipeline at different stages of R&D. In particular, the variety of
innovative drugs under clinical research ranks highly among domestic
pharmaceutical companies, and its abundant pipeline reserves ensure the
sustainable development and commercialisation of the Offeror’s products. It has
successfully developed and launched two Class I Innovative Drug and has
applications for launching two Class I Innovative Drugs in China through in-
house R&D.
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(b) The Offeror has a drug pipeline with differentiated advantages and high
commercial potential

Anti-hepatitis C drug pipeline: The Offeror has a commercialised Class I
Innovative Drug for the treatment of genotype-specific chronic hepatitis C
and has Class I Innovative Drug candidates for the treatment of pan-
genotypic chronic hepatitis C. It has the advantages of a complete pipeline,
independent intellectual property rights.

Anti-hepatitis B drug pipeline: Morphothiadine mesylate is the only anti-
hepatitis B virus capsid inhibitor in Phase III clinical trial in China and
had the leading clinical trial progress in the world.

Diabetes treatment drug pipeline: The Offeror has established a
comprehensive product portfolio and drug pipeline, including chemical
drugs and biologics, for the treatment of diabetes. Five insulin products
have been approved for sale in the Chinese market as of 31 December
2024 and one innovative drug will be launched soon.

Idiopathic pulmonary fibrosis treatment drug pipeline: Yinfenidone
hydrochloride is a Class I Innovative Drug candidate that the Offeror has
been developing in-house for the treatment of idiopathic pulmonary
fibrosis. It has completed Phase I clinical trials in China and the United
States, and has obtained orphan drug designation from the FDA. The
Offeror has been conducting its Phase II clinical trial in China and expects
to obtain interim analysis data to submit its Phase III clinical trial
application to the CDE to accelerate and the R&D and launching process
of yinfenidone hydrochloride. It is expected to bring safer and more
effective therapeutic drugs to patients with pulmonary fibrosis. The
Offeror plans to submit a new drug application after Phase III clinical
trial. When yinfenidone hydrochloride has been approved by the NMPA,
the Offeror will launch it to the market and start to generate revenue.
Subject to requirements of the NMPA, a Phase IV clinical trial may or may
not begin after yinfenidone hydrochloride has been approved. The Offeror
will conduct the Phase IV clinical trial as and when required by the
NMPA.

Drug pipeline for the treatment of AML: Clifutinib besylate is a Class I
Innovative Drug candidate the Offeror has been developing in-house for
the treatment of AML and is the first highly selective FLT3 inhibitor (a
type of targeted therapy used in the treatment of AML, which works by
blocking the activity of the FLT3 protein, a receptor tyrosine kinase that
plays a key role in the survival, proliferation and differentiation of
hematopoietic stem/progenitor cells) drug candidate developed by a PRC
pharmaceutical company via in-house R&D to enter Phase III clinical
trials.
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(iii) The Offeror has the ability to continue to innovate, and has established an
independent R&D platform that comprehensively covers the entire drug
development cycle:

The Offeror has formed comprehensive global independent discovery and
clinical development capabilities, covering chemistry, biology, pharmacology,
toxicology, clinical, production and control and regulatory matters. Through a high
degree of integration of all links, seamless operation and efficient support for drug
R&D is achieved. The comprehensive and integrated drug discovery and
development process has given the Offeror a significant advantage. In terms of small
molecule drug discovery, the Offeror has always adhered to independent original
research and innovation, and has established an early-stage drug R&D engine. Its 18
years of experience in the R&D of Class I Innovative Drugs has made the Offeror
one of the first companies in China to enter the R&D of innovative drugs. It has
established a complete R&D platform for recombinant proteins and antibodies. In
terms of clinical development, the Offeror has established strong internal clinical
development capabilities, with a clinical research team of more than 200 people. Its
expertise covers clinical medicine, clinical operations, data management,
biostatistics, clinical pharmacology, drug safety and other functions, covering all
aspects of clinical development. It can complete Phases I, II and III clinical studies
of innovative drugs independently, with high quality and speed.

In order to further promote the rapid discovery of candidate molecules, the
Offeror continues to improve its technology platform and iteratively optimise it. The
Offeror has built advanced technology platforms such as artificial intelligence driven
drug design, small nucleic acid, protein degradation-targeting chimeric molecules,
antibody-drug conjugates and specific antibodies to empower the research and
development of innovative drugs and enhance innovation. In addition, the Offeror is
committed to applying Al technology across all stages of drug research and
development and the Offeror has established multiple advanced Al-driven models to
enhance its innovation capabilities. It obtained the clinical trial approval for
HEC169584 in December 2024, a THR-agonist drug candidate for the treatment of
NASH, which is the first new small molecule drug candidate developed by its AIDD
laboratory.

(iv) The Offeror has a strong sales and distribution network that fully covers China,
and works closely with strategic partners around the world to gradually
increase market penetration and brand influence:

(a) The Offeror has a huge global sales network

The Offeror has a huge global sales network covering the PRC, the United
States, Germany and the United Kingdom and other countries, and continues to
expand to more international markets. Through close cooperation with local
partners, the Offeror has established stable sales channels and distribution
networks, providing customers with convenient product acquisition channels
and high-quality after-sales services.
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(v)

In the domestic market, the Offeror has a nationwide sales and distribution
network and more than 1,918 professional sales personnels, covering 32
provincial-level regions (provinces, autonomous regions, and municipalities
directly under the Central Government) and nearly 300 prefecture-level cities.
The domestic marketing team is divided into the pediatric line represented by
the Offeror’s top-selling product Kewei (oseltamivir phosphate), the chronic
disease line focusing on the Offeror’s insulin series products, the innovative
drug line represented by the Offeror’s hepatitis C drug Emitasvir, and the
centralised procurement and other market channels line represented by the
Offeror’s esomeprazole magnesium enteric-coated capsules. In 2023, sales of
each line showed high-quality and strong growth. As of 31 December 2024, the
Offeror promoted and sold a total of 48 drugs domestically. The Offeror
extensively covered more than 2,500 Class III Hospitals, more than 9,600 Class
IT Hospitals, and more than 89,000 Class I Hospitals in the PRC as well as
many large-scale national or regional pharmacy chains. In addition, the Offeror
has actively participated in the national medical insurance negotiations. As of
31 December 2024, one of the Offeror’s Class I Innovative Drugs has been
included in the NRDL. In foreign markets, the overseas sales and distribution
network of the Offeror spans across eight countries including the United States,
Germany and the United Kingdom. The Offeror plans to expand its overseas
sales network to Africa and Latin America, forming a global sales network
across five continents.

(b) The Offeror has many global strategic partners

The Offeror has many global strategic partners. In the domestic market, it
has established strategic partnerships with many well-known pharmaceutical
companies and scientific research institutions; in foreign markets, it has
maintained long-term sales cooperation with world-renowned companies.

The Offeror has a first-class production and supply chain system in China, and
its production base fully complies with Chinese, U.S. and European GMP
standards:

(a) GMP quality management system in line with international standards

The production bases of the Offeror have adopted a comprehensive quality
management system to ensure that the product quality of the Offeror reaches the
highest standards. The Offeror strictly follows GMP and other quality standards
set by relevant regulatory authorities, and has passed a number of audits by
these regulators.
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(vi)

(b) The Offeror has an efficient and high-yield manufacturing base

The Offeror has two production bases in Songshan Lake, Dongguan,
Guangdong province and Yidu, Hubei province, covering a total area of more
than 1,300 mu, covering the entire production process in respect of
formulations. The Songshan Lake production base in Dongguan, Guangdong
province is an advanced solid chemical formulation and biologics production
base, and has obtained GMP certificates from the United States, the European
Union, and China, and recently passed the inspection conducted by the FDA in
March 2024. The Yidu production base in Hubei is a production base for a wide
range of insulin products and the largest oseltamivir phosphate formulation
production base in the PRC as of 31 December 2024.

(c) The Offeror is a national guaranteed reserve drug supplier

The Offeror is a supplier in the field of oseltamivir, providing reliable
supply for the Chinese national drug reserve. Over the years, the Offeror has
demonstrated strong and high standard production capabilities in response to
influenza outbreaks in China. The Offeror has advanced facilities and high
production standards which comply with GMP and other quality management
systems.

The Offeror has a visionary and experienced team with a proven track record,
which enables its business to grow in the future:

(a) The Offeror has a strong R&D team

The Offeror has established a technical management team consisting of
scientists with extensive working experience in multinational pharmaceutical
companies and pharmaceutical talents with wide-ranging experience in R&D
practice. The members possess experience in pharmaceutical R&D across
various stages of its life cycle as well as in corporate operation and
management. Under the leadership of its technical management team, as of 31
December 2024, the Offeror has formed a large-scale, professional and
comprehensive R&D team with 1,100 personnels, whose experience and
qualifications spread across chemistry, pharmaceutics, analytics, biology,
pharmacology, clinical medicine and other fields, which gives the Offeror
significant edges in innovation and execution abilities and provides strong
assurance to the efficient progression of its projects.
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(b) The Offeror has a solid management team

All members of the Offeror’s management team, on top of their
comprehensive professional knowledge in fields such as R&D, production and
marketing, also have over 10 years of relevant experience in the pharmaceutical
industry or in professional management. They have contributed to the Offeror’s
technological innovation and enhanced its project management and
commercialisation abilities. Their professional knowledge and experience
provide strong support to the R&D and operation of the Offeror and facilitate
its continuous growth and success in the pharmaceutical industry.

Strategies of the Offeror

With the future vision of becoming a world-class pharmaceutical company by
focusing on innovation and internationalisation and leveraging its excellent
commercialisation capabilities, the Offeror implements the corporate mission of
providing innovative, high-quality and affordable medications to patients around the
world.

In order to achieve this goal, the Offeror plans to implement the following
strategies:

a. The Offeror will focus on upgrading its key R&D platforms and further
strengthening its diverse and robust drug pipeline in order to achieve
sustainable growth.

b.  With internationalisation being its key development strategy, the Offeror
plans to accelerate its expansion into global markets and strive to become
a world-leading innovative pharmaceutical company.

c. The Offeror plans to strengthen its brand recognition and accelerate the
commercialisation of its approved pharmaceutical products.

d. The Offeror plans to attract and develop global pharmaceutical talents by
establishing a modern human resources system that facilitates and
incentivises career development.

e. The Offeror plans to actively seek and work with global strategic partners.
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(2) Listing of the Offeror H Shares

In connection with the Merger, the Offeror is seeking a listing of the Offeror H
Shares by way of introduction on the Main Board of the Stock Exchange. The purpose of
the Listing is to create liquidity for the Offeror H Shares and provide the Offeror with
greater access to international capital through its listing platform, thereby increasing the
attractiveness of the Offeror H Shares. At the same time, the distribution of the Offeror H
Shares to a wide group of Share Exchange Shareholders pursuant to the Merger upon
fulfilment (or waiver, as applicable) of the Pre-Conditions and the Conditions will enable
the Offeror to satisfy the minimum public float requirement under Rule 8.08(1)(b) of the
Listing Rules. Accordingly, it is a Pre-Condition to the Merger that the Listing Committee
of the Stock Exchange approves the listing (by way of introduction) of, and permission to
deal in, the Offeror H Shares on the Stock Exchange and a Condition to implementation
that such approval remains valid and it will be a condition to the Listing that the Merger
Agreement becomes effective.

No Offeror H Shares will be issued in connection with the Merger other than to the
Share Exchange Shareholders upon fulfilment (or waiver, as applicable) of the Pre-
Conditions and the Conditions.

(3) Information on the Company

The Company is a pharmaceutical manufacturing company that focuses on the
production, sales and development of pharmaceutical products in the therapeutic areas of
anti-infectives, endocrine and metabolism. The ultimate controlling Shareholders of the
Company are Ms. Guo Meilan and her son Mr. Zhang Yushuai as they control
approximately 62.12% interests in the Offeror, which in turn controls approximately
51.41% interests in the Company.

(4) Shareholding in the Company

As at the Latest Practicable Date, the relevant securities of the Company in issue are
879,967,700 Shares, which comprise 653,767,700 H Shares and 226,200,000 Domestic
Shares.

As at the Latest Practicable Date, the Offeror holds approximately 51.41% of the
Shares, comprising (a) a direct shareholding of 226,200,000 Domestic Shares
(representing all of the Domestic Shares in issue and approximately 25.71% of the total
issued share capital of the Company) and (b) an indirect shareholding of 226,200,000 H
Shares through its wholly-owned subsidiary HEC (Hong Kong) (representing
approximately 34.60% of the total number of H Shares in issue and approximately
25.71% of the total issued share capital of the Company). All the H Shares and Domestic
Shares held by the Offeror (including those held through HEC (Hong Kong)) will not
form part of the Share Exchange but will be cancelled after completion of the Merger. For
the avoidance of doubt, all H Shares and Domestic Shares will be cancelled after
completion of the Merger.
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Set out below is a shareholding table of the Company as at the Latest Practicable
Date:

Approximate
Approximate percentage of
percentage of the total
the relevant issued share
Class of Number of class of capital of the
Shareholder Shares held Shares held Shares Company
The Offeror Domestic 226,200,000 100.00% 25.71%
Shares (Note 4)
HEC (Hong Kong) H Shares 226,200,000 34.60% 25.71%
(Note 4)
Guangdong HEC H Shares 21,815,200 3.34% 2.48%
(Note 5)
Mr. Tang Xinfa H Shares 130,400 0.02% 0.01%
(Note 6)
The Offeror and its Domestic 474,345,600 / 53.90%
Concert Parties Shares and
H Shares
Independent H H Shares 405,622,100 62.04% 46.10%
Shareholders
Total: 879,967,700 100 %
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Set out below is the simplified shareholding structure of the Company as at the
Latest Practicable Date:

Ms. Guo Meilan and 35.46%

Mr. Zhang Yushuai
(Note I and 2)
Note (Note 3,
| 100.00% @ ZATR T Yidu Fangwenwen
0/ (Note 2)
52.69% Shenzhen HEC
Industrial 0/, (Note 3)
247% Yidu Yingwenfang
15.68% Mere )
32.93% (Nore ) Other shareholders of
the Offeror
Guangdong HEC
10.99%
. Independent H
(Note 6)
The Ofteror Mr. Tang Xinfa Sharcholders
2.48% Nore ) 51.41% ore ) 0.01% More® 46.10%
Company
Notes:

1. As at the Latest Practicable Date, Ms. Guo Meilan and her son Mr. Zhang Yushuai are the
ultimate controlling shareholders of the Offeror controlling approximately 62.12% interests in the
Offeror (including approximately 15.68% direct interests via Shenzhen HEC Industrial, which is
wholly owned by entities controlled by Mr. Zhang Yushuai and Ms. Guo Meilan, and interests via
other entities controlled by Mr. Zhang Yushuai or Mr. Zhang Yushuai together with Ms. Guo
Meilan). Each of the employee incentive platform companies of the Offeror Group, Yidu
Fangwenwen and Yidu Yingwenfang, holds approximately 2.47% interests in the Offeror. CICC
group indirectly controls approximately 0.71% interests in the Offeror. Other shareholders, who
are all independent third parties of the Offeror, control approximately 32.22% interests in the
Offeror. Further details of the above shareholding structure are set out in the paragraph headed
“OUR CORPORATE STRUCTURE AND SHAREHOLDING STRUCTURE” of the section
headed ‘“History, Development and Corporate Structure” of Appendix V — Listing Document
(pages V-300 to V-305 of the Listing Document) to this document.

2. As at the Latest Practicable Date, Ms. Guo Meilan and her son Mr. Zhang Yushuai are the
ultimate beneficial owners of Guangdong HEC controlling approximately 52.69% interests in
Guangdong HEC (including 20.49% interests via Shenzhen HEC Industrial, which is wholly
owned by entities controlled by Mr. Zhang Yushuai and Ms. Guo Meilan, 18.08% through
Yichang HEC Medicine Co., Ltd.* (H & RPIGEEER A3 A BR/A ), which is a non wholly-
owned subsidiary of Shenzhen HEC Industrial, and 14.11% interests via other entities which are
acting in concert with Shenzhen HEC Industrial through acting in concert arrangements).
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As at the Latest Practicable Date, each of the employee incentive platform companies of the
Offeror, Yidu Fangwenwen and Yidu Yingwenfang, holds approximately 2.47% interests in the
Offeror. As the sole general partner of both Yidu Fangwenwen and Yidu Yingwenfang is Dr.
Zhang Yingjun, a director of the Offeror, they are presumed to be acting in concert with the
Offeror by virtue of falling into class (2) of the definition of “acting in concert” in the Takeovers
Code.

As at the Latest Practicable Date, the Offeror holds approximately 51.41% of the Shares,
comprising (a) a direct shareholding of 226,200,000 Domestic Shares (representing all of the
Domestic Shares in issue and approximately 25.71% of the total issued share capital of the
Company) and (b) an indirect shareholding of 226,200,000 H Shares through its wholly-owned
subsidiary HEC (Hong Kong) (representing approximately 34.60% of the total number of H
Shares in issue and approximately 25.71% of the total issued share capital of the Company).

Reference is made to the announcement of the Company dated 8 March 2024 pursuant to Rule 3.7
of the Takeovers Code. On 8 March 2024 (after trading hours), the Offeror and its wholly-owned
subsidiary HEC (Hong Kong) entered into a share transfer agreement pursuant to which HEC
(Hong Kong) will, subject to the terms and conditions of such agreement, transfer to the Offeror
226,200,000 H Shares (representing approximately 25.71% of the total issued share capital of the
Company) at a consideration of HK$9.14 per Share. Completion of the transfer of the rights and
obligations attached to, and the profit or loss arising from, such H Shares has already taken place
on 8§ March 2024. HEC (Hong Kong) further undertakes that it will use its best endeavours to
procure the Company to complete the updating of the register of members of the Company in
relation to such transfer of H Shares. As at the Latest Practicable Date, the share transfer has not
yet been completed.

Guangdong HEC directly holds 21,815,200 H Shares (representing approximately 3.34% of the
total number of H Shares in issue and approximately 2.48% of the total issued share capital of the
Company).

As at the Latest Practicable Date, Mr. Tang Xinfa, the Company’s non-executive Director and an
Offeror director, holds approximately 0.01% of the Shares.

Reference is made to the Company’s monthly update announcement in relation to the Merger
published on 10 April 2025 and the clarification of certain shareholding information in the
Announcement therein, the Offeror and the Company had made the clarification to the
Announcement to reflect the shareholding of Mr. Tang Xinfa being 130,400 rather than 65,200
Shares.

As at the Latest Practicable Date, the Company did not have any outstanding options, warrants,
convertible securities or other relevant securities (as defined in Note 4 to Rule 22 of the
Takeovers Code) in issue.

Mr. Zhang Jianbin ceased to be an Offeror director on 10 December 2024 (i.e. after the
publication of the Announcement) and as such ceased to be a presumed Concert Party of the
Offeror. For the same reason, Ms. Pang Ran (Mr. Zhang Jianbin’s wife) also ceased to be a
presumed Concert Party of the Offeror. As such, their shareholdings have been grouped together
with the shareholding of the Independent H Shareholders. The shareholding information in the
shareholding structure is therefore different from the disclosure in Announcement due to (i) the
clarification of shareholding information in the Announcement (as repeated in note 6 above) and
(i1) the fact that Mr. Zhang Jianbin ceased to be an Offeror director on 10 December 2024.
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Set out below is the simplified shareholding structure of the Offeror immediately
upon the completion of the Merger assuming there is no Dissenting Shareholder:

. Orignal other Orignal Independent
1\16;' CZ}lli(a)nMi;ljsnhiI;? shareholders of H Shareholders of
. g the Offeror the Company Mr. Tang Xinfa
100.00% Mere )
0,
52.69% Shenzhen HEC
Industrial
Guangdong HEC 12.61% 28.53% 26.49% 18.54% 0.01%
Yidu Yingwenfang
9.84% 1.99%
Yidu Fangwenwen
| 1.99%

The Offeror (with the Company
merged into and absorbed by
the Offeror)

As at the Latest Practicable Date, the Company did not have any outstanding
options, warrants, convertible securities or other relevant securities (as defined in Note 4
to Rule 22 of the Takeovers Code) in issue.

Note:

1. As at the Latest Practicable Date, Ms. Guo Meilan and her son Mr. Zhang Yushuai are the
ultimate controlling shareholders of the Offeror controlling approximately 62.12% interests in the
Offeror (including 15.68% direct interests via Shenzhen HEC Industrial, which is wholly owned
by entities controlled by Mr. Zhang Yushuai and Ms. Guo Meilan, and interests via other entities
controlled by Mr. Zhang Yushuai or Mr. Zhang Yushuai together with Ms. Guo Meilan). Each of
the employee incentive platform companies of the Offeror group, Yidu Fangwenwen and Yidu
Yingwenfang, holds approximately 2.47% interests in the Offeror. CICC group indirectly controls
approximately 0.71% interests in the Offeror. Other shareholders, who are all independent third
parties of the Offeror, control approximately 32.22% interests in the Offeror. Further details of
the above shareholding structure are set out in “OUR CORPORATE STRUCTURE AND
SHAREHOLDING STRUCTURE of the section headed ‘“History, Development and Corporate
Structure”” of Appendix V — Listing Document (pages V-300 to V-305 of the Listing
Document) to this document.

2. As at the Latest Practicable Date, the Offeror did not have any outstanding options, warrants,
convertible securities or other relevant securities (as defined in Note 4 to Rule 22 of the
Takeovers Code) in issue.

Your attention is also drawn to “Financial Information of the Company” (pages I-1
to 1-4 of this document) and ‘“General Information” (pages IV-1 to IV-25 of this
document) in Appendices I and IV, respectively, to this document.
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9. ARRANGEMENTS FOR IMPLEMENTATION OF THE MERGER AGREEMENT

On 27 June 2025, the Offeror and the Company jointly announced that the Pre-Conditions
had been satisfied. As at the Latest Practicable Date, none of the Conditions to effectiveness
and Conditions to implementation had been satisfied or (if applicable) waived. Upon
satisfaction of all the Conditions to effectiveness, the Company does not intend to retain its
listing on the Stock Exchange and will apply to the Stock Exchange for voluntary withdrawal
of the listing of the H Shares from the Stock Exchange pursuant to Rule 6.15(2) of the Listing
Rules.

The Company will issue separate announcement(s) notifying H Shareholders of the
proposed withdrawal of listing and the exact dates and relevant arrangements for the last day
for dealing in the H Shares on the Stock Exchange as well as when the formal delisting of the
H Shares will become effective.

The listing of the H Shares on the Stock Exchange will not be withdrawn if the Merger is
not approved or lapses or does not become unconditional for any reason. In such cases, no
cancellation of the Shares will take place pursuant to the Merger Agreement and the
Company’s public float will not be affected as a result of the Merger not being approved or
otherwise lapses or does not become unconditional.

10. INDEPENDENT BOARD COMMITTEE AND INDEPENDENT FINANCIAL
ADVISER

Pursuant to Rule 2.8 of the Takeovers Code, the Independent Board Committee is
required to comprise all the non-executive Directors who have no direct or indirect interest in
the Merger other than as Shareholders. Mr. TANG Xinfa, the non-executive Director of the
Company, is a director of the Offeror and is presumed to be acting in concert with the Offeror
by virtue of falling into class (2) of the definition of ‘“‘acting in concert” in the Takeovers
Code. Accordingly, Mr. TANG Xinfa is regarded as being interested in the Merger for the
purpose of Rule 2.8 of the Takeovers Code. The Board has therefore established the
Independent Board Committee, consisting of all of the independent non-executive Directors,
being Mr. TANG lJianxin, Ms. XIANG Ling and Mr. LI Xuechen. Such committee will advise
the Independent H Shareholders as to: (a) whether the terms of the Merger are fair and
reasonable for the purpose of the Takeovers Code; and (b) whether to vote in favour of or
against the Merger at the EGM and the H Shareholders’ Class Meeting. For the opinions and
advice of the Independent Board Committee, please refer to section headed “LETTER FROM
THE INDEPENDENT BOARD COMMITTEE” in this document (pages IBC-1 to IBC-2 of
this document).

Gram Capital has been appointed as the Independent Financial Adviser, with the approval
of the Independent Board Committee pursuant to Rule 2.1 of the Takeovers Code, to provide
advice to it in respect of the Merger. For the opinions and advice of Gram Capital, please refer
to section headed “LETTER FROM GRAM CAPITAL” in this document (pages IFA-1 to IFA-
54 of this document).
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11. FINANCIAL EFFECTS OF THE MERGER

Your attention is drawn to Appendix II to the Listing Document which sets out the
unaudited pro forma financial information of the Offeror Group (including the Company)
(pages V-1I-1 to V-II-12 of the Listing Document) which has been prepared for the purpose of
illustrating the financial effects of the Merger and the Listing.

12. APPOINTMENT OF VALUATION ADVISER AND THE VALUATION REPORT

The Offeror has appointed China Sunrise Capital Limited, the Valuation Adviser, to
advise on the value of the Offeror H Shares.

Reference is made to the Announcement and the valuation report appended to the
Announcement. The Offeror’s unaudited profit figures included in the valuation report
appended to the Announcement constituted profit forecasts under Rule 10 of the Takeovers
Code and were reported on by CICC and KPMG in accordance with the requirements under the
Takeovers Code. Such reports were appended to the Announcement and pursuant to Rule 10.4
of the Takeovers Code, copies of such reports are set out in Appendix II to this document
(pages II-57 to 1I-61 of this document). Each of CICC and KPMG has given and has not
withdrawn their consent to the issue of this document with the inclusion of its report and
reference to its name and logo in the form and context in which they respectively appear and
has no objection to its report continuing to apply.

A copy of the Valuation Report containing the Valuation Adviser’s estimate of the value
of the Offeror H Shares as at 31 December 2024 and the reports from CICC (in accordance
with Rules 10.3(b), 11.1(a) and 11.1(b) of the Takeovers Code) and KPMG (in accordance
with Rules 10.3(b) and 11.1(a) of the Takeovers Code) on the Valuation Report are also set out
in Appendix II to this document (pages II-50 to II-55 of this document). The reports from
CICC and KPMG have been lodged with the Executive.

13. EGM AND H SHAREHOLDERS’ CLASS MEETING

The Company will convene the EGM and the H Shareholders’ Class Meeting for the
Shareholders and the H Shareholders respectively, to consider and, if thought fit, approve
matters including the Merger.

In compliance with Rule 2.10 of the Takeovers Code, which is applicable to the Merger,
the Merger Agreement and the Merger are conditional on (1) the approval by way of poll by at
least 75% of the votes attaching to the H Shares held by the Independent H Shareholders that
are cast either in person or by proxy at the H Shareholders’ Class Meeting; and (2) the number
of votes cast against the resolution(s) at the H Shareholders’ Class Meeting is not more than
10% of the votes attaching to all the H Shares held by the Independent H Shareholders.

The H Shareholders who have been registered as holders of H Shares on the register of
members of the Company kept by the H Share Registrar, Computershare Hong Kong Investor
Services Limited, on Monday, 21 July 2025 will be entitled to attend the EGM and the H
Shareholders’ Class Meeting.
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(1) Suspension of registration of Share transfers

The register of members of the Company will be closed from Friday, 18 July 2025 to
Monday, 21 July 2025 (both dates inclusive), during which no registration of transfers of
Shares will be processed. If applicable, the Shareholders and the H Shareholders intending
to attend the EGM and the H Shareholders’ Class Meeting respectively must lodge their
respective transfer documents and relevant share certificates with the H Share Registrar,
Computershare Hong Kong Investor Services Limited, at Shops 1712—-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong no later than 4:30 p.m.
on Thursday, 17 July 2025.

(2) Proxy forms

If you do not intend to attend the EGM and/or the H Shareholders’ Class Meeting or
any adjournment thereof (where applicable) in person, you are strongly urged to complete
and return the enclosed proxy forms in accordance with the instructions printed thereon.
The proxy forms should be returned as soon as possible (but in any event not less than 24
hours before the appointed time for holding the relevant meeting (i.e. by 9:00 a.m. on
Sunday, 20 July 2025 in respect of the EGM and by 9:30 a.m. on Sunday, 20 July 2025 in
respect of the H Shareholders’ Class Meeting) or any adjournment thereof). In the event
that the relevant proxy form has been returned, for holders of Domestic Shares, to the
Company’s board office at Securities Department, Dongyangguang Scientific Park, No.
368 Zhen An Zhong Road, Chang’an County, Dongguan, Guangdong Province, the PRC,
or, for holders of H shares of the Company, to the H Share Registrar at 17M Floor,
Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong after the
abovementioned deadline (where applicable), it will be considered to be invalid and will
not be taken into account. After completion and return of the proxy forms, you may still
attend and vote at the relevant meetings should you so wish. In the event that you attend
and vote at any of the meetings or any adjournment thereof after having deposited the
relevant form of proxy, that form of proxy will be deemed to have been revoked.

(3) Voting at the EGM and the H Shareholders’ Class Meeting

Pursuant to Rule 13.39(4) of the Listing Rules, all resolutions will be passed by way
of poll at the EGM and the H Shareholders’ Class Meeting.

In addition, the Company reminds all Shareholders that physical attendance in person
at the EGM and/or the H Shareholders’ Class Meeting is not necessary for the purpose of
exercising voting rights. Shareholders may appoint the chairman of the relevant meetings
as their proxy to vote according to their indicated voting instructions as an alternative to
attending the EGM and/or the H Shareholders’ Class Meeting in person.
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The PRC Company Law does not require any Shareholders to abstain from voting in
respect of the Merger at the EGM, and hence the Offeror and any parties acting in concert
with it will vote in favour of the resolutions in relation to the Merger at the EGM. Of the
Directors who hold Shares, (i) Mr. Tang Xinfa, the Company’s non-executive Director and
an Offeror director thus a Concert Party of the Offeror, intends, with respect to his
beneficial shareholdings in the Company, to vote in favour of the Merger at the EGM and
to abstain from voting at the H Shareholders’ Class Meeting (due to him not being an
Independent H Shareholder for the purpose of the H Shareholders’ Class Meeting); and
(ii) Mr. Jiang Juncai, Mr. Wang Danjin, Mr. Li Shuang and Mr. Li Xuechen, each a
Director, intend, with respect to their respective beneficial shareholdings in the Company,
to vote in favour of the Merger at the EGM and the H Shareholders’ Class Meeting.
Nevertheless, as the votes of the Offeror and any parties acting in concert with it
(including Guangdong HEC and Mr. Tang Xinfa) will not be included in determining
whether the requirements under Rule 2.10 of the Takeovers Code (as set out under
paragraph (2) of the Conditions to effectiveness in the section headed “3. PRINCIPAL
TERMS OF THE MERGER AGREEMENT” in this document (pages 21 to 30 of this
document)) are met, the Offeror and any parties acting in concert with it (including
Guangdong HEC and Mr. Tang Xinfa) will abstain from voting at the H Shareholders’
Class Meeting.

In addition, Shares held by members of the CICC group acting in the capacity of an
exempt principal trader connected with the Offeror or the Company will not be voted at
the EGM and the H Shareholders’ Class Meeting in accordance with the requirements of
Rule 35.4 of the Takeovers Code. Such Shares that are held by any member of the CICC
group in the capacity of an exempt principal trader for and on behalf of non-discretionary
investment clients (that are not the Offeror or its Concert Parties) may be voted at the
EGM and the H Shareholders’ Class Meeting if (i) the relevant connected exempt
principal trader holds the Shares as a simple custodian for and on behalf of non-
discretionary clients, and (ii) there are contractual arrangements in place between the
relevant connected exempt principal trader and its clients that strictly prohibit the relevant
connected exempt principal trader from exercising any voting discretion over the relevant
Shares, and (iii) all voting instructions originate from the client only (if no instructions
are given, then no votes shall be cast for the relevant Shares held by the relevant
connected exempt principal trader).

Save as disclosed above, there are no other restrictions imposed on any Independent
H Shareholders to cast votes on the relevant resolutions at the H Shareholders’ Class
Meeting.
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14.

15.

TAXATION
(1) Non-tax advice

You should consult with your professional adviser to understand the possible tax
implications of the Merger or the exercise of the Dissenting Shareholders’ rights. None of
the Company, the Offeror, CICC, GF Capital or Gram Capital, nor their respective
ultimate beneficial owners, directors, officers, employees, agents, affiliates, advisers,
associates or any person participating in the Merger, assume any liability in respect of any
tax incurred or other implication of any exercise of the Dissenting Shareholders’ rights.

(2) Hong Kong stamp duty

As implementation of the Merger involves cancellation of the H Shares but not the
sale and purchase of Hong Kong stock, and in this respect only, no stamp duty will be
payable pursuant to the Stamp Duty Ordinance, Chapter 117 of the Laws of Hong Kong.

For the Dissenting Shareholders who exercise their right to require acquisition of
their H Shares, Hong Kong stamp duty is payable at the rate of 0.1% of the consideration
by each of the seller and the buyer. The stamp duty payable by the seller will be deducted
from the cash received by the relevant Dissenting Shareholders who exercise such right.

RECOMMENDATION OF THE BOARD

The Board (other than members of the Independent Board Committee, whose views are

given in the section headed “LETTER FROM THE INDEPENDENT BOARD COMMITTEE”
in this document (pages IBC-1 to IBC-2 of this document)) is of the view that the terms of the
Merger Agreement, including the Share Exchange Ratio, and the proposed Merger are fair and
reasonable and in the interests of the Company and the Shareholders as a whole. Having
considered the terms of the Merger Agreement and the proposed Merger and taken into account
the advice from Gram Capital, the Independent Board Committee is of the view that the terms
of the Merger Agreement and the proposed Merger are fair and reasonable so far as the
Independent H Shareholders are concerned. Therefore, the Board recommends that the
Shareholders vote in favour of the resolutions in relation to the Merger at the EGM and (if
applicable) the H Shareholders’ Class Meeting.
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16. OTHER INFORMATION

In considering what action to take in connection with the Merger, you should consider
your own tax position and, if you are in any doubt, you should consult your professional
advisors.

You are urged to read carefully the letter from the Independent Board Committee on
pages IBC-1 to IBC-2 of this document and the letter from Gram Capital on pages IFA-1 to
IFA-54 of this document. Your attention is also drawn to the additional information set out in
the Appendices to this document, all of which form part of this document.

By order of the Board
YiChang HEC ChangJiang Pharmaceutical Co., Ltd.
TANG Xinfa

Chairman
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V@‘
YiChang HEC ChangJiang Pharmaceutical Co., Ltd.
HERBARIEXRKRHDBR QT
(4 joint stock company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 01558)

30 June 2025
To the Shareholders

Dear Sir/Madam,

(1) PROPOSED CONDITIONAL PRIVATISATION OF YICHANG HEC
CHANGJIANG PHARMACEUTICAL CO., LTD. BY SUNSHINE LAKE
PHARMA CO., LTD. BY WAY OF MERGER BY ABSORPTION OF
YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD.
(2) PROPOSED SPECIAL DIVIDEND
(3) PROPOSED WITHDRAWAL OF LISTING

INTRODUCTION

We refer to the composite document dated 30 June 2025 jointly issued by the Company
and the Offeror (the “Composite Document”), of which this letter forms part. Unless the
context otherwise requires, terms defined in the Composite Document shall have the same
meaning when used in this letter.

We have been appointed by the Board to form the Independent Board Committee to
consider and advise the Independent H Shareholders as to whether the terms of the Merger are,
or are not, fair and reasonable and as to voting.

Gram Capital has been appointed with the approval of the Independent Board Committee
as the Independent Financial Adviser to advise us as to whether or not the terms of the Merger
are fair and reasonable so far as the Independent H Shareholders are concerned and as to
voting. Details of its advice and the principal factors taken into consideration in arriving at its
recommendation are set out in the letter from Gram Capital on pages IFA-1 to IFA-54 of the
Composite Document. We also wish to draw your attention to, and advise you to read, the
letter from the Board on pages 19 to 64 of the Composite Document, the letter from Gram
Capital on pages IFA-1 to IFA-54 of the Composite Document and the appendices to the
Composite Document.

We, being the members of the Independent Board Committee, have declared that we are
independent and do not have any conflict of interest in respect of the Merger and are therefore
able to consider the terms of the Merger and to make recommendations to the Independent H
Shareholders.
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RECOMMENDATION

Having considered the principal factors and reasons considered by, and the advice of
Gram Capital as set out in its letter, we concur with the view of Gram Capital and consider the
terms of Merger to be fair and reasonable so far as the Independent H Shareholders are
concerned.

Accordingly, we concur with the recommendation of Gram Capital, and would
recommend the Independent H Shareholders to vote in favour of the Merger.

Notwithstanding our views and recommendation in respect of the terms of the Merger, the
Shareholders are strongly advised to exercise their independent decision on voting at the EGM
and the H Shareholders’ Class Meeting. If in doubt, the Shareholders should consult their own
professional advisers for professional advice.

Yours faithfully,
For and on behalf of
THE INDEPENDENT BOARD COMMITTEE

Mr. TANG Jianxin Ms. XIANG Ling Mr. LI Xuechen
Independent non-executive Independent non-executive Independent non-executive
Director Director Director
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Set out below is the text of a letter received from Gram Capital, the Independent
Financial Adviser to the Independent Board Committee in respect of the Merger and the
Listing for the purpose of inclusion in this document.

g Gram Capital Limited 113100‘; 1209T’ 12/F.
s an Fung Tower
¥ JN =
wh ME AR H R 2 A 88 Connaught Road Central/
173 Des Voeux Road Central
Hong Kong

30 June 2025

To: The Independent Board Committee of YiChang HEC ChangJiang Pharmaceutical Co., Ltd.
Dear Sir/Madam,

(1) PROPOSED CONDITIONAL PRIVATISATION OF
YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD.
BY SUNSHINE LAKE PHARMA CO., LTD. BY WAY OF MERGER
BY ABSORPTION OF YICHANG HEC CHANGJIANG
PHARMACEUTICAL CO., LTD.;

(2) PROPOSED SPECIAL DIVIDEND;
AND
(3) PROPOSED WITHDRAWAL OF LISTING

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the
Independent Board Committee in respect of the Merger, details of which are set out in the
Composite Document dated 30 June 2025 jointly issued by the Company and the Offeror to the
Shareholders, of which this letter forms part. Terms used in this letter shall have the same
meanings as defined in the Composite Document unless the context requires otherwise.

On 10 May 2024, the Offeror and the Company have entered into the Merger Agreement,
pursuant to which the Offeror and the Company have agreed to implement the Merger subject
to the terms and conditions of the Merger Agreement, including the Pre-Conditions and the
Conditions. Following the fulfilment (or waiver, as applicable) of the Pre-Conditions and
Conditions and the completion of the Share Exchange, the Company will be delisted from the
Stock Exchange, the Offeror H Shares will be listed on the Main Board of the Stock Exchange
by way of introduction (i.e. the Listing) and the Company will be merged into and absorbed by
the Offeror in accordance with the terms of the Merger Agreement and PRC Company Law and
other applicable PRC Laws. On 27 June 2025, the Company announced that the Pre-Conditions
had been satisfied.
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Pursuant to Rule 2.8 of the Takeovers Code, the Independent Board Committee is
required to comprise all the non-executive Directors who have no direct or indirect interest in
the Merger other than as Shareholders. Mr. TANG Xinfa, being the non-executive Director and
a director of the Offeror, is regarded as being interested in the Merger. Accordingly, the
Independent Board Committee, which comprises all independent non-executive Directors who
are not interested in the Merger, being Mr. TANG Jianxin, Ms. XIANG Ling and Mr. LI
Xuechen, has been established by the Board to advise the Independent H Shareholders as to
whether the Merger is fair and reasonable and whether to vote in favour of or against the
Merger at the EGM and the H Shareholders’ Class Meeting.

We, Gram Capital Limited, have been appointed as the Independent Financial Adviser to
advise the Independent Board Committee in respect of the Merger, and our opinion herein is
solely for the assistance of the Independent Board Committee in connection with its
consideration of the Merger pursuant to Rule 2.1 of the Takeovers Code. The appointment of
Gram Capital as the Independent Financial Adviser has been approved by the Independent
Board Committee.

INDEPENDENCE

During the past two years immediately preceding the Latest Practicable Date, Gram
Capital was engaged as an independent financial adviser in relation to the Company’s (i)
continuing connected transaction as set out in the Company’s circular dated 1 December 2023;
(ii) continuing connected transactions as set out in the Company’s circular dated 8§ December
2023; and (iii) continuing connected transactions as set out in the Company’s circular dated 15
October 2024. Save for the aforesaid engagements, there was no other service provided by
Gram Capital to the Company relating to any transaction of the Company with executed
agreement during the past two years immediately preceding the Latest Practicable Date.

Notwithstanding the aforesaid engagements, we were not aware of any relationships or
interests between Gram Capital and the Company, the Offeror, and their respective controlling
shareholders; and Gram Capital was not in the same group as the financial or other
professional advisers (including a stockbroker) to the Company or the Offeror, during the past
two years immediately preceding 8 March 2024 (being the date of the first announcement of
the Company in respect of the Merger pursuant to Rule 3.7 of the Takeovers Code) up to and
including the Latest Practicable Date, of a kind reasonably likely to create, or to create the
perception of, a conflict of interest or reasonably likely to affect the objectivity of Gram
Capital’s advice and to act as the Independent Financial Adviser to the Independent Board
Committee.

BASIS OF OUR OPINION

In formulating our opinion to the Independent Board Committee, we have relied on the
statements, information, opinions and representations contained or referred to in the Composite
Document and the information and representations as provided to us by the Directors and the
Offeror (where applicable). We have assumed that all information and representations that have
been provided by the Directors and the Offeror (where applicable), for which they are solely
and wholly responsible, are true and accurate at the time when they were made and continue to
be so as at the Latest Practicable Date, and should there be any material changes to our opinion
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after the Latest Practicable Date, Shareholders would be notified as soon as possible. We have
also assumed that all statements of belief, opinion, expectation and intention made by the
Directors and the Offeror (where applicable) in the Composite Document were reasonably
made after due enquiry and careful consideration. We have no reason to suspect that any
material facts or information have been withheld or to doubt the truth, accuracy and
completeness of the information and facts contained in the Composite Document, or the
reasonableness of the opinions expressed by the Company, its advisers and/or the Directors and
the Offeror (where applicable), which have been provided to us. Our opinion is based on the
Directors’ and the Offeror’s representation and confirmation that there is no undisclosed
private agreement/arrangement or implied understanding with anyone concerning the Merger.
We consider that we have taken sufficient and necessary steps on which to form a reasonable
basis and an informed view for our opinion in compliance with Rule 13.80 of the Listing Rules
and Rule 2 of the Takeovers Code.

We have not made any independent evaluation or appraisal of the assets and liabilities of
the Group or the Offeror Group and we have not been furnished with any such evaluation or
appraisal, save as and except for the Valuation Report prepared by the Valuation Adviser as set
out in Appendix II to the Composite Document. Since we are not experts in the valuation of
assets or businesses, we have relied solely upon the valuation on the value of the Offeror as at
31 December 2024.

Your attention is drawn to the responsibility statements as set out in the section headed
“1. RESPONSIBILITY STATEMENT” of Appendix IV to the Composite Document. We, as
the Independent Financial Adviser, take no responsibility for the contents of any part of the
Composite Document, save and except for this letter of advice.

We consider that we have been provided with sufficient information to reach an informed
view and to provide a reasonable basis for our opinion. We have not, however, conducted any
independent in-depth investigation into the business and affairs of the Company, the Offeror or
their respective subsidiaries or associates, nor have we considered the taxation implication on
the Group or the Shareholders as a result of the Merger.

We have assumed that the Merger will be consummated in accordance with the terms and
conditions set forth in the Composite Document without any waiver, amendment, addition or
delay of any terms or conditions. We have assumed that in connection with the receipt of all
the necessary governmental, regulatory or other approvals and consents as required for the
Merger, no delay, limitation, condition or restriction will be imposed that would have a
material adverse effect on the contemplated benefits expected to be derived from the Merger.
In addition, our opinion is necessarily based on the financial, market, economic, industry-
specific and other conditions as they existed on, and the information made available to us as at
the Latest Practicable Date.

Lastly, where information in this letter has been extracted from published or otherwise
publicly available sources, it is the responsibility of Gram Capital to ensure that such
information has been correctly and fairly extracted, reproduced or presented from the relevant
sources while we are not obligated to conduct any independent in-depth investigation into the
accuracy and completeness of those information.

— IFA-3 —



LETTER FROM GRAM CAPITAL

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion in respect of the Merger, we have taken into consideration the
following principal factors and reasons:

1. Background of the Merger

Pursuant to the Merger Agreement, conditional upon fulfilment (or waiver, as
applicable) of the Pre-Conditions and the Conditions set out in the Board Letter, the Share
Exchange Shareholders will be entitled to receive from the Offeror 0.263614 new Offeror
H Shares for every Share Exchange H Shares cancelled (i.e. the Share Exchange Ratio).

Application has been made to the Stock Exchange for the Offeror H Shares to be
listed and traded on the Stock Exchange by way of introduction.

All rights attaching to all H Shares held by the Share Exchange Shareholders shall
cease to have effect from and including the Settlement Date and the relevant H Shares
shall be cancelled. The share certificates for all H Shares held by the Share Exchange
Shareholders will cease to have effect as documents or evidence of title from and
including the Settlement Date.

Subject to the fulfilment (or waiver, as applicable) of all the Pre-Conditions and the
Conditions, the Company will pay a Special Dividend of HK$1.50 per Share to the
Shareholders whose names appear on the register of members of the Company on the
Special Dividend Record Date other than the Offeror Group (if applicable). The payment
of the Special Dividend will not result in any adjustment to the Share Exchange Ratio.

On 27 June 2025, the Company announced that the Pre-Conditions had been
satisfied.

Further details of the Merger are set out in the Board Letter.
2. Background of the Company and the Offeror
2.1 Information on the Company

With reference to the Board Letter, the Company is a pharmaceutical
manufacturing company that focuses on the production, sales and development of
pharmaceutical products in the therapeutic areas of anti-infectives, endocrine and
metabolism. The ultimate controlling Shareholders of the Company are Ms. Guo
Meilan and her son Mr. Zhang Yushuai as they control approximately 62.12%
interests in the Offeror, which in turn controls approximately 51.41% interests in the
Company as at the Latest Practicable Date.

As at the Latest Practicable Date, the relevant securities of the Company in

issue are 879,967,700 Shares, which comprise 653,767,700 H Shares and
226,200,000 Domestic Shares.
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With reference to the annual report for the year ended 31 December 2024 (the
“2024 Annual Report), the Group’s core product, Kewei (oseltamivir phosphate),
an anti-viral drug, is the first-line drug for treatment of influenza in the PRC, which
can be used in the treatment and prevention of Influenza A and Influenza B and is
listed in the Influenza Treatment Guidance (2020 version)* ((IMATVEEE 2N
Z2(20204FfR)) , being a guidance for the treatment of influenza published by the
National Health Commission of the PRC) and the National Drug List for Basic
Medical Insurance, Work-Related Injury Insurance and Maternity Insurance (2023
Version)* ((B A BFLLR - TAG PR BR A1 2L B AR B gE 5 B $%(20234F)) |, being a
catalogue of drugs for various diseases (including influenza) issued by the Ministry
of Human Resources and Social Security of the PRC).

2.1.1 Financial performance

Set out below is a summary of the audited consolidated financial
performance of the Group for the three years ended 31 December 2024, as
extracted from the Company’s annual report for the year ended 31 December
2023 (the “2023 Annual Report”) and the 2024 Annual Report:

For the For the For the
year ended  year ended  year ended  Changes  Changes

31 December 31 December 31 December from from
2024 2023 2022 FY2023 to FY2022 to
(“FY2024”)  (“FY2023”)  (“FY2022”)  FY2024  FY2023
RMB’000 RMB’000 RMB’000 % %
Revenue 3,723,783 6,294,585 3,744,952 (40.84) 68.08
— Sales of anti-viral
drugs 2,584,574 5,580,477 3,116,059 (33.68) 79.09
— Sales of endocrine
and metabolic drugs 249,009 164,174 113,497 51.67 44.65
— Sales of cardiovascular
drugs 270,249 184,117 150,114 46.78 22.65
— Sales of anti-infectives
drugs 114,676 106,919 87,190 7.26 22.63
— Sales of other medical
products and
license fee 505,275 258,898 278,092 95.16 (6.90)
Gross profit 2,794,058 4,985,764 2,846,074 (43.96) 75.18
Profit for the year 482,712 1,855,826 49,239 (73.99)  3,669.02
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Comparison between FY2022 and FY2023

The Group’s revenue increased from approximately RMB3,745
million for FY2022 to approximately RMB6,295 million for FY2023,
representing an increase of approximately 68.08%. With reference to the
2023 Annual Report, such increase was mainly attributable to the increase
in sales volume of the Group’s core product, Kewei (oseltamivir phosphate
capsules and granules). The Group’s revenue from sales of Kewei
accounted for approximately 82.58% and 87.53% of the Group’s revenue
for FY2022 and FY2023 respectively. As advised by the Directors, the
increase in sales volume of Kewei was mainly attributable to the gradually
normalized footfall and daily social activities (social contact among the
public raised the transmission rate of influenza as compared to that during
the COVID-19 pandemic), and the recovery momentum in flow of people
in the post-pandemic era, resulting in the recovery in number of diagnosis
and treatment activities and the volume of drug prescriptions in frontline
medical institutions.

As a result of the foregoing, the Group recorded (i) corresponding
increases in gross profit; and (ii) significant increase in profit for FY2023
as compared to that for FY2022.

Comparison between FY2023 and FY2024

The Group’s revenue decreased from approximately RMB6,295
million for FY2023 to approximately RMB3,724 million for FY2024,
representing a decrease of approximately 40.84%. Kewei remained as the
Group’s core product for FY2024 and the Group’s revenue from sales of
Kewei accounted for approximately 66.82% of the Group’s revenue for
FY2024. With reference to the 2024 Annual Report and as advised by the
Directors, the aforesaid decrease in the Group’s revenue was mainly
attributable to the decrease in sales volume of Kewei (sales of Kewei for
FY2024 decreased by approximately 54.83% as compared to that for
FY2023) as a result of a lower incidence of seasonal flu outbreaks in 2024,
partially offset by the rapid growth achieved by the Group’s other core
products, such as a significant increase of 101.14% in revenue from the
Group’s insulin series products for FY2024, a significant increase of
120.06% in revenue from Emitasvir Phosphate Capsules for FY2024. As
the revenue from Kewei accounted for a significant portion of the Group’s
revenue, the aforesaid decrease in sales volume of Kewei led to
corresponding decrease in Group’s gross profit.

The Group’s profit for FY2024 decreased by approximately 73.99% as
compared to that for FY2023. With reference to the 2024 Annual Report,
such decrease was mainly attributable to (i) the decrease in revenue and
gross profit as aforementioned; (ii) increase in research and development
costs, particularly in areas of chronic diseases; and (iii) increase in
impairment loss on trade and other receivables due to increased long-aged
trade receivables.
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2.1.2 Financial position

Set out below is a summary of the audited consolidated financial position
of the Group as at 31 December 2022, 2023 and 2024, as extracted from the
2023 Annual Report and the 2024 Annual Report:

As at As at As at
31 December 31 December 31 December
2024 2023 2022
RMB’000 RMB’000 RMB’000
Assets
Fixed assets 3,963,571 3,740,424 3,518,765
Intangible assets 2,503,625 2,565,626 2,920,646
Investment in unlisted
shares of the Offeror Nil Nil 2,312,320
Trade and other
receivables 2,257,335 2,112,798 1,036,916
Restricted cash 395,613 1,567,300 76,781
Cash and cash
equivalents 1,403,777 1,674,413 923,543
Other assets 1,905,294 1,083,768 1,100,829
Total assets 12,429,215 12,744,329 11,889,800
Liabilities
Trade and other payables 1,467,646 1,755,352 1,718,222
Bank loans and other
borrowings (including
interest-bearing
borrowings) 2,220,846 2,607,804 3,821,565
Other liabilities 232,527 445,660 280,012
Total liabilities 3,921,019 4,808,816 5,819,799
Net current assets 2,192,872 1,720,836 73,239
Net assets 8,508,196 7,935,513 6,070,001

As depicted from the above table, the Group’s total assets were mainly

comprised of fixed assets (representing the Group’s property, plant and
equipment and right-of-use assets), intangible assets investment in unlisted
shares of the Offeror, trade and other receivables, restricted cash, and cash and
cash equivalents; while the Group’s total liabilities were mainly comprised of
trade and other payables and bank loans and other borrowings (including
interest-bearing borrowings).
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As at 31 December 2024, the carrying amount of the Group’s fixed assets
was approximately RMB3,964 million. As advised by the Directors, the Group’s
fixed assets mainly represented the Group’s production facilities.

As at 31 December 2024, the carrying amount of the Group’s intangible
assets was approximately RMB2,504 million, which represented the patents,
intellectual property rights and capitalized costs of Group’s hepatitis C drugs
and other drugs.

The Group’s investment in unlisted shares of the Offeror represented the
grant of 10% of the then equity of the Offeror at nil consideration by Shenzhen
HEC Industrial in connection with the revised non-competition agreement (the
“2021 Non-Competition Agreement”) entered into by the Company on 19
March 2021 to revise the scope of non-competition and commitments between
the Company and the Offeror. On 23 December 2022, the Company entered into
the equity transfer agreement with Shenzhen HEC Industrial (as the transferee)
and the Offeror (as target company) in relation to the disposal of the equity
interest in the Offeror held by the Company at a consideration of approximately
RMB2,312 million (the “Disposal”), representing the fair value of the equity
interest in the Offeror held by the Company prior to the Disposal. As the
Company only holds less than 10% equity interest in the Offeror prior to the
Disposal, the Offeror was not a subsidiary nor an associate of the Company, the
Offeror’s financial information was not consolidated nor accounted for using
equity method in the Group’s financial statements. Furthermore, as the Disposal
resulted in no gain or loss, the Disposal has no effect on the Group’s financial
performance for FY2023. The Company ceased to hold any interests in the
Offeror after completion of the Disposal on 27 June 2023.

As at 31 December 2024, the Group’s restricted cash, and cash and cash
equivalents were approximately RMB396 million and RMB1,404 million
respectively. With reference to the 2024 Annual Report, the Group’s restricted
cash represented security deposits pledged to banks for bank loans and other
borrowings.

As at 31 December 2024, the Group’s net current assets and net assets
were approximately RMB2,193 million and RMB8,508 million respectively.

2.2 Information on the Offeror

With reference to the Board Letter, the Offeror was established on 29 December
2003. It is an integrated pharmaceutical company driven by independent R&D,
rooted in the PRC and facing to the world. It has full capabilities integrating R&D,
production and commercialisation. The Offeror focuses on the three key areas of
infection, chronic diseases and oncology. With its extensive pipeline of anti-infective
drugs, it has been approved by the Ministry of Science and Technology of the PRC
to establish a State Key Laboratory of Anti-Infective Drug Development. The
Offeror focuses on innovative drugs and is also involved in modified new drugs,
generic drugs and biosimilars. It currently has a diverse and robust product portfolio.
After over 20 years of experience, the Offeror has established advanced R&D
platform, facilities that meet international standards and an extensive sales network.
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As at the Latest Practicable Date, the Offeror holds approximately 51.41% of
the Shares, comprising (a) a direct shareholding of 226,200,000 Domestic Shares
(representing all of the Domestic Shares in issue and approximately 25.71% of the
total issued share capital of the Company); and (b) an indirect shareholding of
226,200,000 H Shares through its wholly-owned subsidiary HEC (Hong Kong)
(representing approximately 34.60% of the total number of H Shares in issue and
approximately 25.71% of the total issued share capital of the Company). The
Company is a subsidiary of the Offeror and the financial results of the Group has
been consolidated into the Offeror’s financial statements. All the H Shares and
Domestic Shares held by the Offeror (including those held through HEC (Hong
Kong) will not form part of the Share Exchange but will be cancelled after
completion of the Merger.

Further details of the Offeror, its advantages and strategies are set out under the
section headed ‘(1) Information on the Offeror” of the Board Letter.

2.2.1 Financial performance

Set out below is a summary of the audited consolidated financial
performance of the Offeror Group for the three years ended 31 December 2024,
prepared in accordance with the IFRS, as extracted from Appendix V to the
Composite Document:

For the For the For the  Changes  Changes

year ended  year ended  year ended from from

31 December 31 December 31 December FY2023 to FY2022 to

2024 2023 2022 FY2024  FY2023

RMB’000 RMB’000 RMB’000 % %

Revenue 4,018,905 6,385,616 3,813,566 (37.06) 607.44

— Anti-infective drugs 2,797,632 5,745,811 3,242,508 (51.31) 77.20
— Chronic disease

treatment drugs 1,067,707 580,743 517,258 83.85 12.27

— Others 153,566 59,062 53,800 160.01 9.78

Gross profit 3,058,631 5,077,048 2,922,189 (39.76) 73.74

Profit/(loss) for the year 24,803 1,013,878 (1,415,915) (97.55) N/A
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Comparison between FY2022 and FY2023

The Offeror Group’s revenue increased by approximately 67.44%
from approximately RMB3,814 million for FY2022 to RMB6,386 million
for FY2023, primarily due to respective increases in revenue from sales of
anti-infective drugs, chronic disease treatment drugs and others. With
reference to Appendix V to the Composite Document:

e increase in revenue from anti-infective drugs was mainly driven
by (i) higher demand due to greater incidence of influenza in
2023 due to the resumption of normal travel activities; and (ii)
increased purchasing of anti-infective drugs from pharmacies and
hospital by patients as a result of increased societal awareness on
respiratory infectious diseases and demand for anti-viral
treatments following the end of the COVID-19 pandemic.

e increase in revenue from chronic disease treatment drugs overall
marketing efforts to boost the sales of our insulin series, which
included (i) an increase in educational promotion activities and
enhanced training for our sales staff in charge of our insulin
series; and (i1) an increase in the number of sales and
distribution channels to hospitals and other medical institutions.

e increase in revenue from others was primarily attributable to
increased revenue from newly launched product (such as
sildenafil launched in December 2021).

As a result of the foregoing, the Offeror Group’s gross profit
increased by approximately 73.74% from approximately RMB2,922 million
for FY2022 to approximately RMB5,077 million for FY2023. The Offeror
Group’s gross profit margin increased from approximately 76.63% for
FY2022, to approximately 79.51% for FY2023, primarily attributable to a
significant increase in the Offeror Group’s revenue from and improved
gross profit margin for its anti-infective drugs due to a decrease in costs of
raw material for the production of Kewei (oseltamivir phosphate) and
decrease in manufacturing costs per unit benefitted from the economies of
scale attained from ramping up the Offeror Group’s production to meet
market demand.

The Offeror Group recorded losses of approximately RMB1,416
million for FY2022 and profit of approximately RMB1,014 million for
FY2023. With reference to Appendix V to the Composite Document, the
Offeror Group recorded losses for FY2022 primarily because of the lower
than usual sales volume of Kewei (oseltamivir phosphate) in FY2022 due
to travel restrictions, social-distancing measures and business closures that
significantly reduced the movement of people and increased widespread
preventive measures against influenza, which resulted in a significant
decline in the incidence of respiratory diseases such as influenza.
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Comparison between FY2023 and FY2024

The Offeror Group’s revenue decreased by approximately 37.06%
from approximately RMB6,386 million for FY2023 to approximately
RMB4,019 million for FY2024, primarily due to a decrease in revenue
from sales of anti-infective drugs for FY2024. With reference to Appendix
V to the Composite Document, the decrease in revenue from sales of anti-
infective drugs was primarily due to a decrease in sales volume of Kewei
(in the form of granule and capsule) as a result of a lower incidence of
seasonal flu outbreaks in 2024.

Nevertheless, the decrease in the Offeror Group’s revenue was
partially offset by (i) the increase in revenue from sales of chronic disease
treatment drugs primarily due to (a) increase in the sales of its insulin
products as all five of the Offeror Group’s insulin products have been
included in the volume-based procurement schemes of PRC public
hospitals in 2024 (a scheme adopted by PRC hospitals aimed to achieve a
lower price of pharmaceuticals and medical devices centered on medical
products with mature, high-volume clinical usage and sufficient market
competition through a competitive bidding process for large-volume
procurement); and (b) increase in sales of its insulin products, other
hypoglycemic products and Esomeprazole Magnesium as a result of an
increase in related educational promotion activities; and (ii) the increase in
revenue from others primarily due to license fee generated pursuant to an
exclusive development and commercialisation license agreement with
Apollo Therapeutics Group Limited, a portfolio biopharmaceutical
company headquartered in the United Kingdom and one of its affiliates
(namely, Apollo AP60 Limited), for the development, manufacture and
commercialisation of the GLP-1/FGF21 dual agonist HEC88473 (an
innovative drug candidate of the Offeror Group that can simultaneously
activate GLP-1 and FGF receptors, which synergistically lower blood
glucose levels, reduce body weight and improve lipid metabolism).

As a result of the foregoing, the Offeror Group’s gross profit
decreased by approximately 39.76% from approximately RMBS5,077
million for FY2023 to approximately RMB3,059 million for FY2024. The
Offeror Group’s gross profit margin decreased from approximately 79.51%
for FY2023 to approximately 76.11% for FY2024. With reference to
Appendix V to the Composite Document, the aforesaid decrease in the
Offeror Group’s gross profit margin was primarily due to decreased sales
in Kewei, a high margin product.

The Offeror Group’s profit decreased by approximately 97.55% from
approximately RMB1,014 million for FY2023 to approximately RMB25
million for FY2024. With reference to Appendix V to the Composite
Document, the aforesaid decrease in the Offeror Group’s profit was
primarily due to (i) the decrease in revenue and gross profit as
aforementioned; (ii) the significant increase in impairment loss on trade
and other receivables (from approximately RMB3 million for FY2023 to
approximately RMB126 million for FY2024), equity-settled share-based
payment expenses (from approximately RMB130 million for FY2023 to

— IFA-11 -



LETTER FROM GRAM CAPITAL

222

approximately RMB267 million for FY2024), and listing and privatisation
expenses (from approximately RMB3 million for FY2023 to approximately
RMB17 million for FY2024), partially offset by (a) the decrease in
distribution costs primarily attributable to decrease in the Offeror Group’s
promotional activities for anti-infective drugs as a result of a lower
incidence of seasonal flu outbreaks in 2024 and the decrease in bonuses
under labour costs for the Offeror Group’s sales and marketing personnel;
and (b) decrease in income tax expense.

Financial position

Set out below is a summary of the audited consolidated financial position
of the Offeror Group as at 31 December 2022, 2023 and 2024, prepared in
accordance with the IFRS, as extracted from Appendix V to the Composite
Document:

Assets
Fixed assets
Intangible assets
Trade and bills
receivables
Other receivables
Prepayments
Restricted cash
Cash and cash
equivalents
Other assets

Total assets

Liabilities

Trade and other payables

Bank loans and other
borrowings (including
interest-bearing
borrowings)

Other liabilities

Total liabilities

Net current assets/
(liabilities)
Net assets/(liabilities)

As at As at As at
31 December 31 December 31 December
2024 2023 2022
RMB’000 RMB’000 RMB’000
4,390,990 4,179,536 4,002,509
1,573,456 1,605,045 1,914,857
1,722,556 1,906,387 808,652
171,737 112,101 1,465,771
1,088,668 489,670 457,307
435,617 1,567,300 110,270
1,480,810 1,920,158 971,510
1,067,680 877,902 958,107
11,931,514 12,658,099 10,688,983
2,421,629 2,594,007 4,917,390
4,483,293 5,250,510 6,164,137
559,092 638,263 481,391
7,464,014 8,482,780 11,562,918
164,509 233,985 (4,807,661)
4,467,500 4,175,319 (873,935)
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As depicted from the above table, the Offeror Group’s total assets mainly
comprised of fixed assets, intangible assets, trade and other receivables,
prepayments, restricted cash and cash and cash equivalents; and the Offeror
Group’s total liabilities mainly comprised of trade and other payables and bank
loans and other borrowings (including interest-bearing borrowings).

The Offeror Group’s fixed assets increased from approximately RMB4,003
million as at 31 December 2022 to approximately RMB4,180 million as at 31
December 2023, and further increased to approximately RMB4,391 million as at
31 December 2024. With reference to Appendix V to the Composite Document,
the Offeror Group’s fixed assets mainly represented the Offeror Group’s
manufacturing facilities (including R&D) and the increase in the Offeror
Group’s fixed assets was primarily a result of its expansion of manufacturing
facilities for the production of new biosimilar and generic drugs; the
construction of new facility for its innovative drugs.

As at 31 December 2024, the net book value of the Offeror Group’s
intangible assets was approximately RMB1,573 million. With reference to
Appendix V to the Composite Document, these intangible assets represented the
Offeror Group’s hepatitis C drugs, insulin and other drugs and the net book
value of which represented cost of relevant patents, intellectual property rights
and capitalised development costs, less accumulated impairment losses and
amortisation.

The Offeror Group’s trade and bills receivables increased from
approximately RMB809 million as at 31 December 2022 to approximately
RMB1,906 million as at 31 December 2023, and decreased to approximately
RMB1,723 million as at 31 December 2024. With reference to Appendix V to
the Composite Document, the increase in the Offeror Group’s trade and other
receivables as at 31 December 2023 as compared to that as at 31 December
2022 was mainly due to the significant increase in sales for FY2023 as
compared to that for FY2022, in line with an improvement in the Offeror
Group’s business operations; and the decrease in the Offeror Group’s trade and
other receivables as at 31 December 2024 as compared to that as at 31
December 2023 was primarily due to the decrease in demand for the Offeror
Group’s oseltamivir phosphate products caused by a lower incidence of seasonal
flu outbreaks in 2024, which resulted in lower revenue and balance of trade and
bills receivables.

The Offeror Group’s other receivables significantly decreased from
approximately RMB1,466 million as at 31 December 2022 to approximately
RMB112 million as at 31 December 2023 and approximately RMB172 million
as at 31 December 2024, primarily due to the repayment received by the Offeror
Group from its related parties on outstanding loans in 2023.
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2.3

The Offeror Group’s restricted cash increased from approximately
RMBI110 million as at 31 December 2022 to approximately RMB1,567 million
as at 31 December 2023, and decreased to approximately RMB436 million as at
31 December 2024. With reference to Appendix V to the Composite Document,
the significant increase in restricted cash as at 31 December 2023 as compared
to that as at 31 December 2022 was primarily due to the increase in Offeror
Group’s bank loans for the repurchase of its outstanding convertible bonds,
which required the Offeror Group to place funds in escrow. The decrease in
restricted cash as at 31 December 2024 was due to the Offeror Group’s
repayment of the aforesaid bank loans, resulted in the release of a portion of its
restricted cash from escrow.

As at 31 December 2024, the Offeror Group’s net current assets and net
assets were approximately RMB165 million and RMB4,468 million
respectively.

Please refer to the section headed “Financial Information” of Appendix V
to the Composite Document for more details on the financial review of the
Offeror Group.

Given that (i) the Offeror Group’s revenue was mostly contributed by the
Group for the three years ended 31 December 2024; and (ii) the significance of
the Offeror Group (excluding the Group) is its R&D capability and the Pipeline
Products (which was included in the value of the entire shareholders’ equity of
the Offeror as at 31 December 2024 under the Valuation Report), comparison
between the fundamentals of the Offeror Group and the Group does not
contribute to our assessment on the terms of the Merger.

Highlights of the Group and the Offeror Group

Set out below are highlights of different business and operational aspects of (i)

the Group; and (ii) the Offeror Group (including the Group):

The Group The Offeror Group
Business Development, production and sales R & D, production and
overview of pharmaceutical products IN commercialisation of pharmaceutical
mainland China. products IN AND OUTSIDE

mainland China.
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Drug
development

R&D team

The Group

Consistency evaluation of existing
small molecule generic drugs, and
subsequent clinical development of
the more mature pharmaceutical
products in research acquired
through external introduction
(independent third parties and the
Offeror Group).

Nil
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The Offeror Group

Pre-clinical R&D and clinical
development of new small molecule
and large molecule drugs,
development of small molecule
generic drugs and biosimilar drugs.

The R&D team has an excellent track
record of developing innovative
drugs, having successfully launched
three innovative drugs onto the
market (namely, Dongwei’en
(emitasvir phosphate), Dong’antai
(netanasvir phosphate) and
Dong’anqgiang (encofosbuvir)),
advancing one innovative drug to the
NMPA’s review for launching in
China and progressed dozens of
independently-discovered drug
candidates to the clinical research
stage.

More than 1,100 R&D personnels
which consist of scientists with
extensive working experience gained
in multinational pharmaceutical
companies and pharmaceutical talents
with extensive experience in R&D.
The R&D team is led by Mr. Zhang
Yingjun (a director of the Offeror)
and core members of the R&D team
also include Dr. Zhang Ji, Dr. Gu
Baohua, Dr. Ye Qunrui, Dr. Liang
Shaogin and Dr. Cai Xiaoli, which
held senior positions at renowned
pharmaceutical companies and
research institutions. They have been
involved in drug discovery and
development across various field.
They have over 25 years of
experience in drug discovery and
development and have profound
insights and extensive experience in
all aspects of drug development.
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Number of
approved
drugs as at 20
June 2025,
being the
latest
practicable
date of the
Listing
Document
(“Listing
Document
LPD”)

Number of drugs
candidates as
at Listing
Document
LPD

Product types,
brands and
patents

The Group

61 approved drugs in China,
including:

2 innovative drugs;
° 5 biosimilar drugs, and

54 generic drugs.

2 drug candidates, including:

° [ innovative drugs; and
° I biosimilar drug.

The Company has been granted
drug approvals for most of its
pharmaceutical products, and has
owned some drug pipelines,
including 33 generic drugs that
were acquired by the Company
from the Offeror.

The Company’s main products

focus on anti-infection, endocrine
diseases and metabolic diseases.
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The Offeror Group

150 approved drugs in the world,
including China, the United States
and Europe, covering:

° 3 innovative drugs;
° 5 biosimilar drugs,
° 142 generic drugs.

101 drug candidates, including:

49 innovative drugs;
7 biosimilar drugs;
9 modified new drugs; and

36 generic drugs.

The pharmaceutical products of the
Offeror Group (excluding the
products previously transferred to the
Company) are mainly target at anti-
infection, anti-tumor, and chronic
diseases.
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Pharmaceuticals
production

The Group

The production of pharmaceutical
products for domestic market. Yidu
production base (‘‘Yidu
Production Base”) has obtained
Chinese GMP certification.

As at 31 December 2024, Yidu
Production Base was the largest
production base of oseltamivir
phosphate formulation in the world
and can produce a wide range of
insulin products ranging from
second to fourth generation.
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The Offeror Group

The production of pharmaceutical
products for domestic and overseas
markets.

In addition to the Yidu Production
Base, the Offeror Group also owned
the Songshan Lake production base
(“Songshan Lake Production
Base”).

Songshan Lake Production Base is a
first-class factory in China producing
solid chemical formulation and
biologics. It has obtained GMP
certifications from United States, the
European Union and China, including
passing EU GMP audit conducted by
National Office for Health and Social
Affairs of Germany in November
2023, GMP inspection by the U.S.
FDA in March 2024, and a GMP
compliance check by the Guangdong
Provincial Drug Administration in
January 2025.

A large-scale biologics facility
located in Dongguan that complies
with international GMP standards is
expected be completed in 2026,
equipped with production lines for
cell, E coli fermentation and yeast
fermentation as planned, which will
provide solid support for the
commercialization of our biologics
under development.
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Production bases’
specification
as at the
Listing
Document
LPD

Sales of
pharmaceutical
products

Sales and
marketing
team as at the
Listing
Document
LPD

The Group

Yidu Production Base

Gross floor area:

Yidu Factory No. 1: 29,621 square
meters

Yidu Factory No. 2: 18,299 square
meters

Yidu Factory No. 3:
square meters

231,942

Production line:

Oral solid dosage form (tablets,
capsules and granules)
Freeze-dried powder for injection
Active pharmaceutical ingredient
(API)

Designed annual production
capacity:

Tablets: 2,000 million pills
Granules: 1,600 million packets
Capsules: 1,500 million pieces
Insulin (API): 1,000 kilograms
Insulin (injection): 15 million vails
APIs: 60.3 tonnes

Freeze-dried powder for injection:
4.5 million vials

The Group
pharmaceutical
products in China.

only sells
preparation

The Group has 1,854 staffs in its
sales teams, across nationwide
product distribution network,
which was built solely by the
Group’s effort.
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The Offeror Group

In addition to the Yidu Production
Base, the Offeror Group also owned
the Songshan Lake Production Base
with the following specifications:

Songshan Lake Production Base

Gross floor area:
21,298 square meters

Production line:
Oral solid dosage form (tablets and
capsules)

Designed annual production capacity:
Tablets: 1,500 million pills
Capsules: 350 million pieces

Aggregated designed annual
production capacity of the Offeror
Group’s production bases:

Tablets: 3,500 million pills

Granules: 1,600 million packets
Capsules: 1,850 million pieces
Insulin (API): 1,000 kilograms
Insulin (injection): 15 million vails
APIs: 60.3 tonnes

Freeze-dried powder for injection: 4.5
million vials

Sales of pharmaceutical products in
China and overseas.

The Offeror Group has 1,884
employees (including those of the
Group) engaged in its marketing and
educational promotion activities,
covering 32 provinces, cities and
autonomous regions and nearly 300
prefecture-level cities in the PRC.
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Reasons for and the benefits of the Merger and the Listing
3.1 Background and reasons of the Merger and the Listing

With reference to the Board Letter, the Offeror plans to further integrate with
the Company to become a comprehensive pharmaceutical company driven by
independent R&D and incorporating R&D, production and sales capabilities, further
capitalising on the scale effect and synergies to unleash greater growth potential. Set
out below are the summarised reasons and benefits of the Merger, as noted from the
section headed ‘“Reasons and Benefits of the Merger and the Listing” of the Board
Letter.

3.1.1 Becoming an integrated pharmaceutical company through the Merger

As advised by the Directors, before the completion of the Merger, the
Group lacks an independent R&D system and its drug products (including
Kewei (oseltamivir phosphate)) were obtained through acquiring the relevant
patents and the R&D through contract research organizations (CROs). The
Group’s financial performance was to a certain extent dependent on the sales
performance of Kewei (the Group’s core product) as approximately 82.58%,
87.53% and 66.83% of the Group’s revenue for FY2022, FY2023 and FY2024,
respectively, was derived from the sales of Kewei. The Group represents part of
the production function and the PRC’s sales and distribution function of the
Offeror Group. As Kewei was the core product of the Group and the Offeror
Group, the Offeror Group had historically relied on the revenue generated from
the sales of Kewei through the Group (accounted for approximately 61.92% of
the Offeror Group’s revenue for FY2024), hence a significant portion of the
Offeror Group’s financial performance was attributed by the Group.
Nevertheless, the Offeror Group has been committed to developing products
with breakthrough potential, including 49 innovative drug candidates and 7
biosimilar drug candidates. It has extensive experience in engaging in in-house
R&D of innovative drugs and has established a diverse and robust pipeline of
innovative drug candidates with commercialization potential.

As stated in the 2024 Annual Report, as the development direction of
China’s pharmaceutical industry is gradually shifting from generic drugs to
innovative drugs, drug innovation has become the core competitiveness which
supports the future development of enterprises. In order to capture opportunities
in the fierce competition, pharmaceutical companies need to make continuous
efforts in various aspects including product R&D, refinement of technical
processing abilities, production and supply chain management and sales
management.

As disclosed in section headed *“2.3 Highlights of the Group and the
Offeror Group” above, as at the Listing Document LPD, the Group owned 61
approved drugs in the PRC (majority of which were acquired by the Group from
the Offeror Group) and 3 drugs candidates. On the other hands, the Offeror
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Group had 150 approved drugs and 101 drug candidates as at the Listing
Document LPD, including 49 innovative drug candidates, 7 biosimilar drug
candidates, 9 modified new drug candidates and 36 generic drug candidates.

The Offeror Group has more than 1,100 R&D personnels which consist of
scientists with extensive working experience gained in multinational
pharmaceutical companies and pharmaceutical talents with rich experience in
R&D, its R&D team has deep understanding and profound experience in various
aspects of drug R&D, providing strong support for the Offeror Group’s product
development. On the other hand, the Group did not have any R&D personnel.
The Group can only carry out the re-development activities for its existing
drugs, while the Offeror Group has full-cycle drug development capabilities
covering all aspects, including pre-clinical R&D and clinical development of
small molecule and large molecule new drugs, development of small molecule
generic drugs and biosimilars. The Group currently does not possess the full-
cycle drug development capabilities similar to that of Offeror Group. The
Group’s core competitiveness lies in its strong domestic product
commercialization capabilities.

The Offeror Group’s R&D capability was far greater and with deeper
pipeline portfolio than those of the Group.

Previously, the Group’s R&D activities were mostly related to its existing
products and pipeline products that the Group already owned, and their
respective related manufacturing and production processes. The Group’s current
strategies on acquiring new drug products include (i) acquire rights to
manufacture and sell new products from third parties; and (ii) seize cooperation
opportunities from the Offeror Group through cooperation model between the
Offeror Group and the Group pursuant to the 2021 Non-Competition
Agreement.

Furthermore, pursuant to the 2021 Non-Competition Agreement:

° The Offeror shall be responsible for all R&D activities, submission of
regulatory approval documents, completion of clinical trials, obtaining
of pharmaceutical approval numbers and other cooperative
arrangement for (1) national pharmaceutical approval numbers for its
pharmaceutical products listed overseas; and (2) new national
pharmaceutical approval numbers (together with (1), the “Domestic
Cooperative Products™).

e The Offeror shall have the right to choose to retain the relevant
intellectual property rights, proprietary technologies, clinical trial
approvals and pharmaceutical approval numbers for the domestic
pharmaceutical products, and determine fair terms for the cooperation
and transaction of the Domestic Cooperative Products through various
market-based mechanisms for commercialization. If the Company
determines to accept the cooperation opportunities, the Company may
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be given priority to obtain opportunities for the promotion and
commercialization of the Domestic Cooperative Products within the
PRC at nil consideration and cooperate and carry out transactions
through the income sharing model.

To accelerate R&D progress of the Domestic Cooperative Products (which
is conducive to the Company’s intention of expanding its pipeline in view of the
fierce competition in domestic pharmaceutical market), the Company entered
into the drug R&D pipeline cooperation framework agreement with the Offeror
on 29 November 2023, pursuant to which the Company will bear part of the
R&D expenses of the Domestic Cooperative Products, and both parties will
collaborate by way of sharing sales with reference to R&D investment amount
of the relevant products in domestic commercialisation stage.

We understood from the Directors that (i) the Group was granted the rights
to use certain patents relating to oseltamivir phosphate (i.e. Kewei) from
Shenzhen HEC Industrial, which Shenzhen HEC Industrial in-licensed from the
licensor of oseltamivir phosphate; and (ii) the Group acquired 35 new drug
products from the Offeror in 2018 and 2019.

The Group’s product structure is relatively simple and its channels for
acquiring new drug products are to a certain extent relied on the Offeror.
Through the Merger, the R&D capability and the pipeline of the Offeror Group
and the sales capability of the Group shall be integrated and the Post-Merger
Offeror shall have less reliance on Kewei through Post-Merger Offeror’s diverse
and robust drug pipeline upon commercialisation, particularly, its abundant
pipeline of innovative drugs.

3.1.2 Integration of domestic and overseas sales channels

With reference to the Board Letter, pursuant to the non-compete agreement
and to avoid competition between the Company and the Offeror, the Group was
solely responsible for the commercialisation of pharmaceutical products in the
PRC, while the Offeror Group was solely responsible for the pharmaceutical
R&D and overseas sales. After years of development, the Company has formed
a large domestic sales network in the PRC, while the Offeror has built an
extensive sales network which covers eight jurisdictions and regions including
but not limited to the United States, Germany, and the United Kingdom. By
combining the sales channels of the Company and the Offeror, the Post-Merger
Offeror will form a fully-integrated extensive sales network. As a result, the
Post-Merger Offeror can carry out its business operations more flexibly and
respond to the unmet medical demands for different pharmaceutical products
without being subject to the constraints of the non-compete agreement and
provide its diverse and robust pipeline of pharmaceutical products to both
domestic and overseas markets.
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With reference to Appendix V to the Composite Document, over 95% of
the Offeror Group’s revenue was derived from the PRC (through the Group)
during the three years ended 31 December 2024. We understood from the
Directors that the Offeror Group’s revenue from outside the PRC was primarily
derived from sales of generic drugs (drugs that contain the same active
ingredients as original formulation and is comparable in dosage form, strength,
quality, performance and intended use) which faces intense competition with
other generic drugs in the overseas market, hence its revenue contribution to the
Offeror Group was relatively low. Although the Offeror Group had limited
revenue from oversea markets, as noted from the Board Letter, the overseas
sales and distribution network of the Offeror Group spans across eight countries
including the United States, Germany and the United Kingdom. As the Offeror
Group had several innovative and biosimilar drug candidates that are
conducting clinical trials overseas, the Offeror Group’s established overseas
sales and distribution network would help the promotion of these overseas drug
candidates upon commercialization. Furthermore, the Offeror plans to expand
its overseas sales network to Africa and Latin America, forming a global sales
network across five continents.

3.1.3 Improve overall corporate efficiency for long-term sustainable and
resilient growth

Under the current arrangement, the review chain of major business
decision-making processes is long and requires approval from each of the
Offeror and the Company. Since the listing of the H Shares, the Company had
conducted various connected transactions with the Offeror, which as noted from
the Board Letter, takes a long time to implement the approval process.

The integration of the Company and the Offeror can optimise the
management structure, shorten business decision-making process and improve
management operation efficiency. Together with integration of the R&D
capability of the Offeror Group and the sales capability of the Group, are
conducive to achieving long term sustainable and resilient growth.

The Offeror is committed to becoming an integrated world-class
pharmaceutical enterprise under the dual driving forces of “innovation” and
“internationalisation”. Through the integration, the Offeror intends to achieve
structural optimisation and business integration. The Merger and the Listing
will enable the Offeror to reap further synergies from the integration of
“research, production and marketing” and enhance its market competitiveness,
which in turn will maximise returns for shareholders. Details of the strategic
plans of the Offeror Group in the sub-section headed ‘““Strategic Plans of the
Offeror Group” under the section headed “Reasons and Benefits of the Merger
and the Listing” of the Board Letter.
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3.2 Benefits to the Share Exchange Shareholders

With reference to the Board Letter, the board of the Offeror believes that the
Post-Merger Offeror will be an attractive investment target. Upon completion of the
Merger, the Share Exchange Shareholders will not only be able to continue holding
their investment in the Company (as a part of the Offeror) which will be equipped
with commercialisation capabilities; but also be able to share the R&D results from
the R&D platform and the benefits brought by the potential synergies that can be
realised as a result of the Merger (such as the Offeror’s diversified pipeline portfolio
and the integration of domestic and overseas sales channels).

3.2.1 Industry overview of pharmaceutical industry

With reference to the Board Letter, the Offeror has established a diverse
and robust product pipeline focused in three major therapeutic areas with huge
unmet clinical need, and has formed differentiated development paths in each
R&D fields, namely (a) pipeline of anti-infective drugs covers indications such
as influenza, hepatitis B and hepatitis C and acute respiratory infection; (b) in
the field of chronic diseases covering respiratory system diseases, metabolic
disorders and neuropsychiatric disorders; and (c) oncology pipeline focusing on
the treatment of solid tumour and blood cancers (hematological malignancy)
utilising technologies such as precise targeting.

Given the above, we extracted and analysed certain statistics regarding the
pharmaceutical industry (in particular, the therapeutic areas which the Offeror
Group (including the Group) is specialised in and the relevant markets) as
extracted from the section headed “Industry Overview” of Appendix V to the
Composite Document, prepared by Frost & Sullivan (the ‘“Industry
Overview”’). We have primarily relied on the research of Frost & Sullivan to
analyse the pharmaceutical industry as we are unable to obtain market statistics
and information on the PRC’s pharmaceutical industry relating to the areas that
the Offeror Group is specialized in, namely, the anti-influenza drug market,
chronic diseases drugs market and oncology drug markets. We consider the
Industry Overview prepared by Frost & Sullivan to be objective, fair and
representative on the basis that (i) Frost & Sullivan is independent global
market research and consulting company founded in 1961 and it was engaged
by the Offeror to conduct a detailed analysis and prepare an independent
industry report in connection with the Listing (the “Listing Engagement”); (ii)
Frost & Sullivan was engaged to prepare independent market research reports
for pharmaceutical markets for various listing applicants, particularly, Frost &
Sullivan was engaged by over 10 listing applicants which were successfully
listed on the Stock Exchange within the PRC pharmaceutical industry during the
period from 1 January 2024 up to and including the Latest Practicable Date;
(iii) team head of Frost & Sullivan responsible for the Listing Engagement is
responsible for Frost & Sullivan’s life science team in the Greater China region
and had involved in the preparation of various market research reports for
pharmaceutical markets; while the team head and officers of Frost & Sullivan
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possess extensive knowledge and experience in IPO consulting, new drug
products market entry and pricing; (iv) the fee payable by the Offeror to Frost
& Sullivan for the preparation of its report is not contingent upon the successful
Listing or the results of its report; and (v) Frost & Sullivan prepared its report
based on its in-house database, independent third-party reports and publicly
available data from reputable industry organisation and Frost & Sullivan had
independently analysed the information. Thus, we consider the estimation and
statistics contained in the Industry Overview are objective, fair and
representative.

Size of the pharmaceutical market in the PRC

Set out below are the size of the pharmaceutical market in the PRC
during the five years ended 31 December 2023, as extracted from the
Industry Overview:

2019 2020 2021 2022 2023

Size of pharmaceutical
market in the PRC
(RMB billion) 1,633 1,448 1,591 1,554 1,618

The size of pharmaceutical market in the PRC fluctuated from 2019
to 2023 and reached RMB1,618 billion for 2023. According to the Industry
Overview, the growth factors of the PRC pharmaceutical market include,
among others, increasing patient population, improvement of China’s
economy and increase in per capita income, increase in medical insurance
expenditures and favourable government policies.

Based on the statistics published by the National Bureau of Statistics
of the PRC:

e The Chinese population recorded year-on-year decrease for each
of 2022, 2023 and 2024, and decreased from approximately
1,412 million as of the end of 2020 to approximately 1,408
million as of the end of 2024. However, the aging population of
the PRC (population with age of 65 or above) had been growing,
from approximately 191 million as of the end of 2020 to
approximately 220 million as of the end of 2024, representing a
compound annual growth rate (“CAGR”) of 3.60%, and
accounted for approximately 16% of the Chinese population as
of the end of 2024.

e The PRC’s disposable income per capita recorded year-on-year
increase for each of 2021, 2022, 2023 and 2024, and increased
from RMB32,189 for 2020 to RMB41,314 for 2024, representing
a CAGR of 6.44%.
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e The PRC’s healthcare expenditure per capita recorded year-on-
year increase for each of 2021, 2022, 2023 and 2024, and
increased from RMBI1,843 for 2020 to RMB2,547 for 2024,
representing a CAGR of 8.42%.

The growing aging population of the PRC would lead to increase in
the number of patients of age-related diseases such as chronic diseases and
cancers. The increasing disposable income per capita and the rising health
awareness of the Chinese population, as substantiated by the increasing
healthcare expenditure per capita, may further promote the development of
the pharmaceutical market in the PRC.

Size of the anti-influenza drugs market in the PRC

Set out below are (i) the size of anti-influenza drugs market in the
PRC during the five years ended 31 December 2024, as extracted from the
Industry Overview; and (ii) the influenza cases reported in the PRC during
the five years ended 31 December 2024, being the latest five full-year
statistics published by the National Health Commission of the PRC and the
National Disease Control and Prevention Administration of the PRC:

2020 2021 2022 2023 2024

Size of anti-influenza drug
market in the PRC
(RMB billion) 3.2 1.6 4.4 11.0 6.7

Reported influenza cases in
the PRC (million) 1.1 0.7 2.5 12.8 8.6

The size of anti-influenza drug market in the PRC declined in 2021,
primarily due to the impact of COVID-19 pandemic. Subsequently, the size
of anti-influenza drug market in the PRC increased to approximately
RMB4.4 billion for 2022. With the end of the COVID-19 pandemic, other
respiratory infectious diseases have broken out intensively and the impact
of the influenza epidemic in the PRC was greater as compared to the pre-
pandemic period. As a result, the size of anti-influenza drug market in the
PRC increased significantly to approximately RMB11.0 billion for 2023.
As there were no significant influenza outbreaks in the PRC in 2024, the
demand for anti-influenza drugs decreased and the size of anti-influenza
drugs market in the PRC decreased to approximately RMB6.7 billion for
2024.
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With reference to the Industry Overview, the sales value of
oseltamivir phosphate in the PRC was approximately RMB4.7 billion for
2024, accounted for approximately 70.3% of the size of anti-influenza drug
market in the PRC. In the same year, the Offeror Group’s revenue from
sales of oseltamivir phosphate was approximately RMB2.6 billion,
accounted for approximately 38.8% of the size of anti-influenza drug
market in the PRC.

Size of the anti-hepatitis B drugs market and anti-hepatitis C drugs market
in the PRC

Set out below are the size of the anti-HBV drugs market and anti-
HCV drugs in the PRC during the five years ended 31 December 2023, as
extracted from the Industry Overview:

2019 2020 2021 2022 2023

Size of anti-HBV drugs
market in the PRC
(RMB billion) 10.9 9.9 10.2 10.8 9.9

Size of anti-HCV drugs
market in the PRC
(RMB billion) 2.5 3.2 3.4 3.4 3.7

The size of anti-HBV drugs market in the PRC decreased from
RMB10.9 billion for 2019 to RMB9.9 billion for 2023. As noted from the
Industry Overview, current treatments for HBV have significant limitations
as these medications do not achieve complete eradication of HBV and
require long-term treatment regimen. With the improvement of health
management awareness, the progress of detection of hepatitis B in primary
medical institutions and the introduction of various innovative HBV drugs,
the treatment for HBV is expected to become more affordable, market
demand is projected to expand rapidly and the size of anti-HBV drugs in
the PRC is expected to reach RMB43.4 billion for 2030, representing a
CAGR of approximately 23.51% as compared to that for 2023.

The size of anti-HCV drugs market in the PRC increased from
RMB2.5 billion for 2019 to RMB3.7 billion for 2023. With reference to
the Industry Overview, the current diagnosis rate of chronic hepatitis C in
the PRC is extremely low because of, among other factors, lack of obvious
symptoms. With the increasing awareness of health management of HCV,
the HCV diagnosis rate is expected to increase substantially and it is
estimated that the number of diagnosed chronic HCV patients will increase
to 3.1 million in 2030; and the market size of anti-HCV drugs market in
the PRC will increase to RMB4.9 billion for 2030.
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Size of metabolic diseases drugs and diabetes drugs market in the PRC

Set out below are the size of metabolic diseases drugs market
(including diabetes drugs) in the PRC during the five years ended 31
December 2023, as extracted from the Industry Overview:

2019 2020 2021 2022 2023

Market size of metabolic
diseases drug market in
the PRC (RMB billion) 91.7 86.3 96.7 101.9 107.4

Market size of diabetes
drug market in the PRC
(RMB billion) 65.4 63.2 64.7 66.4 67.6

There was year-on-year increase in the size of metabolic disease
drugs market for each of the year 2021, 2022 and 2023. Diabetes drugs
represented the largest segment of the PRC metabolic diseases drug market
and accounted for over 60% of the PRC metabolic diseases drug markets
(in terms of market size) over the five years ended 31 December 2023. We
noted from the Industry Overview that, as a results of unhealthy lifestyle
habits and an aging population, the prevalence of diabetes in China is high
and continues to rise.

We noted from the Industry Overview that the diabetes drug market
in the PRC is segmented by different types of diabetes drugs, and insulin
and its analogs accounted for approximately 27% of the diabetes drug
market in the PRC in 2023. However, as a result of the volume-based
procurement scheme of insulin products and increased penetration rate of
alternative therapeutics, the price of insulin and its analogs decreased over
the years. As at the Listing Document LPD, there were over 60 companies
that have received approval to manufacture insulin products in the PRC,
and the top six market players (including the Offeror Group) hold an
aggregate of over 55.0% of the market share of the insulin market in the
PRC in terms of revenue in 2023.

Furthermore, there are several new drugs for the treatment of diabetes
introduced to the Chinese market, including SGLT-2 inhibitors (sodium-
gloucose Cotransporter-2, a protein that facilitates gloucose reabsorption in
the kidney). The market size of SGLT-2 inhibitors had increased
substantially over the past year, from approximately RMB1.3 billion for
2019 to approximately RMB10.5 billion for 2023, accounted for
approximately 15.5% of the diabetes drug market in the PRC. As at the
Listing Document LPD, there are six approved generic SGLT-2 inhibitors
and two innovative SGLT-2 inhibitors that are at the new drug applicable
stage in the PRC, including Olorigliflozin under the name of Dongjiantang,
one of the drug candidates in the Offeror Group’s pipeline.
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The diabetes drug market in the PRC remains highly competitive,
with decreasing price of insulin and its analogs; concentration of the
insulin market by the top six market players; and new drug products
introduced to the Chinese market. Nevertheless, the Offeror Group had
made progress in developing new diabetes drug (which had completed the
relevant BLA/NDA) to better position itself in view of the shift in drug
product structures in the market.

Size of oncology drugs market in the PRC

Set out below are the size of oncology drugs market in the PRC
during the five years ended 31 December 2023, as extracted from the
Industry Overview:

2019 2020 2021 2022 2023

Size of oncology drugs
market in the PRC
(RMB billion) 182.7 197.5 231.1 233.6 269.0

There was year-on-year increase in the size of oncology drugs market
in the PRC for each of the year 2020, 2021, 2022 and 2023. The size of
oncology drugs market in the PRC increased from RMB182.7 billion for
2019 to RMB269.0 billion for 2024, representing a CAGR of
approximately 10.15%. With reference to the Industry Overview, the
increasing prevalence of cancer in the PRC, driven by an aging population,
lifestyle changes and environmental influences, had led to higher demand
for oncology drugs. AML is the most common type of leukemia among the
adult population and accounted for approximately 80% of all cases of
leukemia.

With reference to the Board Letter, Clifutinib besylate under the name
Dongningchun, is a class I innovative drug candidate the Offeror Group
had been developing in-house for the treatment of AML and had reached
phase III clinical trial.

Despite the challenges faced in the PRC diabetes drugs market driven
by the segmented market landscape and the emergence of new innovative
drug products, against the backdrop of (i) the Offeror Group’s solid
performance in the PRC anti-influenza drugs market; (ii) the R&D
progress made by the Offeror Group in developing an innovative drug
product for the treatment of diabetes; and (iii) the increasing prevalence
rate of cancer in the PRC and the Offeror Group’s continuous effort in
developing innovative oncology drugs (namely, Dongningchun), we are of
the view that the prospects of the Offeror Group in its specialised
therapeutic areas (infectious diseases, chronic diseases and oncology) are
generally positive.
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3.3

3.2.2 Immediate capital return

With reference to the Board Letter, the Share Exchange Shareholders will
also directly receive immediate cash benefits by way of Special Dividend of
HKS$1.50 per Share to be distributed by the Company, thus enabling the Share
Exchange Shareholders to realise a certain level of capital return from their
investment.

We noted from the Company’s past annual reports that since the listing of
the Company’s H Shares on 29 December 2015, the Company had been paying
out cash dividend in respect of each of the financial year up to 31 December
2020 with dividend payout ratio (excluding the bonus issue declared by the
Company on 27 March 2020) ranging from approximately 10.53% to 48.95%.
As advised by the Directors, the Group’s financial performance had
significantly worsened since the second half of 2020 as a result of the outbreak
of the COVID-19 pandemic and the Company had not distributed its earnings
ever since.

The Special Dividend of HK$1.50 per Share (equivalent to approximately
RMB1.37 per Share based on the Exchange Rate) represents a dividend payout
ratio of approximately 61% based on the Group’s aggregate net earnings per
share for the four years ended 31 December 2024.

Our conclusion

In conclusion, we are of the view that the Share Exchange Shareholders will be

benefited from the Merger based on the followings:

e the Share Exchange Shareholders shall directly receive immediate capital
return in the form of the Special Dividend (subject to the fulfilment (or
waiver, as applicable) of all the Pre-Conditions and Conditions);

e the Group currently lacks R&D capability and majority of its revenue was
derived from the sales of its core product, Kewei. The Post-Merger Offeror
would be better equipped with the R&D capability, the pipeline of the
Offeror, and the sales capability of the Company, and shall place less
reliance on a few major products with its diverse drug pipeline upon
commercialization. Upon completion of the Merger and the Listing, the
Share Exchange Shareholders will not only be able to continue holding
their investment in the Company (through their interests in the Offeror H
Shares), but will also share the benefits brought by the potential synergies
through the Merger of the Company and the Offeror (such as the Offeror’s
diversified pipeline portfolio and integration of domestic and overseas
sales channels); and

e the Offeror Group’s prospects in the PRC pharmaceutical market,
particularly those therapeutic areas the Offeror Group are specialized in.
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4. Valuation of the Offeror H Shares

With reference to the Board Letter, the Valuation Adviser appointed by the Offeror
to value the Offeror H Shares has estimated that the estimated value of the entire
shareholders’ equity of the Offeror as at 31 December 2024 is approximately
RMB31,093.0 million, with a range from approximately RMB28,382.3 million and
RMB34,478.1 million, which implies the theoretical value of approximately RMB67.02
(equivalent to approximately HK$73.45 based on the Exchange Rate, the “Estimated
Value”) per Offeror H Share, with a range from approximately RMB61.18 to RMB74.32
per Offeror H Share (equivalent to approximately HK$67.04 to HK$81.44 per Offeror H
Share based on the Exchange Rate).

4.1 Background of the Valuation Adviser

For our due diligence purpose, we reviewed and enquired into (i) the terms of
engagement of the Valuation Adviser with the Offeror; (ii) the Valuation Adviser’s
qualification in relation to the preparation of the Valuation Report; and (iii) the steps
and due diligence measures taken by the Valuation Adviser for preparing the
Estimated Value. From the mandate letter and other relevant information provided by
the Valuation Adviser and based on our interview with the Valuation Adviser, we
were satisfied with the terms of engagement of the Valuation Adviser. Based on the
information provided by the Valuation Adviser, we noted that the Valuation Adviser
is a corporation licensed to carry out and Type 6 (advising on corporate finance)
regulated activity under the SFO, and the signatory of the Valuation Report had over
15 years of experience in corporate finance, capital markets and financial investment
experience, including valuation of to-be-listed companies during IPO process.

The Valuation Report is contained in Appendix II to the Composite Document and
was reported on by CICC in accordance with the requirements under Rules 10.3(b) and
11.1(b) of the Takeovers Code and by KPMG in accordance with the requirements under
Rules 10.3(b) and 11.1(a) of the Takeovers Code. The reports from CICC and KPMG are
also contained in Appendix II to the Composite Document.

On the basis of the foregoing, we are satisfied with the qualification and experience
of the Valuation Adviser for the preparation of the Valuation Report.

4.2 Valuation methodology

We have reviewed and discussed with the Valuation Adviser the methodology
used, and the basis and assumptions adopted, for the estimation of the Estimated
Value as set out in the Valuation Report. Based on our discussion with the Valuation
Adviser and the Valuation Report, the Valuation Adviser determined that sum-of-the-
parts approach (with all three of the commonly adopted valuation methodologies,
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namely income approach, asset-based approach and market approach being adopted)
is the most appropriate valuation methodology for the purpose of preparing the
Valuation Report as:

(i) the Offeror directly and indirectly hold approximately 51.41% equity
interest in the Company (the “Long-term Equity Investment”), which
was evaluated by the Valuation Adviser using market approach;

(ii) the Offeror Group has been investing into its pipeline products (the
“Pipeline Products”) through R&D, which has built assets with
substantial value in the form of capitalised expenditure and directly holds
them and such capitalised expenditure is expected to provide income
benefit streams in the future; and was evaluated by the Valuation Adviser
using income approach;

(iii) the 25 subsidiaries of the Offeror other than the Company (the “Other
Subsidiaries”), which have assets or in operation, do not exhibit
significant cash generating activities; and were evaluated by the Valuation
Adviser using asset-based approach (excluding their assets relating to
Pipeline Products, if any); and

(iv) assets and liabilities of the Offeror other than the Long-term Equity
Investment, the Pipeline Products (which replaced the Offeror Group’s
capitalised development costs as it forms part of the underlying value of
the Pipeline Products) and its investments in the Other Subsidiaries, were
evaluated by the Valuation Adviser using asset-based approach (the
“Other Assets and Liabilities”).

4.3 Bases and assumptions
4.3.1 Long-term Equity Investment under market approach

The value of the Long-term Equity Investment was estimated by the
Valuation Adviser with reference to the average closing prices of the Company
for 90 trading days prior to and including 31 December 2024 (the “90 Days
Average Closing Price”). Based on the Valuation Report, we noted that the
Valuation Adviser adopted the average closing prices of such period to reflect
the price which a buyer or seller is willing to transact.

We consider the average closing price of the Company over a medium
term of 90 days could weaken impact of any short-term fluctuation in prices of
the H Shares and thus such assumption is reasonable. Based on the 90 Days
Average Closing Price and the Offeror’s holding of approximately 51.41%
equity interest in the Company, the valuation of the Long-term Equity
Investment was approximately RMB3,825.2 million.
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We have reviewed the average closing prices of the H Shares for 120
trading days and 180 trading days prior to and including 31 December 2024,
and for FY2024. Based on the average closing prices of the H Shares for 120
trading days and 180 trading days prior to and including 31 December 2024,
and for FY2024, the value of the Long-term Equity Investment would be
approximately RMB3,819.3 million, RMB4,029.5 million and RMB4,034.1
million, respectively. We consider that the valuation of the Long-term Equity
Investment would not be (a) materially different using the average closing price
of the H Share for a longer period; and (b) materially over-valued using the 90
Days Average Closing Price.

We have also cross-checked the valuation of the Long-term Equity
Investment against the consolidated net asset value of the Group as at 31
December 2024. Based on the Group’s consolidated net assets of approximately
RMBS,508 million as at 31 December 2024, the value of the Long-term Equity
Investment would be approximately RMB4,374 million. We consider that the
use of the 90 Days Average Closing Price would not over-value the Long-term
Equity Investment as compared to that using the Group’s consolidated net
assets.

Given the aforesaid and that (i) the value of the Long-term Equity
Investment based on the Group’s consolidated net asset as at 31 December 2024
does not reflect the market value or value that may be realised by owner of the
Long-term Equity Investment; and (ii) the use of 90 Days Average Closing
Price reflects the average price which a buyer or seller is willing to transact
(i.e. market value/price) over a period of time to mitigate any short-term
fluctuation in prices, we consider the valuation of Long-term Equity Investment
of approximately RMB3,825.2 million using the 90 Days Average Closing Price
to be fair and reasonable.

4.3.2 Pipeline Products under income approach

The value of the Pipeline Products was estimated by the Valuation Adviser
with reference to the cash flow forecast of each individual Pipeline Products
based on their respective estimated operating results for the forecast period of
10 years with terminal growth of 1% (i.e. perpetual cash flow), discounted by
the relevant discount rate and adjusted for the estimated commercialisation
success rates.

For our due diligence purpose, we obtained from the Valuation Adviser the
underlying calculation of the estimated value of each Pipeline Products and
analysed on the following parameters.

Commercialisation success rate

As noted from the Valuation Report, the commercialisation success
rates were determined with reference to (i) the expected success
probabilities provided by the Offeror Group’s management; (ii) the
discussion between the Valuation Adviser and Frost & Sullivan; and (iii)
the research article ““Clinical Development Success Rates for Innovative
Drugs in China” (the “Research Article”) as contained in the academic
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journal “International Journal of Pharmacology (volume 18)”. In general,
commercialisation success rate is higher as the Pipeline Products achieved
later clinical stage.

We do not doubt the commercialisation success rates adopted by the
Valuation Adviser on the basis that (i) the expected success probabilities
were provided by the Offeror Group’s management, which has in-depth
understanding in the status of each Pipeline Products; (ii) the estimation
provided by Frost & Sullivan are objective, fair and representative based
on our analysis as set out under the sub-section headed “3.2.1 Industry
overview of pharmaceutical industry” above; (iii) the Research Article
analysed efficiency of drug development in the PRC by examining the
clinical trial success rates of drug candidates from 2003 to 2019 and
evaluated over 1,000 new drug submissions, focusing on phase transition
probabilities and approval probabilities; and (iv) the Valuation Adviser had
taken into account inputs from (i) to (iii) above, which reflects the Offeror
Group’s management expectation specific to each Pipeline Products,
objective inputs from Frost & Sullivan (being an independent global
market research and consulting company) and past commercialisation
success rates as shown in the Research Article.

Set out below are the range of commercialisation success rate for
each clinical stage of the Pipeline Products adopted by the Valuation
Adviser:

Clinical stage Pre-clinical Phase I ~ Phase I  Phase III Pre-listing

Range of success
probabilities 52-81% 47-81% 47-61% 61-93% 90-93%

We noted that there are two Pipeline Products that are still in early
clinical stages but with exceptionally high commercialisation success rate;
and one Pipeline Product that is in phase III clinical stage with
commercialisation success rate of 93%. As such, we enquired into the
Valuation Adviser regarding the reasonableness of the commercialisation
success rates of these Pipeline Products with exceptionally high
commercialisation success rate and we understood that the high
commercialisation success rate of these Pipeline Products was mainly
because (i) one of the Pipeline Products is biosimilar drug (a therapeutic
biological product that is similar in quality, safety and efficacy to a
reference drug approved for registration); (ii) one of the Pipeline Products
is also a biosimilar drug that is not required to undergo phase II clinical
trials; and (iii) one of the Pipeline Products had reached the end of phase
III clinical stage and is entering the pre-listing stage.
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Estimated revenue

The estimated revenue was projected by the estimated number of
patients for indication of each Pipeline Products, diagnosis rate, treatment
rate, product penetration rate and unit price. We enquired into the
Valuation Adviser and understood that the estimated number of patients
for relevant indications, diagnosis rate, treatment rate, and product
penetration rate (collectively, the “Forecast Data”) were estimated based
on industry statistics provided by Frost & Sullivan, the independent
industry consultant engaged by the Offeror.

According to the Industry Overview, Frost & Sullivan is an
independent global market research and consulting company, founded in
1961, and is based in the United States. Services provided by Frost &
Sullivan include market assessments, competitive benchmarking and
strategic and market planning for a variety of industries. Frost & Sullivan
was engaged by the Offeror to conduct a detailed analysis and prepare an
industry report on the pharmaceutical market (including anti-infective drug
market, metabolic disease drug market, oncology drug market, respiratory
disease drug market and neuropsychiatric drug market in China, the U.S.
and globally (as applicable)) in connection with the Listing. Based on our
analysis as set out under the sub-section headed “3.2.1 Industry overview
of pharmaceutical industry” above, we consider the estimated data
provided by Frost & Sullivan are objective, fair and representative. We
also noted that Frost & Sullivan prepared numerous industry reports, which
were made reference to by listing applicants on the Stock Exchange,
including listing applicants that are engaged in pharmaceutical industry.

We noted that Frost & Sullivan prepared its report based on its in-
house database, independent third-party reports and publicly available data
from reputable industry organizations. Frost & Sullivan will also contact
companies operating in the industry, if necessary, to gather and synthesize
information in relation to the market, prices and other relevant
information.

Having also considered the background and experience of Frost &
Sullivan, we are of the view that it is appropriate to project the estimated
revenue based on the Forecast Data (comprised of estimated number of
patients for relevant indications, diagnosis rate, treatment rate, and product
penetration rate).

Estimated costs of sales

The estimated cost of sales of each Pipeline Products is 25% of the
estimated revenue for the first year of commercialisation (implying gross
profit margin of 75%) and shall decrease by 1% per annum until it reaches
15%.
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We noted from the Valuation Report that the Valuation Adviser had
cross-checked the gross profit margin of comparable companies of the
Offeror (for the purpose of calculating the discount rate, which are fair,
representative and exhaustive as analysed below) (the ‘Offeror
Comparable Companies”) and results have shown that the industry
average and median are 67.8% and 70.5% respectively, both being lower
than the implied gross profit margin of 75% adopted for the first year of
commercialisation. However, we understood from the Valuation Adviser
that as new drug products are projected to have a higher selling price as
compared to commercialised drug products, which will result in lower cost
of sales as a percentage of revenue. As the Offeror Comparable Companies
are engaged in similar line of business as the Offeror Group (namely, the
R&D, production, sales and development of pharmaceutical products) and
operate primarily in the PRC, we consider the use of the Offeror
Comparable Companies’ operating metrics to cross-check the implied
gross profit margin of the Pipeline Products to be fair and reasonable.

In respect of the decreasing rate of 1% per annum, we noted from the
Valuation Report that such assumption is primarily due to economies of
scale expected to be achieve upon commercialisation and is in line with the
industry average in terms of new drugs. As noted from Appendix V to the
Composite Document, the gross profit margin of the Offeror Group’s anti-
infective drugs increased from approximately 81.8% for FY2022 to
approximately 84.2% for FY2023, representing an increase of
approximately 2.4 percentage points, primarily attributable to the increase
in production volume of Kewei, thereby resulting in the decrease in the
unit manufacturing costs, due to its increasing market demand.

As such, we consider the estimated cost of sales for the first year of
commercialisation of each Pipeline Products, being 25% of the estimated
revenue, is justifiable and we do not doubt the reasonableness of the
decreasing rate of 1% per annum.

Estimated operating expenses

We noted from the Valuation Report that the estimated operating
expenses primarily consisted of tax and surcharge, selling expenses,
management expenses, R&D expenses, and depreciation and amortisation,
all of which are estimated based on a percentage of the estimated revenue
for the corresponding forecast period. We noted that such percentage was
determined based on (i) the Offeror Group’s historical average for the three
years ended 31 December 2024; or (ii) the industry average and median of
the Offeror Comparable Companies. We cross-checked the relevant data
and they are in line with the assumptions made in formulating the
estimated operating expenses.
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According, we consider the basis and assumptions for the estimated
operating expenses are justifiable.

Discount rate

We noted from the Valuation Report that the discount rate (i.e. the
weighted average cost of capital) applied was approximately 8.57%,
formulated based on the cost of equity derived by the Valuation Adviser
using the modified capital asset pricing model (the ‘“Modified CAPM”)
and the cost of debt using the Offeror Group’s historical financial
information and capital structure.

We searched through the internet and noted that the Modified CAPM
formula is widely adopted for the purpose of formulating the cost of
equity. We understood from the Valuation Adviser that the capital asset
pricing model was modified to reflect the unsystematic risk attributable to
a specific company (i.e. the specific company adjustment). The cost of
equity under the Modified CAPM was formulated using the formula below:

R. = Ry + B *ERP + RP,

Where:

R, = cost of equity

Ry = risk-free rate

B = beta coefficient, a measure of systematic risk
ERP = equity risk premium

RP, = specific company adjustment

Risk-free rate represents the theoretical rate of return of zero-risk
assets, which also reflects the minimum return required by an investor of a
riskier investment. We noted from the Valuation Report that the risk-free
rate adopted in the Valuation was 1.68%, determined with reference to the
10-year MOF-China Government Bond yield as at 31 December 2024, on
the basis that:

(i) the business operations of the Offeror Group are primarily
located in the PRC, the use of the 10-year MOF-China
Government Bond yield reflects the local economic and
financial conditions in medium-to-long term, which also
coincides with the forecast period of 10 years; and
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(ii) the use of the 10-year MOF-China Government Bond yield avoid
inconsistency in functional currency of the Offeror Group’s
business operations and the minimum return of an investment
denominated in RMB.

We have cross-checked the 10-year MOF-China Government Bond
yield as at 31 December 2024 as published by the Ministry of Finance of
the PRC and the risk-free rate adopted by the Valuation Adviser is in line
with our findings. As the adopted risk-free rate reflects the risk associated
with the principal place of operation of the Offeror Group, we consider the
use of 10-year MOF-China Government Bond yield for the determination
of risk-free rate is justifiable.

For the purpose of formulating the beta coefficient, we noted from the
Valuation Report that Valuation Adviser had selected the Offeror
Comparable Companies and obtained their levered betas using the
following selection criteria:

(i) pharmaceutical companies listed on the Stock Exchange;

(i) companies principally engaged in the production, sales and
development of pharmaceutical products primarily in the PRC;

(iii)) companies focused on drug research and development; and

(iv) companies that are primarily engaged in retail, distribution,
contract manufacturing organisation or contract development and
manufacturing organisation are excluded.

We consider the selection criteria as set out above allow the
Valuation Adviser to (i) identify companies listed on the Stock Exchange
that engage in similar line of business of and primarily derived revenue
from the same geographical location as the Offeror Group; and (ii) assess
the systematic risks (in the form of beta) associated with the cost of capital
(as represented by the discount rate) of the Pipeline Products (contributed
by the Offeror) with reference to those companies listed on the same
listing venue as that the Offeror is seeking to be listed on, and thus they
are fair and representative. As also confirmed by the Valuation Adviser,
the Offeror Comparable Companies are exhaustive based on their selection
criteria.
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Having identified the Offeror Comparable Companies, the Valuation
Adviser had indexed the historical share prices of the Offeror Comparable
Companies for FY2024 against Hang Seng Index as benchmark to derive
their respective levered beta. We consider the use of 1-year historical share
price of the Offeror Comparable Companies could adequately reflect the
prevailing market conditions and the volatility of the stock market within
one year prior to 31 December 2024 and would allow the Valuation
Adviser to observe how the stock market has performed in current
condition, identify short-term risk and return relationships of the stock
market and derive the current level of systematic risks. We also understood
from the Valuation Adviser that the use of 1-year historical data can also
minimise the influence of past events (such as the COVID-19 pandemic)
that no longer impact the stock market. We cross-checked the levered betas
of the Offeror Comparable Companies through Wind Financial Terminal
and noted that the levered betas obtained by the Valuation Adviser are in
line with our findings. The levered betas obtained by the Valuation
Adviser had been un-levered to remove the effect of their respective
financial leverages, and re-levered at the estimated capital structure of the
Offeror to reflect the systematic risks of the Offeror.

Equity risk premium represents the excess return required by equity
investors to compensate for higher equity risks than risk-free. We noted
from the Valuation Report that the equity risk premium of approximately
5.13% adopted in the Valuation was determined with reference to the
equity risk premium of Hong Kong stock market as at 31 December 2024
published by Prof. Aswath Damodaran, the Professor of Finance at the
Stern School of Business at New York University. As the Offeror is
seeking to list its shares on the Stock Exchange, we consider the use of
equity risk premium of the Hong Kong stock market in determining the
discount rate of the Pipeline Products, representing the cost of capital of
the Pipeline Products which are contributed by the Offeror, to be fair and
reasonable.

As noted from Prof. Aswath Damodaran’s website
(https://pages.stern.nyu.edu/~adamodar/), Prof. Aswath Damodaran
specialised in corporate finance and valuation, and his papers have been
published in the “Journal of Financial and Quantitative Analysis™, the
“Journal of Finance”, the “Journal of Financial Economics” and the
“Review of Financial Studies”. We also noted from various valuation
reports prepared by other valuation experts as contained in circulars issued
by Hong Kong listed companies that it is common for valuation experts to
use the data published by Prof. Aswath Damodaran on his website in
determining discount rates (such as equity risk premiums and market risk
premiums), and thus we consider it is common practice among valuation
experts to use the data published by Prof. Aswath Damodaran in
determining discount rates of business and assets.
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A specific company adjustment of 3.5% is added to account for the
unsystematic risk attributable to the Offeror. We noted from the Valuation
Report that the Valuation Adviser had considered ten risk factors
associated with the Offeror Group’s business and had assigned the specific
risk premium based on the Offeror Group’s status as compared to those of
the Offeror Comparable Companies. We consider the risk factors
considered by the Valuation Adviser would allow the Valuation Adviser to
assess the risk specifically related to the Offeror that would not have been
considered in the other components of the Modified CAPM formula and
thus we consider the specific company adjustment adopted is justifiable.

The cost of debt adopted in formulating the discount rate represents
the Offeror’s post-tax effective interest rate for FY2024. Having derived
the cost of equity and cost of debt of the Offeror, the Valuation Adviser
formulated the discount rate with reference to the average debt-to-equity
ratio of the Offeror Comparable Companies.

We noted from the Valuation Report that the Valuation Adviser had
performed sensitivity analysis by altering key inputs in the valuation of the
Pipeline Products (namely, the discount rate, perpetual growth rate, gross
profit margin and selling expenses) to arrive at the best-case and worst-
case valuation of the Pipeline Products. Based on the sensitivity analysis
performed by the Valuation Adviser:

(i) if the discount rate increases or decreases by 0.5 percentage
points and the perpetual growth rate increase or decrease by 0.05
percentage points, the valuation of the Pipeline Products would
range from approximately RMB28,368.5 million to
RMB34,531.4 million, representing an increase in value of
approximately 10.54% and the decrease in value of
approximately 9.19%; and

(ii) if the gross profit margin increases or decreases by 1 percentage
point and the selling expenses as a percentage of revenue
increase or decrease by 0.5 percentage points, the valuation of
the Pipeline Products would range from approximately
RMB28,928.6 million to RMB33,547.7 million, representing an
increase or decrease in value of approximately 7.39%.

We consider the inputs used in the sensitivity analysis are pivotal to
the valuation of the Pipeline Products. As the valuation results of the
Pipeline Products are highly sensitive to the changes in the key inputs and
over-adjusting the key inputs may lead to arbitrary/non-referential results,
we consider the percentage points range adopted in performing the
sensitivity analysis is justifiable.
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4.3.3 Other Subsidiaries and Other Assets and Liabilities under asset-based
approach

The aggregated book value and appraised value of the “Other Subsidiaries
and Other Assets and Liabilities”” were both approximately negative
RMB3,970.3 million. As noted from the Valuation Report, the Valuation
Adviser had verified the book value of the relevant assets and liabilities by
cross-checking the audited figures of the relevant assets and liabilities with the
underlying management accounts, and carrying out discussion and interview
with the management of the Offeror. We consider the above approach to be
justifiable.

On the basis of the foregoing, (a) the valuation of the Long-term Equity
Investment was approximately RMB3,825.2 million; (b) the valuation of the
Pipeline Products based on base-case scenario was approximately RMB31,238.1
million; and (c) the valuation of the ‘“Other Subsidiaries and Other Assets and
Liabilities” is approximately negative RMB3,970.3 million in aggregate. By
adopting the sum-of-the-parts approach, the value of the entire shareholders’
equity of the Offeror was approximately RMB31,093.0 million as at 31
December 2024, implying the Estimated Value of RMB67.02 (equivalent to
approximately HK$73.45 based on the Exchange Rate) per Offeror H Share.

On the basis that for every Share Exchange H Share cancelled under the
Merger, the Share Exchange Shareholders will receive 0.263614 Offeror H
Shares, the theoretical value of the consideration for each Share Exchange H
Share would be approximately HK$19.36 (the “Implied Consideration”).
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5. Analysis on the Share Exchange Ratio

As stated in the Board Letter, the Share Exchange Ratio of 0.263614 new Offeror H
Shares for every Share Exchange H Share cancelled was determined on commercial basis
on arm’s length term after taking into account, among other things, the theoretical value
of the Offeror H Shares under the Merger for each Share Exchange H Share (i.e. the
Implied Consideration).

Set out below are the relative contributions of value of the Post-Merger Offeror
attributable by shareholders of the Offeror (based on the estimated value of the entire
shareholders’ equity of the Offeror as at 31 December 2024) and the Share Exchange
Shareholders (based on the value of the Share Exchange H Shares), the implied exchange
ratio and the shareholding proportion in the Post-Merger Offeror, for comparison:

Shareholders of Share Exchange

the Offeror Shareholders
Value contribution (RMB million) 31,093 3,617
(Note 1) (Note 2)
(A) (B)
Value of the Post-Merger Offeror 34,710
(RMB million) (C=A+B)
Relevant contribution 89.58% 10.42%
D=A+0C) (E=B +0)
Number of Offeror Shares/ 463,943,215 427,567,700
Share Exchange H Shares (F) (G)
Value per share attributable to 67.02 8.46
shareholders (RMB) H=A<+F I=B+G)
Implied share exchange ratio (I + H) 0.13
Number of Offeror Shares held by 463,943,215 112,712,832
Shareholders of the Offeror and the €)) (K)
Share Exchange Shareholders (Note 3)
immediately after the completion of the
Merger
Total number of Offeror Shares 576,656,047
immediately after the completion of the L=J+K)
Merger
Shareholding proportion in the Post- 80.45% 19.55%
Merger Offeror J+L) (K+L)
Notes:
1. Value attributable to shareholders of the Offeror was determined with reference to the estimated

value of the entire shareholders’ equity of the Offeror as at 31 December 2024 according to the
Valuation Report.
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6.

Value attributable to Share Exchange Shareholders was determined with reference to the 90 Days
Average Closing Price (which align with the Valuation Adviser’s basis in estimating the value of
the Long-term Equity Investment).

The number of Offeror Shares held by the Share Exchange Shareholders immediately after the
completion of the Merger were calculated by multiplying the number of Share Exchange H Shares
by the Share Exchange Ratio.

As illustrated in the above table, the implied exchange ratio based on the estimated
value of the entire shareholders’ equity of the Offeror as at 31 December 2024 and value
of the Share Exchange H Shares was approximately 0.13 Offeror H Shares for every
Share Exchange H Share, which is significantly lower than the Share Exchange Ratio of
0.263614. Furthermore, the contribution of value of the Post-Merger Offeror by the Share
Exchange Shareholders (in terms of percentage, i.e., 10.42%) was also less than the
shareholding proportion of the Share Exchange Shareholders in the Post-Merger Offeror.

Comparison of value

The Implied Consideration of HK$19.36 per Share Exchange H Share represents:

(1)

(i1)

(iii)

@iv)

(v)

(vi)

(vii)

a premium of approximately 29.93% over the closing price of HK$14.90 per
Share as quoted on the Stock Exchange on the Latest Practicable Date;

a premium of approximately 44.48% over the closing price of HK$14.90 per
Share as quoted on the Stock Exchange on the Latest Practicable Date, less the
Special Dividend resulting in a net price of HK$13.40 per Share;

a premium of approximately 72.24% over the closing price of HK$11.24 per
Share as quoted on the Stock Exchange on the Last Trading Day;

a premium of approximately 98.77% over the closing price of HK$11.24 per
Share as quoted on the Stock Exchange on the Last Trading Day, less the
Special Dividend resulting in a net price of HK$9.74 per Share (the “LTD
Premium’™);

a premium of approximately 115.83% over the average closing price of
approximately HK$8.97 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 30 trading days up to and including the Last
Trading Day;

a premium of approximately 159.17% over the average closing price of
approximately HK$8.97 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 30 trading days up to and including the Last
Trading Day, less the Special Dividend resulting in a net price of HK$7.47 per
Share (the “30 Days Premium”);

a premium of approximately 109.52% over the average closing price of
approximately HK$9.24 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 60 trading days up to and including the Last
Trading Day;
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(viii)

(ix)

(x)

(xi)

(xii)

(xiii)

(xiv)

(xv)

a premium of approximately 150.13% over the average closing price of
approximately HK$9.24 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 60 trading days up to and including the Last
Trading Day, less the Special Dividend resulting in a net price of HK$7.74 per
Share (the “60 Days Premium’);

a premium of approximately 116.07% over the average closing price of
approximately HK$8.96 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 90 trading days up to and including the Last
Trading Day;

a premium of approximately 159.52% over the average closing price of
approximately HK$8.96 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 90 trading days up to and including the Last
Trading Day, less the Special Dividend resulting in a net price of HK$7.46 per
Share;

a premium of approximately 130.48% over the average closing price of
approximately HK$8.40 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 120 trading days up to and including the Last
Trading Day;

a premium of approximately 180.58% over the average closing price of
approximately HK$8.40 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 120 trading days up to and including the Last
Trading Day, less the Special Dividend resulting in a net price of HK$6.90 per
Share;

a premium of approximately 146.94% over the average closing price of
approximately HK$7.84 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 180 trading days up to and including the Last
Trading Day;

a premium of approximately 205.36% over the average closing price of
approximately HK$7.84 per Share based on the daily closing prices as quoted
on the Stock Exchange for the 180 trading days up to and including the Last
Trading Day, less the Special Dividend resulting in a net price of HK$6.34 per
Share; and

a premium of approximately 82.64% over the consolidated net asset value per
Share as at 31 December 2024 of approximately HK$10.60 per Share (based on
a total of 879,967,700 Shares in issue as at the Latest Practicable Date and the
audited equity attributable to owners of the Company of approximately
RMBS,508.2 million (equivalent to approximately HK$9,324.1 million) as at 31
December 2024).
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6.1
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Historical performance of the H Shares

6.1.1 Historical price of H Shares

Set out below is a chart showing the movement of the closing prices of the
H Shares during the period from 1 March 2023 (being approximately one year
prior to the Last Trading Day) up to and including the Latest Practicable Date
(the “H Shares Review Period”) to illustrate the general trend and level of

movement of the closing prices of the Shares.

24 March 2023:
Annual results
announcement for FY2022

26 July 2023:
Positive profit alert

27 June 2023:
Completion of major and
connected transaction in
relation to the Disposal

2023 2023 2023 2023

Historical daily closing price per H Share

27 June 2025:

Joint announcement in
relation to the fulfilment of
all Pre-Conditions

25 November 2024:

Joint announcement in relation to the
entering into of a licensing agreement
by the Company and the Offeror with
an independent third party for the
commercialisation of a drug product

10 May 2024:

Joint announcement pursuant to
Rule 3.5 of the Takeovers Code
in relation to the Merger

28 March 2025:
Annual results
announcement
for FY2024

28 March 2024:
Annual results announcement
for FY2023

30 August 2024:
Interim results

announcement for the six
months ended 30 June 2024

27 March 2025:

Voluntary announcement

in relation to the approval

for launching of a drug product
by the China National Medical
Products Administration

8 March 2024:

Initial announcement pursuant to
Rule 3.7 of the Takeovers Code
in relation to the Merger

12 November 2024:
Joint announcement in relation
to the entering into of a licensing
agreement by the Offeror with a
portfolio biopharmaceutical
company for the development

and commercialisation of 11 December 2024:
a drug product

Joint announcement in relation
to the fulfilment of a pre-condition
of the Merger

31 August 2023:
Interim results announcement for
the six months ended 30 June 2023

Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar May
2024 2024 2024 2024 2024 2024 2025 2025 2025

e (Closing price per H Share Implied Consideration

Source: the Stock Exchange’s website
Note: Trading in the H Shares was halted (i) with effect from 9:00 a.m. on 4 March 2024

and resumed at 9:00 a.m. on 11 March 2024; and (ii) with effect from 9:00 a.m. on
10 May 2024 and resumed at 9:00 a.m. on 13 May 2024.

During the H Shares Review Period, the lowest and highest closing prices

of H Shares as quoted on the Stock Exchange were HK$6.13 per H Share
recorded on 21 August 2023 and HK$15.26 per H Shares recorded on 12 June
2025. The Implied Consideration is above the closing price of the H Shares
during the entire H Shares Review Period and representing a premium of
approximately 26.87% over the highest closing price of H Shares during the H
Shares Review Period.
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From the start of the H Shares Review Period up to 10 November 2023,
the closing prices of H Shares fluctuated between the range of HK$6.13 and
HK$8.67. Thereafter, the closing prices of H Shares formed a general increasing
trend before it reached HK$10.06 per H Share on 4 January 2024.

From 5 January 2024, the closing prices of H Shares formed a decreasing
trend until 5 February 2024 before the closing prices of H Shares rebounded
and reached HK$11.24 per H Share on the Last Trading Day.

Following the publication of the initial announcement pursuant to Rule 3.7
of the Takeovers Code (the “Rule 3.7 Announcement’), the closing prices of
H Shares formed an increasing trend and reached HK$13.16 on 9 May 2024
(being the date immediately prior to the publication of the joint announcement
by the Company and the Offeror in relation to the Merger pursuant to Rule 3.5
of the Takeovers Code (the “Rule 3.5 Announcement’)).

Following the publication of the Rule 3.5 Announcement and up to the
Latest Practicable Date, the closing prices of H Shares fluctuated between
HK$8.08 and HK$15.26.

6.1.2 Historical liquidity of H Shares

Set out below is a table showing the average daily number of H Shares
traded per month, and the respective percentages of the H Shares’ average daily
trading volume as compared to (i) the total number of H Shares held by
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Independent H Shareholders as at the Latest Practicable Date; and (ii) the total
number of H Shares in issue as at the Latest Practicable Date, to illustrate the
trading liquidity of H Shares during the H Shares Review Period.

% of the

Average
Volume to total % of the
number of H Average

Share held by Volume to total

Independent H number of H

Number  Average daily Shareholders as Shares in issue
of trading volume  at the end of as at the end of

trading  (the “Average each month/ each month/
Month days Volume”) period period
Number of

Shares  Approximate %  Approximate %

2023
March 23 3,058,957 0.75 0.47
April 17 1,283,994 0.32 0.20
May 21 474,510 0.12 0.07
June 21 367,457 0.09 0.06
July 20 539,297 0.13 0.08
August 23 493,174 0.12 0.08
September 19 481,763 0.12 0.07
October 20 1,357,821 0.33 0.21
November 22 2,287,464 0.56 0.35
December 19 1,795,684 0.44 0.27
2024
January 22 1,412,427 0.35 0.22
February 19 908,284 0.22 0.14
March (Note) 15 3,288,720 0.81 0.50

— Last Trading Day 1 7,269,000 1.79 1.11

— 11 March to

28 March 14 3,004,414 0.74 0.46

April 20 2,954,000 0.73 0.45
May (Note) 20 3,562,150 0.88 0.54

— 2 May to 9 May 6 2,990,167 0.74 0.46

— 13 May to

31 May 14 3,807,286 0.94 0.58
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% of the

Average
Volume to total % of the
number of H Average

Share held by Volume to total

Independent H number of H

Number  Average daily Shareholders as Shares in issue
of trading volume  at the end of as at the end of

trading  (the “Average each month/ each month/
Month days Volume”) period period
Number of

Shares  Approximate %  Approximate %

2024 (continued)

June 19 1,222,173 0.30 0.19
July 22 488,168 0.12 0.07
August 22 1,859,473 0.46 0.28
September 19 2,820,337 0.70 0.43
October 21 2,325,849 0.57 0.36
November 21 1,522,825 0.38 0.23
December 20 4,016,137 0.99 0.61
2025

January 19 3,104,564 0.77 0.47
February 20 3,359,199 0.83 0.51
March 21 3,087,014 0.76 0.47
April 19 9,660,240 2.38 1.48
May 20 8,313,510 2.05 1.27

June (up to and
including the Latest
Practicable Date) 20 11,165,780 2.75 1.71

Source: the Stock Exchange’s website

Note: Trading in the H Shares was halted (i) with effect from 9:00 a.m. on 4 March 2024
and resumed at 9:00 a.m. on 11 March 2024; and (ii) with effect from 9:00 a.m. on
10 May 2024 and resumed at 9:00 a.m. on 13 May 2024.

As illustrated in the above table, (i) the Average Volume in most of the
months during the H Shares Review Period was below 1% of the number of H
Shares held by Independent H Shareholders (except for April 2025, May 2025
and June 2025 (up to and including the Latest Practicable Date)); and (ii) the
Average Volume in most of the months during the H Shares Review Period
(except for March 2024, May 2024, December 2024, February 2025, April
2025, May 2025 and June 2025 (up to and including the Latest Practicable
Date)) was below 0.50% of the total number of H Shares in issue as at the
Latest Practicable Date. The Average Volume was thin during the H Shares
Review Period.
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6.2 Comparison with other comparable companies

To assess the fairness and reasonableness of the Implied Consideration, we
performed trading multiple analysis (including price-to-earnings ratio (“PER”),
price-to-book ratio (“PBR”) and price-to-sales ratio (“PSR”)). We searched for
Hong Kong Main Board listed companies (i) which are principally engaged in similar
line of business as the Group (being production and sales of drug products in the
PRC) and derived more than 50% of their revenue from such business (excluding
tradition Chinese medicines); (ii) which are profit-making based on their respective
latest published full-year financial information as at the Latest Practicable Date; and
(iii) with market capitalisation between HK$1 billion and HK$50 billion as at the
Latest Practicable Date. We found ten companies listed below which met the
aforesaid criteria and they are exhaustive (the “Comparable Companies”). As it
has been over one year since the date of the Rule 3.7 Announcement and that the
Comparable Companies have published updated annual financial results, we
performed trading multiple analysis on the Comparable Companies as at the Latest
Practicable Date to reflect their updated trading multiples based on their latest
published financial information.

Set out below are the PER, PBR and PSR of the Comparable Companies based
on their closing prices as at the Latest Practicable Date, and their then respective
latest published financial information:

Market PER PBR PSR

Company name (stock code) Principal business capitalization (Note 1) (Note 2) (Note 3)

(HK$ billion)

Shandong Xinhua Development, production and sale of 9.3 17.99 1.64 1.00
Pharmaceutical Company pharmaceutical raw materials,
Limited (719 & SZ000756) preparations, medical intermediate

and other products

China Medical System R&D, production, promotion and sale 29.3 16.49 1.64 3.58
Holdings Limited (867) of medicines

Essex Bio-Technology Limited Development, manufacture and sale of 2.6 8.34 1.21 1.53
(1061) biologic drugs

Shanghai Fudan-Zhangjiang Innovative R&D, production and 7.6 175.65 3.02 9.84
Bio-Pharmaceutical Co., marketing of biomedicine (Note 4) (Note 4)

Ltd. (1349 & SH688505)

Livzon Pharmaceutical Group ~ R&D, production and sale of 33.1 14.64 2.13 2.56
Inc. (1513 & SZ000513) pharmaceutical products
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Company name (stock code)

SSY Group Limited (2005)

Simcere Pharmaceutical Group
Limited (2096)

Luye Pharma Group Ltd.
(2186)

Dawnrays Pharmaceutical
(Holdings) Limited (2348)

China Resources
Pharmaceutical Group
Limited (3320)

The Company (based on the
Implied Consideration)

Principal business

R&D, manufacturing and selling of
pharmaceutical products

R&D, manufacturing and sales of
pharmaceutical products

Developing, producing, marketing and
selling innovative pharmaceutical
products

Development, manufacture and sale of
non-patented pharmaceutical
medicines

(i) R&D, manufacturing and sale of
pharmaceutical products; (ii)
pharmaceutical distribution; and (iii)
pharmaceutical retail businesses

Maximum (excluding outlier):
Minimum (excluding outlier):
Average (excluding outlier):
Median (excluding outlier):

Market PER PBR PSR
capitalization (Note 1) (Note 2) (Note 3)
(HKS$ billion)

8.1 7.65 1.12 1.41
27.2 33.88 3.51 3.74
13.2 25.46 0.85 1.98

1.8 2.99 0.51 1.59
32.6 8.88 0.62 0.12

33.88 3.51 3.74

2.99 0.51 0.12

15.15 1.63 1.94

14.64 1.42 1.59

17.0 32.03 1.83 4.15
(Note 5)  (Note 6) (Note 7)  (Note 8)

Source: the Stock Exchange’s website and the cninfo website
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Notes:

1. PERs of the Comparable Companies were calculated based on their respective latest
published audited profit for the year attributable to the shareholders, their respective
closing prices as quoted on the Stock Exchange and the total issued shares as at the Latest
Practicable Date.

2. PBRs of the Comparable Companies were calculated based on their respective latest
published net assets attributable to the shareholders, their respective closing prices as
quoted on the Stock Exchange and the total issued shares as at the Latest Practicable Date.

3. PSRs of the Comparable Companies were calculated based on their respective latest
published audited revenue for the year, their respective closing prices as quoted on the
Stock Exchange and the total issued shares as at the Latest Practicable Date.

4. The PER and PSR of the relevant company were exceptionally high as they are more than
two standard deviations away from the mean and were considered as outliers based on the
mean and standard deviation outlier detection method. We could not identify any specific
reason for the aforesaid results.

5. The implied market capitalisation of the Company was calculated based on the Implied
Consideration and the number of Shares in issue as at the Latest Practicable Date.

6. The implied PER of the Company was calculated based on the Implied Consideration, the
audited profit attributable to owners of the Company for FY2024 and the total number of
Shares in issue as at the Latest Practicable Date.

7. The implied PBR of the Company was calculated based on the Implied Consideration, the
net assets attributable to owners of the Company as at 31 December 2024 and the total
number of Shares in issue as at the Latest Practicable Date.

8. The implied PSR of the Company was calculated based on the Implied Consideration, the
Group’s audited revenue for FY2024 and the total number of Shares in issue as at the Latest
Practicable Date.

As depicted in the above table:

e the PERs of the Comparable Companies (excluding outlier) ranged from
approximately 2.99 times to 33.88 times, with an average of approximately
15.15 times and median of approximately 14.64 times; the PBRs of the
Comparable Companies ranged from approximately 0.51 times to 3.51
times, with an average of approximately 1.63 times and median of
approximately 1.42 times; and the PSRs of the Comparable Companies
(excluding outlier) ranged from approximately 0.12 times to 3.74 times,
with average of approximately 1.94 times and median of approximately
1.59 times.

The implied PER and implied PBR of the Company are within the respective
range of the Comparable Companies and are higher than the average and median of
the Comparable Companies (excluding outlier, where applicable), and the implied
PSR of the Company is above the PSR range of the Comparable Companies
(excluding outlier).
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6.3 Comparison with other privatisation cases through share exchange offer

To further assess the fairness and reasonableness of the Implied Consideration,
we searched for completed privatisation cases through share exchange offer
announced by listed companies in Hong Kong from 9 March 2019 to the Latest
Practicable Date, being approximately 5 years prior to the date of Rule 3.7
announcement (i.e. 8 March 2024) and up to the Latest Practicable Date, excluding
transactions with cash alternatives (the ‘“Share Exchange Case(s)”’). Based on the
aforesaid selection criteria, we found seven Share Exchange Cases which met the
aforesaid criteria for comparison and they are exhaustive. Although the business and
operation of the Group are not the same as those of the offeree companies of the
Share Exchange Cases, the Share Exchange Cases can demonstrate the market
practices of privatisation cases through share exchange offer conducted by other
Hong Kong listed companies. Set out below is an exhaustive list of the Share
Exchange Cases based on our selection criteria:

Premium/ Premium/ Premium/
(discount) of (discount) of (discount) of
the implied the implied the implied
consideration consideration consideration
over/to the over/to the over/to the
closing price closing price closing price
per share on per share for per share for
the last full the 30 full the 60 full
trading day trading days trading days

prior to the prior to the prior to the
publication of  publication of  publication of
the initial the initial the initial

Implied  announcement  announcement  announcement
consideration in relation to in relation to in relation to

Name of offeror Name of offeree ~ Date of initial per share  the respective  the respective  the respective
(stock code) (stock code) announcement (Note 1) proposal proposal proposal
(HKS) (%) (%) (%)
Haier Smart Home Co., Ltd. Haier Electronics 16 December 31.51 44.20 42.65 46.62
(SH600690) Group Co., 2019
Ltd. (1169)
Huarong International Huarong 6 July 2020 042 35.54 61.28 Sam
Financial Holdings Investment
Limited (993) Stock
Corporation

Limited (2277)

Shandong Gold Mining Co.,  Hengxing Gold 30 September 329 9.60 (0.34) 211
Ltd. (1787 & Holding 2020 (Note 2) (Note 2) (Note 2)
SH600547) Company

Limited (2303)
Asia Standard International ~ Asia Standard 19 June 2024 0.11 5278 5744 70.76

Group Limited (129) Hotel Group
Limited (292)
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Premium/
(discount) of
the implied
consideration
over/to the
closing price
per share on
the last full
trading day
prior to the
publication of
the initial

Premium/
(discount) of
the implied
consideration
over/to the
closing price
per share for
the 30 full
trading days
prior to the
publication of
the initial

Premium/
(discount) of
the implied
consideration
over/to the
closing price
per share for
the 60 full
trading days
prior to the
publication of
the initial

Implied  announcement  announcement  announcement
consideration i relation to in relation o in relation to
Name of offeror Name of offeree  Date of initial per share  the respective  the respective the respective
(stock code) (stock code) announcement (Note 1) proposal proposal proposal
(HKS) (%) (%) (%)
Guotai Junan Securities Co., Haitong Securities 9 October 490 35.14 41.49 38.45
Ltd. (2611 & Co., Ltd. 2024 (Note 3) (Note 4) (Note 4) (Note 4)
SH601211) (6837 &
SH600837)
Viva Goods Company Bossini 16 October 0.11 (12.20) 23.38 117
Holdings Limited (933) International 2024
Holdings
Limited (592)
Get Nice Holdings Get Nice Financial 5 November 0.616 105.33 113.89 158.64
Limited (64) Group Limited 2024 (Note 5) (Note 5) (Notes 5 & 6)
(1469)
Maximum: 10533 113.89 70.76
Minimum: (12.20) (0.34) AN
Average: 38.63 48.54 38.98
Median: 35.54 42.65 4253
The Merger 8 March 2024 19.36 98.77 159.17 150.13
(Note 7) (Note 7) (Note 7)
Notes:
1. In the case where the relevant offeror is a listed company, the implied consideration per

share was based on the sum of (a) closing price of the respective offeror’s shares as quoted
on the Stock Exchange on the last full trading day immediately before the date of the initial
announce multiplied by the respective share exchange ratio; and (b) the relevant cash
consideration (if any). In the case where the relevant offeror was not listed on the Stock
Exchange prior to the completion of the relevant proposal, the implied consideration per
share was based on the sum of (a) mid-point of the valuation range of the relevant offeror’s
share as estimated by its valuation adviser multiplied by the share exchange ratio; and (b)
the cash consideration (if any).

2. Adjusted for special dividend of HK$0.3585 per share of the relevant offeree.

3. Adjusted for the interim dividend of HK$0.1641716 per share of the relevant offeror.

4. Adjusted for the interim dividend of HK$0.0328343 per share of the relevant offeree.

5. Adjusted for the scheme dividend of HK$0.50 per share of the relevant offeree.
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The premium as represented by the cancellation price of the relevant privatisation proposal
was exceptionally high as they are more than two standard deviations away from the mean
and were considered as outliers based on the mean and standard deviation outlier detection
method.

Adjusted for the Special Dividend of HK$1.50 per Share.

As depicted in the above table, the premium represented by the Implied
Consideration over (i) the closing price of H Shares on the Last Trading Day
(adjusted for the Special Dividend) was within the premium/discount range of the
Share Exchange Cases; and (ii) the average closing price of H Shares for the 30 and
60 consecutive trading days (adjusted for the Special Dividend) are above the
respective range of the Share Exchange Cases (excluding the privatisation proposal
for Get Nice Financial Group Limited, being the outlier identified).

6.4 Our conclusion

Taking into account:

the Implied Consideration is above the closing price range of H Shares
during the entire H Shares Review Period;

the Implied Consideration represents substantial premiums over the recent
closing price of H Shares, including the LTD Premium, 30 Days Premium
and 60 Days Premium;

the Implied Consideration represents a substantial premium over the
consolidated net asset value per Share as at 31 December 2024;

as at the Latest Practicable Date, the implied PER and PBR of the
Company are within the respective range ranges of the Comparable
Companies and are higher than the average and median of the Comparable
Companies (excluding outlier, where applicable), and the implied PSR of
the Company is above the PSR range of the Comparable Companies
(excluding outlier); and

the premiums represented by the Implied Consideration over (i) the closing
price of H Shares on the Last Trading Day (adjusted for the Special
Dividend) was within the premium/discount range of the Share Exchange
Cases; and (ii) the average closing price of H Shares for the 30 and 60
consecutive trading days (adjusted for the Special Dividend) are above the
respective range of the Share Exchange Cases (excluding outlier),

we consider the Implied Consideration (as implied by the Share Exchange Ratio) is
fair and reasonable.
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RECOMMENDATION

Having taken into consideration the principal factors and reasons as discussed above, in
particular:

e the Share Exchange Shareholders shall directly receive immediate capital return in
the form of Special Dividend (subject to the fulfilment (or waiver, as applicable) of
all the Pre-Conditions and Conditions);

e the Post-Merger Offeror would be better equipped with the R&D capability and the
pipeline of the Offeror and the sales capability of the Company. Upon completion of
the Merger and the Listing, the Share Exchange Shareholders will not only be able to
continue holding its investment in the Company (through their interests in the
Offeror H Shares), but will also share the benefits brought by the potential synergies
through the Merger of the Company and the Offeror;

e the Offeror Group’s prospects in the PRC pharmaceutical market, particularly those
therapeutic areas the Offeror Group is specialized in;

e the Share Exchange Ratio is favourable to the Share Exchange Shareholders as
analysed in the section headed ‘5. Analysis on the Share Exchange Ratio” above;
and

e the Implied Consideration (as implied by the Share Exchange Ratio) is fair and
reasonable as analysed in the section headed ““6. Comparison of value” above,

we consider that the Merger is fair and reasonable so far as the Independent H Shareholders
are concerned. Accordingly, we advise the Independent Board Committee to recommend the
Independent H Shareholders to vote in favour of the relevant resolutions which will be
proposed at the EGM and the H Shareholders’ Class Meeting to approve the Merger.

As different Shareholders would have different investment criteria, objectives and/or
circumstances, we would recommend any Shareholders who may require advice in
relation to any aspect of the Composite Document, or as to the action to be taken, to
consult a licensed securities dealer, bank manager, solicitor, professional accountant, tax
adviser or other professional adviser.

Yours faithfully,
For and on behalf of
Gram Capital Limited
Susanna Ho
Director

Note: Ms. Susanna Ho is a licensed person registered with the Securities and Futures Commission and a responsible
officer of Gram Capital Limited to carry out Type 6 (advising on corporate finance) regulated activity under
the SFO. She has over 20 years of experience in investment banking industry.

*  For identification purposes only
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1. SUMMARY OF FINANCIAL INFORMATION OF THE GROUP

The following is a summary of the financial results of the Group for each of the three
years ended 31 December 2022, 2023 and 2024 as extracted from the annual reports for the
years ended 31 December 2022, 2023 and 2024 published by the Company in accordance with
the Listing Rules.

For the For the For the

year ended year ended year ended
31 December 31 December 31 December
2024 2023 2022

(RMB’000) (RMB’000) (RMB’000)

Revenue 3,723,783 6,294,585 3,744,952
Profit before taxation 577,233 2,126,771 39,422
Income tax (94,521) (270,945) 9,817
Profit for the year 482,712 1,855,826 49,239

Profit/(loss) and total comprehensive
income for the year attributable to:

Equity shareholders of the Company 482,712 1,992,624 76,603
Non-controlling interests — (136,798) (27,364)
Earnings per share:
Basic and diluted (RMB) 0.55 2.26 0.09
Dividends — — —

Dividends per share (RMB) — — _

The management of the Company is of the view that, other than the following material
items of income or expense disclosed in the Group’s audited consolidated financial statements
for the financial years ended 31 December 2022, 2023 and 2024 in accordance with the
requirements of IAS 1, there are no other items of income or expense which are material for
each of the three years ended 31 December 2022, 2023 and 2024.

Year Material items of income or expense
The year ended Revenue, cost of sales, other net losses, distribution costs,
31 December 2024 administrative expenses, research and development costs,

(recognition)/reversals on impairment loss of trade and
other receivables, finance costs, income tax, impairment
loss on intangible assets, interest income, interest on bank
loans and other borrowings, salaries, wages, bonuses and
benefits, contributions to defined contribution retirement
benefit schemes, equity-settled share-based payments
expenses, depreciation, amortisation, cost of inventories
sold, purchase of goods from related parties, receive
services from related parties, provide entrusted production
and inspection services to related parties

. o
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Year Material items of income or expense
The year ended Revenue, cost of sales, other net losses, distribution costs,
31 December 2023 administrative expenses, research and development costs,

finance costs, income tax, impairment loss on intangible
assets, interest income, fair value change on derivative
financial instruments embedded in convertible bonds, net
foreign exchange loss, interest on convertible bonds,
interest on bank loans and other borrowings, salaries,
wages, bonuses and benefits, depreciation, amortisation,
cost of inventories sold, purchase of goods from related
parties, receive services from related parties

The year ended Revenue, cost of sales, other net losses, distribution costs,
31 December 2022 administrative expenses, research and development costs,
finance costs, impairment loss on intangible assets,
impairment loss on goodwill, fair value change on
derivative financial instruments embedded in convertible
bonds, fair value change on investment in equity securities,
net foreign exchange loss, interest on convertible bonds,
interest on bank loans and other borrowings, salaries,
wages, bonuses and benefits, contributions to defined
contribution retirement benefit schemes, depreciation,
amortisation, cost of inventories sold, purchase of goods
from related parties, receive services from related parties,
provide entrusted production and inspection services to
related parties

The consolidated financial statements of the Group for the years ended 31 December
2022, 2023 and 2024 were audited by KPMG. No modified opinion, emphasis of matter or
material uncertainty related to going concern was given by the auditors of the Group in respect
of the Group’s audited consolidated financial statements for the financial years ended 31
December 2022, 2023 and 2024.

2. AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE GROUP FOR
THE YEARS ENDED 31 DECEMBER 2022, 2023 AND 2024

The Company is required to set out or refer to in this document the consolidated
statement of profit or loss and other comprehensive income, the consolidated statement of
financial position, the consolidated cash flow statement and the consolidated statement of
changes in equity as shown in (1) the audited consolidated financial statements of the Group
for the year ended 31 December 2022 (the “2022 Financial Statements™); (2) the audited
consolidated financial statements of the Group for the year ended 31 December 2023 (the
“2023 Financial Statements’); and (3) the audited consolidated financial statements of the
Group for the year ended 31 December 2024 (the “2024 Financial Statements”), together
with the notes (as and when applicable) to the relevant published accounts which are of major
relevance to the appreciation of the above financial information.
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The 2022 Financial Statements (including the notes thereto) are set out from pages 167 to
306 in the annual report of the Company for the year ended 31 December 2022 (the 2022
Annual Report”) which was published on 23 April 2023 on the websites of the Company
(https://www.hec-changjiang.com/Upload/2023042300038_c-10052056733.pdf) and the Stock
Exchange (https://www1.hkexnews.hk/listedco/listconews/sehk/2023/0423/2023042300037.pdf).

The 2023 Financial Statements (including the notes thereto) are set out from pages 185 to
328 in the annual report of the Company for the year ended 31 December 2023 (the “2023
Annual Report”) which was published on 26 April 2024 on the websites of the Company
(https://www.hec-changjiang.com/Upload/2024042604710_c-14412545019.pdf) and the Stock
Exchange (https://www1.hkexnews.hk/listedco/listconews/sehk/2024/0426/2024042604709.pdf).

The 2024 Financial Statements (including the notes thereto) are set out from pages 174 to
316 in the annual report of the Company for the year ended 31 December 2024 (the “2024
Annual Report”) which was published on 28 April 2024 on the websites of the Company
(https://www.hec-changjiang.com/Upload/NoticeFile/12558-0429-cn/2025042800166_c.pdf)
and the Stock Exchange (https://wwwl.hkexnews.hk/listedco/listconews/sehk/2025/0428/
2025042800165.pdf).

The 2022 Financial Statements, the 2023 Financial Statements and the 2024 Financial
Statements are incorporated by reference into this document and form part of this document.

3. INDEBTEDNESS STATEMENT

As at the close of business on 30 April 2025, being the latest practicable date for the
purpose of preparing this indebtedness statement prior to the printing of this document, the
total indebtedness of the Group amounted to approximately RMB2,573,304,000, and comprised
(1) secured bank loans of RMB1,040,923,000, and unsecured bank loans of RMB1,074,447,000
(represented by the sum of short-term and long-term bank loans), (ii) obligations arising from
sale and leaseback transactions of RMB441,586,000 and (iii) lease liabilities of
RMB16,348,000. The Group has unutilised banking facilities of RMB1,142,462,000.

Save as aforesaid or as otherwise disclosed herein, and apart from intra-group liabilities
and normal accounts payable in the ordinary course of business, as at 30 April 2025, the Group
did not have other outstanding mortgages, charges, debentures or other loan capital, bank
overdrafts or loans, other similar indebtedness, finance lease or hire purchase commitments,
liabilities under acceptance or acceptance credits, guarantees or other material contingent
liabilities.

As at the Latest Practicable Date, the Directors were not aware of any material adverse
changes in the Group’s indebtedness position and contingent liabilities since the close of
business on 30 April 2025 up to and including the Latest Practicable Date.
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4. MATERIAL CHANGE

The Directors confirm that there was no material change in the financial or trading
position or outlook of the Group since 31 December 2024, the date to which the latest
published audited consolidated financial statements of the Group were made up, up to and
including the Latest Practicable Date, save and except for the Group recorded around 40%
decrease in overall revenue for the three months ended 31 March 2025 as compared to that of
the corresponding period in 2024 based on the unaudited management accounts of the Group
for the three months ended 31 March 2025, primarily attributable to a decrease in revenue
derived from sales of anti-infective drugs as a result of a lower incidence of seasonal flu
outbreaks during the period, which in turn has a greater adverse impact on the profitability of
the Group in the first quarter of 2025.

The estimate of the profit of the Group contained in the paragraph above constitutes a
profit forecast under Rule 10 of the Takeovers Code and are reported by GF Capital and
KPMG in accordance with the requirements under the Takeovers Code. The reports from GF
Capital and KPMG are set out in Appendix IIA to this document (pages IIA-1 to IIA-4 of this
document). The reports from GF Capital and KPMG have been lodged with the Executive.
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APPENDIX II VALUATION REPORTS AND REPORTS
FROM CICC AND KPMG

I. VALUATION REPORT

The following is the text of the letter from China Sunrise Capital Limited to the Board of
the Offeror prepared for the purpose of incorporation into this Composite Document.

n CHINA SUNRISE CAPITAL LIMITED
£ Room 1512

YF Life Centre

§ﬂ7§$ 38 Gloucester Road

CHINA SUNRISE CAPITAL Wan Chai, Hong Kong

The Board of Directors

The Offeror

No. 368 Zhen’an Middle Road
Chang’an Town, Dongguan City
Guangdong Province

the People’s Republic of China

China International Capital Corporation Hong Kong Securities Limited
29/F, One International Finance Centre

1 Harbour View Street, Central

Hong Kong

30 June 2025

Dear Sirs,

PROPOSED PRE-CONDITIONAL PRIVATISATION OF
THE COMPANY BY THE OFFEROR BY WAY OF MERGER
BY ABSORPTION OF THE COMPANY ESTIMATED VALUE

OF THE OFFEROR H SHARES

I. INTRODUCTION

We refer to our engagement as the Valuation Adviser to the board of directors of the
Offeror in respect of providing an estimated value of the Offeror H Shares (“Estimated
Value”). The Offeror H Shares are to be issued to the shareholders of the Company according
to the proposed pre-conditional privatisation of the Company. Capitalised terms used in this
letter shall have the same meanings as those defined in the Announcement dated 10 May 2024
and the Composite Document dated 30 June 2025 jointly issued by the Offeror and the
Company unless the context requires otherwise.

On 10 May 2024, the Offeror and the Company have entered into the Merger Agreement,
pursuant to which the Offeror and the Company have agreed to implement the Merger subject
to the terms and conditions of the Merger Agreement, including the Pre-Conditions and the
Conditions. Following the fulfilment (or waiver, as applicable) of the Pre-Conditions and
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Conditions and the completion of the Share Exchange, the Company will be delisted from the
Stock Exchange, the Offeror H Shares will be listed on the Main Board of the Stock Exchange
by way of introduction and the Company will be merged into and absorbed by the Offeror in
accordance with the terms of the Merger Agreement and PRC Company Law and other
applicable PRC Laws. The Share Exchange Shareholders (which do not include the Offeror or
its subsidiaries (if any)) will become shareholders of the Offeror.

Further to our letter of 10 May 2024 containing the Estimated Value, we have updated the
Estimated Value using market information and exchange rate of RMB to HK dollars as at 25
June 2025, which is the Latest Practicable Date. In determining the updated Estimated Value,
we have used the same methodology as described in our letter of 10 May 2024.

We have been appointed to provide the Estimated Value of the Offeror H Shares, to be
offered to the Shareholders, pursuant to paragraph 30 of Schedule I of the Takeovers Code
which provides that the offer document should contain “when the offer involves the issue of
unlisted securities, an estimate of the value of such securities by an appropriate adviser,
together with the assumptions and methodology used in arriving at the value”. Although as at
the date of this letter the Offeror H Shares are not listed on any stock exchange, it is one of the
Pre-Conditions of the Merger that the Listing Committee of the Stock Exchange approves the
listing of and permission to deal in the Offeror H Shares on the Stock Exchange pursuant to
the Listing.

II. PURPOSE

The Estimated Value has been provided to the board of directors of the Offeror and CICC
solely for the purpose of paragraph 30 of Schedule I of the Takeovers Code and shall not be
used or relied upon for any other purpose whatsoever.

The Estimated Value assumes a willing buyer and seller, neither being under any
compulsion to buy or sell, dealing on an arm’s length basis, each having knowledge of all
relevant facts. The Estimated Value is also prepared on the basis of a value as to investors
acquiring a minority interest as a portfolio investment. It does not include any premium for
control.

The Estimated Value does not constitute an opinion as to the price at which the Offeror H
Shares may trade at any point, in the future, or represent the value that a holder of the Offeror
H Shares may realise on any sale, in the future, where such a value may be higher or lower
than the Estimated Value contained in this letter.

In formulating the Estimated Value, we have reviewed, among other things, the following
materials (the “Materials™):

1. the Announcement;

2. the Composite Document;
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3. the audited consolidated financial statements of the Offeror for years ended 31
December (“FY”) 2023 and 2024;

4. Revenue forecast of each Selected Pipeline Product (as defined below) for the 10-
year period ending 31 December 2034;

5. the annual results announcement of the Company for FY2023 and FY2024; and
6. other publicly available information related to the Offeror and the Company.

We have assumed that all information, facts, opinions and representations contained in the
Materials which we have relied on, are true, complete and accurate and not misleading in all
material respects. We have not conducted any independent verification of the Materials.

We would like to draw your attention that the Shares are publicly traded securities and
will be subject to the fluctuations of the capital market. Those certain market uncertainties and
contingencies are difficult to predict and are beyond our control. Consequently, the Estimated
Value expressed in this letter is not necessarily indicative of the price at which the Offeror H
Shares might actually trade in any public market as at the date of this letter or at any future
date, or the amount which might be realised upon a sale of the Offeror H Shares to a third
party. The Estimated Value may differ substantially from estimates available from other
sources such as research reports published by brokers. In addition, our view would be expected
to fluctuate with changes in prevailing market conditions, the financial conditions and
prospects of the Offeror and other factors which generally influence the valuation of securities.
As a result, there can be no assurance that the actual price of the Offeror H Shares will be
higher or lower than implied by the Estimated Value.

III. METHODOLOGY

There are three generally accepted approaches to appraise the Estimated Value of the
Offeror H Shares, namely the income approach, the asset-based approach and the market
approach. All three of them have been considered regarding this valuation:

1. Income Approach

The income approach provides an indication of value based on the principle that an
informed buyer would pay no more than the present value of anticipated future economic
benefits generated by the subject asset.

The fundamental method for income approach is the discounted cash flow (“DCF”’)
method. Under the DCF method, the value depends on the present value of future
economic benefits to be derived from the ownership of the enterprise. Thus, an indication
of the equity value is calculated as the present value of the future free cash flow of a
company less outstanding interest-bearing debt, if any. The future cash flow is discounted
at the market-derived rate of return appropriate for the risks and hazards of investing in a
similar business.

- II-3 -



APPENDIX II VALUATION REPORTS AND REPORTS
FROM CICC AND KPMG

2. Asset-based Approach

The asset-based approach considers the cost to reproduce or replace in new condition
the assets appraised in accordance with current market prices for similar assets, with
allowance for accrued depreciation arising from condition, utility, age, wear and tear, or
obsolescence (physical, functional or economical) present, taking into consideration the
past and present maintenance policy and rebuilding history.

3. Market Approach

The market approach provides an indication of value by comparing the subject asset
to the same asset or similar assets that have been sold in the market, with appropriate
adjustments for the differences between the subject asset and the assets that are
comparable to the subject asset.

There are three methods under the market approach. Firstly, the guideline company
method computes a price multiple for publicly listed companies that are considered to be
comparable to the subject company and then applies the multiple to the corresponding
financial metric of the subject company. Secondly, the comparable transaction method
computes a price multiple using recent transactions of assets that are considered to be
comparable to the subject asset and then applies the result to the corresponding financial
metric of the subject company. Thirdly, the market price method directly takes reference
to the trading prices of the assets in the open market.

4. Selected Valuation Approach

Each of the above-mentioned approaches is appropriate in one or more
circumstances, and sometimes, two or more approaches may be used together. Whether to
adopt a certain approach will be determined by the most adopted practice in valuing
business entities that are similar in nature.

For the purpose of this valuation, we have determined that sum-of-the-parts approach
is the most appropriate valuation methodology as we have taken into consideration the
following:

(a) referring to the discussion with the management team of the Offeror (the
“Management’) and the review of all the Offeror’s subsidiaries (which are all
wholly-owned subsidiaries), we understand that out of the 25 subsidiaries of the
Offeror, 9 subsidiaries do not have any principal business activities.
Additionally, the remaining subsidiaries, except Shenzhen HEC Detection
Technology Co. Ltd. (“Shenzhen HEC DT”), that are currently in operation
are experiencing losses. For Shenzhen HEC DT, although it is profit-making, its
revenue only accounted for approximately 0.6% of that of the Offeror,
according to the management account for FY2024.
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(b)

(©)

Considering that all 25 subsidiaries of the Offeror, although they are either
operational or possess assets, and none of them exhibit significant cash
generating activities, we believe it is appropriate to employ the asset-based
approach for the valuation of the 25 subsidiaries;

the Offeror directly holds approximately 51.41% equity interest in the Company
(the “Long-term Equity Investment’) which is evaluated by market approach;
and

the Offeror has been investing into its pipeline products (the ‘“Pipeline
Products™) through research and development, which has built assets with
substantial value in the form of capitalised expenditure and directly holds them.
Such capitalised expenditure is expected to provide income benefit streams in
the future. Therefore, income approach is appropriate for the Pipeline Products.

’ The Offeror ‘
’ 51.41% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% ‘ 100.00%
Shenzhen Dongguan D Dongguan Dongguan
HEC HEC New oﬁ%‘%‘a“ HEC Generic HEC PTIEC H HEKC
Company Detection Pharmaceutical Pharmaceutical Pharmaceutical | | Biopharmaceutical G af,?} ( Oggl ong)
Technology R&D Co., Ltd.* R&D o et
st Co., Ltd.* -, Ltd. Co., Ltd.* Co.. Ltd.* (Germany) Co., Limited
100.00% 100.00% ’—‘—‘ 100.00% ‘ 100.00%
Dongguan HEC HEC Pharm USA Inc/PT
Guangzhou HEC Empagliflozin for Dongguan HEC Dongguan HEC Oral Hec Pharm Indonesia/
Pharmaceutical R&D  |—— Anti-Diabetic Monoclonal Insulin Patented HEC Group Pty Ltd
Co., Ltd.* Patented Pharmaceuticals Antibodies Co.. Ltd.*| |Pharmaceuticals Co., (Australia)/HEC Pharm UK
" odies Co., Ltd. ¥ L
Co., Ltd. Ltd. Limited/Japan/Korea/
India/Thailand

Shanghai HEC
Pharmaceutical R&D

Yichang HEC Whole
Genome for
Anti-Hepatitis C

Co., Ltd.* Patented Pharmaceuticals
Co., Ltd.*
Yichang HEC Shaoguan HEC

Moxidectin for
Anti-Hepatitis B
Patented Pharmaceuticals

Co., Ltd

Erlotinib for
Anti-Oesophageal Cancer
Patented Pharmaceuticals

Co., Ltd.*

Dongguan HEC
Pirfenidone for
Antifibrotic
Patented Pharmaceuticals
Co., Ltd.*

Shaoguan HEC
Tosylate for
Anti-Lung Cancer
Patented Pharmaceuticals
Co., Ltd.*
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Table 1 — List of 25 subsidiaries of the Offeror

Number Company name

1

Shenzhen HEC Detection Technology Co. Ltd.*
(BRI SR B S A 17 A BR A 7))

Principal business

Pharmaceutical
testing business

2 Dongguan HEC New Pharmaceutical R&D Co., No principal
Ltd.* (R 5E T 8 B 68 86001 85 A PR A ) business
3 Guangzhou HEC Pharmaceutical R&D Co., Ltd.* Clinical business in
(B BB G B 22 i 53 A5 BR A 7 Guangzhou
4 Shanghai HEC Pharmaceutical R&D Co., Ltd.* Clinical business in
(B RO B 2L DT 5 A IR 7D Shanghai
5 Yichang HEC Moxidectin for Anti-Hepatitis B Project company
Patented Pharmaceuticals Co., Ltd.* has no principal
CH BRI eI O AH 84 R A A business
6 Dongguan HEC Pirfenidone for Antifibrotic Project company
Patented Pharmaceuticals Co., Ltd* (3 5E i 5[5 has no principal
AT I JE B 47T A AGE b AT 25 A FR 2 =D business
7 Shaoguan HEC Tosylate for Anti-Lung Cancer Project company
Patented Pharmaceuticals Co., Ltd* (&8 B i 5[5 has no principal
B JE B i e SR H 22 A R 2N 7)) business
8 Shaoguan HEC Erlotinib for Anti-Oesophageal Project company
Cancer Patented Pharmaceuticals Co., Ltd* (#f B has no principal
TR BE 3 1 B e T B 3 i B AR 22 A B Al business
9 Yichang HEC Whole Genome for Anti-Hepatitis C  Project company
Patented Pharmaceuticals Co., Ltd.* has no principal
(CH BRI 6 2R KPR I A5 224 R A | business
10 Dongguan HEC Empagliflozin for Anti-Diabetic Project company
Patented Pharmaceuticals Co., Ltd.* (R5E T H P has no principal
e EEAE B T B0 PR v A g A BRS 7D business
11 Dongguan HEC Pharmaceutical Co., Ltd.* No principal
(R 5E R PG ] 22 TR 7)) business
12 Dongguan HEC Generic Pharmaceutical R&D Co., Research and
Ltd.* CRZETTH B 4 8501 88 A PR A W) development of
generic drugs
13 Dongguan HEC Biopharmaceutical R&D Co., Ltd.* Research and
(RZE T 5[5 A W BE i A PR 28 W) development of
biopharmaceutical
drugs
14 Dongguan HEC Monoclonal Antibodies Co., Ltd.*  Research and
CRZE TSR [ 06 BT AR W) 25 A7 TR 4 W) development of
monoclonal
antibodies
15 Dongguan HEC Oral Insulin Patented Project company

Pharmaceuticals Co., Ltd.*

(R SETH ARt F1 R B 5 28 SRR 25 A PR 7))
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Number Company name Principal business
16 HEC (Hong. Kong) Sales Co., Limited Sales of overseas
(B R L & A vl pharmaceutical
products

17-24 HEC Pharm USA Inc./PT Hec Pharm Indonesia/ Sales of overseas
HEC Group Pty Ltd (Australia)/HEC Pharm UK pharmaceutical

Limited/Japan/Korea/India/Thailand products
25 HEC Pharm GmbH (Germany) Sales of overseas
pharmaceutical

products

Thus, we determined that the asset-based approach was the most appropriate
valuation approach to value the 25 wholly-owned subsidiaries of the Offeror and we have
applied the adjusted net assets value method under the asset-based approach in this
valuation by considering the assets and liabilities of the 25 subsidiaries.

Apart from the asset-based approach, we adopted market approach for the Long-
term Equity Investment and income approach for the Pipeline Products.

(i) Long-term Equity Investment

Given that the Shares are listed on the Stock Exchange, we are of the view that
the market price reflects the willingness of buyers and sellers to transact at a
particular price, making it an objective and representative measure of the
investment’s value. We have adopted the 90-trading day timeframe which allows us
to consider the medium-term perspective, looking beyond short-term fluctuations.

(ii) Intangible assets and development expenditure — Pipeline Products

We understand from the Management that capitalised development expenditure
are mainly for the Pipeline Products. As the Pipeline Products are expected to
generate income benefit streams in the future, by which the value of the Pipeline
Products is determined, we consider that the income benefit streams could be valued
as intangible assets. The capitalised development expenditure would be assigned nil
value as its value is included in the valuation of the Pipeline Products.

The income benefit streams of the Pipeline Products could be identified based
on projected cash flows prepared by the Management. Therefore, we consider income
approach is applicable for the Pipeline Products.
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The Exchange Rate of HK$ = RMBO0.91250 as at the Latest Practicable Date is
adopted. The market reference date (the “Market Reference Date”) is 31 December
2024, which is prior to the date of this Valuation Report for the purpose of
ascertaining certain information contained in this Valuation Report was applied in
our calculation. We consider that there will be no material changes from the Market
Reference Date to the Latest Practicable Date, taking into account the following:

1. Long-term Equity Investment: The valuation is based on the Market
Reference Date, as we believe that the 90-trading day valuation based on
the Latest Practicable Date is significantly distorted. Notably, since the
Company’s announcement on 10 April 2025, regarding the NDRC approval
for the Merger, the stock price has increased by approximately 42.4% as of
the Latest Practicable Date. While we have also considered the valuation
as of 10 April 2025, the difference in the 90-day average price of the
shares between the Market Reference Date and 10 April 2025, is minimal
(approximately 4.4%). Therefore, for consistency, the valuation of the
Long-term Equity Investment should be based on the Market Reference
Date;

2. Pipeline Products: The valuation is based on future cash flows. As of the
Latest Practicable Date, there have been no changes to the cash flow
projections, as the listing schedule for the Pipeline Products remains
unchanged; and

3. Remaining Assets and Liabilities: The balance sheet in the latest audited
financial statements is for the year ended 31 December 2024. Additionally,
as set out in the section headed ‘9. Material Change of the Offeror” in
Appendix IV to the Composite Document, the Directors confirmed that
there have been no material change to the financial position of the Offeror
Group since 31 December 2024, up to and including the Latest Practicable
Date.

IV. INFORMATION OF THE OFFEROR
1. Overview of the Offeror

The Offeror was established in 2003. It is an integrated pharmaceutical company
driven by independent R&D, rooted in China and opened to the world. It has
comprehensive strength in R&D, production and sales. The Offeror focuses on the three
key areas of infectious diseases, chronic diseases and oncology. In particular, according to
the industry data collected by Frost & Sullivan, Kewei (oseltamivir phosphate), the core
product in the anti-infectious field, has a leading position in the influenza market with a
market share of approximately 50.5% of China’s anti-influenza drug market in 2023. With
its rich pipeline of anti-infective drugs, it has been approved by the Ministry of Science
and Technology of the PRC to establish a State Key Laboratory of Anti-Infective Drug
Development. The Offeror focuses on innovative drugs and is also involved in modified
new drugs, generic drugs and biosimilars. It currently has a diversified and large product
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portfolio and a sustainable development pipeline. After over 20 years of experience
accumulation, the Offeror has established a leading R&D platform, international standard
production capacity and a global sales network. The Offeror has been named in the Top
20 of “China Drug Research and Development Comprehensive Strength Ranking”
published by Yaozh.com, for seven consecutive years from 2017 to 2023. In 2023, it was
successfully selected as one of the “Top 100 Competitive Enterprises in Chinese
Pharmaceutical Industry” and ranked at the top of the list of the “Top 100 Chinese
Pharmaceutical Innovators for 2023” released by Healthcare Executive Magazine.

The Offeror is committed to developing products that are first-of-its-kind or best-in-
class with breakthrough potential in the global market. It has built outstanding R&D
capabilities and created a diversified and robust pipeline portfolio with broad and deep
indication coverage through differentiated molecular design and comprehensive
technology platforms. The Offeror has formed a large-scale, professional and
comprehensive R&D team with more than 1,100 personnels as of 31 December 2024, and
has established a comprehensive and integrated independent R&D system and a R&D
platform covering the complete development cycle of large and small molecule drugs. Its
R&D capabilities are independent and systematic, which enables the Offeror to swiftly
advance its drugs under development to commercialisation. As of 31 December 2024, the
Offeror has 147 approved drugs in the world, including in China, the United States and
Europe, more than 100 drugs in the pipeline, including 45 Class I Innovative Drugs
candidates among which three are under the NMPA’s review for launching in China and
10 are in Phases II or III of clinical trials. The Offeror is one of a handful of PRC
pharmaceutical companies who has successfully launched two Class I Innovative Drug
(An innovative drug that has never been marketed worldwide, being an active
pharmaceutical ingredient and its preparation that contain new compounds with clearly
defined structure and pharmacological effects which is defined by Reform Plan for
Registration Category of Chemical Medicine* (b2 i 51 /3 JH O TAE /7 %) issued
by the National Medical Products Administration* (%245 BB 4 #)5) on March 4,
2016; in other jurisdictions, this type of drug may be classified differently, such as new
drug or other classifications, based on their respective regulatory frameworks) and applied
for the launch of two Class I Innovative Drugs through in-house R&D. The Offeror
attaches great importance to the protection of core technologies. Its patents cover new
drug compounds, protein molecular structures, manufacturing processes, usage and
preparation formulation, providing a sufficient and long-life patent protection strategy for
the Offeror’s products. As of 31 December 2024, the Offeror had applied for a total of
2,446 invention patents, including 382 Patent Cooperation Treaty (PCT) applications,
1,131 domestic invention patents, and 933 overseas invention patents; among them, a total
of 1,401 invention patents have been granted by the relevant patent authorities, including
746 domestic invention patents and 655 overseas invention patents. According to Frost &
Sullivan, the Offeror ranked first among PRC pharmaceutical companies in the number of
patents published and the number of authorised patent announcements in China between 1
January 2014 and 31 December 2023, and the Offeror ranked 79th in the world and 10th
in China in terms of the number of public invention patent applications for the global
biomedical industry in 2023.
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As of the Latest Practicable Date, the Offeror has two high-standard production
bases in Songshan Lake, Dongguan, Guangdong and Yidu, Hubei, covering a total area of
more than 1,300 mu, covering the entire pharmaceutical production process in respect of
the formulation production. It has production capabilities for tablets, capsules, granules,
dry suspensions and freeze-dried powder injections. The Offeror has also formed a
pharmaceutical production and quality management system with international standards,
aiming to provide high-quality medicines and laying the foundation for the subsequent
sales of the Offeror’s products in overseas jurisdictions.

The Offeror has an extensive global sales network, covering China, Europe, North
America and other regions. In the domestic market, as of 31 December 2024, the Offeror
has a nationwide sales and distribution network and 1,884 professional sales personnels,
covering 32 provincial-level regions and nearly 300 prefecture-level cities. The Offeror
extensively covers more than 2,500 Class III Hospitals (these are the largest regional
hospitals with the highest standard in China designated as Class III hospitals by the
hospital classification system of the National Health and Family Planning Commission
(currently known as the NHC), typically providing high-quality professional healthcare
services covering a wide geographic area and undertaking higher academic and scientific
research initiatives), more than 9,600 Class II Hospitals and more than 89,000 Class I
Hospitals in the PRC as well as many large-scale national or regional pharmacy chains.

As at the date of this document, the Offeror has a total issued share capital of
463,943,215 ordinary shares. The Offeror has no other relevant securities (as defined in
Note 4 to Rule 22 of the Takeovers Code) as at the date of this document. The ultimate
controlling shareholders of the Offeror are Ms. Guo Meilan and her son Mr. Zhang
Yushuai controlling approximately 62.12% equity interests in the Offeror as at the date of
this document.

Please refer to section 8(1) headed ‘“Information on the Offeror” in the Composite
Document for further details of the Offeror.
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2. Financial highlights of the Offeror

FY2024 FY2023
(RMB Million) (RMB Million)

Revenue 4,019 6,386
Profit for the year 25 1,014
Non-current assets 6,953 6,246
Property, plant and equipment 3,897 3,732
Intangible assets 1,573 1,605
Current assets 4,979 6,412
Inventories 738 529
Cash and cash equivalents 1,481 1,920
Non-current liabilities 2,650 2,304
Current liabilities 4,814 6,178
Total equity 4,468 4,175

Source: As extracted from the audited consolidated financial statements of the Offeror for FY2023 and
FY2024, which forms part of the reviewed Materials as stated in pages 1I-2 to II-3. As our
valuation under asset-based approach are based on our review on the audited consolidated
financial statements of the Offeror for FY2023 and FY2024, the detailed valuation
methodology is set out under the above section headed “III. METHODOLOGY”.

For the year ended 31 December 2024, the Offeror recorded revenue of
approximately RMB4,019 million, representing a decrease of approximately 37.06% as
compared with the that of the previous financial year. We understand from the Offeror
that such decrease is mainly caused by the decreased revenue of the Company which was
due to decrease purchasing of anti-infective drugs from pharmacies and hospitals by
patients as a result of lower incidence of seasonal flu outbreaks and decreased demand for
antiviral treatments in 2024. This, in turn, decreased the purchase of anti-infective drugs
from the Company’s distributors by pharmacies and hospitals, ultimately resulting in
decreased purchase of anti-infective drugs from the Company by its distributors. The net
profit for the year of the Offeror recorded approximately RMB25 million for the year
ended 31 December 2024, representing a decrease of approximately 97.55% as at 31
December 2023.

As at 31 December 2024, the Offeror had cash and cash equivalents of
approximately RMB1,481 million, registered a decrease of approximately 22.88% as
compared with approximately RMB1,920 million as at 31 December 2023. The net asset
value attributable to shareholders of the Offeror was approximately RMB4,468 million as
at 31 December 2024, representing an increase of approximately 7.00% as compared with
approximately RMB4,175 million as at 31 December 2023.
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3. Shareholding structure

The diagram below shows the existing shareholding structure of the Offeror.

32.20% Ms. Guo Meilan and 35.46%

Mr. Zhang Yushuai
| 100.00% 247% Yidu Fangwenwen
0,
19.13% Shenzhen HEC
Industrial 0
. 2.47% Yidu Yingwenfang
15.68%
32.93% Other shareholders of
the Offeror
Guangdong HEC
10.99% Mr. Zhang Jianbin,
> Independent H
The Offeror Ms. Pang Rar} and Shareholders
Mr. Tang Xinfa
2.48% 51.41% 0.03% 46.08%
Company

*  Most of the other subsidiaries are wholly-owned by the Offeror.
V. INFORMATION OF THE COMPANY
1. Overview of the Company

The Company is a pharmaceutical manufacturing company that focuses on the
production, sales and development of pharmaceutical products in the therapeutic areas of
anti-infectives, endocrine and metabolism. The ultimate controlling Shareholders owners
of the Company are Ms. Guo Meilan and her son Mr. Zhang Yushuai as they control
approximately 62.12% interests in the Offeror, which in turn controls approximately
51.41% interests in the Company.

Please refer to section 8(3) headed “Information on the Company” in the Composite
Document for further details of the Company.
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VI.

2. Financial highlights of the Company

FY2024 FY2023
(RMB Million) (RMB Million)

Revenue 3,724 6,295
Gross profit 2,794 4,986
Profit for the year 483 1,856
Non-current assets 7,396 6,691
Property, plant and equipment 3,618 3,398
Fixed assets 3,964 3,740
Intangible assets 2,504 2,566
Current assets 5,033 6,053
Inventories 646 409
Cash and cash equivalents 1,404 1,674
Non-current liabilities 1,080 477
Current liabilities 2,841 4,332
Total equity 8,508 7,936

Source: As extracted from the annual results announcement of the Company for FY2023 and FY2024
and is for illustrated purpose only as our valuation does not rely on the Company’s financials.
The detailed valuation methodology is set out under the above section headed *“III.
METHODOLOGY”.

For the year ended 31 December 2024, the Company had revenue of approximately
RMB3,724 million, representing a decrease of approximately 40.8% as compared with the
previous financial year. Net profit for year recorded approximately RMB483 million for
the year ended 31 December 2024, represented a decline by approximately 74.0% from
approximately RMB1,856 million for the year ended 31 December 2023.

As at 31 December 2024, the Company had cash and cash equivalents of
approximately RMB1,404 million, registered a decrease of approximately 16.2% as
compared with approximately RMB1,674 million as at 31 December 2023. The net asset
value attributable to shareholders was approximately RMBS§,508 million as at 31
December 2024, represented an increase of approximately 7.2% comparing with
approximately RMB7,936 million as at 31 December 2023.

OVERVIEW OF PHARMACEUTICAL MARKET
1. Pharmaceutical market in China

The pharmaceutical market in China has been expanding rapidly, driven by factors
such as an aging population, increasing healthcare expenditure, rising middle-class
incomes, government initiatives to improve healthcare access, the decline in birth rate of
newborns and the increase in life expectancy, the aging trend of the China population is
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accelerating. From 2018 to 2022, the ageing of the Chinese population continued to
intensify, with approximately 209.8 million people over 65 years old in 2022. This
number is expected to reach approximately 243.3 million by 2027, growing at a
compounded annual growth rate of approximately 3.77% from 2022 to 2027. China’s
ageing population is expected to reach approximately 273.2 million by 2030 (since this
figure is an estimated figure for 2030, we have classified the figure as “2030E”),
accounting for approximately 19.57% of the total population.

Chart 1: China ageing population trend, 2018-2030E
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Source: National Bureau of Statistics and Frost and Sullivan

China’s total health expenditure has been increasing significantly over the years as
the country focuses on improving healthcare access and quality for its population. China’s
total health expenditure has been growing at a robust rate, driven by factors such as
population growth, urbanisation, aging population, and increased healthcare needs. The
Chinese government has been increasing its healthcare budget to meet these demands and
actively investing in healthcare infrastructure, facilities, and services. It has implemented
several healthcare reform initiatives to enhance healthcare access, including the
establishment of primary healthcare centers, the expansion of healthcare insurance
coverage, and the implementation of the “Healthy China 2030 plan”* (fa&)5 203041 1
AL

The demand for medical and health services in China is on the rise due to the
increasing prevalence of adult diseases at younger ages. As a result, health expenditure
per capita in the country has been experiencing rapid growth. According to the National
Bureau of Statistics, from 2018 to 2021, health expenditure per capita increased from
approximately RMB4,206.7 to approximately RMB5,348.1, reflecting a compound annual
growth rate of approximately 8.33%. Projections indicate that by 2025 and 2030, health
expenditure per capita is expected to reach approximately RMB7,723.7 and approximately
RMB11,242.8, respectively, with a compound annual growth rate of approximately 7.80%.
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Chart 2: China health expenditure, 2018-2030E
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Source: National Bureau of Statistics and Frost and Sullivan

During the period from 2018 to 2021, China witnessed a substantial increase in total
healthcare expenditure, rising from approximately RMBS5.9 trillion to approximately
RMB7.6 trillion, reflecting a compound annual growth rate of approximately 8.54%
during the period. This upward trend is projected to continue in the future, with China’s
total health expenditure expected to reach approximately RMB11.0 trillion by 2025 and
approximately RMB16.3 trillion by 2030.

From 2018 to 2022, the total size of China’s pharmaceutical market increased from
approximately RMBI1,533.4 billion to approximately RMB1,554.1 billion, with a
compound annual growth rate of approximately 0.34%. It is expected to reach
approximately RMB2,095.8 billion in 2026 and approximately RMB2,624.5 billion in
2030.

Chart 3: China medical market, 2018-2030E
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In 2022, the chemical medicines market dominated the China medical market, with a
value of approximately RMB710.7 billion, representing approximately 45.73% of the total
market. The remaining market share is divided between the biological medicines market
and Chinese traditional medicines. Oseltamivir and similar drugs belong to the category of
chemical medicines, while insulin products fall under the category of biological
medicines. However, projections indicate a shift in the future years, with the biological
medicines market expected to surpass the chemical medicines market. By 2027, the
biological medicines market is anticipated to reach a value of approximately RMB867.1
billion, accounting for approximately 38.94% of the total market. According to Frost &
Sullivan, the projections are based on several factors driving the growth of China’s
biological medicines market including an aging population that increases demand for
treatments for chronic diseases, improved health awareness and financial capacity among
residents, and a favorable policy environment that supports research and
commercialisation. Additionally, local companies are making significant technological
advancements, while strong interest from the capital market offers crucial funding for
innovation. Together, these elements create a positive long-term outlook for the biological
medicines sector in China.

2. Driving forces of China’s pharmaceutical market development
(i) Improvement of people‘s health awareness and medical expenditure

China’s medical expenditure has been on the rise, driven by the improved health
awareness of its population and the increase in residents’ disposable income. This
shift in focus from merely treating diseases to a more holistic approach of long-term
comprehensive health management, along with the prevention and treatment of
complications, has been observed with the progress of people’s health awareness.
The 2020 Report on the Status of Nutrition and Chronic Diseases* (1[5 % ¥ Bl 18 M
Joa AR DL 5 (20204F)) published by National Health Commission of the People’s
Republic of China in October 2020 in China highlights a significant increase in the
proportion of individuals regularly monitoring health indicators such as weight,
blood pressure, blood sugar, and blood lipids. This growing health consciousness
among patients with chronic diseases is expected to contribute to the development of
China’s pharmaceutical market to a certain degree.

(ii) Growing demand for chronic disease management due to ageing

China’s economic and social development, along with advancements in health
services, have led to a continuous increase in life expectancy per capita.
Consequently, the survival period for patients with chronic diseases like diabetes,
cardiovascular diseases, and cerebrovascular diseases has significantly lengthened.
Additionally, factors such as an aging population, urbanisation, industrialisation, and
lifestyle changes have contributed to a notable rise in the incidence of chronic
diseases in China. As a result, the number of patients with chronic diseases has been
expanding steadily, which in turn drives further growth in the related pharmaceutical
market.
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(iii) Government policy support

The Chinese government has implemented a range of policies in recent years to
foster the growth of the pharmaceutical industry. In October 2019, the National
Development and Reform Commission introduced the Industrial Structure
Adjustment Guidance Catalogue (2019 Edition)* (FE ZELE RSB35 5 H $%(20194F
7)) which, for the first time, included the development and production of new drugs
with independent intellectual property rights and the production of generic drugs for
the prevention and treatment of major diseases in China, and the Industrial Structure
Adjustment Guidance Catalogue (2024 Edition)* (7 245 1 i 5 5 45 H 8% (2024 4F 4%)
was approved at the 6th Committee Meeting on December 1, 2023, and will take
effect on February 1, 2024. These industries were listed among those encouraged for
development.

Furthermore, the “14th Five-Year Plan” outline, released by the National
People’s Congress in March 2021, identifies biopharmaceutical technology
innovation and antibody drug research and development as frontier areas of
scientific and technological research. These initiatives aim to establish a new pillar
in the industrial system. The outline also emphasises the need to expedite the growth
of biomedicine and other industries to further enhance the bioeconomy’s size and
strength. The introduction of various innovation incentives by the government has
provided a significant boost to the pharmaceutical industry’s development and
innovation efforts.

(iv) Expansion of health insurance coverage

As medical reform progresses, the accessibility of healthcare services in China
has been steadily enhancing. The Chinese government has prioritised investments in
the construction and modernisation of medical infrastructure, as well as the
expansion of medical insurance coverage. According to the Chinese Pharmaceutical
Association', there has been a consistent increase in the proportion of medical
insurance drugs within the drugs utilised by medical institutions since 2018. The
National Basic Medical Insurance, Work Injury Insurance, and Maternity Insurance
Drug Catalogue (2024)% (BIZRKEEABEIREE - TR E T RERLE N B 852024
4)) published by National Healthcare Security Administration of the People’s
Republic of China, includes a total of 3,159 drugs, comprising 1,765 Western
medicines, 1,394 traditional Chinese medicines, and 892 pieces of traditional

The Chinese Pharmaceutical Association has a rich history and a significant role in the development of
pharmaceutical sciences in China. Established in 1907, it is one of the oldest academic organisations in China,
dedicated to advancing pharmaceutical knowledge, promoting research, and enhancing the professional standards
of pharmaceutical practitioners. There are several objective bases for relying on data from the Chinese
Pharmaceutical Association. Firstly, its long-standing credibility is rooted in over a century of experience in the
field, which makes it a trusted source for pharmaceutical information. Furthermore, the association operates
under the oversight of the China Association for Science and Technology and the National Medical Products
Administration. This government guidance adds a layer of credibility and regulatory compliance to the data it
provides. In addition, the Chinese Pharmaceutical Association often collaborate with other health organisations
and government agencies, which enhances the reliability of its results.
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Chinese herbal medicine. Since the establishment of the National Healthcare Security
Administration in 2018, there have been continuous dynamic adjustments to the
insurance drug list for seven consecutive years, with a total of 835 new drugs added
to the catalogue, including 91 new drugs in 2024. This trend has further solidified
the dominant position of medical insurance drugs, resulting in improved rationality
in clinical drug usage. Simultaneously, the inclusion of innovative drugs in medical
insurance has been accelerated, significantly reducing the approval cycle and
enhancing patient accessibility to these medications.

3. Development trend of China’s pharmaceutical market
(i) Increased access to medications

In 2022, the State Council of China issued the Opinions on Deepening the
Reform of the Medical Security System* (B GEAL 5 5% A 8 i UOE M B ),
which outlines the importance of enhancing the basic medical insurance system. The
document emphasises the need to establish a comprehensive and inclusive medical
insurance system and policy framework that covers all citizens in accordance with
the law. It also highlights the importance of unifying the medical insurance catalog
and standardising medical insurance payment processes.

Medical insurance payment serves as a crucial mechanism to ensure that
citizens can avail themselves of high-quality medical services. To adapt to the
advancements in innovative pharmaceutical research and development technology
and meet the clinical needs of the population, the dynamic adjustment mechanism of
the medical insurance catalog is being optimised and improved. This ensures that
drugs with significant clinical value and excellent economic evaluation are included
in the scope of medical insurance, enhancing patients’ accessibility to clinically
beneficial medications.

(ii) Accelerated expansion of the innovative drug market

In 2021, several key departments, including the Ministry of Industry and
Information Technology, the National Health Commission, the National Health
Insurance Administration, and the State Food and Drug Administration, collaborated
to issue the ‘“14th Five-Year Plan for the Development of the Pharmaceutical
Industry”* (P01 B0 528 i % 4 AR HE = i BL 5 L&), This plan highlights
the significant progress made during the ‘“13th Five-Year Plan” period, with
traditional pharmaceutical companies accelerating their innovation and
transformation efforts. The number of innovative pharmaceutical companies has also
seen a notable increase, accompanied by a rise in the number of new drugs entering
the clinical stage and a surge in research and development investments. Driven by a
range of incentive policies promoting innovation-driven transformation, the
pharmaceutical industry is poised to continue its investment in innovation, expedite
transformation processes, and facilitate sustained growth in the number of new drugs
entering the clinical stage. Furthermore, the plan sets forth a target for the ‘“14th
Five-Year Plan” period, aiming for an average annual growth rate of research and
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development investment across the entire industry of over 10.00%. This strategic
focus will contribute to the emergence of transformative innovative drugs and
therapies, fostering the continuous expansion of China’s drug market.

(iii) Research and development of innovative drugs that meet clinical needs

Chronic diseases, including diabetes, have emerged as the leading cause of
death in China, and their prevalence is escalating due to the aging population. The
State Council’s Report on the Status of Nutrition and Chronic Diseases in China
(2020)* (P B 4 2 B R PR IR LR 45 (20204F)) reveals that chronic diseases
accounted for approximately 88.50% of all deaths in China in 2019. In addition, the
Report on Nutrition and Chronic Disease Status of Chinese Residents (2024)%* (41
g BLS PER IR DL F (2024 4F) ), mention that the issue of overweight and obesity
among residents in China is becoming increasingly prominent, with the overweight
rate among adults reaching 36.5% and the obesity rate reaching 17.8%, resulting in a
combined total of over 50%, and it indicates that the rates of overweight and obesity
among adults in China continue to rise, representing a significant health issue closely
related to various chronic diseases. Furthermore, as the population continues to age,
the incidence of new cancer cases is projected to rise, highlighting the increasing
demand for anti-tumor drugs. This industry landscape propels the acceleration of
technological innovation in the field of anti-tumor drugs to cater to the evolving
clinical requirements of tumor treatments. Simultaneously, the misuse of anti-
infective drugs is contributing to the surge in drug resistance. Coupled with growing
consumer health awareness, the use of anti-infective drugs is becoming more
cautious, with consumers seeking safer, more effective, and reliable alternatives.
Presently, the government places greater emphasis on drug treatments for diseases
with significant clinical burdens such as diabetes, cardiovascular and cerebrovascular
diseases, central nervous system diseases, tumors, and infections. In the future, the
development of innovative drugs in China will prioritise medications that meet the
criteria of safety, long-term efficacy, patient compliance, and comprehensive
benefits. These innovative drugs will occupy a significant position in the research
and development landscape, aligning with the evolving needs of the population.

4. Pipeline Products of the Offeror

The Offeror’s products are primarily developed through independent research and
development. The pipeline is rich and focuses on innovative drugs, innovative
formulations, and high-end generics in the areas of infection, oncology, and chronic
diseases. As of the end of 2024, the Offeror had a portfolio of 147 approved products and
more than 100 products in the pipeline, and 10 drugs were in phase II and III clinical
trials as at the end of 2024.

In general, later clinical stages indicate higher success probabilities. The table below
summarises the range of success probabilities we use based on the respective clinical
stages. However, these probabilities are estimates determined by the unique circumstances
of each Selected Pipeline Product. We understand from the Offeror and Frost & Sullivan
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that some of the selected pipeline products are classified as biobetters, (i.e. new drugs that
are developed from existing ones and feature improved properties). Compared to
innovative drugs, biobetters have a higher probability of success. Our review of relevant
academic journals (detailed background information is set out in note 2 on page 11-34)
supports this finding. For further details, please refer to “Table 2: Selected Pipeline
Products” below.

Clinical stage Pre-clinical Phase I Phase 11 Phase III  Pre-listing

Range of success
probabilities 52-81% 47-81% 47-61% 61-93% 90-93%

VII. OVERALL VALUATION OF THE OFFEROR
1. Valuation Assumptions
(i) General assumptions

a. It is assumed that there are no force majeure factors and unforeseeable
factors that will have a material adverse impact on the Offeror’s
continuous operation.

b. It is assumed that the business scope (operation scope), operation model,
product structure and decision-making procedures of the Offeror are
basically consistent with those currently in place based on the existing
management mode (model) and management level, and the future
development trend of its business is basically consistent with the
development trend of the industry in which it operates as at the Market
Reference Date.

c. It is assumed that the operator of the Offeror is responsible and its
management is capable of performing its duties and responsibilities.

d. It is assumed that all business-related qualifications of the appraised entity
can successfully obtain the approval of relevant authorities after the
expiration of the validity period, and the industry qualifications will
remain valid.

e. The Offeror is currently involved in a pending legal action. The pending
legal action is a lawsuit on the basis of copyright infringement and the
Offeror is one of the defendants. It is pending judgement from the court of
first instance. The plaintiff of the pending legal action has claimed
approximately RMB100,000,000. We do not consider this potential claim
amount is material because the product, which is the subject of the pending
legal action, is not one of the main products of the Offeror. The percentage
of revenue contribution from Linagliptin tablets during the Track Record
Period is below 5% for the years ending December 31, 2022, 2023, and
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2024, respectively. Furthermore, the Offeror was unsuccessful in its bid for
inclusion in the national volume-based procurement scheme in 2024. This
suggests that the provincial volume-based procurement scheme may not
commence until the completion of the current three-year national
procurement cycle, thereby limiting its future growth potential. Based on
our discussion with the management of the Offeror, the accrued provision
for the potential outcome of the legal proceedings is sufficient as
Dongguan HEC New Pharmaceutical R&D Co., Ltd, an indirect substantial
shareholder of the Offeror, has indemnified the Offeror in the amount of
RMB100,000,000 for any potential claims or damages resulting from the
pending legal action. Aside from the fact that the potential claims are
borne by the shareholder of the Offeror, the maximum proposed amount
claimed by the plaintiff is RMB100,000,000, and the legal action is still
pending. Therefore, it is assumed that the main operating assets and
businesses of the appraised entity are free from material legal disputes and
obstacles, and the property rights of the assets are clear.

It is assumed that the enterprise will maintain its existing credit policy and
will not encounter any major problem of fund recovery in the future.

It is assumed that the contracts and agreements entered into by the
appraised entity in previous years and the current year are valid and
enforceable.

It is assumed that the Offeror fully complies with all relevant current laws
and regulations.

(ii) Specific assumptions for income approach

Assumption of continuous use of assets: continuous use assumption is an
assumption of the conditions of the market where the assets are intended to
enter and the status of the assets under such market conditions. Firstly, the
appraised assets associated with the Pipeline Products are in use, and
secondly, it is assumed that the assets associated with the Pipeline
Products will continue to be used.

Enterprise going concern assumption: the production and operation of the
appraised entity associated with the Pipeline Products can continue to
operate in its current condition, and there will be no material changes in its
operating conditions in the foreseeable operating period (i.e. 10 years).

(iii) Valuation of restricted conditions

The valuation results from three different approaches are derived from the
evaluation of various factors. The asset-based approach considers the value, book
value, and appraisal value of assets and liabilities of the Offeror (excluding the
Long-term Equity Investment and the Pipeline Products). The market approach
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focuses on the market price of the Long-term Equity Investment. Lastly, the income
approach estimates the present value of the income benefit streams generated by the
Pipeline Products. By utilising these three approaches, a comprehensive assessment
of the valuation is obtained, considering different aspects of the assets, liabilities,
and income potential.

Based on the assumption of an open market, the appraised value does not
consider the impact of potential price fluctuations in special transactions, nor does it
consider the influence of macroeconomic changes, natural forces, or other force
majeure events on the asset price.

The valuation results in this Valuation Report are based on the above
assumptions and limitations. When the above valuation assumptions and limitations
change significantly, the valuation results will be invalid.

2. Asset-based approach

(i) Application of specific valuation methods for various assets and liabilities
under the asset-based approach

As the Offeror has provided the list of main assets of the Offeror which are
normally used or in use, and the replacement value of the relevant assets of the
Offeror is easily accessible and the depreciation can be reasonably predicted, the
asset-based approach is suitable for this valuation excluding the Pipeline Products.
We note that the Accountants’ Report as stated in Appendix IV is prepared on a
consolidated basis and includes the historical financial information of the Offeror
and its subsidiaries including the Company. As mentioned above in our report, we
have evaluated the Long-term Equity Investment (approximately 51.41% equity
interest in the Company held by the Offeror) by using the market approach. As such,
we did not take into consideration of the book value of the Company as part of our
valuation.

(it) Valuation of current assets
a. Monetary funds

Monetary funds include bank deposits and other monetary funds. For non-
foreign currency accounts, the appraised value is determined based on the
verified book value. For foreign currency accounts, the appraised value is
determined by multiplying the foreign currency exchange rate on the Market
Reference Date by the book value of foreign currency.

b.  Bills receivables

Bills receivable are non-interest bearing bank acceptance bills. The
appraised value is determined based on the verified book value.
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c. Trade and other receivables

On the basis of verification, the appraised value of various receivables is
determined based on the amount of each payment that may be recovered. For
the receivables that are believed to be fully recoverable with reasons, the
appraised value is calculated based on the entire amount of receivables; for the
amounts that may be partially unrecoverable, in the event that it is difficult to
determine the amount of unrecoverable accounts, the amounts are estimated
based on the historical information and on-site investigation, specifically
analysing the amount, time and reason of the arrears, recovery of the amounts,
the funds, credit, operation and management status of the debtors, and with
reference to the ageing analysis method, and the appraised value is calculated
after deducting the risk loss; for those that have conclusive evidence that they
are unable to be recovered, the appraised value is zero; as the aforementioned
calculation of trade and other receivables has taken provision for bad debts and
the deduction of risk loss into consideration, the Offeror’s subsidiaries have
made provisions for all receivables. Therefore, the appraised value of
“provision for bad debts” items of the accounts is zero.

d. Prepayments

The valuation of prepayment is based on the accounting treatment as to
determine if the value of assets or rights of the corresponding goods that can be
recovered. We have also discussed with the Management and understand that,
historically, the Offeror has not experienced any recoverability issues involving
the prepayment. Therefore, the verified book value is taken as the appraised
value.

e. Inventories

Inventories evaluated include materials procurement (material in
transportation), raw materials, work in progress, finished goods and goods
delivered. Based on the spot check and verification of the reported quantity and
amount, the estimations are as follows:

For materials procurement and raw materials, the replacement cost method
is adopted which is based on the prevailing market prices of various materials,
plus reasonable transportation and miscellaneous expenses and other reasonable
expenses, multiplied by the actual quantity and recognised as the appraised
value.

For semi finished products, on the basis of verification, considering that
the production cycle is short, the enterprise records the actual cost. The cost
comprised raw materials used for production and the manufacturing cost (cost
of conversion), and the book value can basically be reflected in the current
value of the semi finished products. Therefore, the verified book value is
recognised as the appraised value.
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For finished products, the appraised value is determined by multiplying the
verified quantity by the prevailing market selling price after deducting
reasonable sales costs, taxes and appropriate profits.

(iii) Valuation of long-term equity investments

a. For the Long-term Equity Investment, the book value is replaced by the
value obtained from the market approach, details of which are set out
below in section ‘3. Market approach for the Long-term Equity
Investment”’;

b. For the Offerors’ interests in subsidiaries (other than the Company), we
conducted the asset approach based on their book value.

(iv) Valuation of fixed assets

The verified book value is taken as the appraised value in this valuation.
(v) Valuation of right-of-use assets

The verified book value is taken as the appraised value in this valuation. It
mainly comprises of lease of building, office and ownership interests in leasehold
land held for own use.
(vi) Valuation of intangible assets — land use rights

The verified book value is taken as the appraised value in this valuation.

(vii) Valuation of intangible assets — other intangible assets

As at the Market Reference Date, intangible assets — other intangible assets
include purchased software and off-book research and development projects recorded
in the book.

a. Purchased software and other intangible assets

We have estimated the amortisation of the software system and other
intangible assets based on the purchase price. The estimated value after
amortisation is equivalent to the book value. The verified book value is taken as
the appraised value in this valuation.

b. Research and development projects

The Pipeline Products in the research and development projects are
appraised based on income approach, details of which are set out below in
section “4. Income approach for the Pipeline Products™.
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(viii) Valuation of development expenditures

In this valuation, the development expenditures are appraised as part of the
research and development projects of other assets in intangible assets. The
capitalised development expenditure would be assigned nil value as its value is
replaced by the valuation of the Pipeline Products.

(ix) Valuation of other non-current assets

All other non-current assets are receivables, which we have adopted the same
valuation as trade receivable as set out above in the subsection headed c. Trade and
other receivables.

(x) Valuation of liabilities

Liabilities include short-term borrowings, note payable, accounts payable,
contract liabilities, staff emoluments payable, taxes payable, other payables, long-
term borrowings, lease liabilities, long-term payables, provisions and deferred
income.

a. Contract liabilities

The appraised amount is determined according to the subsequent
obligations agreed in the contracts and the relevant tax payment obligations.

b.  Borrowings

On the basis of verification, the appraised amount is determined based on
the amount of principal and interest payable according to actual term of the
borrowings.

c. Accounts and other payable

On the basis verification and out of the purpose of conservatism, the
appraised amount is determined based on the verified book value, except for
accounts and other payable aged more than 5 years with non-related parties,
which are appraised as nil.

d.  Estimated liability

As estimated liability only involve the contingent liability under a pending
legal action, on the basis of verification and out of the purpose of conservatism,
the appraised amount is determined based on the verified book value, for which
the amount the plaintiff is suing the defendant.
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e. Other liabilities

On the basis of verification, the appraised amount is determined based on
the book value.

As such, for assets, the book value is 7,990.5 million excluding Long-term
Equity Investment of approximately RMBS5,278.2 million and the book value of
Pipeline Products-related items including intangible assets and development
expenditure of RMB529.6 million and the appraised value is 2,182.7 million. For
liabilities, the book value and appraised value is 6,153.1 million.

3. Market approach for the Long-term Equity Investment

We have chosen to analyse the Company’s stock performance over a 90-trading day
period as part of our evaluation of the Long-term Equity Investment. This approach is
based on the market’s assessment, which reflects the willingness of buyers and sellers to
transact at a particular price, making it an objective and representative measure of the
investment’s value. We have not observed any announcements that significantly impacted
the performance of the shares. It is important to note that the market may take time to
fully digest the information contained in the Composite Document and then reflecting in
the Company’s stock trading price. As the 90-trading day timeframe allows us to consider
the medium-term perspective, looking beyond short-term fluctuations, we believe it is
reasonable to reference the 90-trading day period for the purpose of valuing the Long-
term Equity Investment.

Taking reference to 90-trading day average price of the Shares, which is from 20
August 2024 to 31 December 2024, the last trading day and the Market Reference Date,
the estimated value of the Company is approximately RMB7,440.6 million or
approximately for RMB8.46 per share (equivalent to approximately HK$9.27 per share
based on the Exchange Rate).

As such, the valuation of the Long-term Equity Investment is approximately
RMB3,825.2 million.

Moreover, the appraised value above in relation to the Long-term Equity Investment
does not constitute an opinion as to the price at which the Offeror H Shares may trade at
any point, in the future, or represent the value that a holder of the H Shares may realise
on any sale, in the future, where such a value may be higher or lower than the appraised
value above.

4. Income approach for the Pipeline Products

Considering that research and development projects, which are the Pipeline Products,
are the main business of pharmaceutical research and development enterprises and the
main source of future profits of enterprises, the income approach is adopted in this
valuation for the Offeror’s innovative drugs and biological drugs research and
development projects.
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In connection with the Pipeline Products, assuming that (i) the future income can be
reasonably estimated and measured; (ii) the risks associated with the expected returns can
be measured; and (iii) the income period can be determined or reasonably expected, we
have adopted income approach by conducting discounted cashflow valuation. The
appraisal period of the Pipeline Products is 10 years. We consider the appraisal period of
10 years is reasonable on the following basis:

(1)

(i1)

(iii)

forecasting accuracy: as the time horizon increases, the uncertainty and
difficulty in accurately predicting future cash flows also increase. The longer
the appraisal period, the more likely the estimates will be less reliable due to
various factors such as changes in the business environment, market conditions,
and technological advancements. A 10-year period is often considered a
reasonable compromise between capturing long-term value and maintaining a
reasonable level of forecasting accuracy;

business cycles: many businesses and industries experience cyclical patterns
that can significantly impact their performance. By using a 10-year period, we
aim to capture at least one full business cycle, including periods of expansion
and contraction. This allows for a more comprehensive assessment of the
investment’s potential over different economic conditions; and

stages of the Selected Pipeline Products: The Selected Pipeline Products are
anticipated to be listed in the next three years. Using a shorter evaluation period
may not significantly improve the accuracy of the valuation.

Additionally, considering that the Pipeline Products are in various stages of
development, their valuation will be affected by the timing of listing and success
probabilities. Therefore, the WACC (as defined below) will be used to discount projected
pre-listing costs and post-listing revenues for each year and for each Selected Pipeline
Products (as defined below).

(i) Pipeline Products with clinical approvals

The Pipeline Products that are the main focuses of the Offeror (the “Selected

Pipeline Products”, as set out in the table below) are valued mainly based on their
expected revenue, research and development expenses, expected commercialisation
date and success probability.
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Table 2: Selected Pipeline Products

We primarily reference three sources regarding success probabilities based on
clinical stages: (i) an academic journal for biosimilar (No. 1 to 4 below); (ii) an
academic journal for innovative drugs (No. 5 to 13 below); and (iii) research from
Frost & Sullivan on improved drugs (No. 14 to 16 below).

Latest Suceess
No. Indication Pipeline Products clinical stage probabilities Basis
1 Diabetes Guang Jian You Applying for 93% According to Clinical
(L) listing Development Success Rates
and Contributing Factors
2011-2020, the success
probability for biosimilar at
pre-listing stage is
approximately 93%.
2 Diabetes Guang Jian Da* Pre-biologics 93% According to Clinical
(OhlEE) license Development Success Rates
application and Contributing Factors
2011-2020, the success
probability for biosimilar at
pre-biologics license
application stage is
approximately 93%.
3 Diabetes Guang Jian Cheng*  Clinical phase | 81% According to Clinical
ObRER) completed Development Success Rates

and Contributing Factors
2011-2020, the success
probability for biosimilar at
clinic stage 1 is approximately
32%. However, as the drug
has a high similarity to the
original research, the next
stage is expected to be
clinical stage 3. Therefore, the
success probability is adjusted
to be 81%.
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No. Indication

Latest
Pipeline Products clinical stage

probabilities Basis

4 Diabetes

5 Hepatitis

6 Hepatitis

7 Esophageal
carcinoma

Guang Jian Tang* Pre-clinical phase
(L)

Dong Antai* Applying for
(RER) listing

Dong Andi* Clinical phase 3
(REH)

Dong Ningguan* Clinical phase 3
(REH)

- II-29 -

§1% According to Clinical

Development Success Rates
and Contributing Factors
2011-2020, the success
probability for biosimilar at
pre-listing stage is
approximately 32%. However,
the drug features advanced
production technology,
resulting in a higher similarity
to the original research. Its
success has already been
demonstrated in China. Since
a clinical stage is not
required. Only key
bioequivalence studies with the
original research are needed.
Therefore, the success
probability is adjusted to align
with that of Phase 3 clinical
trials, set at §1%.

90% According to International Journal

of Pharmacology (“Int. J.
Pharmacol.”), 18 (6):1137-
1150, 2022, the success
probability for innovative
drugs at pre-listing stage is
approximately 90%.

67% According to Int. J. Pharmacol.,

18 (6):1137-1150, 2022, the
success probability for
innovative drugs at clinical
phase 3 is approximately 67%.

67% According to Int. J. Pharmacol.,

18 (6):1137-1150, 2022, the
success probability for
innovative drugs at clinical
phase 3 is approximately 67%.
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Latest Success
No. Indication Pipeline Products clinical stage probabilities Basis

§  Acute myelogenous Dong Ningchun* Clinical phase 3 67% According to Int. J. Pharmacol.,
(RER) 18 (6):1137-1150, 2022, the
success probability for
innovative drugs at clinical
phase 3 is approximately 67%.

9 Depression Dong Tong Shen* Clinical phase 2 61% According to Int. J. Pharmacol.,
(REH) 18 (6): 1137-1150, 2022, the
success probability for
innovative drugs at clinical
phase 2 is approximately 61%.

—_

0 Idiopathic Dong Jiandi* Clinical phase 2 61% According to Int. J. Pharmacol.,
pulmonary (R ) 18 (6):1137-1150, 2022, the
fibrosis success probability for

innovative drugs at clinical
phase 2 is approximately 61%.

—_—

I Cancer-associated ~ Dong Ningsheng* Clinical phase 2 61% According to Int. J. Pharmacol.,
anemia (RE) 18 (6): 1137-1150, 2022, the
success probability for
innovative drugs at clinical
phase 2 is approximately 61%.

—_—

2 Diabetes Guang Jian Bao* Clinical phase 1 61% According to Int. J. Pharmacol.,
CbEE) completed 18 (6):1137-1150, 2022, the
success probability for
innovative drugs at completion
of clinical phase 1 is
approximately 61%.

—_—

3 Other Other (New Drug) Pre-clinical 47% According to Int. J. Pharmacol.,
phase/Clinical 18 (6):1137-1150, 2022, the
phase 12 average success probability for

innovative drugs from pre-
clinical phase to clinical phase
2 is approximately 47%.
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No. Indication

Latest

Pipeline Products clinical stage

Success

probabilities Basis

14 Gastric ulcer

15 Alzheimer’s
disease

Vonoprazan Fumarate* Clinical phase 1

(B BB R competed

Injector* (£&MRA  Clinical phase 1
)
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57% TImproved drugs change the
administration methods and
frequencies. Given that the
original compounds have been
successfully marketed, the
expected success probability
for improved drug is higher.
We have also considered the
research from Frost and
Sullivan, the success
probability for the improved
drugs at completed clinical
phase 1 is adjusted to
approximately 57%.

52% Improved drugs change the
administration methods and
frequencies. Given that the
original compounds have been
successfully marketed, the
expected success probability
for improved drug is higher.
We have also considered the
research from Frost and
Sullivan, the success
probability for the improved
drugs at clinical phase 1 is
adjusted to approximately
52%.
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Latest Success
No. Indication Pipeline Products clinical stage probabilities Basis
16 Asthma Tnhalers* (WAREFHE) Pre-clinical phase 52% Improved drugs change the

administration methods and
frequencies. Given that the
original compounds have been
successfully marketed, the
expected success probability
for improved drug is higher.
We have also considered the
research from Frost and
Sullivan, the success
probability for the improved
drugs at pre-clinical stage is
adjusted to approximately
52%.

We understand that the report titled “Clinical development success rates and
Contributing Factors from 2011 to 20207, published by Biotechnology Innovation
Organization, Informa Pharma Intelligence, and Quantitative Life Sciences Advisors,
is both an updated study of clinical drug development success rates from its report
dated 2016, and an expansion into the drivers of success with the addition of
machine learning modeling to analyse the predictive factors contributing to drug
development. It is noted that a total of 12,728 clinical and regulatory phase
transitions were recorded and analysed from 9,704 development programs over the
last decade during the period from 2011 to 2020, across 1,779 companies in the
Biomedtracker (a subscription-based product of Informa Pharma Intelligence, tracks
the clinical development and regulatory history of investigational drugs to assess
their likelihood of approval by the FDA) database.

Phase transitions occur when a drug candidate advances into the next phase of
development or is suspended by the sponsor. This report calculated the number of
programs progressing to the next phase versus the total number progressing and
suspended, and further assessed the success rate at each of the four phases of
development (i.e. phase I, phase II, phase III and regulatory filing). With the phase-
by-phase data in hand, they then compared groups of diseases, drug modalities, and
other attributes to generate the most comprehensive analysis yet of
biopharmaceutical R&D success.
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We further understand that Biotechnology Innovation Organization is the
world’s largest trade association representing biotechnology companies, academic
institutions, and related organizations globally. Its members, ranging from startups to
Fortune 500 companies, are involved in developing innovative biotechnology
products across various sectors. Informa Pharma Intelligence is the trusted partner of
all the top 50 global pharmaceutical companies and the top 10 contract research
organisations providing timely intelligence and insight to help them make
authoritative decisions. Quantitative Life Sciences Advisors is a technology and
advisory company based in Cambridge, Massachusetts, it employs a blend of
fundamental and quantitative tools to help clients manage risk, assess reward, and
develop investment and financing strategies for portfolios of healthcare-related
assets.

We are of the opinion that the sample size recorded and analysed during a ten-
year timeframe by the Clinical development success rates and Contributing Factors
from 2011 to 2020 report, are sufficient, fair and representative.

(ii) Basis of success probabilities of the Selected Pipeline Products

The Management has provided the expected success probabilities of the
Selected Pipeline Products. Having reviewed the average success probabilities of the
industry, the reasons provided by the Management and the discussion with the
industry adviser, Frost and Sullivan, we have adjusted downward the success
probabilities to better reflect the risk nature of the Selected Pipeline Products and be
closer to the industry average suggested below.

- II-33 -



APPENDIX II VALUATION REPORTS AND REPORTS

FROM CICC AND KPMG

2

We have also reviewed the data of average success probabilities of the industry
provided by Frost and Sullivan and academic journal (International Journal of
Pharmacology, 18 (6): 1137-1150, 2022)> which summarised the success
probabilities of various stages in China, which are approximately 30%-91%. In
addition, we have reference to Frost and Sullivan’s report and the average success
probabilities of the industry, combined with the different clinical stages of the
Pipeline Products, in order to determine the success probabilities. Thus, we consider
the success probabilities are reasonable and able to reflect the risk nature of the
Selected Pipeline Products. For the success probabilities, of the Selected Pipeline
Products, please refer to the table 2 above.

(iii) Basis of revenue

Revenue is projected by the estimated number of patients for indication of each
Selected Pipeline Products respectively, diagnostic rate, treatment rate, product
penetration rate and unit revenue.

The estimated number of patients for indication of each Selected Pipeline
Products is based on publicly available real-world studies, academic literature, data
from the World Health Organization, and official statistics from various countries.

We understand that the International Journal of Pharmacology is an internationally recognised journal, contains
peer-review material and provides broad coverage of all aspects of the interactions of drugs and medicines with
biological systems including autonomic, behavioral, cardiovascular, cellular, clinical, developmental,
gastrointestinal, immuno-, neuro-, pulmonary, and renal pharmacology, as well as analgesics, drug abuse,
metabolism and disposition, chemotherapy, and toxicology, pharmaceuticals, neutraceuticals, immunomodulation,
vaccines and vaccines based therapies, pharmacogenomics aided drug development and therapeutics,
pharmacokinetics, pharmacodynamics, modes of action and metabolism of effective drugs and medicines,
various upcoming drug designing and novel drug delivery methods. The International Journal of Pharmacology
also emphasises frontiers in therapeutic advances and their biomedical perspectives including advances and
recent trends in various prophylactic and therapeutic regimens to effectively combat various diseases and other
health problems, both infectious and non-infectious posing challenge to the humans and their companion animals.
We noted that the International Journal of Pharmacology is issued by the IMR Press, an academic publisher
established in 2017. In 2018, the IMR Press established its first journal, the Journal of Molecular and Clinical
Medicine. Responding to growth demands, in November 2019, IMR Press registered IMR Press PTE. LTD in
Singapore, designating it as the global headquarters of IMR Press. In the same year, IMR Press established an
office in Hangzhou, Zhejiang, China, primarily responsible for technical support such as website hosting and data
production, ensuring the continuous provision of high-quality publishing services to the academic community.
The management team of IMR Press includes: (i) Assoc. Prof. Ng Yin Kwee is the executive editor of IMR
Press, Prof. Ng Yin Kwee obtained a Bachelor of Engineering from the University of Newcastle upon Tyne;
Ph.D at the Cambridge University with a Cambridge Commonwealth Scholarship and a Postgraduate Diploma in
Teaching Higher Education; (ii) Prof. Dr. Tu Guo Wei is the publishing director of IMR Press, Prof. Dr. Tu Guo
Wei served on the editorial board of reviews in Cardiovascular Medicine in 2022. He obtained his Doctor of
Medicine degree from Fudan University, China. Currently, he holds the position of Professor in the Cardiac
Surgery Intensive Care Unit at Zhongshan Hospital, Fudan University, China; and (iii) Behrooz Astaneh is the
director of Education and Ethics Integrity of IMR Press, he is an experienced department head with a
demonstrated history of working in the higher education industry. He obtained a Doctor of Medicine degree from
Shiraz University of Medical Sciences and Medical Journalology degree from Westminster University, London,
United Kingdom and Health Research Methodology at McMaster University, Hamilton, Ontario, Canada.

We noted from the International Journal of Pharmacology that the materials and methods adopted include
retrospectively analysed the status of investigational new drug submissions for innovative drugs filed in China
between 1 January 2003 and 31 May 2019, calculating the phase transition probability and approval probability
of 1,076 innovative drugs from 506 applicants. We understand that the data and information adopted in the
International Journal of Pharmacology was extracted from two official databases of the Center for Drug

Evaluation® ([5] Z¢ 8E f B BH i HE R 85 i 3 5T o0,
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This information, combined with insights from frontline expert interviews, was
analysed through Frost and Sullivan’s internal modelling system to ensure the data is
scientifically valid, grounded in reality, and has industry reference value.

Regarding diagnosis rate and treatment rate, Frost and Sullivan has
systematically organised publicly available literature data from both domestic and
international sources, combined with interviews from multiple clinical experts, to
obtain information on the consultation rates, medication status, and treatment rates
for various diseases in actual clinical settings.

The product penetration rate and unit revenue are derived from publicly
available data such as annual reports of publicly listed companies, along with
insights from frontline expert interviews. The interview participants included
frontline experts closely related to product sales and clinical use including: (i)
executives from pharmaceutical companies (e.g., strategic leaders, head of product
line and regional general managers); (ii) key members of the marketing and sales
teams (e.g., marketing directors, head of sales and frontline sales representatives);
and (iii) attending physicians and chief physicians from public hospitals and private
medical institutions. Through in-depth interviews with the above-mentioned frontline
experts, Frost and Sullivan systematically obtained key findings and insights
regarding the product’s clinical use scenarios, patient acceptance level, prescribing
habits, channel accessibility, actual sales status, pharmaceutical companies’ product
strategies and future development plans, as well as market perceptions of competing
products. This analysis considers the sales revenue, market share, regional sales
performance, channel coverage, and product type differences of various
manufacturers in different markets. Different markets include the Anti-influenza
Drug Market in China, anti-influenza Drug and Oseltamivir Phosphate Drug Markets
in China, Anti-HBV Drug Market in China, Anti-HCV Drug Market in China,
Metabolic Disease Drug Market in China, Diabetes Drug Market in China, SGLT-2
Inhibitor Drug Market in China, Pulmonary Fibrosis Drug Market in China,
Oncology Drug Market in China, Acute Myeloid Leukemia Drug Market in China.

We have reviewed the supporting documents related to the estimations obtained
from Frost and Sullivan. Additionally, we conducted a separate review of relevant
information based on our desktop research. Our findings indicate no significant
differences between our research and the documents provided by Frost and Sullivan.

(iv) Basis of cost of sales

Cost of sales represents the direct cost incurred in the production. According to
the Management, the cost of sales for new drugs is higher and then gradually
decreases due to scale of economics. We have reviewed the industry average (the
“Industry Average’) and the industry median (the “Industry Median”) of the
Comparable Public Companies (as defined below under the subsection headed ‘“(3)
Beta), which are approximately 32.2% and 29.5%, respectively. We further noted
that the range of cost of sales is between 3.4% to 73.0%. We understood from the
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Management that due to the high cost of sales for new drugs and for the purpose of
conservatism, the costs of sales will be 25.00% of the projected revenue for the first
year of listing for each Selected Pipeline Products, and then drop by 1.00% per year
until it reaches 15.00%. As we have discussed with Frost and Sullivan, we
understood that such decrease in percentage is due to scale of economics and in line
with industry average in terms of new drugs. Such decrease in costs per year is based
on the equal distribution taken into consideration of resource planning and cost
management, the assumption of which can assist the company to maintain stability
and sustainability in expenses throughout the appraisal period.

(v) Basis of operating expenses

In the financial projection, the operating expenses consist of the following
items:

(1) Tax and surcharge

Tax and surcharge were projected as a percentage of revenue. It is
understood that taxes and surcharges include urban construction and
maintenance tax, education surcharge, real estate tax, land use tax, stamp duty,
etc., but not corporate income tax. As the tax and surcharge of the Offeror in
the past 3 years prior to the appraisal period was 1.39% in average, it is
projected to remain stable at approximately 1.39% during the appraisal period.

(2) Selling expenses

Selling expenses were projected as a percentage of revenue. We have
reviewed the Industry Average and the Industry Median of the selling expenses,
which are approximately 29.4% and 29.9%, respectively. We understand from
the Management that, the selling expenses of new drugs at first are higher and
then gradually drops. Therefore, the selling expense percentage of revenue is
projected to be 40.00%, and then drop by 1.00% per year until it reaches
30.00%, which is closer to the Industry Average.

(3) Management expenses

Management expenses were projected as a percentage of revenue. We have
reviewed the Industry Average and the Industry Median of the management
expenses, which are approximately 9.8% and 7.9%, respectively. The
management expense of the Offeror in the past 3 years prior to the appraisal
period was approximately 25.73%, 43.98% and 14.58%, respectively and was
28.10% in average. We have discussed with the Management and note that the
fluctuation in percentages were mainly due to (i) the grant of grant of equity-
settled share-based payment and privatisation expense of the Offeror in 2023;
and (ii) collaboration with the Company and Appollo Therapeutics in 2024.
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For the purpose of conservatism, we suggest that percentage will decrease
gradually. we adopted the average of approximately 28.10%, for the first year
of the appraisal period, and then drop by 1.00% per year over the appraisal
period of 10 years by which it reaches approximately 18.10%. Besides, although
the management expenses should cover the whole business of the Offeror, for
the purpose of the valuation, we adopted activity-based costing, by which we
identified the cost of the Selected Pipeline Products and allocated the
corresponding management expenses based on their revenue respectively.

(4) Research and development expenses

The Management has provided the research and development plan for the
Pipeline Products, which includes the budget covering the clinical trial
expenses, material costs, salaries, patent registry and maintenance costs, etc.
Certain part of the expenses is capitalised into research and development
expense on the balance sheet, depending on the clinical trial stage. Based on the
prevailing accounting treatment, expenses incurred during the pre-clinical phase
to clinical phase 3 of a project are not capitalised. However, during the clinical
phase 3 to pre-listing stage, a substantial portion of expenses, typically ranging
from 90% to 100%, are capitalised and recorded as research and development
expenses on the balance sheet.

(5) Depreciation and amortisation

As the depreciation expenses of the fixed assets, not including the research
and development projects, in the past 3 years prior to the appraisal period were
15.69% of the beginning balance of the fixed assets in average, they were
projected with the assumption that the annual depreciation is 15.69% of the
beginning balance of the fixed assets.

As the depreciation and amortisation expenses of the research and
development expenses in the past 3 years prior to the appraisal period were
15.69% and 3.98% respectively, they were projected with the assumption that
the annual depreciation and amortisation are 15.69% and 3.98%, respectively.

As the depreciation expenses of the fixed assets and the depreciation and
amortisation expenses of the research and development expenses are non-cash
items, such amounts would be subsequently added back when calculating the
cash flow for the year.

(vi) Basis of capital expenditure

Capital expenditure represented expenditure to be incurred in the construction
of additional production lines and upgrade or replacement of existing fixed assets.
Referring to the Management, there is a capital expenditure plan to ensure that the
capacity of production lines can match with the future revenue.
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(vii) Working capital requirement

Working capital mainly includes accounts receivable, prepayment, inventory,
bills payable, trade payable, salary payable and tax payable. In order to determine
the movement of net working capital, working capital is projected based on the
estimation of the Management and historical working capital ratios as follows:

i.  Accounts receivables would be collected in approximately 106.49 days;

ii. Prepayment would be exchanged into services or products in
approximately 153.96 days;

iii. Inventory would be sold and replaced in approximately 210.47 days;
iv. Bills payables would be paid in approximately 71.61 days;
v. Trade payable would be paid in approximately 71.61 days;
vi. Salary payable would be paid in approximately 206.48 days; and
vii. Tax payable would be paid in approximately 4.47 days.

(viii) Basis of corporate income taxes

Referring to the Management, the corporate income tax rate of the Offeror is
15.00% as it is a national high-tech enterprise that enjoys a lower corporate income
tax in accordance with ‘“Administrative measures for the determination of high and
new technology enterprises”* ({557 fi] b 2 58 2 & HL D).

(ix) Other projects of new drugs and biological drugs (“Other (New drugs)”)

Other (New Drugs) includes other drugs and biological products in the Offeror’s
pipeline and they are not appraised individually. This is because they are in the early
stages of research and development, which typically involves a lengthy cycle.
However, from a cash flow perspective, their research and development expenses
impact future cash outflow and the listing of products leads to future cash inflow.
Therefore, we include them as a group. In view of this, we include them into
valuation while adjust their success probabilities to approximately 47.00% based on
the average industry success probabilities in China from the academic journal
(International Journal of Pharmacology, 18 (6): 1137-1150, 2022).

(x) Determination of discount rate

We developed weighted average cost of capital (the “WACC”), which is based
on the cost of equity for this valuation based on data and factors relevant to the
economy, the industry as at the Market Reference Date, and the cost of debt based
on the Offeror’s historical financial information and capital structure.
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a.

Cost of Equity

(1) Modified capital asset pricing model (“MCAPM™)

MCAPM, as applied to this valuation, can be summarised as follows:

Where

Re:

Rf:

Beta:

ERP:

RPu:

Re = Rf + Beta * ERP + RPu

Cost of equity,

Risk free rate;

A measure of systematic risk;
Equity risk premium; and

Specific company adjustment
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(2) Risk free rate

Risk free rate was determined by identifying the return yields of the
local government bonds. Ideally, the duration of the security used as an
indication of risk free rate should match the horizon of the projected cash
flows that were being discounted, which was into perpetuity in the present
case. Despite the Offeror’s intention to pursue a listing in Hong Kong, we
relied on the 10-year MOF-China Government Bond Yield, which was
1.68% as at the Market Reference Date according to Ministry of Finance
of the PRC, taking into consideration below:

1. Geographic relevance: Since the Offeror’s business operations
are primarily located in China, it makes sense to use a risk-free
rate that reflects the local economic and financial conditions.
The MOF-China Government Bond Yield represents the
prevailing interest rate on government bonds in China, which is
directly tied to the local market and economic factors; and

2. Currency alignment: Using the MOF-China Government Bond
Yield ensures consistency in terms of currency. By adopting a
risk-free rate based on China’s financial market, which operates
in RMB, we could align the valuation with the same currency in
which the Offeror conducts its business operations. This
approach avoids potential inconsistencies that could arise from
using a risk-free rate based on a different currency.

By taking into consideration the Offeror’s business operations, we
have selected the 10-year MOF-China Government Bond Yield as the risk
free rate which is more appropriate in the current context. The 10-year
MOF-China Government Bond Yield is more align with the Offeror’s
business operations, which are primarily located in China and directly tied
to the local market and economic factors. By using the 10-year MOF-
China Government Bond Yield, we aim to capture the risk and market
conditions that closely impact the Offeror’s operations. We believe that the
10-year MOF-China Government Bond Yield provides a more appropriate
basis for the risk free rate. In the event that if the 10-year yield-to-maturity
of Hong Kong was adopted as the risk free rate, for illustration purpose,
the Appraised value of the Pipeline Products under the base-case scenario
would be approximately RMB22,020.9 million, which is lower by
approximately 30%.
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(3) Beta

In the MCAPM formula, beta is a measure of the systematic risk of a
particular investment relative to the market for all investment assets. Due
to the business nature of the Offeror, which includes R&D, R&D on a
standalone basis, is different from the Company, which is primarily
engaged in the manufacturing and sale of drugs, we selected an exhaustive
list of comparable companies and obtained betas of eight (8) comparable
public companies® (the “Comparable Public Companies”) for this
valuation. In order to obtain betas of the Comparable Public Companies,
we have collected the historical daily price data for FY2024, including the
Hang Seng Index as the benchmark index and the Comparable Public
Companies. After calculating the daily returns of the benchmark index
Comparable Public Companies, covariance between the daily return of the
benchmark index and the Comparable Public Companies, and the variance
of the benchmark return, we could obtain the betas which is a measure of
systematic risk and represents the stock’s sensitivity to market movements.
The identified betas have been un-levered to remove the effects of
financial leverage on the indication of relative risk provided by the beta,
then taken the market capitalisation weighted average, and re-levered at
the estimated capital structure of the Offeror in the long run.

As aforementioned, the Comparable Public Companies were selected
to compute beta in the determination of cost of equity, we have selected
the companies based on the following criteria:

1. pharmaceutical companies listed on the Stock Exchange;

2. companies principally engaged in the production, sale and
development of pharmaceutical products;

3. companies focused on drug research and development; and
4. companies that are primarily engaged in retail, distribution,

contract manufacturing organisation or contract development and
manufacturing organisation are excluded.

SciClone Pharmaceutics (Holding) Limited (SEHK: 6600) is excluded from the previous set of comparable public

companies because it was delisted in 2024.
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The median of market capitalisation weighted average of beta is
approximately 0.92 and that of un-levered beta is approximately 0.80.

Comparable Public Companies

Company Name Stock Code
CSPC Pharma 1093

Fosun Pharma 2196
Hansoh pharma 3692
Hutchmed 13

Innovent Bio 1801
Livzon Pharma 1513

Sino Biopharm 1177

SSY Group 2005

(4) Equity risk premium

Equity risk premium is the excess return equity investors required to
compensate them for taking on relatively higher equity risks above zero
risks. We acknowledged the Offeror is planning to seek listing on the
Stock Exchange, we have referred to equity risk premium of the Hong
Kong stock market published by Prof. Aswath Damodaran, the Professor of
Finance at the Stern School of Business at New York University, which is
approximately 5.13%, as at the Market Reference Date.

(5) Company Specific Risk Premium (“CSRP”’)

CSRP for unsystematic risk attributable to the specific company is
designed to account for additional risk factors specific to this valuation.

In this valuation, considering that the Offeror’s businesses comprise
both sales of developed products, which are generating income stream and
track records, and research and development projects, which involve the
development of innovative drug candidates and as such consist of
uncertainty regarding the future income stream, plus the Offeror recorded
a drop in revenue in FY2024. To address these concerns, we have
identified ten risk factors to determine the appropriate CSPR. We reviewed
Comparable Public Companies and compared them with the Offeror based
on these risk factors. The table below summarises the conclusion of the
risk factors for the Offeror in relation to the Comparable Public Companies
we examined. The total CSPR is 3.5% as shown in the following table.
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Low

Risk factors 0%)
Company Size X
Management depth X
Access to capital X
Customer X

concentration
Production X

diversification
Geographical

distribution

Volatility of

earnings or cash

flow
Potential new
competitors

Pending litigation

Pending regulatory

changes

b.  Cost of debt

Neutral
(0.5%)

High
1%)

Explanation

The Offeror’s size presents a low
risk.

The Offeror possesses adequate
talent to support company
operations.

The Offeror has easy access to both
equity and debt financing.

The Offeror’s products cater to a
diverse range of customer
segments.

The Pipeline Products address
various diseases.

Some of the Pipeline Products are
listed in the U.S., which is affected
by the trading conflict between the
U.S. and China.

The Offeror’s revenue and net profit
declined by approximately 37.1%
and 97.6%, respectively, in 2024.

The Pipeline Products face
competition from new entrants.

The Offeror is currently involved in
pending legal action; however, the
potential claim amount is not
material.

Some of the Pipeline Products are
listed in the U.S., which is subject
to frequent regulatory changes that
may impact revenue.

The cost of debt is the effective interest expense over the total amount of
interest-bearing debt, which was 6.42% based on the audited consolidated
financial statements of the Offeror for FY2024. Using FY2024 data, the
forecasted cost of debt can be determined with the highest degree of accuracy.
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c. WACC

The WACC, as applied to this valuation as discount rate, can be
summarised as follows:

E D
WACC = Re * m + Rd* m * (1 — Tax rate)

Where WACC:  Weighted average cost of capital;

Re: Cost of equity

E: Total amount of shareholders’ equity
D: Total amount of interest-bearing debt
Rd: Cost of debt

Tax rate: 15.00%

For the total amount of shareholders’ equity and total amount of interest-
bearing debt, we understand from the Management that, within 5 years after
listing by introduction, they intend to modify the capital structure of the Offeror
that is closer to the Industry Average, which consists of approximately 18.5%
debt and approximately 81.5% equity. Therefore, we adopted the Industry
Average of the capital structure as the estimated capital structure of the Offeror
in the long run. The WACC is approximately 8.57%.

(xi) Determination of value

To determine total the value of a company’s cash flows beyond the projected
period, known as the terminal value, there are three commonly used approaches:

1. Exit Multiple Method: This method involves applying a multiple to
relevant financial metrics, such as enterprise multiple to estimate the
terminal value. However, this method is applicable only to the entire
company and not specific product lines.

2.  Perpetuity Growth Method: This method assumes that the company’s cash
flows will continue to grow at a constant rate indefinitely into the future.

3. Liquidation method: This method assumes that the company will cease
operations at a point in time in the future and sell the assets it has
accumulated to the highest bidders.
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Since the exit multiple method and liquidation method are not suitable for
evaluating specific product lines and considering our inability to predict the impact
and timing of new drug advancements, we can only rely on the perpetuity growth
method to obtain the terminal value for the Pipeline Products.

As we adopted the perpetual cash flow model, this model calculates the
terminal value by summing up its future cashflow beyond the appraisal period (i.e.
10 years) discounted by the corresponding compounded WACC for each year. It is
noteworthy that such assumption of the perpetual cash flow is only applicable to the
calculation of the terminal value while the appraisal period remains 10 years and
such terminal value is discounted by 10-year compounded WACC.

As required by the perpetuity growth method, we have to assign a long-term
sustainable growth rate (the “Growth Rate”) and we assume to be 1.00% for the
purpose of conservatism, whereas it is often to be the expected gross domestic
product growth rate in the country of its business and operation.

The formula for calculating the terminal value using the perpetual cash flow
model is:

Terminal Value = Cash Flow in the Last Forecasted Year * (1 + Growth Rate)/
(WACC - Growth Rate)

After that, we applied WACC to discount the cash flow and the terminal value
so as to obtain the valuation.

Based on the investigation and analysis stated above and on the valuation
method employed, it was our opinion that the appraised value of the Pipeline
Products as at the Market Reference Date was as follows:

As the appraisal period is 10 years which we may capture at least one full
business cycle, we have considered the best-case scenario which contains optimistic
assumptions about the key variables and the worst-case scenario which contains
pessimistic assumptions about the key variables.

Based on our discussion with the Management, the best-case scenario assumes
that (i) the gross profit margin improves by 1.00% of the revenue; and (ii) the
operating expenses decrease by the range from 0.10%-0.50% of the revenue. We
have considered the R&D expenses and capital expenditures, which can support the
Offeror’s growth and profitability from new products and the terminal value is based
on the overall company operation of the Offeror, bolstered by the potential listing of
new drugs. Therefore, we assume that it will achieve profitability on a perpetual
basis.
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Based on our discussion with the Management, the worst-case scenario assumes
that (i) the gross profit margin deteriorates by 1.00% of the revenue; and (ii) the
operating expenses, including but not limited to tax and surcharge, selling expenses
and management expenses, increase by the range from 0.10%-0.50% of the revenue.

Table 3 Appraised value of the Pipeline Products as at the Market

Reference Date

Indication(s) Product name

Diabetes Guang Jian You* (JLfgE)
Guang Jian Tan* (Jtfi#3H)
Guang Jian Da* (OEf##)
Guang Jian Cheng*

Ol
Guang Jian Bao* (L)
Hepatitis Dong Antai* (R %%)
Dong Andi* (%)
Depression Dong Tong Shen*
(R )
Esophageal Dong Ningguan* (%)
carcinoma
Acute Dong Ningchun* (%% )
myelogenous
leukemia
Idiopathic Dong Jiandi* (H{#77)
pulmonary
fibrosis
Cancer-associated Dong Ningsheng* (/)
anemia
Alzheimer’s Injector® (E &ML
disease G
Asthma Inhalers* (W A7)
Gastric ulcer Vonoprazan Fumarate*
CT ON S
Other Other (New drugs)
Total
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Best-case
valuation
(RMB million)

Base-case
valuation
(RMB million)

Worst-case
valuation
(RMB million)

6,394.9 5,890.4 5,555.7
1,246.8 1,139.6 1,055.7
1,619.8 1,489.5 1,376.3
2,438.6 22117 2,012.0
3,205.9 2,889.2 2,616.6
4,937.8 4,507.7 4,256.5
4,242.6 3,884.8 3,567.9
1,019.5 928.0 850.3
2,358.7 2,161.9 1,988.7
1,282.3 1,170.2 1,087.4
2,748.7 2,521.1 2,319.8
569.9 517.1 472.7
854.6 T71.8 698.0
172.4 146.9 124.1
566.9 527.1 492.3
963.9 481.1 53.4
34,623.3 31,238.1 28,527.5
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WACC

RMB
Million
9.00%
8.91%
8.83%
8.74%
8.65%
8.57%
8.48%
8.40%
8.31%
8.23%
8.14%

Sensitivity Analysis

The WACC, the Growth Rate, gross profit margin and selling expenses
play the pivotal roles in the valuation given their high sensitivity to the
appraised value of the Pipeline Products. The appraised value of the Pipeline
Products under different combination of the WACC, the Growth Rate, gross
profit margin and selling expenses are presented below:

As slight change in the WACC and the Growth Rate will lead to large
valuation deviation, we have discussed with the Management and relied on the
industry practice. To demonstrate the sensitivity of the valuation to the WACC
and Growth Rate, we considered the WACC range of approximately 8.14% to
9.00% (with a deviation of 5.00% from the WACC of approximately 8.57%)
and the Growth Rate range of approximately 0.95% to 1.05% (with a deviation
of 5.00% from the Growth Rate of 1.00%), the valuation is estimated to range
from approximately RMB28,368.5 million to approximately RMB34,531.4
million.

Table 4 Sensitivity analysis — Change in WACC and Growth Rate to the
appraised value of the Pipeline Products

Growth rate

0.95% 0.96% 0.97% 0.98% 0.99% 1.00% 1.01% 1.02% 1.03% 1.04% 1.05%
283685 28,4025 284366  28470.8  28505.1 285394 285738 28,6084  28,643.0 28,6777 28,7125
288773 289122 289473 289825  29,017.8  29,053.1  29,088.6 29,1241  29,159.7 29,1954 292312
293984 294344 294705  29,506.7 29,5430 29,5794 29,6159 29,6525  29,689.1 29,7259  29,762.7
29,9324 299694  30,006.6 30,0439  30,081.2 30,1187 30,1563 30,1939  30231.7  30,269.5  30,307.5
30479.6  30517.8  30,556.0 30,5944  30,632.9 30,6714  30,710.1 30,7489  30,787.8 30,8268  30,865.8
31,0405 31,0798 31,1192 31588 31,1984 31,2381 312780 31,3179 313579  31,398.1 314384
31,6156 31,656.1 31,6967 31,7374 31,7783 318192 31,8602 319014 31,9427 31,9840 32,0255
32,2054 322471 322800 323309 323730 324152 324575 324999 32,5424 325851 32,6279
32,8104 328534 328965  32,939.8 329832 33,0266 33,0703 33,1140  33,157.8 332018 33,2459
334311 334755 335199 335645 33,6093 336541  33,699.1 337442  33789.4 338348  33,880.2
34,0082 34,1139 341598 342058 342519 342982 343446 343911 344377 344845 345314

Table 5 Sensitivity analysis — Change in gross profit margin and selling

expenses as percentage of revenue to the appraised value of the Pipeline
Products

In order to demonstrate the sensitivity of the gross profit margin and
selling expenses as percentage of revenue in line with the best-case and worst-
case scenario, we considered the gross profit margin range of 74.00% to 76.00%
(with a deviation of approximately 1.00% around the gross profit margin of
25.00%) and the selling expenses as percentage of revenue range of 39.50% to
40.50% (with a deviation of approximately 0.50% around the selling expenses
as percentage of revenue of 40.00%). The valuation is estimated to range from
approximately RMB28,928.6 million to approximately RMB33,547.7 million.
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RMB
Million
76.00%
75.80%
75.60%
75.40%
75.20%
75.00%
74.80%
74.60%
74.40%
74.20%
74.00%

Gross profit margin

It provides a systematic way of analysing the sensitivity of the valuation
output to different key input parameters according to the best-case and worst-
case scenario.

Selling expenses as percentage of revenue

39.50% 39.60% 39.70% 39.80% 39.90% 40.00% 40.10% 40.20% 40.30% 40.40% 40.50%

33,5477 333940 332403 33,0867  32,933.0 32,7793 32,6257 324720 323184 32,1647  32,011.0
332394 33,0857 32,9321 32,7784 32,6248  32471.1 323174 32,1638  32,010.1 31,8565 31,7028
329312 32,7715 32,6238 324702 323165 - 32,1629 32,0092 318555  3L7019 31,5482 31,3946
32,6229  32469.2 323156 32,1619 32,0083 318546 31,7009 315473  31,393.6 31,2400  31,086.3
323147 32,1610 32,0073 31,8537  31,700.0 31,5464 31,3927  31,239.0 31,0854  30931.7  30,778.1
32,0004 31,8528  31,699.1 315454 31,3918 31,2381 31,0845 30,9308  30,777.1 30,6235  30,469.8
31,6982 315445 31,3908 31,2372 31,0835 309299 30,7762 30,6225  30468.9 30,3152  30,161.6
31,3899 31,2363 31,0826 30,9289 30,7753  30,621.6  30468.0 30,3143  30,160.6  30,007.0  29,853.3
31,0817 309280 30,7744 30,620.7  30467.0 30,3134  30,159.7  30,006.1 29,8524  29,698.7  29,545.1
30,7734 30,619.8  30.466.1 303124 30,1588  30,005.1 29,8515 29,6978 29,5441 29,3905  29,236.8

304652 303115 30,1579 30,0042 29,8505 29,6969 29,5432  29.389.6 29,2359 29,0822 289286

VIII. CONCLUSION

The

market value of the total shareholders’ equity of the Offeror as at the Market

Reference Date was appraised in accordance with the principles of independence, impartiality
and objectivity and necessary valuation procedures. Based on the above valuation work, the
following valuation conclusion is reached:

We have taken into consideration that:

a.

d.

regarding the Long-term Equity Investment, the valuation is approximately
RMB3,825.2 million;

regarding the Pipeline Products, referring to Table 3 Appraised value of the Pipeline
Products as at the Market Reference Date, the valuation ranges from approximately
RMB28,527.5 million to RMB34,623.3 million, with a base case scenario of
approximately RMB31,238.1 million;

regarding the assets excluding the Long-term Equity Investment and the Pipeline
Products, the valuation is approximately RMB2,182.7 million, due to the deduction
of the book value of the Long-term Equity Investment and development expenditure;
and

the current number of total issued shares of the Offeror is 463,943,215.

By adopting the sum-of-the-parts approach:

The book value and appraised value of the total assets of the Offeror were
approximately RMB7,990.5 million and approximately RMB37,246.0 million (Long-
term Equity Investment (RMB3,825.2 million) + Pipeline Products (RMB31,238.1
million) + remaining assets (RMB2,182.7 million)) which includes the valuation for
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the Long-term Equity Investment and the Pipeline Products, respectively, and the
appraised value represents an appreciation of approximately 366.1% of the book
value.

b. The book value and appraised value of the total liabilities of the Offeror were
approximately RMB6,153.1 million.

c. The market value of the entire shareholders’ equity of the Offeror appraised as at the
Latest Practicable Date is approximately RMB31,093.0 million.

Therefore, we are of the view that the total estimated value of the Offeror as of the
Market Reference Date is approximately RMB31,093.0 million, with a range from
approximately RMB28,382.3 million and RMB34,478.1 million, which implies the theoretical
Estimated Value is approximately RMB67.02 per Offeror H Share, with a range from
approximately RMB61.18 to RMB74.32 per Offeror H Share (equivalent to approximately
HK$73.45, HK$67.04 and HK$81.44, respectively based on the Exchange Rate). We confirm
that the valuation as at the Latest Practicable Date would not be materially different from that
as at the Market Reference Date (For details, please refer to page II-8 of this Valuation
Report).

Warning: H Shareholders and potential investors should be aware that, regarding
the Pipeline Products, our relevant valuation results contained in our report, in particular
under the section headed ‘“Sensitivity Analysis” on page I1-47 to page I1-48 of our report,
may deviate to a great extent from real life scenario based on different variations in the
WACC rate, the Growth Rate, the gross profit margin and selling expenses of the
Company.

Yours faithfully,
for and on behalf of
CHINA SUNRISE CAPITAL LIMITED
Anthony Fong
Managing Director

Mr. Anthony Fong is a licensed person registered with the SFC and a responsible officer
of China Sunrise Capital Limited to carry out Type 6 (advising on corporate finance) regulated
activity under the SFO who has over 15 years of experience in corporate finance industry.
Mr. Fong has extensive experience in corporate finance execution, including (i) valuation of to
be listed companies during the IPO process; and (ii) review and comment on the valuation of
unlisted targeted company(ies) being purchased by listed companies.

*  For identification purposes only
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II. REPORT FROM CICC ON THE VALUATION REPORT

The Board of Directors
Sunshine Lake Pharma Co., Ltd.
No. 368 Zhen’an Middle Road
Chang’an Town, Dongguan City
Guangdong Province

People’s Republic of China

30 June 2025

Dear Sirs,

PROPOSED CONDITIONAL PRIVATISATION OF
YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD.
BY SUNSHINE LAKE PHARMA CO., LTD.

BY WAY OF MERGER BY ABSORPTION OF
YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD.

We refer to the composite document of even date jointly issued by Sunshine Lake Pharma
Co., Ltd. and YiChang HEC Changliang Pharmaceutical Co., Ltd. in connection with the
Merger (the Composite Document). Unless otherwise defined, capitalised terms used herein
have the same meaning as defined in the Composite Document.

Pursuant to the requirements of the Takeovers Code, the Offeror has appointed China
Sunrise Capital Limited (the Valuation Adviser) to provide an estimate of value of the Offeror
H Shares (the Estimate of Value), contained in the letter dated 30 June 2025 addressed to you
from the Valuation Adviser as set out in the Composite Document (the Valuation Report). The
Valuation Adviser is licensed for Type 1 (dealing in securities) and Type 6 (advising on
corporate finance) regulated activities under the SFO.

As the appraised value of the Offeror H Shares stated in the Estimate of Value was partly
derived from the discounted cash flow method, the Estimate of Value constitutes a profit
forecast under Rule 10 and Rule 11.1(a) of the Takeovers Code (the Profit Forecast).

We, in our capacity as the financial adviser solely to the Offeror in connection with the
Merger, are required to:

(a) pursuant to the requirements of Rule 10 of the Takeovers Code, discuss the
assumptions with the Offeror and the Valuation Adviser and satisfy ourselves that

the Profit Forecast has been made with due care and consideration; and

(b) pursuant to the requirements of Rule 11.1(b) of the Takeovers Code, report on the
qualifications and experience of the Valuation Adviser.

- 1I-50 -



APPENDIX II VALUATION REPORTS AND REPORTS

FROM CICC AND KPMG

OUR REVIEW

For the purpose of providing this letter, we have conducted the following due diligence:

In respect of the Estimate of Value (which constitutes a Profit Forecast)

(a)
(b)

(©)

(d)

(e)

reviewed the Estimate of Value, for which you and the Valuer are solely responsible;

discussed with you the valuation methodologies, qualifications, bases and
assumptions adopted in the Valuation Report, and the reasons thereof;

discussed, from the perspective of the financial adviser, with the Valuation Adviser,
the Estimate of Value and the bases and assumptions underlying the Estimate of
Value;

discussed with Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., the industry
consultant engaged by you in connection with the Listing (the Industry Consultant)
the valuation methodologies of companies in the same industry as the Company and
the market conditions of such industry;

considered the letter from KPMG dated 30 June 2025 addressed to you regarding
their opinion that, so far as the calculations and, where applicable, the accounting
policies are concerned, the discounted future cash flows have been properly compiled
on the basis of the assumptions set out in the Valuation Report (the KPMG
Opinion); and

In respect of the qualification and experience of the Valuation Adviser

()

conducted reasonable checks to assess the relevant qualifications, experience (in
particular, its experience in the valuation of securities of pharmaceutical companies
to be listed in Hong Kong) and expertise of the Valuation Adviser, including
reviewing supporting documents on the qualifications of the Valuation Adviser and
discussing with the Valuation Adviser and its representatives on their relevant
qualifications, track records, experience and expertise (Qualification Checks);

Based on the information provided by the Valuation Adviser, you and your management
team as at the date of this letter as well as the KPMG Opinion, we are satisfied that the
Estimate of Value and Profit Forecast, together with the bases and assumptions adopted by you

and the Valuation Adviser as set out in the Valuation Report, have been made after due care
and consideration.

Based on the information provided by the Valuation Adviser as well as our Qualification

Checks, we are also satisfied that the Valuation Adviser is suitably qualified and experienced

to prepare the Valuation Report and that reliance could fairly be placed on the Valuation
Adviser’s work.
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We have not independently verified the computations leading to the determination of the
Estimate of Value and have assumed the computations to be true, accurate and complete. The
valuation of non-publicly traded securities is inherently imprecise and subject to the underlying
assumptions, which are in turn subject to uncertainties and affected by market conditions. In
addition, our view is necessarily based on valuation methodologies of companies in the same
industry as the Company and the market conditions of such industry as we understand from the
Industry Consultant (which we assume is true, accurate and complete), wider prevailing
economic, market and other conditions which generally affect the value of companies and
securities as in effect and the financial conditions of the Offeror available to us as at the date
of this letter. It should be understood that subsequent developments may affect our view
expressed herein and that subject to Rule 9.1 of the Takeovers Code, we do not have any
obligation to update, revise or reaffirm this view.

GENERAL

This letter has been provided to the directors of the Offeror only and solely for the
purposes of Rules 10 and 11.1(b) of the Takeovers Code and shall not be used or relied upon
for any other purpose whatsoever. It is not addressed to and may not be relied upon by any
third party for any purpose whatsoever and we expressly disclaim any duty or liability to any
third party with respect to the contents of this letter.

We are not the independent appraiser of the Estimate of Value, which was determined by
the Valuation Adviser. We are acting as the financial adviser solely to the Offeror in
connection with the Merger. We will not be responsible to any person other than the Offeror
for providing advice in connection with the Merger, nor will we owe any responsibility to any
person other than the Offeror.

In providing this letter, we express no opinion or recommendation to any person as to
how such person should act on any matters relating to the Merger or as to the fairness of the
financial terms of the Merger. Independent Shareholders are recommended to seek their own
independent financial advice.

Yours faithfully,

For and on behalf of
China International Capital Corporation Hong Kong Securities Limited

David CHING
Executive Director
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III. REPORT FROM KPMG ON THE VALUATION REPORT

The following is the text of a report received from the Offeror’s reporting accountants,
KPMG, Certified Public Accountants, Hong Kong, for inclusion in this composite document.

KPMG

REPORT ON THE DISCOUNTED FUTURE CASH FLOWS IN CONNECTION WITH
THE VALUATION OF SUNSHINE LAKE PHARMA CO., LTD.* (EXRRB X EERHE
PR &)

TO THE BOARD OF DIRECTORS OF SUNSHINE LAKE PHARMA CO., LTD.*
(BERRBAERBRHERAA)

We refer to the discounted future cash flows which forms part of the valuation of
Sunshine Lake Pharma Co., Ltd.* (the “Offeror”) dated 30 June 2025 prepared by China
Sunrise Capital Limited (the “Valuer”) in respect of the appraisal of an estimated value of the
shares in the ordinary share capital of the Offeror as at 31 December 2024 (the “Valuation”).
The Valuation is prepared based in part on the discounted future cash flows and is regarded as
a profit forecast under Rule 11.1(a) of the Code on Takeovers and Mergers issued by the
Securities and Futures Commission (the “Takeovers Code”).

Directors’ Responsibilities

The directors of the Offeror (the “Offeror Directors”) are responsible for the preparation
of the discounted future cash flows in accordance with the bases and assumptions determined
by the Offeror Directors and Valuer as set out in the Valuation. This responsibility includes
carrying out appropriate procedures relevant to the preparation of the discounted future cash
flows for the Valuation and applying an appropriate basis of preparation; and making estimates
that are reasonable in the circumstances.

Our Independence and Quality Management

We have complied with the independence and other ethical requirements of the Code of
Ethics for Professional Accountants issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), which is founded on fundamental principles of integrity,
objectivity, professional competence and due care, confidentiality and professional behaviour.

Our firm applies Hong Kong Standard on Quality Management (HKSQM) 1 “Quality
Management for Firms that Perform Audits or Reviews of Financial Statements, or Other
Assurance or Related Services Engagements” which requires the firm to design, implement and
operate a system of quality management including policies or procedures regarding compliance
with ethical requirements, professional standards and applicable legal and regulatory
requirements.

*  For identification purposes only
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Reporting Accountants’ Responsibilities

Our responsibility is to report, as required by Rule 10.3(b) of the Takeovers Code, on the
calculations and, where applicable, the accounting policies of the discounted future cash flows
used in the Valuation.

Basis of Opinion

We conducted our engagement in accordance with the Hong Kong Standard on Assurance
Engagements 3000 (Revised) ‘“Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” issued by the HKICPA. This standard requires that we plan
and perform our work to obtain reasonable assurance as to whether, so far as the calculations
and accounting policies are concerned, the Offeror Directors have properly compiled the
discounted future cash flows in accordance with the bases and assumptions adopted by the
Offeror Directors as set out in the Valuation. We performed procedures on the arithmetical
calculations and the compilations of the discounted future cash flows in accordance with the
bases and assumptions adopted by the Offeror Directors and Valuer as set out in the Valuation.
Our work is substantially less in scope than an audit conducted in accordance with Hong Kong
Standards on Auditing issued by the HKICPA. Accordingly, we do not express an audit
opinion.

Opinion

In our opinion, so far as the calculations and accounting policies are concerned, the
discounted future cash flows have been properly compiled in accordance with the bases and
assumptions as set out in the Valuation.

Other matters

Without qualifying our opinion, we draw to your attention that we are not reporting on the
appropriateness and validity of the bases and assumptions on which the discounted future cash
flows are based and our work does not constitute any valuation of the Offeror or an expression
of an audit or review opinion on the Valuation.
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The discounted future cash flows depend on future events and on a number of
assumptions which cannot be confirmed and verified in the same way as past results and not
all of which may remain valid throughout the forecast period. Further, since the discounted
future cash flows relate to the future, actual results are likely to be different from the
discounted future cash flows because events and circumstances frequently do not occur as
expected, and the differences may be material. Our work has been undertaken for the purpose
of reporting solely to you under Rule 10.3(b) of the Takeovers Code and for no other purpose.
We accept no responsibility to any other person in respect of, arising out of or in connection
with our work.

KPMG
Certified Public Accountants
Hong Kong

30 June 2025
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IV. VALUATION REPORT APPENDED TO THE ANNOUNCEMENT

The valuation report appended to the Announcement is set out in Annex 2 of the
Announcement which was published on the website of the Company (www.hec-
changjiang.com) and the Stock Exchange (https://www1.hkexnews.hk/listedco/listconews/sehk/
2024/0510/2024051001146.pdf).
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V. REPORT FROM CICC ON THE VALUATION REPORT APPENDED TO THE
ANNOUNCEMENT

The Board of Directors
Sunshine Lake Pharma Co., Ltd.
No. 368 Zhen’an Middle Road
Chang’an Town, Dongguan City
Guangdong Province

People’s Republic of China

10 May 2024

Dear Sirs,

PROPOSED PRE-CONDITIONAL PRIVATISATION OF
YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD.
BY SUNSHINE LAKE PHARMA CO., LTD.

BY WAY OF MERGER BY ABSORPTION OF
YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD.

We refer to the announcement of even date jointly issued by Sunshine Lake Pharma Co.,
Ltd. and YiChang HEC Changliang Pharmaceutical Co., Ltd. in connection with the Merger
(the Rule 3.5 Announcement). Unless otherwise defined, capitalised terms used herein have
the same meaning as defined in the Rule 3.5 Announcement.

Pursuant to the requirements of the Takeovers Code, the Offeror has appointed China
Sunrise Capital Limited (the Valuation Adviser) to provide an estimate of value of the Offeror
H Shares, contained in the letter dated 10 May 2024 addressed to you from the Valuation
Adviser as set out in the Rule 3.5 Announcement (the Estimate of Value). The Valuation
Adviser is licensed for Type 1 (dealing in securities) and Type 6 (advising on corporate
finance) regulated activities under the SFO.

As the appraised value of the Offeror H Shares stated in the Estimate of Value was partly
derived from the discounted cash flow method, the Estimate of Value constitutes a profit
forecast under Rule 10 of the Takeovers Code (the Profit Forecast).

We, in our capacity as the financial adviser solely to the Offeror in connection with the
Merger, are required to:

(a) pursuant to the requirements of Rule 10 of the Takeovers Code, discuss the

assumptions with the Offeror and the Valuation Adviser and satisfy ourselves that
the Profit Forecast has been made with due care and consideration; and
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(b) pursuant to the requirements of Rule 11.1(b) of the Takeovers Code, report on the
Estimate of Value and the qualifications and experience of the Valuation Adviser.

OUR REVIEW

For the purpose of providing this letter, we have conducted the following due diligence:
In respect of the Profit Forecast

(a) reviewed the Profit Forecast;

(b) discussed with you the valuation methodologies, the qualifications, the bases and
assumptions adopted in the Profit Forecast, and the reasons thereof;

(c) discussed with Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., the industry
consultant engaged by you in connection with the Listing (the Industry Consultant)
the valuation methodologies of companies in the same industry as the Company and
the market conditions of such industry;

(d) considered the letter from KPMG dated 10 May 2024 addressed to you regarding
their opinion on whether, so far as the calculations are concerned, the discounted
future cash flows have been properly compiled on the basis of the assumptions set
out in the Estimate of Value; and

In respect of the Estimate of Value

(a) conducted reasonable checks to assess the relevant qualifications, experience and
expertise of the Valuation Adviser, including reviewing the supporting documents on
the qualifications of the Valuation Adviser and discussing with the Valuation
Adviser on its qualifications, experience and expertise.

(b) reviewed the Estimate of Value; and

(c) discussed, from the perspective of the financial adviser, with the Valuation Adviser,
the Estimate of Value and the bases and assumptions underlying the Estimate of
Value.

Based on the information provided by the Valuation Adviser, you and your management
team as at the date of this letter as well as the opinion of KPMG, without giving any other
opinion or expressing any other view on the Estimate of Value and the Profit Forecast, for
which you and the Valuation Adviser are solely responsible, we are satisfied that the Estimate
of Value and Profit Forecast have been made after due care and consideration and that the
qualifications, bases and assumptions therein have been made with due care and objectivity and
on a reasonable basis. Based on the information provided by the Valuation Adviser, we are
also satisfied that the Valuation Adviser is suitably qualified and experienced to prepare the
Estimate of Value and that reliance could fairly be placed on the Valuation Adviser’s work.

We have not independently verified the computations leading to the determination of the

Estimate of Value and have assumed the computations to be true, accurate and complete. The
valuation of non-publicly traded securities is inherently imprecise and subject to the underlying
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assumptions, which are in turn subject to uncertainties and affected by market conditions. In
addition, our view is necessarily based on valuation methodologies of companies in the same
industry as the Company and the market conditions of such industry as we understand from the
Industry Consultant (which we assume is true, accurate and complete), wider prevailing
economic, market and other conditions which generally affect the value of companies and
securities as in effect and the financial conditions of the Offeror available to us as at the date
of this letter. It should be understood that subsequent developments may affect our view
expressed herein and that subject to Rule 9.1 of the Takeovers Code, we do not have any
obligation to update, revise or reaffirm this view.

GENERAL

This letter has been provided to the directors of the Offeror only and solely for the
purposes of Rules 10 and 11.1(b) of the Takeovers Code and shall not be used or relied upon
for any other purpose whatsoever. It is not addressed to and may not be relied upon by any
third party for any purpose whatsoever and we expressly disclaim any duty or liability to any
third party with respect to the contents of this letter.

We are not the independent appraiser of the Estimate of Value, which was determined by
the Valuation Adviser. We are acting as the financial adviser solely to the Offeror in
connection with the Merger. We will not be responsible to any person other than the Offeror
for providing advice in connection with the Merger, nor will we owe any responsibility to any
person other than the Offeror.

In providing this letter, we express no opinion or recommendation to any person as to
how such person should act on any matters relating to the Merger or as to the fairness of the
financial terms of the Merger. Independent Shareholders are recommended to seek their own
independent financial advice.

Yours faithfully,

For and on behalf of
China International Capital Corporation Hong Kong Securities Limited

David CHING
Executive Director
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VI. REPORT FROM KPMG ON THE VALUATION REPORT APPENDED TO THE
ANNOUNCEMENT

The following is the text of a report received from the Offeror’s reporting accountants,
KPMG, Certified Public Accountants, Hong Kong, for inclusion in this joint announcement.

KPMG

REPORT ON THE DISCOUNTED FUTURE CASH FLOWS IN CONNECTION WITH
THE VALUATION OF SUNSHINE LAKE PHARMA CO., LTD.* (ERRB KX EEXRHE
(NG

TO THE BOARD OF DIRECTORS OF SUNSHINE LAKE PHARMA CO., LTD.*
(ERREXEXRBHBRDA)

We refer to the discounted future cash flows on which the valuation of Sunshine Lake
Pharma Co., Ltd.* (the “Offeror’) dated 10 May 2024 prepared by China Sunrise Capital
Limited (the “Valuer”) in respect of the appraisal of an estimated value of the shares in the
ordinary share capital of the Offeror as at 31 December 2023 (the “Valuation™) is based. The
Valuation is prepared based in part on the discounted future cash flows and is regarded as a
profit forecast under Rule 11.1(a) of the Code on Takeovers and Mergers issued by the
Securities and Futures Commission (the “Takeovers Code”).

Directors’ Responsibilities

The directors of the Offeror (the “Offeror Directors’) are responsible for the preparation
of the discounted future cash flows in accordance with the bases and assumptions determined
by the Offeror Directors and Valuer as set out in the Valuation. This responsibility includes
carrying out appropriate procedures relevant to the preparation of the discounted future cash
flows for the Valuation and applying an appropriate basis of preparation; and making estimates
that are reasonable in the circumstances.

Our Independence and Quality Management

We have complied with the independence and other ethical requirements of the Code of
Ethics for Professional Accountants issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), which is founded on fundamental principles of integrity,
objectivity, professional competence and due care, confidentiality and professional behaviour.

Our firm applies Hong Kong Standard on Quality Management (HKSQM) 1 “Quality
Management for Firms that Perform Audits or Reviews of Financial Statements, or Other
Assurance or Related Services Engagements” which requires the firm to design, implement and
operate a system of quality management including policies or procedures regarding compliance
with ethical requirements, professional standards and applicable legal and regulatory
requirements.

*  For identification purposes only
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Reporting Accountants’ Responsibilities

Our responsibility is to report, as required by Rule 10.3(b) of the Takeovers Code, on the
calculations of the discounted future cash flows used in the Valuation. The discounted future
cash flows do not involve the adoption of accounting policies.

Basis of Opinion

We conducted our engagement in accordance with the Hong Kong Standard on Assurance
Engagements 3000 (Revised) ‘“Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” issued by the HKICPA. This standard requires that we plan
and perform our work to obtain reasonable assurance as to whether, so far as the calculations
are concerned, the Offeror Directors have properly compiled the discounted future cash flows
in accordance with the bases and assumptions adopted by the Offeror Directors as set out in
the Valuation. We performed procedures on the arithmetical calculations and the compilations
of the discounted future cash flows in accordance with the bases and assumptions adopted by
the Offeror Directors. Our work is substantially less in scope than an audit conducted in
accordance with Hong Kong Standards on Auditing issued by the HKICPA. Accordingly, we
do not express an audit opinion.

Opinion

In our opinion, so far as the calculations are concerned, the discounted future cash flows
have been properly compiled in accordance with the bases and assumptions as set out in the
Valuation.

Other matters

Without qualifying our opinion, we draw to your attention that we are not reporting on the
appropriateness and validity of the bases and assumptions on which the discounted future cash
flows are based and our work does not constitute any valuation of the Offeror or an expression
of an audit or review opinion on the Valuation.

The discounted future cash flows depend on future events and on a number of
assumptions which cannot be confirmed and verified in the same way as past results and not
all of which may remain valid throughout the forecast period. Further, since the discounted
future cash flows relate to the future, actual results are likely to be different from the
discounted future cash flows because events and circumstances frequently do not occur as
expected, and the differences may be material. Our work has been undertaken for the purpose
of reporting solely to you under Rule 10.3(b) of the Takeovers Code and for no other purpose.
We accept no responsibility to any other person in respect of, arising out of or in connection
with our work.

KPMG

Certified Public Accountants
Hong Kong

10 May 2024
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I. REPORT FROM GF CAPITAL ON THE PROFIT ESTIMATE OF THE GROUP

30 June 2025

The Board of Directors

YiChang HEC Changliang Pharmaceutical Co., Ltd.
No. 38 Binjiang Road

Yidu

Yichang

Hubei Province

The PRC

Dear Sir/Madam,

Reference is made to the composite document jointly issued by YiChang HEC Changliang
Pharmaceutical Co., Ltd. (the “Company”), together with its subsidiaries, the “Group’) and
Sunshine Lake Pharma Co., Ltd. dated 30 June 2025 (the “Composite Document’).
Capitalised terms used in this letter shall have the same respective meanings as defined in the
Composite Document unless the context otherwise required.

We refer to the section headed “4. MATERIAL CHANGE” of Appendix I to the
Composite Document, it states that:

“The Directors confirm that there was no material change in the financial or trading
position or outlook of the Group since 31 December 2024, the date to which the latest
published audited consolidated financial statements of the Group were made up, up to and
including the Latest Practicable Date, save and except for the Group recorded around 40%
decrease in overall revenue for the three months ended 31 March 2025 as compared to that of
the corresponding period in 2024 based on the unaudited management accounts of the Group
for the three months ended 31 March 2025, primarily attributable to a decrease in revenue
derived from sales of anti-infective drugs as a result of a lower incidence of seasonal flu
outbreaks during the period, which in turn has a greater adverse impact on the profitability of
the Group in the first quarter of 2025.”

The above statement (the “Profit Estimate”) constitutes a profit forecast under Rule 10
of the Takeovers Code and must be reported on by the financial adviser and the auditors or
consultant accountants.

We have obtained and reviewed the Profit Estimate and other relevant information and
documents, including the unaudited management accounts of the Group for the three months
ended 31 March 2025 (the “Unaudited Management Accounts’), which you as the Directors
are solely responsible for and discussed with you and the senior management of the Company
the information and documents provide by the Company which formed the key bases upon the
Profit Estimate has been made. Although we have not performed any independent review of the
preparation of the Profit Estimate, we have discussed with you the bases adopted by the
Directors upon which the Profit Estimate has been calculated and the accounting policies and
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calculations adopted in arriving at the Profit Estimate and, in particular, discussed with you as
to whether the Profit Estimate has been prepared on a basis consistent in all material respects
with the accounting policies and calculations normally adopted by the Group.

We have also considered, the report as set out in Appendix IIA to the Composite
Document issued by KPMG, being the auditor of the Company, which stated that so far as the
accounting policies and calculations are concerned, the Profit Estimate has been properly
compiled in accordance with the bases adopted by the Directors in the Unaudited Management
Accounts and is presented on a basis consistent in all material respects with the accounting
policies normally adopted by the Group as set out in the annual report of the Company for the
year ended 31 December 2024.

Based on the above, we are of the opinion that the Profit Estimate, for which you as the
Directors are solely responsible, has been made with due care and consideration.

For the purpose of this letter, we have relied on and assumed the accuracy and
completeness of all information provided to us and/or discussed with the Group. We have not
assumed any responsibility for independently verifying the accuracy and completeness of such
information or undertaken any independent evaluation or appraisal of any of the assets or
liabilities of the Group. Save as provided in this letter, we do not express any other opinion or
views on the Profit Estimate and the Unaudited Management Accounts.

This letter is provided to the Company solely for the purpose of complying with Notel(c)
to Rule 10.1 and 10.2 of the Takeovers Code and not for any other purpose. We do not accept
any responsibility to any person(s), other than the Company, in respect of, arising out of, or in
connection with this letter.

Yours faithfully,
For and on behalf of

GF Capital (Hong Kong) Limited
Erica Law
Director
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II. REPORT FROM KPMG ON THE PROFIT ESTIMATE OF THE GROUP

8th Floor
Prince’s Building

10 Chater Road
Central
Hong Kong

30 June 2025

The Board of Directors
Yichang HEC ChanglJiang Pharmaceutical Co., Ltd.

Dear Sirs,
YiChang HEC Changliang Pharmaceutical Co., Ltd. (“the Company™)
PROFIT ESTIMATE FOR THE THREE MONTHS ENDED 31 MARCH 2025

We refer to the estimate of the consolidated results of the Company and its subsidiaries
(collectively referred to as ‘“the Group’) for the three months ended 31 March 2025 (the
“Profit Estimate of the Group”). The Profit Estimate of the Group has been prepared to
enable the directors of the Company to issue the following statement set forth in the section
headed “4. MATERIAL CHANGE” of Appendix I to the composite document dated 30 June
2025 (the “Composite Document”) jointly issued by the Company and Sunshine Lake Pharma
Co., Ltd.:

“

. the Group recorded around 40% decrease in overall revenue for the three months
ended 31 March 2025 as compared to that of the corresponding period in 2024 based on the
unaudited management accounts of the Group for the three months ended 31 March 2025,
primarily attributable to a decrease in revenue derived from sales of anti-infective drugs as a
result of a lower incidence of seasonal flu outbreaks during the period, which in turn has a
greater adverse impact on the profitability of the Group in the first quarter of 2025.”

DIRECTORS’ RESPONSIBILITIES

The Profit Estimate of the Group has been prepared by the directors of the Company
based on the unaudited management accounts of the Group for the three months ended 31
March 2025.

The Company’s directors are solely responsible for the Profit Estimate of the Group.
OUR INDEPENDENCE AND QUALITY MANAGEMENT

We have complied with the independence and other ethical requirements of the Code of
Ethics for Professional Accountants issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), which is founded on fundamental principles of integrity,
objectivity, professional competence and due care, confidentiality and professional behaviour.
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Our firm applies Hong Kong Standard on Quality Management (HKSQM) 1 “Quality
Management for Firms that Perform Audits or Reviews of Financial Statements, or Other
Assurance or Related Services Engagements” which requires the firm to design, implement and
operate a system of quality management including policies or procedures regarding compliance
with ethical requirements, professional standards and applicable legal and regulatory
requirements.

REPORTING ACCOUNTANTS’ RESPONSIBILITIES

Our responsibility is to express an opinion on the accounting policies and calculations of
the Profit Estimate of the Group based on our procedures. We conducted our engagement in
accordance with Hong Kong Standard on Investment Circular Reporting Engagements 500
“Reporting on Profit Forecasts, Statements of Sufficiency of Working Capital and Statements
of Indebtedness’ and with reference to Hong Kong Standard on Assurance Engagements 3000
(Revised) ‘“Assurance Engagements Other Than Audits or Reviews of Historical Financial
Information™ issued by the HKICPA. Those standards require that we plan and perform our
work to obtain reasonable assurance as to whether, so far as the accounting policies and
calculations are concerned, the Company’s directors have properly compiled the Profit Estimate
of the Group in accordance with the bases adopted by the directors and as to whether the Profit
Estimate of the Group is presented on a basis consistent in all material respects with the
accounting policies normally adopted by the Group. Our work is substantially less in scope
than an audit conducted in accordance with Hong Kong Standards on Auditing issued by the
HKICPA. Accordingly, we do not express an audit opinion.

OPINION

In our opinion, so far as the accounting policies and calculations are concerned, the Profit
Estimate of the Group has been properly compiled in accordance with the bases adopted by the
directors of the Company in the unaudited management accounts of the Group for the three
months ended 31 March 2025 and is presented on a basis consistent in all material respects
with the accounting policies normally adopted by the Group as set out in the annual report of
the Company for the year ended 31 December 2024.

Yours faithfully,

KPMG
Certified Public Accountants
Hong Kong
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III. REPORT FROM CICC ON THE PROFIT ESTIMATE OF THE OFFEROR GROUP

The Board of Directors
Sunshine Lake Pharma Co., Ltd.
No. 368 Zhen’an Middle Road
Chang’an Town, Dongguan City
Guangdong Province

People’s Republic of China

30 June 2025

Dear Sirs,

PROPOSED CONDITIONAL PRIVATISATION OF
YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD.
BY SUNSHINE LAKE PHARMA CO., LTD.

BY WAY OF MERGER BY ABSORPTION OF
YICHANG HEC CHANGJIANG PHARMACEUTICAL CO., LTD.

We refer to the composite document dated 30 June 2025 issued by Sunshine Lake Pharma
Co., Ltd. and YiChang HEC Changliang Pharmaceutical Co., Ltd. in connection with the
Merger (the “Composite Document”). Unless otherwise defined, capitalised terms used herein
have the same meaning as defined in the Composite Document.

We also refer to the paragraph headed “4. Material Change” of Appendix II of the
Composite Document which states the decrease in the Offeror Group’s revenue for the first
quarter of 2025 by 40.6% as compared with the first quarter of 2024 based on the unaudited
management accounts of the Offeror Group for the three months ended 31 March 2025 which
in turn had a greater adverse impact on its profitability in the first quarter of 2025 (together,
the “Profit Figures™).

The Profit Figures are regarded as a profit forecast under the Takeovers Code and
therefore are required to be reported on pursuant to Rule 10 of the Takeovers Code.

The Profit Figures have been prepared by the Offeror based on the unaudited consolidated
accounts of the Offeror Group for the three months ended 31 March 2025 (the “2025 Q1
Unaudited Accounts’), which have been reviewed by the auditor of the Offeror, KPMG, and
were presented on a basis consistent in all material respects with the accounting policies
normally adopted by the Offeror Group as set out in the accountants’ report of the Offeror
dated 30 June 2025, the text of which is set out in Appendix I to the Listing Document (the
“Bases”).
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For the purpose of providing this letter, we have conducted the following due diligence:

1. reviewed the Profit Figures, the 2025 Q1 Unaudited Accounts and the Bases upon
which the Profit Figures have been made;

2. reviewed and discussed with you and your management, among other things, the
financial position of the Offeror Group as at 31 March 2025, including its financial
performance and the material factors underlying its financial position as at 31 March
2025 as well as the trading position with respect to the Offeror Group’s suppliers and
customers for the three months ended 31 March 2025; and

3. considered the report on the Profit Figures from KPMG addressed to the Offeror
directors dated 30 June 2025 regarding the accounting policies and calculations upon
which the Profit Figures have been made.

We have assumed that the information provided are true, accurate and complete in all
material aspects as at the date hereof. We have no reason to believe that any material
information has been omitted or withheld, or to doubt the truth or accuracy of the information
provided. We have, however, not carried out any independent verification of the information
supplied nor verified the computations leading to the Profit Figures.

Based on the above, we are satisfied that the Profit Figures have been made by the board
of the directors of the Offeror with due care and consideration.

The work undertaken by us is for the sole purpose of reporting to the Offeror directors
under Rule 10 of the Takeovers Code and for no other purposes. We accept no responsibility to
any other person in connection with such work.

Yours faithfully,

For and on behalf of
China International Capital Corporation Hong Kong Securities Limited

David CHING
Executive Director
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IV. REPORT FROM KPMG ON THE PROFIT ESTIMATE OF THE OFFEROR
GROUP

8th Floor
Prince’s Building

10 Chater Road
Central
Hong Kong

30 June 2025

The Board of Directors
Sunshine Lake Pharma Co., Ltd.

Dear Sirs,
Sunshine Lake Pharma Co., Ltd. (“the Offeror”)
PROFIT ESTIMATE FOR THE THREE MONTHS ENDED 31 MARCH 2025

We refer to the estimate of the consolidated results of the Offeror and its subsidiaries
(collectively referred to as “‘the Offeror Group’) for the three months ended 31 March 2025
(the “Profit Estimate of the Offeror Group”). The Profit Estimate of the Offeror Group has
been prepared to enable the directors of the Offeror to issue the following statement set forth
in the section headed “9. MATERIAL CHANGE OF THE OFFEROR” of Appendix IV to the
composite document dated 30 June 2025 (the “Composite Document”) jointly issued by
YiChang HEC ChanglJiang Pharmaceutical Co., Ltd. and the Offeror:

“... the decrease in the Offeror Group’s revenue for the first quarter of 2025 by 40.6% as
compared with the first quarter of 2024 based on the unaudited management accounts of the
Offeror Group for the three months ended 31 March 2025 which in turn had a greater adverse
impact on its profitability in the first quarter of 2025 ...”

DIRECTORS’ RESPONSIBILITIES

The Profit Estimate of the Offeror Group has been prepared by the directors of the
Offeror based on the unaudited management accounts of the Offeror Group for the three
months ended 31 March 2025.

The Offeror’s directors are solely responsible for the Profit Estimate of the Offeror Group.
OUR INDEPENDENCE AND QUALITY MANAGEMENT

We have complied with the independence and other ethical requirements of the Code of
Ethics for Professional Accountants issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), which is founded on fundamental principles of integrity,
objectivity, professional competence and due care, confidentiality and professional behaviour.
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Our firm applies Hong Kong Standard on Quality Management (HKSQM) 1 “Quality
Management for Firms that Perform Audits or Reviews of Financial Statements, or Other
Assurance or Related Services Engagements” which requires the firm to design, implement and
operate a system of quality management including policies or procedures regarding compliance
with ethical requirements, professional standards and applicable legal and regulatory
requirements.

REPORTING ACCOUNTANTS’ RESPONSIBILITIES

Our responsibility is to express an opinion on the accounting policies and calculations of
the Profit Estimate of the Offeror Group based on our procedures. We conducted our
engagement in accordance with Hong Kong Standard on Investment Circular Reporting
Engagements 500 “Reporting on Profit Forecasts, Statements of Sufficiency of Working
Capital and Statements of Indebtedness” and with reference to Hong Kong Standard on
Assurance Engagements 3000 (Revised) ‘“Assurance Engagements Other Than Audits or
Reviews of Historical Financial Information™ issued by the HKICPA. Those standards require
that we plan and perform our work to obtain reasonable assurance as to whether, so far as the
accounting policies and calculations are concerned, the Offeror’s directors have properly
compiled the Profit Estimate of the Offeror Group in accordance with the bases adopted by the
directors and as to whether the Profit Estimate of the Offeror Group is presented on a basis
consistent in all material respects with the accounting policies normally adopted by the Offeror
Group. Our work is substantially less in scope than an audit conducted in accordance with
Hong Kong Standards on Auditing issued by the HKICPA. Accordingly, we do not express an
audit opinion.

OPINION

In our opinion, so far as the accounting policies and calculations are concerned, the Profit
Estimate of the Offeror Group has been properly compiled in accordance with the bases
adopted by the directors of the Offeror in the unaudited management accounts of the Offeror
Group for the three months ended 31 March 2025 and is presented on a basis consistent in all
material respects with the accounting policies normally adopted by the Offeror Group as set
out in our accountants’ report of the Offeror dated 30 June 2025, the text of which is set out in
Appendix I of the listing document of the Offeror dated 30 June 2025.

Yours faithfully,

KPMG
Certified Public Accountants
Hong Kong

— ITA-8 -



APPENDIX III PROPERTY VALUATION REPORT

The following is the text of a letter, summary of values and valuation certificates
prepared for the purpose of incorporation in this document received from Asia-Pacific
Consulting and Appraisal Limited, an independent valuer, in connection with its valuation as

at 31 March 2025 of the property interests held by the Offeror Group.
APA

CONSULTING & APPRAISAL

[ N o
Asia-Pacific Consulting and Appraisal Limited
Flat/Rm A 12/F Kiu Fu Commercial Building,
300 Lockhart Road, Wan Chai,
Hong Kong

30 June 2025

The Board of Directors

Sunshine Lake Pharma Co., Ltd.
1 Industrial North Road

Songshan Lake Park

Dongguan City

Guangdong Province

The PRC

Dear Sirs,
Instructions, Purpose and Valuation Date

Asia-Pacific Consulting and Appraisal Limited (“APA” or “we”) is instructed by
Sunshine Lake Pharma Co., Ltd. (the “Offeror”) to provide valuation service on the properties
held by the Offeror and its subsidiaries (hereinafter together referred to as the ‘“Offeror
Group”) for disclosure purpose. We confirm that we have carried out inspections, made
relevant enquiries and searches and obtained such further information as we consider necessary
for the purpose of providing our opinion on the market value of the property interests as at 31
March 2025 (the “Valuation Date’).

Basis of Valuation

Our valuation of the property interests represents the market value which we would define
as ‘“‘the estimated amount for which a property should exchange on the date of valuation
between a willing buyer and a willing seller in an arm’s-length transaction after proper
marketing wherein the parties had each acted knowledgeably, prudently, and without
compulsion”.
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Methods of Valuation

Due to the nature of the buildings and structures of the properties nos. 1 to 8 and the
particular location in which they are situated, it is unlikely to find relevant market comparable
sales readily available, and thus the buildings and structures of the property have been valued
by the cost approach with reference to their depreciated replacement costs.

Depreciated replacement cost is defined as ‘“‘the current cost of replacing an asset with its
modern equivalent asset less deductions for physical deterioration and all relevant forms of
obsolescence and optimisation.” It is based on an estimate of the market value for the existing
use of the land, plus the current cost of replacement of the improvements, less deductions for
physical deterioration and all relevant forms of obsolescence and optimisation. In arriving at
the value of the land portion, reference has been made to the sales evidence available in the
locality.

We have valued the properties nos. 9 to 41 by the comparison approach assuming sale of
the property interest in its existing states with the benefit of immediate vacant possession and
by making reference to comparable sales transactions as available in the market. This approach
rests on the wide acceptance of the market transactions as the best indicator and pre-supposes
that evidence of relevant transactions in the market place can be extrapolated to similar
properties, subject to allowances for variable factors.

Valuation Assumptions

Our valuation has been made on the assumption that the seller sells the property interests
in the market without the benefit of a deferred term contract, leaseback, joint venture,
management agreement or any similar arrangement, which could serve to affect the value of
the property interests.

No allowance has been made in our report for any charge, mortgage or amount owing on
any of the property interests valued nor for any expense or taxation which may be incurred in
effecting a sale. Unless otherwise stated, it is assumed that the properties are free from
encumbrances, restrictions and outgoings of an onerous nature, which could affect its value.

Valuation Standards

In valuing the property interests, we have complied with all requirements contained in
Chapter 5 and Practice Note 12 of the Rules Governing the Listing of Securities issued by The
Stock Exchange of Hong Kong Limited, Rule 11 of the Code on Takeovers and Mergers issued
by Securities and Futures Commission, the RICS Valuation — Professional Standards
published by the Royal Institution of Chartered Surveyors, the HKIS Valuation Standards
published by the Hong Kong Institute of Surveyors and the International Valuation Standards
published by the International Valuation Standards Council.
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The property-related potential tax liability which might arise on disposal of the property
interests (as property transfer) in the PRC include value-added tax (at 5% or 9% on the
transaction amount), land appreciation tax (at progressive rates from 30% to 60% on the
appreciation amount) and corporate income tax (at 15% in case of preferential enterprise
income tax rate or 25% of the gain). As confirmed by the Offeror Group, the properties are
held for owner-occupation. Therefore, the likelihood of such tax liability being crystallised to
the Offeror Group is slim and is excluded from our valuation.

Source of Information

We have relied to a very considerable extent on the information given by the Offeror
Group and have accepted advice given to us on such matters as tenure and all other relevant
matters.

We have had no reason to doubt the truth and accuracy of the information provided to us
by the Offeror Group. We have also sought confirmation from the Offeror Group that no
material factors have been omitted from the information supplied. We consider that we have
been provided with sufficient information to reach an informed view, and we have no reason to
suspect that any material information has been withheld.

Document and Title Investigation

We have been shown copies of various title documents including Real Estate Title
Certificates and other title documents relating to the property interests and have made relevant
enquiries. However, we have not searched the original documents to verify the ownership or to
ascertain any amendment. We have relied to a very considerable extent on the information
given by the Offeror Group, and have accepted advice given to us on such matters as tenure,
planning approvals, statutory notices, easements, particulars of occupancy, lettings, and all
other relevant matters. We have relied considerably on the advice given by the Offeror’s PRC
legal advisor — Jia Yuan Law Offices, concerning the validity of the property interests in the
PRC.

Area Measurement and Inspection

We have not carried out detailed measurements to verify the correctness of the areas in
respect of the properties but have assumed that the areas shown on the documents and official
site plans handed to us are correct. All documents have been used as reference only and all
dimensions, measurements and areas are approximations. No on-site measurement has been
taken.

We have inspected the exterior and, where possible, the interior of the properties unless
we have been otherwise instructed. However, we have not carried out investigation to
determine the suitability of the ground conditions and services for any development thereon.
Our valuation has been prepared on the assumption that these aspects are satisfactory.
Moreover, no structural survey has been made, but in the course of our inspection, we did not
note any serious defects. We are not, however, able to report whether the properties are free of
rot, infestation or any other structural defects. No tests were carried out on any of the services.
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The site inspection was carried out in April 2025 by Ms. Jasper Jia who is a member of
the Royal Institution of Chartered Surveyors and has more than 15 years’ experience in
property valuation in the PRC; Ms. Genma Liang who is a Certified Public Valuer and has 2
years’ experience in property valuation in the PRC; Ms. Ivy Liu and Mr. Chris Wu who have 7
years’ and 2 years’ experience respectively in property valuation in the PRC.

Currency
All monetary figures stated in this report are in Renminbi (RMB).
Our valuation summary and certificates are enclosed hereby for your attention.

Yours faithfully,
for and on behalf of
Asia-Pacific Consulting and Appraisal Limited

David G.D. Cheng
MRICS
Executive Director

Note: David G.D. Cheng is a Chartered Surveyor who has more than 20 years’ experience in the valuation of
assets in the Greater China Region, the Asia-Pacific region, the United States and Canada.
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SUMMARY OF VALUES

Property interests held by the Offeror Group in the PRC

Market value Interest
in existing attributable to
state as at the the Offeror

No. Property Valuation Date Group
RMB
1 A parcel of land, 8 buildings and 66,077,000 100%

various ancillary structures

located at No. 1 North Industrial
Road,

Songshan Lake High-tech Industrial
Development Zone, Dongguan City,
Guangdong Province,

The PRC

2 A parcel of land, 14 buildings and 413,224,000 51.41%
various ancillary structures
located at East Side of Changyuan
Road,
Songshan Lake Park,
Dongguan City,
Guangdong Province,
The PRC

3 A parcel of land, 28 buildings and 182,630,000 51.41%
various ancillary structures
located at Louzihe Village,
Zhicheng Town,
Yidu City,
Hubei Province,
The PRC

4 A parcel of land, 11 buildings and 76,057,000 51.41%
various ancillary structures
located at No. 38, Binjiang Avenue,
Lucheng Street,
Yidu City,
Hubei Province,
The PRC
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The Total
Market value
attributable to
the Offeror
Group as at
the Valuation
Date

RMB

66,077,000

212,438,000

93,890,000

39,101,000
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No.

Property

A parcel of land, 5 buildings
located at

No. 62, Binjiang Road,
Lucheng Street,

Yidu City,

Hubei Province,

The PRC

5 parcels of land, 17 buildings and
various ancillary structures
located at Louzihe Village,
Zhicheng Town,

Yidu City,

Hubei Province,

The PRC

3 parcels of land, 4 buildings and
various ancillary structures
located at Baotawan Village,
Lucheng Town,

Yidu City,

Hubei Province,

The PRC

A parcel of land located at
Hongchun Community,
Lucheng Town,

Yidu City,

Hubei Province,

The PRC

Market value
in existing
state as at the
Valuation Date
RMB

62,385,000

585,510,000

92,876,000

46,420,000
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Interest
attributable to
the Offeror
Group

51.41%

51.41%

51.41%

51.41%

The Total
Market value
attributable to
the Offeror
Group as at
the Valuation
Date

RMB

32,072,000

301,011,000

47,748,000

23,865,000
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No.

10

11

12

Market value
in existing
state as at the

Property Valuation Date

RMB
9 office units of Vanke Jinyu 15,098,000
Huafu

located at No. 29 Fangji Road,
Yangyuan Street,

Wuchang District,

Wuhan City,

Hubei Province,

The PRC

6 office units of Asia Europe Trade 10,591,000
Center

located at No. 353 Fenghuangshan

Street,

Toutunhe District,

Urumgqi Economic and

Technological Development Zone,

Xinjiang Province,

The PRC

2 office units of Darong Center 15,097,000
located at No. 180 Haier Road,

Laoshan District,

Qingdao City,

Shandong Province,

The PRC

2 office units of Meinian Square 7,876,000
located at northwest of the

intersection of

Dongting Road and Nujiang Road,

Hexi District,

Tianjin City,

The PRC
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Interest
attributable to
the Offeror
Group

51.41%

51.41%

51.41%

51.41%

The Total
Market value
attributable to
the Offeror
Group as at
the Valuation
Date

RMB

7,762,000

5,445,000

7,761,000

4,049,000
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No.

13

14

15

16

Property

3 office units of Wanda Plaza
located at Qianxing Road,
Xishan District,

Kunming City,

Yunnan Province,

The PRC

4 office units of Jinbao Centre
located at No. 129 Ningguo Road,
Baohe District,

Hefei City,

Anhui Province,

The PRC

A commercial unit of Xinda.
Haodifang

located at No. 199,

South Second Ring Road,
Baohe District,

Hefei City,

Anhui Province,

The PRC

5 office units of

Qianjiang Zhejiang Merchants
Venture Capital Center
located at No. 527 Xixi Road,
Xihu District,

Hangzhou City,

Zhejiang Province,

The PRC

Market value
in existing
state as at the
Valuation Date
RMB

4,064,000

4,118,000

1,932,000

16,210,000
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Interest
attributable to
the Offeror
Group

51.41%

51.41%

51.41%

51.41%

The Total
Market value
attributable to
the Offeror
Group as at
the Valuation
Date

RMB

2,089,000

2,117,000

993,000

8,334,000
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No.

17

18

19

20

Market value
in existing
state as at the

Property Valuation Date
RMB

9 office units of Harbour Center 7,834,000

located at No. 1D,

Wuwu Road,

Zhongshan District,
Dalian City,
Liaoning Province,
The PRC

6 office units of Jinyu Haoting 3,719,000
located at No. 503 Jinma Road,

High tech Industrial Development

Zone,

Weifang City,

Shandong Province,

The PRC

An office unit of Wanhua Financial No commercial
Center value
located at Southwest side of

the intersection of Xianyue Road

and Huandao Road

in the Cross Strait Financial Center

area of

Huli District,

Xiamen City,

Fujian Province,

The PRC

4 office units of Taiyuan Baihua 7,793,000
Valley

located at No. 132 Xuefu Street,

Taiyuan City,

Shanxi Province,

The PRC
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The Total

Market value
attributable to

Interest the Offeror

attributable to Group as at
the Offeror the Valuation
Group Date

RMB

51.41% 4,027,000
51.41% 1,912,000

51.41% No commercial
value

51.41% 4,006,000
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The Total

Market value

attributable to

Market value Interest the Offeror

in existing attributable to Group as at

state as at the the Offeror the Valuation

No. Property Valuation Date Group Date
RMB RMB

21 10 office units of Botai World 5,234,000 51.41% 2,691,000
Island
located at No. 199 Yunfeng
Avenue,
Baiyun District,
Guiyang City,
Guizhou Province,
The PRC

22 A commercial unit of Building 1,283,000 51.41% 660,000
Alo6,
Block A of Jinhua Garden
located at No. 89 Shibiao Road,
Guanshanhu District,
Guiyang City,
Guizhou Province,
The PRC

23 5 office units of Kunyuan SOHO 8,965,000 51.41% 4,609,000
located at No. 22 Taibai South
Road,
High tech Zone,
Xi’an City,
Shaanxi Province,
The PRC

24 A commercial unit of Building 14, 3,707,000 51.41% 1,906,000
Fenglin Huafu
located at Minjie Road,
Yanta District,
Xi’an City,
Shaanxi Province,
The PRC
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No.

25

26

27

28

Property

6 office units of Lanzhou
Zhongtianjian Square

located at No. 124 Run’an Lane,
Dunhuang Road Street,

Qilihe District,

Lanzhou City,

Gansu Province,

The PRC

An office unit of Jingling Mansion
located at No. 106—-1 Yuhua East
Road,

Yuhua District,

Shijiazhuang City,

Hebei Province,

The PRC

A commercial unit of a building of
Qunli New Garden

located at No. 196 Jingjiang West
Road,

Daoli District,

Harbin City,

Heilongjiang Province,

The PRC

A commercial unit of a building of
Faxiang Lane Community

located at No. 132 Jingyi Road,
Huaiyin District,

Jinan City,

Shandong Province,

The PRC

Market value
in existing
state as at the
Valuation Date
RMB

10,804,000

1,548,000

3,557,000

4,154,000

—III-11 —

Interest
attributable to
the Offeror
Group

51.41%

51.41%

51.41%

51.41%

The Total
Market value
attributable to
the Offeror
Group as at
the Valuation
Date

RMB

5,554,000

796,000

1,829,000

2,136,000
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No.

29

30

31

32

33

Market value
in existing
state as at the

Property Valuation Date
RMB
A commercial unit of a building of 2,602,000

Jinsheng Xinyuan

located at No. 122 Jingxing South
Street,

Tiexi District,

Shenyang City,

Liaoning Province,

The PRC

An office unit of Xinhualian 14,596,000
Commercial Building

located at No. 12 Cuiwei Road,

Haidian District,

Beijing City,

The PRC

A villa of No. 18 Fuyou 30,541,000
located at No. 13 Xixiaogiao Street,

Shunyi District,

Beijing City,

The PRC

An office unit of Damei Centre 32,549,000
located at No. 7 Qingnian Road,

Chaoyang District,

Beijing City,

The PRC

A commercial unit of Linglong Bay 3,360,000
Garden

located at No. 778 Xiangzhang

Road,

Yuhua District,

Changsha City,

Hunan Province,

The PRC
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Interest
attributable to
the Offeror
Group

51.41%

51.41%

51.41%

51.41%

51.41%

The Total
Market value
attributable to
the Offeror
Group as at
the Valuation
Date

RMB

1,338,000

7,504,000

157,011,000

16,733,000

1,727,000
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No.

34

35

36

37

Market value
in existing
state as at the

Property Valuation Date
RMB
A commercial unit of No. 30 3,317,000

building of

Zhengda Guangming City Phase III
located at West Yatai Street,

North Qingfeng Road,

East Jiutai Road,

and South Tieyi Road,

Kuancheng District,

Changchun City,

Jilin Province,

The PRC

2 office units and 2 car parking 9,222,000
spaces of Lifan Center — LFC

located at No. 8 Juxianyan Square,

Jiangbei District,

Chongqing City,

The PRC

3 office units of Guanghua Yijia 5,970,000
located at No. 98 Guanghua North

3rd Road,

Qingyang District,

Chengdu City,

Sichuan Province,

The PRC

2 office units of Kailin Business 4,393,000
Center

located at No. 51 South Nongye

Road,

Zhengdong New District,

Zhengzhou City,

Henan Province,

The PRC
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Interest
attributable to
the Offeror
Group

51.41%

51.41%

51.41%

51.41%

The Total
Market value
attributable to
the Offeror
Group as at
the Valuation
Date

RMB

1,705,000

4,741,000

3,069,000

2,258,000
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No.

38

39

40

41

Note:

The Total

Market value

attributable to

Market value Interest the Offeror

in existing attributable to Group as at

state as at the the Offeror the Valuation

Property Valuation Date Group Date
RMB RMB

A commercial unit of Yue Fu 7,209,000 51.41% 3,706,000
located at No. 171 Suo Street,

Jianye District,

Nanjing City,

Jiangsu Province,

The PRC

An office unit of Xinli Mansion 7,446,000 51.41% 3,828,000
located at No. 300 Jinhuan Road,

Xihu District,

Nanchang City,

Jiangxi Province,

The PRC

An office unit of Wenzhou World 6,477,000 51.41% 3,330,000
Trade Center

located at Danan Road,

Lucheng District,

Wenzhou City,

Zhejiang Province,

The PRC

An office unit of Ningxing Wealth 6,755,000 51.41% 3,473,000
Plaza

located at Lucheng District,

Jiangdong District,

Ningbo City,

Zhejiang Province,

The PRC

Sub-total: 1,793,200,000 1,095,301,000

For the portions of the property without proper title certificates, we have not attributed commercial value to
them. However, for reference purpose, we are of the opinion that the market value of them as at the Valuation
Date would be RMB266,385,000 assuming all relevant title certificates have been obtained and they could be
freely transferred.
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VALUATION CERTIFICATE

Property interests held by the Offeror Group in the PRC

No.

Market value
in existing state

Particulars of as at the

Property Description and tenure occupancy Valuation Date
RMB

A parcel of land, 8 The property comprises a parcel of The property is 66,077,000
buildings and various land with a site area of currently
ancillary structures approximately 42,264.95 sq.m. and occupied by the (100% interest
located at No. 1 8 buildings and various ancillary Offeror Group attributable to
North Industrial structures erected thereon which for production the Offeror
Road, Songshan Lake were completed in various stages and ancillary Group:
High-tech Industrial ~ from 2006 to 2021. purposes. 66,077,000)
Development Zone,
Dongguan City, The 8 buildings have a total gross
Guangdong Province, floor area of approximately
The PRC 21,298.13 sq.m., mainly including

industrial buildings, office
(BRI EZEZE R buildings and dormitory buildings.
HIRAT)

The structures mainly include a

basketball court, roads and

boundary walls.

The land use rights of the property
have been granted for a term
expiring on 28 October 2059 for
industry use.

Notes:

Pursuant to 7 Real Estate Title Certificates — Yue (2024) Dong Guan Bu Dong Chan Quan Di Nos. 0021742,
0021750, 0024017, 0024018, 0024022, 0024028 and 0024031, the land use rights of a parcel of land with a
site area of approximately 42,264.95 sq.m. have been granted to the Offeror for a term expiring on 28 October
2059 for industry use, and 7 buildings with a total gross floor area of approximately 21,266.13 sq.m. are
owned by the Offeror.

For the remaining building with a gross floor area of approximately 32.00 sq.m., we have not been provided
with any title certificates.

We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the land and buildings of the property
mentioned in note 1. The ownership of the land use rights and buildings are clearly defined and free
from any property disputes.

In the valuation of this property, we have attributed no commercial value to the building of the property
mentioned in note 2 whose proper title certificates have not been obtained. However, for reference purpose,
we are of the opinion that the depreciated replacement cost of it (excluding land element) as at the Valuation
Date would be RMB57,000 assuming the relevant title certificate has been obtained and it could be freely
transferred.
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No.

Notes:

1.

Property

A parcel of land, 14
buildings and various
ancillary structures
located at East Side
of Changyuan Road,
Songshan Lake Park,

Dongguan City,

Guangdong Province,

The PRC
(AR 6 A
FFRZ D)

VALUATION CERTIFICATE

Description and tenure

The property comprises a parcel of
land with a site area of
approximately 60,951.07 sq.m. and
14 buildings and various ancillary
structures erected thereon, a
significant portion of the property
has already been completed, while
a minor section still requires
further renovation, as advised by
the Offeror, the entire project will
be fully completed by 30 June
2026.

The 14 buildings have a total gross
floor area of approximately
106,663.62 sq.m., mainly including
industrial buildings, office
buildings and ancillary buildings.

The structures mainly include
emergency collection pond, roads
and boundary walls.

The land use rights of the property
have been granted for a term
expiring on 18 December 2065 for
industry use.

Particulars of
occupancy

A portion of the
property is
currently
occupied by the
Offeror Group
for pre-
production
purposes, and
the remaining
portion is under
renovation.

Market value
in existing state
as at the
Valuation Date
RMB

413,224,000

(51.41% interest
attributable to
the Offeror
Group:
212,438,000)

Pursuant to a Real Estate Title Certificate — Yue (2019) Dong Guan Bu Dong Chan Quan Di No. 0265055,

the land use rights of a parcel of land with a site area of approximately 60,951.07 sq.m. have been granted to
Guangdong HEC Biopharmaceutical Co., Ltd. (“Guangdong HEC Biopharmaceutical”, an indirect 51.41%

held subsidiary of the Offeror) for a term expiring on 18 December 2065 for industry use.

Pursuant to 14 Construction Work Planning Permits — Jian Zi Di Nos. 2020-85-1090, 2020-85-1136 to

2020-85-1148, in favour of Guangdong HEC Biopharmaceutical, 14 buildings with a total gross floor area of
approximately 106,663.62 sq.m. has been approved for construction.
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3. Pursuant to 14 Construction Work Commencement Permits — Nos. 441900202102070299,
441900202102070399, 441900202102070499, 441900202102070599, 441900202102080499,
441900202102080599, 441900202102080699, 441900202102080799, 441900202106150199,
441900202106150299, 441900202106300799, 441900202106300899, 441900202106300999 and
44190202109301999, in favour of Guangdong HEC Biopharmaceutical, permission by the relevant local
authority was given to commence the construction work of 14 buildings with a total gross floor area of
approximately 106,663.62 sq.m.

4. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the land of the property. The
ownership of the land use rights is clearly defined and free from any property disputes.

b. All necessary governmental approvals for the property mentioned in note 2 have been duly obtained at
corresponding development phases in compliance with statutory requirements.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the

No. Property Description and tenure occupancy Valuation Date

RMB

3. A parcel of land, 28  The property comprises a parcel of The property is 182,630,000
buildings and various land with a site area of currently

ancillary structures approximately 191,993.41 sq.m. occupied by the (51.41% interest

located at Louzihe and 28 buildings and various Offeror Group attributable to

Village, Zhicheng ancillary structures erected thereon for production the Offeror

Town, Yidu City, which were completed in 2021 to  and ancillary Group:

Hubei Province, The  2023. purposes. 93,890,000)

PRC
The 28 buildings have a total gross

(HERPEREERR  floor area of approximately

ATl 84,040.88 sq.m., mainly including
industrial buildings, office
buildings and ancillary buildings.

The structures mainly include water
ponds, roads and boundary walls.

The land use rights of the property
have been granted for a term
expiring on 29 June 2067 for
industry use.

Notes:

1. Pursuant to a Real Estate Title Certificate — E (2018) Yi Du Shi Bu Dong Chan Quan Di No. 0007344, the
land use rights of a parcel of land with a site area of approximately 191,993.41 sq.m. have been granted to
Yichang HEC Pharmaceutical Co., Ltd. (“Yichang HEC Pharmaceutical”, an indirect 51.41% held
subsidiary of the Offeror) for a term expiring on 29 June 2067 for industry use.

2. For the 28 buildings with a total gross floor area of approximately 84,040.88 sq.m., we have not been
provided with any title certificates except for the following documents:

a. Pursuant to 6 Construction Work Planning Permits — Jian Zi Di Nos.2019-006, 2019-021, 2019-038,
2019-078, 420581201900013 and 420581202000026, in favour of Yichang HEC Pharmaceutical, 28
buildings with a total gross floor area of approximately 84,040.88 sq.m. has been approved for
construction.

b. Pursuant to 8 Construction Work Commencement Permits — Nos. 422722201903050101,
422722201904240101, 422722201907050201, 422722201907230101, 422722201911190101,
422722201912200101, 422722202001100101 and 422722202004270101, in favour of Yichang HEC
Pharmaceutical, permission by the relevant local authority was given to commence the construction
work of 28 buildings with a total gross floor area of approximately 84,040.88 sq.m.
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c. Pursuant to 18 Construction Work Completion and Inspection Reports, the 28 buildings with a total
gross floor area of approximately 84,040.88 sq.m. have been completed and passed the acceptance
inspection.

3. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the land of the property. The
ownership of the land use rights is clearly defined and free from any property disputes.

b. All necessary governmental approvals for the property mentioned in note 2 have been duly obtained at
corresponding development phases in compliance with statutory requirements.

4. In the valuation of this property, we have attributed no commercial value to the 28 buildings of the property
mentioned in note 2 whose proper title certificates have not been obtained. However, for reference purpose,
we are of the opinion that the depreciated replacement cost of them (excluding land element) as at the
Valuation Date would be RMB203,284,000 assuming all relevant title certificates have been obtained and they
could be freely transferred.
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No.

Notes:

Property

A parcel of land, 11
buildings and various
ancillary structures
located at No. 38,
Binjiang Avenue,
Lucheng Street, Yidu
City, Hubei Province,
The PRC

(H B RPERITEES
B AR A ) — R

4R

VALUATION CERTIFICATE

Particulars of
Description and tenure occupancy

The property comprises a parcel of The property is
land with a site area of currently
approximately 29,534.51 sq.m. and occupied by the
11 buildings and various ancillary ~ Offeror Group

structures erected thereon which for production
were completed in various stages and ancillary
from 2002 to 2011. purposes.

The 11 buildings have a total gross
floor area of approximately
29,421.34 sq.m., mainly including
industrial buildings, office
buildings and dormitory buildings.

The structures mainly include water
ponds, roads and boundary walls.

The land use rights of the property
have been granted for a term
expiring on 31 August 2051 for
industry use.

Market value
in existing state
as at the
Valuation Date
RMB

76,057,000

(51.41% interest
attributable to
the Offeror
Group:
39,101,000)

Pursuant to a Real Estate Title Certificate — E (2016) Yi Du Shi Bu Dong Chan Quan Di No. 0007091, the

land use rights of a parcel of land with a site area of approximately 29,534.51 sq.m. have been granted to
Yichang HEC Medical Co., Ltd. (“Yichang HEC Medical”, an indirect 51.41% held subsidiary of the
Offeror) for a term expiring on 31 August 2051 for industry use, and 11 buildings with a total gross floor area
of approximately 29,421.34 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a.

The Offeror Group has obtained the real estate title certificate for the land and buildings of the
property. The ownership of the land use rights and buildings are clearly defined and free from any

property disputes.
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No.

Notes:

VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the

Property Description and tenure occupancy Valuation Date

RMB

A parcel of land, 5 The property comprises a parcel of The property is 62,385,000
buildings located at  land with a site area of currently

No. 62, Binjiang approximately 23,134.00 sq.m. and occupied by the (51.41% interest

Road, Lucheng 5 buildings erected thereon which  Offeror Group attributable to

Street, Yidu City, were completed in various stages for production the Offeror

Hubei Province, The  from 2010 to 2016. purpose. Group:

PRC 32,072,000)

The 5 buildings have a total gross
(HERPERITEEZE  floor area of approximately
mARAR — & 18,298.67 sq.m., mainly including
J L) industrial buildings.

The land use rights of the property
have been granted for a term
expiring on 8 August 2053 for
industry use.

Pursuant to a Real Estate Title Certificate — E (2018) Yi Du Shi Bu Dong Chan Quan Di No. 0007252, the
land use rights of a parcel of land with a site area of approximately 23,134.00 sq.m. have been granted to
Yichang HEC Medical for a term expiring on 8 August 2053 for industry use, and 5 buildings with a total
gross floor area of approximately 18,298.67 sq.m. are owned by Yichang HEC Medical.

We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the land and buildings of the

property. The ownership of the land use rights and buildings are clearly defined and free from any
property disputes.
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No.

VALUATION CERTIFICATE

Property Description and tenure

5 parcels of land, 17
buildings and various

The property comprises 5

of land with a total site area of

Market value
in existing state

Particulars of as at the
occupancy Valuation Date

RMB

parcels  The property is 585,510,000

currently

ancillary structures approximately 400,042.85 sq.m. occupied by the (51.41% interest
located at Louzihe and 17 buildings erected thereon Offeror Group attributable to
Village, Zhicheng which were completed in various  for production the Offeror

Town, Yidu City,
Hubei Province, The

stages from 2010 to 2021

. purposes and
ancillary

Group:
301,011,000)

PRC The 17 buildings have a total gross purposes.
floor area of approximately

(HERPERITEEZE  118,920.24 sq.m., mainly including

I ARAR — & industrial buildings and ancillary

TTRERER) buildings.

The structures mainly include water
ponds, roads, sheds and green

belts.

The land use rights of the property
have been granted for terms
expiring on 15 April 2059, 20 June

2063 and 29 June 2067,
respectively, for industry

Notes:

use.

Pursuant to 5 Real Estate Title Certificates — E (2024) Yi Du Shi Bu Dong Chan Quan Di No. 0026377, E
(2022) Yi Du Shi Bu Dong Chan Quan Di Nos. 0001448 and 0001450, E (2024) Yi Du Shi Bu Dong Chan
Quan Di No. 0026547 and E (2020) Yi Du Shi Bu Dong Chan Quan Di No. 0003841, the land use rights of 5
parcels of land with a total site area of approximately 400,042.85 sq.m. have been granted to Yichang HEC
Medical for terms expiring on 15 April 2059, 20 June 2063 and 29 June 2067, respectively, and 17 buildings

with a total gross floor area of approximately 118,920.24

We have been provided with a legal opinion dated on 21

sq.m. are owned by Yichang HEC Medical.

March 2025 regarding the property interest by the

Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate

title certificate for the land and buildings of the

property. The ownership of the land use rights and buildings are clearly defined and free from any

property disputes.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the

No. Property Description and tenure occupancy Valuation Date

RMB

7. 3 parcels of land, 4  The property comprises 3 parcels ~ The property is 92,876,000
buildings and various of land with a total site area of currently

ancillary structures approximately 87,691.31 sq.m. and occupied by the (51.41% interest

located at Baotawan 4 buildings erected thereon which ~ Offeror Group attributable to

Village, Lucheng were completed in 2021. for apartment the Offeror

Town, Yidu City, purpose. Group:

Hubei Province, The The 4 buildings have a total gross 47,748,000)

PRC floor area of approximately
28,187.00 sq.m., mainly including

(HERPERIT4E3  apartment buildings and an

B ARAR — AN ancillary building.

ARE)
The structures mainly include
roads, basketball court and green
belt.

The land use rights of the property
have been granted for terms
expiring on 10 March 2059, 1 July
2060 and 19 September 2061,
respectively, for other commercial
service use.

Notes:

1. Pursuant to a State-owned Land Use Rights Grant Contract — Du Zi Ran Zi Gui Wen No. [2021]157 dated on
19 September 2021 between Yichang HEC Medical and Yidu City Bureau of Natural Resources and Planning,
the land use rights of one parcel of land of the property were contracted to be granted to Yichang HEC
Medical for a term of 40 years for other commercial service use. The land premium was RMB17,549,000.

2. Pursuant to 3 Real Estate Title Certificates — E (2019) Yi Du Shi Bu Dong Chan Quan Di No. 0001310, E
(2020) Yi Du Shi Bu Dong Chan Quan Di Nos. 0004001 and E (2021) Yi Du Shi Bu Dong Chan Quan Di No.
0012077, the land use rights of 3 parcels of land with a total site area of approximately 8§7,691.31 sq.m. have
been granted to Yichang HEC Medical for terms expiring on 10 March 2059, 1 July 2060 and 19 September
2061, respectively, for other commercial service use.

3. For the 4 buildings with a total gross floor area of approximately 28,187.00 sq.m., we have not been provided
with any title certificates except for the following documents:

a. Pursuant to a Construction Work Planning Permit — Jian Zi Di No0.2019-075, in favour of Yichang

HEC Pharmaceutical, 4 buildings with a total gross floor area of approximately 28,187.00 sq.m. has
been approved for construction.
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b. Pursuant to a Construction Work Commencement Permit — No. 422722201911060101, in favour of
Yichang HEC Pharmaceutical, permission by the relevant local authority was given to commence the
construction work of 4 buildings with a total gross floor area of approximately 28,187.00 sq.m.

[ Pursuant to a Construction Work Completion and Inspection Certificate — He Zi Di 420581202300221,
the 4 buildings with a total gross floor area of approximately 28,187.00 sq.m. have been completed and
passed the acceptance inspection.

4. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the land of the property. The
ownership of the land use rights is clearly defined and free from any property disputes.

b. All necessary governmental approvals for the property mentioned in note 2 have been duly obtained at
corresponding development phases in compliance with statutory requirements.

5. In the valuation of this property, we have attributed no commercial value to the 4 buildings of the property
mentioned in note 2 whose proper title certificates have not been obtained. However, for reference purpose,
we are of the opinion that the depreciated replacement cost of them (excluding land element) as at the
Valuation Date would be RMB51,066,000 assuming all relevant title certificates have been obtained and they
could be freely transferred.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the

No. Property Description and tenure occupancy Valuation Date

RMB

8. A parcel of land The property comprises a parcel of The property is 46,420,000
located at Hongchun  land with a site area of currently

Community, Lucheng approximately 33,158.46 sq.m. vacant. (51.41% interest

Town, Yidu City, attributable to

Hubei Province, The  The land use rights of the property the Offeror

PRC have been granted for a term Group:

expiring on 17 January 2061 for 23,865,000)

(HEBWRGNRILEEZE  other commercial service use.
Ay A BRA R — T
[ 22 M)

Notes:

1. Pursuant to a State-owned Land Use Rights Grant Contract — Du Zi Ran Zi Gui Wen No. [2020]168 dated on
24 December 2020 between Yichang HEC Medical and Yidu City Bureau of Natural Resources and Planning,
the land use rights of the property were contracted to be granted to Yichang HEC Medical for a term of 40
years for other commercial service use. The land premium was RMB47,253,000.

2. Pursuant to a Real Estate Title Certificate — E (2021) Yi Du Shi Bu Dong Chan Quan Di No. 0000914, the
land use rights of a parcel of land with a site area of approximately 33,158.46 sq.m. have been granted to

Yichang HEC Medical for a term expiring on 17 January 2061 for other commercial service use.

3. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the land of the property. The
ownership of the land use rights is clearly defined and free from any property disputes.
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No.

Notes:

Property

9 office units of
Vanke Jinyu Huafu
located at No. 29
Fangji Road,
Yangyuan Street,
Wuchang District,
Wuhan City, Hubei
Province, The PRC

(RIE)

VALUATION CERTIFICATE

Particulars of
Description and tenure occupancy

The property comprises 9 office The property is
units with a total gross floor area  currently

of approximately 1,006.44 sq.m. on occupied by the
21st floor of Vanke Jinyu Huafu,  Offeror Group
which is a 28-storey office building for office
completed in 2016. purpose.

The land use rights of the property
have been granted for a term
expiring on 18 March 2052 for
commercial use.

Market value
in existing state
as at the
Valuation Date
RMB

15,098,000

(51.41% interest
attributable to
the Offeror
Group:
7,762,000)

1. Pursuant to 9 Real Estate Title Certificates — E(2021)Wu Han Shi Bu Dong Chan Quan Di Nos. 0009945,
0009948, 0009951, 0009953, 0009955, 0009956, 0009957, 0009961 and 0009962, the property with a total
gross floor area of approximately 1,006.44 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a.

The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the

No. Property Description and tenure occupancy Valuation Date
RMB

10. 6 office units of Asia The property comprises 6 office The property is 10,591,000

Europe Trade Center units with a total gross floor area  currently
located at No. 353 of approximately 706.09 sq.m. on  occupied by the (51.41% interest

Fenghuangshan 21st floor of Asia Europe Trade Offeror Group attributable to
Street, Toutunhe Center, which is a 23-storey office for office the Offeror
District, Urumgqi building completed in 2018. purpose. Group:
Economic and 5,445,000)
Technological The land use rights of the property

Development Zone, have been granted for a term

Xinjiang Province, expiring on 30 December 2053 for

The PRC commercial and financial uses.

(REATE)

Notes:

1. Pursuant to 6 Real Estate Title Certificates — Xin (2021) Wu Lu Mu Qi Shi Bu Dong Chan Quan Di Nos.
0069796, 0069800, 0069802, 0070018, 0070053 and 0070054, the property with a total gross floor area of
approximately 706.09 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the
No. Property Description and tenure occupancy Valuation Date
RMB
11. 2 office units of The property comprises 2 office The property is 15,097,000

Darong Center units with a total gross floor area  currently
located at No. 180 of approximately 686.22 sq.m. on  occupied by the (51.41% interest
Haier Road, Laoshan  14th floor of Darong Center, which Offeror Group attributable to
District, Qingdao is a 25-storey office building for office the Offeror
City, Shandong completed in 2014. purpose. Group:
Province, The PRC 7,761,000)

The land use rights of the property
(F5) have been granted for a term

expiring on 30 August 2044 for
commercial use.

Notes:

1. Pursuant to 2 Real Estate Title Certificates — Lu (2018) Qing Dao Shi Bu Dong Chan Quan Di Nos. 0016073
and 0016152, the property with a total gross floor area of approximately 686.22 sq.m. are owned by Yichang
HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the
No. Property Description and tenure occupancy Valuation Date
RMB
12. 2 office units of The property comprises 2 office The property is 7,876,000
Meinian Square units with a total gross floor area  currently
located at northwest  of approximately 656.28 sq.m. on  occupied by the (51.41% interest
of the intersection of 3rd floor of Meinian Square, which Offeror Group attributable to
Dongting Road and  is a 3-storey office building for office the Offeror
Nujiang Road, Hexi ~ completed in 2018. purpose. Group:
District, Tianjin City, 4,049,000)
The PRC The land use rights of the property
have been granted for a term
(KHE) expiring on 28 October 2053 for

commercial and financial uses.

Notes:

1. Pursuant to 2 Real Estate Title Certificates — Jin (2018) He Xi Qu Bu Dong Chan Quan Di Nos. 1030096
and 1030143, the property with a total gross floor area of approximately 656.28 sq.m. are owned by Yichang
HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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No.

13.

Notes:

Property

3 office units of
Wanda Plaza located
at Qianxing Road,
Xishan District,
Kunming City,
Yunnan Province,
The PRC

(EEH))

VALUATION CERTIFICATE

Description and tenure

The property comprises 3 office
units with a total gross floor area
of approximately 508.07 sq.m. on
59th floor of Wanda Plaza, which
is a 66-storey office building
completed in 2017.

The land use rights of the property
have been granted for a term 4
June 2052 for commercial and
financial uses.

Particulars of
occupancy

The property is
currently
occupied by the
Offeror Group
for office
purpose.

Market value
in existing state
as at the
Valuation Date
RMB

4,064,000

(51.41% interest
attributable to
the Offeror
Group:
2,089,000)

1. Pursuant to 3 Real Estate Title Certificates — Yun (2019) Xi Shan Qu Bu Dong Chan Quan Di Nos. 0077674,
0077677 and 0077682, the property with a total gross floor area of approximately 508.07 sq.m. are owned by
Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the

Offeror’s PRC legal advisers, which contains, inter alia, the following:

a.

The Offeror Group has obtained the real estate title certificate for the property. The ownership of the

property is clearly defined and free from any property disputes.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the

No. Property Description and tenure occupancy Valuation Date
RMB

14. 4 office units of The property comprises 4 office The property is 4,118,000

Jinbao Centre located units with a total gross floor area  currently
at No. 129 Ningguo  of approximately 588.32 sq.m. on  occupied by the (51.41% interest

Road, Baohe District, 22nd floor of Jinbao Centre, which Offeror Group attributable to
Hefei City, Anhui is a 44-storey office building for office the Offeror
Province, The PRC completed in 2018. purpose. Group:

2,117,000)
(B ME-1) The land use rights of the property

have been granted for a term
expiring on 21 August 2056 for
commercial and financial uses.

Notes:

1. Pursuant to 4 Real Estate Title Certificates — Wan (2019) He Fei Shi Bu Dong Chan Quan Di Nos.
10144936, 10144937, 10144938 and 10144939, the property with a total gross floor area of approximately
588.32 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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No.

15.

Notes:

Property

A commercial unit of
Xinda. Haodifang
located at No. 199,
South Second Ring
Road, Baohe District,
Hefei City, Anhui
Province, The PRC

(A AE-2)

VALUATION CERTIFICATE

Description and tenure

The property comprises a
commercial unit with a gross floor
area of approximately 193.21 sq.m.
on 1st floor of Xinda. Haodifang,
which is a 5-storey commercial
building completed in 2007.

The land use rights of the property
have been granted for a term
expiring 1 September 2049 for
commercial use.

Particulars of
occupancy

The property is
currently
occupied by the
Offeror Group
for retail
purpose.

Market value
in existing state
as at the
Valuation Date
RMB

1,932,000

(51.41% interest
attributable to
the Offeror
Group: 993,000)

1. Pursuant to a Real Estate Title Certificate — Wan (2022) He Fei Shi Bu Dong Chan Quan Di No. 1089666,
the property with a gross floor area of approximately 193.21 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the

Offeror’s PRC legal advisers, which contains, inter alia, the following:

a.

The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the

No. Property Description and tenure occupancy Valuation Date

RMB

16. 5 office units of The property comprises 5 office The property is 16,210,000
Qianjiang Zhejiang units with a total gross floor area  currently

Merchants Venture of approximately 900.59 sq.m. on  occupied by the (51.41% interest

Capital Center 4th floor of Qianjiang Zhejiang Offeror Group attributable to

located at No. 527 Merchants Venture Capital Center, for office the Offeror

Xixi Road, Xihu which is an 11-storey office purpose. Group:

District, Hangzhou building completed in 2017. 8,334,000)

City, Zhejiang

Province, The PRC The land use rights of the property
have been granted for a term

(BT M) expiring on 18 October 2054 for
commercial use.

Notes:

1. Pursuant to 5 Real Estate Title Certificates — Zhe (2020) Hang Zhou Shi Bu Dong Chan Quan Di Nos.
0077886, 0077941, 0077810, 0077936 and 0078992, the property with a total gross floor area of
approximately 900.59 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the
No. Property Description and tenure occupancy Valuation Date
RMB
17. 9 office units of The property comprises 9 office The property is 7,834,000

Harbour Center units with a total gross floor area  currently
located at No. 1D, of approximately 765.67 sq.m. on  occupied by the (51.41% interest
Wuwu Road, 11th floor of Harbour Center, Offeror Group attributable to
Zhongshan District, ~ which is a 31-storey office building for office the Offeror
Dalian City, Liaoning completed in 2018. purpose. Group:
Province, The PRC 4,027,000)

The land use rights of the property
(R have been granted for a term

expiring on 22 April 2048 for
residential use.

Notes:

1. Pursuant to 9 Real Estate Title Certificates — Liao (2018) Da Lian Shi Nei Si Qu Bu Dong Chan Quan Di
Nos. 00354358, 00354359, 00354364, 00354365, 00354367, 00354368, 00354369, 00354373 and 00354374,
the property with a total gross floor area of approximately 765.67 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the

No. Property Description and tenure occupancy Valuation Date
RMB

18. 6 office units of The property comprises 6 office The property is 3,719,000

Jinyu Haoting located units with a total gross floor area  currently
at No. 503 Jinma of approximately 620.04 sq.m. on  occupied by the (51.41% interest

Road, High tech 11th floor of Jinyu Haoting, which  Offeror Group attributable to
Industrial is a 26-storey office building for office the Offeror
Development Zone, completed in 2019. purpose. Group:
Weifang City, 1,912,000)
Shandong Province,  The land use rights of the property
The PRC have been granted for a term

expiring on 15 January 2054 for
(HE3) other commercial use.

Notes:

1. Pursuant to 6 Real Estate Title Certificates — Lu (2021) Wei Fang Shi Kei Wen Qu Bu Dong Chan Quan Di
Nos. 0097570, 0097580, 0097569, 0097571, 0097574 and 0097576, the property with a total gross floor area
of approximately 620.04 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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PROPERTY VALUATION REPORT

Particulars of as at the

No. Property Description and tenure occupancy Valuation Date

RMB

19. An office unit of The property comprises an office The property is No commercial

Wanhua Financial unit with a gross floor area of currently value
Center located at approximately 704.56 sq.m. on occupied by the
Southwest side of the 19th floor of Wanhua Financial Offeror Group
intersection of Center, which is a 26-storey office for office
Xianyue Road and building completed in 2021. purpose.
Huandao Road in the

Cross Strait Financial The land use rights of the property

Center area of Huli ~ have been granted for a term

District, Xiamen City, expiring on 17 September 2062 for

Fujian Province, The commercial use.

PRC

(M)

Notes:

1. Pursuant to a Commodity Property Sale & Purchase Contract dated 10 November 2020, an office unit with a
gross floor area of approximately 704.56 sq.m. was purchased by Yichang HEC Medical at a consideration of
approximately RMB20,432,240.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group is currently processing the real estate title certificate for the property.
3. In the valuation of this property, we have attributed no commercial value to the property whose proper title

VALUATION CERTIFICATE

Market value
in existing state

certificate has not been obtained. However, for reference purpose, we are of the opinion that the market value
of the property as at the Valuation Date would be RMB11,978,000 assuming all relevant title certificates have
been obtained and the property could be freely transferred.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the

No. Property Description and tenure occupancy Valuation Date

RMB

20. 4 office units of The property comprises 4 office The property is 7,793,000
Taiyuan Baihua units with a total gross floor area  currently

Valley located at of approximately 708.37 sq.m. on  occupied by the (51.41% interest

No. 132 Xuefu Street, 24th floor of Taiyuan Baihua Offeror Group attributable to

Taiyuan City, Shanxi Valley, which is a 37-storey office for office the Offeror

Province, The PRC building completed in 2020. purpose. Group:

4,006,000)

(KJF) The land use rights of the property
have been granted for a term
expiring on 31 August 2041 for
commercial and financial uses.

Notes:

1. Pursuant to 4 Commodity Property Sale & Purchase Contracts dated 12 August 2020, 4 office units with a
total gross floor area of approximately 708.37 sq.m. was purchased by Yichang HEC Medical at a total
consideration of approximately RMB17,173,588.

2. Pursuant to 4 Real Estate Title Certificates — Jin (2021) Tai Yuan Shi Bu Dong Chan Quan Di Nos. 0119690,
0119693, 0119696 and 0119700, the property with a total gross floor area of approximately 708.37 sq.m. are
owned by Yichang HEC Medical.

3. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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No.

21.

Notes:

Property

10 office units of
Botai World Island
located at No. 199
Yunfeng Avenue,
Baiyun District,
Guiyang City,
Guizhou Province,
The PRC

(&M-1)

VALUATION CERTIFICATE

Description and tenure

The property comprises 10 office
units with a total gross floor area
of approximately 747.69 sq.m. on
17th floor of Botai World Island,
which is a 29-storey office building
completed in 2019.

The land use rights of the property
have been granted for a term
expiring on 19 April 2051 for
commercial use.

Particulars of
occupancy

The property is
currently
occupied by the
Offeror Group
for office
purpose.

Market value
in existing state
as at the
Valuation Date
RMB

5,234,000

(51.41% interest
attributable to
the Offeror
Group:
2,691,000)

1. Pursuant to 10 Real Estate Title Certificates — Qian (2022) Bai Yun Qu Bu Dong Chan Quan Di Nos.
0001734, 0001735, 0001736, 0001738, 0001739, 0001740, 0001749, 0001750, 0001751 and 0001752, the
property with a total gross floor area of approximately 747.69 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the

Offeror’s PRC legal advisers, which contains, inter alia, the following:

a.

The Offeror Group has obtained the real estate title certificate for the property. The ownership of the

property is clearly defined and free from any property disputes.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the

No. Property Description and tenure occupancy Valuation Date
RMB

22. A commercial unit of The property comprises a The property is 1,283,000

Building A16, Block commercial unit with a gross floor currently
A of Jinhua Garden  area of approximately 67.55 sq.m.  occupied by the (51.41% interest

located at No. 89 on 2nd floor of a 2-storey Offeror Group attributable to
Shibiao Road, commercial building of Jinhua for retail the Offeror
Guanshanhu District, Garden completed in 2010. purpose. Group: 660,000)
Guiyang City,
Guizhou Province, The land use rights of the property
The PRC have been granted for a term

expiring on 31 December 2048 for
(HFi-2) commercial use.

Notes:

1. Pursuant to a Real Estate Title Certificate — Qian (2020) Gui Yang Shi Bu Dong Chan Quan Di No.
0034399, the property with a gross floor area of approximately 67.55 sq.m. are owned by Yichang HEC
Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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No.

23.

Notes:

Property

5 office units of
Kunyuan SOHO
located at No. 22
Taibai South Road,
High tech Zone,
Xi’an City, Shaanxi
Province, The PRC

(P%-1)

VALUATION CERTIFICATE

Particulars of
Description and tenure occupancy

The property comprises 5 office The property is
units with a total gross floor area  currently
of approximately 8§14.96 sq.m. on  occupied by the

18th floor of Kunyuan SOHO, Offeror Group
which is a 25-storey office building for office
completed in 2018. purpose.

The land use rights of the property
have been granted for a term
expiring on 10 March 2056 for
commercial use.

Market value
in existing state
as at the
Valuation Date
RMB

8,965,000

(51.41% interest
attributable to
the Offeror
Group:
4,609,000)

1. Pursuant to 5 Real Estate Title Certificates — Shan (2021) Xi An Shi Bu Dong Chan Quan Di Nos. 0478023,
0478024, 0478025, 0478026 and 0478018, the property with a total gross floor area of approximately 814.96
sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a.

The Offeror has obtained the real estate title certificate for the property. The ownership of the property
is clearly defined and free from any property disputes.
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No.

24.

Notes:

VALUATION CERTIFICATE

Property Description and tenure

A commercial unit of The property comprises a
Building 14, Fenglin  commercial unit with a gross floor

Huafu located at area of approximately 264.81 sq.m.

Minjie Road, Yanta  on Ist floor of a 2-storey

District, Xi’an City, = commercial building of Fenglin
Shaanxi Province, Huafu completed in 2011.
The PRC

The land use rights of the property

(M9%-2) have been granted for a term
expiring on 25 December 2072 for
residential use.

Particulars of
occupancy

The property is
currently
occupied by the
Offeror Group
for retail
purpose.

Market value
in existing state
as at the
Valuation Date
RMB

3,707,000

(51.41% interest
attributable to
the Offeror
Group:
1,906,000)

1. Pursuant to a Real Estate Title Certificate — Shan (2021) Xi An Shi Bu Dong Chan Quan Di No. 0588346,
the property with a gross floor area of approximately 264.81 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the

Offeror’s PRC legal advisers, which contains, inter alia, the following:

a.

The Offeror has obtained the real estate title certificate for the property. The ownership of the property

is clearly defined and free from any property disputes.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the

No. Property Description and tenure occupancy Valuation Date

RMB

25. 6 office units of The property comprises 6 office The property is 10,804,000
Lanzhou units with a total gross floor area  currently

Zhongtianjian Square of approximately 771.60 sq.m. on  occupied by the (51.41% interest

located at No. 124 11th floor of Lanzhou Offeror Group attributable to

Run’an Lane, Zhongtianjian Square, which is a for office the Offeror

Dunhuang Road 28-storey office building completed purpose. Group:

Street, Qilihe District, in 2018. 5,554,000)

Lanzhou City, Gansu

Province, The PRC The land use rights of the property
have been granted for a term

(B expiring on 5 January 2054 for
other commercial use.

Notes:

1. Pursuant to 6 Real Estate Title Certificates — Gan (2022) Lan Zhou Shi Bu Dong Chan Quan Di Nos.
0067353, 0067402, 0071783, 0071794, 0071801 and 0090736, the property with a total gross floor area of
approximately 771.60 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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No.

26.

Notes:

Property

An office unit of
Jingling Mansion
located at No. 106-1
Yuhua East Road,
Yuhua District,
Shijiazhuang City,
Hebei Province, The
PRC

(L)

VALUATION CERTIFICATE

Particulars of
Description and tenure occupancy

The property comprises an office The property is

unit with a gross floor area of currently
approximately 221.09 sq.m. on occupied by the
19th floor of Jingling Mansion, Offeror Group
which is a 31-storey office building for office
completed in 2009. purpose.

The land use rights of the property
have been granted for a term
expiring on 26 November 2046 for
other commercial use.

Market value
in existing state
as at the
Valuation Date
RMB

1,548,000

(51.41% interest
attributable to
the Offeror
Group: 796,000)

1. Pursuant to a Real Estate Title Certificate — Ji (2021) Shi Jia Zhuang Shi Bu Dong Chan Quan Di No.
0157662, the property with a gross floor area of approximately 221.09 sq.m. are owned by Yichang HEC
Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a.

The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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PROPERTY VALUATION REPORT

No.

27.

Notes:

Property

A commercial unit of
a building of Qunli
New Garden located
at No. 196 Jingjiang
West Road, Daoli
District, Harbin City,
Heilongjiang
Province, The PRC

(A AEVE)

VALUATION CERTIFICATE

Description and tenure

The property comprises a
commercial unit with a gross floor
area of approximately 323.34 sq.m.
on 1st&2nd floors of 6-storey
building of Qunli New Garden
completed in 2010.

The land use rights of the property
have been granted for a term
expiring on 24 June 2049 for
residential use.

Particulars of
occupancy

The property is
currently
occupied by the
Offeror Group
for retail
purpose.

Market value
in existing state
as at the
Valuation Date
RMB

3,557,000

(51.41% interest
attributable to
the Offeror
Group:
1,829,000)

1. Pursuant to a Real Estate Title Certificate — Hei (2021) Ha Er Bin Shi Bu Dong Chan Quan Di No. 0300235,
the property with a total gross floor area of approximately 323.34 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the

Offeror’s PRC legal advisers, which contains, inter alia, the following:

a.

The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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No.

28.

Notes:

VALUATION CERTIFICATE

Property Description and tenure

A commercial unit of The property comprises a

a building of Faxiang commercial unit with a gross floor
Lane Community area of approximately 346.13 sq.m.
located at No. 132 on Ist floor of 24-storey building
Jingyi Road, Huaiyin of Faxiang Lane Community
District, Jinan City,  completed in 2010.

Shandong Province,

The PRC The land use rights of the property
have been granted for a term
() expiring on 25 September 2047 for

commercial use.

Particulars of
occupancy

The property is
currently
occupied by the
Offeror Group
for retail
purpose.

Market value
in existing state
as at the
Valuation Date
RMB

4,154,000

(51.41% interest
attributable to
the Offeror
Group:
2,136,000)

1. Pursuant to a Real Estate Title Certificate — Lu (2021) Ji Nan Shi Bu Dong Chan Quan Di No. 0296660, the
property with a gross floor area of approximately 346.13 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the

Offeror’s PRC legal advisers, which contains, inter alia, the following:

a.

The Offeror Group has obtained the real estate title certificate for the property. The ownership of the

property is clearly defined and free from any property disputes.
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PROPERTY VALUATION REPORT

No. Property

29. A commercial unit of
a building of
Jinsheng Xinyuan
located at No. 122
Jingxing South Street,
Tiexi District,
Shenyang City,
Liaoning Province,
The PRC

(%)

Notes:

VALUATION CERTIFICATE

Description and tenure

The property comprises a
commercial unit with a gross floor
area of approximately 289.15 sq.m.
on 1st & 2nd floors of 7-storey
building of Jinsheng Xinyuan
completed in 2009.

The land use rights of the property
have been granted for a term
expiring on 20 March 2049 for
residential use.

Particulars of
occupancy

The property is
currently
occupied by the
Offeror Group
for retail
purpose.

Market value
in existing state
as at the
Valuation Date
RMB

2,602,000

(51.41% interest
attributable to
the Offeror
Group:
1,338,000)

1. Pursuant to a Real Estate Title Certificate — Liao (2021) Shen Yang Shi Bu Dong Chan Quan Di No.
0243663, the property with a gross floor area of approximately 289.15 sq.m. are owned by Yichang HEC

Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the

Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the
No. Property Description and tenure occupancy Valuation Date
RMB
30. An office unit of The property comprises an office The property is 14,596,000
Xinhualian unit with a gross floor area of currently
Commercial Building approximately 275.4 sq.m. on 13th occupied by the (51.41% interest
located at No. 12 floor of Xinhualian Commercial Offeror Group attributable to
Cuiwei Road, Haidian Building, which is a 26-storey for office the Offeror
District, Beijing City, office building completed in 2007. purpose. Group:
The PRC 7,504,000)
(ALxt-1)
Notes:

1. Pursuant to a Real Estate Title Certificate — X Jing Fang Quan Hai Zi Di No0.256372, the property with a
gross floor area of approximately 275.4 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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No. Property

31. A villa of No.18
Fuyou located at No.
13 Xixiaogiao Street,
Shunyi District,

VALUATION CERTIFICATE

Description and tenure

The property comprises a villa with
a total gross floor area of
approximately 698.72 sq.m. of

No. 18 Fuyou completed in 2021.

Particulars of
occupancy

The property is
currently under
renovation by
the Offeror

Market value
in existing state
as at the
Valuation Date
RMB

30,541,000

(51.41% interest
attributable to

Beijing City, The Group. the Offeror
PRC The land use rights of the property Group:
have been granted for a term 157,011,000)
(AL 5E-2) expiring on 12 February 2073 for
residential use.
Notes:
1. Pursuant to a Commodity Property Sale & Purchase Contract dated 1 August 2024, a villa with a total gross

floor area of approximately 698.72 sq.m. was purchased by Yichang HEC Medical at a consideration of
approximately RMB9,500,000.

2. Pursuant to a Real Estate Title Certificate — Jing (2024) Shun Bu Dong Chan Quan Di No. 0026570, the
property with a total gross floor area of approximately 698.72 sq.m. are owned by Yichang HEC Medical.

3. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the

Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the

property is clearly defined and free from any property disputes.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the

No. Property Description and tenure occupancy Valuation Date

RMB

32. An office unit of The property comprises an office The property is 32,549,000
Damei Centre located unit with a gross floor area of currently

at No. 7 Qingnian approximately 678.1 sq.m. on 32th occupied by the (51.41% interest

Road, Chaoyang floor of Damei Centre, which is a  Offeror Group attributable to

District, Beijing City, 34-storey office building completed for office the Offeror

The PRC in 2015. purpose. Group:

16,733,000)

(AL 52-3) The land use rights of the property
have been granted for a term
expiring on 7 September 2060 for
office use.

Notes:

1. Pursuant to a Real Estate Title Certificate — Jing 2020 (Chao) Bu Dong Chan Quan Di No. 0087915, the
property with a gross floor area of approximately 678.1 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the

No. Property Description and tenure occupancy Valuation Date
RMB

33. A commercial unit of The property comprises a The property is 3,360,000

Linglong Bay Garden commercial unit with a gross floor currently
located at No. 778 area of approximately 240.00 sq.m. occupied by the (51.41% interest

Xiangzhang Road, on Ist floor of Linglong Bay Offeror Group attributable to
Yuhua District, Garden, which is a 31-storey office for retail the Offeror
Changsha City, building completed in 2010. purpose. Group:
Hunan Province, The 1,727,000)
PRC The land use rights of the property

have been granted for a term
(=) expiring on 17 October 2047 for

commercial use.

Notes:

1. Pursuant to a Real Estate Title Certificate — Xiang (2022) Chang Sha Shi Bu Dong Chan Quan Di No.
0208040, the property with a gross floor area of approximately 240.00 sq.m. are owned by Yichang HEC
Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.

— III-50 —



APPENDIX III

PROPERTY VALUATION REPORT

No.

34.

Notes:

1.

Property

A commercial unit of
No. 30 building of
Zhengda Guangming
City Phase III located
at West Yatai Street,
North Qingfeng
Road, East Jiutai
Road, and South
Tieyi Road,
Kuancheng District,
Changchun City, Jilin
Province, The PRC

(RF)

VALUATION CERTIFICATE

Description and tenure

The property comprises a
commercial unit with a gross floor
area of approximately 276.43 sq.m.
on Ist floor of 2-storey building of
Zhengda Guangming City Phase III
completed in 2012.

The land use rights of the property
have been granted for a term
expiring on 19 December 2056 for
other commercial use.

Market value
in existing state

Particulars of as at the
occupancy Valuation Date

RMB
The property is 3,317,000

currently
occupied by the
Offeror Group

(51.41% interest
attributable to

for retail the Offeror
purposes. Group:
1,705,000)

Pursuant to a Real Estate Title Certificate — Ji (2016) Chang Chun Shi Bu Dong Chan Quan Di No. 0006520,
the property with a gross floor area of approximately 276.43 sq.m. are owned by Yichang HEC Medical.

We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the

Offeror’s PRC legal advisers, which contains, inter alia, the following:

a.

The Offeror Group has obtained the real estate title certificate for the property. The ownership of the

property is clearly defined and free from any property disputes.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the

No. Property Description and tenure occupancy Valuation Date
RMB

35. 2 office units and 2 The property comprises 2 office The property is 9,222,000

car parking spaces of units with a total gross floor area  currently
Lifan Center — LFC  of approximately 488.99 sq.m. on  occupied by the (51.41% interest

located at No. § 7th floor and 2 car parking spaces  Offeror Group attributable to
Juxianyan Square, with total gross floor area of for office and the Offeror
Jiangbei District, approximately 78.86 sq.m. on car parking Group:
Chongqing City, The basement floor of Lifan Center —  purposes. 4,741,000)
PRC LFC, which is a 15-storey office

building completed in 2016.
()

The land use rights of the property

have been granted for a term

expiring on 15 May 2051 for

commercial and financial uses.

Notes:

1. Pursuant to 4 Real Estate Title Certificates — Yu (2017) Jiang Bei Qu Bu Dong Chan Quan Di No.
000001192, 000001056, 000001360 and 000001524, the property with a total gross floor area of
approximately 567.85 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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No.

36.

Notes:

VALUATION CERTIFICATE

Property Description and tenure

3 office units of The property comprises 3 office
Guanghua Yijia units with a total gross floor area
located at No. 98 of approximately 542.68 sq.m. on
Guanghua North 3rd  13th & 14th floors of Guanghua
Road, Qingyang Yijia, which is a 16-storey office

District, Chengdu building completed in 2014.

City, Sichuan

Province, The PRC The land use rights of the property
have been granted for a term

%)) expiring on 23 June 2051 for other
commercial use.

Particulars of
occupancy

The property is
currently
occupied by the
Offeror Group
for office
purpose.

Market value
in existing state
as at the
Valuation Date
RMB

5,970,000

(51.41% interest
attributable to
the Offeror
Group:
3,069,000)

1. Pursuant to 3 Real Estate Title Certificates — Chuang (2018) Cheng Du Shi Bu Dong Chan Quan Di Nos.
0235545,0235549 and 0235547, the property with a total gross floor area of approximately 542.68 sq.m. are
owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the

Offeror’s PRC legal advisers, which contains, inter alia, the following:

a.

The Offeror Group has obtained the real estate title certificate for the property. The ownership of the

property is clearly defined and free from any property disputes.
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VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the
No. Property Description and tenure occupancy Valuation Date
RMB
37. 2 office units of The property comprises 2 office The property is 4,393,000
Kailin Business units with a total gross floor area  currently
Center located at of approximately 439.27 sq.m. on  occupied by the (51.41% interest
No. 51 South Nongye 4th floor of Kailin Business Center, Offeror Group attributable to
Road, Zhengdong which is a 22-storey office building for office the Offeror
New District, completed in 2015. purpose. Group:
Zhengzhou City, 2,258,000)
Henan Province, The The land use rights of the property
PRC have been granted for a term
expiring on 22 January 2048 for
(SR commercial and financial uses.

Notes:

1. Pursuant to 2 Real Estate Title Certificates — Yu (2019) Zheng Zhou Shi Bu Dong Chan Quan Di
Nos.0006247 and 0006204, the property with a gross floor area of approximately 439.27 sq.m. are owned by
Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.

— III-54 —



APPENDIX III

PROPERTY VALUATION REPORT

VALUATION CERTIFICATE

Market value
in existing state

Particulars of as at the
No. Property Description and tenure occupancy Valuation Date
RMB
38. A commercial unit of The property comprises a The property is 7,209,000
Yue Fu located at commercial unit with a gross floor currently
No. 171 Suo Street,  area of approximately 333.77 sq.m. occupied by the (51.41% interest
Jianye District, on 2nd floor of Yue Fu, which is a Offeror Group attributable to
Nanjing City, Jiangsu 25-storey office building completed for retail the Offeror
Province, The PRC in 2016. purpose. Group:
3,706,000)
(i) The land use rights of the property
have been granted for a term
expiring on 3 May 2050 for retail
use.
Notes:

1. Pursuant to a Real Estate Title Certificate — Su (2018) Ning Jian Bu Dong Chan Quan Di No. 0024845, the
property with a gross floor area of approximately 333.77 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a. The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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No.

39.

Notes:

Property

An office unit of
Xinli Mansion
located at No. 300
Jinhuan Road, Xihu
District, Nanchang
City, Jiangxi
Province, The PRC

(FI B

VALUATION CERTIFICATE

Particulars of
Description and tenure occupancy

The property comprises an office The property is
unit with a gross floor area of currently
approximately 676.88 sq.m. on occupied by the
19th floor of Xinli Mansion, which Offeror Group
is a 41-storey office building for office
completed in 2017. purpose.

The land use rights of the property
have been granted for a term
expiring on 3 April 2051 for
commercial and financial uses.

Market value
in existing state
as at the
Valuation Date
RMB

7,446,000

(51.41% interest
attributable to
the Offeror
Group:
3,828,000)

1. Pursuant to a Real Estate Title Certificate — Gan (2020) Nan Chang Shi Bu Dong Chan Quan Di No.
1213545, the property with a gross floor area of approximately 676.88 sq.m. are owned by Yichang HEC
Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a.

The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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No.

40.

Notes:

Property

An office unit of
Wenzhou World
Trade Center located
at Danan Road,
Lucheng District,
Wenzhou City,
Zhejiang Province,
The PRC

()

VALUATION CERTIFICATE

Particulars of
Description and tenure occupancy

The property comprises an office The property is

unit with a gross floor area of currently
approximately 462.65 sq.m. on occupied by the
30th floor of Wenzhou World Offeror Group

Trade Center, which is a 72-storey for office
office building completed in 2005. purpose.

The land use rights of the property
have been granted for a term
expiring on 27 March 2053 for
commercial and financial uses.

Market value
in existing state
as at the
Valuation Date
RMB

6,477,000

(51.41% interest
attributable to
the Offeror
Group:
3,330,000)

1. Pursuant to a Real Estate Title Certificate — Zhe (2020) Wen Zhou Shi Bu Dong Chan Quan Di No. 0042022,
the property with a gross floor area of approximately 462.65 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a.

The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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No.

41.

Notes:

Property

An office unit of
Ningxing Wealth
Plaza located at
Lucheng District,
Jiangdong District,
Ningbo City,
Zhejiang Province,
The PRC

(B

VALUATION CERTIFICATE

Particulars of
Description and tenure occupancy

The property comprises an office The property is
unit with a gross floor area of currently
approximately 397.34 sq.m. on 5th  occupied by the
floor of Ningxing Wealth Plaza, Offeror Group
which is a 12-storey office building for office
completed in 2017. purpose.

The land use rights of the property
have been granted for a term
expiring on 16 March 2048 for
commercial and financial uses.

Market value
in existing state
as at the
Valuation Date
RMB

6,755,000

(51.41% interest
attributable to
the Offeror
Group:
3,473,000)

1. Pursuant to a Real Estate Title Certificate — Zhe (2020) Ning Bo Shi Bu Dong Chan Quan Di No. 0298117,
the property with a gross floor area of approximately 397.34 sq.m. are owned by Yichang HEC Medical.

2. We have been provided with a legal opinion dated on 21 March 2025 regarding the property interest by the
Offeror’s PRC legal advisers, which contains, inter alia, the following:

a.

The Offeror Group has obtained the real estate title certificate for the property. The ownership of the
property is clearly defined and free from any property disputes.
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1. RESPONSIBILITY STATEMENT

As at the Latest Practicable Date, the Offeror’s directors are Dr. ZHANG Yingjun, Dr. LI
Wenjia, Mr. Zhang Yushuai, Mr. TANG Xinfa, Mr. ZHU Yingwei, Mr. ZENG Xuebo, Ms.
DONG Xiaowei, Ms. WANG Lei, Dr. LI Xintian, Dr. MA Dawei, Dr. YIN Hang Hubert and
Dr. LIN Aimei. The directors of the Offeror jointly and severally accept full responsibility for
the accuracy of the information contained in this document (other than in relation to the
Company or the Directors in their capacity as such) and confirm, having made all reasonable
enquiries, that to the best of their knowledge, opinions expressed in this document (other than
those expressed by the Company or the Directors in their capacity as such) have been arrived
at after due and careful consideration and there are no other facts not contained in this
document the omission of which would make any of the statements in this document
misleading.

As at the Latest Practicable Date, the Board consists of Mr. JIANG Juncai, Mr. WANG
Danjin, Mr. LI Shuang and Mr. CHEN Hao as executive Directors; Mr. TANG Xinfa as non-
executive Director; and Mr. TANG Jianxin, Ms. XIANG Ling and Mr. LI Xuechen as
independent non-executive Directors. The Directors jointly and severally accept full
responsibility for the accuracy of the information contained in this document (other than in
relation to the Offeror or its directors in their capacity as such) and confirm, having made all
reasonable enquiries, that to the best of their knowledge, opinions expressed in this document
(other than those expressed by the Offeror or its directors in their capacity as such) have been
arrived at after due and careful consideration and there are no other facts not contained in this
document the omission of which would make any of the statements in this document
misleading.

2. SHARE CAPITAL
(a) Registered and issued share capital of the Company

As at the Latest Practicable Date, the registered and issued share capital of the
Company were as follows:

RMB
Registered share capital
653,767,700 H Shares of RMB1.00 each 653,767,700
226,200,000 Domestic Shares of RMB1.00 each 226,200,000
Total 879,967,700
Issued and fully paid:
653,767,700 H Shares of RMB1.00 each 653,767,700
226,200,000 Domestic Shares of RMB1.00 each 226,200,000
Total 879,967,700
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All of the Domestic Shares and H Shares currently in issue rank pari passu in all
respects with each other, including voting rights, right to receive dividend payment
(except that payment of dividend will be made in RMB to the holders of the Domestic
Shares and in Hong Kong dollars to H Shareholders) and capital (including right to return
of capital).

Since 31 December 2024, being the date of the last audited consolidated financial
statements of the Company, up to the Latest Practicable Date, the Company had not
issued any Shares.

There were not any outstanding options, derivatives, warrants, or any conversion
rights affecting the Shares issued by the Company as at the Latest Practicable Date and
the Company had not entered into any agreement for the issue of such options,
derivatives, warrants, or securities convertible or exchangeable into Shares, and the
Company had no other relevant securities (as defined in Note 4 to Rule 22 of the
Takeovers Code) as at the Latest Practicable Date.

(b) Listing

The H Shares are listed and traded on the Main Board of the Stock Exchange. No
part of the Shares is listed or dealt in, nor is any listing or permission to deal in the
Shares being or proposed to be sought, on any other stock exchange.

(c) Registered and issued share capital of the Offeror

As at the Latest Practicable Date, the registered and issued share capital of the
Offeror were as follows:

RMB
Registered share capital
463,943,215 domestic shares of RMB1.00 each 463,943,215
Issued and fully paid:
463,943,215 domestic shares of RMB1.00 each 463,943,215

All the domestic shares of the Offeror currently in issue rank pari passu in all
respects with each other, including voting rights, right to receive dividend payment and
capital (including right to return of capital).

All of the domestic shares of the Offeror and Offeror H Shares (when allotted and
issued) will rank pari passu in all respects with each other, including voting rights, right
to receive dividend payment (except that payment of dividend will be made in RMB to
the holders of the domestic shares and in Hong Kong dollars to the holders of the Offeror
H Shares) and capital (including right to return of capital).

-1V-2 -



APPENDIX IV GENERAL INFORMATION

Since 31 December 2024, being the date of the last audited consolidated financial
statements of the Offeror, up to the Latest Practicable Date, the Offeror had not issued any
shares.

There were not any outstanding options, derivatives, warrants, or any conversion rights
affecting the shares issued by the Offeror as at the Latest Practicable Date and the Offeror had
not entered into any agreement for the issue of such options, derivatives, warrants, or securities
convertible or exchangeable into its shares, and the Offeror had no other relevant securities (as
defined in Note 4 to Rule 22 of the Takeovers Code) as at the Latest Practicable Date.

There has been no reorganisation of the capital of the Offeror during the two financial
years preceding the date of commencement of the Offer Period save for the following:

(1) equity transfers and capital increases in:
(a) March 2022:

(i) Yichang HEC Research entered into an equity transfer agreement with
Shenzhen HEC Industrial, pursuant to which Yichang HEC Research
agreed to transfer 0.77% equity interest in the Offeror held by it to
Shenzhen HEC Industrial at a consideration of RMB2.160334 million, and

(i1) Shenzhen HEC Industrial entered into an equity transfer agreement with
Guangdong HEC, pursuant to which Shenzhen HEC Industrial agreed to
transfer 7.58% equity interest in the Offeror held by it to Guangdong HEC
(2.48% of which was agreed to be transferred at a consideration of RMBI1,
representing registered capital of RMB6,930,101 and 5.10% of which was
agreed to be transferred at a consideration of RMB910,171,779);

(b) June 2022:

(i) Guangdong HEC entered into an equity transfer agreement with Yichang
HEC Research, pursuant to which Guangdong HEC agreed to transfer
6.5505% equity interest in the Company held by it to Yichang HEC
Research at a consideration of RMB776,721,316. The parties agreed that
the consideration payable by Yichang HEC Research to Guangdong HEC
shall be settled by Yichang HEC Research’s transferring registered capital
of RMBI11,698,588 in the Offeror held by it at a consideration of
RMB776,721,316; and
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(c) March 2023:

(i) the Company entered into an equity transfer agreement with Shenzhen
HEC Industrial, pursuant to which the Company agreed to transfer 9.90%
equity interest in the Offeror held by it to Shenzhen HEC Industrial at a
consideration of RMB2,312,319,650; and

(i1) the registered capital of the Offeror increased to RMB290,176,716 and the
increased registered capital was subscribed by Shenzhen HEC Industrial at
a consideration of RMB850 million;

(2) The conversion of the Offeror into joint stock limited company and capital increase
in June 2023:

(i) the Offeror was converted from a limited liability company to a joint stock
limited company; and

(i) the registered capital of the Offeror was increased to RMB463,943,215 and the
increased registered capital of RMB13,943,215 was subscribed by Shenzhen
HEC Industrial at a consideration of RMB750 million.

The details relating to the above are set out on pages V-258 to V-263 of the section
headed “History, Development and Corporate Structure” of the Listing Document.
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3. MARKET PRICES

The table below sets out the closing price of the H Shares on the Stock Exchange on (1)
the last trading day of each of the calendar months during the Relevant Period, (2) the Last
Trading Day, and (3) the Latest Practicable Date:

Closing price

of each

Date H Share
(HKS$)

29 September 2023 6.68
31 October 2023 8.29
30 November 2023 9.56
29 December 2023 9.49
31 January 2024 8.47
29 February 2024 10.20
1 March 2024 (the Last Trading Day) 11.24
28 March 2024 10.88
30 April 2024 12.96
9 May 2024 (the last trading day before the date of the Announcement) 13.16
31 May 2024 9.90
28 June 2024 9.40
31 July 2024 9.27
30 August 2024 9.92
30 September 2024 9.54
31 October 2024 8.82
29 November 2024 9.08
31 December 2024 9.56
28 January 2025 9.19
28 February 2025 9.74
31 March 2025 9.69
30 April 2025 12,48
30 May 2025 13.90
27 June 2025 (the Latest Practicable Date) 14.90

During the Relevant Period, the highest closing price of the H Shares as quoted on the
Stock Exchange was HK$15.26 on 12 June 2025 and the lowest closing price of the H Shares
as quoted on the Stock Exchange was HK$6.27 on 9 October 2023.

Since the Offeror Shares are not (and have not been) listed on any stock exchange, there

is no readily available market price for the Offeror Shares. There has not been transaction in
the Offeror Shares during the Relevant Period.
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4.

DISCLOSURE OF INTERESTS IN THE SHARES OF THE COMPANY

(a) Interests of the Directors, supervisors and chief executive of the Company in the
securities of the Company and the securities of the associated corporations of
the Company

As at the Latest Practicable Date, save as disclosed below, none of the Directors,
supervisors and chief executive of the Company had any interests or short positions in the
Shares, underlying shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which were required to be (a)
notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests and short positions which they were taken or deemed
to have under such provisions of the SFO); or (b) recorded in the register required to be
kept by the Company under section 352 of the SFO; or (c) notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers as set out in Appendix C3 to the Listing Rules; or (d) disclosed under
the Takeovers Code:

Interests in the H Shares:

Approximate Approximate
Number of % of total % of total
H Shares issued H share issued share
Name of Directors Type of interest interested capital capital
Mr. TANG Xinfa Beneficial interest 130,400 (L) 0.02% 0.02%
(Non-executive
Director/Chairman)
Mr. LI Shuang Beneficial interest 66,800 (L) 0.01% 0.01%
(Executive Director)
Mr. WANG Danjin Beneficial interest 67,200 (L) 0.01% 0.01%
(Executive Director)
Mr. JIANG Juncai Beneficial interest 66,800 (L) 0.01% 0.01%
(Executive Director)
Mr. LI Xuechen Beneficial interest 4,000 (L) 0.00% 0.00%
(Independent Non-
executive Director)
Mr. WANG Shengchao  Beneficial interest 32,000 (L) 0.00% 0.00%
(Supervisor)
Mr. LUO Zhonghua Beneficial interest 66,800 (L) 0.01% 0.01%
(Supervisor)

Note: (L) represents long position.
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(b) Interests of substantial shareholders in the securities of the Company

As at the Latest Practicable Date, save as disclosed below, so far as known to the
Board, no persons (not being a director, supervisors or chief executive of the Company)
had interests or short positions in the Shares or underlying shares and debenture of the
Company which would fall to be disclosed to the Company and the Stock Exchange under
the provisions of Division 2 and 3 of Part XV of the SFO, or which were recorded in the
register required to be kept by the Company under section 336 of the SFO, or as

otherwise notified to the Company and the Stock Exchange:

Name of Shareholder

Class of Shares

Capacity/
Type of interests

Number of
Shares interested

Approximate %
in the relevant
class of Shares

The Offeror™ % 9 Domestic Shares ~ Beneficial interest 226,200,000 (L) 100%
H Shares Interest in 226,200,000 (L) 34.60%
controlled
corporation
HEC (Hong H Shares Beneficial interest 226,200,000 (L) 34.60%
Kong)(Nole 2, 4)
Shenzhen HEC Domestic Shares  Interest in 226,200,000 (L) 100%
Industrial "¢ controlled
corporation
H Shares Interest in 248,015,200 (L) 37.94%
controlled
corporation
Shaoguan Xinyuneng Domestic Shares  Interest in 226,200,000 (L) 100%
Industrial Investment controlled
Company corporation
Limited ™" 2 H Shares Interest in 248,015,200 (L) 37.94%
controlled
corporation
Ruyuan Yao Autonomous Domestic Shares  Interest in 226,200,000 (L) 100%
County Yuneng controlled
Electric Industrial Co., corporation
Ltd.(Nore 2 H Shares Interest in 248,015,200 (L) 37.94%
controlled
corporation
Ruyuan Yao Autonomous Domestic Shares  Interest in 226,200,000 (L) 100%
County Xinjing controlled
Technology corporation
Development Co., H Shares Interest in 248,015,200 (L) 37.94%
Ltd.Nere 2 controlled
corporation
Ms. GUO Domestic Shares  Interest in 226,200,000 (L) 100%
MeilanNe %) controlled
corporation
H Shares Interest in 248,015,200 (L) 37.94%
controlled
corporation
Mr. ZHANG Domestic Shares  Interest in 226,200,000 (L) 100%
Yushuai™* 9 controlled
corporation
H Shares Interest in 248,015,200 (L) 37.94%
controlled
corporation
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Approximate %

Approximate % in the total
Capacity/ Number of in the relevant issued share
Name of Shareholder Class of Shares  Type of interests Shares interested class of Shares capital
Ms. HUA Xiaoyi™ 7 Domestic Shares  Interest in 226,200,000 (L) 100% 25.71%
controlled
corporation
H Shares Interest in 248,015,200 (L) 37.94% 28.18%
controlled
corporation

Notes:
1. (L) represents long position.

2. As at the Latest Practicable Date, Shenzhen HEC Industrial held, directly and indirectly (through
Yichang HEC Medicine Co., Ltd.* (FERFEIEHEERGHERAT), its non-wholly owned
subsidiary), 38.57% equity interest in Guangdong HEC and is interested in another 14.11% equity
interest in Guangdong HEC through acting in concert arrangements, and Guangdong HEC (which
directly held 21,815,200 H Shares) is a controlled corporation of Shenzhen HEC Industrial; and
Shenzhen HEC Industrial directly owned 15.68% equity interest in the Offeror, and HEC (Hong
Kong) (which directly held 226,200,000 H Shares) is wholly-owned by the Offeror (a controlled
corporation of Shenzhen HEC Industrial). Therefore, Shenzhen HEC Industrial is deemed to be
interested in the Shares held by Guangdong HEC and HEC (Hong Kong) (248,015,200 H Shares
in total).

Ruyuan Yao Autonomous County Yuneng Electric Industrial Co., Ltd. owned 42.34% equity
interest in Shenzhen HEC Industrial and 58.00% equity interest in Shaoguan Xinyuneng Industrial
Investment Company Limited, which owned 27.01% equity interest in Shenzhen HEC Industrial,
therefore Ruyuan Yao Autonomous County Yuneng Electric Industrial Co., Ltd. is deemed to be
interested in the Shares which are interested by Shenzhen HEC Industrial.

Ruyuan Yao Autonomous County Xinjing Technology Development Co., Ltd. owned 30.66%
equity interest in Shenzhen HEC Industrial and 42.00% equity interest in Shaoguan Xinyuneng
Industrial Investment Company Limited, which owned 27.01% equity interest in Shenzhen HEC
Industrial, therefore Ruyuan Yao Autonomous County Xinjing Technology Development Co., Ltd.
is deemed to be interested in the Shares which are interested by Shenzhen HEC Industrial.

3. The Offeror pledged 226,200,000 Domestic Shares to a third-party lender, Shanghai Pudong
Development Bank, as collateral for the loan provided to it by Shanghai Pudong Development
Bank.

4. Reference is made to the announcements of the Company dated 8 March 2024 pursuant to Rule
3.7 of the Takeovers Code and dated 10 March 2025. On 8 March 2024 (after trading hours), the
Offeror and its wholly-owned subsidiary HEC (Hong Kong) entered into a share transfer
agreement pursuant to which HEC (Hong Kong) will, subject to the terms and conditions of such
agreement, transfer to the Offeror 226,200,000 H Shares (representing approximately 25.71% of
the total issued share capital of the Company) at a consideration of HK$9.14 per Share.
Completion of the transfer of the rights and obligations attached to, and the profit or loss arising
from, such H Shares has already taken place on 8§ March 2024. HEC (Hong Kong) further
undertakes that it will use its best endeavours to procure the Company to complete the updating
of the register of members of the Company in relation to such transfer of H Shares. Considering
that further time is required for obtaining regulatory approvals for the payment of the transfer
price, the Offeror and HEC (Hong Kong) have entered into a supplemental agreement on 28
February 2025 under which the Offeror will pay 10% of the transfer price within 180 days from
the date of obtaining the requisite approval from SAFE and the remaining transfer price in full
within 360 days from the date of obtaining the requisite approval from SAFE (which is expected
to be obtained after the Delisting, if successful). As at the Latest Practicable Date, the share
transfer has not yet been completed.
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As at the Latest Practicable Date, Ms. Guo Meilan owned 74.63% equity interest in Ruyuan Yao
Autonomous County Xinjing Technology Development Co., Ltd., therefore Ms. Guo Meilan is
deemed to be interested in the Shares which are interested by Ruyuan Yao Autonomous County
Xinjing Technology Development Co., Ltd.

As at the Latest Practicable Date, Ms. Guo Meilan owned 71.75% equity interest in Ruyuan Yao
Autonomous County Yuneng Electric Industrial Co., Ltd., therefore Ms. Guo Meilan is deemed to
be interested in the Shares which are interested by Ruyuan Yao Autonomous County Yuneng
Electric Industrial Co., Ltd..

As at the Latest Practicable Date, Mr. ZHANG Yushuai owned 27.45% equity interest in Ruyuan
Yao Autonomous County Yuneng Electric Industrial Co., Ltd., therefore Mr. ZHANG Yushuai is
deemed to be interested in the Shares which are interested by Ruyuan Yao Autonomous County
Yuneng Electric Industrial Co., Ltd..

As at the Latest Practicable Date, Mr. ZHANG Yushuai was the general partner and holds 90% of
the interest of Ruyuan Yao Autonomous County Shuaicai Investment Service Partnership (L.P.)*
GLIR¥ R ARG A B 5B % ERE%)), a limited partnership established under the
laws of the PRC and its general partner is Mr. Zhang Yushuai, which owned 0.5% equity interest
in Ruyuan Yao Autonomous County Yuneng Electric Industrial Co., Ltd..

Ms. Hua Xiaoyi is the spouse of Mr. Zhang Yushuai and, therefore, is deemed to be interested in
the Shares which are interested by Mr. Zhang Yushuai under the SFO.

(¢) Interests discloseable under Schedule II of the Takeovers Code

As at the Latest Practicable Date:

(1)

(2)

(3)

the Company was not interested in any relevant securities (as defined in Note 4
to Rule 22 of the Takeovers Code) in the Offeror, and the Company had not
dealt for value in the shares or relevant securities of the Offeror during the
Relevant Period;

save as disclosed under subsections (a) and (b) of this section, none of the
Directors was interested in any relevant securities (as defined in Note 4 to Rule
22 of the Takeovers Code) in the Company or the Offeror, or had dealt for
value in any relevant securities (as defined in Note 4 to Rule 22 of the
Takeovers Code) in the Company or the Offeror during the Relevant Period;

none of the subsidiaries of the Company, pension funds of the Company or of a
subsidiary of the Company, or any person who is presumed to be acting in
concert with the Company by virtue of class (5) of the definition of “acting in
concert” under the Takeovers Code or who is an associate of the Company by
virtue of class (2) of the definition of ‘“‘associate” under the Takeovers Code
owned or controlled any relevant securities (as defined in Note 4 to Rule 22 of
the Takeovers Code) in the Company or the Offeror, or had dealt for value in
any relevant securities (as defined in Note 4 to Rule 22 of the Takeovers Code)
in the Company or the Offeror during the Relevant Period;
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4)

(5)

(6)

(7)

save for the Merger Agreement, the Listing and the transactions contemplated
respectively thereunder, no person had any arrangement of the kind referred to
in Note 8 to Rule 22 of the Takeovers Code with (i) the Company, (ii) any
person who is presumed to be acting in concert with the Company by virtue of
classes (1), (2), (3) and (5) of the definition of ‘“‘acting in concert” or (iii) who
is an associate of the Company by virtue of classes (2), (3) and (4) of the
definition of “associate” under definitions of the Takeovers Code (the
“Relevant Persons”). The Directors and the financial adviser to the Company
are also not aware of any such arrangement between any other associates of the
Company and any other person.

Save as disclosed under subsections (a) and (b) of this section, none of such
persons who had any arrangement of the kind referred to in Note 8 to Rule 22
of the Takeovers Code with the Relevant Persons owned or controlled any
relevant shareholdings (as defined in Note 1 to paragraph 4 of Schedule I to the
Takeovers Code) in the Company or the Offeror.

None of such persons who had any arrangement of the kind referred to in Note
8 to Rule 22 of the Takeovers Code with the Relevant Persons had dealt for
value in the relevant shareholdings (as defined in Note 1 to paragraph 4 of
Schedule I to the Takeovers Code) in the Company or the Offeror during the
Offer Period and ending on the Latest Practicable Date;

no relevant securities (as defined in Note 4 to Rule 22 of the Takeovers Code)
in the Company or the Offeror were managed on a discretionary basis by fund
managers connected with the Company, and none of them had dealt for value in
any relevant securities in the Company or the Offeror during the Relevant
Period;

Of the Directors who hold Shares, (i) Mr. Tang Xinfa, the Company’s non-
executive Director and an Offeror director thus a Concert Party of the Offeror,
intends, with respect to his beneficial shareholdings in the Company, to vote in
favour of the Merger at the EGM and to abstain from voting at the H
Shareholders’ Class Meeting (due to him not being an Independent H
Shareholder for the purpose of the H Shareholders’ Class Meeting); and (ii)
Mr. Jiang Juncai, Mr. Wang Danjin, Mr. Li Shuang and Mr. Li Xuechen, each a
Director, intend, with respect to their respective beneficial shareholdings in the
Company, to vote in favour of the Merger at the EGM and the H Shareholders’
Class Meeting. Save for the Directors mentioned in this paragraph, none of the
Directors holds any Shares; and

none of the Company or the Directors had borrowed or lent any relevant
securities (as defined in Note 4 to Rule 22 of the Takeovers Code) in the
Company or the Offeror.

- IV-10 -



APPENDIX IV GENERAL INFORMATION

S.

DISCLOSURE OF INTERESTS IN THE SHARES OF THE OFFEROR AND THE
COMPANY

(a) Interests of the Offeror in the Company

As at the Latest Practicable Date:

(1)

(2)

the Offeror held approximately 51.41% of the Shares, comprising (a) a direct
shareholding of 226,200,000 Domestic Shares (representing all of the Domestic
Shares in issue and approximately 25.71% of the total issued share capital of
the Company) and (b) an indirect shareholding of 226,200,000 H Shares
through its wholly-owned subsidiary HEC (Hong Kong) (representing
approximately 34.60% of the total number of H Shares in issue and
approximately 25.71% of the total issued share capital of the Company). Other
than this, the Offeror holds no other relevant securities (as defined in Note 4 to
Rule 22 of the Takeovers Code) of the Company.

the following parties acting in concert with the Offeror were interested in the
Shares in the following manner:

(i) Guangdong HEC directly held 21,815,200 H Shares (representing
approximately 3.34% of the total number of H Shares in issue and
approximately 2.48% of the total issued share capital of the Company).

(i) Mr. Tang Xinfa, the Company’s non-executive Director and an Offeror
director, held approximately 0.01% of the Shares (comprising direct
shareholding of 130,400 H Shares).

(b) Interests discloseable under Schedule I to the Takeovers Code

As at the Latest Practicable Date:

(1)

(2)

save for as set out in the paragraph headed *“Shareholding in the Company” in
the Letter to the Board above, the directors of the Offeror were not interested
(within the meaning of Part XV of the SFO) in any Offeror Shares, Shares, or
any convertible securities, warrants, options or derivatives in respect of the
Offeror Shares or Shares;

save for the existing shareholding of the parties acting in concert with the
Offeror as set out in the paragraph headed “Shareholding in the Company” in
the Letter to the Board above, none of the Offeror or parties acting in concert
with it owned or had control or direction over any interests in the Offeror
Shares, Shares, options, derivatives, warrants, other securities convertible into
Offeror Shares or Shares, or other relevant securities (as defined in Note 4 to
Rule 22 of the Takeovers Code) of the Offeror or the Company, excluding
Offeror Shares or Shares held on behalf of non-discretionary investment clients
of the CICC group;
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3)

(4)

(5)

(6)

(7)

no one who owned or controlled shares, convertible securities, warrants, options
or derivatives in respect of the Offeror Shares or Shares had irrevocably
committed to vote in favour of or against the resolutions at the H Shareholders’
Class Meeting and/or at the EGM, or to accept or reject the Merger;

save for the Merger Agreement, the Listing, the share transfer agreement dated
8 March 2024 between the Offeror and its wholly-owned subsidiary HEC (Hong
Kong) relating to the transfer of 226,200,000 H Shares to the Offeror and the
transactions contemplated respectively thereunder, no person had any
arrangement of the kind referred to in Note 8 to Rule 22 of the Takeovers Code
with the Offeror or any parties acting in concert with it. The directors of the
Offeror and the financial adviser to the Offeror are also not aware of any such
arrangement between any other associates of the Offeror and any other person.

Save as disclosed in the paragraph headed ‘““Shareholding in the Company” in
the Letter to the Board above and under subsections (a) and (b) of the section
headed “4. DISCLOSURE OF INTERESTS IN THE SHARES OF THE
COMPANY” of this Appendix IV, none of such persons who had any
arrangement of the kind referred to in Note 8 to Rule 22 of the Takeovers Code
with the Offeror or any parties acting in concert with it owned or controlled any
relevant shareholdings (as defined in Note 1 to paragraph 4 of Schedule I to the
Takeovers Code) in the Company or the Offeror.

None of such persons who had any arrangement of the kind referred to in Note
8 to Rule 22 of the Takeovers Code with the Offeror or any parties acting in
concert with it had dealt for value in the relevant shareholdings (as defined in
Note 1 to paragraph 4 of Schedule I to the Takeovers Code) in the Company or
the Offeror during the Relevant Period;

there was no agreement or arrangement (other than the Merger Agreement, the
Listing and the transactions contemplated thereunder) to which the Offeror was
a party which relates to the circumstances in which the Offeror might or might
not invoke or seek to invoke a Pre-Condition or Condition of the Merger;

there was no consideration, compensation or benefit in whatever form paid or to
be paid by the Offeror or any parties acting in concert with it to the H
Shareholders in relation to the Merger, other than the issue of the Offeror H
Shares;

save for the share transfer agreement dated 8 March 2024 between the Offeror
and its wholly-owned subsidiary HEC (Hong Kong) relating to the transfer of
226,200,000 H Shares to the Offeror and the supplemental agreement on 28
February 2025 in connection therewith, there was no understanding,
arrangement or agreement or special deal (as defined under Rule 25 of the
Takeovers Code) between (i) any Shareholder; and (ii)(a) the Offeror or any
parties acting in concert with it or (b) the Company, its subsidiaries or
associated companies as at the Latest Practicable Date;
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(8)

)

none of the Offeror or any parties acting in concert with it had borrowed or lent
any relevant securities (as defined in Note 4 to Rule 22) in the Offeror or the
Company; and

none of the Offeror and any parties acting in concert with it (including but not
limited to directors of the Offeror) had dealt for value in any Shares or Offeror
Shares, or any convertible securities, warrants, options or derivatives in respect
of the Shares or Offeror Shares (excluding non-proprietary trades conducted by
members of the CICC group for and on behalf of clients of the CICC group)
during the Relevant Period.

(c) Disclosure of redemption or buy-back of interests in the Offeror and share
issuance by the Offeror

(1)

(2)

During the period of six months before the date of commencement of the Offer
Period and since the end of the last financial year of the Offeror, the Offeror
has not redeemed or bought back any interests in the Offeror Shares, options,
derivatives, warrants, other securities convertible into Offeror Shares or other
relevant securities (as defined in Note 4 to Rule 22 of the Takeovers Code).

Since 31 December 2024, being the date of the last audited consolidated
financial statements of the Offeror, up to the Latest Practicable Date, the
Offeror had not issued any shares.

6. ARRANGEMENTS IN CONNECTION WITH THE MERGER

(1) Arrangements affecting the Directors

As at the Latest Practicable Date:

(1)

(ii)

(ii1)

no benefit (save for statutory compensation required under applicable laws)
would be given to any Director as compensation for loss of office or otherwise
in connection with the Merger;

save for the Merger, there were no agreements or arrangements between any
Director and any other person which was conditional on or dependent upon the
outcome of the Merger or otherwise connected with the Merger; and

there were no material contracts entered into by the Offeror in which any
Director had a material personal interest.
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(2) Arrangements with the Company in connection with the Merger

3

(1)

(i1)

The emolument of the Directors will not be affected by the Merger or by any
associated transactions.

As at the Latest Practicable Date, no person who owned or controlled any
Shares or any convertible securities, warrants, options or derivatives in respect
of the Shares had irrevocably committed themselves to vote their Shares in
favour of or against the resolutions at the H Shareholders’ Class Meeting and/or
at the EGM, or to accept or reject the Merger.

Arrangement with the Offeror in connection with the Merger

(1)

(ii)

(iii)

(iv)

The emolument of the directors of the Offeror will not be affected by the
Merger or by any associated transactions.

Save for the Merger Agreement, the Listing and the transactions contemplated
thereunder, there was no agreement, arrangement or understanding (including
any compensation arrangement) between the Offeror or any person acting in
concert with it on the one hand and any of the Directors, recent Directors,
Shareholders or recent Shareholders on the other hand having any connection
with or dependence upon the Merger.

Save for the Merger Agreement, the Listing and the transactions contemplated
thereunder, there was no agreement or arrangement to which the Offeror is a
party which relate to the circumstances in which it may or may not invoke or
seek to invoke a Pre-Condition or Condition of the Merger.

As at the Latest Practicable Date, the Offeror did not have any intention to
transfer, charge or pledge any Shares to be acquired pursuant to the Merger to
any other person.

7. INDEBTEDNESS OF THE OFFEROR GROUP

For details of the statement of indebtedness of the Offeror Group, please refer to the
section headed “Financial Information” of the Listing Document (pages V-544 to V-614 of the
Listing Document).

Save as disclosed in this section, the Offeror Group did not have any material mortgages,

charges, debentures, loan capital, debt securities, loans, bank overdrafts or other similar

indebtedness, finance lease or hire purchase commitments, liabilities under acceptance (other

than normal trade bills), acceptance credits, which are either guaranteed, unguaranteed, secured
or unsecured, or guarantees or other contingent liabilities as of 30 April 2025; and the directors
of the Offeror confirm that there had been no material change in indebtedness since 30 April
2025 up to and including the Latest Practicable Date.
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8. FINANCIAL INFORMATION OF THE OFFEROR GROUP

For details of the financial information of the Offeror Group, please refer to the section
headed ‘““Financial Information™ of the Listing Document (pages V-544 to V-614 of the Listing
Document) and the accountants’ report from KPMG, the text of which is set out in Appendix I
to the Listing Document (pages V-I-1 to V-I-91 of the Listing Document).

The management of the Offeror is of the view that, other than the following material
items of income or expense disclosed in (1) the consolidated statements of profit or loss and
(2) the notes of the Historical Financial Information (as defined in Appendix V — Listing
Document to this document) in accordance with the requirements of IAS 1, there are no other
items of income or expense which are material for each of the three years ended 31 December
2022, 2023 and 2024.

Year Material items of income or expense
The year ended Revenue, cost of sales, other (losses)/income,
31 December 2024 distribution costs, administrative expenses, research

and development costs, reversals/(recognition) of
impairment loss on trade and other receivables,
finance costs, income tax, government grants, interest
income from bank deposits and investments,
impairment loss on intangible assets, interest on bank
loans and other borrowings, salaries, wages, bonuses
and benefits, equity-settled share-based payment
expenses, contributions to defined contribution
retirement benefit schemes, depreciation, amortisation,
cost of inventories sold, write-down of inventories,
purchase of goods from related parties, and receive
services from related parties

The year ended Revenue, cost of sales, other (losses)/income,
31 December 2023 distribution costs, administrative expenses, research
and development costs, finance costs, income tax,
government grants, interest income from bank deposits
and investments, fair value change on derivative
financial instruments embedded in convertible bonds,
impairment loss on intangible assets, interest on
convertible bonds, interest on bank loans and other
borrowings, salaries, wages, bonuses and benefits,
equity-settled share-based payment expenses,
contributions to defined contribution retirement benefit
schemes, depreciation, amortisation, cost of
inventories sold, purchase of goods from related
parties, interest income from related parties, and
receive services from related parties

- IV-15 -



APPENDIX IV GENERAL INFORMATION

Year Material items of income or expense
The year ended Revenue, cost of sales, other (losses)/income,
31 December 2022 distribution costs, administrative expenses, research

and development costs, finance costs, income tax,
government grants, fair value change on derivative
financial instruments embedded in convertible bonds,
impairment loss on intangible assets, impairment loss
on goodwill, net foreign exchange loss, interest on
convertible bonds, interest on financial instruments
with preferential rights issued to investors, salaries,
wages, bonuses and benefits, contributions to defined
contribution retirement benefit schemes, depreciation,
amortisation, cost of inventories sold, interest on bank
loans and other borrowings, interest on non-trade
payables, write-down of inventories, purchase of
goods from related parties, interest expense to related
parties, and interest income from related parties

The accountants’ report from KPMG for each of the financial years ended 31 December
2022, 2023 and 2024 did not contain any modified opinion, emphasis of matter or material
uncertainty related to going concern.

9. MATERIAL CHANGE OF THE OFFEROR

The directors of the Offeror confirm that, as at the Latest Practicable Date, save for the
disclosure contained in the “Summary” section of the Listing Document (page V-37 of the
Listing Document) regarding the decrease in the Offeror Group’s revenue for the first quarter
of 2025 by 40.6% as compared with the first quarter of 2024 based on the unaudited
management accounts of the Offeror Group for the three months ended 31 March 2025 which
in turn had a greater adverse impact on its profitability in the first quarter of 2025, there was
no material change in the financial position or trading position or outlook of the Offeror Group
since 31 December 2024, being the date to which the latest published audited consolidated
financial statements of the Offeror Group were made up, up to and including the Latest
Practicable Date.

The estimate of the profit of the Offeror Group contained in the paragraph above
constitutes a profit forecast under Rule 10 of the Takeovers Code and are reported by CICC
and KPMG in accordance with the requirements under the Takeovers Code. The reports from
CICC and KPMG are set out in Appendix IIA to this document (pages ITA-5 to IIA-8 of this
document). The reports from CICC and KPMG have been lodged with the Executive.
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10.

PROPERTY INTERESTS AND PROPERTY VALUATION REPORT

Asia-Pacific Consulting and Appraisal Limited has valued the property interests of the

Offeror Group as at 31 March 2025. The text of the letter, summary of values and the
valuation certificates are set out in Appendix III to this Composite Document.

11.

12.

MATERIAL CONTRACTS
(a) Group

The Company and its subsidiaries have not entered into any material contract (being
the contracts not entered into in the ordinary course of business carried on or intended to
be carried on by the Group) within two years before the Offer Period.

(b) Offeror Group

The Offeror and its subsidiaries have not entered into any material contract (being
the contracts not entered into in the ordinary course of business carried on or intended to
be carried on by the Offeror Group) within two years before the Offer Period.

MATERIAL LITIGATION
(a) Group

As at the Latest Practicable Date, neither the Company nor any of its subsidiaries
was engaged in any litigation, arbitration or claim of material importance and no
litigation, arbitration or claim of material importance was pending or threatened by or
against the Company or any of its subsidiaries.

(b) Offeror Group

As at the Latest Practicable Date, neither the Offeror nor any of its subsidiaries was
engaged in any litigation, arbitration or claim of material importance and no litigation,
arbitration or claim of material importance was pending or threatened by or against the
Offeror or any of its subsidiaries.
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13. EXPERTS’ QUALIFICATIONS AND CONSENTS

The following are the names and qualifications of the experts whose letter, opinions or
advice are contained or referred to in this document:

Name

CICC

GF Capital (Hong Kong)
Limited

China Sunrise Capital Limited

KPMG

Gram Capital

Asia-Pacific Consulting and
Appraisal Limited

Qualifications

The financial adviser to the Offeror in respect of the
Merger, a licensed corporation under the SFO, licensed
to carry out Type 1 (dealing in securities), Type 2
(dealing in futures contracts), Type 4 (advising on
securities), Type 5 (advising on futures contracts) and
Type 6 (advising on corporate finance) regulated
activities under the SFO

The financial adviser to the Company in respect of the
Merger, a licensed corporation under the SFO, licensed
to carry out Type 6 (advising on corporate finance)
regulated activity under the SFO

The Valuation Adviser, a licensed corporation under
the SFO, licensed to carry out Type 6 (advising on
corporate finance) regulated activity under the SFO

Certified Public Accountants

The Independent Financial Adviser, a licensed
corporation to carry out Type 6 (advising on corporate
finance) regulated activity under the SFO

An independent property valuer

Each of the above experts has given and has not withdrawn its written consent to the issue
of this document with (where applicable) the inclusion therein of its opinions or reports, and
the references to its name, opinions or reports in the form and context in which they

respectively appear.
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14. SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors had any existing service contract
with the Company or any of its subsidiaries or associated companies which (i) (including both
continuous and fixed-term contracts) had been entered into, or amended within six months
before the date of commencement of the Offer Period; (ii) was a continuous contract with a
notice period of 12 months or more; (iii) was a fixed term contract with more than 12 months
to run irrespective of the notice period; or (iv) was not determinable by the Company within
one year without payment of compensation (other than statutory compensation).

15. OTHER INFORMATION

(I) The registered address of the Offeror is 1 Industrial North Road, Songshan Lake
Park, Dongguan City, Guangdong Province, the PRC and the address of the Offeror’s
principal office in Hong Kong is 40/F, Dah Sing Financial Centre, 248 Queen’s Road
East, Wanchai, Hong Kong.

(2) The directors of the Offeror are Dr. ZHANG Yingjun, Dr. LI Wenjia, Mr. Zhang
Yushuai, Mr. TANG Xinfa, Mr. ZHU Yingwei, Mr. ZENG Xuebo, Ms. DONG
Xiaowei, Ms. WANG Lei, Dr. LI Xintian, Dr. MA Dawei, Dr. YIN Hang Hubert and
Dr. LIN Aimei.

(3) The principal members of the Offeror’s concert group include (i) Guangdong HEC,
(i1) HEC (Hong Kong); (iii) Mr. Tang Xinfa; (iv) Ms. Guo Meilan; (v) Mr. Zhang
Yushuai; (vi) Shenzhen HEC Industrial; (vii) Mr. Tang Xinfa; (viii) Mr. Lu Yuxin;
(ix) Mr. Zhang Hongwei; (x) Mr. Zhu Yingwei; (xi) Mr. Deng Xinfa; and (xii) Mr.
Qian Xifeng. Details (including directors) of the principal members of the Offeror’s
concert group are as follows:

Registered Office/
Corresponding Address

Name of principal

member Directors

Guangdong HEC Mr.

ZHANG Hongwei

Hougongdu,

Mr. DENG Xinhua Rucheng Town,

Mr. LI Yitao Ruyuan Yao

Mr. HU Laiwen Autonomous County,
Mr. ZHANG Guangmang Shaoguan City,

Mr.
Mr.
Mr.
Mr.

WANG Wenjun
QIN Jiwei

FU Hailiang
XIE Bin
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Name of principal
member

HEC (Hong Kong)

Mr. Tang Xinfa

Ms. Guo Meilan

Mr. Zhang Yushuai

Shenzhen HEC
Industrial

Directors

Mr. WANG Xuming

N/A

NA

NA

Mr. ZHANG Yushuai
Mr. TANG Xinfa

Mr. LU Yuxin

Ms. GUO Meilan

Mr. ZHANG Hongwei
Mr. ZHU Yingwei
Mr. DENG Xinfa

Mr. QIAN Xifeng
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Registered Office/
Corresponding Address

Room 06, 13A/F.,
South Tower,

World Finance Centre,
Harbour City,

17 Canton Road,
Tsim Sha Tsui,
Kowloon, Hong Kong

West Fourth Floor,
Building 106,

Huafa North Road,
Futian District,
Shenzhen City,
Guangdong Province,
the PRC

E-25, Dongfang Garden,
No. 9017 Shennan Avenue,
Dongfang Community,
Shahe Subdistrict,
Nanshan District,
Shenzhen City,

Guangdong Province,

the PRC

E-25, Dongfang Garden,
No. 9017 Shennan Avenue,
Dongfang Community,
Shahe Subdistrict,
Nanshan District,
Shenzhen City,

Guangdong Province,

the PRC

E-25, Dongfang Garden,
No. 9017 Shennan Avenue,
Dongfang Community,
Shahe Subdistrict,
Nanshan District,
Shenzhen City,
Guangdong Province,

the PRC



APPENDIX IV

GENERAL INFORMATION

Name of principal
member

Mr. TANG Xinfa

Mr. Lu Yuxin

Mr. Zhang Hongwei

Mr. Zhu Yingwei

Mr. Deng Xinfa

Registered Office/
Directors Corresponding Address

NA E-25, Dongfang Garden,
No. 9017 Shennan Avenue,
Dongfang Community,
Shahe Subdistrict,
Nanshan District,
Shenzhen City,
Guangdong Province,
the PRC

NA E-25, Dongfang Garden,
No. 9017 Shennan Avenue,
Dongfang Community,
Shahe Subdistrict,
Nanshan District,
Shenzhen City,
Guangdong Province,
the PRC

NA E-25, Dongfang Garden,
No. 9017 Shennan Avenue,
Dongfang Community,
Shahe Subdistrict,
Nanshan District,
Shenzhen City,
Guangdong Province,
the PRC

NA E-25, Dongfang Garden,
No. 9017 Shennan Avenue,
Dongfang Community,
Shahe Subdistrict,
Nanshan District,
Shenzhen City,
Guangdong Province,
the PRC

NA E-25, Dongfang Garden,
No. 9017 Shennan Avenue,
Dongfang Community,
Shahe Subdistrict,
Nanshan District,
Shenzhen City,
Guangdong Province,
the PRC
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(4)

(5)

(6)

)

(®)

)

Name of principal Registered Office/
member Directors Corresponding Address
Mr. Qian Xifeng NA E-25, Dongfang Garden,

No. 9017 Shennan Avenue,
Dongfang Community,
Shahe Subdistrict,
Nanshan District,
Shenzhen City,

Guangdong Province,

the PRC

CICC is the financial adviser to the Offeror in relation to the Merger and its address
is 29/F, One International Finance Centre, 1 Harbour View Street, Central, Hong
Kong.

GF Capital is the financial adviser to the Company in relation to the Merger and its
address is 27/F, GF Tower, 81 Lockhart Road, Wan Chai, Hong Kong.

The registered office address of the Company is No. 38 Binjiang Road, Yidu,
Yichang, Hubei Province, the PRC and the principal place of business of the
Company in Hong Kong is 40th Floor, Dah Sing Finance Centre, No. 248 Queen’s
Road East, Wanchai, Hong Kong.

As at the Latest Practicable Date, the Board comprised Mr. JIANG Juncai, Mr.
WANG Danjin, Mr. LI Shuang and Mr. CHEN Hao as executive Directors; Mr.
TANG Xinfa as non-executive Director; and Mr. TANG Jianxin, Ms. XIANG Ling
and Mr. LI Xuechen as independent non-executive Directors.

The address of the Independent Financial Adviser, Gram Capital, is Room 1209,
12/F, Nan Fung Tower, 173 Des Voeux Road Central, Central, Hong Kong.

The address of the independent property valuer, Asia-Pacific Consulting and
Appraisal Limited, is Flat/Rm A 12/F, Kiu Fu Commercial Building, 300 Lockhart
Road, Wan Chai, Hong Kong.

(10) In case of inconsistency, the English version of this document shall prevail over the

Chinese version.
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16. DOCUMENTS ON DISPLAY

Copies of the following documents are available on display (1) on the website of the
Company at www.hec-changjiang.com; (2) on the website of the Offeror at
www.hecpharm.com; (3) on the website of the SFC at www.sfc.hk; and (4) on the website of
the Stock Exchange (www.hkexnews.com.hk) from the time this document is published until
the date on which the Offer Period ends:

(D
(2)
(3)

4)

(5

(6)

(7

(&)

9

(10)

(1D

(12)

the Articles;
the articles of association of the Offeror;

the audited consolidated financial statements of the Offeror Group for each of the
financial years ended December 31, 2022, 2023 and 2024;

the annual reports containing the consolidated financial statements of the Group for
each of the financial years ended 31 December 2022, 2023 and 2024;

the letter from the Board, the full text of which is set out in this document from
pages 19 to 64;

the letter from the Independent Board Committee, the full text of which is set out in
this document on pages IBC-1 to IBC-2;

the letter from Gram Capital, the full text of which is set out in this document from
pages IFA-1 to IFA-54;

the Valuation Report from China Sunrise Capital Limited, the full text of which is
set out in Appendix II to this document;

the report from CICC on the Valuation Report in accordance with Rules 10.3(b) and
11.1(b) of the Takeovers Code, the full text of which is set out in Appendix II of this
document;

the report from KPMG on the Valuation Report in accordance with Rules 10.3(b)
and 11.1(a) of the Takeovers Code, the full text of which is set out in Appendix II to
this document;

the valuation report from China Sunrise Capital Limited appended to the
Announcement;

the report from CICC on the valuation report appended to the Announcement in
accordance with Rules 10.3(b), 11.1(a) and 11.1(b) of the Takeovers Code, the full
text of which is set out in Appendix II to this document;
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(13) the report from KPMG on the valuation report appended to the Announcement in
accordance with Rules 10.3(b) and 11.1(a) of the Takeovers Code, the full text of
which is set out in Appendix II to this document;

(14) the report from GF Capital on the profit estimate of the Group in accordance with
Rule 10 of the Takeovers Code, the full text of which is set out in Appendix IIA to
this document;

(15) the report from KPMG on the profit estimate of the Group in accordance with Rule
10 of the Takeovers Code, the full text of which is set out in Appendix IIA to this
document;

(16) the report from CICC on the profit estimate of the Offeror Group in accordance with
Rule 10 of the Takeovers Code, the full text of which is set out in Appendix ITA to
this document;

(17) the report from KPMG on the profit estimate of the Offeror Group in accordance
with Rule 10 of the Takeovers Code, the full text of which is set out in Appendix
IIA to this document;

(18) the property valuation report from Asia-Pacific Consulting and Appraisal Limited,
the full text of which is set out in Appendix III to this document;

(19) the Listing Document, the full text of which is set out in Appendix V to this
document;

(20) copies of each document as set out in the section headed ‘“Appendix VII —
Documents Available on Display” of Appendix V — Listing Document (pages V-
VII-1 to V-VII-2 of the Listing Document) to this document (which are not
otherwise included in this section as documents on display), including:

(a) the articles of association of the Offeror as amended, supplemented or otherwise
modified from time to time, conditionally adopted on December 11, 2024 with
effect from the date of Listing;

(b) the accountants’ report from KPMG, the text of which is set out in Appendix I
to the Listing Document;

(c) the report on the unaudited pro forma financial information of the Offeror
Group from KPMG, the text of which is set out in Appendix II to the Listing
Document;

(d) the PRC legal opinion issued by Jia Yuan Law Offices, the Offeror’s PRC legal
advisor in respect of the Offeror’s general matters and property interests in the
PRC;
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(e)

()

()

(h)

(1)

the industry report issued by Frost & Sullivan (Beijing) Inc., Shanghai Branch
Co., the summary of which is set forth in the section headed ‘Industry
Overview” in the Listing Document;

the material contracts referred to in the section headed “Statutory and General
Information — B. Further Information about our Business — 1. Summary of
Material Contracts” in Appendix VI to the Listing Document;

the service contracts referred to in the section headed “Statutory and General
Information — C. Further Information about our Directors, Supervisors and
Substantial Shareholders — 1. Directors, Supervisors and Chief Executive —
(i1) Particulars of service agreements and appointment letters” in Appendix VI
to the Listing Document;

the written consents referred to in the section headed “Statutory and General
Information — E. Other Information — 8. Consent of Experts” in Appendix VI
to the Listing Document; and

copies of the following PRC laws, together with the unofficial English
translations thereof’:

(i) the PRC Company Law;
(i1) the PRC Securities Law;
(iii) the Trial Measures; and

(iv) the Guidelines for Articles of Association of Listed Companies.

(21) the written consent referred to in the section headed “13. Experts’ Qualifications and
Consents” in this Appendix IV; and

(22) this document.
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IMPORTANT

IMPORTANT: If you are in any doubt about any of the contents of this Listing Document, you should
obtain independent professional advice.

@ j‘* ¢ g I
SUNSHINE LAKE PHARMA CO., LTD.
BERREAEZZROERLF

(A joint stock company incorporated in the People’s Republic of China with limited liability)
Stock code: 6887

LISTING BY WAY OF INTRODUCTION OF H SHARES OF
SUNSHINE LAKE PHARMA CO., LTD.
ON THE MAIN BOARD OF
THE STOCK EXCHANGE OF HONG KONG LIMITED

Nominal Value RMB1.00 each

Sole Sponsor

O CICCtheA7)

Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities
Clearing Company Limited take no responsibility for the contents of this Listing Document, make no representation as to
its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of this Listing Document.

This Listing Document is published in connection with the Introduction on the Main Board of the Stock Exchange and
contains particulars given in compliance with the Securities and Futures (Stock Market Listing) Rules (Chapter 571V of the
Laws of Hong Kong) and the Listing Rules solely for the purpose of giving information with regard to the Company and
its subsidiaries.

This Listing Document does not constitute an offer of, nor is it calculated to invite offers for, shares or other securities
of the Company, nor have any such shares or other securities been allotted with a view to any of them being offered
for sale to or subscription by the public.

Your attention is drawn to the section headed “Risk Factors” of this Listing Document.

Information regarding the proposed arrangements for the listing and registration of, and for dealings and settlement of
dealings in, the H Shares following the Introduction is set out in the section headed “Information about this Listing
Document and the Introduction” of this Listing Document.

The H Shares have not been and will not be registered under the U.S. Securities Act or any state securities laws of the United

States and will be issued in reliance on the exemption from the registration requirements of the U.S. Securities Act, and in
reliance on applicable exemptions under U.S. state securities laws.
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EXPECTED TIMETABLE

Latest time for lodging transfers of HEC CJ Pharm
H Shares in order to be entitled to attend and
vote at the HEC CJ Pharm EGM and the HEC
CJ Pharm H Shareholders’ Class Meeting . ......................... 4:30 p.m. on
Thursday, July 17, 2025

Closure of registers for transfers of HEC CJ
Pharm Shares for determination of the HEC CJ
Pharm Shareholders entitled to attend and vote
at the HEC CJ Pharm EGM and the HEC CJ
Pharm H Shareholders’ Class Meeting . .................... Friday, July 18, 2025 to
Monday, July 21, 2025
(both dates inclusive)

Latest time for lodging forms of proxy in respect of the:

HEC CJ Pharm EGM . . . .. .. . e 9:00 a.m. on
Sunday, July 20, 2025

HEC CJ Pharm H Shareholders’ Class Meeting .. ................... 9:30 a.m. on
Sunday, July 20, 2025

Record date for HEC CJ Pharm Shareholders for
the HEC CJ Pharm EGM and the HEC CJ Pharm
H Shareholders for the HEC CJ Pharm H Shareholders’
Class Meeting . ... ...ttt e Monday, July 21, 2025

HEC CJ Pharm EGM . .. ... . e 9:00 a.m. on
Monday, July 21, 2025

HEC CJ Pharm H Shareholders’ Class Meeting . ........................ 9:30 a.m. on
Monday, July 21, 2025

or immediately after the conclusion of

the HEC CJ Pharm EGM

or any adjournment

thereof on Monday, July 21, 2025

Announcement of the results of the HEC
CJ Pharm EGM and the HEC CJ Pharm
H Shareholders’ Class Meeting published
on the Stock Exchange’s website and HEC
CJ Pharm’s website . . . . . ...t by 7:00 p.m. on
Monday, July 21, 2025

Expected date for all Conditions to
effectiveness to be satisfied® ... ... ... . ... .. ... Monday, July 21, 2025
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EXPECTED TIMETABLE

Announcement of the satisfaction of all
Conditions to effectiveness, last day for
dealings in HEC CJ Pharm H Shares and
expected date of withdrawal of listing
of HEC CJ Pharm H Shares® .. ... ... ... ... ... . ... ...... Monday, July 21, 2025

Resumption of registers for transfer of
HEC CJ Pharm Shares . .......... .. . .. Tuesday, July 22, 2025

Each of the Company and HEC CJ
Pharm notifies its creditors and makes a

public announcement of the Merger pursuant
to the PRC Company Law .. ... . ... . . . . .. within 10 days
(for notice to creditors)
and 30 days (for the announcement)
following the HEC CJ Pharm EGM and
the HEC CJ Pharm H Shareholders’
Class Meeting

Expected latest time for dealings in HEC CJ
Pharm H Shares on the Stock Exchange . .. ........ ... ... ... ... ... ... 4:10 p.m. on
Tuesday, July 29, 2025

Latest time for lodging transfers of HEC
CJ Pharm H Shares in order to be entitled
to receive H Shares .. ... .. . 4:30 p.m. on
Friday, August 1, 2025

Closure of registers of members of
HEC CJ Pharm . . . . ... e from Monday,
August 4, 2025 onwards

Share Exchange Record Date . ............................ Monday, August 4, 2025

Expected date and time of withdrawal of
listing of HEC CJ Pharm H Shares . .............. ... ... ... ....... 4:00 p.m. on
Tuesday, August 5, 2025

H Shares certificates to be dispatched
o Wednesday, August 6, 2025

Announcement that all

Conditions to implementation

)(4)

are satisfied (or waived, as applicable)™ .. ................ Thursday, August 7, 2025
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EXPECTED TIMETABLE

Latest date for the Share Exchange ... .................. ... Thursday, August 7, 2025

Dealings in the H Shares on the Stock
Exchange expected to commence at . ............. ...t 9:00 a.m. on
Thursday, August 7, 2025

End of the period during which creditors may
request the Company and HEC CJ Pharm to
pay off their respective indebtedness or provide
GUATANEEES .« . v v e e e e e e e e e e e e e e e within 30 days after the
receipt of notice by creditors
or 45 days after the issue of
announcement to creditors
if the aforesaid notice has
not been received by creditors
(whichever is the latest)

Notes:

(1)  The timetable may be subject to change. Further announcement(s) will be made in the event that there is any
change.

(2)  Unless otherwise expressly stated, all references in this Listing Document to times and dates are references to
Hong Kong times and dates.

(3) The H Share certificates are expected to be despatched to Share Exchange Shareholders on Wednesday,
August 6, 2025 after the Stock Exchange grants its approval for the Listing. The H Share certificates will not
become valid unless the formal letter of approval for the Listing is obtained, and the Introduction has become
effective. In the event that the approval for the Listing is not obtained on Monday, August 4, 2025, the H Share
certificates will not be despatched on Wednesday, August 6, 2025, dealings in the H Shares on the Stock
Exchange will not commence on Thursday, August 7, 2025 and the listing of the HEC CJ Pharm H Shares will
also not be withdrawn on Tuesday, August 5, 2025. In such event, we will make an announcement of the above
and of a revised timetable as soon as practicable. Investors who trade in the H Shares prior to the receipt of
the H Share certificates or prior to the H Share certificates becoming valid do so entirely at their own risk.

(4)  The Company and HEC CJ Pharm will jointly publish announcement(s) when or as soon as reasonably
practicable after all Conditions to effectiveness of the Merger Agreement have been satisfied and the
Conditions to implementation of the Merger have been satisfied or waived, as appropriate.
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This Listing Document is issued by our Company solely in connection with the
Introduction and does not constitute an offer to sell or a solicitation of an offer to
subscribe for or buy any security. This Listing Document may not be used for the purpose
of, and does not constitute, an offer to sell or a solicitation of an offer to subscribe for
or buy any security in any other jurisdiction or in any other circumstances. No action has
been taken to permit a public offering of our Shares or the distribution of this Listing
Document in any jurisdiction other than Hong Kong.

You should rely only on the information contained in this Listing Document, the
Composite Document and the public filings made by us and/or HEC CJ Pharm in relation
to the Introduction and the Privatization to make your investment decision. We have not
authorized anyone to provide you with information that is different from what is
contained therein. Any information or representation not included in this Listing
Document must not be relied on by you as having been authorized by us, the Sole Sponsor,
any of our or their respective directors or advisors, or any other person or party involved
in the Introduction and the Privatization. Information contained on our website, located
at www.hecpharm.com, does not form part of this Listing Document.
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SUMMARY

This summary aims to give you an overview of the information contained in this
Listing Document. As it is a summary, it does not contain all the information that may e
important to you and all content of such information is subject to the full text of this
Listing Document. It should be read in conjunction with the full text of this Listing
Document. You should read this Listing Document in its entirety before you decide to

invest in our Shares.

There are risks associated with any investment. Some of the particular risks in
investing in our Shares are set out in “Risk Factors” beginning on page V-71 of this
Listing Document. You should read that section carefully before you decide to invest in
our Shares.

OVERVIEW

We are a vertically integrated pharmaceutical company engaging in research and
development, production and commercialization of pharmaceutical products. We strategically
focus on therapeutic areas of infectious diseases, chronic diseases and oncology. For the years
ended December 31, 2022, 2023 and 2024, our revenue from sales of anti-infective drugs was
RMB3,242.5 million, RMBS5,745.8 million and RMB2,797.6 million, respectively, accounting
for 85.0%, 90.0% and 69.6% of our total revenue for the same periods, respectively. We also
generated revenue from sales of chronic disease treatment drugs in the amount of RMB517.3
million, RMB580.7 million and RMB1,067.7 million for the years ended December 31, 2022,
2023 and 2024, respectively, accounting for 13.6%, 9.1%, 26.6% of our total revenue for the
same period, respectively. As of the Latest Practicable Date, our oncology drug candidates
were still at various clinical trial stages.

During the Track Record Period, we manufactured and mainly sold our drugs in China.
As of the Latest Practicable Date, we had sold 48 drugs in China and 23 drugs in overseas
markets. In 2022, 2023 and 2024, our revenue from the PRC was RMB3,753.2 million,
RMB6,335.9 million and RMB3,880.5 million, respectively, representing 98.4%, 99.2% and
96.6% of our total revenue, respectively. During the Track Record Period, we also conducted
R&D collaboration projects with overseas partners. In 2022, 2023 and 2024, our overseas
revenue from sales of drugs and license fee generated from overseas R&D collaboration
projects was RMB60.4 million, RMB49.7 million and RMB138.4 million, respectively,
representing 1.6%, 0.8% and 3.4% of our total revenue, respectively. Please see “Business —
Research and Development — Collaboration and Licensing Agreements” for further details.
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SUMMARY

Our Major Drugs
Infectious Diseases

Our existing anti-infective product portfolio mainly includes (i) our top-selling product,
Kewei (oseltamivir phosphate), for the treatment of influenza (in particular, Type A and Type
B influenza viruses), (ii) one innovative drug developed in-house, Dongweien (emitasvir
phosphate), for the treatment of hepatitis C, and (iii) three generic drugs for the treatment of
infections caused by sensitive bacteria, namely Clarithromycin, Levofloxacin and
Moxifloxacin Hydrochloride.

In 2022, 2023 and 2024, our oseltamivir phosphate drugs, including Kewei, our
top-selling product, accounted for 81.2%, 86.9% and 64.2% of our revenue for the years ended
December 31, 2022, 2023 and 2024, respectively. Our revenue fluctuated during the Track
Record Period due to the fluctuation of revenue generated from the sales of oseltamivir

113

phosphate drugs during the Track Record Period. Please see “— Summary Financial
Information — Revenue” for more details. We were among the first few PRC pharmaceutical
companies to secure the right to use key patents relating to the oseltamivir phosphate, granting
us a first-mover advantage in the manufacturing and selling Oseltamivir Phosphate Capsules
in the PRC. Our licenses under the Oseltamivir Phosphate Licensing Agreement cover several
key patents relating to oseltamivir phosphate compound and oseltamivir phosphate synthetic
process for manufacturing oseltamivir phosphate API and oseltamivir phosphate capsules. The
key patents relating to oseltamivir phosphate compound began to expire in August 2017, with
the final patent relating to oseltamivir phosphate synthetic process which is used in the
manufacturing of oseltamivir phosphate products having expired in March 2024. Since 2017,
other pharmaceutical companies have been producing and selling oseltamivir phosphate
capsule products by using different oseltamivir phosphate manufacturing process. As a result,
our oseltamivir phosphate capsule drug has been competing with other oseltamivir phosphate

producers since 2017.

We believe the expiry of the oseltamivir phosphate patents starting from 2017 has no
material impact on our business, as the average selling prices for both oseltamivir phosphate
granules and capsules remained stable during the period from 2016 to 2019 (which is the period
from one year before to two years after the year when the patents in connection with
oseltamivir phosphate started to expire (2017)). We believe that the patent expiry in March
2024 doesn’t have a major impact on the competitive landscape for oseltamivir phosphate
capsule as it is not a patent necessary for the other oseltamivir phosphate producers to produce
oseltamivir phosphate and the number of oseltamivir phosphate producers in the PRC remained
stable before and after the expiry of such patent in March 2024. Please see “Business — Our
Productions and Product Candidates — Infectious Disease — Influenza — Commercialized
Product — Kewei (Oseltamivir Phosphate Granules/Capsules) AR (WETR B ) Ath 2 ok B
)" for details. Our Kewei also faces increasingly intense competition from other types of
anti-influenza drugs and other oseltamivir phosphate manufacturers and such competition had
negatively affected our revenue generated from oseltamivir phosphate products in 2024 as
compared to 2023. Please see “Risk Factors — Risks Relating to Our Business and Industries
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— We operate in a highly-competitive environment, and we may not be able to compete
effectively against our competitors selling competing drugs, which could subject us to the
pressure of price reduction and adversely affect our operations, revenue and business
prospects” for details.

Chronic Diseases

Our commercialized chronic disease treatment drugs primarily focuses on the treatment
of diabetes, hyperuricemia, hypertension and stomach acid related disease, including five
insulin products and four major generic drugs. In 2022, 2023 and 2024, our revenue generated
from sales of chronic disease treatment drugs was RMB517.3 million, RMB580.7 million and
RMB1,067.7 million, accounting for 13.6%, 9.1% and 26.6% of our total revenue for the same
periods, respectively. For details of our five insulin products, please see “Business — Diabetes
— Commercialized Products — Insulins in China.” For details of the four major generic drugs,
namely Benzbromarone, Telmisartan, Olmesartan Medoxomil and Esomeprazole Magnesium,
for the treatment of hyperuricemia, hypertension and stomach acid related disease in the
therapeutic areas of chronic diseases that we sold during the Track Record Period, please see
“Business — Other Commercialized Products for Chronic Diseases.”

Research and Development

With over two decades of experience since our inception in 2003, we have built
independent research and development platforms. We have developed comprehensive and
integrated in-house research and development capabilities. We have more than 1,100 research
and development personnels which consist of scientists with work experience gained in
multinational pharmaceutical companies and pharmaceutical talents with rich experience in
research and development. Core members of the team, including Dr. Zhang Yingjun (5% 1%
1), Dr. Gu Baohua (B ¥ +), Dr. Ye Qunrui (ZEREEGI#H L) and Dr. Cai Xiaoli (Z5BEA]E
28 1), have industry insights and drug research and development experience. Our research
and development platforms cover the full cycle of the development of chemical drugs and
biologics. We also possess advanced technologies such as small nucleic acid, ADC, PROTAC
and specific antibody. Our strong in-house research and development capabilities have
translated into a diverse and robust drug pipeline, and enable us to efficiently advance our
drugs under development to commercialization. In particular, we are approved by the Ministry
of Science and Technology of the PRC to establish a State Key Laboratory of Anti-Infective
Drug Development due to our extensive pipeline of anti-infective drugs. As of the Latest
Practicable Date, we had successfully launched three Class I innovative drugs, applied for
launching one Class I innovative drug through our in-house research and development. In
addition, we also collaborated with our business partners to fully develop the commercial
potential of our drug candidates. For example, we entered into an exclusive license and
commercialization agreement for HEC88473 with Apollo Therapeutics Group Limited in
November 2024. Please see “Business — Research and Development — Collaboration and
Licensing Agreements — Licensing Agreement with Apollo” for details. Our research and

~V-9—



APPENDIX V LISTING DOCUMENT

SUMMARY

development costs amounted to RMB791.6 million, RMB827.4 million, and RMB887.7 million
for the years ended December 31, 2022, 2023 and 2024, accounting for 20.8%, 13.0%, and
22.1% of our total revenue, respectively.

Sales, Marketing and Distribution

Our approach to generating demand for our products is based on two central strategies:
promotional activities and strengthening and optimizing our distribution network. We promote
our drugs primarily through our in-house sales and marketing team, which interacts with KOLs
as well as other healthcare professionals through educational promotion activities. We believe
our educational promotion activities enhance healthcare professionals’ knowledge about the
relevant therapeutic areas, as well as their understanding of the usage, clinical efficacy and
other features of our products.

We sell our products primarily to GSP-certified third-party offline distributors, which
distribute our products to hospitals, other medical institutions and pharmacies in the PRC. As
of December 31, 2024, we have 1,884 employees engaged in our marketing and educational
promotion activities, covering 32 provinces, cities and autonomous regions and nearly 300
prefecture-level cities in the PRC. As of December 31, 2024, we had 610 third-party
distributors conducting sales, marketing and distribution activities within the PRC. Our
GSP-certified third-party distributors are located throughout the PRC, which enables us to
deepen our market penetration and expand our coverage of hospitals, pharmacies and other
medical institutions throughout the PRC. We believe that this approach optimizes the allocation
of our sales, marketing and distribution resources in an effective manner. Please see “Business
— Sales, Marketing and Distribution” for details.

We have two types of distributors, namely (i) general distributors which are mainly
responsible for distributing our products to hospitals and other medical institutions and, to a
lesser extent, distributing our products other than Kewei to pharmacies in the geographic areas
stipulated in the relevant distributorship agreements and (ii) our Kewei pharmacy distributors,
which are mainly responsible for marketing and distributing our top-selling product, Kewei, to
pharmacies in the PRC.

The table below sets forth a breakdown of our distribution revenue by each type of
distributor during the Track Record Period:

Year ended December 31,

2022 2023 2024
RMB’000 % of RMB’000 % of RMB’000 % of
total total total
General Distributors . . .. 3,114,039 83.6 4,939,412 78.6 3,278,198 85.3
Kewei Pharmacy
Distributors. . . ... ... 608,668 16.4 1,347,025 214 565,054 14.7
Total ............... 3,722,707  100.0 6,286,437 100.0 3,843,252  100.0
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Manufacturing

We have obtained GMP certifications from China, the United States and Europe for the
production of our current drugs. Our Songshan Lake base has obtained GMP certifications from
the United States, the European Union and China, including recently passing EU GMP audit
conducted by National Office for Health and Social Affairs of Germany in November 2023,
GMP inspection by the U.S. FDA in March 2024, and a GMP compliance check by the
Guangdong Provincial Drug Administration in January 2025. Our Yidu production base
obtained PRC GMP certification, and recently passed the inspection conducted by the U.S.
FDA in May 2024.

Our production facilities are located in Dongguan and Yidu in China. We currently have
four production facilities for the manufacturing of our drugs, including one in Songshan Lake
Park, Dongguan and three in Yidu (which also has API workshops). As of the Latest Practicable
Date, our production facilities had a total GFA of approximately 301,160 square meters across
16 main production workshops, certain of which were still under construction.

Our Yidu Factory No. 1 is our primary production facility and currently produces our
top-selling product, Kewei. The fluctuations in utilization rates generally reflect the
fluctuations in our production volumes in line with the level of market demand for the
corresponding products. For our Yidu Factory No. 1, the utilization rate for granules was
25.4%, 97.8%, 54.0% for 2022, 2023 and 2024, respectively and the utilization rate for
capsules was 2.9%, 4.4% and 4.3% for 2022, 2023 and 2024, respectively. Please see “Business
— Manufacturing — Production facilities” for details.

We own all of our production facilities and production lines in our production workshops.
We have obtained all necessary governmental approvals, permits and licences, including GMP
certifications for all of our production workshops and production lines in respect of the
products that we currently produce. We also conduct regular inspection, repairs and
maintenance to ensure that we comply with the GMP and relevant regulations. Please see
“Business — Manufacturing” for details on our production facilities.

OUR COMPETITIVE STRENGTHS
We believe that we have the following competitive strengths:
. We are a pharmaceutical company with vertically integrated capabilities in research
and development, production and commercialization of pharmaceuticals, ranking

first in the PRC in terms of the sales revenue of antiviral drugs for the past five years

o We have established a diverse and robust pipeline of innovative drug candidates
with commercialization potential

. We have built comprehensive in-house research and development capabilities and

have created comprehensive research and development platforms and technologies
that cover the entire drug development cycle for both chemical drugs and biologics
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. We have a strong nationwide sales and distribution network, and we work closely
with our strategic partners worldwide to gradually increase our market penetration
and brand influence in overseas markets

. We have an advanced production and supply chain system in China, and our
production bases fully comply with international GMP standards

. We have an experienced team with a proven track record, which enables our
business to grow in the future

OUR STRATEGIES

We plan to implement the following strategies:

. We will focus on upgrading our key research and development platforms and further
strengthening our diverse and robust drug pipeline in order to achieve sustainable
growth

. With internationalization being our key development strategy, we plan to accelerate
our expansion into global markets and strive to become an international
pharmaceutical company

J We plan to strengthen our brand recognition and accelerate the commercialization of
our approved pharmaceutical products

. We plan to attract and develop global pharmaceutical talents by establishing a
human resources system that facilitates and incentivizes career development

. We plan to actively seek and work with global strategic partners

OUR PRODUCTS AND PRODUCT CANDIDATES

Our Existing Product Portfolio

Driven by our in-house research and development, we have developed a diverse and
robust product portfolio. As of the Latest Practicable Date, we had 150 approved drugs in
various countries and regions, including China, the United States and Europe. As of the Latest
Practicable Date, we had sold 48 drugs in the PRC and 23 drugs in overseas markets. Our
existing product portfolio focuses on therapeutic areas of infectious diseases and chronic
diseases, mainly comprising the following major products: (i) five major anti-infective drugs,
including our top-selling product, Kewei (oseltamivir phosphate), one Class I innovative drug
developed in-house, Dongweien (emitasvir phosphate), and three other major anti-infective
generic drugs, and (ii) nine major products for the treatment of chronic diseases, including five
insulin products and four other major chronic disease treatment generic drugs. Sales of our
major products accounted for 92.6%, 95.3% and 84.9% of our total revenue for the years ended
December 31, 2022, 2023 and 2024, respectively.
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Notes:

(1) This drug was registered before the implementation of the new registration classification of chemical drugs and
its classification remains the same upon its re-registration.

(2)  The NRDL comprises Part A and Part B. Patients purchasing pharmaceuticals included in Part A of the NRDL
are entitled to reimbursement of the entire amount of the purchase price, while patients purchasing
pharmaceuticals included in Part B of the NRDL are required to pay a deductible amount and obtain
reimbursement for the remainder of the purchase price. The amount of the deductible differs from region to
region in the PRC. The market demand for our drugs is sensitive to the coverage of the NRDL. Please see “Risk
Factors — Risks Relating to Our Business and Industries — If our products are removed or excluded from
national, provincial or other government sponsored medical insurance programs or the National Essential Drug
List, our operation, revenue and business prospects in relation to the affected products could be materially and
adversely affected.”

(3)  The current version of National Essential Drug List is promulgated by the NHC and National Administration
of Traditional Chinese Medicine pursuant to the Notice on the Issuance of National Essential Drug List (2018
Version) (B ENEE (BIZKEEAZEY) H #2018 4EhR)) RIFAD) on September 30, 2018, which became effective
on November 1, 2018. The National Essential Drug List is a list of essential medicines designated by the
Chinese government to ensure equitable access to healthcare at fair prices. The market demand for our drugs
is also sensitive to the coverage of the National Essential Drug List. Please see “Risk Factors — Risks Relating
to Our Business and Industries — If our products are removed or excluded from national, provincial or other
government sponsored medical insurance programs or the National Essential Drug List, our operation, revenue
and business prospects in relation to the affected products could be materially and adversely affected.”

(4)  The VBP scheme aims to achieve a lower price of pharmaceuticals and medical devices center on medical
products with mature, high-volume clinical usage and sufficient market competition through a competitive
bidding process for large-volume procurement. The VBP scheme has been rolled out at both national and
provincial levels. For details of the differences of the national and provincial VBP schemes, see “Regulatory
Environment — Principal Regulatory Provisions — Laws and Regulations on Drug Supply — VBP of Drugs
in “4+7 Cities” and Nationwide.”

(5) This drug has also been sold overseas. For details of our sales overseas, see “Business — Sales, Marketing and
Distribution — Sales Outside the PRC.”

(6)  We also sell oseltamivir phosphate capsules in 75 mg doses under the brand Yangjiantai (F3{£75®). Yangjiantai
was approved for sale in China in 2022 and was included in the NRDL (Part B) and the National Essential Drug
List in the same year. It was also included in the national VBP scheme in 2022 and the cycle is expected to
end in 2025. We intend to submit bids for Yangjiantai to be included in the provincial VBP scheme after 2025.
During the Track Record Period, Kewei accounted for 99.9%, 99.4% and 96.5% and Yangjiantai accounted for
0.1%, 0.5% and 3.4% of our total sales of oseltamivir phosphate for 2022, 2023 and 2024, respectively. We
also sold a small amount of dry suspension form of oseltamivir phosphate and 30 mg and 45 mg unbranded
oseltamivir phosphate capsules which in aggregate accounted for nil, 0.1% and 0.1% of our total sales of
oseltamivir phosphate for 2022, 2023 and 2024, respectively. Given the relatively small revenue contribution
from Yangjiantai and the fact that we do not plan to conduct large-scale marketing to promote the brand, we
do not expect our overall financial and business performance will be significantly impacted by whether
Yangjiantai is included in the national VBP scheme or not.

(7)  Represents the number of provinces that implemented the provincial VBP scheme on our products in the
corresponding year, with the figure for 2025 reflecting the status as of the Latest Practicable Date.
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The following table sets forth the sales of our major products, which contributed an
important portion of our revenue during the Track Record Period or are expected to contribute
to our future growth, in absolute amounts and as percentages of our total revenue for the
periods indicated:

Year ended December 31,

Therapeutic area Major products Indication 2022 2023 2024

(RMB in thousands, except for percentages)

Anti-infective Oseltamivir Phosphate” ~ Influenza 3007403 812% 5546018 869% 2,580,704  64.2%
drugs . . . . ..
Clarithromycin Infections caused by 52,093 1.4% 41,875 0.7% 43,146 1.1%
clarithromycin sensitive
bacteria
Moxifloxacin Hydrochloride ~ Infections caused by 33434 0.9% 47516 0.7% 48,214 1.2%
Tablets sensitive bacteria
Emitasvir Phosphate Hepatitis C 10,816 0.3% 40,665 0.6% 89,486 22%
Capsules
Levofloxacin Tablets Infections caused by 25,171 0.7% 29,778 0.5% 27,566 0.7%
sensitive bacteria
Subtotal® 3,219,718 %% 5,705,952 %% 2,789,116 69_4%
Chronic disease Benzbromarone Tablets Hyperuricemia 98,424 2.6% 94,968 1.5% 109,534 27%
treatment drugs .
Esomeprazole Magnesium ~ Stomach acid related 89,734 24% 92,274 15% 206,187 5.1%

Enteric-Coated Capsules diseases

Telmisartan Tablets Hypertension 62,922 1.6% 77,980 1.2% 110,281 27%
Tnsulin Injections‘z’ Diabetes 12,420 0.3% 69,449 1.1% 136,688 3.4%
Olmesartan Medoxomil Hypertension 44433 1.2% 42,540 0.7% 59,405 1.5%
Tablets [
Subtotal® s 81% Sl 59% 61095 155%
Total major products w %% 6,083,163 ﬂ% 3411211 w%
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Note:

(I)  Our oseltamivir phosphate products mainly include Kewei granule, Kewei capsule, Yangjiantai capsule
products. For revenue generated by our main oseltamivir phosphate products, please refer to “Business —
Sales, Marketing and Distribution — Our Oseltamivir Phosphate Products and the Reasons for the Fluctuation
of the Sales of Our Oseltamivir Phosphate Products during the Track Record Period” for detail. During the
Track Record Period, we also generated small amount of revenue from (i) the sales of dry suspension form of
oseltamivir phosphate in the amount of nil, RMB6.0 million and RMB3.5 million for 2022, 2023 and 2024,
respectively and (ii) the sales of 30 mg and 45 mg unbranded oseltamivir phosphate capsules which in
aggregate generated revenue in the amount of nil, RMB763.5 thousands, RMB33.1 thousands for 2022, 2023
and 2024, respectively. The dry suspension form of oseltamivir phosphate and 30 mg and 45 mg unbranded
oseltamivir phosphate capsules in aggregate accounted for nil, 0.1% and 0.1% of our total sales of oseltamivir
phosphate for 2022, 2023 and 2024, respectively.

(2)  Our insulin products include (i) Human Insulin Injection, (ii) Mixed Protamine Human Insulin Injection (30R),
(iii) Insulin Glargine Injection, (iv) Insulin Aspart Injection, and (v) Insulin Aspart 30 Injection. Mixed
Protamine Human Insulin Injection (30R) was approved for sale in 2023 and we started generating revenue
from its sales in 2024. For details of our five insulin products, please see “Business — Our Products and
Product Candidates — Chronic Diseases — Diabetes — Commercialized Products — Insulins in China.”

(3) In 2022, 2023 and 2024, our five major anti-infective products (Oseltamivir Phosphate, Clarithromycin,
Moxifloxacin Hydrochloride Tablets, Emitasvir Phosphate Capsules and Levofloxacin Tablets) contributed
99.3%, 99.3% and 99.7% of our revenue from sales of anti-infective products for the same periods,
respectively. The remaining revenue from sales of anti-infective products in 2022, 2023 and 2024 was
contributed by six, four and six other anti-infective products, respectively.

(4)  In 2022, 2023 and 2024, our nine major chronic disease treatment products (namely Benzbromarone Tablets,
Esomeprazole Magnesium Enteric-Coated Capsules, Telmisartan Tablets, five Insulin Injections and
Olmesartan Medoxomil Tablets) contributed 59.5%, 65.0% and 58.3% of our revenue from sales of chronic
disease treatment products for the same periods, respectively. The remaining revenue from sales of chronic
disease treatment products in 2022, 2023 and 2024 was contributed by 20, 22 and 27 other chronic disease
treatment products, respectively.

Competitive Landscape for our Oseltamivir Phosphate Products

The size of the anti-influenza drug market in China was RMB6.7 billion in 2024, of which
the sales value of oseltamivir phosphate was RMB4.7 billion, accounting for 70.3% of the total
market share for 2024. The other two major drug competitors for oseltamivir phosphate are
peramivir and baloxavir marboxil. In 2024, the sales value of peramivir was RMB830.7
million, accounting for 12.4% of the total anti-influenza drug market and the sales value of
baloxavir marboxil was RMB726.0 million, accounting for 10.8% of the total anti-influenza
drug market. The anti-influenza drug market in China is highly competitive, with over 120
pharmaceutical companies producing influenza medications. In particular, the three leading
companies, including us, collectively held 56.9% of the market share of the anti-influenza drug
market in China in terms of revenue in 2024. In 2024, the sales of our oseltamivir phosphate
products, including our top-selling product, Kewei, reached RMB2.6 billion and accounted for
38.5% of the anti-influenza drug market in China.

There are currently more than 70 pharmaceutical companies in China producing
oseltamivir phosphate. We are one of the main producers with well-established production and
commercialization scale. In 2024, sales of our oseltamivir phosphate products, including our
top-selling product, Kewei, accounted for 54.8% of the entire oseltamivir phosphate market in
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China. We are also a market leader in the oseltamivir phosphate granules market in China in
terms of sales volume of and revenue derived from oseltamivir phosphate granules. Sales of
Kewei granules accounted for over 99% of the oseltamivir phosphate granules market in China
during the Track Record Period.

The provincial VBP schemes had been implemented on Kewei granules since 2023 and
20 provinces have implemented VBP schemes on Kewei granules as of 2024. We mainly sell
Kewei granules through provincial VBP schemes to public hospitals. We also sell Kewei
granules to public hospitals located in provinces where the VBP has not been implemented, and
to pharmacies and other medical institutions outside of VBP schemes. Our dominant market
position in Kewei granules has enabled us to face less pricing pressures when bidding to have
it included in provincial volume-based schemes. As a result our dominant market position on
granules, whether the provincial VBP schemes had been implemented and the number of
provinces which implemented provincial VBP on Kewei granules have no material impact on
the aggregate sales volume of Kewei granule for both VBP and non-VBP sales. Please see
“Industry Overview — Overview of the Anti-influenza Drug Market in China — Competitive
Landscape of the Anti-infective Drug Market in China” for details.

Product Pricing

The PRC government regulates the prices at which pharmaceutical manufacturers sell
drugs to the public hospitals mainly through VBP schemes. All drugs used by public hospitals
must be procured via the centralized drug procurement platforms or the public procurement
platforms established by provincial-level healthcare security administrations (collectively, the
“government’s platforms”). A pharmaceutical manufacturer is required to declare its
products, including the price at which the pharmaceutical companies sell the drug to the public
hospitals, on the government’s platforms before such products are allowed to be sold to public
hospitals. For the drugs that win the bids during the centralized tender process and are included
in the VBP schemes, their bidding prices are displayed on the government’s platforms. As for
the other non-centralized procured drugs or drugs which are not included in the VBP schemes,
the drug prices on the government’s platforms are those declared by the relevant
pharmaceutical manufacturers and officially vetted by the relevant authority, with such prices
being subject to routine monitoring by the provincial healthcare security administration. Please
see “Regulatory Environment — Principal Regulatory Provisions — Laws and Regulations on
Drug Supply” for more details on VBP schemes and drug price regulation in the PRC.

Our Kewei granules are included in the provincial VBP schemes, and our Yangjiantai
capsules are included in national VBP schemes. Kewei granules and Yangjiantai capsules are
required to declare their bidding prices on the government’s platforms, and they are sold to
public hospitals at such prices. Our Kewei capsules has not been included in any national or
provincial VBP schemes. Like many other drugs, Kewei capsules must comply with the above
government’s platforms pricing policies on non-centralized procured drugs or drugs which are
not included in the VBP schemes, in order for public hospitals to purchase it through such
government’s platforms.
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Our Product Pipeline

As of the Latest Practicable Date, we had two innovative drugs for the treatment of
Hepatitis C, namely Dong’antai (Netanasvir Phosphate) and Dong’anqiang (Encofosbuvir),
approved for marketing in the PRC by the NMPA. In addition, we had more than 100 drugs in
the pipeline, including 49 Class I innovative drug candidates in China. Our major innovative
drug candidates mainly comprise (i) one Class I innovative drug candidate for the treatment of
Diabetes, namely Dongjiantang (Olorigliflozin), for which we have submitted the NDA to the
NMPA, and (ii) four Class I innovative drug candidates in Phase III clinical trials, namely
Dong’andi (Morphothiadine Mesylate) for the treatment of Hepatitis B, Dongjiandi
(Yinfenidone Hydrochloride) for the treatment of IPF, Dongningchun (Clifutinib Besylate) for
the treatment of AML and Dongningguan (Larotinib Mesylate) for the treatment of esophageal
squamous cell carcinoma. We have a diverse and robust product pipeline in our strategically
focused therapeutic areas, including infectious diseases, chronic diseases, and oncology. For
details, see “Business — Our Products and Product Candidates — Our Product Pipeline.”

OUR SUPPLIERS

Our suppliers mainly include (i) equipment and construction service providers, (ii)
suppliers of raw materials for the manufacturing of our drugs (such as APIs) and packaging
materials, (iii) suppliers of raw materials and consumables for our research and development,
(iv) CROs, which provide third-party contracting services for research and development, (v)
suppliers of production and research and development equipment and (vi) marketing and
advertising service providers. Majority of our purchases are acquired within the PRC. We made
97.5%, 96.8% and 94.5% of our purchases in the PRC for the years ended December 31, 2022,
2023 and 2024, respectively. Other countries from which we made purchases are mainly India,
Switzerland and the United Kingdom. For the years ended December 31, 2022, 2023 and 2024,
our purchases from our five largest suppliers in each year during the Track Record Period were
RMB430.0 million, RMB431.1 million and RMB572.4 million, respectively, representing
27.0%, 22.0% and 27.1% of our total purchases for the respective years. Purchases attributable
to our largest supplier in each of the years ended December 31, 2022, 2023 and 2024 amounted
to RMB245.6 million, RMB248.8 million and RMB305.0 million, respectively, representing
15.4%, 12.7% and 14.5% of our total purchases for the respective years.

OUR CUSTOMERS

Our five largest customers in each of the years ended December 31, 2022, 2023 and 2024
were in the PRC and mainly included pharmaceutical companies who are our third-party
distributors. Revenue from our five largest customers in each of the years ended December 31,
2022, 2023 and 2024 amounted to RMB2,504.0 million, RMB4,176.6 million and RMB2,514.4
million, respectively, which accounted for 65.7%, 65.4% and 62.6% of our total revenue for the
respective years. None of our five largest customers in each year during the Track Record
Period was also our supplier and vice versa. Revenue generated from sales to our largest
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customer in each of the years ended December 31, 2022, 2023 and 2024 were RMB993.9
million, RMB1,469.3 million and RMB1,010.0 million, respectively, representing 26.1%,
23.0% and 25.1% of our revenue for the respective years.

RISK FACTORS

Our business faces risks including those set out in the section headed “Risk Factors.” In
particular, the sales of our top-selling product, Kewei, is susceptible to various factors
including (i) fluctuations of flu incidence, (ii) expiries of patents relating to oseltamivir
phosphate compound in 2017 and synthetic process in March 2024, which resulted in increased
competition for our oseltamivir phosphate capsule products and (iii) the patent expiry for our
oseltamivir phosphate granule products in April 2026 which will bring more competition for
our oseltamivir phosphate granule products. As different investors may have different
interpretations and criteria when determining the significance of a risk, you should read the
“Risk Factors” section in its entirety before you decide to invest in our Shares. Some of the
major risks that we face include:

. Our revenue and business prospects currently depend on Kewei (oseltamivir
phosphate). If we are unable to maintain the sales volumes, pricing levels and profit
margins of Kewei, our revenue and business prospects could be materially and
adversely affected.

. We operate in a highly-competitive environment, and we may not be able to compete
effectively against our competitors selling competing drugs, which could subject us
to the pressure of price reduction and adversely affect our operations, revenue and
business prospects.

. We rely substantially on the success of our drug candidates, some of which are in
pre-clinical or clinical development stage, as well as our ability to identify
additional drug candidates. If we are unable to successfully identify new drug
candidates, complete clinical development, obtain regulatory approval and
commercialize our drug candidates, or experience significant delays in doing so, our
business will be materially harmed.

. If we fail to maintain an effective distribution network for our pharmaceutical
products, our business may be adversely affected.

. We incurred losses in certain years during the Track Record Period and recorded
significant revenue drop for the first quarter of 2025 as compared with the first
quarter of 2024, and there may be uncertainty about the business prospects in the
future.
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OUR CONTROLLING SHAREHOLDERS

As of the Latest Practicable Date, Yichang HEC Research, Shenzhen HEC Industrial,
Guangdong HEC Technology, Yidu Junjiafang and Yidu Shuaixinwei directly held in aggregate
approximately 62.12% of the total issued share capital of our Company.

Yichang HEC Research is owned as to 86.74% by Dongguan HEC Research, which is
owned as to 73.64% by Linzhi HEC Pharmaceutical Research, 2.11% by Shenzhen HEC
Industrial and 6.93% by Ruyuan HEC Industrial, a non wholly-owned subsidiary of Shenzhen
HEC Industrial. Linzhi HEC Pharmaceutical Research is owned as to 82.72% by Shenzhen
HEC Pharmaceutical, which is wholly owned by Shenzhen HEC Industrial, 9.19% by Yidu
HEC Industrial and 2.98% by Yichang HEC Medicine, each a non wholly-owned subsidiary of
Shenzhen HEC Industrial, and 5.11% by Ruyuan Yuneng Electric. Yichang HEC Medicine is
owned as to 53.73% by Zhejiang HEC Health and 5.75% by Dongguan HEC Industrial, each
a wholly-owned subsidiary of Shenzhen HEC Industrial. Guangdong HEC Technology is
owned as to 52.69% in aggregate directly or indirectly by Shenzhen HEC Industrial and its
parties acting in concert, namely, Yichang HEC Medicine, Ruyuan Yangzhiguang Aluminum,
Ruyuan HEC Enterprise Management, Shenzhen NewFoxon and Suzhou Fenghe. Shenzhen
HEC Industrial is held as to 42.34%, 27.01% and 30.66% by Ruyuan Yuneng Electric,
Shaoguan Xinyuneng Industrial and Ruyuan Xinjing Technology, respectively, while Shaoguan
Xinyuneng Industrial is owned as to 58% and 42% by Ruyuan Yuneng Electric and Ruyuan
Xinjing Technology, respectively. Ruyuan Yuneng Electric is owned as to 71.75% by Ms. Guo,
27.45% by Mr. Zhang and 0.5% by Ruyuan Shuaicai Investment, a limited partnership where
Mr. Zhang acts as the general partner thereof and holds 90% interest therein. Ruyuan Xinjing
Technology is ultimately controlled by Ms. Guo and Mr. Zhang. Furthermore, Mr. Zhang is also
the sole general partner of Yidu Shuaixinwei and Yidu Junjiafang.

Upon the completion of the Introduction and the Privatization, Mr. Zhang and Ms. Guo
will continue to indirectly hold in aggregate 50.98% of the total issued share capital of our
Company through entities controlled by them. Accordingly, and by virtue of the family
relationship of Mr. Zhang and Ms. Guo, Mr. Zhang, Ms. Guo and the entities controlled by
them, namely Guangdong HEC Technology, Yichang HEC Research, Dongguan HEC Research,
Linzhi HEC Pharmaceutical Research, Ruyuan HEC Industrial, Yidu HEC Industrial, Yichang
HEC Medicine, Shenzhen HEC Pharmaceutical, Shenzhen HEC Industrial, Dongguan HEC
Industrial, Zhejiang HEC Health, Ruyuan Yuneng Electric, Ruyuan Shuaicai Investment,
Shaoguan Xinyuneng Industrial, Ruyuan Xinjing Technology, Yidu Junjiafang and Yidu
Shuaixinwei, will become a group of our Controlling Shareholders after the Listing.

CONNECTED TRANSACTIONS

We have entered into certain transactions with Shenzhen HEC Industrial (being one of our
Controlling Shareholders), and following the Listing, the transactions contemplated thereunder
will continue and constitute continuing connected transactions under Chapter 14A of the
Listing Rules. We have applied to the Stock Exchange for, and the Stock Exchange has granted
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to us, a waiver from strict compliance with the announcement requirement under Chapter 14A
of the Listing Rules in respect of such continuing connected transactions. Please see
“Connected Transactions” for further details.

STRUCTURE OF THE INTRODUCTION AND THE PRIVATIZATION

Our Company has made the Privatization Proposal to privatize HEC CJ Pharm by way of
merger by absorption in accordance with the PRC Company Law, other applicable PRC laws,
Hong Kong laws, the Takeovers Code and the Listing Rules and pursuant to which, subject to
the fulfillment (or waiver, as applicable) of the Pre-Conditions and all the Conditions (being
the Conditions to effectiveness and the Conditions to implementation), our Company will issue
H Shares to all Share Exchange Shareholders according to the Share Exchange Ratio as the
consideration for the Share Exchange. Accordingly, our Company has made an application to
the Stock Exchange for our listing of the H Shares by way of introduction. According to the
Share Exchange Ratio, for every Share Exchange HEC CJ Pharm H Share canceled under the
Privatization Proposal, 0.263614 H Shares will be issued.

Following the fulfillment (or waiver, as applicable) of the Pre-Conditions and the
Conditions under the Merger Agreement and the completion of the Share Exchange:

(a) the listing of HEC CJ Pharm H Shares on the Stock Exchange will be withdrawn;

(b) our H Shares will be listed on the Stock Exchange by way of introduction;

(c) the Share Exchange Shareholders will become our Shareholders;

(d) our Company will assume all assets, liabilities, interests, businesses, employees,
contracts and all other rights and obligations of HEC CJ Pharm from the
Implementation Date; and

(e) HEC CJ Pharm will be eventually deregistered in the PRC.

The Privatization and the Listing will not proceed if the Merger is not approved or lapses
or does not become unconditional for any reason, and the Merger is conditional upon obtaining
the necessary approvals and/or having made the necessary filings for the listing (by way of
introduction) of, and permission to deal in, our H Shares on the Stock Exchange pursuant to
the Listing. For the status of obtaining of approvals and/or completion of filings for the Listing,
please refer to “History, Development and Corporate Structure — Structure of the Introduction
and the Privatization”.

For further information, please refer to “History, Development and Corporate Structure —
Structure of the Introduction and the Privatization”.
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BENEFITS OF THE INTRODUCTION AND THE PRIVATIZATION

Our Directors believe that the completion of the Merger and the Listing benefits both
Share Exchange Shareholders and the Company and marks a significant milestone in the
development of the Company. The Merger and the Listing represent an opportunity for Share
Exchange Shareholders to become shareholders of the Enlarged SLP Group, and will benefit
the Company and Share Exchange Shareholders in the following aspects:

Benefits of the Merger and the Listing to the Company include:

. Through the Merger, the Enlarged SLP Group will become an integrated
pharmaceutical company engaging in R&D, production and commercialization of
pharmaceutical products, and consolidate its position as a comprehensive
pharmaceutical company

. Integrating domestic and overseas sales channels to build a global pharmaceutical
company

. Improving overall corporate efficiency for long-term sustainable and resilient
growth

Benefits of the Merger and the Listing to the Share Exchange Shareholders include:

. Our integrated in-house R&D system and our R&D platform that covers the
complete drug development cycle to achieve long-term value creation

. Eliminating connected transactions, improving operational efficiency and expanding
economies of scale

. Enhancing overall performance in the capital market
APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We are applying for the Listing under Rule 8.05(3) of the Listing Rules and satisfy the
market capitalization/revenue test, with reference to, among other things, (i) our revenue for
the financial year ended December 31, 2024, being RMB4,018.9 million, which is over
HK$500 million as required by Rule 8.05(3) of the Listing Rules; and (ii) our expected market
capitalisation would exceed the market capitalisation requirements under Rules 8.05(3) on the
basis that: (1) the estimated value of the Company (being in the range of RMB28,944.6 million
to RMB32,902.5 million, as concluded in the valuation report appended to the 3.5
Announcement) far exceeds the market capitalisation requirements; (2) the latest market
capitalisation of HEC CJ Pharm (based on the average closing price of its H shares as stated
in the Stock Exchange’s daily quotations sheets for the five business days up to and including
the Latest Practicable Date) (being HK$12.63 billion) which exceeds the market capitalisation
requirements under Rules 8.05(3) on its own and taking into account the fact that (x) based on
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the valuation report appended to the 3.5 Announcement, the valuation of HEC CJ Pharm only
makes up 23.2% of the total valuation of the Group and (y) the business performance of the

13

Group (save as disclosed below in the section “— Recent Development — Update on Our

Financial Performance for the First Quarter of 2025”) has not had any material adverse
changes.

SUMMARY FINANCIAL INFORMATION

The following tables set forth summary financial data from our consolidated financial
information for the Track Record Period, extracted from the Accountants’ Report set out in
Appendix I to this Listing Document.

Summary of Consolidated Statements of Profit or Loss

Year ended December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000

Revenue . ....... ... ... ... ... ... ..... 3,813,566 6,385,616 4,018,905
Costofsales ......................... (891,377) (1,308,568) (960,274)
Gross profit . ..................... ... 2,922,189 5,077,048 3,058,631
Other (losses)/income . ................. (1,294,012) (422,669) 89,743
Distribution costs .. ................... (1,244,177) (1,577,083) (1,197,046)
Administrative expenses . ............... (387,872) (480,720) (557,116)
Research and development costs .. ........ (791,642) (827,415) (887,653)
Reversals/(recognition) of impairment loss

on trade and other receivables . ......... 2,575 (3,079) (126,011)
(Loss)/profit from operations ........... (792,939) 1,766,082 380,548
Finance costs. ... ..................... (686,884) (380,591) (239,787)
Share of (loss)/profit of an associate . ...... - (29) 293
(Loss)/profit before taxation ............ (1,479,823) 1,385,462 141,054
Income tax .......................... 63,908 (371,584) (116,251)
(Loss)/profit for the year............... (1,415,915) 1,013,878 24,803
(Loss)/profit for the year

attributable to:
Equity shareholders of the Company . . ... .. (1,209,205) 184,924 (207,434)
Non-controlling interests . .. ............. (206,710) 828,954 232,237
(Loss)/profit for the year............... (1,415,915) 1,013,878 24,803
(Loss)/earnings per share
Basic and diluted (in RMB). . ............ (3.29) 0.44 0.47)
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Non-IFRS Measure

To supplement our consolidated statements of profit or loss and other comprehensive
expenses which are presented in accordance with IFRS, we also use adjusted net (loss)/profit
as a non-IFRS measure, which is not required by, or presented in accordance with, IFRS. We
believe that the presentation of the non-IFRS measure when shown in conjunction with the
corresponding IFRS measures provides useful information to management and investors in
facilitating a comparison of our operating performance from year to year. In particular, the
non-IFRS measure eliminates impact of certain expenses, including fair value change on
derivative financial instruments embedded in convertible bonds, equity-settled share-based
payment expenses, interest on financial instruments with preferential rights issued to investors
and listing and privatisation expenses. Such non-IFRS measure allows investors to consider
metrics used by our management in evaluating our performance.

We define adjusted net (loss)/profit ( measure) as (loss)/profit for the year adjusted by
adding back loss from fair value change on derivative financial instruments embedded in
convertible bonds, equity-settled share-based payment expenses, interest on financial
instruments with preferential rights issued to investors and listing and privatisation expenses.
Fair value change on derivative financial instruments embedded in convertible bonds are
expenses arising from fair value change on the derivative component of our convertible bonds
issued due to exchange rate and share price fluctuations. We no longer recognize such
liabilities as of July 31, 2023, because we had fully repurchased the outstanding portion of our
convertible bonds issued by HEC CJ Pharm in July 2023. Equity-settled share-based payment
expenses are expenses arising from granting restricted shares to selected employees, senior
management, and directors, the amount of which is non-cash in nature. Interest on financial
instruments with preferential rights issued to investors represents the interest on the
redemption amount pursuant to a series of investment agreements and equity transfer
agreements entered into with our Pre-Listing Investors from July 2020. We no longer recognize
such liabilities as of March 31, 2022, because each of our then Pre-Listing Investors provided
a confirmation to our Company and our subsidiaries that are subject to the redemption rights
in March 2022, pursuant to which our Pre-Listing Investors confirmed in writing that they had
waived their redemption rights against our Company and the involved subsidiaries, and as a
result of which such rights were terminated on the same date. Listing and privatisation
expenses are the expenses arising from activities in relation to the proposed Listing and
Privatisation and are excluded from our (loss)/profit for the year.

The use of the non-IFRS measure has limitations as an analytical tool, and you should not
consider it in isolation from, or as a substitute for, or superior to, analysis of our results of
operations or financial condition as reported under IFRS. In addition, the non-IFRS financial
measure may be defined differently from similar terms used by other companies and therefore
may not be comparable to similar measures presented by other companies.
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The following table shows reconciliation from our (loss)/profit for the years to our
adjusted net (loss)/profit (non-IFRS measure) for the year indicated:

Year ended December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000

(Loss)/profit for the year........... (1,415,915) 1,013,878 24,803
Adjusted for:
Equity-settled share-based payment

EXPENSES .« v v vt - 130,278 266,545
Interest on financial instruments with

preferential rights issued to investors. 172,715 - -
Fair value change on derivative

financial instruments embedded in

convertible bonds. . .. ............ 859,569 79,796 -
Listing and privatisation expenses . . . . . - 3,000 17,191
Adjusted net (loss)/profit for the year

(Non-IFRS measure). ............ (383,631) 1,226,952 308,539

Our adjusted net loss or profit for the year (non-IFRS measure) generally fluctuated in
line with our revenue. In particular, we recorded adjusted net loss for the year (non-IFRS
measure) of RMB383.6 million in 2022, primarily due to (i) our loss for the year of
RMB1,415.9 million as a result of the lower than usual sales volume of Kewei (oseltamivir
phosphate) in 2022 due to travel restrictions, social-distancing measures and business closures
which significantly reduced the movement of people and increased widespread preventive
measures against influenza, which resulted in a significant decline in the incidence of
respiratory diseases such as influenza, (ii) non-recurring items including (a) interest on
convertible bonds issued by HEC CJ Pharm of RMB257.3 million, which were fully
repurchased in July 2023, (b) net foreign exchange loss of RMB239.8 million arising from the
translation of convertible bonds issued by HEC CJ Pharm denominated in US dollars, (c)
impairment loss of RMB43.0 million on intangible assets in connection with the combination
treatment regimen of Emitasvir Phosphate and Furaprevir for the treatment of hepatitis C (the
“Combination Therapy”), which was impaired due to delayed development timelines in 2022
and (d) impairment loss of RMB75.9 million on goodwill in connection with the acquisition of
Dongguan HEC Medical for the R&D, production and sales of the Combination Therapy; the
goodwill was fully impaired in 2023 due to delays in the development of the Combination
Therapy and increased market competition and (iii) recurring impairment loss on generic drugs
intellectual property rights of RMB147.4 million in 2022 due to certain under-performing
generic drugs as a result of lower-than-expected sales or delayed development timelines in
2022, including Clarithromycin Tablets, Olanzapine Tablets, Azithromycin Tablets and
Esomeprazole Magnesium Enteric-Coated Capsules.
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(Loss)/profit for the Year Attributable to Non-controlling Interests

During the Track Record Period and up to the Latest Practicable Date, we held
approximately 51.4% equity interest in HEC CJ Pharm. Accordingly, non-controlling interests
accounted for approximately 48.6% of HEC CJ Pharm’s profits or losses. From 2022 to 2024,
the share of profits and losses attributable to non-controlling interests experienced fluctuations,
primarily reflecting changes in HEC CJ Pharm’s financial performance. These changes were
largely driven by sales volume movements of the top-selling product Kewei (oseltamivir
phosphate).

Revenue

The table below sets forth a breakdown of our revenue derived from our major product
lines for the years indicated:

Year ended December 31,

2022 2023 2024
RMB’000 % of  RMB’000 % of  RMB’000 % of
total total total
Anti-infective drugs . ... 3,242,508 85.0 5,745,811 90.0 2,797,632 69.6
Chronic disease
treatment drugs. ... .. 517,258 13.6 580,743 9.1 1,067,707 26.6
Others™ . ... ........ 53,800 1.4 59,062 0.9 153,566 3.8
Total ............... 3,813,566 100.0 6,385,616 100.0 4,018,905 100.0
Note:

(1)  Others comprise (i) revenue from sales of drugs that were not anti-infective drugs or chronic disease
treatment drugs, mainly including tadalafil and sildenafil, (ii) transfer and license fee we received
pursuant to the HEC88473 Agreement with Apollo, and to a lesser extent, (iii) rental revenue generated
from the leasing of fixed assets and (iv) revenue from the disposal of surplus construction materials.

The table below sets forth a breakdown of the revenue derived from our oseltamivir
phosphate products by dosage form for the years indicated:

Year ended December 31,

2022 2023 2024

% of % of % of
RMB’000 total RMB’000 total RMB’000 total

Oseltamivir phosphate

(capsule) . .......... 512,252 16.5 715,576 12.9 395,676 15.3
Oseltamivir phosphate

(granule) . .......... 2,585,151 83.5 4,824,592 87.0 2,181,509 84.6
Oseltamivir phosphate

(dry suspension) . . ... - - 5,950 0.1 3,520 0.1
Total................ 3,097,403 100 5,546,118 100 2,580,704 100
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The table below sets forth, for the years indicated, a breakdown of our revenue by
geographical location:

Year ended December 31,

2022 2023 2024

RMB’000 % of RMB’000 % of RMB’000 % of
total total total

The PRC ............. 3,753,159 98.4 6,335,896 99.2 3,880,476 96.6
Overseas™™ ... ..... .. .. 60,407 1.6 49,720 0.8 138,429 3.4
Total ................ 3,813,566 100.0 6,385,616 100.0 4,018,905 100.0
Note:

(1) Overseas countries comprise the United States, Germany, the United Kingdom, Malaysia, Algeria, South
Africa and the United Arab Emirates. Our overseas revenue increased significantly in 2024, primarily
due to license fee generated pursuant to the HEC88473 Agreement with Apollo.

During the Track Record Period, most of our revenue was derived from sales of
oseltamivir phosphate products, a large portion of which is attributable to the sales of Kewei
(oseltamivir phosphate), with a smaller portion contributed by oseltamivir phosphate capsules
under the brand Yangjiantai, which was included in the national VBP scheme in 2022. During
the Track Record Period, Kewei accounted for 99.9%, 99.4% and 96.5% and Yangjiantai
accounted for 0.1%, 0.5% and 3.4% of our total sales of oseltamivir phosphate for 2022, 2023
and 2024, respectively.

We report our revenue by our major product lines, which include anti-infective drugs,
chronic disease treatment drugs and others. Our revenue increased by 67.4% from RMB3,813.6
million in 2022 to RMB6,385.6 million in 2023, primarily attributable to the respective
increases in revenue derived from sales of (i) anti-infective drugs driven by higher demand for
Kewei (oseltamivir phosphate) due to increased flu incidence in 2023 and greater societal
awareness of respiratory infectious diseases; there were 2.5 million and 12.5 million new
influenza cases reported in China in 2022 and 2023, respectively, based on the Statistical
Report on China’s Healthcare Development and according to Frost & Sullivan, the PRC’s
anti-influenza drug market increased by 150.0% from RMB4.4 billion in 2022 to RMB11.0
billion in 2023 due to the significant influenza outbreaks in 2023 and (ii) chronic disease
treatment drugs due to enhanced marketing efforts and expanded distribution channels for our
insulin series. During the Track Record Period, our revenue generated from the sales of
oseltamivir phosphate products fluctuated with flu incidence in China and our revenue
fluctuation was generally in line with our competitors during the Track Record Period. Our
revenue decreased by 37.1% from RMB6,385.6 million in 2023 to RMB4,018.9 million in
2024, primarily attributable to a decrease in total sales of oseltamivir phosphate mainly due to
(i) lower incidence of seasonal flu outbreaks in China in 2024 as compared to 2023, which was
evidenced by the fact that there were 12.5 million and 8.6 million new influenza cases reported
in China in 2023 and 2024, respectively, based on the Statistical Report on China’s Healthcare
Development which caused the drop in sales for both Kewei granules and capsules; (ii) the
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reduced sales of our Kewei capsule in 2024 as public hospitals reduced the purchase of Kewei
capsules outside of their VBP schemes in 2024; (iii) the decrease of average selling price of
our Kewei granules and Kewei capsules by 7.8% and 20.1%, respectively, in 2024 as compared
with those in 2023; and (iv) increasingly intense competition our oseltamivir phosphate is
facing from other types of anti-influenza drugs and other oseltamivir phosphate manufacturers
which caused (i) the market share of oseltamivir phosphate as a percentage of total
anti-influenza drug market decreased from 78.0% in 2023 to 70.3% in 2024 and (ii) the market
share of our oseltamivir phosphate products as a percentage of total PRC oseltamivir phosphate
market decreased from 64.8% in 2023 to 54.8% in 2024. For details, please see “Business —
Sales, Marketing and Distribution — Our Oseltamivir Phosphate Products and the Reasons for
the Fluctuation of the Sales of Our Oseltamivir Phosphate Products during the Track Record

Period.”
Gross Profit and Gross Profit Margin

Our gross profit increased from RMB2,922.2 million in 2022 to RMBS5,077.0 million in
2023, and our gross profit margin increased from 76.6% in 2022 to 79.5% in 2023. Such
increases were primarily attributable to a significant increase in the revenue from our
anti-infective drugs, as well as decreases in the cost of raw materials and unit manufacturing
costs for Kewei (oseltamivir phosphate) as we benefited from economies of scale attained from
ramping up our production to meet market demand. In 2024, our gross profit decreased to
RMB3,058.6 million and our gross profit margin decreased to 76.1%. The decreases were
primarily attributable to a decrease in revenue from our anti-infective drugs as a result of lower
sales volume of Kewei (oseltamivir phosphate), a high margin product, due to lower incidence
of seasonal flu outbreaks in 2024.

The table below sets forth, for the years indicated, the gross profit margins of our major

product lines.

Year ended December 31,

2022 2023 2024
Anti-infective drugs. .. ............. 81.8% 84.2% 82.5%
Chronic disease treatment drugs ... ... 48.0% 39.8% 62.1%
Others . ............ .. ........... 40.0% 16.3% 56.6%
Total . . ... . ... ... ... .. ... 76.6% 79.5% 76.1%

(Loss)/Profit for the Year

Our profit for the year changed from a loss for the year of RMB1,415.9 million in 2022
to a profit for the year of RMB1,013.9 million in 2023, primarily attributable to the respective
increases in revenue derived from sales of (i) anti-infective drugs and (ii) chronic disease
treatment drugs. Our profit for the year decreased to RMB24.8 million in 2024, primarily
attributable to a decrease in revenue derived from the sales of anti-infective drugs.
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Summary of Consolidated Statements of Financial Position Items

The following table sets forth selected information from our consolidated statements of
financial position as of the dates indicated:

As of December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000

Total current assets . . .............. 4,150,648 6,412,476 4,978,760
Total non-current assets. . ........... 6,538,335 6,245,623 6,952,754
Total current liabilities . ............ 8,958,309 6,178,491 4,814,251
Total non-current liabilities . .. ... .... 2,604,609 2,304,289 2,649,763
Total assets . . .................... 10,688,983 12,658,099 11,931,514
Net current (liabilities)/assets ... ..... (4,807,661) 233,985 164,509
Total assets less current liabilities . . . . . 1,730,674 6,479,608 7,117,263
Net (liabilities)/assets ... ........... (873,935) 4,175,319 4,467,500
(Net deficit)/total equity attributable to

equity shareholders of the Company . (3,688,684) 327,921 344,149
Non-controlling interests . . .......... 2,814,749 3,847,398 4,123,351

Our net liabilities changed from RMB873.9 million as of December 31, 2022 to net assets
of RMB4,175.3 million as of December 31, 2023, primarily due to (i) profit of year of
RMB1,013.9 million, (ii) capital contribution from shareholders of RMB1,616.1 million and
(iii) deemed contribution from a shareholder of RMB2,312.3 million. Our net assets then
increased to RMB4,467.5 million as of December 31, 2024, primarily due to (i) profit for the
year of RMB24.8 million and (ii) equity-settled share-based payment of RMB266.5 million.

Our net current assets decreased from RMB234.0 million as of December 31, 2023 to
RMB164.5 million as of December 31, 2024 and such decrease was primarily due to (i) a
decrease in our restricted cash and (ii) a decrease in cash and cash equivalents.

We recorded net current liabilities of RMB4,807.7 million as of December 31, 2022 and
net current assets of RMB234.0 million as of December 31, 2023 and such improvement was
primarily due to (i) an increase in our restricted cash and our cash and cash equivalents, (ii)
a decrease in our trade and other payables and (iii) a decrease in our current interest-bearing
borrowings because we had fully repurchased the outstanding portion of our convertible bonds
issued by HEC CJ Pharm in July 2023, which was offset by an increase in our current bank
loans and other borrowings.
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Summary of Consolidated Statements of Cash Flows Items

Year ended December 31,

2022 2023 2024
RMB’000 RMB’000 RMB’000

Net cash generated from operating

activities . ........... ... .. 1,160,966 1,318,106 500,532
Net cash (used in)/generated from

investing activities . .............. (1,109,599) (1,682,992) 29,794
Net cash (used in)/generated from

financing activities. .. ............ (313,575) 1,314,291 (970,666)
Net (decrease)/increase in cash and

cash equivalents. .. .............. (262,208) 949,405 (440,340)
Cash and cash equivalents at January 1. 1,232,268 971,510 1,920,158
Effect of foreign exchange rate

changes . ......... .. ... .. ..., .. 1,450 (757) 992
Cash and cash equivalents at

31 December .................. 971,510 1,920,158 1,480,810

We had net cash generated from operating activities of RMBS500.5 million in 2024,
resulting from our profit before taxation of RMB141.1 million, adjustments for non-cash items
of RMB903.3 million, changes in working capital of RMB296.2 million and corporate income
tax paid of RMB247.6 million. Adjustments for non-cash items primarily included the adding
back of (i) depreciation of RMB284.7 million, (ii) finance costs of RMB239.8 million and (iii)
equity-settled share-based payment expenses of RMB266.5 million. Changes in working
capital primarily included (i) an increase in inventories of RMB208.8 million and (ii) a
decrease in trade and other payables of RMBS88.8 million. Please see “Financial Information
— Liquidity and Capital Resources — Cash Flows” for details of our cash flows.

FUTURE PLANS AND PROSPECTS

During the Track Record Period, we had built a comprehensive R&D platform, production
facilities that meet international standards and an extensive sales network. We plan to take the
following integration initiatives after completion of the Merger and the Listing, so as to
accelerate the integration of our business.

Our strategic plans include:

J Clarify the direction of future development to become a comprehensive
pharmaceutical enterprise integrating research, production and sales

. Increase capital efficiency and expedite product innovation, continuously upgrading
product technology to enhance market dominance
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. Reduce the competition and connected transactions between HEC CJ Pharm and
SLP as well as enhance operational efficiency

. Establish presence in the global capital market and enhance our corporate image
Our future development and integration initiatives include:

. Facilitate the integration and development of research and development platforms
and product pipelines to consistently strengthen competitiveness

. Enhance our renowned brand image and establish an efficient distribution network

. Optimize our overall production system and enhance systematic operational
efficiency

. Consolidate structure and reduce governance costs

KEY FINANCIAL RATIOS

The table below sets forth, as of the dates or for the years indicated, certain financial
ratios.

Year ended December 31,/As of
December 31,

Notes 2022 2023 2024

Liquidity ratios
Current ratio (times) .......... (1) 0.7 1.0 1.0
Quick ratio (times) ........... (2) 0.6 1.0 0.9
Profitability ratios
Gross profit margin % . ........ (3) 76.6 79.5 76.1
Net profit margin % .......... (4) N/A 15.9 0.6
Adjusted net profit margin

(non-IFRS measure) %. ... ... (5) N/A 19.2 7.7
Solvency ratio
Gearing ratio % .. ........... (6) N/A 128.2 103.5
Notes:

(1) Current ratio represents current assets as of a record date divided by current liabilities as of the same
record date.

(2)  Quick ratio represents current assets excluding inventories as of a record date divided by current
liabilities as of the same record date.

(3)  Gross profit margin represents the revenue for a period minus the cost of sales for such period divided
by the revenue for such period.

-V-33 -



APPENDIX V LISTING DOCUMENT

SUMMARY

(4)  Net profit margin represents the profit for a period divided by the revenue for such period. Negative
figures are marked as N/A.

(5)  Adjusted net profit margin (non-IFRS measure) represents the adjusted net profit (non-IFRS measure)
for a period divided by the revenue for such period. For details of adjusted net profit (non-IFRS
measure), see “Financial Information — Non-IFRS Measure”. Negative figures are marked as N/A.

(6)  Gearing ratio represents total indebtedness (being bank loans and other borrowings, lease liabilities and
interest-bearing borrowings) divided by total equity as of the dates indicated. Negative figures are
marked as N/A.

IMPACTS OF THE COVID-19 OUTBREAK

The outbreak of the COVID-19 pandemic since early 2020 has materially and adversely
affected the global economy. As of the Latest Practicable Date, we had not experienced
material disruptions in our research and development activities as a result of the COVID-19
pandemic. Although we encountered temporary slow-down in subject enrollment for certain
clinical trials in China, since 2023, we have resumed normal business operations and our
business has gradually recovered from the impacts of the COVID-19 pandemic. We have since
considered COVID-19 to have minimal negative impact on our financial results.

During the Track Record Period, the market demand for our anti-infective drugs,
especially Kewei, was affected by the COVID-19 pandemic due to travel restrictions,
social-distancing measures and business closures. The decrease was primarily attributed to the
fact that at the beginning of the COVID-19 pandemic outbreak, the mobility of China’s
domestic population declined, and the number of medical activities, prescriptions and sales
volume of drugs in hospitals also decreased accordingly. Our top-selling product, Kewei, is a
prescription medicine sold primarily at tiered hospitals, and the sales volume of this product
also declined due to the impact of the COVID-19 pandemic.

Although the COVID-19 pandemic prevention and control in China had largely stabilized
by 2022, our business operations and financial results still experienced some residual negative
impacts during the year. Our revenue derived from sales of anti-infective drugs amounted to
RMB3,242.5 million in 2022, which was primarily attributed to the fact that the COVID-19
pandemic prevention and control in China had generally stabilized, the flow of people and
daily social activities had gradually returned to normal, and the overall flow of people, the
number of diagnosis and treatment activities and the volume of prescriptions in terminal
medical institutions have recovered significantly in 2022. In addition, many southern provinces
in China issued flu warnings and the number of patients of fever clinics surged in 2022.
Meanwhile, comparing with the early stage of the COVID-19 pandemic, the sales activities of
Kewei returned to a normal and reasonable level in 2022. Therefore, with the gradual recovery
of the flow of people and the number of flu cases and the normalization of our sales activities,
Kewei, our top-selling product, showed a very good trend of recovery in its sales volume
leveraging on its brand advantages accumulated in the field of flu treatment for years and its
advantages in efficacy and safety.
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Our revenue derived from sales of anti-infective drugs increased by RMB2,503.3 million,
or 77.2%, from RMB3,242.5 million in 2022 to RMB5,745.8 million in 2023. The increase was
primarily attributed to a greater incidence of influenza in 2023 as compared with that of 2022
upon the complete removal of travel restrictions and social-distancing measures in early 2023.
In addition, as result of the COVID-19 pandemic, there has been an increased societal
awareness and focus on respiratory infectious diseases and antiviral treatments. Kewei is a key
drug for the treatment of influenza, within the markets in which we operate. We believe our
ability to maintain our market share in an increasingly competitive environment was primarily
due to our ability to ramp up our oseltamivir phosphate production scale to respond to changing
market demands in a timely manner, our coverage of various sales and distribution channels
and our brand reputation.

DIVIDEND POLICY

During the Track Record Period, we did not declare dividends.

Our Board is responsible for submitting proposals in respect of dividend payments, if any,
to the Shareholders’ general meeting for approval. Our Board may declare dividends in the
future after taking into account our distributable profits, financial condition, cash flow,
expected future capital expenditure, return to our Shareholders, capital requirements, finance
costs, the external financing environment and any other factors that the Directors may deem
relevant. Any declaration and payment, as well as the amount of, dividends will be subject to
the requirements of our constitutional documents and the PRC Company Law. Under the PRC
Company Law and our Articles of Association, dividends are distributed to our Shareholders
in proportion to their shareholdings. As of the Latest Practicable Date, we did not have a formal
dividend policy or a fixed pay-out ratio for future cash dividends. The payment of dividends
may also be limited by legal restrictions and by financing agreements that we may enter into
from time to time.

LISTING AND PRIVATIZATION EXPENSES

The estimated total listing and privatization expenses, which are non-recurring in nature,
are RMB81.9 million. The expenses consist of (i) fees paid and payable to legal advisors and
Reporting Accountants of RMB36.9 million and (ii) other fees and expenses of RMB45.0
million. Among the estimated aggregate amount of our listing and privatization expenses, (i)
RMB38.2 million was or is expected to be charged to our consolidated statements of profit or
loss, of which RMB3.0 million was recognized as our profit or loss for the year ended
December 31, 2023, RMB17.2 million was recognized as our profit or loss for the year ended
December 31, 2024 and RMB18.0 million is expected to be recognized as our profit or loss for
year ending December 31, 2025, and (ii) RMB43.7 million is directly attributable to the
issuance of new Shares and is expected to be accounted for as a deduction from equity upon
the Listing.
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UNAUDITED PRO FORMA STATEMENT OF ADJUSTED NET TANGIBLE ASSETS

The following unaudited pro forma statement of adjusted net tangible assets of the Group
is prepared in accordance with Rule 4.29 of the Listing Rules and is set out below to illustrate
the effect of the Introduction and the Privatisation on the consolidated net tangible liabilities
attributable to equity shareholders of the Company as of 31 December 2024 as if the
Introduction and the Privatisation had taken place at 31 December 2024.

The unaudited pro forma statement of adjusted net tangible assets has been prepared for
illustrative purposes only and because of its hypothetical nature, it may not give a true picture
of the financial position of the Group had the Introduction and the Privatisation been completed
as of 31 December 2024 or at any future date.

Unaudited pro forma

adjusted consolidated Unaudited pro forma adjusted

Consolidated net tangible net tangible assets consolidated net tangible assets
liabilities attributable to equity Effect of the attributable to equity attributable to equity

shareholders of the Company as Introduction and the shareholders of the shareholders of the Company

of 31 December 2024 Privatisation Company per Share
RMB’000 RMB’000 RMB’000 RMB HK$
(Note 1) (Note 2) (Note 3) (Note 4)
(464,765) 3,307,917 2,843,152 5.13 5.55

Notes:

(1) The consolidated net tangible liabilities attributable to equity shareholders of the Company as of 31 December
2024 is arrived at after (i) deducting intangible assets of RMB1,573,456,000; and (ii) adjusting the share of
intangible assets attributable to non-controlling interests of RMB764,542,000 from the consolidated total
equity attributable to equity shareholders of the Company of RMB344,149,000 as of 31 December 2024 which
is extracted from the Accountants’ Report set out in Appendix I to the listing document.

(2)  The adjustment represents the derecognition of the carrying amount of non-controlling interests in HEC CJ
Pharm upon the completion of the Introduction and the Privatisation as at 31 December 2024, and the
corresponding change in consolidated net tangible liabilities attributable to equity shareholders of the
Company, after deduction of listing and privatisation expenses paid or payable by the Company of
RMB61,672,000 (excluding the related expenses charged to profit or loss during the Track Record Period).

(3)  The unaudited pro forma adjusted consolidated net tangible assets attributable to equity shareholders of the
Company per Share is arrived at after the adjustments referred to in the preceding paragraphs and on the basis
that a total of 553,700,263 Shares were in issue (being the outstanding 463,943,215 domestic shares in issue
immediately before the Introduction and the Privatisation and 112,712,832 H shares to be issued pursuant to
the Introduction and the Privatisation, excluding the 22,955,784 shares under the 2023 Restricted Share
Scheme) assuming that the Introduction and the Privatisation had been completed on 31 December 2024.

(4)  The unaudited pro forma adjusted consolidated net tangible assets attributable to equity shareholders of the
Company per Share amount in Renminbi is converted into Hong Kong dollars with an exchange rate of
HK$1.00 to RMBO0.9253. No representation is made that the Renminbi amount has been, could have been or
may be converted into Hong Kong dollars, or vice versa, at that rate or at any other rates.
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(5)  No adjustment has been made to reflect any trading results or other transactions of the Group entered into
subsequent to 31 December 2024, including but not limited to the Special Dividend to be declared by HEC CJ
Pharm to the shareholders whose names appear on the register of members of HEC CJ Pharm on the Share
Exchange Record Date (other than the Company or its subsidiaries, if any). The Directors of the Company
preliminarily estimated that the Special Dividend would amount to approximately RMB593.4 million, based
on the total number of 427,567,700 HEC CJ Pharm Shares held by the aforementioned shareholders as of 31
December 2024 and the proposed Special Dividend of HK$1.50 per HEC CJ Pharm Shares. The Special
Dividend payable is converted from Hong Kong dollars at an exchange rate of HK$1.00 to RMB0.9253. No
representation is made that the Hong Kong dollar amount has been, could have been or may be converted into
Renminbi, or vice versa, at that rate or at any other rates. Had the Special Dividend been declared on 31
December 2024, the unaudited pro forma adjusted net tangible assets would have decreased by RMB593.4
million and the unaudited pro forma adjusted net tangible assets per Share would have decreased by RMB1.07
(equivalent to HK$1.16).

RECENT DEVELOPMENT
Update on Our Financial Performance for the First Quarter of 2025

Our revenue for the first quarter of 2025 decreased by 40.7% as compared with the first
quarter of 2024 which in turn had a greater adverse impact on our profitability in the first
quarter of 2025. Such greater adverse impact on our profitability was primarily due to the fact
that in the first quarter of 2025 as compared with the same period in 2024, (i) our gross profit
margin remained relatively stable; and (ii) our operating expenses decreased at a slower pace
than our revenue. The decrease of the revenue for the first quarter of 2025 was primarily
because (i) our revenue for the first quarter of 2024 was relatively high as there was a
large-scale outbreak of flu season at the end of 2023 which prompted our distributors to
substantially increase the purchase of the oseltamivir phosphate in the first quarter of 2024; and
(i1) due to an outbreak of flu season at the end of 2024, our distributors increased purchase of
oseltamivir phosphate at the end of 2024 to prepare for the flu season ahead of the Chinese
New Year holiday in January 2025. However, as the actual severity of the flu outbreak was less
and the duration of the flu season was shorter than originally expected, the distributors reduced
the purchase of new oseltamivir phosphate from us in the first quarter of 2025.

Special Dividend

Subject to the fulfillment (or waiver, as applicable) of all the Pre-Conditions and the
Conditions, HEC CJ Pharm will pay a Special Dividend to HEC CJ Pharm Shareholders whose
names appear on the register of members of HEC CJ Pharm on the Special Dividend Record
Date other than our Company and our subsidiaries (if applicable). The Special Dividend
payable is based on HK$1.50 per share for a total number of 427,567,700 HEC CJ Pharm
Shares held by the aforementioned shareholders. We estimate that the total Special Dividend
payable would amount to approximately RMB593.4 million which will be settled by the cash
owned by HEC CJ Pharm.
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Key Regulatory Approvals for Our Product Candidates

We submitted the BLAs to the NMPA in January and June 2025, respectively, for two
insulin analogs, namely Guangjianda (Insulin Degludec Injection) and Guangjianshu (Insulin
Degludec/Insulin Aspart Injection). In addition, our two Class I innovative anti-HCV drugs,
namely Netanasvir Phosphate Capsules and Encofosbuvir Tablets, were approved by the NMPA
for launching in China in February 2025 and March 2025, respectively. We are currently
scaling up production and finalizing our market launch preparations, with sales expected to
begin in July 2025 in the PRC. In parallel, we are preparing to initiate negotiations with
national medical insurance authorities in December 2025, and we anticipate that our products
will be included in the NRDL starting in January 2026.

MATERIAL ADVERSE CHANGE

Our Directors confirm that, up to the date of this Listing Document, except as disclosed
above in the section “— Recent Development — Update on Our Financial Performance for the
First Quarter of 2025”, there has been no material adverse change in our financial, operational,
or trading position or prospects since December 31, 2024, which is the end date of the periods
reported on in the Accountants’ Report included in Appendix I to this Listing Document, and
there has been no event since December 31, 2024 that would materially affect the information
as set out in the Accountants’ Report included in Appendix I to this Listing Document. Please
see “Risk Factors — A. Risks Relating to Our Business and Industries — We incurred losses
in certain years during the Track Record Period and recorded significant revenue drop for the
first quarter of 2025 as compared with the first quarter of 2024, and there may be uncertainty
about the business prospects in the future” for details.
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In this Listing Document, unless the context otherwise requires, the following terms
and expressions have the meanings set forth below. Certain other terms are explained in
the section entitled “Glossary of Technical Terms” in this Listing Document.

“3.5 Announcement” the joint announcement issued by our Company and HEC
CJ Pharm on May 10, 2024 regarding the Privatization
Proposal

“Accountants’ Report” the accountants’ report for our Group, the text of which is

set out in Appendix I to this Listing Document

“affiliate(s)” with respect to any specified person, any other person,
directly or indirectly, controlling or controlled by or
under direct or indirect common control with such
specified person

“Al” artificial intelligence

“AIDD” Al-driven Drug Design, drug development method using
Al technology at any point during the drug development
process. The technology leverages the power of machine
learning algorithms to identify potential targets and
design molecules that can interact with those targets

“Articles” or “Articles of the articles of association of our Company, as amended,
Association” supplemented or otherwise modified from time to time,
conditionally adopted on December 11, 2024 with effect
from the Listing Date, a summary of which is set out in

Appendix V to this Listing Document

“B2C” business-to-consumer
“BLA” biologics license applications, applications by which a

pharmaceutical company applies to a drug regulatory
agency to bring a new drug to market

“Board” or “Board of Directors” the board of Directors of our Company
“Board of Supervisors” the board of Supervisors of our Company
“business day” a day on which the Stock Exchange is open for the

transaction of business
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“CAGR” compound annual growth rate
“CCASS” the Central Clearing and Settlement System established

“China,” “PRC” or “mainland
China”

“Companies Ordinance”

“Companies (Winding up and
Miscellaneous Provisions)
Ordinance”

ELINT3

“Company,” “our Company” or
“SLP” or “Offeror”

“Company Law” or “PRC
Company Law”

“Composite Document”

and operated by HKSCC

the People’s Republic of China which for the purpose of
this Listing Document does not include Hong Kong,
Macau and Taiwan unless the context otherwise specifies

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), as amended, supplemented or otherwise
modified from time to time

the Companies (Winding
Provisions) Ordinance (Chapter 32 of the Laws of Hong

up and Miscellaneous

Kong), as amended, supplemented or otherwise modified
from time to time

Sunshine Lake Pharma Co., Ltd. (& R R[5 L8R A
PR/ F]), (formerly known as Sunshine Lake Pharma
Limited*  (BHORPOCEEARAT)), a
established under the laws of the PRC with limited
liability on December 29, 2003, and subsequently

company

converted into a joint stock company with limited
liability on June 21, 2023

the Company Law of the PRC (F3E A [ILFNE A %),
as amended, supplemented or otherwise modified from
time to time

the document to be issued by or on behalf of our
Company and HEC CJ Pharm to all HEC CJ Pharm
Shareholders in accordance with the Takeovers Code
containing, among others, details of the Merger, as may
be revised or supplemented as appropriate, which is
required under the Takeovers Code to be despatched no
later than 7 days after the fulfilment of all Pre-
Conditions (the last of which, as at the Latest Practicable
Date, is the approval for the Listing of the Listing
Committee) and will be available on display on the
Company’s website from the date of its despatch
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“Conditions” has the meaning given to it in the section headed
“History, Development and Corporate Structure —
Structure of the Introduction and the Privatization” in this
Listing Document

“Conditions to effectiveness” has the meaning given to it in the section headed
“History, Development and Corporate Structure —
Structure of the Introduction and the Privatization” in this
Listing Document

s

“Conditions to implementation’ has the meaning given to it in the section headed
“History, Development and Corporate Structure —
Structure of the Introduction and the Privatization” in this

Listing Document

“Controlling Shareholders” has the meaning ascribed to it under the Listing Rules and
unless the context otherwise requires, refers to
Mr. Zhang, Ms. Guo, Guangdong HEC Technology,
Yichang HEC Research, Dongguan HEC Research,
Linzhi HEC Pharmaceutical Research, Ruyuan HEC
Industrial, Yidu HEC Industrial, Yichang HEC Medicine,
Shenzhen HEC  Pharmaceutical, Shenzhen HEC
Industrial, Dongguan HEC Industrial, Zhejiang HEC
Health, Ruyuan Yuneng Electric, Ruyuan Shuaicai
Investment, Shaoguan Xinyuneng Industrial, Ruyuan
Xinjing Technology, Yidu Junjiafang and Yidu
Shuaixinwei, for further details of which, please refer to
“Relationship with our Controlling Shareholders” in this
Listing Document

“CSDcCcC” China Securities Depositary and Clearing Corporation
Limited ("B# 7767045 H A BRIL A )

“CSRC” China Securities Regulatory Commission (4 [2 75 75 B B
EHZEE)
“Delisting Date” the date on which the listing of HEC CJ Pharm on the

Stock Exchange has been withdrawn

“Director(s)” the director(s) of our Company or any one of them
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“Dissenting Shareholder” an HEC CJ Pharm H Shareholder who has validly voted
against the resolutions in respect of the Merger
Agreement, the Merger and the relevant arrangements at
the HEC CJ Pharm EGM and the HEC CJ Pharm H
Shareholders’ Class Meeting

“Domestic Share(s)” ordinary share(s) in the share capital of our Company
with a nominal value of RMBI1.00 each, which are
subscribed for or credited as paid up in Renminbi and are
unlisted Shares which are currently not listed or traded on
any stock exchange

“Dongguan HEC Dongguan HEC Biopharmaceutical R&D Co., Ltd.* (3
Biopharmaceutical” SET R EAE Y 2ET 5 A BR/A 7)), a company established

in the PRC with limited liability on March 21, 2019 and
a direct wholly-owned subsidiary of our Company

“Dongguan HEC Generic Drug” Dongguan HEC Generic Drug R&D Co., Ltd.* (GRFET H
Wt B SERT 85 A P2 F), a company established in the
PRC with limited liability on March 21, 2019 and a direct
wholly-owned subsidiary of our Company

“Dongguan HEC Industrial” Dongguan HEC Industrial Development Co., Ltd.* (35¢
TR EERE R AR/ F]), a company established in
the PRC with limited liability on December 17, 2004, a
wholly-owned subsidiary of Shenzhen HEC Industrial
and one of our Controlling Shareholders

“Dongguan HEC Medical” Dongguan HEC Medical Co., Ltd.* (&R GG EER
FRZAH]), formerly known as Dongguan HEC TaiGen
Pharmaceutical R&D Co., Ltd.* (W 5¢ 5 ot K 5 B4t
A AL/ D), a company established in the PRC with
limited liability on January 10, 2017 and an indirect
non-wholly owned subsidiary of our Company

“Dongguan HEC Medicine” Dongguan HEC Medicine R&D Co., Ltd.* (R5ET H
R BERTEE A BR /A F), a company established in the PRC
with limited liability on March 21, 2019 and a direct
wholly-owned subsidiary of our Company

“Dongguan HEC Pharmaceutical” Dongguan HEC Pharmaceutical Co., Ltd.* (&R
REEA PR/ F]), a company established in the PRC with
limited liability on July 16, 2019 and a direct wholly-
owned subsidiary of our Company
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“Dongguan HEC Research”

“Dongguan Yangzhikang”

“EIT Law”

“Enlarged SLP Group”

“Employee Incentive Scheme”

“EUR”

“Executive”

“Frost & Sullivan”

“Frost & Sullivan Report”

“General Rules of HKSCC”

“Germany HEC”

“Greater China Region”

Dongguan HEC Research Co., Ltd.* (RZEHR B G8EY if
BEABR/AF]), a company established in the PRC with
limited liability on August 23, 2002 and one of our
Controlling Shareholders

Dongguan Yangzhikang Pharmaceutical Co., Ltd.* (3 5¢
ks 2 AR EFAE/A ), a company established in
the PRC with limited liability on August 24, 2018 and an
indirect non-wholly owned subsidiary of our Company

Enterprise Income Tax Law of the PRC (#F%#E A R AL A0 E
WZEFFFLE), as amended, supplemented or otherwise
modified from time to time

our Group together with the privatized HEC CJ Pharm

the employee incentive scheme as adopted on June 18,
2023, the principal terms of which are summarized in
“Appendix VI — Statutory and General Information —
D. Employee Incentive Scheme”

Euro, the lawful currency of member states of the
European Union

the Executive Director of the Corporate Finance Division
of the SFC or any delegate of the Executive Director

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., an
independent global market research and consulting
company

the independent industry report prepared by Frost &
Sullivan as commissioned by us

General Rules of HKSCC published by the Stock
Exchange and as amended from time to time

HEC Pharm GmbH, a company incorporated in Germany
with limited liability on December 22, 2009 and a direct

non-wholly owned subsidiary of our Company

for the purpose of this Listing Document, the PRC, Hong
Kong, Macau and Taiwan
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9 <« ELINT3

“Group,

113 i)

us where the context so requires, in respect of the period

our Group,” “we” or our Company and its subsidiaries from time to time or,
prior to our Company becoming the holding company of
its present subsidiaries, such subsidiaries as if they were
subsidiaries of our Company at the relevant time

“Guangdong HEC Guangdong HEC Biopharmaceutical Co., Ltd* (J& 35
Biopharmaceutical” HLEY REFIA PR F]), a company established in the PRC
with limited liability on February 10, 2017 and an

indirect non-wholly owned subsidiary of our Company

“Guangdong HEC Technology” Guangdong HEC Technology Holding Co., Ltd.* (J# # &K
e B B A BR A F]), a company established in
the PRC on October 24, 1996, whose shares are listed on
the Shanghai Stock Exchange (stock code: 600673), and
one of our Controlling Shareholders

“Guide for New Listing the Guide for New Listing Applicants published by the
Applicants” Stock Exchange effective from January 1, 2024 (as
amended from time to time)

“HEC Biochemical Pharma” Yichang HEC Biochemical Pharmaceutical Co., Ltd* (H
ERPIEAEL EEGBR /A F]), a company established in
the PRC on November 29, 2018 and indirectly controlled
by Ms. Guo and Mr. Zhang

“HEC CJ Pharm” Yichang HEC ChangJiang Pharmaceutical Co., Ltd. (H &
WG CAR LB ER AN A BRAF]) (formerly known as Yidu
HEC Pharmaceutical Company Limited* (‘FL#R 5 G5 48
A7) and Yichang Changjiang Pharmaceutical
Company Limited* (H & TLEEZEA FR/A ), the shares
of which are listed on the Stock Exchange (stock code:
1558), a direct non-wholly owned subsidiary of our
Company

“HEC CJ Pharm EGM” the extraordinary general meeting of HEC CJ Pharm to be
convened, or any adjournment thereof, to consider and, if
thought fit, approve the Merger Agreement, the Merger
and the relevant arrangements
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“HEC CJ Pharm H Share(s)” the ordinary shares issued by HEC CJ Pharm, with a
RMB denominated par value of RMB1.00 each, which
are subscribed for and paid up in Hong Kong dollars and
are listed and traded on the Stock Exchange, representing
approximately 74.29% of the issued share capital of HEC
CJ Pharm as of the date of the 3.5 Announcement

“HEC CJ Pharm H the holder(s) of the HEC CJ Pharm H Share(s)
Shareholder(s)”

“HEC CJ Pharm H Shareholders”  class meeting of HEC CJ Pharm to be convened for HEC
Class Meeting” CJ Pharm H Shareholders, or any adjournment thereof, to
consider and, if thought fit, approve the Merger

Agreement, the Merger and the relevant arrangements

“HEC CJ Pharm Share(s)” ordinary share(s) with a nominal value of RMB1.00 each
in the share capital of HEC CJ Pharm

“HEC CJ Pharm Shareholder(s)” the registered holder(s) of the HEC CJ Pharm Share(s)

“HKD,” “HK$” or “HK dollars” Hong Kong dollars and cents, respectively, the lawful
currency of Hong Kong

“H Share(s)” or “SLP H shares in the ordinary share capital of our Company, with
Share(s)” a nominal value of RMB1.00 each, which are to be traded
in HK$ and listed on the Stock Exchange pursuant to the
Listing
“H Share Registrar” Computershare Hong Kong Investor Services Limited
“HKSCC” Hong Kong Securities Clearing Company Limited, a

wholly owned subsidiary of Hong Kong Exchanges and
Clearing Limited

“HKSCC Nominees” HKSCC Nominees Limited, a wholly owned subsidiary
of HKSCC

“HKSCC Operational the operational procedures of HKSCC, containing the

Procedures” practices, procedures and administrative or other

requirements relating to HKSCC’s services and the
operations and functions of CCASS, FINI or any other
platform, facility or system established, operated and/or
otherwise provided by or through HKSCC, as from time
to time in force
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“Hong Kong” or “HK” the Hong Kong Special Administrative Region of the
PRC

“Hong Kong HEC” HEC (Hong Kong) Sales Co., Limited (77 # 5688

AR F]), a company incorporated in Hong Kong with
limited liability on August 25, 2020 and a direct wholly-
owned subsidiary of our Company

“Hong Kong Listing Rules” or the Rules Governing the Listing of Securities on The
“Listing Rules” Stock Exchange of Hong Kong Limited (as amended
from time to time)

“Hong Kong Stock Exchange” or  The Stock Exchange of Hong Kong Limited
“Stock Exchange”

“ICH” International Council for Harmonization of Technical
Requirements for Pharmaceuticals for Human Use (ICH),
an initiative that brings together the regulatory
authorities and pharmaceutical industry to discuss
scientific and technical aspects of pharmaceuticals and
develop ICH guidelines

“IFRS” IFRS Accounting Standards issued by the International
Accounting Standards Board

“Implementation Date” the implementation date of the Merger agreed between
our Company and HEC CJ Pharm upon which our
Company will assume all assets, liabilities, interests,
businesses, qualifications, employees, contracts and all
other rights and obligations of HEC CJ Pharm

“IND” investigational new drug, an application and approval
process required before drug candidates may commence
clinical trials

“Independent Third Party(ies)” a person or entity who is not a connected person of our
Company within the meaning of the Hong Kong Listing

Rules

“Independent HEC CJ Pharm H HEC CJ Pharm H Shareholders other than SLP and SLP

Shareholders” Concert Parties
“Independent HEC CJ Pharm HEC CJ Pharm Shareholders other than SLP and SLP
Shareholders” Concert Parties
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“Listing Committee’

“Listing Date”

“Listing Document”
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“Introduction” the proposed Listing of our Company by way of
introduction on the Main Board of the Hong Kong Stock
Exchange, which include the creation of listed equity
consideration (in the form of H Shares) for the
Privatization

“KOL(s)” key opinion leader, a person or organization who has

expert product knowledge and influence in a particular
field, who is trusted by relevant interest groups and has
significant effects on consumer behavior

June 20, 2025, being the latest practicable date for
ascertaining certain information in this Listing Document
prior to its publication

Linzhi HEC Pharmaceutical Research Co., Ltd.* (FAZ
Bt aE WA /A7), a company established in the
PRC with limited liability on December 20, 2016 and one
of our Controlling Shareholders

the listing (by way of introduction) of, and permission to
deal in, the H Shares on the Main Board of the Stock
Exchange

the Listing Committee of the Stock Exchange

the date, expected to be on or about Thursday, August 7,
2025, on which the H Shares are listed and on which
dealings in the H Shares are first permitted to take place
on the Stock Exchange

this listing document being issued by our Company in
connection with the Introduction

the last date the Pre-Conditions, the Conditions to
effectiveness and the Conditions to implementation can
be fulfilled or waived, as applicable, being December 31,
2025 or such other date as agreed between our Company
and HEC CJ Pharm with the consent of the Executive

the Macau Special Administrative Region of the PRC
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“Main Board” the stock exchange (excluding the option market)
operated by the Stock Exchange which is independent
from and operates in parallel with the GEM of the Stock
Exchange

“Merger” the proposed merger by absorption of HEC CJ Pharm by
our Company in accordance with the PRC Company Law
and other applicable PRC laws as contemplated under the
Merger Agreement

“Merger Agreement” the merger agreement entered into between our Company
and HEC CJ Pharm on May 10, 2024 in relation to the
Merger

“Ministry of Finance” or “MOF”  the Ministry of Finance of the PRC (3 A &1 2 i B
#B) (or its local authority, as applicable)

“MIIT” the Ministry of Industry and Information Technology of
the PRC ("3 A\ R ALFIE T2EMME BALH) (or its local
authority, as applicable)

“Mr. Zhang” Mr. ZHANG Yushuai (5% & i), the son of Ms. Guo and
one of our Directors and Controlling Shareholders

“Ms. Guo” Ms. GUO Meilan (54 ), the mother of Mr. Zhang and
one of our Controlling Shareholders

mu an area unit used in China, equals to approximately 667
square metres

“National Essential Drug List” the National Essential Drug List (2018 version) ( (R
FAZEY) H #(20184F L)) ) promulgated by the NHC, as
amended, supplemented or otherwise modified from time

to time
“NCCN” National Comprehensive Cancer Network
“NDA” new drug application, a process required by a regulatory

authority to approve a new drug for sale and marketing
“NDRC” the National Development and Reform Commission of

the PRC (3 A AN B B K5 M § 22 B &) (or its

local authority, as applicable)
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“NHC” National Health Commission of the PRC (*#E A R ALFN
%%i@%%ﬁﬁ), formerly known as National
Health and Family Planning Commission of the PRC
(“NHFPC”) (3 N RAFE B KL st R AE TR A
@); references to NHC include NHFPC

“NMPA” the National Medical Products Administration (%44 &
EABHE R)), formerly known as China Food and Drug
Administration (“CFDA™) (2% E i 3E i BB A BELARR))
or State Food and Drug Administration (“SFDA”) (Bl %
B EE N BB E M R) or China’s Drug administration
(“CDA”) (BIF2E 5 BB EPLR); references to NMPA
include CFDA, SFDA and CDA

“North & South Brother (HK)” North & South Brother International Investment H.K. Co.
Limited (FHEFILILHEIEHREARAT), a company
established in Hong Kong on October 31, 1997 and an
Independent Third Party

“North & South Brother Pharma” North & South Brother Pharmacy Investment Company
Limited (FJLICREERERMAT), a company
established in Hong Kong on October 31, 2006 and an
Independent Third Party

“NPC” the National People’s Congress of the PRC (1% AR IL
A A BN AR K B
“NRDL” China’s National Reimbursement Drug List, also known

as Drugs Catalog for the National Basic Medical
Insurance, Work-related Injury Insurance and Maternity
Insurance ( B FIEAEHAREG - TAG B B IR B 28
i H#k) ), which was published by MOHRSS, as
amended, supplemented or otherwise modified from time
to time

“Oseltamivir Phosphate Licensor” F. Hoffmann-La Roche Ltd, an international
pharmaceutical company based in Switzerland that holds
the rights to certain patents relating to oseltamivir
phosphate, an Independent Third Party

“oTC” over the counter, drugs sold directly to a consumer
without a prescription, as opposed to prescription drugs
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“PBOC” People’s Bank of China ([ A [K4R17), the central bank
of the PRC
“PCT” the Patent Cooperation Treaty, an international patent law

“Poisons and Drugs Research
Office”

“PRC GAAP”

“Pre-Listing Investment”

“Pre-Listing Investors”

“PRC Laws”

“PRC Legal Advisor”

“Pre-Conditions”

“Privatization”

“Privatization Proposal”

treaty, concluded in 1970. It provides a unified procedure
for filing patent applications to protect inventions in each
of its contracting states. A patent application filed under
the PCT is called an international application, or PCT
application

Poisons and Drugs Research Office of the Medical
Science Academy of the PRC People’s Liberation Army

(R R A S R I o R B e A ) ZE ) 0T 5 )
generally accepted accounting principles of PRC
investment made by the Pre-Listing Investors

the investors as set out in the section headed “History,
Development and Corporate Structure — Pre-Listing
Investment — 5. Information about the Pre-Listing
Investors” in this Listing Document

any and all laws, regulations, statutes, rules, decrees,
notices, and supreme court’s judicial interpretations as
may be in force and publicly available in the PRC from
time to time

Jia Yuan Law Offices, our legal advisor as to PRC laws

has the meaning given to it in the section headed
“History, Development and Corporate Structure —
Structure of the Introduction and the Privatization” in this
Listing Document

the privatization of HEC CJ Pharm by our Company by
way of merger by absorption in accordance with the PRC
Company Law and other applicable PRC laws as
contemplated under the Merger Agreement and the
voluntary withdrawal of the listing of the HEC CJ Pharm
H Shares from the Stock Exchange pursuant to
Rule 6.15(2) of the Listing Rules

the proposal for the Privatization
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“province” a province or, where the context requires, a provincial
level autonomous region or municipality, under the direct
supervision of the central government of the PRC

“R&D” research and development

“RMB” or “Renminbi” Renminbi, the lawful currency of the PRC

“Ruyuan HEC Enterprise Ruyuan Yao Autonomous County HEC Enterprise
Management” Management Co., Ltd.* (FLIRHEK BIGMR OGRS

MABRAF]), a company established in the PRC with
limited liability on September 2, 2010

“Ruyuan HEC Industrial” Ruyuan Yao Autonomous County HEC Industrial
Development Co., Ltd.* (FLUREEIE A IGRR R G H £
JEABR/AF]), a company established in the PRC with
limited liability on May 28, 2004 and one of our
Controlling Shareholders

“Ruyuan HEC Pharma” Ruyuan HEC Pharmaceutical Co., Ltd.* (FLUFHRG:4E
¥HM2AF]), a company established in the PRC with
limited liability on March 5, 2010 and indirectly
controlled by Ms. Guo and Mr. Zhang

9

“Ruyuan Shuaicai Investment Ruyuan Yao Autonomous County Shuaicai Investment

Service Partnership (L.P.)* (FLUREE & BIG 8RN A B &R
HEBEEAREY)), a limited partnership established
in the PRC on February 4, 2024 of which Mr. Zhang is the
sole general partner and owns 90% interest therein and
one of our Controlling Shareholders

“Ruyuan Xinjing Technology” Ruyuan Yao Autonomous County Xinjing Technology
Development Co., Ltd.* (FLIRHE & B IGRRH 2 BH 88
AT, a company established in the PRC with
limited liability on June 26, 2001 and one of our
Controlling Shareholders

“Ruyuan Yangzhiguang Ruyuan Yangzhiguang Aluminum Development Co.,
Aluminum” Lid.*  (FLIERZ G E R AR AR]), a  company
established in the PRC with limited liability on June 25,

1998
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“Ruyuan Yuneng Electric” Ruyuan Yao Autonomous County Yuneng Electric
Industrial Co., Ltd.* (FLIREE IR A{GFRE REE T H A R
/v H]), a company established in the PRC with limited
liability on June 26, 2001 and one of our Controlling
Shareholders

“SAFE” State Administration of Foreign Exchange of the PRC (*
SN BN A=)

“SAMR” State Administration for Market Regulation of the PRC
(N R I 1 5 T 455 B A B

“SASAC” the State-owned Assets Supervision and Administration
Commission of the State Council (B EIA & s BB
EHZEEE)
“SAT” the State Taxation Administration of the PRC (‘F#E AR
SRR 2 5B 55 4 JR))
“Securities and Futures the Securities and Futures Ordinance (Chapter 571 of the
Ordinance” or “SFO” Laws of Hong Kong) (as revised, supplemented or

otherwise modified from time to time)
“SFC” the Securities and Futures Commission of Hong Kong

“Shaoguan Xinyuneng Industrial” Shaoguan Xinyuneng Industrial Investment Co., Ltd.*
(FRBR BT AR SEBCE A BRA A]), a company established
in the PRC with limited liability on November 9, 2016
and one of our Controlling Shareholders

“Share(s)” ordinary share(s) in the share capital of our Company
with a nominal value of RMB1.00 each, comprising
Domestic Shares and H Shares

“Shareholder(s)” holder(s) of our Share(s)
“Share Exchange” exchange of the HEC CJ Pharm H Shares held by the
Share Exchange Shareholders into the H Shares

according to the Share Exchange Ratio and the terms of
the Merger Agreement
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“Share Exchange HEC CJ Pharm  the HEC CJ Pharm H Shares held by the Share Exchange
H Share(s)” Shareholders which will be exchanged into the H Shares
according to the Share Exchange Ratio pursuant to the

Share Exchange

“Share Exchange Ratio” one HEC CJ Pharm H Share to exchange for 0.263614 H
Share, meaning that our Company will issue 0.263614 H
Share to exchange for one HEC CJ Pharm H Share

“Share Exchange Record Date” the trading day of the Stock Exchange, expected to be on
or about Monday, August 4, 2025, on which a list of the
Share Exchange Shareholders who are eligible to
participate in the Share Exchange and the number of HEC
CJ Pharm H Shares held by such Share Exchange
Shareholders will be confirmed

“Share Exchange Shareholder(s)” the HEC CJ Pharm Shareholders who are registered on
the register of members of HEC CJ Pharm on the Share
Exchange Record Date (other than our Company or our
subsidiaries (if any)) including the HEC CJ Pharm
Shareholders who, on the Share Exchange Record Date,
do not declare, only partially declare, are ineligible to
declare or invalidly declare to exercise the right of the
Dissenting Shareholders and any third party designated
by HEC CJ Pharm which has acquired HEC CJ Pharm
Shares held by the Dissenting Shareholder(s) (if any)

“Shenzhen HEC Industrial” Shenzhen HEC Industrial Development Co., Ltd.* ({F3I
TR EH EE R AR/ F]), a company established in
the PRC with limited liability on January 27, 1997 and
one of our Controlling Shareholders

“Shenzhen HEC Industrial Shenzhen HEC Industrial and its subsidiaries (other than
Group” our Group)

“Shenzhen HEC Pharmaceutical” Shenzhen HEC Pharmaceutical Co., Ltd.* (‘ﬁéﬂllfﬁﬁf%‘%
A R/AT]), a company established in the PRC with
limited liability on March 14, 2016 and one of our
Controlling Shareholders

“Shenzhen HEC Testing” Shenzhen HEC Testing Technology Co., Ltd.* (GEIIIT &R
B e AL T A BRZA ), a company established in the
PRC with limited liability on February 28, 2014 and a
direct wholly-owned subsidiary of our Company
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“Shenzhen NewFoxon” NewFoxon Xuebao No. 3 Private Securities Investment
Fund* (A& WIS E39ERSLEHERES), a  fund
managed by Shenzhen NewFoxon Investment Co., Ltd.*

(BRINAR = 3 5 B BT BR A D)

“SLP Concert Parties” parties acting in concert with us in relation to HEC CJ
Pharm under the Takeovers Code

“Sole Sponsor” China International Capital Corporation Hong Kong
Securities Limited

“Special Dividend” subject to, the fulfillment (or waiver, as applicable) of all
the Pre-Conditions and the Conditions, the proposed
special dividend of HK$1.50 per HEC CJ Pharm Share to
be declared by HEC CJ Pharm payable in cash to HEC CJ
Pharm Shareholders whose names appear on the register
of members of HEC CJ Pharm on the Special Dividend
Record Date other than our Company and our
subsidiaries (if applicable)

“Special Dividend Record Date” the record date for determining the entitlements of HEC
CJ Pharm Shareholders to the proposed Special Dividend,
which will be decided by the board of HEC CJ Pharm and
announced by HEC CJ Pharm

“State Council” State Council of the PRC (" A RILANE B75 be)
“subsidiary(ies)” has the meaning ascribed to it in section 15 of the

Companies Ordinance
“Supervisor(s)” the supervisor(s) of our Company

“Suzhou Fenghe” Suzhou Fenghe Yinghui Corporate Management
Partnership (L.P.)* (Bf/NSRZEMMDEEMEBBEE
FRE%)), a limited partnership established in the PRC on
December 20, 2024

“Takeovers Code” the Code on Takeovers and Mergers issued by the SFC, as
amended, supplemented or otherwise modified from time
to time

“Track Record Period” the three financial years ended December 31, 2022, 2023
and 2024
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“United States” or the “U.S.” the United States of America, its territories and
possessions, any State of the United States and the
District of Columbia

“U.S. Securities Act” The United States Securities Act of 1933, as amended

“US$” or “US dollars” United States dollars, the lawful currency of the United
or “USD” States

“US HEC” HEC Pharm USA, Inc., a corporation incorporated in the

State of New Jersey on November 1, 2011 and an indirect
wholly-owned subsidiary of our Company

“Yichang HEC Medical Yichang HEC Medical Technology Promotion Service
Technology” Co., Ltd.* (HEBHECELERFIMERBEERAT), a

company established in the PRC with limited liability on
September 10, 2019 and an indirect non-wholly owned
subsidiary of our Company

“Yichang HEC Medical” Yichang HEC Medical Co., Ltd.* (B & #0584 fR
/3 H]), a company established in the PRC with limited
liability on July 8, 2005 and an indirect non-wholly
owned subsidiary of our Company

“Yichang HEC Medicine” Yichang HEC Medicine Co., Ltd.* (& HR e 2E Ry
AT, a company established in the PRC with
limited liability on January 12, 2004, a non wholly-
owned subsidiary of Shenzhen HEC Industrial and one of
our Controlling Shareholders

“Yichang HEC Pharmaceutical” Yichang HEC Pharmaceutical Co., Ltd.* (& RIEHR
A FR/AF]), a company established in the PRC with
limited liability on February 28, 2018 and an indirect
non-wholly owned subsidiary of our Company

“Yichang HEC Research” Yichang HEC Research Co., Ltd.* (‘H & R CgEnt i
FRZ\7]), a company established in the PRC with limited
liability on December 12, 2014 and one of our
Controlling Shareholders
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“Yidu HEC Industrial” Yidu HEC Industrial Development Co., Ltd.* (EL#RT &R
Bt E 2B A RN D), a company established in the
PRC with limited liability on February 10, 2004, a non
wholly-owned subsidiary of Shenzhen HEC Industrial
and one of our Controlling Shareholders

“Yidu Fangwenwen” Yidu Fangwenwen Equity Investment Limited (L.P.)*
(CE#RIT SO E G A IRGH)),  a limited
liability partnership established in the PRC on
February 5, 2021 of which Dr. Zhang Yingjun is the sole
general partner, and one of our employee incentive
platforms

“Yidu Junjiafang” Yidu Junjiafang Equity Investment Limited (L.P.)*
(EBE AT E B AR REH)), a  limited
liability partnership established in the PRC on
October 30, 2020 of which Mr. Zhang is the sole general
partner, and one of our Controlling Shareholders

“Yidu Shuaixinwei” Yidu Shuaixinwei Equity Investment Limited (L.P.)*
(CEARR B RS S BB AEEREH)), a  limited
liability partnership established in the PRC on
October 30, 2020 of which Mr. Zhang is the sole general
partner, and one of our Controlling Shareholders

“Yidu Yingwenfang” Yidu Yingwenfang Equity Investment Limited (L.P.)*
(EISOT B E B R REH)), a  limited
liability partnership established in the PRC on
February 9, 2021 of which Dr. Zhang Yingjun is the sole
general partner, and one of our employee incentive
platforms

“Zhejiang HEC Health” Zhejiang HEC Health Pharmaceutical Co. Ltd.* (#i7L&
Bt fa R gE 26 A R0 ), a company established in the
PRC with limited liability on September 15, 2009, a
wholly-owned subsidiary of Shenzhen HEC Industrial
and one of our Controlling Shareholders

“%” per cent

ELIT3 [LIT3

In this Listing Document, the terms “associate”, “close associate”, “connected person”,
“core connected person”, “connected transaction”, “controlling shareholder” and “substantial
shareholder” shall have the meanings given to such terms in the Hong Kong Listing Rules,

unless the context otherwise requires.
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Certain amounts and percentage figures included in this Listing Document have been
subject to rounding. Accordingly, figures shown as totals in certain tables may not be an
arithmetic aggregation of the figures preceding them. Any discrepancies in any table or chart
between the total shown and the sum of the amounts listed are due to rounding.

For ease of reference, in this Listing Document, “*” denotes translation of certain PRC

established companies or entities, laws or regulations into English for identification purposes
only. In the event of any inconsistency, the Chinese versions shall prevail.
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This glossary of technical terms contains terms used in this Listing Document as
they relate to our business. As such, these terms and their meanings may not always
correspond to standard industry meaning or usage of these terms.

“antibiotic(s)” a substance produced by or derived from certain fungi,
bacteria and other microorganisms, or produced by
chemical processes that can destroy or inhibit the growth
of other microorganisms; widely used in the prevention
and treatment of infectious diseases

“acute myeloid leukemia” or a cancer caused by an over-proliferation of myeloid blood
“AML” cells, characterized by the rapid growth of large numbers
of abnormal cells in the bone marrow and blood, which

interfere with blood production

“AD” or “Alzheimer’s disease” caused by the accumulation of abnormal protein
structures in the brain, which leads to the death of brain
cells and the shrinking of brain tissue, affecting patients’
memory and thinking skills

“ADC” antibody drug conjugate, a class of biopharmaceutical
drugs that comprise an antibody conjugated to a payload
molecule, typically a cytotoxic agent, via a chemical
linker

“API(s)” active pharmaceutical ingredient (API) (or drug
substance), any substance or mixture of substances
intended to be used in the manufacture of a drug
(medicinal) product and that, when used in the production
of a drug, becomes an active ingredient of the drug
product.

“bioequivalence” the relationship between two preparations of the same
drug in the same dosage form that have a similar
bioavailability (rate and extent of availability)

“biosimilar” a therapeutic biological product that is similar in quality,

safety and efficacy to a reference drug approved for
registration

- V-58 -



APPENDIX V LISTING DOCUMENT

GLOSSARY OF TECHNICAL TERMS

“blood glucose” also referred to as blood sugar, the concentration of
glucose in your blood, an indicator of diabetes

monitoring
“Class I innovative innovative drug that has never been marketed worldwide,
(chemical/biological) drug” or being API and its preparation that contain new
“innovative compounds with clearly defined structure and
(chemical/biological) drug” pharmacological effects which is defined by Reform Plan

for Registration Category of Chemical Medicine ( {{t&%
SENGEM SR TAEJ7 %) ) issued by NMPA on
March 4, 2016; in other jurisdictions, this type of drug
may be classified differently, such as new drug or other
classifications, based on their respective regulatory

frameworks
“Class II modified new modified new drug that has never been marketed
(chemical) drug” worldwide, being drugs that optimize their structure,

dosage form, prescription process, administration route,
and indication on the basis of known active ingredients
which is defined by Reform Plan for Registration
Category of Chemical Medicine ( fb2%25 i 1 7 FH ok
HTAEHZE) ) issued by NMPA on March 4, 2016

“Class III chemical drug” drugs produced domestically that mimic in-house
research and development drugs already listed overseas
but not yet listed domestically, having the same active
ingredients, dosage forms, specifications, indications,
administration routes, and dosage as reference
preparations which is defined by Reform Plan for
Registration Category of Chemical Medicine ( {fbZ%%&
i s O TAE 7 %) ) issued by NMPA on March
4, 2016

“Class III biological drug” biological products that have been marketed in or outside
China which is defined by Requirements for Registration
Classification and Application Dossiers of Biological
Products ( CEYRE MR LR RERER) )
issued by NMPA on June 29, 2020
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“Class IV chemical drug” drugs produced domestically that mimic domestically
listed in-house research and development drugs, having
the same active ingredients, dosage forms, specifications,
indications, administration routes, and dosage as the
reference formulation which is defined by Reform Plan
for Registration Category of Chemical Medicine ( ({5
SENLGEM SO TAE %) ) issued by NMPA on
March 4, 2016

“cccDNA” covalently closed circular DNA, a special DNA structure
that arises during the propagation of some viruses in the
cell nucleus and may remain permanently there

“chemotherapy” treatment of non-specific usage of intracellular poisons to
inhibit mitosis (cell division) or induce DNA damage

“CIA” chemotherapy-induced anemia, a side effect of
chemotherapy that can occur when chemotherapy drugs
damage cells in the bone marrow that produce red blood
cell

“cirrhosis” a chronic disease of the liver marked by degeneration of
cells, inflammation and fibrous thickening of tissue

“Class I hospital” or “primary township or community hospitals designated as Class I
hospital” hospitals by the hospital classification system of the
National Health and Family Planning Commission
(currently known as National Health Commission of the
PRC ("3 NRILAEE F A @HZ ), whose
primary focus is on preventive care, minimal health

services, and rehabilitation

“Class II hospital” or “secondary  regional hospitals designated as Class II hospitals by the
hospital” hospital classification system of the National Health and
Family Planning Commission (currently known as the
NHC), typically providing multiple communities with
integrated healthcare services and undertaking certain

academic and scientific research missions
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“Class III hospital” or “tertiary largest regional hospitals with the highest standard in
hospital” China designated as Class III hospitals by the hospital
classification system of the National Health and Family
Planning Commission (currently known as the NHC),
typically providing high-quality professional healthcare
services covering a wide geographic area and undertaking

higher academic and scientific research initiatives

“CMC” chemistry, manufacturing, and controls

“COPD” chronic obstructive pulmonary disease, a progressive and
often preventable lung disease characterized by long-
term breathing problems and poor airflow due to
conditions like chronic bronchitis and emphysema

“CR” complete remission, the disappearance of all signs and
symptoms of a disease, usually after treatment, indicating
that the disease is no longer detectable

“CRc” composite complete remission

“CRh” complete remission with partial hematologic recovery

“CRO” contract research organization, a contract research
organization, = who  provides support to the

pharmaceutical, biotechnology, and medical device
industries in the form of research services outsourced on
a contractual basis

“DAA” direct-acting antiviral agent(s) or drug(s), drugs used to
treat viral infections, especially hepatitis C, by directly
targeting the virus and inhibiting its replication,
significantly improving treatment effectiveness and
shortening treatment duration

“DDP (Incoterms 2010)” Delivered Duty Paid under the 2010 version of the
Incoterms, an international trade term where the seller
assumes responsibility for all costs, risks and obligations
involved in delivering goods to the buyer’s designated
location, including customs duties, taxes, and transport
costs, until delivery is completed

- V-61-



APPENDIX V LISTING DOCUMENT

GLOSSARY OF TECHNICAL TERMS

“DPP-4” dipeptidyl peptidase-4, also known as adenosine
deaminase complexing protein 2 or CD26 (cluster of
differentiation 26) is a protein that, in humans, is encoded
by the DPP4 gene

“diabetes” a chronic disease marked by high blood sugar that occurs
either when the pancreas does not produce enough insulin
or when the body cannot effectively use the insulin it
produces

“DNA” deoxyribonucleic acid, a molecule that carries most of the
genetic instructions used in the development, functioning
and reproduction of all known living organisms and many

viruses

“drug-drug interaction” means the cumulative changes in a drug’s effect on the
body when the drug is taken together with another drug.
Drug-drug interaction can delay, decrease, or enhance
absorption of either drug

“druggability” the ability of a target to be therapeutically modulated by
medicines
“Encofosbuvir” or a Class I innovative anti-HCV drug candidate, previously
“Encofosbuvir Tablets” known as “Yiqibuvir”
“ESCC” or “esophageal a high-mortality cancer with complex etiology and
squamous cell carcinoma” progression involving both genetic and environmental
factors
“exposure-response exposure-response  analysis refers to developing
(E-R) models” empirical models to characterize the relationship between

drug exposure vs. drug response. Drug response can refer
to biomarker changes, safety events, and clinical
responses

“FGF21” fibroblast growth factor 21, is a metabolic hormone
primarily expressed in the liver. It acts on adipose, liver
and pancreatic tissues to regulate glucose and lipid
homeostasis as well as other metabolic processes
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“FLT3” a transmembrane ligand-activated receptor tyrosine
kinase that is normally expressed by hematopoietic stem
or progenitor cells and plays an important role in the
early stages of both myeloid and lymphoid lineage
development

“FLT3 inhibitor” a type of tyrosine kinase inhibitors, which inhibit the
phosphorylation of FLT3 protein through the ATP binding
site of the active region of the kinase, and then inhibit the
relevant downstream growth signaling pathway, and play
a therapeutic role

“FLT3-1ITD” FLT3 internal tandem duplication, a common mutation in
AML and correlates with a poor prognosis and higher risk
of relapse of AML patients. ITDs are in-frame mutations
caused by duplication of various in length fragments
encoding the JM domain of FLT3 receptor. The length of
ITD insert can influence the clinical outcome in AML
patients

“fusion protein” proteins created through the joining of two or more genes
by molecular engineering

“generic drug” a drug that contains the same active ingredients as an
original formulation and is comparable in dosage form,
strength, quality, performance and intended use

“GCG” glucagon, a peptide hormone produced by the alpha cells
of the pancreas. It raises blood glucose by promoting
glycogen breakdown and new glucose synthesis in the

liver

“GCP” good clinical practice, an international ethical and
scientific quality standard for the performance of a
clinical trial on medicinal products involving humans

“GIP” dependent insulinotropic polypeptide. Secreted by
intestinal K-cells upon food intake, especially carbs. It
stimulates insulin release in a glucose-dependent way and
affects lipid metabolism
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“GLP” good laboratory practice, a quality system of
management controls for research laboratories and
organizations to try to ensure the uniformity, consistency,
reliability, reproducibility, quality and integrity of
chemical and pharmaceuticals non-clinical safety tests

“GLP-1” glucagon-like peptide-1, an incretin hormone secreted by
L-cells in the distal intestinal ileum and colon after eating

“GMP” good manufacturing practice, a quality system enforced
by relevant regulatory authorities to ensure that the
products produced meet specific requirements for
identity, strength, quality and purity

l

“granules’ a form in which medicines may be delivered for oral
ingestion, produced by mixing extracted active medicinal
ingredients with supplemental materials or powdered

medicines which are formed into dry granules

“GSP” good supply practice, guidelines and regulations from
time to time issued pursuant to the Drug Administration
Law of the PRC ( {3 A RILAIEEE N FHIE) ) to
provide quality assurance and ensure that pharmaceutical
distribution  enterprises  distribute = pharmaceutical
products in compliance with the guidelines and
regulations

“head-to-head” a trial designed to evaluate an investigational medicine
compared to an existing standard of care

“HIF-PHD” hypoxia inducible factors — prolyl hydroxylase domain
proteins. Hypoxia inducible factors (HIFs) are central
transcription factors in the hypoxia response and drive
the expression of a vast number of survival genes in
cancer cells and in cells in the tumor microenvironment.
HIFs are tightly controlled by a class of oxygen sensors,
the HIF-prolyl hydroxylase domain proteins (PHDs),
which hydroxylate HIFs, thereby marking them for
proteasomal degradation
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“HbAlc” glycosylated hemoglobin, a form of hemoglobin that is
chemically linked to a sugar. Most monosaccharides,
including glucose, galactose and fructose, spontaneously
bond with hemoglobin, when present in the bloodstream
of humans

“HBcrAg” hepatitis B core-related antigen, a soluble antigen that
circulates in the blood

“HBsAg” HBYV surface antigens, a protein found on the surface of
HBV
“hepatitis B” an infectious disease affecting the liver, caused by the

hepatitis B virus (HBV)

“hepatitis C” an infectious disease affecting primarily the liver, caused
by the hepatitis C virus (HCV)

“hERG” hERG codes for a protein known as Kvll.1, the alpha
subunit of a potassium ion channel. This ion channel is
best known for its contribution to the electrical activity of
the heart; the hERG channel mediates the repolarizing
IKr current in the cardiac action potential, which helps
coordinate the heart’s beating

“heuristic search” a type of problem-solving algorithm that uses heuristic
functions to guide the exploration of possible solutions. A
heuristic function is an approximation or estimation used
as a way to find better, more efficient solutions faster
than exhaustive searches through all possible
combinations

“hypertension” a long-term medical condition in which blood pressure is
persistently elevated

“hyperuricemia” a level of uric acid in the blood that is abnormally high

“hypoglycemic” a condition in which the blood sugar (glucose) level is
lower than the standard range
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“in vitro” Latin for “in glass” (usually performed in experimental
glassware); studies in vitro are conducted using
components of an organism that have been isolated from
their usual biological surroundings, such as
microorganisms, cells or biological molecules

“in vivo” Latin for “within the living”; studies in vivo are those in
which the effects of various biological entities are tested
on whole, living organisms as opposed to a partial or
dead organism

“IPF” or “idiopathic pulmonary a chronic, progressive lung disease. This condition causes
fibrosis” scar tissue (fibrosis) to build up in the lungs, which
makes the lungs unable to transport oxygen into the

bloodstream effectively

“inhibitor” also known as retarding agent, a substance used to block
or reduce the rate of chemical reaction, the same effect as
a negative catalyst

“insulin” a substance that the human body makes and uses to turn
sugar into energy

“License in/License out” the introduction or licensing of products or technologies

“mechanism of action” the specific biochemical interaction through which a drug

substance produces its pharmacological effect

“molecule” an electrically neutral group of two or more atoms held
together by chemical bonds

“monotherapy” treatment of a condition by means of a single drug

“NASH” non-alcoholic steatohepatitis, severe form of
nonalcoholic fatty liver disease characterized by
inflammation of the liver and damage to liver cells,
which can lead to fibrosis (scarring) or cirrhosis

“Netanasvir Phosphate” or a Class I innovative anti-HCV drug candidate, previously
“Netanasvir Phosphate known as “Antaitasvir Phosphate”
Capsules”
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“NS5A”

“NSSB”

“NS3/4A”

“Olorigliflozin” or

s

“Olorigliflozin Capsules’

“orphan drug designation”

“pan-genotypic”

“pharmacology”

“Phase I clinical trial(s)”

“Phase II clinical trial(s)”

“Phase III clinical trial(s)”

non-structural protein 5A, a zinc-binding and proline-rich
hydrophilic phosphoprotein that plays a key role in HCV
RNA replication

non-structural protein 5B, an RNA polymerase

a protease that plays an essential role in translation and
polyprotein processing during the HCV viral replication
process

a Class I innovative antidiabetic medication drug
candidate, previously known as  “Rongliflozin
Pyroglutamate”

a designation granted by the FDA to a drug or biological
product which prevents, diagnoses or treats a rare disease
or condition, qualifying the sponsors for certain

incentives

anti-viral activity against all genotypes; for hepatitis C, a
pan-genotypic drug would effectively target genotypes 1
to 6

the science that deals with the origin, nature,
chemistry, effects, and uses of drugs, including
pharmacognosy, pharmocokinetics, pharmacodynamics,
pharmacotherapeutics and toxicology

phase I clinical trials aim to test the safety of a new drug
candidate

phase II clinical trials test the new drug candidate on a
larger group of patients, to gather information about
whether it works and how well it works in the short-term

phase III clinical trials are for a new drug candidate that
has already passed phases I and II which test the new
drug candidate in larger groups of patients, and compare
the new drug candidate against an existing treatment or a
placebo to see if it works better in practice and if it has
important side effects
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“placebo” a substance or treatment with no active therapeutic effect,
commonly used in clinical trials as the administered
substance for the control group

“pneumonia” an infection of one or more lungs which is usually caused
by bacteria, viruses or fungi

“PPI” proton pump inhibitors, a substance used to treat certain
disorders of the stomach and intestines, such as heartburn
and ulcers. Proton pump inhibitors block the actions of an
enzyme in the stomach and reduce the amount of acid
made in the stomach

]

“pre-clinical studies’ pre-clinical studies testing a drug candidate on nonhuman
subjects, to gather efficacy, toxicity, pharmacokinetic and
safety information and to decide whether a drug

candidate is ready for clinical trials

“primary endpoint” the main clinical event or result that is measured at a
specified time of the study to see if the investigational
treatment is effective

“PROTAC” proteolysis targeting chimera, a molecule that induces
selective intracellular proteolysis

“proteolysis” the breakdown of proteins or peptides into amino acids by
the action of enzymes

“QT interval” the duration of ventricular electrical systole, a
measurement made on an electrocardiogram used to
assess some of the electrical properties of the heart

“receptor” a protein molecule usually found on the surface of a cell
that receives chemical signals from outside the cell

“ribavirin” an anti-viral medication used to treat respiratory
syncytial virus infection, hepatitis C and viral

hemorrhagic fevers

“RLD” reference listed drug, the approved drug product that the
proposed generic drug is intended to duplicate
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“RNA” ribonucleic acid, a polymeric molecule essential in
various biological roles in coding, decoding, regulation
and expression of genes

“SGLT-2” sodium-glucose Cotransporter-2, a protein that facilitates
glucose reabsorption in the kidney

“sildenafill” a medication used to treat erectile dysfunction and
pulmonary arterial hypertension

“SVR12” sustained virologic response 12 weeks after treatment
completion

“synthesis” the production of chemical compounds by reaction from
simpler materials

“tadalafil” a medication used to treat erectile dysfunction, benign

prostatic  hyperplasia, and  pulmonary  arterial
hypertension

a form of diabetes characterized by high blood sugar,
insulin resistance and relative lack of insulin

tyrosine kinase domain, a specific region within a protein
that has the enzymatic activity to phosphorylate tyrosine
residues on other proteins, playing a crucial role in cell
signaling pathways that regulate various cellular
processes such as growth, differentiation, and survival

a type of molecule that activates Toll-like receptor 8
(TLR8), a protein mainly expressed in myeloid cells such
as monocytes, macrophages, and neutrophils in the
human body

the Food and Drugs Administration of the United States

a set of drug and medical device procurement regulations
implemented in China which primarily regulate the drug
and medical device procurements of public hospitals in
China. The VBP aims to achieve a lower price of
pharmaceuticals and medical devices center on medical
products with mature, high-volume clinical usage and
sufficient market competition through a competitive
centralized  bidding  process for  large-volume
procurement. VBP has been rolled out at both national
and provincial levels
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This Listing Document includes forward-looking statements. All statements other than
statements of historical facts contained in this Listing Document, including, without limitation,
those regarding our future financial position, our strategy, plans, objectives, goals, targets and
future developments in the markets where we participate or are seeking to participate, and any
statements preceded by, followed by or that include the words “believe,” “expect,
“predict,” “aim,” “intend,” “will,” “may,” “plan,” “consider,” “anticipate,” “seek,” “should,”
“could,” “would,” “continue,” or similar expressions or the negative thereof, are forward-
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looking statements. These forward-looking statements involve known and unknown risks,
uncertainties and other factors, some of which are beyond our control, which may cause our
actual results, performance or achievements, or industry results, to be materially different from
any future results, performance or achievements expressed or implied by the forward-looking
statements. These forward-looking statements are based on numerous assumptions regarding
our present and future business strategies and the environment in which we will operate in the
future. Important factors that could cause our actual performance or achievements to differ
materially from those in the forward-looking statements include, among others, the following:

. our business strategies and plans to achieve these strategies;

o future developments, trends and conditions in and competitive environment for the
industries and markets in which we operate;

. general economic, political and business conditions in locations where we operate;
D our financial condition and performance;

. our capital expenditure plans;

. changes to the regulatory environment, policies, operating conditions of and general

outlook in the industries and markets in which we operate;

. our expectations with respect to our ability to acquire and maintain regulatory
licenses or permits;

o the amount and nature of, and potential for, future development of our business;
. the actions of and developments affecting our competitors; and
. the actions of and developments affecting our major customers and suppliers.

Additional factors that could cause actual performance or achievements to differ
materially include, but are not limited to, those discussed under the section headed “Risk
Factors” and elsewhere in this Listing Document. We caution you not to place undue reliance
on these forward-looking statements, which reflect our management’s view only as at the date
of this Listing Document. We undertake no obligation to update or revise any forward-looking
statements, whether as a result of new information, future events or otherwise. Considering
these risks, uncertainties and assumptions, the forward-looking events discussed in this Listing
Document might not occur. All forward-looking statements contained in this Listing Document
are qualified by reference to the cautionary statements set out in this section.
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You should carefully consider all of the information in this Listing Document,
including the following risk factors before making any investment decision in relation to
the H Shares. Our business, financial condition or results of operations could be
materially and adversely affected by any of these risks. The market price of the H Shares
could fall significantly due to any of these risks, and you may lose all or part of your
investment.

We believe that there are certain risks involved in our operations, many of which are
beyond our control. We have categorized these risks and uncertainties into: (i) risks relating to
our business and industries; and (ii) risks relating to the Listing. Additional risks and
uncertainties that are presently not known to us or not expressed or implied below or that we
currently deem immaterial could also harm our business, financial condition and operating
results. You should consider our business and prospects in light of the challenges we face,
including the ones discussed in this section.

A. RISKS RELATING TO OUR BUSINESS AND INDUSTRIES

Our revenue and business prospects currently depend on Kewei (oseltamivir phosphate).
If we are unable to maintain the sales volumes, pricing levels and profit margins of Keweli,
our revenue and business prospects could be materially and adversely affected.

During the Track Record Period, sales of oseltamivir phosphate accounted for 81.2%,
86.9% and 64.2% of our revenue for the years ended December 31, 2022, 2023 and 2024,
respectively. Most of the oseltamivir phosphate revenue was generated from Kewei
(oseltamivir phosphate), our top-selling product. As our revenue has been, and we expect in the
short to medium term will continue to be, concentrated on Kewei, our business will be
susceptible to factors that may adversely affect Kewei, including incidence of seasonal flu
outbreaks, seasonality of sales of Kewei, competition from other manufacturers of anti-viral
drugs, prolonged outbreak of an epidemic illness, efficacy of Kewei, pricing level, sales
volume, profit margin and production.

The sales of Kewei is significantly affected by flu incidence and pronounced seasonality
patterns that may materially impact our financial performance and business operations. For
example, our revenue decreased by 37.1% from RMB6,385.6 million in 2023 to RMB4,018.9
million in 2024 mainly due to the fact that our sales for Kewei decreased significantly in 2024
as compared to that of 2023. Such drop was in turn mainly caused by a decrease in flu
incidence in China in 2024 as compared to the same period in 2023. In addition, Kewei is
effective specifically against Type A and Type B influenza viruses, making it highly sought
after during the winter-spring flu seasons in China (typically November through March), when
influenza activity reaches its highest levels. Conversely, during periods of low influenza
activity, particularly summer months (June through August), demand for Kewei experiences
substantial declines, often resulting in significant reductions in our sales volume and revenue
for this product. Kewei does not exhibit effectiveness against Types C and D influenza viruses,
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nor is its efficacy guaranteed for any new and potentially evolving influenza viruses that may
emerge in the future. This limitation could impact the market position of Kewei, particularly
if alternative drugs are proven to be more effective against such novel strains. The
unpredictability of seasonal flu outbreaks in terms of timing, severity, duration, type, and
geographic spread can vary significantly from year to year. A particularly mild flu season could
result in substantially reduced demand for Kewei, potentially leaving us with excess inventory.
As these factors are largely beyond our control and are difficult to predict with certainty, the
potential fluctuations relating to Kewei’s performance could materially impact our revenue and
business prospects. In addition, any prolonged outbreak of epidemic illness may lead to
large-scale travel restrictions, social-distancing measures and business closures which would
significantly reduce the movement of people, resulting in a decline in the incidence of
influenza which in turn could have a negative impact on our business. Furthermore, as
oseltamivir phosphate is mostly effective when taking within 48 hours of the onset of flu
symptoms, if a patient does not take oseltamivir phosphate during this period, the patient may
choose to take other drugs instead of oseltamivir phosphate which may have a negative impact
on the sales of our oseltamivir phosphate products.

In addition, the key patents relating to oseltamivir phosphate compound began to expire
in August 2017, with the final key patent relating to oseltamivir phosphate synthetic process
expired in March 2024. Since 2017, other pharmaceutical companies have been producing and
selling oseltamivir phosphate capsule products by using different oseltamivir phosphate
manufacturing processes. As a result, our oseltamivir phosphate capsule drug has been
competing with other oseltamivir phosphate capsules produced by other pharmaceutical
companies since 2017. We mainly sold two types of oseltamivir phosphate capsule products
during the Track Record Period, namely (i) oseltamivir phosphate capsule under the brand
Kewei with a revenue of RMB507.6 million, RMB684.9 million and RMB307.0 million for
2022, 2023 and 2024, respectively, representing 16.4%, 12.3% and 11.9% of our total revenue
from oseltamivir phosphate products, respectively; and (ii) oseltamivir phosphate capsule
under the brand Yangjiantai with a revenue of RMB4.7 million, RMB29.2 million and
RMBS87.7 million for 2022, 2023 and 2024, respectively, representing 0.1%, 0.5% and 3.4% of
our total revenue from oseltamivir phosphate products, respectively. The patent relating to our
oseltamivir phosphate granules will expire in April 2026, and there may be more competitors
producing oseltamivir phosphate granules after the patent expiry. Our oseltamivir phosphate
granule under the brand Kewei generated a revenue of RMB2,585.2 million, RMB4,824.6
million and RMB2,181.5 million for 2022, 2023 and 2024, respectively, representing 83.5%,
87.0% and 84.6% of our total revenue from oseltamivir phosphate products, respectively. The
increased competition may have a negative impact on the sales of Kewei. Furthermore, the
pricing of our oseltamivir phosphate products also has a significant impact on our financial
performance. Our Kewei granules are included in provincial VBP schemes and Yangjiantai
capsules are included in national VBP schemes. As a result, the relevant products included in
the VBP schemes will be sold to the public medical institutions at the bid prices, which in part
determine the prices at which we sell our products to our distributors. The centralized tender
process can create pricing pressure among substitute products or products that are perceived to
be substitute products. If there are more competitors participating in the centralized tender
process, it will create pricing pressure on our Kewei granules. Our Kewei capsules has not been
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included in the provincial VBP. However, Kewei capsules, like many other drugs, must comply
with the government’s platforms approval and pricing policies stipulated by national and
provincial-level healthcare security administrations to be eligible for the purchase by public
hospitals through the government’s platforms established by provincial-level healthcare
security administrations. In addition, for our Kewei capsules, as there has not been any VBP
schemes implemented on Kewei capsules, we cannot sell Kewei capsules to public hospitals
through VBP schemes under normal situation and can only sell Kewei capsules to public
hospitals outside of the VBP schemes. As a result, whether the public hospitals under or over
purchase the amount of oseltamivir phosphate capsules they need in a given year will have a
big impact on the sales of Kewei capsules. If there is no shortage of oseltamivir phosphate
capsules in public hospitals, we will not be able to sell Kewei capsules to public hospitals
which will have a material adverse impact on the sales of our Kewei capsules. Please see
“Business — Product Pricing” for more details.

In addition to the above, changes in the price of APIs or other raw materials in the
production of Kewei have affected and will continue to affect the profit margins of such
products, which could cause our business, revenue and profitability to decline. For example,
the gross margins of our anti-infective products in the Track Record Period were affected by
cost of APIs. While we intend to continue to expand our product portfolio and diversify the
sources of our revenue, there is no assurance that Kewei will not continue to contribute a
significant portion of our revenue.

We operate in a highly-competitive environment, and we may not be able to compete
effectively against our competitors selling competing drugs, which could subject us to the
pressure of price reduction and adversely affect our operations, revenue and business
prospects.

We operate in a highly-competitive environment, and we may not be able to compete
effectively against competitors. Our inability to compete effectively could result in a decrease
of our sales, reduction of the prices of our products and a loss of market share, any of which
could have a material adverse effect on our results of operations and profit margins.

Our key competitors are large international and domestic manufacturers of
pharmaceutical products. Our drugs primarily compete with drugs that are indicated for similar
conditions as our drugs on the basis of efficacy, safety, price, brand, general market acceptance
and recognition. Our competitors may be able to more quickly or more successfully discover,
develop, acquire or market effective substitutes for our products.

In particular, as we were a market leader in terms of both sales volume and revenue
derived from the sales of oseltamivir phosphate granules, holding over 99% of the market share
of oseltamivir phosphate granules in China during the Track Record Period, we faced less
pricing pressure (i) in the provinces where the provincial VBP schemes are implemented on
Kewei granules, when submitting bids for provincial VBP schemes, or (ii) in the provinces
where Kewei granules are not included in provincial VBP schemes, when obtaining price
approvals from provincial-level healthcare security administrations at which our Kewei
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granules can be sold to the public hospitals in such provinces. However, the patent relating to
our oseltamivir phosphate granules will expire in April 2026, and there may be more
competitors producing oseltamivir phosphate granules after the patent expiry. If we fail to
compete with our competitors and maintain a market-leading position for our Kewei granules,
we may lose our bargaining power and face increased pricing pressure for our Kewei granules
when we seek to have our Kewei granules included in provincial VBP schemes or obtaining
pricing approval from provincial-level healthcare security administrations, which in turn, will
have a material negative impact on our business performance and financial position.

In addition, our top-selling drug, Kewei, faces increasingly intense competition from
other oseltamivir phosphate manufacturers and other types of anti-influenza drugs. The
anti-influenza drug market in China is highly competitive, with over 120 pharmaceutical
companies producing influenza medications. Increasingly intense competition from other types
of anti-influenza drugs had negatively affected our revenue generated from oseltamivir
phosphate products during the Track Record Period. According to Frost & Sullivan, peramivir
and baloxavir marboxil, which accounted for 8.6% and 5.4% of the PRC’s anti-influenza drug
market in 2023, respectively, were able to increase their market shares to 12.4% and 10.8% in
2024, respectively while the market share of oseltamivir phosphate decreased from 78.0% to
70.3% in 2024. In addition, our competitors within the PRC oseltamivir phosphate market in
China such as Company A and Company B also increased their market share from 16.3% and
39% in 2023 to 21.2% and 4.9% in 2024, respectively while the market share of our
oseltamivir phosphate products decreased from 64.8% to 54.8%. If we failed to compete with
other oseltamivir phosphate manufacturers and other types of anti-influenza drugs and maintain
our market share, it will have a material negative impact on our business performance and
financial position.

Furthermore, several pharmaceutical companies have commercialized flu vaccines and
are devolving universal flu vaccines which may be more effective. The commercialization of
such new vaccines with better efficacy may lower the flu incidence in future which may have
a negative impact on the sales of our oseltamivir phosphate products.

We rely substantially on the success of our drug candidates, some of which are in
pre-clinical or clinical development stage, as well as our ability to identify additional drug
candidates. If we are unable to successfully identify new drug candidates, complete
clinical development, obtain regulatory approval and commercialize our drug candidates,
or experience significant delays in doing so, our business will be materially harmed.

Our business relies on the successful development, regulatory approval and
commercialization of our pre-clinical or clinical stage drug candidates for the treatment of
patients with cancer, diabetes, hepatitis or other targeted indications as well as new drug
candidates we may identify and develop. We have invested a significant amount of effort and
financial resources into the development of our existing drug candidates and into the research
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of new drug candidates. Clinical drug development involves a lengthy and expensive process
with an uncertain outcome, and results of earlier studies and clinical trials may not be
predictive of future trial results. The success of our drug candidates depends on a number of
factors, including:

D successful enrollment of patients in, and completion of, clinical trials, as well as
completion of pre-clinical studies;

. obtaining sufficient supplies of any competing drug product that may be necessary
for use in clinical trials for evaluation of our drug candidates;

. favorable safety and efficacy data from our clinical trials and other studies;

. successful identification of potential product candidates based on our research or
business development methodology or search criteria and process;

. sufficient resources to acquire or discover additional drug candidates;
. receipt of regulatory approvals;
. establishing commercial manufacturing capabilities, either by building facilities

ourselves or making arrangements with third-party manufacturers;

. in relation to CROs or other third parties, whether their performance of their duties
to us is (i) compliant with our protocols and applicable laws and (ii) able to protect
the integrity of all resulting data;

. obtaining and maintaining patent, trade secret and other intellectual property
protections and regulatory exclusivity for our drug candidates;

. ensuring we do not infringe, misappropriate or otherwise violate the patents, trade
secrets or other intellectual property rights of third parties;

. successfully launching commercial sales of our drug candidates, if and when
approved;

. competition with other products; and

. maintaining an acceptable safety profile of our drug candidates following regulatory
approval.

If we fail to achieve one or more of these factors in a timely manner or at all, we may
experience significant delays in our ability to develop, obtain approval for and commercialize
our drug candidates. Such delays could materially harm our business and our ability to generate
sufficient revenue and cash flow to sustain our operations.
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If we fail to maintain an effective distribution network for our pharmaceutical products,
our business may be adversely affected.

We sell our products primarily to GSP-certified third-party offline distributors. As at
December 31, 2024, we had relationships with 610 third-party distributors within the PRC. Our
ability to maintain and grow our business will depend on our ability to access a distribution
network that timely delivers our products to the PRC and overseas markets. However, we only
have limited control over our distributors and cannot guarantee that they will distribute our
products in a manner that we deem satisfactory. In addition, our distributors may engage
sub-distributors. We have limited control over these sub-distributors as we do not enter into
contract with the sub-distributors. It is difficult to monitor their compliance with regulatory
requirements and business practices. Non-compliance by any of our sub-distributors under
applicable regulations may adversely affect the sales and distribution of our products.

Furthermore, we may be exposed to the risks of fraud or other misconduct committed by
our distributors or sub-distributors, over whom we have no direct control. Fraud or other
misconduct by our distributors or sub-distributors may involve engaging in kick-backs, bribery
or other unlawful payments. In any such event, we could, as a result, incur liability to our
downstream customers for fraud or misconduct committed by such distributor or sub-
distributors. Any claims could subject us to costly litigation and impose a significant strain on
our financial resources and attention of management personnel regardless of whether the
claims have merit, any of which could result in complaints from our downstream customers,
regulatory and legal liabilities, as well as serious harm to our reputation.

Moreover, we typically enter into distribution agreements with our general distributors
for a term of one year and with our pharmacy distributors for a term of three years. We need
to continually renew distribution agreements with our distributors in order to maintain our
distribution network. Our distributors might elect not to renew their agreements with us or
otherwise terminate their business relationship with us for different reasons, for example, if
certain factors limit the profit margins that such distributors can obtain through the resale of
our pharmaceutical product to hospitals, medical institutions and sub-distributors. Our business
prospects may be adversely affected if we lose our relationships with our existing distributors
or otherwise fail to maintain or expand our distribution network effectively.

In addition, as one of the measures of the PRC healthcare system reform, the State
Council together with seven other central government departments (including the NHC and the
NMPA) jointly issued the Circular on Issuing the Implementing Opinions on Carrying out the
Two-invoice System for Drug Procurement among Public Medical Institutions (for Trial
Implementation) ( EIEEBE A AL 37 B HRAME S 2 5 BRI R AT TR SSl) mED s G
JFN) ) (the “Circular”) on December 26, 2016. Please refer to the paragraphs headed
“Regulatory Environment — Principal Regulatory Provisions — Laws and Regulations on
Drug Supply — Two-invoice System.” The “Two-Invoice System” refers to one invoice
between the pharmaceutical manufacturer and the pharmaceutical distributor, and one invoice
between the pharmaceutical distributor and the hospital, and thereby only allows a single level
of distributor for the sale of pharmaceutical products from the pharmaceutical manufacturer to

- V-76 —



APPENDIX V LISTING DOCUMENT

RISK FACTORS

the hospital. According to the Circular, two-invoice system will be promoted in pilot provinces
(autonomous regions and municipalities directly under the Central Government) involved in
the comprehensive medical reform program and pilot cities for public hospital reform on a
priority basis, while other regions are encouraged to implement such system, so that such
system can be promoted in full swing nationwide in 2018. To meet this requirement, many drug
manufacturers have reduced the tiers of distributors, or converted drug distributors into
contracted service organizations. As a result, the system significantly limits the options for
companies like us to use multiple tiers of distributors to reach a larger geographic area. The
reduction in distribution tiers resulted in a decrease in distribution mark-ups and an
accompanying reduction in prices paid by public hospitals. The pharmaceutical manufacturers
and pharmaceutical distributors who fail to comply with the requirements of the “two-invoice
system”, may lose their qualification to participate in the bidding and procurement process of
public hospitals as well as to win bids and distribute drugs to public hospitals. In addition, the
relevant pharmaceutical manufacturers and pharmaceutical distributors will also have a bad
record of drug sales. Alterations to this regulatory framework or its enforcement could lead to
unforeseen challenges, such as increased compliance requirements or adjustments in our
business processes.

We incurred losses in certain years during the Track Record Period and recorded
significant revenue drop for the first quarter of 2025 as compared with the first quarter
of 2024, and there may be uncertainty about the business prospects in the future.

We are a pharmaceutical company. Investment in pharmaceutical product development is
highly speculative because it entails substantial upfront capital expenditure and significant risk
that a drug candidate may fail to gain regulatory approval or become commercially viable. We
will be susceptible to factors that may adversely affect our marketed products including sales
volume, lower incidence of seasonal flu outbreaks, pricing level, profit margin and production.
We have incurred and may continue to incur significant development and other expenses
related to our ongoing operations. We reported loss for the year of RMB1,415.9 million, for the
year ended December 31, 2022. Although our loss for the years decreased during the Track
Record Period and we reported profit for the year of RMB1,013.9 million and RMB24.8
million for the year ended December 31, 2023 and 2024, there may be uncertainty about the
business prospects in the future as we:

. continue our development and commence clinical trials of our drug candidates;

. seek regulatory approvals for our drug candidates throughout the research and
development and clinical trial stages;

. commercialize any of our drug candidates for which we may obtain marketing
approval;
. maintain and expand our manufacturing facilities;
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D continue to build up clinical, operational, financial, manufacturing and scientific
personnel;

. establish and expand our sales, marketing and commercialization infrastructure and
workforce and maintain our sales network for any products that obtain regulatory
approval;

. seek to identify additional drug candidates;

. address any competing technological and marketing developments, including new

products developed by competitors;

. obtain, maintain, expand and protect our intellectual property portfolio;

. may experience an increase in the amount of loss allowance in respect of our trade
and bills receivables;

. enforce and defend intellectual property-related claims; and

. acquire or in-license other intellectual property, drug candidates and technologies.

The likelihood and size of our future net losses will depend, in part, on the rate of growth
of our expenses and our ability to successfully commercialize and generate revenue from sales
of our drug candidates, which will be adversely affected if any of our drug candidates fail, for
any reason, before commercialization. To remain profitable, we must develop and eventually
commercialize drug candidates with significant market potential. This will require us to
succeed in a range of challenging activities, including completing pre-clinical testing and
clinical trials of our drug candidates, obtaining regulatory (such as IND, NDA/BLA) and
marketing approval for these drug candidates, manufacturing, marketing and selling those drug
candidates and satisfying any post-marketing requirements. If we are unable to achieve
sufficient market acceptance or favorable pricing for our drug candidates, it could impact our
ability to generate revenue and become profitable as well as our prospects of generating
sufficient cash to fund the development of our other pipeline projects.

We cannot guarantee that we will succeed in any or all of these activities and, even if we
do, we may not generate sufficient revenue to break even or achieve profitability. We may
encounter unforeseen expenses, difficulties, complications, delays and other unknown factors
that may adversely affect our business. Even if we remain profitable in the near future, we may
not be able to sustain profitability in subsequent periods. In addition, our revenue for the first
quarter of 2025 decreased by 40.7% as compared with the first quarter of 2024 which in turn
had a greater adverse impact on our profitability in the first quarter of 2025. Such decrease in
revenue may have a negative impact on our gross profit and net profit. Please see “Summary
— Recent Development — Update on Our Financial Performance for the First Quarter of 2025
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for details. Our failure to remain profitable may adversely affect the value of the Company and
impair our ability to raise capital, maintain our research and development efforts, expand our
business or continue our operations.

Our future success depends on our ability to retain key executives and to attract, retain
and motivate qualified personnel.

We are highly dependent on the expertise of principal members of our management and
scientific teams. See “Directors, Supervisors and Senior Management” in this Listing
Document for further details of the expertise and experience of our key management. We do
not maintain “key person” insurance for any of our executives or other employees.

Our success also depends on our continued ability to attract, retain and motivate highly
qualified employees, in particular technical employees as well as manufacturing and sales
personnel. We also engage consultants and advisors, including scientific and clinical advisors,
to assist us in formulating our discovery, clinical development and commercialization
strategies. The loss of the services of one or more of our key executives, senior management,
technical, manufacturing and sales personnel or third-party consultants or advisors could delay
or prevent the successful development and commercialization of our existing and future drug
candidates and materially harm our ability to successfully implement our business strategies.

Furthermore, replacing executive officers, key employees or consultants may be difficult
and take more time because the pool of qualified individuals is very small and the competition
for them is fierce. We may be unable to hire, train, retain or motivate these key personnel or
consultants on acceptable terms given the competition among numerous pharmaceutical and
biotechnology companies for similar personnel.

We may also face competition for the hiring of scientific and clinical personnel from
universities and research institutions. In addition, our consultants and advisors may have
commitments under consulting or advisory contracts with entities other than us that limit the
scope of services they can provide to us.

If we are unable to win bids through the centralized tender processes conducted by PRC
authorities, we will lose market share and our revenue and profitability may be adversely
affected.

A number of the products we sell to our distributors are on-sold to public hospitals owned
or controlled by government authorities in the PRC. For details on our major products which
are included in the VBP scheme, please refer to “Summary — Our Products and Product
Candidates — Our Existing Product Portfolio”. Each public medical institution owned by the
government at the county level or higher or owned by state-owned enterprises, including
state-controlled enterprises, must purchase substantially all their pharmaceutical products
through a centralized tender process. We submit bids in a tender process to supply our products
to these institutions at fixed prices. Our bids are generally considered on the basis of prices
relative to substitute products and their clinical effectiveness, as well as the quality of our
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products. If we are successful in winning bids in a centralized tender process, the relevant
products will be sold to public hospitals at bid prices, which will partly determine the prices
at which we can sell our products to our distributors.

The centralized tender process can create pricing pressure among substitute products or
products that are perceived to be substitute products. Our sales volumes and profitability
depends on our ability to successfully differentiate our products and price our bids in a manner
that enable us to succeed in the centralized tender processes at profitable levels. If we are
unable to differentiate our products or are otherwise unsuccessful in winning future bids in the
centralized tender processes at profitable levels, we will lose revenue that would have
otherwise been realized through the sale of products to the relevant PRC public hospitals.

We may fail to win bids in a centralized tender process due to various factors, including
reduced demand for the relevant product, uncompetitive bidding price, the relevant product
being perceived to be less clinically effective than competing products, or our services or other
aspects of our operations being perceived to be less competitive. If our products are not
selected in the centralized tender processes in one or more regions, we will be unable to sell
the relevant products to public hospitals in those regions. This could materially and adversely
affect our market share, revenue and profitability.

All material aspects of the research, development, manufacturing and commercialization
of our drug candidates are heavily regulated and are subject to change, which may affect
our operations, revenue and profitability or impose additional compliance burdens on us.

All jurisdictions in which we intend to develop and commercialize our drug candidates
regulate these activities in great depth and detail. The pharmaceutical and biopharmaceutical
industries in these jurisdictions are subject to comprehensive government regulation and
supervision, in particular, regulation of the development, approval, manufacturing, marketing,
sales and distribution of products. However, there are differences in the regulatory regimes that
make for a more complex and costly regulatory compliance burden for a company like us that
plans to operate in each of these regions.

The process of obtaining regulatory approvals and maintaining compliance with
appropriate laws and regulations requires the expenditure of substantial time and financial
resources. Any recently enacted and future legislations may increase the difficulty and cost for
us to obtain regulatory approval of, and commercialize, our drug candidates, and affect the
prices we may obtain. Changes in government regulations or in practices relating to the
pharmaceutical and biopharmaceutical industries, such as a relaxation in regulatory
requirements or the introduction of simplified approval procedures which would lower the
entry barrier for potential competitors, or an increase in regulatory requirements which may
increase the difficulty for us to satisfy such requirements, may have a material adverse impact
on our business, financial condition, results of operations, and prospects. In addition, we are
subject to scheduled or unscheduled periodic inspections of our facilities to monitor our
regulatory compliance. During the Track Record Period, we passed all the inspections and
obtained clearance in relation to discovery and development of our drug candidates from the
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regulatory authorities in all material respects. However, we cannot assure you that we will be
able to do so going forward. Assessment and ultimate decision regarding these regulatory
approvals, clearance and inspection are subject to the discretion of the relevant authority,
which means that even if we meet all necessary requirements, there is no guarantee that we will
obtain or renew such approvals in a timely manner. Failure to obtain or maintain the regulatory
approvals in the jurisdictions we operate or target to operate in the future at any time during
the drug development process or approval process, or after approval, may subject us to
administrative or judicial sanctions. These sanctions could include, but are not limited to, a
regulator’s refusal to approve pending applications, withdrawal of an approval, license
revocation, a clinical hold, voluntary or mandatory product recalls, product seizures, total or
partial suspension of production or distribution, injunctions, fines, refusals of government
contracts, restitution, disgorgement or civil or criminal penalties. Any occurrence of the
foregoing could therefore materially adversely affect our business, financial condition, results
of operations and prospects.

For example, pursuant to the Opinions on Conducting the Consistency Evaluation for the
Quality and Efficacy of Generic Drugs issued by the General Office of the State Council (
55 e He - ok R i B 1 S B BT B R — BRI L) ) promulgated on February 6,
2016 and the Opinions of Relevant Matters Concerning Implementing the Opinions on
Conducting the Consistency Evaluation for the Quality and Efficacy of Generic Drugs issued
by the NMPA (BRI 7 B <[5 e H 2 T B 7% ) e 0 S B R AN s — B e O 8 > 9 A7
FHIERE R ), promulgated on May 25, 2016, generic drugs approved for marketing before
the implementation of the new registration classification of chemical drugs, including domestic
generic drugs, imported generic drugs and the indigenous varieties of the originally developed
drugs, shall carry out consistency evaluation. In principle, the consistency evaluation should be
completed before the end of 2018 for the oral solid preparations of generic chemicals approved
for sale before October 1, 2007 listed in the National Essential Drug List (2012 version) ( ([
FEALEY) H $(20124F L)) ). For any other generic drugs approved for marketing before the
implementation of the new classification of registration of chemical drugs, after a drug
produced by a pharmaceutical enterprise passes the consistency evaluation, other
pharmaceutical enterprises shall, in theory, complete the consistency evaluation for their
identical drugs within three years; no registration will be granted in case of failure to do so as
required within the prescribed time limit.

Pursuant to the Circular on Relevant Matters Concerning Consistency Evaluation for
Quality and Curative Effect of Generic Drugs ( <[Bfi 5 888 & f sl — SCE s E A B 3 H
M%) ) further promulgated by NMPA on December 28, 2018, the time limit for evaluation
of the varieties included in the National Essential Drug List (2018 version) ( (B R FEALEY)
H#%(20184Fhi)) ) will no longer be set uniformly. For generic drugs, including essential drug
varieties, approved for listing before the implementation of new registration and classification
of chemical drugs, after the first variety has passed the consistency evaluation, the same variety
of other drug manufacturers should, in theory, complete the consistency evaluation within three
years. If it is not completed within the time limit, the enterprise may apply to the local
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provincial drug regulatory authority for an extension of the evaluation if it is deemed to be
clinically necessary and in short supply in the market. If the registration is not completed
within the prescribed time limit, it shall not be re-registered.

For example, several of our products have yet to pass the consistency evaluation.
Substantial uncertainty persists regarding both the substantive and procedural requirements of
the evaluation process. This includes ambiguities in the interpretation of the pertinent written
requirements and procedures, as well as associated costs, particularly those incurred in
conducting consistency evaluations. If we fail to complete the evaluation for our generic drugs,
we may not be able to re-register such drugs for sale, or participate in the centralized tender
process. If we fail to complete the bioequivalence test study, we may fail to obtain generic
drugs approval, as a result of which, we cannot commence production and sale of the relevant
drugs. All of these may materially and adversely affect our business, financial condition,
results of operations and prospects. Please see “Regulatory Environment — Laws and
Regulations on Drugs — Registration of Generic Drugs” for more details.

Our failure to obtain or renew certain approvals, licences, permits and certificates
required for our business may materially and adversely affect us.

We are required to obtain and maintain various approvals, licences, permits and
certificates from relevant authorities to operate our business. Please see “Business — Permits,
Licenses and Certifications.” In addition, some of these approvals, permits, licences and
certificates are subject to periodic renewal and/or reassessment by the relevant authorities, and
the standards of such renewal and/or reassessment may change from time to time. We cannot
assure you that we will be able to successfully procure such renewals and/or reassessment
when due, and any failure to do so could severely disrupt our business.

Furthermore, if the interpretation or implementation of existing laws and regulations
changes or new regulations come into effect requiring us to obtain any additional approvals,
permits, licences or certificates that were previously not required to operate our existing
businesses, we cannot assure you that we will successfully obtain them, which in turn could
restrict our scope of permitted business activities and constrain our drug development and
revenue generation capability.

The market opportunities for our drug candidates in pipeline may be smaller than we
anticipate, which could render some drug pipelines ultimately unprofitable even if
commercialized.

We estimate the incidence and prevalence of target patient populations for particular
diseases based on various third-party sources, such as scientific literature, surveys of clinics,
patient foundations or market research, as well as internally generated analysis, and we use
such estimates in making decisions regarding our drug development strategy, including
determining which pipelines to focus our limited resources on in pre-clinical or clinical trials.
These estimates may be inaccurate or based on imprecise data. The addressable market
opportunity will depend on, among other things, acceptance of the drug by the medical
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community, patient access, drug pricing and reimbursement. The number of patients in the
addressable market may turn out to be lower than expected, patients may not be amenable to
treatment with our drugs, or new patients may become increasingly difficult to identify.

Furthermore, new studies may change the estimated incidence or prevalence of the
indications that are targeted by our drug pipelines, including but not limited to infectious
diseases, oncology, NASH, diabetes, respiratory and neuropsychiatric diseases pipelines, and
the number of addressable patients for our drug pipelines in any case may turn out to be lower
than expected. In such cases, even if we obtain significant market share for our drug pipelines,
given how small the potential target populations are, we may never achieve profitability
without obtaining regulatory approval for additional indications. Any of the above unfavorable
developments could have a material adverse effect on our business, financial condition and
results of operations.

We have entered into collaboration arrangements and licensing agreements for the
development and commercialization of our product candidates, and may continue to form
or seek such arrangement in the future, even though we may not realize the benefit of it.
Disputes may arise between us and our partners, which could adversely affect our
business operations and financial condition.

As an important component of our research and development model, we have entered into
collaboration and licensing arrangements with leading domestic and international
pharmaceutical companies and biotechnology companies regarding our co-development,
in-license and/or out-license initiatives. Please see “Business — Research and Development —
Collaboration and Licensing Agreements” in this Listing Document for further information on
those collaboration arrangements. We may form or seek strategic alliances, create joint
ventures or collaborations, or enter into additional licensing arrangements with third parties
whom we believe will complement or expand our development and commercialization efforts
with respect to our drug candidates and any future drug candidates that we may develop. Any
of these relationships may require us to incur non-recurring and other charges, increase our
short- and long-term expenditure, issue securities that dilute existing shareholdings, or disrupt
our management and business.

We have limited experience in developing new pharmaceutical products for overseas
markets, including the United States, which can be significantly more costly and time
consuming than for the PRC market. As a result, we have sought co-development partners to
assist us with regulatory requirements and to share costs associated with clinical trials or other
aspects of product development. For example, we and one of our business partners are carrying
out research and development collaborations in relation to certain chronic diseases.

Our strategic collaboration with collaboration partners involves numerous risks. We may
not achieve the revenue and cost synergies expected from the transaction. These synergies are
inherently unpredictable, and are subject to significant business, economic and competitive
uncertainties and contingencies, many of which are difficult to predict and are beyond our
control. If we achieve the expected benefits, they may not be achieved within the anticipated
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time frame. In addition, the synergies from our collaboration with collaboration partners may
be offset by other costs incurred in collaborating with collaboration partners, increases in other
expenses, operating losses or problems in the business which are unrelated to our collaboration
with collaboration partners. Disputes may arise between us and our current or future
collaboration partners. For example, our collaboration partners may refuse to pay or may be
unable to settle the licensing fee. Such disputes may cause delay or termination of the research,
development or commercialization of our drug candidates, or may result in costly litigation or
arbitration that diverts management attention and resources. As a result, there can be no
assurance that these synergies will be achieved.

We face significant competition in seeking appropriate strategic partners and the
negotiation process is time-consuming and complex. Moreover, we may not be successful in
our efforts to establish a strategic partnership or other alternative arrangements for our drug
candidates because they may be deemed to be at too early of a stage of development for
collaborative effort and third parties may not view our drug candidates as having the requisite
potential to demonstrate safety and efficacy or commercial viability. If and when we
collaborate with a third party for development and commercialization of a drug candidate, we
can expect to relinquish some or all of the control over the future success of that drug candidate
to the third party. The milestone payments that we expect to receive under the collaboration
and/or license agreement are usually contingent on the achievement of certain development or
commercial milestones, and failure to achieve such milestones means that we will not be able
to receive these payments. Milestone payments may account for a substantial part of the total
amount of the payments that we expect to receive under these agreements.

We face substantial competition, which may result in others discovering, developing or
commercializing competing drugs before or more successfully than we do.

The development and commercialization of new drugs is highly competitive. We face
competition from major pharmaceutical companies, specialty pharmaceutical companies and
biotechnology companies worldwide who may have significantly greater financial resources
and expertise as well as from small and early-stage companies who collaborate with large and
established companies in research and development activities. Mergers and acquisitions in the
pharmaceutical and biotechnology industries may result in even more resources being
concentrated among a smaller number of our competitors. A number of large pharmaceutical
and biotechnology companies are currently marketing and selling drugs or pursuing the
development of drugs for the treatment of infectious diseases, oncology, NASH, diabetes,
respiratory and neuropsychiatric diseases for which we are commercializing our drugs or
developing our drug candidates. We also face potential competitions from academic
institutions, government agencies and other public and private research organizations who
conduct research, seek patent protection and establish collaborative arrangements for research,
development, manufacturing and commercialization.
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Our ability to commercialize our drug candidates could be materially harmed if our
competitors develop and commercialize drugs that are safer, more effective, cheaper or have
fewer or less severe side effects compared to our own drug candidates. If our competitors
manage to obtain approval from the FDA, NMPA, EMA or other comparable regulatory
authorities for their drugs and enter into the relevant market ahead of us, we may experience
a second mover disadvantage or a delay in our regulatory approval.

Other pharmaceutical companies in the past manufactured and sold products which
compete with some of our major products and may continue to do so in the future when the
patents of those major products that we are licensed to or own expire. It may erode our market
share in the PRC for our major products, which may materially and adversely affect our future
sales revenue and profit of such products.

Our current and potential competitors also compete with us in recruiting and retaining
qualified scientific and management personnel, establishing clinical trial sites and patient
registration for clinical trials, as well as in acquiring technologies complementary to, or
necessary for, our programs.

We are subject to stringent privacy laws, information security policies and contractual
obligations related to data privacy and security, and we may be exposed to risks related
to our management of the medical data of subjects enrolled in our clinical trials and other
personal or sensitive information.

Data protection and privacy laws and regulations generally require clinical trial sponsors
and operators and their personnel to protect the privacy of their enrolled subjects and prohibit
unauthorized disclosure of personal information. If such institutions or personnel divulge the
subjects’ private or medical records without their consent, they will be held liable for damage
caused thereby. We receive, collect, generate, store, process, transmit and maintain medical
data treatment records and other clinical details of the subjects enrolled in our clinical trials.
As such, we are subject to the relevant local, national and international data protection and
privacy laws, directives regulations and standards that apply to the collection, use, retention,
protection, disclosure, transfer and other processing of personal data in the various
jurisdictions in which we operate and conduct our clinical trials, as well as contractual
obligations. As of the Latest Practicable Date, we are primarily subject to numerous PRC laws,
Hong Kong laws, EU laws and U.S. federal and state laws governing data protection and
privacy.

In recent years, the PRC authorities have promulgated certain laws and regulations in
respect of information security, data collection and privacy protection regulations in the PRC,
including the Cybersecurity Law of the PRC ("% A\ [RALFN [ 494% 4 421%), the Provisions on
Protection of Personal Information of Telecommunication and Internet Users (‘715 F1 5.5 48
F 5 B #1E), the Cybersecurity Review Measures (AH4%% 28 A L), the Data
Security Law of the PRC (¥ ARILAEHEIEL2%) which became effective from
September 1, 2021, the Personal Information Protection Law of the PRC (713 A & H A0 B
/\%E‘Gﬂﬁj’%%) which became effective from November 1, 2021, and the Measures for the
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Security Assessment of Outbound Data Transfer (B B 552 2 5FE B%) which became
effective from September 1, 2022. Under the Personal Information Protection Law of the PRC,
in case of any personal information processing, such individual prior consent shall be obtained,
unless the Law indicates otherwise. Further, any data processing activities, that are in relation
to the sensitive personal information such as biometrics, medical health and personal
information of teenagers under fourteen years old, are not allowed, unless such activities have
a specific purpose, are highly necessary and strictly protective measures have been taken. We
are not a critical information infrastructure operator and are not an internet platform operator
which holds the personal information of more than 1 million users. As of the Latest Practicable
Date, we have not received any written or oral notification from the competent authorities or
supervisory authorities which have determined that we constituted a critical information
infrastructure operator, or that our business operations in all aspects (including but not limited
to data processing activities) affect or may affect national security. In addition, the listing in
Hong Kong does not fall within the context of “overseas” listing under the Cybersecurity
Review Measures of the People’s Republic of China (H1#E A LR 4 8% & 2 8 & HHE).
Based on the foregoing, and as advised by our PRC Legal Advisor, we do not fall under the

circumstances requiring a cybersecurity review under the Cybersecurity Review Measures of
the People’s Republic of China (3 A RN B 4 Bk 22 42 85 A Hk).

In addition, certain industry-specific laws and regulations affect the collection and
transfer of data in China. The Regulations on the Administration of Human Genetic Resources
of the PRC (H#EANRILAE ABUEEHERE IS, or the HGR Regulation, was
promulgated by the State Council in May 2019 and came into effect in July 2019. It stipulates
that Foreign Entities, individuals, and the entities established or actually controlled by Foreign
Entities or individuals are forbidden to collect, preserve and export China’s human genetic
resources. On May 26, 2023, the Ministry of Science and Technology of China promulgated the
Implementation Rules for the Administrative Regulation on Human Genetic Resources ( { A
BUEE GRS GBI E AR ), or the Implementation Rules for HGR, which came into
effect on July 1, 2023. The Implementation Rules for HGR further clarify the criteria to
constitute a Foreign Entity, which shall include (i) any foreign organization or individual that
holds directly or indirectly more than 50% of the shares, equity interests, voting rights,
property shares or other interests in the institution, (ii) any foreign organization or individual
that is able to dominate or have material effect on the decision-making or management of the
institution through its voting right or other interests, although the shares, equity interests,
voting rights, property share or other interests it directly or indirectly holds in the institution
is less than 50%, (iii) any foreign organization or individual that is able to dominate or have
material effect on the decision-making or management of the institution through investment
relationship, contract or other arrangement; and (iv) other situations stipulated by laws,
regulations and rules. Currently, we do not fall into the definition of the Foreign Entity under
the Implementation Rules for HGR, but we cannot assure you that we will not be defined as
a Foreign Entity in the future. We may only be permitted to utilize and be provided with
China’s human genetic resources after satisfying all requirements under the HGR Regulation
and other applicable laws if we were regarded as a Foreign Entity. This could potentially cause
delays in our ability to access and utilize these resources in a timely manner.
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In October 2020, the SCNPC promulgated the Biosecurity Law of the PRC, which became
effective in April 2021. The Biosecurity Law of the PRC (H#E A RILHIE LY % A21k)
reaffirms the regulatory requirements stipulated by the HGR Regulation while potentially
increasing the administrative sanctions where China’s human genetic resources are collected,
preserved, exported or used in international cooperation in violation of applicable laws. As a
result, we may be exposed to compliance risks under the HGR Regulation and the Biosecurity
Law of the PRC. For more information regarding the PRC laws and regulations governing data
protection and privacy, see “Regulatory Environment — Laws and Regulations of the PRC” in
this Listing Document.

In addition, our clinical trials frequently also involve professionals from third-party
institutions working on-site with our staff and enrolled subjects. We cannot ensure that such
persons will always comply with our data privacy measures. We also cooperate with third
parties including principal investigators, hospitals, CROs, CDMOs and other third-party
contractors and consultants for our clinical trials and operations. Any leakage or abuse of
patient data by our third-party partners may be perceived by the patients as our fault,
negligence or a result of our failure. Furthermore, any change in such laws and regulations
could affect our ability to use medical data and subject us to liability for the use of such data
for previously permitted purposes. Any failure or perceived failure by us to prevent
information security breaches or to comply with privacy policies or privacy-related legal
obligations, or any compromise of information security that results in the unauthorized release
or transfer of personally identifiable information or other patient data, could cause our
customers to lose trust in us and could expose us to legal claims.

In addition, according to the relevant rules for the management of scientific data
applicable in each jurisdiction, we may be required to obtain governmental approval before any
scientific data can be transferred from one jurisdiction to another. As the assessment and
ultimate decision regarding these approval(s) are subject to the discretion of the relevant
authority, we cannot guarantee that we will always successfully obtain relevant approvals for
sending scientific data (such as the results of our pre-clinical studies or clinical trials) to
another jurisdiction. If we are unable to obtain necessary approvals in a timely manner, or at
all, our research and development of drug candidates may be hindered, which may materially
and adversely affect our business, results of operations, financial conditions and prospects.

Mutations to viruses (including mutations that develop increases drug resistance) may
affect the effectiveness of our anti-viral products.

Anti-viral products are one of our key therapeutic areas. In particular, our Kewei product
is used for the treatment and prevention of the anti-influenza virus (in particular, the influenza
A virus and the influenza B virus). The effectiveness of our anti-viral products in relation to
the treatment and prevention of viral infections may be adversely affected if the virus type for
which our products target mutates or otherwise develops resistance against the relevant
products (or the chemical compound associated with the relevant products). According to U.S.
Centers for Disease Control, mutations of viruses may happen over time or suddenly. For
example, as a virus replicates, small genetic changes in the viral genome may occur. As these

- V-87 -



APPENDIX V LISTING DOCUMENT

RISK FACTORS

changes accumulate over time, the virus may become genetically different from the original
virus type. In other cases, a mutation may suddenly occur when two different viruses infect a
host at the same time, which may lead to the two viruses combining and producing a new virus

type.

The efficacy of our anti-viral products will be affected by mutated viruses or viruses that
develop resistance against certain chemical compounds over time. If the effectiveness of our
anti-viral products in respect of the treatment against the relevant virus type is diminished, it
may reduce the demand for our anti-viral products and in turn, may adversely affect the
revenue generated from such anti-viral products.

Our drugs and any future approved drug candidates may fail to achieve the degree of
market acceptance by physicians, patients and others in the medical community necessary
for commercial success.

Even if our future drug candidates receive regulatory approval, they may nonetheless fail
to gain sufficient market acceptance by physicians and patients and others in the medical
community. If our drug candidates do not achieve an adequate level of acceptance, we may not
generate significant product sales revenue and we may not become profitable. The degree of
market acceptance of our drug candidates, if approved for commercial sale, will depend on a
number of factors, including, but not limited to:

. no adverse events caused by our drug candidates which could interrupt, delay or halt
clinical trials;

. the clinical indications for which our drug candidates are approved;

. physicians, hospitals, medical treatment centers and patients considering our drug
candidates as a safe and effective treatment;

. the potential and perceived advantages of our drug candidates over alternative
treatments;

. the prevalence and severity of any side effects;

. product labeling or package insert requirements of regulatory authorities;

. limitations or warnings contained in the labeling approved by regulatory authorities;

. the timing of market introduction of our drug candidates as well as competitive
drugs;

o the cost of treatment in relation to alternative treatments;
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. the availability of adequate coverage and reimbursement under the national and
provincial reimbursement drug lists in the PRC, or from third-party payers and
government authorities in other jurisdictions;

. price control or downward adjustment by the government authorities or other pricing
pressure, including the price reduction during the negotiation for inclusion in the
national reimbursement drug lists;

. the willingness of patients to pay out-of-pocket in the absence of coverage and
reimbursement by third-party payers and government authorities;

. relative convenience and ease of administration, including as compared to
alternative treatments and competitive therapies; and

. the effectiveness of our sales and marketing efforts.

If any approved drug candidates that we commercialize fail to achieve market acceptance
among physicians, patients, hospitals, medical treatment centers or others in the medical
community, we will not be able to generate revenue. Even if our future approved drug
candidates obtain market acceptance, we may not be able to maintain such market acceptance
over time if new products or technologies are introduced that are more favorably received than
our drug candidates, are more cost-effective or render our drug candidates obsolete. Our failure
to achieve or maintain market acceptance for our future approved drug candidates would
materially adversely affect our business, financial condition, results of operations and
prospects.

The regulatory approval processes of the NMPA, FDA and other comparable regulatory
authorities are complex. If we are unable to obtain without undue delay any regulatory
approval for our drug candidates in our targeted markets, our business may be materially
and substantially affected.

The regulatory approval processes of the NMPA, the FDA and other comparable
regulatory authorities are often complex, and depend on numerous factors, including the
substantial discretion of the regulatory authorities. Our drug candidates could fail to receive
regulatory approval in a timely manner for many reasons, including but not limited to:

. failure to begin or complete clinical trials due to disagreements with regulatory
authorities;
o failure to demonstrate that a drug candidate is safe and effective or, it is safe, pure,

and potent for its proposed indication;

. failure of clinical trial results to meet the level of statistical significance required for
approval;
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. data integrity issues related to our clinical trials;

. disagreement with our interpretation of data from preclinical studies or clinical
trials;

. failure to conduct a clinical trial in accordance with regulatory requirements or our

clinical trial protocols; and

. clinical sites, investigators or other participants in our clinical trials deviating from
a trial protocol, failing to conduct the trial in accordance with regulatory
requirements, or dropping out of a trial.

In addition, the NMPA, the FDA or a comparable regulatory authority may require more
information, including additional analyses, reports, data, non-clinical studies and clinical
trials, or questions regarding interpretations of data and results, to support approval, which
may prolong, delay or prevent approval and our commercialization plans, or we may decide to
abandon the development programs. Changes in regulatory requirements and guidance may
also occur, and we may need to amend clinical trial protocols submitted to competent
regulatory authorities to reflect these changes. Resubmission may impact the costs, timing or
successful completion of a clinical trial. The policies of the NMPA, the FDA and other
comparable regulatory authorities may also change, and additional government regulations
may be enacted that could prevent, limit or delay regulatory approval of our drug candidates.
If we are slow or unable to adapt to changes in existing requirements or the adoption of new
requirements or policies, or if we are not able to maintain regulatory compliance, we may not
obtain the regulatory approvals or may lose the approvals that we may have obtained and we
may not achieve or sustain profitability.

Additionally, clinical trials conducted in one country may not be accepted by regulatory
authorities in other countries, and regulatory approval in one country does not mean that
regulatory approval will be obtained in any other country. Approval procedures vary among
countries and can involve additional product testing and validation and additional
administrative review periods. Seeking regulatory approvals in various jurisdictions could
result in significant delays, difficulties and costs for us and may require additional preclinical
studies or clinical trials which would be costly and time consuming. We cannot assure you that
we will be able to meet regulatory requirements of different jurisdictions or that our drug
candidates will be approved for sale in those jurisdictions. Additional time, effort and expense
may be required to bring our drug candidates, upon regulatory approval, to the international
markets in compliance with different regulatory processes.

If we experience delays in the completion of, or the termination of, a clinical trial of any
of our drug candidates, the commercial prospects of that drug candidate will be harmed, and
our ability to generate product sales revenues from any of those drug candidates will be
compromised. Any delays in completing our clinical trials will increase our costs, slow down
our drug candidate development and approval process, and jeopardize our ability to commence
product sales and generate related revenues for that candidate. Any of these occurrences may
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harm our business, financial condition and prospects significantly. In addition, many of the
factors that cause, or lead to, a delay in the commencement or completion of clinical trials may
also ultimately lead to the denial of regulatory approval of our drug candidates.

We rely on a limited number of suppliers for our raw materials and active pharmaceutical
ingredients; if any of such suppliers fails to continue to supply us with raw materials at
commercially acceptable prices, our sales volumes and margins for the relevant product
could be adversely affected.

We rely on a limited number of suppliers for the raw materials and active pharmaceutical
ingredients necessary for the production of our drug products. We formulate our procurement
requirements based on our sales plan. We enter into purchase agreements with our raw material
suppliers for terms of less than a year or make purchase orders based on the procurement
requirements. We cannot assure you that our suppliers will continue to sell products to us on
commercially acceptable terms, or at all. We also cannot assure you that we will be able to
establish new supplier relationships, or renew our agreements with our existing suppliers when
they expire.

Moreover, we are exposed to the risk of inadequate supplies of raw materials and active
pharmaceutical ingredients, as well as price increases. The availability and prices of raw
materials and active pharmaceutical ingredients required for our production of pharmaceutical
products may be impacted by factors such as general market conditions, including increased
demand for such materials and ingredients from producers of substitute products or from
alternative uses, weather conditions and the occurrence of natural disasters, many of which are
outside of our control. In the event that any of our suppliers fails to continue to supply us with
adequate quantities of raw materials at commercially reasonable prices, we may not be able to
procure raw materials and active pharmaceutical ingredients from other sources on similar
commercial terms.

In addition, certain of our raw materials are imported from overseas, and our suppliers
may fail to obtain the permits and licences required for the importation of these raw materials.
We may also be unable to respond to increases in the prices for raw materials and active
pharmaceutical ingredients due to our reliance on a limited number of suppliers or for other
reasons, and unable to pass on such price increases to our customers due to governmental price
controls for pharmaceutical products in China or competitive conditions for our products. In
the event of any disruption to our supply of the raw materials and active pharmaceutical
ingredients necessary for the production of our pharmaceutical products at commercially
acceptable prices, we may be forced to reduce, suspend or cease production or sale of certain
of our pharmaceutical products, and our sales volumes for the relevant product could be
adversely affected. Increases in the prices to the raw materials and active pharmaceutical
ingredients necessary for the production of our pharmaceutical products could also adversely
affect our margins for the relevant product.
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We may rely on third parties to manufacture a portion of our clinical and commercial
drug supplies. Our business could be harmed if those third parties fail to provide us with
sufficient quantities of product or fail to do so at acceptable quality levels or prices.

Although we intend to further develop and rely on our own manufacturing facilities, we
may use third parties as part of our manufacturing process and for the clinical and commercial
supply of our drug candidates, which is not expected to be a major undertaking in addition to
owning and operating our in-house manufacturing facilities. Currently, we have agreements for
the supply of drug materials with manufacturers or suppliers that we believe have sufficient
capacity to meet our demands. We believe that adequate alternative sources for such supplies
exist. However, there is a risk that, if supplies are interrupted, it would materially harm our
business.

Reliance on third-party manufacturers would expose us to the following risks:

. we may be unable to identify manufacturers on acceptable terms or at all because the
number of potential manufacturers is limited and the NMPA, FDA, EMA or other
comparable regulatory authorities must evaluate and/or approve any manufacturers
as part of their regulatory oversight of our products and drug candidates. This
evaluation would require new testing and cGMP-compliance inspections by NMPA,
FDA, EMA or other comparable regulatory authorities;

. our third-party manufacturers might be unable to timely manufacture our products
or drug candidates or produce the quantity and quality required to meet our clinical
and commercial needs, if any;

. manufacturers are subject to ongoing periodic unannounced inspection by NMPA to
ensure strict compliance with GMP and other government regulations and by other
comparable regulatory authorities for corresponding non-PRC requirements. We do
not have control over third-party manufacturers’ compliance with these regulations
and requirements;

. we may not own, or may have to share, the intellectual property rights to any
improvements made by our third-party manufacturers in the manufacturing process
for our products and drug candidates;

. manufacturers may not properly obtain, protect, maintain, defend or enforce our
intellectual property rights or may use our intellectual property or proprietary
information in a way that gives rise to actual or threatened litigation that could
jeopardize or invalidate our intellectual property or proprietary information or
expose us to potential liability;

. manufacturers may infringe, misappropriate, or otherwise violate the patent, trade
secret, or other intellectual property rights of third parties;
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. raw materials and components used in the manufacturing process, particularly those
for which we have no other source or supplier, may not be available or may not be
suitable or acceptable for use due to material or component defects; and

. our contract manufacturers and critical reagent suppliers may be subject to
inclement weather, as well as natural or man-made disasters.

Each of these risks could delay or prevent the completion of our clinical trials or the
approval of any of our drug candidates, result in higher costs or adversely impact
commercialization of our future approved drug candidates. In addition, we will rely on third
parties to perform certain specification tests on our drug candidates prior to delivery to
patients. If these tests are not appropriately done and test data are not reliable, patients could
be put at risk of serious harm and regulatory authorities could place significant restrictions on
our Company until deficiencies are remedied.

If our CROs fail to comply with environmental, health and safety laws and regulations,
we could become subject to fines or penalties or incur costs that could have a material
adverse effect on the success of our business.

We and third parties, such as our CROs, are subject to numerous environmental, health
and safety laws and regulations, including those governing laboratory procedures and the
handling, use, storage, treatment and disposal of hazardous materials and wastes. We cannot
assure you that these third parties will comply with such laws and regulations as we have no
ultimate control over their behavior, conduct and business practices. In addition, our
construction projects can only be put into operation after certain regulatory procedures with the
relevant administrative authorities in charge of environmental protection, health and safety
have been completed. Our operations involve the use of hazardous and flammable materials,
including chemicals and biological materials. Our operations also produce hazardous waste
products. We generally contract with third parties for the disposal of these materials and
wastes. We cannot eliminate the risk of contamination or injury from these materials. In the
event of contamination or injury resulting from our use of hazardous materials, we could be
held liable for any resulting damages, and any liability could exceed our resources. We also
could incur significant costs associated with civil or criminal fines and penalties.

In addition, we may be required to incur substantial costs to comply with current or future
environmental, health and safety laws and regulations. These current or future laws and
regulations may impair our research, development or production efforts. Failure to comply with
these laws and regulations also may result in substantial fines, penalties or other sanctions.
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Failure to comply with regulatory requirements by our manufacturing facilities, or
damage to, destruction of or interruption of production at such facilities, could delay our
development plans or commercialization efforts.

We have obtained international good manufacturing practice (GMP) accreditations for our
manufacturing facilities based in the PRC, which will allow us to enter the global market.
These facilities may encounter unanticipated delays and expenses due to a number of factors,
including regulatory requirements. Cost overruns associated with maintaining our facilities
could require us to raise additional funds from other sources.

Our manufacturing facilities will be subject to ongoing, periodic inspection by the NMPA,
FDA, EMA or other comparable regulatory agencies to ensure compliance with GMP
regulations. Our failure to follow and document our adherence to such GMP regulations or
other regulatory requirements may lead to significant delays in the availability of products for
clinical or, in the future, commercial use, may result in the termination of or a hold on a clinical
trial, or may delay or prevent filing or approval of marketing applications for our drug
candidates or the commercialization of our drugs, if approved. We also may encounter
difficulties with the following:

. achieving adequate or clinical-grade materials that meet NMPA, FDA, EMA or other
comparable regulatory agency standards or specifications with consistent and
acceptable production yield and costs;

. shortages of qualified personnel, raw materials or key contractors; and

. ongoing compliance with GMP regulations and other requirements of the NMPA,
FDA, EMA or other comparable regulatory agencies.

In addition, our quality control and quality assurance procedures may not be effective in
consistently preventing and resolving deviations from our quality standards, which could
render our products unsuitable for use, jeopardize any GMP certifications and/or harm our
market reputation and relationship with business partners.

Failure to comply with applicable regulations could also result in sanctions being imposed
on us, including fines, injunctions, civil penalties, a requirement to suspend or put on hold one
or more of our clinical trials, failure of regulatory authorities to grant marketing approval of
our drug candidates, delays, suspension or withdrawal of approvals, supply disruptions, license
revocation, seizures or recalls of our drug candidates, operating restrictions and criminal
prosecutions, any of which could harm our business.

Developing advanced manufacturing techniques and process controls is required to fully

utilize our facilities. Advances in manufacturing techniques may render our facilities and
equipment inadequate or obsolete.
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If our manufacturing facilities or equipment are damaged or destroyed, we may not be
able to replace them quickly or inexpensively or at all. In the event of a temporary or protracted
loss of the facilities or equipment, we may not be able to transfer manufacturing to a third
party. Even if it were possible, the transfer may be expensive and time-consuming, particularly
since the new facility would need to comply with the necessary regulatory requirements and
we would need to obtain regulatory approval before selling any of our drug candidates
manufactured at the third-party facility. As a result, our clinical trials may be delayed and our
production and sales of our drug candidates may be reduced. Any interruption in manufacturing
operations at our manufacturing facilities could adversely affect our ability to meet the
demands of our clinical trials or commercialization and could materially harm our business,
financial condition and operations.

Our efforts to further expand our manufacturing capacity may not be successful, and we
may not be able to precisely anticipate market demand.

In anticipation of commercialization of more drug candidates, we aim to expand our
manufacturing capacity even further. However, the success of these plans, particularly the
timetable and progress of construction, are subject to significant uncertainty. In particular, such
plans are capital-intensive and require significant upfront investment. Since we intend to
finance the expansion through various channels, including with debt financing and expected
cash flow from commercial sales of products which we have commenced or have yet to
commence, we cannot guarantee that we will be able to timely obtain such financing, if at all.

Furthermore, there may be significant changes in the macroeconomics of the
pharmaceutical industry, including, among other things, market demand, product and supply
pricing trends and customer preferences. Any adverse trends in these respects could result in
operational inefficiency and unused capacity in our facilities. We may also experience various
unfavorable events in the course of developing our new manufacturing facilities, such as:

. unforeseen delays due to construction, land use rights or regulatory issues, which
could result in loss of business opportunities;

. construction cost overruns, which may require diverting resources and
management’s attention from other projects; and

. difficulty finding sufficient numbers of trained and qualified staff.

The success of our business expansion also depends on our ability to advance drug
candidates through the development, regulatory approval and commercialization stages. Any
delay, suspension or termination in such respects would harm our ability to generate
satisfactory returns on our investment in manufacturing expansion, if at all, which in turn could
have a material adverse effect on our business, financial condition and results of operations.
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Even after we obtain regulatory approval for the marketing and distribution of our drug
candidates, our products will continue to remain subject to ongoing or additional
regulatory obligations and continued regulatory review, which may result in significant
additional expenses, and we may be subject to penalties if we fail to comply with
regulatory requirements or experience unanticipated problems with our future approved
drugs.

If any of our drug candidates is approved in the future, it will be subject to ongoing or
additional regulatory requirements for manufacturing, labeling, packaging, storage,
advertising, promotion, sampling, record-keeping, conduct of post-marketing studies, and
submission of safety, efficacy and other post-market information, including requirements of
regulatory authorities in China, the U.S. and other jurisdictions. These requirements also
include submissions of safety and other post-marketing information and reports, registration,
as well as continued compliance with current Good Manufacture Practices, or the current good
manufacturing practice (¢t MGP), and Good Clinical Practice, or the GCP, for any clinical trials
that we conduct post-approval.

Any approvals that we receive for our drug candidates may be subject to limitations on
the approved indicated uses for which the drug may be marketed or to the conditions of
approval, which could adversely affect the drug’s commercial potential or contain requirements
for potentially costly post-marketing testing and surveillance to monitor the safety and efficacy
of the drug candidates. The NMPA, FDA or a comparable regulatory authority may also require
a REMS program as a condition of approval of our drug candidates or following approval.

Once a drug is approved by the NMPA, FDA or a comparable regulatory authority for
marketing, it is possible that there could be a subsequent discovery of previously unknown
problems with the drug, including problems with third-party manufacturers or manufacturing
processes, or failure to comply with regulatory requirements. If any of the foregoing occurs

with respect to our drug products, it may result in, among other things:

. restrictions on the marketing or manufacturing of the drug, withdrawal of the drug
from the market, or voluntary or mandatory drug recalls;

o fines, warning letters or holds on clinical trials;

. refusal by the NMPA, FDA or comparable regulatory authority to approve pending
applications or supplements to approved applications filed by us, or suspension or
revocation of drug license approvals;

. drug seizure or detention, or refusal to permit the import or export of drugs; and

. injunctions or the imposition of civil, administrative or criminal penalties.
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In addition, we are subject to ongoing regulatory requirements for our day-to-day
business operations. Accordingly, we and third parties we work with must continue to spend
time, money and efforts in all areas of regulatory compliance, including manufacturing,
production and quality control. We cannot predict the likelihood, nature or extent of
governmental policies or regulations that may arise from future legislation or administrative
actions in China, the U.S. or other jurisdictions, where the regulatory environment is constantly
evolving. If we are unable to maintain regulatory compliance, or if we are slow or unable to
adapt to changes in existing requirements or the adoption of new requirements or policies, we
may lose any regulatory approval that we have obtained, and we may not achieve or sustain
profitability.

Negative results from off-label use of our future marketed drug products could materially
harm our business reputation, product brand and financial condition and expose us to
liability.

Products distributed or sold in the pharmaceutical market may be subject to off-label drug
use. Off-label drug use is prescribing a product for an indication, dosage or in a dosage form
that is not in accordance with regulatory approved usage and labeling. Even though the NMPA,
FDA and other comparable regulatory authorities actively enforce the laws and regulations
prohibiting the promotion of off-label use, there remains the risk that our product is subject to
off-label drug use and is prescribed in a patient population, dosage or dosage form that has not
been approved by competent authorities. This occurrence may render our products less
effective or entirely ineffective and may cause adverse drug reactions or adverse events. Any
of these occurrences can create negative publicity and materially and adversely affect our
business reputation, product brand, commercial operations and financial condition, including
our share price. These occurrences may also expose us to liability and cause a delay in the
progress of our clinical trials and may ultimately result in failure to obtain regulatory approval
for our drug candidates.

We may be directly or indirectly subject to applicable anti-kickback, false claims laws,
physician payment transparency laws, fraud and abuse laws or similar healthcare and
security laws and regulations in China and other jurisdictions, which could, in the event
of noncompliance, expose us to administrative sanctions, criminal sanctions, civil
penalties, contractual damages, reputational harm and diminished profits and future
earnings.

Our business operations and current and future arrangements with clinical site
investigators, healthcare professionals, consultants, third-party payors, patient organizations,
and customers may expose us to broadly applicable fraud and abuse and other healthcare laws
and regulations. These laws may constrain the business or financial arrangements and
relationships through which we conduct our operations, including how we market, sell, and
distribute our drug candidates, if approved. Such laws include the PRC Anti-Unfair
Competition Law (1 #HE A RILFIE SR IE# #t F+%), the PRC Criminal Law (43 A R LA
FIE5), the U.S. federal Anti-Kickback Statute, the U.S. federal False Claims Act, HIPAA, and
the U.S. Physician Payments Sunshine Act.
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Efforts to ensure that our business arrangements with third parties comply with applicable
healthcare laws and regulations will involve substantial costs. Our business practices may
concluded as not compliant with current or future statutes, regulations or case law involving
applicable fraud and abuse or other healthcare laws and regulations. If any such actions are
instituted against us, and if we are not successful in defending ourselves or asserting our rights,
those actions could result in the imposition of civil, criminal and administrative penalties,
damages, disgorgement, monetary fines, possible exclusion from participation in governmental
healthcare programs, contractual damages, reputational harm, diminished profits and future
earnings, and curtailment of our operations, any of which could adversely affect our ability to
operate our business and have a significant impact on our businesses and results of operations.
If any of the physicians or other providers or entities with whom we expect to do business are
found to be not in compliance with applicable laws, they may be subject to criminal, civil or
administrative sanctions, including exclusions from government-funded healthcare programs,
which may also adversely affect our business. Furthermore, defending against any such actions
can be costly, time-consuming, and may require significant personnel resources. Therefore,
even if we are successful in defending against any such actions that may be brought against us,
our business may be impaired.

We are subject to the risks of doing business globally, including risks relating to political
and economic instability and changes in diplomatic and trade relationships, which may
materially and adversely affect our business and results of operations.

Our overseas sales network covers eight countries and regions such as the United States,
Germany and the United Kingdom. In the future, we plan to expand our overseas sales network
to Africa and Latin America and further increase the scope of our sales network in major
developed countries and regions to enhance our global sales capabilities. Accordingly, our
business and financial results in the future could be adversely affected due to a variety of
factors, including:

. changes in a specific country’s or region’s political and cultural climate or economic
condition;

. unexpected changes in laws and regulatory requirements in local jurisdictions;

. differences between national and local practice with respect to laws and regulatory

requirements in a specific jurisdiction;
. difficulty of effective enforcement of contractual provisions in certain jurisdictions;
. efforts to develop an international sales, marketing and distribution organization
may increase our expenses, divert our management’s attention from the acquisition
or development of drug candidates or cause us to forgo profitable licensing

opportunities in these geographies;

. the occurrence of economic weakness, including inflation or political instability;
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. inadequate intellectual property protection in certain jurisdictions;

. difficulty of ensuring that third-party partners do not infringe, misappropriate, or
otherwise violate the patent, trade secret, or other intellectual property rights of
others;

. enforcement of anti-corruption and anti-bribery laws;

. trade protection measures, import or export licensing requirements and fines,

penalties or suspension or revocation of export privileges;

. delays resulting from difficulty in obtaining export licenses, tariffs and other
barriers and restrictions, potentially longer payment cycles, and greater difficulty in
accounts receivable collection;

. compliance with tax, employment, immigration and labor;

. the effects of applicable local tax regimes and potentially adverse tax consequences;
. significant adverse changes in local currency exchange rates; and

. business interruptions resulting from geo-political actions and cultural climate or

economic condition, including war and acts of terrorism, natural disasters, including
earthquakes, volcanoes, typhoons, floods, hurricanes and fires, or the impact of
public health pandemics or epidemics.

The occurrence of any one or more of these risks of doing business internationally, alone
or in aggregate, could materially adversely affect our business and results of operations.

If our products are removed or excluded from national, provincial or other government
sponsored medical insurance programs or the National Essential Drug List, our
operation, revenue and business prospects in relation to the affected products could be
materially and adversely affected.

Under the PRC national medical insurance program, patients can obtain reimbursement of
all or a portion of the cost of certain pharmaceutical products listed in the NRDL, the
provincial medical insurance drugs catalogues or the National Essential Drug List.
Consequently, whether a pharmaceutical product is included or excluded in the NRDL, the
provincial medical insurance drugs catalogues or the National Essential Drug List will
materially affect the demand for such a pharmaceutical product in the PRC.

~V-99 -



APPENDIX V LISTING DOCUMENT

RISK FACTORS

The PRC government considers a range of factors when deciding whether a
pharmaceutical product would be listed in the NRDL, the provincial medical insurance drugs
catalogues or the National Essential Drug List, including, among other things, the results of
clinical trials, frequency of use, effectiveness of the product and the prevalence of the disease
or symptom that such a product is designed to treat or prevent. The pharmaceutical products
listed in the NRDL, the provincial medical insurance drugs catalogues and the National
Essential Drug List are also reviewed and updated from time to time. There is no assurance that
the catalogued products will continue to be, or any of our products in the future will be, listed
in the NRDL, the provincial medical insurance drugs catalogues or the National Essential Drug
List. The entry into, and the removal from, the NRDL, the provincial medical insurance drugs
catalogues or the National Essential Drug List are beyond our control. The removal of any of
our products from the NRDL, the provincial medical insurance drugs catalogues or the
National Essential Drug List, may have a material adverse impact on the demand of our
products and in turn a material adverse effect on our sales volume, revenue and profitability.

If we engage in acquisitions or strategic partnerships, this may increase our capital
requirements, dilute our shareholders, cause us to incur debt or assume contingent
liabilities, and subject us to other risks.

From time to time, we may evaluate various acquisitions and strategic partnerships,
including licensing or acquiring complementary products, intellectual property rights,
technologies or businesses. Any completed, in-process or potential acquisition or strategic
partnership may entail numerous risks, including:

. increased operating expenses and cash requirements;

. the assumption of additional indebtedness or contingent or unforeseen liabilities;
. the issuance of our equity securities;

. assimilation of operations, intellectual property and products of an acquired

company, including difficulties associated with integrating new personnel;

. the diversion of our management’s attention from our existing product programs and
initiatives in pursuing such a strategic merger or acquisition;

. retention of key employees, the loss of key personnel, and uncertainties in our
ability to maintain key business relationships;

. risks and uncertainties associated with the other party to such a transaction,

including the prospects of that party and their existing drugs or drug candidates and
regulatory approvals; and
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. our inability to generate revenue from acquired technology and/or products
sufficient to meet our objectives in undertaking the acquisition or even to offset the
associated acquisition and maintenance costs.

In addition, if we undertake acquisitions, we may issue dilutive securities, assume or
incur debt obligations, incur large one-time expenses and acquire intangible assets that could
result in a significant future amortization expense.

We had substantial indebtedness and net current liabilities and net liabilities during the
Track Record Period, and may continue to incur significant debt going forward.

As of December 31, 2022, 2023 and 2024, we had net current liabilities of RMB4,807.7
million, net current assets of RMB234.0 million and net current assets of RMB164.5 million,
respectively. As of December 31, 2022, 2023 and 2024, we had net liabilities of RMB873.9
million, net assets of RMB4,175.3 million and net assets of RMB4,467.5 million.

A large balance of indebtedness, whether from banks or related parties, may require that
we devote our financial resources to servicing such debt rather than funding our operating
activities and investments in research and development, which constrains our capital flexibility
and may in turn adversely affect our drug development timetable. It may also be a challenge
for us to service our interest and principal repayments in a timely manner or at all, which could
trigger cross-defaults with other debt, as applicable, as well as limit our ability to obtain further
debt financing. Given our historical reliance on external financing, such developments could
have a material adverse effect on our business, financial condition and results of operations.

Furthermore, the terms of our indebtedness may contain affirmative and negative
covenants, such as restriction on use of loans, restriction on external guarantee, requirement on
certain financial ratios and continuing reporting obligations. A breach of any of these covenants
could result in a default that would permit our lenders to declare all amounts outstanding
thereunder to be due and payable, together with accrued and unpaid interest, trigger
cross-default provisions under other debt agreements and, as applicable, cause the termination
of commitments of relevant lenders to make further extensions of credit under our financing
agreements or credit facilities. If we were unable to repay our indebtedness to our lenders in
such an event, the lenders could, among other things, dispose of collateral, which could include
substantially all of our assets. Our future ability to comply with financial covenants and other
conditions, make scheduled payments of principal and interest or refinance existing borrowings
depends on our business performance, which is subject to economic, financial, competitive and
other factors, including the other risks described in this Listing Document. Any failure to
comply with the covenants of our financing agreements or to obtain financing for our business
could have a material adverse effect on our business, financial condition, results of operations
and prospects.
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Failure to manage our inventory effectively would materially and adversely affect our
results of operations, financial condition and cash flows.

Our inventory primarily consists of finished products and certain production materials
such as raw materials, excipients, packaging materials, consumables for reagents and
consumables for workshops. To operate our business successfully and meet our customers’
demands and expectations, we need manage our inventory effectively to ensure immediate
delivery when required. We have personnel responsible for reviewing and managing our
inventory of finished products and inventory of production materials. In general, we formulate
purchase plans for production materials on an order-by-order basis or based on our monthly
plans of production, purchase non-production supplies based on the needs of various
departments on a monthly basis and perform strict inventory control from the time we have
them in stock. We are exposed to inventory risk as a result of changing clinical demands which
is difficult to predict. There can be no assurance that we can accurately predict these clinical
demands and avoid over-stocking or under-stocking our products. Our average inventory
turnover days decreased from 142.6 days in 2022 to 124.9 days in 2023 in line with a continued
improvement of our overall business performance. Our average inventory turnover days further
increased to 240.8 days in 2024 primarily due to an increase in our inventory as a result of a
lower incidence of seasonal flu outbreaks. Please see “Financial Information — Certain
Current Balance Sheet Items — Inventories” for more detail.

We may be exposed to increased inventory risks due to accumulated excess inventory of
our products. Excess inventory levels may increase our inventory holding costs, obsolescence
risks or write-down of inventories. For the year ended December 31, 2022, 2023 and 2024, we
recorded write-down of inventories of RMB59.7 million, RMB24.4 million and RMB44.7
million, respectively. The write-down in 2022 was primarily due to our lower than usual sales
of Kewei (oseltamivir phosphate) due to travel restrictions, social-distancing measures and
business closures which significantly reduced the movement of people, resulting in a decline
in the incidence of influenza. The write-downs in 2023 and 2024 were primarily due to low
utilization rates of our insulin production lines, which led to increased unit costs; as a result,
the net realizable value of our insulin products fell below their book value. If our inventory
level increases substantially in the future, our financial condition and cash flows could be
materially and adversely affected.

We may experience impairment losses related to intangible assets, which could materially
impact our financial position.

We may face impairment losses on intangible assets and goodwill, which could
significantly affect our financial standing. During the Track Record Period, our intangible
assets mainly comprised our (i) hepatitis C drugs patent, (ii) hepatitis C drugs capitalized
development costs, (iii) insulin intellectual property rights, (iv) insulin capitalized
development costs, (v) other drugs (generic drug) intellectual property rights, and (vi) other
drugs capitalized development costs. We had intangible assets of RMB1,914.9 million,
RMB1,605.0 million, RMB1,573.4 million as of December 31, 2022, 2023 and 2024,
respectively. See “Financial Information — Certain Non-Current Balance Sheet Items —
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Intangible Assets” for further information. We evaluate indicators of impairment for intangible
assets at the end of each reporting period. Impairment occurs when the carrying amount of an
asset or cash-generating unit surpasses its recoverable amount, defined as the higher of fair
value less disposal costs or value in use. Fair value calculations rely on comparable sales data
for similar assets, while value in use requires management to estimate future cash flows and
select an appropriate discount rate. Adjustments to these assumptions regarding future cash
flows or discount rates could diminish the recoverable value of an asset relative to its carrying
amount. See Note 2(j)(ii) to the Accountants’ Report set out in the Appendix I to this Listing
Document. We may incur impairment losses on intangible assets in the future, which could
adversely affect our assets and profitability, ultimately negatively impacting our financial
position.

We are subject to credit risk related to delay in payment and defaults of customers, and
we have recorded loss allowance in respect of our trade and bills receivables in the past.
Any significant delay in payment or defaults on our trade and bills receivables could
materially and adversely affect our liquidity, financial conditions and results of
operations.

We are exposed to credit risk related to delay in payment and defaults of our various
customers. As of December 31, 2022, 2023 and 2024, our trade and bills receivables net of loss
allowance amounted to RMB808.7 million, RMB1,906.4 million and RMB1,722.6 million,
respectively, and our loss allowance in respect of trade and bills receivables amounted to
RMB11.6 million, RMB16.6 million and RMB144.6 million, respectively. Our impairment loss
in respect of trade and bills receivables increased significantly to RMB127.8 million in 2024.
In addition, our average trade and bills receivables turnover days in 2024 increased to 164.8
days from 77.6 days in 2023. The increases in our loss allowance in respect of trade and bills
receivables and our average trade and bills receivables turnover days in 2024 were both
primarily due to a reduction in seasonal flu outbreaks in 2024, which led to a decline in sales
of our major distributors and consequently slowed our payment collection from these
distributors. In 2024, our major distributors increased the purchases of Kewei (oseltamivir
phosphate) based on metrics such as regional population data and projected pandemic scale to
ensure sufficient drug supply amid uncertainties around the timing and severity of potential
outbreaks. Such increased purchases were prompted by such distributors’ estimates on how
much Kewei (oseltamivir phosphate) they need in order to meet their customers’ demand.
However, the actual severity and duration of the flu season were lower than anticipated,
resulting in inventory levels exceeding actual market demand. This led to slower inventory
turnover for our distributors, which in turn extended our receivables collection period. Please
see “Business — Sales, Marketing and Distribution — Measures to Manage Cannibalization
and Channel Stuffing” for detail. We may not be able to collect all trade and bills receivables,
or any at all, due to a variety of factors that are outside of our control, including adverse market
conditions, long payment cycle of certain customers, adverse operating conditions or financial
situation of customers, and customers’ inability to pay caused by their end customers’ delay in
payment. If any of our customers experience financial difficulties in settling the trade and bills
receivables, or if the relationship between us and any of our customers, is terminated or
deteriorates, our corresponding trade and bills receivables might be adversely affected in terms
of recoverability.
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As the increase of the amount of loss allowance made on our trade and bills receivables
is recorded as expenses on our results of operations, if we are not able to manage the credit risk
associated with our trade and bills receivables effectively, our results of operations and
financial conditions may be materially and adversely affected. Furthermore, substantial
defaults or delays by our customers could materially and adversely affect our cash flow, profits
and financial positions and we may have to terminate our relationships with such customers.

Share-based payments may impact our financial performance.

We adopted a restricted share scheme in 2023 and granted restricted shares to certain
employees and directors to incentivize and reward eligible persons who had contributed and
would continue to contribute to the success of our Company. For the year ended December 31,
2023 and 2024, we recorded equity-settled share-based payment expenses of RMB130.3
million and RMB266.5 million, respectively. To further incentivize our employees and
directors and align their interests with ours, we may grant them additional share-based
compensation in the future. Expenses incurred with respect to such share-based payment may
increase our operating expenses and therefore have an adverse effect on our financial
performance.

Our Controlling Shareholders, Directors, employees, principal investigators, consultants
and commercial partners may engage in misconduct or other improper activities,
including non-compliance with regulatory standards and requirements, and insider
trading, which could harm our reputation and subject us to penalties and significant
expenses that have a material and adverse effect on our business, financial condition and
results of operations.

We are exposed to risks of fraud, bribery, misconduct or other illegal activity by our
Controlling Shareholders, Directors, employees, principal investigators, consultants and
commercial partners that could subject us to financial losses and sanctions imposed by
government authorities, which may adversely affect our reputation. Misconduct by these
parties could include, but not limited to, intentional, reckless and negligent conduct that fails
to:

. comply with applicable laws and regulations relating to insider dealing;

J comply with the laws of the NMPA, the FDA and other comparable regulatory
authorities;

D provide true, complete and accurate information to the NMPA, the FDA and other
comparable regulatory authorities;

. comply with manufacturing standards we have established;

. comply with healthcare fraud and abuse laws in China, the U.S. and similar
fraudulent misconduct laws applicable to us; or

. report financial information or data accurately or disclose unauthorized activities to
us.
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If we obtain approval for any of our drug candidates and begin commercializing those
drugs in China, the U.S., or other applicable jurisdictions, our potential exposure under
relevant laws will increase significantly, and our costs associated with compliance with such
laws are also likely to increase. These laws may impact, among other things, our current
activities with principal investigators of our clinical trials, and our use of information obtained
in the course of patient recruitment for clinical trials, as well as proposed and future sales and
marketing programs. In particular, the promotion, sales and marketing of healthcare items and
services, as well as certain business arrangements in the healthcare industry, are subject to
extensive laws designed to prevent fraud, kickbacks, self-dealing and other abusive practices.
These laws and regulations may restrict or prohibit a wide range of pricing, discounting,
marketing and promotion, structuring and commission(s), certain customer incentive programs
and other business arrangements generally.

Additionally, we could be liable for actions taken by them that violate anti-bribery,
anti-corruption and other related laws and regulations in China, the U.S. or other jurisdictions.
The government authorities may seize the products involved in any illegal or improper conduct
engaged in by our employees or commercial partners. We may be subject to claims, fines or
suspension of our operations. Our reputation, our sales activities or the price of our H Shares
could be adversely affected if we are associated with any negative publicity as a result of
illegal or improper actions, or allegations of illegal or improper actions, taken by our Directors,
employees or commercial partners.

Furthermore, as we do not and cannot fully control the conduct of our Controlling
Shareholders, Directors, employees, principal investigators, consultants and commercial
partners, they may, in the course of performing their tasks, attempt to elicit illegal gains,
including, among other things, trading on or passing on to third parties material non-public
information, altering sales volume, or colluding with distributors or sub-distributors for
kickbacks. There can be no assurance that we were, are or will be able to entirely prevent our
Controlling Shareholders, Directors, employees, principal investigators, consultants or
commercial partners from engaging in such activities. We may also be held liable for actions
taken by our Controlling Shareholders, Directors, employees, principal investigators,
consultants and commercial partners, which could expose us to regulatory investigations and
penalties.

In addition, even if we are not held liable to any of the conducts discussed above, any
negative news or publicity concerning us, our Controlling Shareholders, our Directors,
management, affiliates or any entity that shares the Sunshine Lake brand name, even if proven
untrue, could adversely affect our reputation and business prospects. We cannot guarantee that
negative publicity about us or any of our affiliates or any entity that shares such name would
not damage our brand image. Given our specialized industry and market, negative publicity and
word of mouth could travel quickly and negatively impact our relationships with third parties,
which could have a material adverse effect on our business, financial condition and results of
operations.

- V-105 -



APPENDIX V LISTING DOCUMENT

RISK FACTORS

During the Track Record Period, we were not aware of any instances of fraud, bribery, or
other misconduct involving our Directors, employees and other third parties that had any
material and adverse impact on our business and results of operations. However, we cannot
guarantee that there will not be any such instances in the future. Although we consider our
internal control policies and procedures to be adequate, we may be unable to prevent, detect
or deter all such instances of misconduct. Any such misconduct committed against our
interests, which may include past acts that have gone undetected or future acts, may have a
material adverse effect on our business and results of operations.

We have limited insurance coverage, and any claims beyond our insurance coverage may
result in us incurring substantial costs and a diversion of resources.

We maintain insurance coverage which we believe to be in line with the industry norm in
the jurisdictions where we operate. In line with what we consider to be customary for PRC
pharmaceutical manufacturing companies, we maintain clinical trial insurance relating to
adverse events in clinical trials, property insurance covering our production facilities and
equipment, insurance relating to public liability, insurance relating to transport of goods and
insurance covering our construction projects (including accidents). We also maintain social
security insurance in accordance with the relevant laws and regulations in the PRC. We do not
carry any product liability insurance or business interruption insurance, which are not
mandatory under PRC law as confirmed by our PRC Legal Advisor. Our insurance coverage
may be insufficient to cover any such claims relating to the above or such claims may be
excluded from insurance coverage, which in turn may result in us incurring substantial costs
and a diversion of resources, and the occurrence of such incidents may lead to an increase in

our insurance premiums.

Product liability claims or lawsuits could cause us to incur substantial liabilities.

We face an inherent risk of product liability and/or product recalls as a result of the
commercialization of our drugs in North America, Europe, Asia and Africa and clinical testing
and any future commercialization of our drug candidates globally. For example, we may be
sued if our drugs or drug candidates cause or are perceived to cause injury, material adverse
event or are found to be otherwise unsuitable during the stages of clinical testing,
manufacturing, marketing or sales. Any such product liability claims may include allegations
of defects in manufacturing, defects in design, a failure to warn of dangers inherent in the drug,
negligence, strict liability or a breach of warranties. Claims could also be asserted under
applicable consumer protection legislation. If we cannot successfully defend ourselves against
or obtain indemnification from our collaborators for product liability claims, we may incur
substantial liabilities or be required to limit commercialization of our drugs and drug
candidates. Even successful defense would require significant financial and management
resources. Regardless of the merits or eventual outcome, liability claims may result in, among
others: reduced demand for our drugs; damage to our reputation; withdrawal of clinical trial
participants and inability to continue clinical trials; initiation of investigations by regulators;
costs to defend the related litigation; a diversion of management’s time and our resources;
substantial monetary awards to trial participants or patients; product recalls, withdrawals or
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labeling, marketing or promotional restrictions; loss of revenue; exhaustion of any available
insurance and our capital resources; the inability to commercialize any drug candidate; and a
decline in the ordinary share price.

We are subject to potential adverse consequences in respect of certain of our existing
properties owned and leased and our land use rights in mainland China.

As at the Latest Practicable Date, we had not obtained building ownership certificates for
some of our owned and leased buildings, which are mainly used for production facilities,
warehousing facilities, dormitories, office premises and other purposes which are not
revenue-generating in nature. For details, please see “Business — Land and Properties”. As
advised by our PRC Legal Advisor, relevant PRC government authorities may impose
administrative penalties and different levels of fines for violations of applicable regulations. As
at the Latest Practicable Date, we had not yet received any administrative penalty from the
relevant authorities for the title defects. However, there is no assurance that we will not be
subject to any administrative action for these non-compliances in the future, and if this were
to happen, our business, results of operation and financial position may be adversely affected.

For some of our leased properties in mainland China, the lessors may not be able to
provide property title certificates or other documents evidencing the authorization or consent
from the property owners for subleasing. In such case, our rights in relation to such properties
might not be entirely protected. Any claim or disputes related to the title of the properties
leased by us may affect our ability to continue to lease such properties and may result in
relocation. We cannot guarantee that the legality of our use and occupation of the relevant
buildings will not be challenged. If we have to find alternative properties, additional relocation
costs will be incurred, and our business operations may be disrupted, any of which may have
a material and adverse effect on our business, financial condition and results of operations.
Furthermore, under PRC law certain leases are required to be registered with the PRC
government. We have several leases that have not been registered with the relevant PRC
governmental authorities. We may thus be subject to penalties and may result in adverse effects
on our results of operations, financial position or prospects. For details, please see
“Business — Land and Properties”.

Under PRC laws, if we fail to develop a property development project according to the
terms of the land grant contract, including those relating to the designated use of the land and
the time for commencement and completion of the property development, government
authorities may issue a warning, impose a penalty and/or order us to forfeit the land. If we fail
to commence development within one year of the commencement date stipulated in the land
grant contract, the relevant PRC land bureau may issue a warning to us and impose an idle land
penalty of up to 20% of the land grant premium. If we fail to commence development within
two years from the commencement date stipulated in the land grant contract, the relevant PRC
land bureau may confiscate our land use rights without compensation, unless the delay in the
development is caused by government action or is due to a force majeure. Moreover, if a
property developer commences development of the property in accordance with the timeframe
stipulated in the then land grant contract but, suspended for more than one year without
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government approval and falls under either of the following two situations: (i) the developed
land area is less than one-third of the total land area, or (ii) the total invested capital is less than
one-fourth of the total planned investment in the project, then the land may be treated as idle
land and will be subject to the risk of forfeiture under the Measures on the Disposal of Idle

Land ( <[H'& 1Mo B i) ).

During the Track Record Period, we failed to commence and/or complete construction
within the prescribed period as stipulated in certain land grant contracts mainly because of
objective constraints such as the government’s policy to protect the Yangtze River. We cannot
assure you that circumstances leading to delays in the commencement or completion of a
property development project will not arise in the future. If our land is repossessed, we will not
be able to continue our property development on the forfeited land, recover the costs incurred
for the initial acquisition of the repossessed land or recover development costs and other costs
incurred. In addition, we cannot assure you that regulations relating to idle land or other
aspects of land use rights grant contracts will not become more restrictive or punitive in the
future. If we fail to comply with the terms of any land use rights grant contract as a result of
delays in project development, or as a result of other factor, we may lose the opportunity to
develop the project as well as our past investments in the land, which could materially and
adversely affect our business, financial condition and results of operations.

We may be subject to additional payments or penalties relating to contributions to social
security insurance and housing provident funds.

During the Track Record Period, we had not made full contributions to the social
insurance premium and housing provident fund based on the actual salary level of some of our
employees as prescribed by relevant laws and regulations. As advised by our PRC Legal
Advisor, pursuant to relevant PRC laws and regulations, if we fail to pay the full amount of
social insurance contributions as required, we may be ordered to pay the outstanding social
insurance contributions within a prescribed period and may be subject to an overdue fine of
0.05% of the delayed payment per day from the date on which the payment is payable. If such
payment is not made within the prescribed period, the competent authorities may further
impose a fine from one to three times the amount of any overdue payment. In respect of the
housing provident fund contributions, if any competent authority is of the view that the housing
provident fund contributions we made do not satisfy the requirements under the relevant PRC
laws and regulations, it can order us to make the outstanding balance to the relevant local
authorities within a given period.

As at the Latest Practicable Date, we had not been subject to any penalty from the relevant
labor authorities in relation to social security insurance and housing provident funds. As
advised by our PRC Legal Advisor, if the relevant employees bring a complaint before the
relevant labor authorities, we may be required to pay the arrears amount in full and pay delay
penalties. If we are required to make additional payments in relation to such social security
insurance and housing provident funds contributions, our operating expenses will increase and
consequently could adversely affect our financial condition and results of operations.

- V-108 -



APPENDIX V LISTING DOCUMENT

RISK FACTORS

Our business benefits from certain financial incentives and discretionary policies granted
by local governments. Expiration of, or changes to, these incentives or policies would have
an adverse effect on our results of operations.

In the past, local governments in China granted certain financial incentives from time to
time to our PRC subsidiaries as part of their efforts to encourage the development of local
businesses. The timing, amount and criteria of government financial incentives are determined
within the sole discretion of the local government authorities and cannot be predicted with
certainty before we actually receive any financial incentive. We generally do not have the
ability to influence local governments in making these decisions. Local governments may
decide to reduce or eliminate incentives at any time. In addition, some of the government
financial incentives are granted on a project basis and subject to the satisfaction of certain
conditions, including compliance with the applicable financial incentive agreements and
completion of the specific projects therein. We cannot guarantee that we will satisfy all
relevant conditions, and if we fail to satisfy any such conditions, we may be deprived of the
relevant incentives. We cannot guarantee the continued availability of the government
incentives currently enjoyed by us. Any reduction or elimination of incentives would have an
adverse effect on our results of operations.

We are and may be involved in litigation, legal disputes, claims or administrative
proceedings which could be costly and time-consuming to resolve.

We may become subject, from time to time, to legal proceedings and claims that arise in
the ordinary course of business or pursuant to governmental or regulatory enforcement activity.
Any litigation or proceeding to which we become a party might result in substantial costs and
divert management’s attention and resources. Furthermore, any litigation, legal disputes,
claims or administrative proceedings which are initially not of material importance may
escalate and become important to us due to a variety of factors, such as changes in the facts
and circumstances of the cases, the likelihood of loss, the monetary amount at stake and the
parties involved. Our insurance might not cover claims brought against us, provide sufficient
payments to financially cover all of the costs to resolve such claims or continue to be available
on terms acceptable to us.

Uncertainties embedded in the legal systems of certain geographic markets where we
operate could affect our business, financial condition and results of operations.

Legal systems of the geographic markets where we operate vary significantly from
jurisdiction to jurisdiction. Some jurisdictions have a civil law system based on written statutes
and others are based on common law. Unlike the common law system, prior court decisions
under the civil law system may be cited for reference but have limited precedential value.

The legal systems of some geographic markets where we operate are consistently
evolving. Laws and regulations that are recently enacted may not sufficiently cover all aspects
of economic activities in such markets. In particular, the interpretation and enforcement of
these laws and regulations are subject to future implementations, and the application of some
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of these laws and regulations to our businesses is not settled. Since local administrative and
court authorities are authorized to interpret and implement statutory provisions and contractual
terms, it may be difficult to evaluate the outcome of administrative and court proceedings and
the level of legal protection we have in many of the geographic markets where we operate.
Local courts may have discretion to reject enforcement of foreign awards or arbitration awards.
These uncertainties may affect our judgment on the relevance of legal requirements and our
ability to enforce our contractual rights or claims. In addition, the regulatory uncertainties may
be exploited through unmerited or frivolous legal actions, claims concerning the conduct of
third parties, or threats in attempt to extract payments or benefits from us.

Furthermore, many of the legal systems in the geographic markets where we operate are
based in part on their respective government policies and internal interpretations, some of
which are not published on a timely basis or at all and may have retroactive effects. There are
other circumstances where key regulatory definitions are unclear, imprecise or missing, or
where interpretations that are adopted by regulators are inconsistent with interpretations
adopted by a court in analogous cases. As a result, we may not be aware of our violation of
certain policies or rules until sometime after the violation. In addition, administrative and court
proceedings in certain of our geographic markets may be protracted, resulting in substantial
costs and diversion of resources and management attention.

It is possible that a number of laws and regulations may be adopted or construed to be
applicable to us in our geographic markets and elsewhere that could affect our businesses and
operations. Scrutiny and regulations of the industries in which we operate may further increase,
and we may be required to devote additional legal and other resources to addressing these
regulations. Changes in current laws or regulations or the imposition of new laws and
regulations in our geographic markets may slow the growth of our industries and affect our
business, financial condition and results of operations.

It may be complex to effect service of process upon us or our management or to enforce
against them or us any judgments obtained from foreign courts.

We are a company incorporated under the PRC laws and a majority of our assets are
located in mainland China. In addition, most of our Directors, Supervisors and senior
management reside in mainland China. As a result, it may be complex for investors to effect
service of process outside of mainland China upon us, our Directors, Supervisors or senior
management or to enforce judgments obtained against us in courts outside mainland China. A
judgment of a court of another jurisdiction may be reciprocally recognized or enforced in
mainland China only if the jurisdiction has a treaty with mainland China or if the jurisdiction
has been otherwise deemed by the courts of mainland China to satisfy the requirements for
reciprocal recognition, subject to the satisfaction of other requirements. However, mainland
China is not a party to treaties providing for the reciprocal enforcement of judgments of courts
with certain foreign countries such as the United States, and enforcement in mainland China
of judgments of a court in these jurisdictions may consequently be difficult. On July 3, 2008,
the Supreme People’s Court of the People’s Republic of China and the Government of the Hong
Kong Special Administrative Region signed the Arrangement between the Mainland and the

- V-110 -



APPENDIX V LISTING DOCUMENT

RISK FACTORS

HKSAR on Reciprocal Recognition and Enforcement of the Decisions of Civil and Commercial
Cases under Consensual Jurisdiction (P Ay HE B #5455 Pl 4 7 BU 25 B AH B R AT FIBLA T8 35 A
Toh R R 1Y) R P S R A B 2 BE) (the <2008 Arrangement”). Under the 2008 Arrangement,
where any designated court of mainland China or Hong Kong court has made an enforceable
final judgment requiring payment of money in a civil and commercial case pursuant to a choice
of court agreement, the party concerned may apply to the relevant court of mainland China or
Hong Kong court for recognition and enforcement of the judgment. The 2008 Arrangement
took effect on August 1, 2008. On January 18, 2019, the Supreme People’s Court and the
Department of Justice under the Government of the Hong Kong Special Administrative Region
signed the Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil and
Commercial Matters by the Courts of the Mainland and of the Hong Kong Special
Administrative Region (7 Ay B Js 457 1 47 B8 [ 125 e A 658 AT RN SBATT R P o S8 A 0 DR ) 2
PE) (the “2019 Arrangement”). The 2019 Arrangement regulates, among others, the scope and
particulars of judgments, the procedures and methods of the application for recognition or
enforcement, the review of the jurisdiction of the court that issued the original judgment, the
circumstances where the recognition and enforcement of a judgment shall be refused, and the
approaches towards remedies for the reciprocal recognition and enforcement of judgments in
civil and commercial matters between the courts in mainland China and those in Hong Kong.
The 2019 Arrangement came into effect on January 29, 2024 which superseded the 2008
Arrangement.

Regulations on currency conversion and changes in the exchange rate between RMB and
other currencies could negatively affect our financial condition, operations and our ability
to pay dividends.

The conversion and remittance of foreign currencies are subject to certain foreign
exchange regulations. As we may convert our cash balance in RMB into other currencies to
meet our foreign currency obligations, such as payments of dividends on our H Shares, there
is no assurance that we will have sufficient foreign exchange to meet these requirements. For
example, under the PRC current foreign exchange regulation system, foreign exchange
transactions under the current account conducted by us, including the payment of dividends, do
not require advance approval from the SAFE; however, we are required to present relevant
documentary evidence of such transactions and conduct such transactions at designated foreign
exchange banks within the PRC that have the licenses to carry out foreign exchange business.
Foreign exchange transactions under the capital account, however, normally need to be
approved by or registered with the SAFE or their local branch unless otherwise permitted by
law. Any insufficiency of foreign exchange may restrict our ability to obtain sufficient foreign
exchange for dividend payments to holders of H Shares or satisfy any other foreign exchange
obligation. Moreover, non-compliance with any applicable foreign exchange regulations could
subject us to administrative penalties and fines, and could affect our business and reputation.
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Fluctuation in the value of the Renminbi may have a material adverse effect on our
business.

We conduct most of all our business in Renminbi, which is our reporting currency. The
value of the Renminbi against the US dollar, Hong Kong dollar and other currencies may be
affected by changes in the PRC’s policies and international economic and political
developments. As a result of these and any future changes in currency policy, the exchange rate
may become volatile, the Renminbi may be revalued further against the US dollar or other
currencies or the Renminbi may be permitted to enter into a full or limited free float, which
may result in an appreciation or depreciation in the value of the Renminbi against the US dollar
or other currencies. In the three years ended December 31, 2022, 2023 and 2024, respectively,
we had net foreign exchange loss of RMB280.7 million, net foreign exchange loss of RMB35.3
million and net foreign exchange loss of RMB4.4 million, respectively. Fluctuations in
exchange rates may adversely affect the value, translated or converted into US dollars or Hong
Kong dollars (which are pegged to the US dollar), of our cash flows, revenues, earnings and
financial position. For example, an appreciation of the Renminbi against the US dollar or the
Hong Kong dollar would make any new Renminbi-denominated investments or expenditures
more costly to us, to the extent that we need to convert US dollars or Hong Kong dollars into
Renminbi for such purposes.

Our favorable tax treatment in the PRC may change or discontinue.

Our Company is qualified as a “High and New Technology Enterprise (i #rHZli{3)”
under the relevant PRC tax rules and is entitled to a preferential enterprise income tax rate of
15%. Our Company’s enterprise income tax rate during the Track Record Period was 15%. Our
current status as a “High and New Technology Enterprise” will expire on December 18, 2026.
If we are not able to renew our status as a “High and New Technology Enterprise” after our
current status expires, our preferential enterprise income tax rate of 15% will also expire.
Under the relevant PRC tax rules, the “High and New Technology Enterprise” qualification is
subject to review and approval by the relevant approval authorities every three years.

There can be no assurance that the current favorable tax policies available to our
Company and its subsidiary will not be withdrawn or revoked by the PRC government or
become less favorable. If the current favorable tax treatments are reduced or are no longer
available in the future, our Group’s business, financial condition and results of operations in
the future may be materially and adversely affected.

We are a mainland China enterprise and we are subject to mainland China tax on our
global income and any gains on the sales of H Shares and dividends on the H Shares may
be subject to mainland China income taxes.

Under the EIT Law and its implementation rules, subject to any applicable tax treaty or
similar arrangement between the mainland China and a non-mainland China investor’s
jurisdiction of residence that provides for a different income tax arrangement, mainland China
withholding tax at the rate of 10% is normally applicable to dividends from mainland China
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sources payable to investors that are non-mainland China resident enterprises, which do not
have an establishment or place of business in mainland China, or which have an establishment
or place of business in mainland China if the relevant income is not effectively connected with
such establishment or place of business. Any gains realized on the transfer of shares by such
investors are subject to a 10% mainland China income tax rate if such gains are regarded as
income from sources within mainland China unless a treaty or similar arrangement provides
otherwise.

Under the PRC Individual Income Tax Law ( {93 AN RICFNEE A SEE) ) and its
implementation rules, dividends from sources within mainland China paid to foreign individual
investors who are not mainland China residents are generally subject to a mainland China
withholding tax at a rate of 20% and gains from mainland China sources realized by such
investors on the transfer of shares are generally subject to a 20% mainland China income tax
rate, in each case, subject to any reduction or exemption set forth in applicable tax treaties and
laws in mainland China. Pursuant to the Circular on Questions Concerning the Collection of
Individual Income Tax Following the Repeal of Guo Shui Fa [1993] No. 045 ( <BfA BB 5%
(19931045 5E3C1FJ8 1E 18 A7 B {8 A P A5 BB 9% A1) ) (Guo Shui Han [2011] No. 348)
(BIBLEKI[2011]348%%) dated June 28, 2011, issued by the SAT, dividends paid to non-mainland
China resident individual holders of H Shares are generally subject to individual income tax
of mainland China at the withholding tax rate of 10%, in which the non-mainland China
resident individual holder of H Shares resides as well as the tax arrangement between mainland
China and Hong Kong. Non-mainland China resident individual holders who reside in
jurisdictions that have not entered into tax treaties with mainland China are subject to a 20%
withholding tax on dividends received from us. However, pursuant to the Circular Declaring
that Individual Income Tax Continues to be Exempted over Income of Individuals from
Transfer of Shares (B MR N\ 78 i3 22 o7 75 48 2 S OISR N A5 B B2 N) ) issued by the
MOF of mainland China and the SAT on March 30, 1998, gains of individuals derived from the
transfer of listed shares of enterprises may be exempt from individual income tax. In addition,
on December 31, 2009, the MOF, the SAT and the CSRC jointly issued the Circular on
Relevant Issues Concerning the Collection of Individual Income Tax over the Income Received
by Individuals from Transfer of Listed Shares Subject to Sales Limitation ( B/ R A #EEE -
23 ) R BT A S B A i A B A Bl LA 28 A1) ) (Cai Shui [2009] No. 167) which states
that individuals’ income from the transfer of listed shares on certain domestic exchanges shall
continue to be exemp